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PRCCEEDI NGS

CHAI RPERSON NI CHCOLS:
Public Meeting of the Air
Ve will --
Okay. Good to go.
We're waiting for
any itens that

So we will

Al |l egi ance to the Flag.

our timer.

begin this nmorning with our

Wel cone to the June 25th

Resour ces Board.

is the sound system worki ng?

But we don't have

neet the tinmer at the very beginning.

Pl edge of

(Thereupon the Pl edge of Allegiance was

Recited in unison.)

CHAI RPERSON NI CHCOLS:
the roll.

BOARD CLERK VEJAR

BOARD MEMBER BALMES:

BOARD CLERK VEJAR

The clerk will please call

Bal nes?

Her e.

Ms. Berg?

BOARD MEMBER BERG  Here.

BOARD CLERK VEJAR

Ms. D Adanp?

BOARD MEMBER D ADAMO.  Here.

BOARD CLERK VEJAR

BOARD MEMBER KENNARD:

BOARD CLERK VEJAR

M's. Riordan?

BOARD MEMBER RI ORDAN:

BOARD CLERK VEJAR

Mayor

Super vi sor

Ms. Kennard?

Her e.

Loveri dge?

Her e.

Roberts?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Pr of essor Sperling?

BOARD MEMBER SPERLI NG  Here.

BOARD CLERK VEJAR Dr. Telles?

BOARD MEMBER TELLES: Present.

BOARD CLERK VEJAR  Supervisor Yeager?

BOARD MEMBER YEAGER  Here.

BOARD CLERK VEJAR:  Chairnman N chol s?

CHAI RPERSON NI CHOLS:  Here.

BOARD CLERK VEJAR: Madam Chai rman, we have a
qguor um

CHAI RPERSON NI CHOLS: Thank you very much.

| have a few announcements that | will nake

before we get started.

First of all, we have renpved Agenda Item 09-6-6,
which is a briefing on the new drive clean website. It
will not be presented today.

Secondly, | wish to announce, in case anybody

wonders, that our Executive Oficer, Janmes Col dstene, is
not here today. He's attending a famly wedding in
Tennessee. So Chief Deputy Executive Oficer Tom Cackette
will once again be reprising a role that he has played
many tinmes before as the person who will introduce the
Board itens.

| want to rem nd anybody who's not famliar with

our procedures that if you want to testify on any item on

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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our agenda, you should sign up with the staff who are
| ocated outside the auditorium And we appreciate it if
you gi ve your nane on the speaker card.

W will be inposing a three-minute tine [imt on
oral testinmony. But of course we will accept any anount
of witten testinony. And we appreciate it if you
sunmari ze your testinony and get straight into your main
points. W know that you're happy to be here and that you
appreci ate the good work of the staff. Even though they
like to hear about it, it's nore helpful if we just hear
you know, directly what you have to say.

| also want to make sure that everybody knows
that there are emergency exits at the rear of this room
In the event of a fire alarm we'll require to vacate the
bui | di ng, go outside and across the street to the park.

It has actually happened. So | want to nake sure that
peopl e know what we're expected to stay outside until the
"all clear" signal is given.

And with that, | think we can nove directly into
the Board neeting and start with the health update.

M. Cackette, will you introduce this item

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Thank
you. And good norning, Board menbers.

Staff is going to present the results of a recent

research study that shows hi ghly wal kabl e nei ghbor hoods

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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are associated with reductions in adverse health effects
when conpared to ot her nei ghborhoods with greater degrees
of urban spraw. The results of this research provide
addi ti onal support for ARB's continued effort with |oca
governments to inplenent Senate Bill 375, enacted |ast
year to reduce greenhouse gas em ssions by pronoting
better |and use.

Dr. Susan G lbreath fromthe Research Division
wi || make the presentation

Susan.

(Thereupon an overhead presentati on was

Presented as follows.)

DR. G LBREATH: Thank you, M. Cackette.

Good norning, Chairman Nichols and nenbers of the
Boar d.

Senate Bill 375 requires the Air Resources Board
to set regional targets for the purpose of reducing
greenhouse gas em ssions from passenger vehicles. The
topic of today's health update is the additional health
benefit that may accrue frominpl enentati on of Senate Bil
375 by providing an urban environnent that pronotes
physical activity and may reduce the risk for obesity.
Specifically, this presentation will focus on results from
the Portl and Nei ghborhood Environment and Heal th Study

--000- -
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DR. G LBREATH. Before | discuss the study, I'm
goi ng provi de sone background information. | will define
the urban environnment, referred to as the built
environnent, and | will explain some of its conponents. |
am goi ng to di scuss the obesity epidem c and how the built
envi ronnent can inpact obesity and overwei ght by
i nfluencing levels of physical activity. | wll then
focus on results fromthe Portland Nei ghborhood
Envi ronnment and Heal th Study which |inks community design
with obesity and related health issues.

--000- -

DR. G LBREATH. The built environnent enconpasses
how human activity relates to the physical environment and
contains three main el enents:

The first is urban design, which includes the
design of the city and the physical elements within it.

Land-use typically refers to the distribution
| ocation, and density of residential, comrercial, office,
and industrial activities.

As shown on the slide, the transportati on system
i ncl udes conponents such as roads and bi ke paths as wel
as traffic levels and bus frequenci es.

--000- -
DR G LBREATH: This slide contrasts two extreme

types of the built environment, although communities

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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frequently contain aspects of both. Urban sprawl is the
spreading of a city and its suburbs at the fringe of an
urban area. Sprawl is characterized by a | ow popul ati on
density, so a large anmount of |land is urbanized in these
areas. Residents spraw ing nei ghborhoods tend to live in
single-fanm|ly hones in areas with single use zoning and
conmute by autonobile to work and other activities. The
i ncreased reliance on cars is associated with increased
em ssions of pollutants and decreased physical activity
| evel s, as wal king and cycling are not viable
transportation options.

The picture on the |eft denonstrates the
difficulties in traveling frompoint Ato point Bin an
area dom nated by spraw .

Smart fortwo growmh is an urban pl anni ng and
transportation strategy that concentrates growh in the
center of a city and preserves open spaces and utilizes
exi sting devel opment. Smart fortwo growth advocates mni xed
| and- use devel opnment with conpact transit-oriented,
wal kabl e, and bicycle-friendly communities with a range of
housi ng choi ces. Reduced reliance on cars can reduce
gr eenhouse gas eni ssions.

The picture on the right shows how sinple it can
be to travel frompoint Ato B

Smart fortwo growmh can pronmote public health by

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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encour agi ng physical activity and facilitating socia
cohesiveness. As the obesity epidemc rises, questions
regardi ng how the built environnent may affect health are
becom ng an increasingly inportant research focus.

--00o0- -

DR. G LBREATH. (nesity and overwei ght are
defined by the body nass index, which is calculated from
one's height and weight. Approxinmtely two-thirds of
adults in the United States are either overwei ght or
obese. Research has shown that as weight increases to
overwei ght and obese levels, the risk for conditions such
as high blood pressure, stroke, certain cancers, diabetes,
and heart disease also increases. In addition,
preexisting conditions can be worsened. Body weight is
the result of genes, metabolism culture, socioeconomc
status, behavior, and the environnent.

Public health officials state that the greatest
opportunity for prevention and treatnent of the obesity
epi dem c are by nodi fyi ng behavi or and the environnent,
whi ch, in turn, should decrease health risks. For
exanpl e, the Wnen's Health Initiative Qbservationa
Study, a very large study covering several years, found
t hat women who exercise reduce their risk for
cardi ovascul ar di sease. The rel ationship between the

built environnent, physical activity, and health was

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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recently reported in a series of papers and is the subject
of this health update.
--00o0- -

DR. G LBREATH. | will be discussing findings
fromthree papers that have cone fromthe Portl and
Nei ghbor hood Envi ronment and Health Study. The study's
geographi c area covered the Portland, Oregon, netropolitan
regi on's urban growth boundary. The urban growh
boundary, created as part of the statew de |and-use
program is a |legal boundary to protect areas from urban
sprawl and to pronote the efficient use of land. The
study has followed approxi mately 1200 residents ages 50
t hrough 75 years of age over a one-year period. The
partici pants have lived at their current residence for an
average of eight and a half years. Physiol ogica
neasur enents such as wei ght, height, and bl ood pressure
are neasured annual ly.

Partici pants have been surveyed about their
denogr aphi cs, physical activity levels, transportation
choices, and dietary habits. Each residence and
nei ghbor hood was assessed for its level of wal kability,
which is based on the | and-use mx, street connectivity,
open and green paces, and the availability of public
transit.

Heal t h out comes were conpared anobng participants

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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living in differing areas of wal kability.
--000- -

DR. G LBREATH: When first exam ning the study
partici pants, the researchers found the preval ence of
obesity and overwei ght was 25 percent |ower for every 10
percent increase in mxed | and-use conpared to residents
in areas with less |and-use m x and nore spraw .

After one year, participants on average gai ned
four pounds, while the subset of residents living in
hi ghl y wal kabl e nei ghbor hoods, who increased their
activity levels, lost three pounds. Changes in bl ood
pressure after one year foll owed the sane pattern, going
up slightly overall but decreasing in residents in highly
wal kabl e nei ghbor hoods.

--00o0- -

DR. G LBREATH. The research findings indicate
t hat hi ghly wal kabl e nei ghbor hoods positively influence
health. This study is inportant because it is one of the
only studies to examne the built environnent and changes
in health over time. However, questions remains. For
exanpl e, al though the average weight of all participants
at baseline was the sane, it is not known if the people
l[iving in the nore wal kabl e nei ghbor hoods chose those
areas because they are inclined to be nore active. Future

research is needed to address this issue.

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

The study focused on adults. But what is even
nore inportant is that the obesity epidenmc affects
children as well. Over 3 percent of children are at risk
for overwei ght and obesity, so it is vital that we
understand how to build our comunities to encourage our
children to be as healthy as possible

Because the built environment constitutes an
i mportant contributor to climte change and health
out conmes, alternative practices offer opportunities both
for inmproved health and reduced clinmate change. This is
addressed in Senate Bill 375, a bill enacted |last year to
assi st local governments to reduce greenhouse gases via
nore efficient |and-use and transportation systens.

The built environnent, climte change, and public
health are closely connected, and strategi es that reduce
greenhouse gases provi de opportunities both to reduce
climate change and i nprove health.

The concl udes ny presentation. W would be happy
to answer any questions you nmay have.

CHAlI RPERSON NI CHOLS: Are there any questions or
comments from the Board?

Dr. Bal nes.

BOARD MEMBER BALMES: Well, | just want to thank
the staff for bringing this particular series of studies

to the Board's attention with this update. Because to ny

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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know edge, since |'ve been on the Board, this is the first
time we've tal ked about the built environment and the
public health aspects. And it's tinmely given, SB 375.

| realize | and-use decisions reside at the |oca
level. But | like supplying information that will
encourage smart fortwo growh decisions. And the public
heal th i npacts of | and-use decisions include wal kability,
i ncreased exercise, which plays an inportant role in
reduci ng the obesity epidenic we have in this country.
And even though these results were for adults, it's likely
that they would also inpact kids as well.

So | think it's -- I'mreally glad that we're
tal ki ng about this today.

CHAlI RPERSON NI CHOLS: Thank you.

Any ot hers?

Yes, Dr. Telles.

BOARD MEMBER TELLES: | think it's -- | just make
a comrent here too, that | think it's very inmportant to
bring this to public awareness. About two, three years
ago the Fresno Bee did a public opinion poll asking for
what peopl e thought were nmajor problens in our area. And
air pollution was right at nunber 1, and urban sprawl was
at the bottomof the list at nunber 10.

In other words, there's a huge nmental di sconnect

bet ween -- you know, urban sprawl is a nmjor cause of air

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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12
pollution. And there's a huge di sconnect between urban
sprawl and air pollution.

And there's also, | think, a huge disconnect with
understanding that the environnment we live in has a lot to
do with our health. |If you | ook at European cities,
they' re probably nuch nore healthy to Iive in than our
cities, because of the comments nade here.

And this seens like a small issue. But one of
the major issues facing our country right nowis the cost
of health care. And we could throw a | ot of noney at
taking care of people with disease. But if we don't
create environnments which prevent those diseases, then
think it's kind of a sad testinobny of our public planning.

One comment on the Wormen's Health Initiative,
since there's a lot of wonmen here on our Board --

(Laughter.)

BOARD MEMBER TELLES: -- that that was a study of
about 75,000 wonen age 50 to 79. And what it showed was
sonet hing very inportant, is that just 30 mnutes of
wal ki ng five days a week reduced your cardiovascul ar risks
for new coronary events by about 30 percent. That's
better than Lipitor, better than Crestor. |If you
exerci sed nore vigorously, you could reduce your risk down
to about 50 or 60 percent.

So this type of, you know, creating an

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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envi ronnent where people just walk a little bit nore has a
huge effect on health.

CHAlI RPERSON NI CHOLS: Thank you for that
rem nder.

BOARD MEMBER TELLES: And it wasn't neant to be
directed at you, Mary.

(Laughter.)

CHAI RPERSON NI CHOLS: | didn't take it
personally. Directed at the group as a whol e.

Yes, Supervisor.

BOARD MEMBER ROBERTS: Yeah, let ne, if | can,
j ust comrent.

Al most ten years ago now we saw basically a huge
i ncrease of obesity in children, to the point where |
think in excess of 30 percent of the kids were eval uated
to be obese. W brought about 90 different groups
together in San Diego and in fact created an action plan.
| get alittle concerned when | see snmart fortwo growh
versus | guess stupid growh, because -- you know, |'m not
sure that anybody's doing stupid gromh in the way you
plan cities. Al cities are -- sort of have a sem -core,
and everything on the edge is sprawl. And it's just not
that easy. And that's probably why it's at the | ocal
I evel .

But the fact is an awful lot is being done in

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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14
this area, and you are increasingly seeing the planners
get together with the health officials, which is at the
core of all of these things. The real challenge is going
to be -- you know, if you | ook around the cores, you'l
find sort of mediumdensity areas, and to be able to do
things there. W have wal kabl e comunities that are not
safe to wal k in, which doesn't do you nuch good. And
we've tried to create things |ike wal king school buses and
things like that that are addressed specifically at kids.

But | think we've cone a |l ong way beyond where
this sort of study is pointing right now.

CHAI RPERSON NI CHOLS: | think -- when | first
heard about this, | thought, you know, isn't this just
denonstrating the obvious? But actually what seens
obvious isn't always that easy to prove. And | think the
fact that there was such a | arge nunber of people and that
they followed themover tinme and then really carefully
nmeasured the wal king that they were doing, and the ability
to walk, is a contribution in terms of the science of this
t opi c.

So | also amglad to see this being brought
forward and factored into the thinking that our staff is
doi ng about 375.

BOARD MEMBER BALMES: | was going to say, in

addition to the longitudinal nature of the study, the fact
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that they had both pretty good nei ghborhood | evel data and
i ndividual |evel data made it stronger than any previous
st udy.

CHAlI RPERSON NI CHOLS: Ri ght.

But | do take Supervisor Roberts' conmment,
because we are al so hearing, as the Board knows,
frequently fromcomunities where people would not like to
go outside their houses because of the levels of air
pol lution that, you know, surround their nei ghborhoods.
And so how you bal ance the design issues along with the
managenent of the vehicles and the pollution is really not
that easy to acconpli sh.

BOARD MEMBER RI ORDAN: Madam Chair, If | could
j ust comrent.

Slide 4, which is the urban spraw and the smart
fortwo growmh. You know, in past a | ot of people have
supported -- and particularly | conme froma county that is
land rich. | think it would be interesting to see what a
factor m ght be when you factor in dedicated wal king paths
and bi ke paths and riding trails. It mght be a very
interesting thing. You mght achieve still, you know, the
curves and the things that people, quote, enjoy when they
go through a conmunity, not the grid pattern that is shown
in smart fortwo grow h.

But if you factor in - and sone of the |arger
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projects in our area have - the dedi cated wal ki ng paths
and bike trails, et cetera -- and they are used. They are
really very successful. And they're beautifully
mai nt ai ned, because a honeowners' association has been
able to do that. But it would be an interesting el enent
to factor into that and sonebody | ook at that in a nore
serious way as well.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

| think we could nmove on then to our next item

And appreciate the briefing.

And the next one is an update on our progress on
AB 32.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Thank
you.

This itemis another in the ongoing series of
updates to the Board on our progress in inplementing the
| andmark climate change bill and Scopi ng Pl an

When Gover nor Schwar zenegger signed AB 32 in
Septenmber of '06, the Air Resources Board received one of
t he nost chal | engi ng assi gnnents of our 40-year history -
reduce California' s greenhouse gas em ssions to 1990
| evel s by the year 2020. The workload is huge and the
deadl i nes are tight.

Today, two years and nine nmonths later, |I'm
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pl eased to report that we're on schedule to neet AB 32's
deadl i nes. For exanple, in June of 2007, the Board
adopted a list of nine discrete early actions. To date,
you have adopted regul ations to inplenent eight of the

nine, and the last one is comng in front of the Board

t oday.

I n Decenber 2007, the Board established the 2020
target of 427 mllion netric tons of greenhouse gas
em ssions, which will require a reduction of 169 nillion

metric tons of greenhouse gas emi ssions fromthe
busi ness-as-usual case. |I|f the greenhouse gas regul ations
before the Board today are adopted, the Board will have
adopted regul ations that will achieve over a quarter of
t he reductions needed to neet this goal

G ven the breadth and depth of topics involved in
AB 32 inpl enentation, ARB nust work closely with its
sister state agencies, other jurisdictions and
st akehol ders to ensure that it inplements the best climate
change program possi bl e.

We continue to participate in the dinmate Action
Team which in April released its biennial report.

We are participating in the Cimte Action Team
Public Health subgroup with the Department of Public
Heal th and ot her agencies, which was fornmed earlier this

year to provide advice and analysis on the public health

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

18
i npacts of climte change, as well as to evaluate the
health i npacts of the Scoping Plan's greenhouse gas
em ssi on reducti on measures.

The Cimate Action Team Public Health Team has
al so convened a workgroup to facilitate public discussion
of these issues, and the workgroup held its first neeting
just |ast week.

ARB has al so been working closely with the
Western Climate Initiative, to which California's
Cap- and-Trade Programwill be linked to create a regiona
cap-and-trade system ARB staff actively participates at
every level of the Western Climate Initiative planning and
is working diligently to ensure that the WCI programi s
designed in such a way as to nmaxi m ze benefits to
California while hel ping to advance effective clinmate
change policies in other states and provinces.

Today staff will provide an update on these and
other topics related to Scoping Plan inplementation, with
speci al enphasis on the formation of the Econonic and
Al'l ocation Advisory Comrmittee and the ongoing programto
design cap and trade regul ati ons.

Ms. Brieanne Aguila, fromour Ofice of dimte
Change, will present the staff presentation

Bri eanne.

(Thereupon an overhead presentati on was
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Presented as follows.)

CHAlI RPERSON NI CHOLS:  Thanks.

Bef ore you start, let me just say a word about
the context that this is taking place in, because | don't
want anyone who's listening or the Board menmbers to think
that we are operating here in a vacuum unaware of what's
going on at the national level or in our sister states.

So |l just -- | do want to flag for everyone's attention
the fact that we are making major progress | guess, first
of all, close the hone. The State of Oregon's Legislature
has just passed a | ow carbon fuel standard bill, with sone
assi stance fromour staff which they asked for. And so
we're very pleased to see that this nmovenent is spreading
as it should be.

Al so, and obviously even nore significance, is
the fact that the House of Representatives is noving
forward on major legislation that deals not only with cap
and trade but with other neasures that are part of the
California AB 32 program And | think it's always been a
goal of the State, both in the legislation and the
CGovernor's inplenentation of this program that our
| eader shi p should not be sonething that excluded others,
and, in fact, was really designed to attract others to the
cause. And so we've known for some time now that the

Qharma Admini stration was determined to get a bill through
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and that Chai rman Waxnman and Markey and Speaker Pel os
were all conmitted to the cause. But | don't think anyone
really expected to see as nuch progress as has been nade
so quickly. And it's particularly interesting to see how
various bl ocks of voters of members at |east are com ng
t oget her behind the basic notion that action does need to
be taken, that econom ¢ neasures have got to be a part of
it, new market-based programbut a mx of different kinds
of measures and really very nmuch follow ng the basic
pattern that California set out.

There's al so some features in the federal bil
that we're still concerned about, ways in which we're
trying to make it stronger. But the target that they have
set in terns of enmissions reductions is a very anbitious
one, actually slightly nore anbitious than AB 32.

And there's also going to be I think sone
i nteresting questions about how state prograns will be
part of and merge into the federal program Although it's
clear that there's an intent that state prograns wl|
exi st side by side with the federal programthat
conpl ement and actually can inpl enent sone of the federal
goals. But particularly in the areas that we're getting
into now with cap and trade prograns there's going to be
sonme questions about timng and inplenmentation. And we

are proceeding on the notion that when and if there's
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clarity about the federal program California will be able
to take advantage of it and be part of it. But that for
the tine being it's extrenely inportant for all concerned
that we continue to work on these issues, because we've
al ready seen how nmuch our willingness to get out there and
try things has benefited the country as a whol e.

So sorry for that brief pause. But we'll turn it
over now to Brieanne.

MS. AGUILA: Thank you.

Good norni ng, Chairman Nichols and nenbers of the
Boar d.

Though only four nonths have passed since we
first gave you a Scoping Plan |nplenentation Update, the
Air Resources Board has nade significant progress on this
groundbr eaki ng plan and rmuch has occurred at the federa
level, in part in response to California's actions to
conbat climate change.

--000- -

MS. AGUILA: Today we will be updating you on
recent actions by the Cbama Admi ni stration towards
i mpl enenting a federal greenhouse gas vehicle standards
program and actions by Congress to pass a climate change
bill.

We will provide a general update on

i mpl enent ati on of Scoping Plan neasures and coordi nati on
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with our sister agencies. W wll also discuss the
formati on of the Econonic and Allocation Advisory
Conmittee. Finally, we will describe progress on the
cap- and-trade regul ati on.

--00o0- -

MS. AGUILA: In May, the Cbana Adm nistration
conmtted to the first ever national greenhouse gas
vehi cl e standards, which are planned to match California's
by 2016. While the federal programwould start nore
slowy than California's, we will still see greater
reductions in the earlier years of the federal program
because of its national scope. The auto industry is
expected to drop all lawsuits against states planning to
adopt greenhouse gas vehicl e standards.

In addition, California has preserved the right
to establish nmore stringent rules in the future. W are
starting to work on the next round of standards that will
begin with the 2017 nodel year. W plan to bring those
regul ations to the Board for your consideration next year

We still need the waiver fromthe U S
Envi ronnental Protection Agency to enforce the Pavl ey
regul ati ons, but we expect to get that later this nonth.
This waiver will allow us to start enforcing Pavley this
year, initiating an earlier adoption of the standards in

Cal i fornia.
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--000- -

MS. AGUI LA: In My, the House of
Representatives' Energy and Commerce Conmittee passed the
American C ean Energy & Security Act of 2009, also known
as the Waxman-Markey bill. This |egislation would
establish a federal renewable portfolio standard of 20
percent. It would also establish a greenhouse gas
cap-and-trade programwi th targets 17 percent bel ow 2005
| evel s by 2020 and 83 percent bel ow 2005 | evel s by 2050.
Points of regulation for the electricity, transportati on,

i ndustrial and natural gas sectors would be roughly
conparable to that proposed in California's Cimate Change
Scopi ng Pl an.

The full House is expected to vote on this bill
as soon as tonorrow.

--000- -

MS. AGUILA: As currently drafted, the
Waxman- Markey bill woul d i npose a tenporary noratorium on
State cap-and-trade prograns from 2012 through 2017. This
nor at ori um woul d not apply to intensity-based
conpl ementary measures such as the | ow carbon fuel
standard or other elenments of our Scoping Plan beyond cap
and trade.

The bill also contains a mechanismfor

distributing funds to states. ARB staff estimates that
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California would receive $90 billion in Waxman- Mar key
fundi ng through 2025.
--00o0- -

M5. AGUILA: Now let's turn to what has been
happening in California. As you know, in recent nonths
t he Board has been busy with the adoption of clinmate
change Scopi ng Pl an neasures.

In January, you adopted the AB 32 neasure for
vehicle -- nobile vehicle air conditioning systens for the
reducti on of refrigerant em ssions from nonprofessiona
servi ci ng

In February, you adopted the Sul fur Hexafl uoride
[imts in Non-Utility and Non- Sem conductor Applications
regul ati on and the Reductions in Perfluorocarbons and
Seni conduct or Manufacturing regul ation.

In March, you adopted the Tire Pressure Program

And in April, you adopted the Low Carbon Fue
Standard, or LCFS. The LCFS will junp start investment in
alternative fuels by requiring fuel providers to reduce
the carbon intensity of transportation fuels. This
first-of-its-kind standard establishes demand for | ow
carbon fuels w thout favoring one over the other. In
2020, the LCFS will reduce the carbon intensity of
California's vehicle fuels by at |east 10 percent and

reduce enissions by 16 mllion netric tons of CO2
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equi val ent .

Al five of these neasures were included in the
list of discrete early actions approved by the Board in
June 2007. Wth action on these nmeasures, the Board has
approved eight of the nine discrete early action neasures.
And | ater today you will be considering the last of the
nine, the Landfill Methane Control Measure.

In today's Board book, you can find the Scoping
Pl an Measures | nplenentation Tineline. This tineline,
whi ch is updated regularly, provides information on al
Scoping Pl an neasures. The nobst recent version can be
found online at ARB's nain clinate change web page.

--000- -

MS. AGUILA: Later today we will present two
nmeasures for your consideration: The Landfill Methane
Control Measure and the Cool Car Standards and Test
Procedures Measure. Together, these measures will reduce
em ssions by alnpbst 1.9 million metric tons of CO2
equi val ent in 2020.

| f adopted by the Board today, the total expected
reducti ons fromregul ati ons adopted by the Board to date,
will be approximately 50 million nmetric tons of CO2
equi val ent in 2020.

And | ater today, we will present the AB 32 Cost

of I nplementation Fee Regulation. This rule wll
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institute a fee to cover the admi nistrative costs of AB 32
i npl enentati on. These include ongoi ng program costs
incurred by ARB and ot her state agencies. The fee wll
al so repay programstart-up loans fromthe previous two
fiscal years. The regulation will take effect January
2010, and we anticipate collecting the fee for the
2009- 2010 fiscal year

--00o0- -

MS. AGUILA: ARB recently passed the first major
deadl i ne of nandatory greenhouse gas em ssions reporting.
Staff has been busy over the past several nonths providing
training for ARB's online reporting tool. About 800
reporting facilities and power entities are subject to
reporting, and about 90 percent of these are registered
and using the online reporting tool. ARB staff devel oped
gui dance, hel d workshops and webi nars, and provided
significant one-on-one assistance on the tool to help
facilities neet the June 1st deadline for the reporting of
2008 emi ssions. As of earlier this week, 82 percent of
facilities registered to use the reporting tool have
conpleted reporting. ARB staff is working with the
remaining facilities to conplete all reporting as soon as
possi bl e.

--000- -

MB. AGUILA: ARB staff continues to work closely
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wi th ot her agencies and stakehol ders on Scopi ng Pl an
i npl enentation. W continue to participate in the dimte
Action Team or CAT. In April, the CAT released its draft
bi ennial report. This report synthesizes 40 research
papers focused on the inpacts of climte change on
California. The biennial report will help guide the CAT
and ARB devel op policies to reduce greenhouse gas
em ssi ons, adapt to clinmate change, and ensure that
rel ated deci sions are based on sound science.

ARB is also participating in the recently forned
CAT Public Heal th workgroup

We al so continue to work closely with the
California Energy Conmi ssion and Public Utilities
Conmi ssion on a nunber of issues, including inmproving the
qgquantification of em ssion reductions from energy
efficiency and addressing the treatnment of conbi ned heat
and power, or CHP, in AB 32 inplenentation. Staff is also
foll owi ng each agency's renewabl e portfolio standard
assessnent activities.

ARB is also a nenber of the |Interagency Forest
Wor ki ng Group, which consists of representatives from
seven state and federal agencies. This group has net
three times since forming in early 2009 to di scuss Scopi ng
Pl an i npl enentation and i ssues related to the forest

sector.
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ARB has al so been involved with the Green Collar
Jobs Council, which is a multi-agency council wth broad
inter-disciplinary representation. |Its missionis to
coordi nate economni c devel oprment, workforce training, and
job creation efforts at the state level. ARB s role has
been to keep the council apprised of AB 32-related efforts
as they discuss current and economc -- future economc
devel opnent activities.

Staff is also working with the California Ar
Pol lution Control O ficers Association, or CAPCOA, on a
joint work plan for AB 32 inplenentation. ARB and CAPCOA
neet nonthly to discuss AB 32 coordi nation, collaboration
efforts, and measure-specific inplementation issues.

--000- -

M5. AGUILA: ARB is actively participating in the
recently formed Clinmate Action Team Public Health
Workgroup. It is an interagency group that is jointly
chaired by ARB and the California Department of Public
Heal th. The CAT subgroup will provide advice and anal ysis
on the public health inpacts of climte change and the
eval uation of the health inpacts of greenhouse gas
reducti on neasures. The subgroup will also focus on other
public have health issues such as adaptation and
nmtigation

The subgroup hosted their first public workgroup
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neeting on June 18th. At that neeting, ARB and Depart nent
of Public Health staff provided an overvi ew of recent
public health climte change activities in California.
They al so presented a summary of a research project
devel oped to create a nethod to identify already inpacted
comunities. ARB will discuss our use of this nethod at
the next public neeting, to be held on July 6th.

--00o0- -

MS. AGUILA: Now, noving on to the nore conpl ex
topic of California's cap-and-trade regul ation

W would like to take a moment to review what
cap-and-trade is, what its benefits are, and how it works.

--000- -

MS. AGUILA: Cap-and-trade is a policy nechani sm
that establishes a cap - or upper limt - on an amount of
pollution allowed to be released into the environnent. In
the case of California's cap-and-trade program we're
referring to greenhouse gas em ssions. Each year, a
government agency issues pernits, also called allowances,
for a one-time right to emt greenhouse gases. Capped
facilities nust hold all owances equal to their greenhouse
gas em ssions, and periodically submt the allowances to
t he governmental agency. W expect to allow facilities to
use a limted nunber of high quality offsets for a snall

part of this obligation.
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The nunber of allowances issued decreases each
year, lowering the cap and forcing a decline in greenhouse
gas em ssions. Those covered by the program rmust reduce
their em ssions or conpete for increasingly scarce
al I owances.

--000- -

MS. AGUILA: One of the advantages of a
cap-and-trade programis that it allows capped facilities
to find the | ow cost nmethod of conpliance. Facilities
t hat can reduce their greenhouse gas em ssions for a
relatively Iow cost will sell their allowances to those
facilities that have a relatively high cost of em ssions
reductions. This trading a of allowances establishes a
mar ket price for greenhouse gas em ssions.

--00o0- -

MS. AGUILA: One of the npbst critical design
aspects of a cap-and-trade programis how al | owances are
all ocated to capped facilities. There are two genera
options for allowance allocation: 1) at no cost to the
capped facilities, otherw se known as free distribution,
or 2) at a cost to the capped facilities, for instance,

t hrough an auction. Most likely we will start the program
with a combination of the two.

| ssues related to the allowance allocation wll

be addressed in the design of the cap-and-trade program
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Sone of these issues include em ssions | eakage due to
conpetitiveness from out-of-state businesses, the
potential for windfall profits caused by free
di stribution, the effect of allowance price on energy
prices, as well as distributional equity across various
groups, including household types, |locations, industries,
and busi nesses.

These are some of the issues that ARB has asked
the Econonic and Allocation Advisory Commttee to address.
--00o0- -

MS. AGUILA: The Economic and All ocation Advisory
Conmittee was announced by ARB and the California
Envi ronnental Protection Agency last month. This
conmttee will evaluate the inplications of different
al  owance allocation strategies and will help inform ARB' s
continued econonic analysis. W are honored to have such
an esteened group of experts, chaired by Professor Larry
Goul der of Stanford University, advising us on these
pi votal issues. W |look forward to receiving their
recomendations in |late 2009. This commttee will convene
for the first time on July 1st.

--000- -

M5. AGUILA: Before we delve into the update on

t he cap-and-trade rul e-nmaki ng, we thought you woul d be

interested in |learning nore about regi onal and
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international efforts to inplenment greenhouse gas
cap-and-trade prograns, especially the Western dimate
Initiative, an effort in which California is actively
partici pating.

To Regi onal G eenhouse Gas Initiative, or RGH,
is a collaborative effort by ten northeastern and
m d-Atlantic states to establish a cap-and-trade program
Their goal is to reduce CO2 em ssions fromthe power
sector by 10 percent by the year 2018. Mst RGE
al | owances are auctioned, with several states choosing 100
percent auctioning. So far RGA has held four quarterly
aucti ons.

The M dwest G eenhouse Gas Reduction Accord,
conposed of six Mdwestern states and one Canadi an
provi nce, was established in |ate 2007. The goal of this
programis to al so devel op a regi onal greenhouse gas
cap-and-trade program Draft recommendations rel eased
this nmonth suggest reduci ng greenhouse gas emni ssions by 20
percent bel ow 2005 | evel s by 2020 and 80 percent bel ow
2005 | evel s by 2050.

The European Uni on Em ssions Tradi ng Scheme, or
EU ETS, began operating as the largest nulti-country,
mul ti-sector greenhouse gas enissions trading systemin
2005. Its goal is to reduce electricity generation and

i ndustrial em ssions by 20 percent bel ow 1990 | evel s by
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2020. Its first phase was a three-year trial period
covering em ssions in 2005 through 2007. Wen the first
bottom up emi ssions inventory data were revealed in Apri
2006, the program was shown to be over-allocated in the
first phase, and the price of allowances for this phase
crashed. The programis currently in its second phase.

The European Conmi ssion has |aid out plans for
its third phase. In this phase, beginning in 2013, the EU
ETS expects to nmake much greater use of auctioning, nost
notably in the electricity sector.

--000- -

MS. AGUILA: The California cap-and-trade program
will be linked to the programs of our partners in the
Western Clinate Initiative, or WC 1. The goal of the WC
is to establish a regional cap-and-trade programto reduce
greenhouse gas emi ssions 15 percent bel ow 2005 | evel s by
2020. This target is conmparable to California's AB 32
goal. The benefits of a regional trading market are many,
i ncluding | ower conpliance costs for capped facilities,
reduced | eakage of emi ssion, and retention of jobs in
California.

Here you see a list of WCI committees working on
i ssues related to the design of a cap-and-trade program
In February, the WCI released its 2009-2010 work plan, and

its commttees are making significant headway in designing
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a uni form program

ARB staff and staff from other State agencies
have been actively participating in all WC activities.
And WCI work has been closely coordinated with our efforts
on California's cap-and-trade rul e- maki ng.

Al so of note, |ast week WCI Partner Quebec passed
| egislation enabling it to adopt a cap-and-trade program

--00o0- -

MS. AGUILA: The goal of the California
cap- and-trade rul e-maki ng process is to establish a
br oad-based California programthat provides a fixed limt
on greenhouse gas em ssions. Establishing a programthat
covers approxi mately 85 percent of our emi ssions is no
small task. This requires the input of nmany of our sister
agenci es, especially the California Energy Comi ssion,
Public Utilities Conm ssion, and Attorney General's
Ofice.

This year our focus is on soliciting stakehol der
i nput on key program design i ssues. Next year we wil|
expand our focus to performng and soliciting public input
on anal yses required for the regulation. These include
the environnental inpacts, public health, and econom c
anal yses. Though we plan to release a prelininary draft
of the cap-and-trade regulation later this year, our

continuing consultation with stakehol ders over the next
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year will assist us in refining the regulation

The cap and trade regulation is slated for Board
consi deration in Novenber 2010. This will allowus to
neet the target |aunch date for the California
cap- and-trade program on January 1st, 2012.

--000- -

MS. AGUILA: The mmj or program design el enents
that we are addressing this year include:

Setting the cap, or the maxi num al | owabl e
gr eenhouse gas emni ssions, for each year from 2012 to 2020;

The overall strategy for distributing allowances,
and the technical methods needed to carry out that
strat egy;

Em ssions reporting requirenments, including new
nmet hodol ogi es for capped sources that are not yet included
in the mandatory greenhouse gas reporting regul ation;

Rul es and processes for the use of offsets;

A system of market operations and oversight to
ensure that the programruns snoothly and fairly; and

An effective enforcement programto ensure
conpliance with both AB 32 and the cap-and-trade
regul ation. ARB, the California Environmental Protection
Agency, and the Attorney General's Ofice have net with a
nunber of experts on enforcenent-related issues.

--000- -
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Ms. AGUILA: So far, ARB has held 12
wel | -attended public neetings on several topics focused on
maj or program design elements. These neetings offered
staff and stakehol ders the opportunity to discuss design
options for the cap-and-trade regul ation.

--000- -

MS. AGUILA: ARB staff will continue to hold
public neetings on the cap-and-trade regul ati on over the
next year. The topics for neetings planned for the sumer
nmont hs include |inkage of the California programto other
systens, reporting for cogeneration facilities, and
defining conpliance obligations and eni ssions data trends
to assist in cap setting.

Over the next couple of nmonths, we also plan to
rel ease white papers on crediting voluntary early action
in the California cap-and-trade program and the reporting
of emissions from bi omass.

For the nbst up-to-date informati on on upcom ng
cap-and-trade activities, we have set up a Cap-and-Trade
Program website. The URL for this site is shown at the
bottom of this slide.

Thank you very much for your attention today.

CHAlI RPERSON NI CHOLS: Thank you. That's a very
conpr ehensive summary of a |lot of materi al

Do Board members have any questions at this
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poi nt, or coments?

Yes, Dr. Telles.

BOARD MEMBER TELLES: Thank you for the
presentation.

VWhen we approved the Scoping Plan, one of the
maj or concerns was fromthe Environnental Justice
conmunity that sone of the issues they brought up would be
heard. And in your presentation there wasn't really too

much nention of that, especially the Environnental Justice

Action Comrittee. | wonder what the status of that is.
And in the neetings for the cap and trade, | nean that was
one of their mmjor concerns about cap and trade. |Is there

going to be a nmeeting in regards to the effective cap and
trade on environnental justice?

CHAlI RPERSON NI CHOLS: M. Kennedy, would you like
to respond?

And were you at the ETAAC or did you follow the
di scussion yesterday? | mght be able to add to that
if --

ASSI STANT EXECUTI VE OFFI CER KENNEDY: | actually
was not at the ETAAC neeting. So if you have sonething
you - -

CHAI RPERSON NI CHOLS: | can add then

Go ahead t hough.

ASSI STANT EXECUTI VE OFFI CER KENNEDY: But one of
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the things that we are | ooking to actually use the Public
Heal th Workgroup for is to use that forumas a nechani sm
for tal ki ng about the appropriate methodol ogies for
eval uating the sort of concerns that the Environnenta
Justice comunity had around the cap-and-trade program
W will then be taking -- in the cap-and-trade program
over the course of the next several nonths, you know,
taking a | ook at those methodol ogi es, figuring out howto
best address the public health concerns that they were

rai sing and other sort of co-benefit issues.

W will have at |east one workshop and probably a
series of themstarting this fall, |ooking at what sort of
design and other issues -- other considerations we m ght

have for the cap-and-trade programin order to address
those concerns. So it is something that we're working
into the workplan overall

CHAI RPERSON NI CHOLS: Yeah, there's sort of two
separate but obviously related issues that the
Envi ronnental Justice Advisory Comittee has focused on.
One is of course the potential of a cap-and-trade system
to exacerbate or at |east not help, not get as much
benefit as could be obtained for public health if it's not
designed properly. And the other is the economc
di stributional inpacts of the cap-and-trade program and

whet her revenues that might be coming into the State or
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realized -- or savings that would be realized by the
private sector shouldn't be also directed in a way that
woul d hel p deal with the problens of communities that are
al ready adversely inpacted by pollution.

So, as M. Kennedy pointed out, the Public Health
Group is working with nenbers of the Environnental Justice
Advi sory Conmittee to sort of refine the technica
assessment ability that we have to |l ook at the
cap-and-trade systemin that regard. The other issue is
that the Environnental and Technol ogy Advi sory G oup --
t he Technol ogy Advancenent Group, which is another
statutory advisory comittee that parallels the
Envi ronnental Justice Advisory Committee, has actually
been neeting jointly with -- the two conmttees are now
neeting at least in part jointly. So Jane WIlians, who's
the co-chair of the EJAC, as we call them was neeting
yesterday with the ETAAC. And the question then came up
whet her this new conmittee, the Allocation Advisory G oup,
woul d | ook not just at kind of macro econom c i ssues about
cap and trade, but would al so be focusing on
di stributional effects of the cap-and-trade program who
bears the burden and so forth.

And it's very clear that that group has al so
taken on as part of their charge this question of fairness

in the design of the whole program So we're definitely
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novi ng beyond the theoretical, which is where we were
probably at the tine of the Scoping Plan, into the
practical details of how you actually make something |ike
this work. And, you know, if | hear people say one nore
time, well, a well-designed cap-and-trade programw |l do
X, Y, and Z, you know, |'mgoing to bust them because --

(Laughter.)

CHAI RPERSON NI CHOLS:  -- | think we now know t hat
it's up to us to make sure that this thing is well
desi gned, and now we really to have figure it out.

So these issues are definitely alive and well.

But | can't report yet on any substantive progress,
because they're really just getting organized at this
poi nt .

So that's about the best | can do in response to
the question. But it's a very tinmely and inportant
qguesti on.

Any ot her?

Yes, Dr. Sperling.

BOARD MEMBER SPERLI NG  Speaki ng of well -designed
prograns and cap and trade, what -- if the Waxman- Markey
climate bill is adopted in sonme formthis fall or even
after that, you know, with a big cap-and-trade program
what's the thinking about what California's going to do in

terms of noving forward with the cap and trade part of our
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progr anf

CHAI RPERSON NI CHOLS: Wwell, good -- take it away.

ASS| STANT EXECUTI VE OFFI CER KENNEDY: Yes. Part
of what we're doing at this point is we're keeping a very
cl ose eye on progress. And as Chairman Ni chols mentioned,
we're very pleased at how rapid progress has been today.
Getting a bill into law this year is still going to be
very difficult to do

So at this stage we're sort of noving forward as
i f, you know, Waxman-Markey is not going to be adopted.
W' re designing the cap-and-trade programto get the
California programready to be operational in 2012.

But as we watch the progress on the federa
bill -- you know, as we nmentioned in the presentation,
there is a noratoriumin the bill as it's currently
witten that would prevent us if it was in |law from
starting our cap-and-trade programin 2012. Cbviously
that will affect our plans.

Because it's a noving target on what the bil
will look like and when it gets adopted and when it goes
into force, at this point we're sort of in a watch and
wait and be ready to adapt to the situation as it noves
f orwar d.

CHAI RPERSON NI CHOLS: Yeah. The only thing

would add is that the bill inits current form that was
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rel eased | believe two days ago, is over 1200 pages | ong.
And it still is inconplete. There are nany pieces of it
that have yet to be filled in. And even when those are
filled in, it seens clear that the Administration is going
to need to actually figure out how to inplenent pieces of
it, either with regulation or just by admnistrative
action.

And so | think those of us who've been in the
trenches on this have conme to the conclusion that at |east
for now it doesn't nake sense to suspend our activities,
because | think they're going to be needed one way or
another at least as input into that process.

BOARD MEMBER SPERLING And to the extent that's
true, you know, with this preenption clause, does that
affect also the distribution of the revenues, do you know?
In other words are we going to have any control over that
revenue distribution?

CHAlI RPERSON NI CHOLS: The way the plan is
currently designed, a significant portion of the revenues
are remtted directly to states, either just in whole or
t hrough specific prograns, |ike to existing state energy
efficiency prograns or existing forestry prograns, for
exanpl e.

So | haven't totaled up the percentages that

woul d actually flow through the State or how much
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di scretion the State would end up having at the end of the
day about how t hose revenues woul d be used. But ny
impression is that there's quite a lot, and that people
are just beginning to really absorb what that could nean.

For exanple, the noney that goes to the utilities
sector is clearly subject to oversight by utility
regul atory agenci es.

Okay. Thank you very much. Appreciate the
updat e.

And we now nove on to the inplenentation stage
with the first of our itens this norning that is a
regul ati on under AB 32.

M. Cackette.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Thank
you, Chair Nichols.

I'n June 2007, the Board identified a neasure to
reduce nethane em ssions from nmunicipal solid waste
landfills as a discrete early action item Minicipa
solid waste landfills are the second | argest anthropogenic
source of methane. Methane is a major contributor to
climate change, with a global warm ng potential of 21
times that of carbon dioxide.

The proposed regulation is the last of the early
di screte action neasures and will result in an em ssion

reducti on of about one and a half mllion netric tons of
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car bon di oxi de equi val ent in 2020.

Staff's proposal is the result of an extensive
i nvestigation and consultation with representatives from
the solid waste industry, local air districts, and
envi ronnent al organi zati ons.

Staff also worked closely with the California
I nt egrated Waste Managenment Board on the proposal and
greatly appreciates their assistance and support.

Renal do Crooks fromthe Stationary Source
Division will provide the presentation

CHAI RPERSON NI CHOLS: Good norning, M. Crooks.

MR, CROOKS: Good norning.

(Thereupon an overhead presentati on was

Presented as follows.)

Thank you, M. Cackette, and good norni ng,
Chai rman Nichol s and menbers of the Board. Welcone to
today's Board hearing to discuss staff's proposed
regul ation to reduce greenhouse gas enissions from
nmuni ci pal solid waste landfills.

--00o0- -

MR, CROOKS: This norning | will provide you with
a brief overview of today's proposal covering the topics
on this slide.

--000- -

MR, CROOKS: | would first like to discuss why

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

45
today's proposal is inmportant and howit fits into the big
pi cture of reducing greenhouse gases in California.

--00o0- -

MR, CROOKS: This proposal is one of nine
early -- discrete and early action neasures. The proposa
was devel oped in close collaboration with the California
I ntegrated Waste Managerment Board staff.

Met hane is a major contributor to climate change,
havi ng a gl obal warm ng potential of about 21 tines that
of carbon di oxi de.

The proposal requires owners and operators of
uncontrolled landfills to install gas collection and
control systems. The proposal also includes perfornmance
standards for newy installed and existing gas collection
control systens

--000- -

MR, CROOKS: The Landfill Methane Capture is the
| ast early action to be considered by the Board.

| mpl enent ati on and enforcenent of the proposa
will result in an estimated total em ssion reduction of
1.5 mllion nmetric tons of carbon di oxi de equivalent in
2020, which exceeds the initial em ssion reduction
estimate of 1 million netric tons in the Scoping Plan

--000- -

MR, CROOKS: Next, | would like to provide you
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wi th some background information on landfill gas
col l ection and control
--00o0- -

MR, CROOKS: Decomnposition of the organic portion
of municipal solid waste contained in landfills leads to
t he production of landfill gas, containing approxi mately
equal anounts of carbon dioxi de and nethane, along with
trace gases.

The control of landfill gas prevents nethane and
t oxi ¢ conmpounds contained in the gas fromeither being
rel eased in the atnosphere as fugitive em ssions or
m grating underground to cause groundwater contani nation.

--000- -

MR, CROOKS: Most landfills are currently
regul ated by local air districts.

During the 1990s, nmany landfills were required to
install gas collection and control systens to conply with
district rules designed to reduce non-net hane organic
conpounds, a precursor to the fornmation of ozone.

These district rules inplement federal |andfil
gas control requirements which focus primarily on
achi eving reducti ons of non-nethane organi c conpounds and
not met hane eni ssions.

--000- -

MR, CROOKS: Landfilling is basically a
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t hree-step process consisting of spreading the waste into
thin layers, conpacting the waste, and covering the waste
with soil.

At a later date, typically within two to five
years, gas collection wells are installed in the buried
wast e and connected to a gas collection system They are
installed at a later date to coincide with the initiation
of substantial gas generation, or when a fill area reaches
final grade.

--00o0- -

MR, CROOKS: Gas collection systenms can be
categorized into two basic types - active and passive
syst ens.

Active systens consist of landfill gas noving
equi prent which routes the landfill gas to a contro
system for conmbustion, treatnent, or conversion

Passi ve systens rely on the natural pressure
gradient to typically vent methane into the atnosphere.

--000- -

MR. CROOKS: This slide provides exanples of gas
collection wells connected to passive and active systens.

Exanmpl es of two types of vent pipes that rel ease
nmet hane directly into the atnosphere are shown at the top
of the slide.

The picture at the bottomof the slide is an

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

48
exanpl e of a vertical gas collection well that is
connected to an active gas collection system

--00o0- -
MR, CROOKS: The collected gas is usually
conbusted. If the landfill does not produce enough
net hane to econom cal ly support energy recovery or
conversion techniques, a flare may be the nost suitable
control method. Flares can either be open or encl osed.
Conbustion devices that recover energy include
reci procating engi nes, turbines, mcroturbines, and
boil ers. For some of these devices, the landfill gas nust
be pretreated to renpve contaninants to ensure their
proper operation.
--000- -
MR. CROOKS: Open flares are the nost inexpensive
and represent the sinplest flaring technol ogy.
pen flares also emt nore light, noise, and heat
and are nore difficult to source test.
--000- -
MR. CROOKS: This is an exanple of an encl osed
flare, which is the nost common control device used at
[ andfills.
The encl osure reduces |ight, noise, and heat and
allows the flare to be | ocated at ground | evel.

Unli ke open flares, the amount of gas and air
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entering can be controlled, naking conbustion nore
reliable and efficient.

Encl osed flares can be easily source tested to
neasure destruction efficiency.

--00o0- -

MR, CROOKS: O her technol ogi es used to convert
landfill gas into a product or energy are landfill gas to
vehicle fuel, pipeline quality natural gas, or using
landfill gas to produce electricity. For electricity
generation, we support the cleanest technol ogies, for
exanpl e Mcroturbines, gas turbines or fuel cells.

--000- -

MR. CROOKS: There are about 367 landfills
currently in ARB's landfill inventory that have the
potential to generate methane eni ssions.

In California, landfills are the second | argest
man- made source of methane, behind |ivestock em ssions,
and represent about 1 percent of the statew de greenhouse
gas inventory.

--00o0- -

MR, CROOKS: Greenhouse gas em ssions from
landfills were estimated to be about 6.3 mllion nmetric
tons of carbon di oxi de equivalent in 1990, and in 2000 the
greenhouse gas emnission |level dropped to 5. 8.

During this time period, several landfill gas
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control neasures were adopted such as ARB' s suggested
control neasure for landfill gas emi ssions, and local air
district and federal landfill gas rul es.

Al t hough these nmeasures targeted primarily
non- met hane organi ¢ conmpounds and vol atile organic
conpounds, it also had the added benefit of reducing
gr eenhouse gas em ssions such as nethane.

O her factors include the California Integrated
Wast e Managenent Board's successful efforts to achieve
their 50 percent statewi de recycling goal and solid waste
i ndustry's conmitrment to reduce |landfill gas em ssions.

However, due to popul ation growh and increased
wast e di sposal, greenhouse gas enissions are forecasted to
increase to approximately 7.7 mllion nmetric tons in 2020.
Thi s underscores the need for the proposed regul ation.

Factors that nay affect this projection include:
The inplenentation of the California Integrated Waste
Management Board's best management practices, increased
wast e di version, and comercial recycling.

--00o0- -

MR CROOKS: At this tine | would |ike to present

the requirenents of today's proposal
--00o0- -
MR, CROOKS: The objectives of this proposal are

to:
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Real i ze significant reductions of greenhouse gas
em ssi ons qui ckly;

Ensure early collection and reduction of fugitive
net hane em ssions by requiring controls on uncontrolled
[ andfills;

Ensure that existing and newWy installed gas
collection and control systens are being naintai ned and
operating the optimally; and

Finally, ensure no relaxation in conventional air
pol | utant controls.

--000- -

MR CROCKS: Staff has nade extensive efforts to
provi de opportunities for participation in the rul e-nmaking
process.

Qur public outreach efforts included neetings
wi t h stakehol ders through a series of seven technica
wor kgroup neetings and three public workshops.

These groups included representatives fromthe
solid waste industry, local air districts, loca
enf orcenent agencies, the United States Environmental
Protecti on Agency, environnental organizations, and other
interested parties. Staff also created a website and
mai nt ai ned an Enail address |ist.

In devel opi ng the proposed regul ati ons, staff

worked closely with California Integrated Waste Managenent
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Board staff who are supportive of our proposal
--000- -

MR. CROOKS: This proposal applies to al
landfills that received solid waste after January 1st,
1977.

Hazardous waste landfills and landfills
containing only construction and denolition waste or
non- deconposabl e solid waste, which is incapable of
form ng significant amounts of landfill gas, are exenpt
fromthe requirements of the proposal

Smal |l er, closed and inactive landfills are also
exenpt fromthe proposal because they are not expected to
generate sufficient amounts of landfill gas.

--000- -

MR. CROOKS: Smaller, active landfills would be
required to conply with linmted reporting requirenents.

Owners and operators of |arger active, closed,
and inactive landfills nust determne if they are required
to install controls based on the landfill's gas heat input
capacity.

If the landfill's gas heat input capacity is
greater than or equal to 3 mllion BTUs per hour, the
landfill owner or operator must either install controls
and conmply with the requirenments of this proposal or

denonstrate that the landfill generates an insufficient
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amount of landfill gas.
The proposal requires a design plan for the
installation of a properly designed and operated active

gas col lection and control systemthat mnimzes nethane

em ssi ons.

Landfill owners and operators are all owed
flexibility based on a landfill's site specific
conditions. Landfill gas may also be routed to a

treatment systemthat processes the collected gas for
subsequent sale or use, or injected into the natural gas
pi pel i ne.

If a flare is to be used, it nust be an encl osed
flare. However, the proposal allows open flares to be
used if the gas quality and flowrate is insufficient to
support an encl osed flare.

Negative pressure nust be nmaintai ned at each
wel | head and the proposal al so contains a conponent |eak
st andar d.

--000- -

MR. CROOKS: The proposal establishes nethane
emssion limts of 500 parts per nmillion for surface | eaks
at any location of the landfill, and a 25 part per mllion
average over the surface of the landfill to ensure that
the gas collection systemis adequately controlling

em Sssi ons.
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I nst ant aneous or point source nmonitoring i s used
to identify fugitive enissions fromholes and cracks in
the landfill surface. And integrated nonitoring averages
t he point source neasurenents and is a good indicator of
how wel |l the gas collection systemis operating overall

Most |andfill operators, however, do not
currently conduct integrated surface nmonitoring, and
uncontrolled landfills do not currently monitor for
conpliance with either surface standard. Therefore, we
are proposing that these requirements woul d becone
ef fective January 1st, 2011, to allow landfill owners and
operators the necessary tinme to nmake system adj ust nents
and train staff in order to conply with the em ssion
st andar ds.

Landfills required to install new controls are
required to neet these standards upon commenci ng operation
of the system

--000- -

MR. CROOKS: The proposal requires:

Quarterly surface em ssions nonitoring - to
ensure that the gas collection systemis adequately
controlling em ssions. However, the working face of the
andfill where waste is being placed is not subject to the
noni toring requirenents.

Quarterly conponent |eak testing - to ensure that
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there are no point source | eaks of nethane exceedi ng 500
parts per mllion along the positive pressure side of the
gas transfer path.

Mont hly wel | head nmonitoring - to denpnstrate that
a negative pressure is being maintained; and

Final ly, annual gas control systemtesting - to
ensure that the gas control devices are operating
optimally and nmeeting the destruction efficiency
st andar ds.

--00o0- -

MR, CROOKS: The proposal contains nethane
destruction efficiency requirenents for gas contro
devi ces of 99 percent for enclosed flares and nost other
devi ces, except for |ean burn engines, which nust neet a
nmet hane outl et concentration of 3,000 parts per million or
| ess.

--000- -

MR. CROOKS: Landfill owners and operators are
subj ect to recordkeeping and reporting requirenents.

These requirements include, but are not limted
to, maintaining records of a landfill's waste acceptance
rates, surface sanpling nmeasurenents, conponent |eak
checking, gas flow rates, and control device destruction
efficiency testing results.

--000- -
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MR, CROOKS: The proposal provides flexibility,
al l owi ng owners and operators to request alternatives to
the test nethods, and nonitoring and operationa
requi renents. For exanple, safety issues associated with
surface nmonitoring or the need for alternative w nd speed
requirenents for landfills |located in high-w nd areas.

Owmners and operators will need to denonstrate why
consi deration of an alternative is necessary. They nust
al so denonstrate that requested alternatives provide
equi val ent levels of em ssion control and enforceability.

Al ternative conpliance options are subject to the
approval of the Executive Oficer

--000- -

MR, CROOKS: The conpliance schedul e for
installing controls is as foll ows:

Landfill owners and operators nmust determine the
need for installing controls and submt a design plan

Wthin 18 nmonths of approval of the design plan,
owners and operators of active landfills nust instal
control s.

If the landfill is closed or inactive, controls
nust be installed within 30 nonths of approval of the
desi gn pl an.

Landfill owners and operators with existing

control systems may need to adjust their systens for
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conpliance with the proposal and subnit an anended design
pl an.

--00o0- -

MR, CROOKS: The proposal provides incentives
whi ch allows the wal king pattern spacing to be increased
from25-foot to 100-foot intervals and the nonitoring
frequency to be decreased fromquarterly to annually for
closed and inactive landfills, if the landfill owner and
operator can denonstrate conpliance with the point and the
i ntegrated surface monitoring limts.

These incentives can continue to be used as |ong
as the landfill remains in conpliance with the surface
nmet hane em ssi on standards.

--000- -

MR. CROOKS: As discussed, there are about 367
landfills in the inventory.

Qut of these landfills we can anticipate that 218
landfills may be subject to the proposal

O these the 218 landfills: 72 are subject to
reporting requirements only; 14 are uncontrolled and may
require gas collection control systens; and 132 al ready
have gas collection and control systens installed and are
subj ect to the nmonitoring, recordkeeping, and reporting
requi renents.

Most of the remaining 149 landfills are likely to
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qualify for an exenpti on because they are bel ow t he
landfill size and gas heat input capacity thresholds, and
are expected to generate insufficient amunts of |andfil
gas to support a collection and control system

--00o0- -

MR, CROOKS: This diagram shows the |ocations of
the 14 uncontrolled landfills by local air district that
may be required to install gas collection and contro
syst ens.

The landfills are located in the follow ng | oca
air districts: Three in San Joaquin; two in Mjave
Desert; one in the Bay Area; one in San Diego; and the
others are located in smaller local air districts. There
are no uncontrolled landfills in the South Coast.

--00o0- -

MR, CROOKS: As previously nentioned, landfills
are regul ated under local air district rules that
i mpl enent federal requirenments for landfills.

For this regulation, we are working with the
local air districts in devel oping a del egati on agreenent
which would allow local air districts to inplenent and
enforce the proposed regul ation

Also, we will work with local districts to
devel op | anguage that can be added to the regul ation

clarifying that the provision of this regulation shal
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serve as the regulatory floor

G ven local air districts' expertise in
regulating landfills, staff believes that this approach is
appropriate for this proposal

--00o0- -

MR CROOKS: At this time, | would like to
present the environnental and econom c inpacts of today's
pr oposal

--000- -

MR. CROOKS: The staff's proposal requires the
installation of gas collection control systens where none
currently exist and inproves the overall operation and
mai nt enance of the gas collection systens through
noni toring and recordkeeping. Therefore, the proposa
increnentally increases the collection of nethane
generated fromlandfills.

In order to estinmate the em ssion reduction
benefits, staff needed to devel op a nethod that provides
both an estinmate of the baseline enissions and the
i ncrenental benefits of the proposal

The first step in the analysis was to establish a
baseline. To that end, we used the current em ssions
inventory for landfills and established an overal
stat ewi de nunber. We did not conduct a

landfill-by-landfill analysis because data are not
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currently available for all landfills. The baseline
efficiency is not intended to represent the current
operating collection efficiency for every landfill in the
state, but provides a plausible overall baseline from
which to estimate em ssion reductions.

To estimate the potential em ssion reductions
fromthe proposal, we analyzed data froma landfill in the
South Coast Air Quality Managenent District that is
subject to simlar performance requirenments as the
proposal and provided a robust data set. The anal ysis was
based on using surface nethane em ssion nmeasurenents in
concert with an air quality nbodel to estinmate the nmass of
em ssions comng fromthe landfill. By conparing this
nunber to the total gas collected at the landfill, we
could estimate the overall collection efficiency at the
landfill. Using this information, in conjunction with the
st at ewi de baseline, we were able to then generate a nunber
for the statew de em ssion reductions.

Staff acknow edges that this collection
efficiency may not be representative of any specific
landfill. In fact, the proposal specifically does not
call out a specific control efficiency requirenent, but
rat her enpl oys design requirenments, nonitoring,
recordkeepi ng, and reporting requirenents that taken

together will result in the increased collection of
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net hane. The actual collection efficiency for any
particular landfill may be | ess than or greater than the
val ues generated for the analyzed |andfill.

--000- -

MR. CROOKS: The staff acknow edges there is
uncertainty associated with the em ssion reduction
estimate. Baseline and controlled enmssions will likely
vary dependi ng on a nunber of factors, with a fewlisted
on this slide. These uncertainties nmay result in
em ssions reductions for individual landfills that are
greater or less than what the staff proposed.
Nevert hel ess, we believe that the approach taken provides
a plausible estimate, considering that there is not yet
highly refined techni ques for assessing em ssions or
em ssion reductions fromlandfills.

We al so acknow edge that other approaches may be
avai | abl e, but these techniques are either in the
devel opnent stage or provide only screening | eve
i nformation. For exanple, the California Energy
Conmi ssion is currently conducting an extensive study that
may provide robust data that will help inprove the
em ssions inventory, and nore advanced techni ques using
renote sensing offer even nore opportunities. Staff is
conmtted to evaluate potential different approaches that

will help inprove the em ssions and em ssion reduction
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esti mat es.
--000- -

MR, CROOKS: Using the previously discussed
anal ysis technique, the staff estimated that the statew de
i mpl enent ati on and enforcenent of the proposal is expected
to result in nmethane em ssion reductions of about 1.5
mllion metric tons of carbon dioxide equivalent in 2020,
which is greater than the 1 million metric tons estimted
in the Scoping Plan.

Installing gas collection and control systens at
the estimated 14 uncontrolled landfills would result in a
reduction of about 0.4 million nmetric tons of carbon
di oxi de.

--000- -

MR. CROOKS: The total cost of the measure,
expressed on an annual basis over the lifetine of the
proposal, ranges from6 to $14 nillion

The cost effectiveness is estimated to be $9 per
nmetric ton of carbon equival ent reduced.

And the cost on a per-household basis is
approxi nately ten cents per nonth.

--000- -

MR. CROOKS: This slide conpares the cost

ef fectiveness of the landfill neasure to sone of the other

di screte early action neasures that range from0.2 to 21
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dollars per netric ton of carbon di oxi de equival ent
reduced. Thus, the landfill measure is consistent with
the cost effectiveness estinmates from other discrete early
acti on neasures.

CHAlI RPERSON NI CHOLS: Is the cost that you're
estimating there for this rule primarily the additiona
equi prent that has to be installed or is it the better
recor dkeepi ng and other sort of |abor intensive -- nore
| abor intensive pieces of this?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD:  Yes.
This is Rich Boyd. The cost is driven primarily by the
addi tional |abor that's needed to conduct the surface
noni t ori ng.

CHAI RPERSON NI CHOLS: Okay. |I'monly raising
t hat point because this is a rule that really doesn't
require an awful lot of technology at all. It's really a
tightening up of existing rules or prograns in a way that
in theory ought to have been done when they were first
begun, as least in my opinion, to nake them actually work
the way they were supposed to work.

So | guess we have to take the cost of that on to
ourselves for this rule. But | just want to point out
that it doesn't seemto ne that this is sonething that
really is all that earth shattering when it cones to, you

know, just asking people to nmaintain the systens that they
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al ready have in place.

Sorry for the interruption

MR. CROOKS: Ckay. Thank you, Chairnman N chols.

At this time I'd Iike to discuss sone of the
conments that we received from stakehol ders.

--000- -

MR, CROOKS: Industry representatives expressed
concern that the majority of landfill operators would be
unfam liar with conducting integrated surface nmonitoring
and suggested that nore time would be needed to make the
necessary system adjustnents and train staff.

In response, the proposal delays conpliance with
the 25 part per mllion integrated standard until January
1st, 2011.

A few nmunicipalities have expressed concern over
the cost of conpliance and the chal |l enges of raising
funds.

The proposed regul ati on provi des conpli ance
i ncentives. For exanple, less frequent nonitoring and an
i ncreased surface wal king patterns is allowed if |andfil
owners or operators can denponstrate that their landfill is
in conpliance with the surface nonitoring limts.

In addition, closed or inactive landfills are
allowed nore tine to install their control systens.

Envi ronnent al organi zati ons have suggested that a
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200 part per mllion instantaneous surface limt should be
nmet to qualify for the |l ess frequent nonitoring and
i ncreased wal ki ng pattern spacing.

This issue of a 200 part per mllion standard was
di scussed in detail during devel opment of the proposal
Qur sister agency, the California Integrated Waste
Managenent Board, raised concerns about fires as systens
draw nmore air in to reduce the | eaks from 500 part per
mllion to 200 part per mllion levels. Staff is not
recommendi ng a change but will be gathering and eval uating
the nonitoring data to determine if a | ower surface
nmethane Iimt mght be feasible.

--000- -

MR, CROOKS: Sone environmental organi zations
expressed concerns about uncertainties associated with gas
col l ection efficiencies.

As di scussed previously, staff recognizes that
there are uncertainties in the estinates. Gas collection
efficiency is a subject of intense debate since data are
l[imted and many values in literature can be found ranging
fromas low as 20 percent to as high as 95 percent or
greater.

Consequently, staff acknow edges the need to
i mprove our understanding of landfill em ssions and gas

collection efficiencies. Staff expects that ongoing and
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devel opi ng studies will help in this effort and will
continue to nmonitor current and future research, and the
i npact that research has on collection efficiency
esti mat es.

Sone environnental organizations have al so
expressed concerns that the collection efficiency we used
to estimate em ssion reductions will have the unintended
consequence of di scouragi ng other technol ogi es that could
further reduce greenhouse gas emi ssions. This certainly
is not our intent. Staff is fully supportive of efforts
to divert organics to other alternatives such as anaerobic
di gesters and conposti ng.

--000- -

MR, CROOKS: Staff is proposing several mnor
nodi fications to the proposal

First, we are proposing to clarify the
adm nistrative requirenents for anended design plans.

Second, we are proposing to provide a definition
for "inert waste" to better characterize waste types that
are unlikely to produce nethane.

And, finally, staff have identified severa
additional mnor nodifications that are intended to
improve the clarity and readability of the proposal, which
are identified in Attachment B of the resolution

And at this time 1'd |ike to advise everyone that
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a revised resolution was rel eased at the start of this
itemand is now avail abl e.
--00o0- -

MR, CROOKS: Future activities planned by staff
i ncl ude:

Devel opi ng a gui dance docunent to assist |andfil
owners and operators in conplying with the proposal ?

Est abl i shing an inmpl enentati on workgroup that
neets periodically to discuss inplenentation issues and
pronot e statew de consi stency;

Anal yzi ng i nstantaneous surface nonitoring data.
Staff will use this data to determ ne whether or not fires
are likely to become an issue at landfills that
consistently report surface nethane readi ngs near 200 part
per million levels; and

Finally staff recommends that the Board adopt
today's proposal with staff's suggested nodifications to
reduce nethane emi ssions fromlandfills.

Thank you.

CHAlI RPERSON NI CHOLS: Okay. Thank you.

Any questions?

Yes, Supervisor Yeager.

BOARD MEMBER YEAGER:  Yes, thank you.

Just a couple of questions on the incentives for

conpliance. And, first, thanks, both you gentlenen, for
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conversations you've had with ny staff and nyself on this.
Again, maybe it's just for clarification. |'mcertainly
in support of the rule. But this is mainly dealing with
those landfills that have been doi ng extensive nmonitoring
for many years and probably are going to be in conpliance
when they have the additional nonitoring.

But here it says -- this is -- I"'mnot sure the
page matters. But it says to qualify for this incentive,
the landfill must denonstrate that in the past three years
prior to the effective date of the proposed regul ation
that there were no measured exceedances of the surface
net hane em ssion standards by annual or quarterly
noni t ori ng.

And | guess the question is, currently, the
standard is for 100-foot spaci ng because of the federa
requirenents; is that correct?

And so when it says here that they don't exceed
the current standards, will the 100-foot spacing qualify
or will they to have still go back down to the 25-foot
spacing to be able to qualify?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: | nmde
the three-year period in order to qualify. W allow them
to come in using 100-foot spacing. They can also conme in
usi ng annual nonitoring, because we recogni ze that sone

landfills depending on where they are in conplying with
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the federal requirenents may already be there. So that's
why we were | ooking at three years, so we could nmake sure
that we had sufficient data resolution to nake the
determ nation that they're able to continue being good
performers.

So they don't have to prior to comng in go up to
25. They could actually already be at 100 feet. And if
they nmeet those surface enission standards, then starting
January 1st, 2010, they could continue using 100 feet and
annual nonitoring for the close and inactive. And the
active landfills still have to do quarterly nonitoring.

BOARD MEMBER YEAGER: And just right off, would
you know whether many landfills would qualify for that?
Did you get much report back fromlocal entities that have
their owmn landfills that they nmight be able to reach that
st andar d?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: They
shoul d be able to reach the instantaneous standard.
Landfills outside of the South Coast are going to be
chal l enged with the integrated standard because they
haven't been using that. So making that denonstration
woul d be chal l engi ng for them

BOARD MEMBER YEAGER: (Okay. And, again, |
appreciate the flexibility on this. As Chairman N chols

was asking, this can be expensive for |ocal jurisdictions
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j ust because of the additional nonitoring and of course
that then gets passed on to the users. And certainly for
those landfills that aren't even close to compliance, it's
very good.

I think the concern was -- and certainly there's
one in ny district that has been capturing the nmethane for
a nunber of years and uses it to generate power, have
certainly been very good environmentalists on this. And
their concern was the additional nonitoring was going to
be very expensive for them But |'mhoping that in the
end they'll be able to qualify because of the nonitoring
that they've done in the past.

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: Okay.

BOARD MEMBER YEAGER: Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Prof essor Sperling and then Ms. Berg.

BOARD MEMBER SPERLI NG | haven't been follow ng
this very carefully, so these might be naive questions.
But, you know, back in the LCFS discussion, there were
various conpani es that came and tal ked about the huge
potential for using nethane as a transportation fuel. And
so the questionis -- it seens |like the nunbers they were
tal king about are a lot larger than the kind of nunbers
you' re tal king about in terns of the anmpunt of nethane

here being released. So | have a couple rel ated questions
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on that.

And, that is, one, do these cost nunbers take
i nto account revenue from using the gas for power or
transportation? Well, why don't we take it one by one.

So that's the first question.

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: No, the
cost nunbers | ook strictly at the cost of conplying with
the requirenents of the regulation. You know, we don't
of fset them by the revenue that they m ght generate by our
sal es or pipeline sales.

BOARD MEMBER SPERLING Wiy is that? | nean
isn'"t that realistic, that they are going to use this gas
and for --

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: Not for

nost landfills. Most of the landfills that we're dealing

with are going to be |looking at using a flare. |In order
to l ook at energy recovery you need to have -- you need to
be a landfill of some size in order to nake sure that you

have a sufficient generation rate to support that
technology. And that's a limted nunber of landfills that
can take advantage of that. Wen you're |ooking at the

pi peline, access to that tends to be an issue. And so we
did look at that. But npbst of the landfills are going to
conply by using a flare. The regul ation doesn't prevent

them from | ooki ng at those other alternatives, but we
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don't expect that to be the main option

BOARD MEMBER SPERLI NG | guess |'m confused
because, you know, like in Europe -- in Sweden and
el sewhere | keep hearing about all this biogas that's
going to be produced fromlandfills. | mean are they --
what's goi ng on here?

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: No, there's
substantial amounts of biogas, especially at the |arger
landfills, that's now turned into energy - electricity or
heat. And under the Low Carbon Fuel Standard what we said
is you may have nore value as an energy source by turning
it into pipeline quality gas or filling a vehicle right
there and noving it along. So those are places where
actually the econom cs work for you to collect greater
efficiencies.

We're | ooking at places that typically haven't
done that and saying you' ve got to upgrade your current
operations through nmonitoring. And if the nonitoring --
if you can't neet the new nonitoring requirenents, you're
goi ng to have to spend noney upgradi ng your systemunti
you do. So we didn't -- in our assessment - we're
conservative - the costs could be |ower and there could be
benefits to the extent that nore product is produced and
sol ved.

STATI ONARY SOURCE DI VI SION CH EF FLETCHER  This

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

73
is Rob Fletcher. | mght just add on that.

I think there are seven projects right nowin
California that are planned or operating that are using
bi omet hane to produce a transportation fuel. Several of
those are planned at landfills. Like Altamont is planning
to produce an LNG

| think the difference between California and
Europe at this point is a |lot of the European biogas is
generated from anaerobic digesters. They don't do as nuch
land filling as the United States does.

Ms. D Adanp and | were at a bi onet hane synposi um
earlier this week, and there were several hundred people
there that were | ooking at innovative ways of generating
and usi ng bi onet hane, both as a transportation fuel as a
pi pel i ne gas suppl ement and a power - produci ng opportunity.

And it's part of the innovation that we're
| ooking for in the LCFS that people, where they can find
econom ¢ ways to produce the fuel from bi omethane, | think
they will do so. But right nowit's still alittle bit in
t he devel opnent stage, and the econom cs depend upon
whet her you have a source of vehicles; for exanple, the
Al tanmont is going to fuel the vehicles that they have -

t he waste management vehicl es basically.
So | think it's something that we want to see

devel oped. And there's certainly a lot of interest in
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that right now.

BOARD MEMBER RI ORDAN: | -- excuse ne.

Dr. Sperling, are you finished?

BOARD MEMBER SPERLI NG Okay, to follow up. Then
| guess DeeDee is going to follow up on that. But, you
know, the one other thought is, can this land -- does this
rule preclude in any way this gas getting credit either
t hrough the LCFS or through sone kind of offset progranf

STATI ONARY SOURCE DI VI SI ON CHI EF FLETCHER:

(Shakes head.)

BOARD MEMBER SPERLI NG No? Ckay.

STATI ONARY SOURCE DI VI SI ON CHI EF FLETCHER:  No.

BOARD MEMBER D ADAMO  Just in foll ow up.

Woul d there be anything about the systens that
woul d be inplemented that woul d prevent conversion at some
point or could they easily be integrated for fue
di spensing and collection in the event that it becones
econom cally feasible for these facilities?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD:  Yes, if
a landfill is currently using a flare and the conditions
ari se where they can consider going to energy recovery,
they're able to do that. There's nothing that's
restricting themfromdoing that in the rule.

STATI ONARY SOURCE DI VI SION CHI EF FLETCHER  And

one of the considerations of course is they have to clean
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the gas up. So, you know, it's half nmethane and it's half
C32, or thereabouts. And so in order for it to be used in
power production or as a transportation fuel or putting in
the pipeline, you have to make significant expenditures to
clean that gas up first. That's the only constraint.

CHAI RPERSON NI CHOLS: Yes, Ms. Berg.

BOARD MEMBER BERG  Thank you. Good norning.

In looking at the witten comments, |'d like to
echo Supervisor Yeager's comment on the fact that if a
landfill has in fact nonitoring and things in place that
do neet the spirit of the rule to add this additional
cost, I'd like to be very careful about we're not adding
additi onal cost where we don't need to.

For exanple, the County of Santa Barbara has
seened to have put together a programwithin their
landfill. And I just want to nmake sure that we're being
m ndful and reviewing the cooments that are being
submtted and working with these people in a way that,
where we don't need to add extra costs, that we're not
goi ng to.

Woul d that be a fair comment?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: Yes.

BOARD MEMBER BERG  Ckay. G eat.

Then, secondly, the issue of closed |landfills,

such as the one in the Cty of Sunnyval e where they have a
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closed landfill for 16 years and seened to have a program
to nonitor that particular landfill. And so | was
wondering how the rule applies to closed landfills and if
there are nechanisns in place in which they have closed a
landfill and nonitoring it as such and capturing the
net hane gas. How does that fall into the rule?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: Wl |,

the closed landfills do have to continue to -- if they're
generating sufficient landfill gas, do have to do the
surface emi ssions nmonitoring. | think the issue you're

referring to is the option that we provide landfills that
are denmonstrating good conpliance to have reduced sanpling
peri ods and a | ooser wal ki ng pattern spacing.

Landfills that are -- right now the way the rule
is structured, landfills that are able to denonstrate
conpliance with the surface em ssion standards for a
period of a year, using four quarterly nonitoring periods,
have the ability to go to 100-foot spacing. Then if
they're closed or inactive, they can also go annua
noni t ori ng.

And so that's a provision that the Sunnyval e
landfill will be able to -- or any other landfill for that
matter will be able to exercise.

We al so have a provision in there, as Supervisor

Yeager was referring to, for those landfills that have
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history of conpliance with the surface em ssion standards.
We don't nmake them do that one-year denonstration. W
allow themto come in inmredi ately upon the effective date
with the 100-foot spacing and the annual nonitoring for
the closed and inactive landfills.

BOARD MEMBER BERG So | can be pretty
confortable in the fact that these landfills are able to
cone to you, explain to you what they're doing, and if in
fact they are neeting the conpliance, they don't need to
add the additional nonitoring costs?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: | think
that's sonething as we nove forward that we'll take a
closer ook at and see if we need to make some adjustnents
to the regulation to acconmodate those situations where
the landfills clearly do have a long history of data - and
in some cases the landfills do have that - and to find a
way to acconmpdate that.

EM SSI ONS ASSESSMENT BRANCH CHI EF DONCHOUE:  Thi s
i s Dan Donohoue.

The biggest issue for us is that historically a
| ot of these landfills have the point neasurenments - they
go around and do that - and they haven't done the
integrated, which really takes a look at the entire
surface is really what's happeni ng; how good of a seal is

the entire surface versus the thing? And that's the point
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where we do need to have sonme way of |ooking at sone type
of nmonitoring data historically that would | ook at that
rather than just these large em ssion points. And that's
where we're having, you know, the issue. | think there's
a possibility to relook at that some and find some way to
| ook at sone of the site-specific data that would require
sone additional, you know, relook at the reg to see how we
nm ght do that.

BOARD MEMBER BERG Do you feel the regulation as
witten gives you the flexibility to be able to | ook at
this?

EM SSI ONS ASSESSMENT BRANCH CHI EF DONOHOUE:  No,
it doesn't. Because one of the issues we've done here is
we' ve anticipated that this reg woul d then be inpl enented
and enforced at a local level. And the nore flexibility
you put in there, the nore difficult it is to have
consistent things. So if we were to come up with
sonet hing that we decided that we weren't going to require
sone |l evel of integrated surface neasurenents before we
al  owed people to have a less frequent or snaller grid
size, that's going to -- you know, that would require sone
addi tional -- probably sone additional changes in the
regul ation.

BOARD MEMBER BERG. |' m probably of the canp that

I want it all. | certainly do want -- | certainly do want

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

79

the em ssions reductions. But | also want to be extrenely
m ndful that the municipalities and even the private
[andfills who are serving the rmunicipalities are under
great budget restraints. And so however we can figure out
how to get the em ssions, that's wi thout question, and
keep that cost of nonitoring at a mninmumthat assures us
that we're getting the emssions | think is really
critical at this tine.

EM SSI ONS ASSESSMENT BRANCH CHI EF DONOHOUE

kay. And you could -- |I'm assum ng you can and
you will direct us to go back and | ook at that issue a
little bit further and see if we think there are sone
addi ti onal changes that might be needed to the regul ation
to provide that. And that would al so include going out
and tal king specifically to sonme of these municipalities
that have that data to see what's there and see if
there's -- if we think that there is sufficient existing
data that would allow us to feel pretty confortable that
they in fact are in conpliance and likely to continue to
be that way.

BOARD MEMBER BERG: Thank you.

And then nmy final question is in regards to
newly -- new landfills or new construction. 1Is there
going to be a mechanismin place that as part of any new

landfill under consideration would have to have these
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net hane control mechani sns as part of a permtting process
to allow themto open?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: \Weél |
I"'mnot sure I"'mfollow ng the question

The way the process works, when the landfill goes
to the permitting stage we're typically working with the
local air districts, and the local air districts do issue
permits for various conponents of the landfill - a gas
collection system the flare, various other devices.

It's our regulation in the agreenment that we
woul d have with each district that would require themto
neet the surface enmi ssion standards and the other
requirenments in the regulations. So that may or may not,
dependi ng on how a district wanted to do it, end up in a
specific district permit and they may vary fromdistrict
to district. It nostly certainly probably would not be in
a permt issued by a city or a county.

BOARD MEMBER BERG Wl l, | appreciate your
clarification. And | think what | was trying to drive at
was it would be a condition that you woul d need to neet
our regulation prior to opening. There would have to be.

So | apologize that | got the permtting confused
inthere. | didn't mean to do that.

So | think you answered my question. Thank you

very much.
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STATI ONARY SOURCE DI VI SI ON CHI EF FLETCHER:  But
If I could just clarify a little bit. They are not
requi red upon openi ng under our regulation to install a
gas collection system if | have this understandi ng
correct, and staff can correct me if |'m w ong.

My understanding is is that our requirenent kicks
in when they generate sufficient amount of gas to support
a gas collection system So it isn't necessarily a
condition of a new build, but it's certainly a recognition
t hat when the gas generation rates coincide with the
support of a gas collection system that is what our
regul ation requires. |s that correct?

BOARD MEMBER BERG  But they woul d have sone
reporting right off the bat.

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: There's
sone reporting. But let me just step back just a little
bit.

VWhen the collection systemis installed and ready
to operate, they have to be able to denobnstrate conpliance
with the regulation at that tinme.

CHAI RPERSON NI CHOLS: Are you saying -- now I'm
confused. | thought | understood how this would work.

Are you sayi ng somebody woul d actually begin
landfilling somewhere w thout having planned out a gas

collection systemas part of doing that?
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PROCESS EVALUATI ON SECTI ON MANAGER BOYD: Vel |
the 14 uncontrolled landfills currently don't have active
gas col lection and control systemns.

CHAlI RPERSON NI CHOLS: But these are relatively

new ones? |'mtrying to think, brand new | andfills.
Sonebody goes out and starts a landfill in a canyon
sonmewher e

PROCESS EVALUATI ON SECTI ON MANACGER BOYD: Well, a

brand new | andfill or a new waste cell at an existing
landfill, they will have to do a design plan once they
reached a point where that portion of the landfill was

generating sufficient gas to be collected and controll ed.
VWen waste is first added -- let's say it's a brand new
landfill and they don't have any waste before. They're
going to have very little tons of waste in that particular
landfill. And so the anpbunt of gas that they generated is
going to be very low and it's going to be challenging to
capture and control --

CHAI RPERSON NI CHOLS: But does it make sense for
a construction perspective to start dunping waste in and
then go back in and retrofit?

PROCESS EVALUATI ON SECTI ON MANAGER BOYD: Wl |
they wouldn't do that. There's other requirenents from
our partners at the Waste Board that really get at the

design of a landfill. And so when they're starting to
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build those new cells, we're going to have to go in and
| ook -- for exanple, they're going to have to, you know,
put in the liner, they' re probably going to be starting
doing their planning right away. They're certainly going
to know about our regulation. And so a brand new | andfi |
shoul d have a leg up in terns of they know what's com ng
and so they should be planning fromthe beginning to nmake
sure that they have --

CHAI RPERSON NI CHOLS: | think ny question's maybe
overly sinplistic also.

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: | think they
have to design and operate it in the initial stages, so
t hat when they get done putting the waste in place, they
can then install the gas collection systemand it's al
part of one big program They know -- they're going to
know i n advance that a year or two or three down the |ine
they're going to need a gas collection system when they --
before they close up the area, any work they have to do in
advance they'll put in there. And | inagine that'll be
part of the conplete permitting process, because these
things are subject to nultiple environnental restrictions
and permts.

CHAlI RPERSON NI CHOLS: Right.

DEPUTY EXECUTI VE OFFI CER SCHEI BLE:  Cur

regul ations will be -- show us how you're going to not
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only protect the water quality but also conply with the
local air district permt -- air district regulations and
the Air Board regul ations.

CHAI RPERSON NI CHOLS: | guess |'mjust | ooking
for sone sign of hope that there is integration going on
somewher e

DEPUTY EXECUTI VE OFFI CER SCHEIBLE: |'m sure sone

of the witnesses can confirmthat they are doing that.

CHAI RPERSON NI CHOLS: Well, we'll ook to them
for --

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: If not, |'1|
be shocked.

CHAlI RPERSON NI CHOLS: Ckay. Any other questions
or comments? |If not, we could go to our witnesses.

Al right. W'Il start -- and each of you has
three mnutes. There's a tiner, and a light will go on I
guess to warn you when you are close to and then when
you're out of tine.

So we've got eight witnesses starting with
Charles Hel get, followed by Rachel Oster, then Chuck
Wi te.

MR, HELCET: Chair Nichols and nmenbers of the
Board. |'m Chuck Hel get representing the Republic
Services, one of the country's | argest waste handling and

recycling conpani es.
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On behal f of Republic Service I'moffering
general support for the regulations to the proposed
landfill methane reduction really action regulations with
t he recommended changes that have been submitted to you
and to your staff in witten and verbal comments. And
think as we've -- as | understand the staff presentation,
many of those reconmendati ons are being included or wll
be consi dered during the second phase of these
regul ati ons.

But those regulations -- or recommendati ons
briefly include establishing an inplementation working
group, which we think is integral just judging fromthe
di scussion that's gone on already this norning; technica
changes that will ensure that the tinelines for upgrades
to existing gas collection system design plans coincide
with the conpliance deadlines; and clarifying that
facilities that handle only inert waste are exenpt from
t he regul ati ons.

Republic has participated in the extensive work
group sessions that hel ped these regul ations, and we stand
ready to continue to work with CARB to produce a
regul ation that will provide real nethane reduction in
landfills throughout the State.

However, there are still aspects of the proposed

regul ati ons that remain of concern. The proposed
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regul ations will inpose a stringent end cost to the new
noni toring and reporting requirement on nost landfills in
California. And in fact | think it was noted by staff
that 14 closed sites will be inpacted and probably 218
sites will be required to add additional gas collection
and control systens to neet these requirenents.

Therefore, landfills, l|ocal enforcenent agencies
across the State, and your own staff will be adapting to
these new regul ations within the next several years. W
bel i eve that over these next few years as we begin to
i mpl enent these regul ations, our experience will show that
t he aggressive requirenents of the proposed regul ation can
have uni ntended negative inpacts such as significant air
intrusion in the landfill gas control systens resulting
fromthe enhanced landfill gas capture needed to neet the
new i ntegrated surface standard.

This air intrusion could, as has been di scussed,
have a negative inmpact on the operations of existing
energy facilities, as has been asked by M. Sperling, and
can al so potentially cause underground fires. So we need
to di scuss those and continue to discuss that.

Finally, the work group sessions on these
proposed regul ati ons were often filled with controversy.
We believe firmy that the proposed regulations wll

i mpose requirenments that -- we would argue that they woul d
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i npose sone requirenents that are technically infeasible
and econom cally unjustified. Oher stakeholders wll
argue that they're absolutely necessary. |n other words,
no one is truly happy with these regul ati ons, and your
staff has probably done a pretty good j ob.

(Laughter.)

CHAI RPERSON NI CHOLS: Thank you for that.

(Laughter.)

CHAI RPERSON NI CHOLS: Rachel Gster, and then
Chuck White and Frank Caponi .

MS. OSTER  Good norning, Madam Chair, nenbers of
the Board. M/ nane is Rachel GCster wth Recol ogy,
formerly NorCal Waste Systens.

| know that, Madam Chair, you said to cut the
niceties. But | just wanted to make a comrent about
wor ki ng with Renal do and Richard. 1It's been a | ong but
good process.

Having said that, there are still sone
i mpl enentation issues that we need to work out, sone
di sconnects in the regulation that will make the
i npl enentation of it difficult and confusing. And Richard
and Renal do tal ked about this in the slides, nostly having
to do with design plans, amending current design plans to
neet the regul ations and be conpliant with the

regul ations. There's really no adm nistrative process in
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the regul ations right now for anmending current design
plans. So we |look forward to the establishment of an
i mpl enentati on group so we can tal k about these mnor
i ssues that mght nake inplenentation difficult and
conf usi ng.

So we | ook forward to continuing to work with
you. And, again, thanks, Richard and Renal do, for putting
t oget her a package that not everyone is happy about.

Thanks.

CHAlI RPERSON NI CHOLS: Thank you.

Chuck White and then Frank Caponi

MR, VWH TE: Thank you, Madam Chair, nenbers of
the Board. Chuck Wiite with WAaste Managenent.

Most of you know Waste Managenent is the |argest
wast e conpany in North Anerica. Probably nmany of you al so
know we're the | argest collector, processor, and narketer
of recycled naterial s.

You may be surprised to know we're one of the
fastest growi ng renewabl e energy conpanies in North
Amrerica. W currently provide enough renewabl e power from
waste and landfill gas to produce power equivalent of a
mllion hones. W hope to double that, to be two nmillion
hones by the year 2020.

For this reason, Waste Managenent's and early and

vocal supporter of AB 32. And we certainly support the
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ongoing efforts of this Board to address greenhouse gas
em ssi ons.
Wast e Managenent al ready has an extensive program
to control methane em ssions fromour landfills. W're
investing mllions of dollars right nowto put a, as sone

have referred to, a 13,000 gallon per day |liquefied

natural gas plant at our Altanont landfill, just about 70
mles southwest of here. W'Il be using gas that is
currently being flared, and we'll be using power from our
engi nes that are running off of landfill gas to power this
refinery. 1It's going through the final comm ssioning
stages. It's alnobst fully constructed. W hope to have

it up and running in a couple of nonths.

We're a | eader in devel opi ng advanci ng tunabl e
di ode | aser technol ogy to access greenhouse gas em ssions
fromour landfills working collaboratively with your
staff, with the Energy Conm ssion, and with the Integrated
WAast e Managemnent Board.

The bottomline is we already believe we're
exceedi ng and neeting these standards, all of our
landfills, doing everything we can to control greenhouse
gas em ssions fromour landfills. It's alittle bit
difficult for us to whol eheartedly support these
regul ati ons because they are expensive, and they may be in

conflict with existing federal and some of the existing
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air district regulations that are already in place.

However, that being said, we are prepared to
fully neet and exceed these standards that you'll be
expected to adopt today.

We fully support the staff's recommendati on not
to | ower the instantaneous enission standard from 500 down
to 200 but continue to nonitor that issue during the early
few years of this process and to see if it nakes sense
later on to lower it. But for right now we don't think
there's enough information. W are concerned about a 200
standard night generate fires in sone of our |andfills.

So we appreciate holding off on that.

We al so appreciate in your resolution your
conmitment to -- during the 15-day comment period to
clarify howinert wastes will be regulated under this
rule; and also to clarify the adm nistrative process on
t he devel opnent and armendnent of design plans for the
i mpl enentation of the landfill gas control systens.

But nmost inportant, your l|last resolution
statement on page 6 of your draft resolution -- proposed
resolution is to provide further guidance and to
coordination with local air districts and an
i mpl enent ati on wor kgroup. There are over 350 landfills,
there's 35 air districts, all of which need to coordinate

this process and this conplicated rule. And that's going
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to be an ongoing process that we really think is inmportant
to have a workgroup to do.

And, finally, | want to really appreciate the

effort that Richard Boyd and Renal do Crooks have

i mpl enented in this process. |It's been a | earning process
for us all, and we | ook forward to going forward.
Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Frank Caponi, then Tim Reed and N ck Lapis.

MR. CAPONI: Good norning, Madam Chair, menbers
of the Board. M nane is Frank Caponi with Los Angel es
County Sanitation Districts. |'msure you're aware of the

| evel of waste nmanagenent that we conduct down in the

sout hl and.

Just before | get into my testimony, | wll make
a coment that we are starting up a landfill from scratch.
And integral to the design of that landfill is gas
collection, water quality protection, so on and so on. In

fact, it's in the desert, and we even have to protect the
desert tortoises out there. So everything is integrated
and everyone's working together on that.

| also want to -- I'Il just up front thank the
staff, Richard, Renaldo, Dan. And | don't want to |eave
out the Integrated Waste Managenment board staff that

wor ked very closely on this regulation. Everyone | think
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took a | ot of tough issues and came to a concl usion that
we're here today to discuss.

Qur support here is -- 1I'll say, is conditional
We do support the regulation. W're going to do our job.
| think the industry will do their job to get this thing
done. And we're going to see real nethane reduction here
inthe State of California as a result of this regulation.

But as you've heard, there's issues that we
certainly have. Cost is one of the issues. | think there
are real costs. Every tine you present an average numnber,
it always | ooks good. In reality if you |ook at |andfil
by landfill, you're going to see nuch higher nunbers. But
once again, we're all commtted to nove forward on this.

In terns of gas collection, Chairman Nichols was
concerned that is every landfill doing enough. | think --
as Chuck Wite said, | think the landfills are really
doing the best job we can in extracting every bit that's
really available. And there's such a thing as
over-controlling a landfill, and that's what we really
need to watch in this regulation and collect the data.

And so that's why we really need to have this
i mpl enent ati on wor kgroup, because it's going to work as we
nove al ong and getting through these issues and | ooking at
the data as we collect it. So thisis | think a work in

progress as we nove along on this regul ation
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I think you're also going to hear today from
others that this regulation doesn't go far enough. Well
I"'mhere to tell you as soneone that's really been in this
busi ness for 25 years that this is an extrenely aggressive
regul ation. 1t's based upon the South Coast AQVD
regul ation, which is the nmost stringent regulation in the
State. And then it notches that down further. So a |ot
of the landfills in the State are going to have a rea
tough i npl enentation stage of comng into conpliance with
this. Once again, why we need this inplementation
wor kgroup, so we could all work together on these issues
and see where we're at on a lot of these things.

Just one comment on collection efficiency that's
used in sone of the analysis of -- | guess |'mgetting
close to the end here. W feel that this has been
underestimated in the regulation. | think you'll hear
others that say it's probably been overestinmated. The
usual under-and-over-type di scussion that you al ways hear
But our infornmation is really based upon data that we've
coll ected and others that have collected in the industry.

So thank you very much for your tine. |
appreciate it.

CHAlI RPERSON NI CHOLS: Thank you M. Caponi

Ti m Reed, followed by Nick Lapis and Larry

Sweet ser.
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MR. REED: Good norning, Madam Chairnman. This is
Ti m Reed, Kern County Waste Managenent Departnent.

| just have a brief comrent on the process. As a
county, we have all the fiscal constraints as any other
county. And we do appreciate the efforts that the staff
has taken in accompdating the concerns that we have.
Al so, the fact that our county, being in a very dry
regi on, has different circunmstances that nost northern
California or some southern California landfills have.
And we appreciate the efforts that the staff has taken to
accommopdate that, that we believe that we've al ready net
the goals of AB 32 fromour landfills, because we don't
produce as much landfill gas as nmpbst people woul d expect
of a landfill our size.

So sonme of the efforts that have been made to
adj ust for those accommpdati ons have been appreciated, and
we | ook forward to conplying with those.

Thank you.

CHAI RPERSON NI CHOLS: Great. Thank you very

nmuch.

Ni ck Lapis, Larry Sweetser, then Jill Wynot.

MR, LAPIS: Good norning, Chair N chols and Board
menbers. M nane is Nick Lapis. |I'mwth an

environnental group, Californians Agai nst Waste.

We subnmitted a letter, we submtted it this
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norni ng. But we've been presenting these ideas to staff
for along time. The letter was co-signed by us, Sierra
Club, Center for Biological Diversity, Cty of San
Franci sco, and the Al ameda County Waste Managenent
Aut hority.

So I'mjust going to sunmarize quickly what we
submitted in this letter.

W' ve been a part of this process fromthe very
begi nning. W were one of the groups that was pushing for
this early action nmeasure. We've been at every single
wor kgr oup neeti ng.

So, interestingly enough, the bul k of our conment
onisn't in the actual rule. It was in the analysis that
was done after the rule was adopted. And that had no
public workshops, no opportunities for input, and real --
no public analysis of any kind.

And what |'mreferring to here is the collection

efficiency estimate. In order to quantify the benefits of
this rule, the staff analyzed a landfill in South Coast
AQVD, and they said that that landfill has an 85 percent

collection efficiency. W have a 75 percent collection
efficiency statewi de as an average. That's an increase of
10 percent.

We think that this is totally unjustified. The

85 percent, first of all, was using a nethodol ogy that
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we're not famliar with, that hasn't been publicly vetted,
and that isn't recommended for this purpose by U S. EPA

The other problemis that this is one landfill.
This one landfill is conpletely closed and it's been
cl osed for two decades.

So saying that the enissions froma single
landfill that's been closed for two decades are
representative of all landfills in California, including
ones that are open, that are active, that have
uncontroll ed working faces, we think is just ridiculous on
its face.

So we would ask you to direct staff to go back
and | ook at that collection efficiency. There are other
ways to figure out what the enmission benefits of this rule
are that don't involve a collection efficiency. One way
woul d be to I ook at gas collected at landfills in the
Sout h Coast AQWD and conpare that with gas collection
across the State and | ook at a margi nal increase. There
are other ways as well and we've presented themto staff.

And | think at this point we definitely need to
go back and | ook at how we're counting the collection
efficiency. And this seens |ike an arcane issue, but it
really has a big inpact on all our organics diversion
policies, because nbst of those policies are based on

nmet hane avoi dance and quantifying how much met hane you're
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avoiding at landfills. Well, if wee arbitrarily say that
we' ve reduced a third of the nethane at landfills, that's
two-thirds -- that's only two-thirds of the same benefit
that we're going to provide for organics diversion
opportuniti es.

Now, on the rule as a whole, we do think it's a
positive step. It's going to reduce nethane em ssions.
But it's been significantly weakened every step of the way
fromtwo years ago. Wien it was originally introduced it
was much stronger. |In alnost every regard it was
stronger. But since then it's been slowy weakened as
i ndustry has raised concerns. W think that it could have
been a much nore aggressive rule. This nore or |ess takes
what Sout h Coast was doing and applies it statew de.

At this point we believe that since this
i ndustry's not under a cap, it's not subject to mandatory
reporting, and these are really the only regul ations that
are going to apply toit, we really should have done nore.
And we | ook forward to fine tuning this and addi ng nore
nmeasures once the data starts coming in.

Thank you.

CHAlI RPERSON NI CHOLS:  Thanks.

Larry Sweetser, Jill Wynot, and then Justin
Mal an.

MR. SWEETSER:  Good norni ng, Board menbers.
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Larry Sweetser on behalf of the Rural Counties
Envi ronnental Services Joint Powers Authority. W have
twenty-two rural counties in California. Many of those
have landfills as well.

We did take a neutral on the card, nore so
because we have support on some itens and concerns on
others, and it kind of bal anced out that way.

First, | also want to echo appreciation of the
staff and their efforts. They were al ways avail able for
neeting, particularly Renaldo and Ri chard.

As | said, our nmenbers operate many landfills in
California. Many of those are very snmall landfills. In
fact, we have a couple that are less than ten tons per
day. That's |less than a garbage truck for an entire
conmunity in one landfill.

And nmany of those don't generate enough gas to
even detect, |let alone capture. So we do appreciate
greatly the exclusion for the smaller sites that's in the
regul ati ons.

We do want to assure you if there are any gas
problens at the landfills, if you want nonthly
i nspections, we'll have | ocal enforcenent agencies and the
Wast e Board inspections, that if anything does get
detected of any magnitude with gas, that that would be

addr essed even without this rule.
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| do want to nention two issues: The operationa
i npl enentation and the cost analysis. W did sign on to
the industry letter with the public and private sector,
and you have those comments.

As far as the operation, it will be difficult in
many snmall sites to conply with sone of these regul ations.
One of the estimates | did on a snall hundred-ton-a-day
[andfill, on a quarterly basis sonebody woul d have to
spend all day wal king that site in order to neet the grid
pattern.

So that's quite a bit of an effort on a site that
doesn't have many staff. So it does -- it will be
difficult to inplement.

We do greatly appreciate the specia
ci rcunmst ances exenptions in there. One of the points we
made i s sonetinmes our landfills are covered in snow. So
it would be very difficult to be walking that site. So
regul ati ons do acknow edge that and we appreciate it.

There's al so an all owance for wind. W have some
sites that have 40, 50 mile an hour w nds that pick up and
they have close the landfill. The standard in the
regul ations is pretty stringent, less than 5 nmiles per
hour on the wi nd, but we would have to request for an
exenption and so sone of our sites will be doing that.

On the cost analysis we do share the concerns.
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We think that is greatly understated of what the cost wll
be for the sites. The letter nmentions renediati on costs.
There's other costs, particularly for smaller sites.
There's one nunber used for the entire State. W would
have preferred a range of cost, particularly on snaller
sites. We think the ten cents her household will be a
very | ow nunber in sone of our smaller areas that have to
i mpl enent the measures.

But with that, the time will tell the true cost
of this measure. And that's why we do greatly support
havi ng the workgroup as part of the inplenentation neasure
to look at this as we go al ong.

So thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

Jill Whynot and then Justin Ml an

MS. VWHYNOT: Good norni ng, Madam Chair and
nmenbers of the Board. M nane is Jill Wwynot. [|'m
Director of Strategic Initiatives at the South Coast Air
Qual ity Managenent District, and |I'm here today very
pl eased to be able to support fromthe staff level this
regul ation.

As people have testified in the staff
presentation, also enunerated, there are some differences
bet ween the South Coast local rule and the rule that you

wi || adopt today.
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Basically our staff will recomend that we update
our rule. And we think that will nmake it a much easier
system for our facilities, one stop where they can find
all the requirenents.

We al so very nuch appreciate the option in the
rule provided that |ocal districts can enter into an
agreenment to becone the inplenentation mechanism W
think this is consistent with AB 32, where the nmeasures
are supposed to be devel oped to mnimze adm nistrative
burden of inplenenting and conplying with the regul ati on,
it reduces duplication, and it also is a nmuch nore cost
effective and integrated way to do this.

We think this is an excellent exanple where we
can | everage |l ocal district staff and Air Resources Board
resources to nmake this nore efficient, better customer
Servi ce, and reduce costs.

W will also seek our board's approval for us to
enter into this agreement with you.

W' ve experienced very good col |l aboration during
the rul e devel opment process with your staff and we | ook
forward to working with them through the inplenmentation
wor kgroup and other foruns to work through a nunber of
detailed inplementation issues that will need to be
resol ved.

We have a comment letter for you today. And we

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

102
had two relatively mnor suggestions for the rule and
provi ded sonme draft |anguage should you decide to
i ncorporate those that would hel p i nmprove the enforcenent.

In our experience, when people have had probl ens
with some of their systens and they've needed time to
install wells, our rule allows 45 days. The proposal that
you have is 120 days. And in our experience we have not
had problens with facilities neeting the 45 days. So you
could shorten that tinme period up and nake sure that
peopl e noved quickly to correct problemns.

The second exanple has to do with just noving
sone of the | anguage fromthe exenption fromthe testing
into the alternative conpliance section

So in a situation where you m ght have a wet or
icy slope or a construction site or other unsafe area for
nonitoring, in our experience we've found it's better to
have people cone to us and docunent what specific areas
and why. And then we can incorporate that into their
permts and their plans, rather than have them just say
this is exenpt because it falls into this. And then there
could be some question about whether the area is or
exactly why they nade that determ nation

So with those two m nor suggestions for your
consideration, | just want to say thank you very nuch and

we support the rule.
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CHAlI RPERSON NI CHOLS: Thank you.

M5. VWHYNOT: You're wel cone.

CHAI RPERSON NI CHOLS: CQur final wtness, Justin
Mal an.

MR, MALAN:  Madam Chair, Board menmbers. Justin
Mal an wi th Al aneda County Waste Managenent Authority.
Thank you for this opportunity.

In general, we believe the rule is very positive.
But we do have a nunmber of concerns that we echo with the
Sierra Club and Californians Agai nst Waste. And we have
submtted themin a joint letter with our comments.

But nost specifically, we are concerned that the
rul e may have sonme uni nt ended consequences, some negative
consequences on the organics diversion policies of the
St ate.

And | know that this has been a hard fight. 1It's
been very difficult to figure out exactly how to conme up
with the nost appropriate collection of efficiency
estimates. W knowthat that's a difficult challenge.

We do support | ooking at alternative ways of
estimating these so that we don't have this negative
i npact and we don't actually encourage the use of the
di sposal of organics into these waste |andfills.

So with that, thank you again to your staff and

to the Board, and we | ook forward to working with you.
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CHAlI RPERSON NI CHOLS: Thank you.

That concludes the list of witnesses on this
item unless there's anyone else who failed to get their
cards in.

If not, I think we should turn back to staff if
you have any final comrents.

EM SSI ONS ASSESSMENT BRANCH CHI EF DONOHOUE

Chairman Nichols, what | wanted to just cover is
what we heard as far as, you know, possible direction back
to the staff. And just briefly on that, that what we
would like to do is to, you know, be directed that we go
back into the rule and look at clarifying the definition
for the treatnment of inert waste and we rel ook at the
adm ni strative process for anendnents to the design plan
and nmake sure those flow properly.

An additional, we'd like to | ook at the South
coast AQVWD comments and nake a deci si on whet her those
changes are appropriate those | ook on the surface as good
i nprovenents. W'd like to be directed to re-exam ne the
provisions allowi ng the use of existing data to streamniine
the nonitoring requirenents for sources with denonstrated
hi story of conpliance. That's the Berg anmendnent.

(Laughter.)

EM SSI ONS ASSESSMENT BRANCH CHI EF DONOHOUE: We'd

like to be directed to relook at the collection efficiency
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procedure that we used and to |l ook at an alternative
approach as identified by the Californians Agai nst Waste,
et al. And then the other provision was -- that didn't
specifically come up, but we've alluded to it in the
resolution, that we want to work with the districts to add
| anguage to the regulations to clarify that the
requi renents of the rule would serve as the regulatory
floor.

So those are the -- | think those are six, you
know, additional things.

CHAI RPERSON NI CHOLS: Okay. | appreciate those
comment s.

I"mactually going to want to talk to you about
nunber 5, the collection efficiency approach issue,
separately. So just so you know, | don't -- |I'mnot
satisfied with the suggestion as it currently exists.

I don't think the others are particularly
controversial fromanything |I've heard.

Yes, a question?

BOARD MEMBER YEAGER:  Yes, just going back to the
Berg anendnent. | just wanted to nake sure. So those
that their data is only fromthe instantaneous readings,
you'll consider those as you | ook at the exenptions that
m ght be possible rather than just -- because | know many

out side of the South Coast don't have the integrated
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readi ngs.

EM SSI ONS ASSESSMENT BRANCH CHI EF DONOHOUE

We're going to have to go back and | ook at what
| evel of the instantaneous readings versus the integrated
sampling and see if we think that there -- you know, if
there is sonething that can be done on that.

CHAI RPERSON NI CHOLS: Sone ki nd of sufficiency of
data in the notion, right.

BOARD MEMBER YEAGER: Yeah, that would be great.

BOARD MEMBER BERG  The data be very clear.

CHAlI RPERSON NI CHOLS:  Yeah.

BOARD MEMBER BERG. | would like to clarify, that
I am not suggesting that we conprom se on data, but that
we do in fact have a workgroup together to inplement. And
I want to make sure that there is a mechanismthat if in
fact staff were to |earn, discover, realize that there was
a way to nmake the nmonitoring nore efficient, that you have
that ability to keep the cost down.

EM SSI ONS ASSESSMENT BRANCH CHI EF DONOHOUE

Okay. | understand that.

BOARD MEMBER BERG. That's really where |I'm going
with that, Chairman

CHAlI RPERSON NI CHOLS: Thank you.

Okay. Let's just officially close the record at

this point. And nake it clear that the record will reopen
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when there's a 15-day notice of public availability that
is issued, and that there will not be any further conmments
accepted on this itemuntil that record is reopened. And
t hen people can comment on the proposed changes. So
that's how the process works going forward.

Those final coments get considered and responded
toin the final statenment of reasons for the regulation.

kay. So here's ny concern about this issue
about the measurenent efficiency. | get it, that we're
dealing with estimtes here. And this is a discrete,
early action neasure. It's supposed to be a quick
sinmple, relatively speaking, way of getting sone em ssions
in the bag, so to speak, that we can count towards our
2020 goal and that will help us nmove in that direction
And | don't think anybody has chal |l enged the fact that the
proposal that's before us today will do that.

The question is, fromthe perspective of the
envi ronnent al groups who have spent a lot of time and
gi ven thought to this issue, is that they don't think that
we' re being anbitious enough. And they're worried that
the way we're doing it may nake the landfills | ook better
and then sonmehow -- so, therefore, somehow create an
i nducement to people to use landfilling as a solution for
organic materials that have a higher and better purpose if

they could be used as fuel directly or converted directly
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to fuel.

And | amvery synpathetic with that view |
think there's a lot going on around the ARB, as Professor
Sperling alluded to earlier, to try to find new ways to
use what otherw se would be waste materials for fue
pur poses, both to nake electricity and for transportation
fuel as well. This is a very active area right now,
wi t hout a doubt.

One of the things that | really want to see us
doing | think if we're going to spend time and effort on
nonitoring the inpacts of waste materials is to go beyond
landfills and | ook at other places where wood waste or
construction wastes or agricultural wastes are sitting
around, you know, out in the open and creating nethane,

t hat undoubtedly is contributing to the problem of gl oba
warmng, as a large state with a lot of |Iand nmass, a | ot
of remmining forests and ground cover, et cetera. W are
definitely in a position to hel p devel op nore advanced
policies in this area.

You know, 1'd like to see us using some of our
research capacity to cone up with better ways to actually
noni tor what's comng out of these landfills -- or
non-landfills, these other sources of methane eni ssions.
You know, | don't know whether there are satellite

infrared tools that could be used or whether there's other
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fornms of neasurenent, nonitoring that could be used, but I
think there is a ot of potential out there that we should
be really trying to help nove forward on and help to | ay
the groundwork for offsets or other types of regulatory
programnms that might come forward in the future.

So | didn't hear anybody telling us not to adopt
the rule. But | did hear this kind of underlying unease
and di sappointmrent that we're -- you know, we're not being
anbi ti ous enough, we're not doing enough. And | resonate
to that kind of criticism |'mconcerned about that.

But I'd like to see us do it in a way that
actual ly has broader applicability to it, as opposed to
just haggling over what the actual percentage efficiency
of recovery is fromthe landfills.

So that's why | flagged that Item No. 5, because
I"mjust not sure how much additional work needs to be
done to try to put a finer point on this percentage
efficiency nunmber. But | would wel come a response back
fromthe staff on this issue

M. Scheible | ooks |ike he's ready.

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: Yes. Well, |
think the way our estinmate was characterized was, one,
it's not as bad as it was characterized. There's
uncertainty. But | think we've used it in a reasonable

way, which is we had to get a reasonabl e idea of what
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types of inprovenents in em ssions -- reductions in
em ssions woul d occur if we nake people inprove their
practices. And that was the major purpose. It clearly
did not denpnstrate that if everyone follows what is in
the rule, all the landfills will be 85 percent controll ed,
and we know that. And it shouldn't be used for that. And
if we allow-- if we've used it in the report in a way
that states that, we need to go back and nmodify it as we
address the final statenment of reasons and we put it out.

Secondly, we need to act to inprove to find out
how well this rule does work. And if it works really wel
and we docurent that, that's great. And that's not to
allow nmore landfilling of waste. It's sinply to say,
where they' ve been landfilled, we want to reduce the
em ssions as much as possible. And where it's not working
as well, you know, in terns of total control and we get
net hods to quantify that, then we need to put those
nmet hods in place and inprove the rules.

So we want to nove ahead and inprove it. W're
open to the suggestions we've got on other ways to | ook at
it as we go through the 15-day changes and incorporate
theminto our analysis. And | think we agree that we
don't want it overplayed where other parties will say,
"Wel |, because you've done this, it's so" -- "you've got

such good control of landfills, we really don't need to
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worry about diversion or other things."

And | don't think those things will occur. |
think the checks in place are adequate. But obviously
sone parties will try to use whatever we put out there to
argue their case. And we need to be very careful and
state that carefully.

CHAI RPERSON NI CHOLS: Well, since we're going to
be having an ongoing relationship with this industry and
with the Integrated Waste Board as a result of this
wor ki ng group, | guess there will be plenty of opportunity
to make sure we're comuni cati ng our nessage accurately.

BOARD MEMBER RI ORDAN:  Madam Chai r ?

CHAI RPERSON NI CHOLS:  Yes.

BOARD MEMBER RIORDAN: | think that at least in
the tine that | was seated on a board of supervisors and
we operated all the landfills, there was a very clear
nessage fromthe Integrated Waste Board, which was "You' ve
got to reduce what you're putting in this landfill," and
the nunbers were pretty substantial. |'mbelieving today
that they are still working in that framework. And the
penalty was very stiff. [If you didn't neet those
percentages of reduction, it was significant.

Now, | don't know whether that is true today.

But | think at the time it was at |east about $10,000 a

day of penalty for not reaching your goal of -- or the
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Wast e Managenent's goal of reduction of landfill. So you
ki nd of have a pressure point fromanother board that's
sayi ng, you know, you should not be landfilling anything
that you can send somewhere el se to be recycled and reused
in a better way.

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: And to the
extent that there's value -- energy value or carbon
reduction value in the products, it's not very efficient
to put it ina landfill and have to wait 5 to 30 years for
it to slowy convert to the carbon formthat's useful.

You really want to | ook at nethods that you've put it
directly in a digester or use another neans so that you
get the energy value out of it quickly in a nuch nore
managed way.

CHAlI RPERSON NI CHOLS: But obviously there's a
cost differenti al

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: There's a
cost difference.

CHAI RPERSON NI CHOLS:  Supervi sor Roberts, did you
have a comment ?

BOARD MEMBER ROBERTS: | think Ms. Riordan really
summed it up very -- there's a lot of things going on that
are inmpacting the quantities and everything else. You
know, San Di ego may be unusual. There was one offending

landfill, it happens to be on a marine base in San Di ego.
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So, you know, it isn't sonething we had access to, unless
t hese guys know ot herwi se, because | checked this out.

So, you know, nost of the closed landfills have
collection systens in place, if not all. The new ones are
bei ng designed with this equiprent.

You know, | honestly thought this would be a rea
qui ck item because there's so nmuch being done by others
in this area.

CHAI RPERSON NI CHOLS: Al right. M. D Adanp.

BOARD MEMBER D ADAMO  Well, | would like to get
back to sone of the comments that you rai sed, Madam Chair
And | do -- based on ny Iimted experience in the vall ey,
| don't think there's a lot landfilling going on with
agricultural waste, for exanple, food processing waste.

But you do raise an inportant point and, that is, | think
we should get a better handle on what the em ssions are.
And as | recall when we were review ng the Scoping Plan

t here was sonme di scussion about agricultural enissions and
additional research. Are we following up on that in this
context regarding agricultural waste and food processing
wast e?

DEPUTY EXECUTI VE OFFI CER SCHEI BLE: | don't think
we're following up in the landfill context, because that's
not where it goes. W are, for exanple, with | ow carbon

fuel standard going to go and work with how do you take
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that and create a usable fuel. And I'd have to check back
with what we're doing on inventory inprovenent just in
general to see how we're |ooking at that froma gl oba
war m ng st andpoi nt.

BOARD MEMBER D ADAMO.  Yeah, | think that would
be hel pful, because | think a lot of it's getting applied,
you know. It's land application, so it's concentrated but
not terribly concentrated. |It's being spread out. So |
woul dn't have any idea, you know, what those em ssions
m ght be and what the potential is for val ue-added for
fuel or energy production

STATI ONARY SOURCE DI VI SI ON CH EF FLETCHER  Wél |
| can respond to that a little bit. In ternms of when we
did the LCFS, one of the exercises that we went through
was to | ook at the resources available for, you know, what
we call ed economically avail able resources. And in that
we | ooked at forestry waste, we |ooked at agricultura
waste, we | ooked at landfill waste. W |ooked at al
sorts of renewable fuels. And as part of that, we then
| ooked at what -- you know, how many biorefineries, for
exanpl e, we thought could be produced that woul d support
the use of these resources. So there is work going on
and that work is continuing to be refined.

The California Biomass Col |l aborative is all over

this issue in terns of |ooking at avail abl e resources and
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how you get them out and what the cost is. The issue of
the definition of renewabl e bionmass is certainly one
that's getting a ot of attention and was one of the
amendnments that was nade in the proposed Waxman- Mar key.

So it is something that is getting a lot of attention to
| ook at those resources and how can they best be used.

Also in sort of response to Chairman Nichol's
broader view, there is a lot of work that is going on
| ooking at digesters that are | ooking at how you use these
resources. In the LCFS, for exanmple, we have -- under the
$25 mllion that we got several years ago we funded three
different projects that | ooked at the conversion of waste
i nto bi onet hane and the production of fuels fromthat.

And the AB 118 funds fromthe California Energy Conmi ssion
have -- in their investment plan has $10 mllion
identified for renewabl e bi onet hane projects. So that's
like ten projects at a mllion dollars apiece.

So there is a fair anpbunt of effort |ooking at
this issue globally. The Governor's Ofice of course is
very interested in the issue of digester waste, area
di gester, food processor, or sewage treatnent. So there
isalot of I think effort. | know our division has a
group that is dealing heavily with digesters and trying to
see what can be done there.

CHAI RPERSON NI CHOLS: Sounds |i ke what we're
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begi nning to need here is a Board briefing, which
realize we don't have a lot of time for. Certainly not
next nonth's neeting and we're off in August. But
normally I don't think we're planning to neet in August.

But maybe we coul d ask for sonething to be put on
a board agenda that would really enconpass, you know,
what's going on around the organi zation as well as
statewi de that might be relevant to having a nore
coordi nated policy here on what we're doi ng about organics
as it relates to air pollution and to nethane em ssions.
That woul d be very hel pful.

Al right. I'mguilty of having extended this
beyond the tine that Supervisor Roberts thought this item
was going to take. |'mdefinitely part of the probl em
here. But | will attenpt to be part of the solution and
nove us towards a conclusion here.

Are we ready to have a resolution here and nove
to a vote?

BOARD MEMBER D ADAMO.  So noved with the
suggest ed changes by staff.

BOARD MEMBER RIORDAN: |I'Il second that, Madam
Chai r nan

CHAlI RPERSON NI CHOLS: Thank you. And that's
including the six itens which we generically described as

bei ng additional direction fromthe Board but which you
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are going to have to incorporate into something witten
for us. But | think we're okay with all of those

Before we take a vote we're required to disclose
any neetings that we've had that are outside the scope of
t he hearing here today.

We're all owed, and encouraged, in fact, to have
t hose comuni cations. But if you learn anything as a
result of them you're supposed to put it onto the record.

So does anybody have any ex partes that they need
to disclose at this tine?

Seei ng one.

BOARD MEMBER YEAGER: | net with nenbers of the
City of San Jose and the City of Sunnyval e

CHAI RPERSON NI CHOLS: Okay. Very good. Thank

you.

Al right. Wth that, | think we're ready for a
vot e.

WIIl all in favor please say aye?

(Ayes.)

CHAlI RPERSON NI CHOLS: Opposed?

Great. Thank you very much.

I think our court reporter could use a break

It's 20 of 12. W have two major itens com ng
up.

The question is, when do we want to take a | unch
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break?

Do you want to do it early, later?

| see no heads nodding at the nonent.

BOARD MEMBER RIORDAN: It's up to you, Madam
Chai r.

CHAI RPERSON NICHOLS: It's up to ne. | have to
take responsibility here.

Al right. Let's take a ten-m nute break then
and cone back and we'll -- we'll start with the staff
report and then take a break. We'll do the staff report
and then take a break.

Thank you.

(Thereupon a recess was taken.)

CHAI RPERSON NI CHOLS: We have a coupl e of nenbers
who are in the back but are able to listen fromwhere they
are.

The next itemthat we're going to be taking up
here is the staff's proposal for new standards that would
affect the light- and nediumduty vehicle sector. And
they're known collectively as the Cool Car Standards,
whi ch establish requirenments for the use of solar glass --
sol ar nmanagenent gl ass.

The California G obal Warning Sol utions Act of
2006 has directed the staff to devel op a nunber of early

action neasures to reduce greenhouse gas em ssions. This
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was one of the nmeasures -- Cool Cars was one of the
neasures that was identified back in June 2007 as an item
to be considered for early adoption.

It's gone through sone pernutations and revisions
as the staff has delved into this area and | earned nore.
And today the staff is going to present a summary of their
proposed new regul ation.

M. Cackette, are you ready to present this iten®

BOARD MEMBER RI ORDAN:  Madam Chai r man?

Excuse nme, M. Cackette.

Madam Chai r man, before you begin, | do have to
nmake a statenment, which is that very | ate yesterday
afternoon | discovered, and it was confirned by our |ega
counsel's office, that in this particular item | have an
econom c conflict of interest. So | have to recuse nyself
fromeither the discussion or the vote or any of the
presentations. So |I'mgoing to absent nyself fromthe
dai s and | eave.

CHAlI RPERSON NI CHOLS: Thank you.

BOARD MEMBER RI ORDAN:  Thank you.

CHAI RPERSON NI CHOLS: Ckay. We'll miss you.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Ckay.
Thank you, Chairman N chol s.

The regul ation staff is proposing today affects

aut onobi | e manufacturers who sell light- and medi um duty

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

120
vehicles in California. W are proposing standards that
woul d require the use of sol ar managenent w ndow gl azi ng
or glass in new vehicles beginning with the 2012 nodel
year.

The goal of the regulation is to reduce the
interior tenperature of vehicles that have been parked in
the sun. And lower internal tenperatures result in |ess
air conditioning use and allow a smaller air conditioning
unit to be equi pped on the car, which increases
efficiency. Both of these changes woul d reduce fuel use
and, thus, greenhouse gas emi ssions as well as nmke the
vehicle more confortable.

So Dr. Marijke Bekken -- oh, | also wanted to say
that the fuel savings that go along with this would fully
of fset the capital costs of the higher costs of the
wi ndshi el ds over the |ife of the vehicle.

So Dr. Marijke Bekken of our Mobile Source
Control Division will make the staff's proposal

(Thereupon an overhead presentati on was

Presented as foll ows.)

DR. BEKKEN:. Thank you, Tom Today we are here
to present our Cool Cars proposal

I will be presenting a little background on the
proposal, the original cool paint proposal you heard in

June 2007, the rul e devel opnent process we went through
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for the Cool Cars proposal, the current proposal, issues
t hat have been identified with the proposal, sonme 15-day
changes we want to propose for the regulation and the
staff's recommendati ons.

--000- -

DR. BEKKEN:. Assenbly Bill 32, California's
Cl i mat e Change Reduction law, requires California to
reduce its carbon di oxi de emi ssions to 1990 | evels by
2020, about a 25 percent reduction. An Executive Order
further requires an additional 80 percent reduction by
2050.

In 2007, staff identified a nunber of greenhouse
gas reduction nmeasures that could be adopted and
i npl enented on a relatively short tinetable. One neasure
identified would reduce nmotor vehicle air conditioning use
by reducing the interior tenperature of vehicles soaking
inthe sun. It was terned the "cool paints" proposal
The cool paints nmeasure was based on the use of solar
refl ective paints for autonobiles.

--00o0- -

DR. BEKKEN. The projections and reconmendati ons
for the original cool paint proposal were based on work
conpl eted by Lawrence Berkel ey National Lab and published
literature, particularly a Japanese assessnment of the

reductions in interior tenperatures achieved with solar

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

122
reflective paint applied to a Toyota.

In addition, staff believed ongoing research with
architectural paints would be transferable to the
autonotive arena. But it turns out that architectural and
autonotive paint requirenments are very different
requirenments and the transferability of these
architectural pignents to the autonotive arena was
problematic. This led to concerns about the availability
of suitable pignents needed to develop a full color
pal ette including the deepest blacks by the proposed 2016
effective date.

Further, sonme of the avail abl e pignents were not
conpatible with energi ng paint processes that reduce
em ssions during paint application. These issues,
toget her with suggested increases in the original cost
proj ections presented in 2007, and refinenent of the
benefits assessnment, |led staff to focus the current Coo
Car effort on wi ndow gl azi ng.

Therefore, staff decided to hold off on the paint
portion of the proposal until nore pigment devel opnent
wor k has been conpleted. And the solar managenent gl azing
was determ ned to be another way to reduce vehicle cabin
tenmperatures and air conditioner use.

The renmai nder of this presentation will focus on

wi ndow gl azi ng.
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--000- -

DR. BEKKEN. First, a little background. W al
know that a car sitting in the sun can quickly get hot on
the inside, nuch hotter than the anbient air around it.
Thi s picture shows what happens to the sol ar energy when
it impacts a window. The energy is either reflected off
the glazing, transmtted through the gl azing, or absorbed
by the glazing. |If it is absorbed, the energy is
ultimately rel eased either out into the environnment or
into the vehicle, depending on factors such as relative
tenperatures and wi nd speed. These approaches wll be
di scussed further over the next few slides.

--000- -

DR. BEKKEN. The wi ndow gl azi ng can be fornul ated
in many ways. Traditional autonotive glazing is lightly
tinted but does not offer significant solar control. Two
conmon types of solar control glass technology are sol ar
absorb glass and infrared reflective glass. Solar
absorbing glass is made by the addition of materials such
as iron into the nolten glass before the glass is shaped
into a window Sol ar absorbing technol ogy can be used in
| am nated gl ass as you'd see in a windshield, as well as
for tenpered glass typically used in other glazing
positions on a vehicle.

The infrared reflective approach offers increased
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solar control, but only works with |am nated glass. This
is because it relies on the use of very fine particles
sputtered onto glass or onto a fil msandw ched between two
| ayers of glass. The material could corrode if left
exposed to the air. It nust be sealed within the two
sheets of gl ass.

Most of the solar reflective glass relies on fine
metal particles to reject the sun's energy, although there
are non-netallic films available as well.

--00o0- -

DR. BEKKEN: This slide shows in graphical form
the effect of reflective glass. Mich of the solar energy
is prevented fromentering the vehicle and is reflected
outward. The energy that does enter the vehicle is
reduced. A small amount of energy that is absorbed by the
glass is either re-radiated out or into the vehicle. This
re-radiation is represented by the purple arrows at the
bottom of the glass. This same concept is used in home
and building windows to control heat gain

--00o0- -

DR. BEKKEN. Infrared reflective technol ogy has
been used in a variety of vehicles. This list includes
some, although not all, of the makes that have used
infrared reflective glazing. Mst nodels are | uxury

units, but it has been offered in a number of md-price
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vehicles as well.
--000- -

DR. BEKKEN: This slide shows in graphical form
the effect of solar absorbing glass. Rather than being
reflected, the solar energy's absorbed by the glass. The
portion of the absorbed energy that is radiated outward
never enters the vehicle. The portion re-radiating inward
does result in solar heat gain. Under parked conditions,
this type of technology will allow nore energy to enter
the vehicle than the reflective approach. However, under
driving conditions, the reflective and absorbing gl ass
have simlar benefits.

--000- -

DR. BEKKEN:. Staff's proposal sets different
requi renents for wi ndshields than for other glazing
positions. The windshield is currently |lam nated for
safety. The |lam nate technol ogy has two pieces of glass
gl ued together with polyvinyl butyral. Because the
wi ndshield is lam nated, it is already positioned to use
the better infrared reflective technol ogy. The proposed
solar control level currently can be net using infrared
refl ective technol ogy, although technol ogi cal advances
could all ow other approaches in the future.

--000- -

DR. BEKKEN: This slide shows a graphic of the
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assenbly of a |am nated piece of glass. The two pieces of
gl ass can protect a netallic coating fromcorrosion and
ot her degradation effects.

--000- -

DR. BEKKEN:. Mdst side and back wi ndows currently
use a single layer of tenpered glass. Tenpered glass is a
single piece of glass that has been heat treated to make
it stronger. Roof glass is a mix of tenpered and
| am nat ed technol ogy, depending on the vehicle nodel.

Staff's proposal is based on the use of |ess
ef fective sol ar-absorbing solar technol ogy for the side
and back wi ndows. W rejected a nore stringent and
ef fective approach that would require the use of solar
refl ecting technol ogy because it would require side and
rear windows to switch to I am nated gl ass. Repl acing
tenpered glass with | am nated gl ass would i ncrease costs
and possibly require a redesign of novabl e w ndow
nmechani sns. Because the side and back wi ndows tend to be
nore vertically oriented, they do not allow the transfer
of as much solar energy into the vehicle as does the
wi ndshield. The additional cost for the all-around
approach woul d be substantial for the limted additiona
benefits achieved.

--000- -

DR. BEKKEN: Staff's proposal establishes a
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performance standard for gl ass specified as tota
transm ssion of solar energy, or TTS. The wi ndshield has
a nore stringent standard because it accounts for half of
all the vehicle solar heat gain. Because w ndshields are
al ready | am nated, they can use the nore effective
refl ective solar technol ogy.

The proposal will reduce the average vehicle soak
tenmperature by 13 degrees Fahrenheit, 14 degrees for
passenger cars and 12 degrees for SUVs. SUVs experience a
slightly I ess tenperature benefit since they are assuned
to already include privacy glazing which neets the
speci fi ed standards.

Staff proposes two different standards for the
wi ndshield. The first is a 50 percent total solar
transm ssion, which is phased in over two years to all ow
extra tinme for validating nore difficult w ndshield shapes
or vehicle designs. The second standard is 40 percent
TTS, effective in 2014.

Si de and rear glass would have to neet a 60
percent TTS, whereas roof w ndows, better known as
sunroofs, would neet 30 percent TTS.

These requirements will also apply to repl acenent
gl ass for vehicles in the 2012 and subsequent nodel years.

--000- -

DR. BEKKEN: This chart shows the relative
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performance of solar control glass that's avail abl e today
and the costs relative to each other. Current technol ogy
for the 40 percent level is achieved using the direct
coating process, but it is anticipated that filnms wll
al so be able to achieve this level of solar control in the
near future. Solar-absorbing PVB interlayers can
currently achi eve | evel s around 55 percent.

--00o0- -

DR. BEKKEN:. In determning its cost estinates,
staff spoke with glass manufacturers, autonobile
manuf acturers, and other interested stakeholders. To
conply with the Tier 2 level, the initial increased cost
for solar managenent glazing is expected to be 70 to $80.
If this glass breaks and needs to be replaced, the
repl acenent glass will also be a little nore expensive.
Assuming a windshield is replaced every eight years, and
accounting for increased finance and other costs, the
total cost per vehicle at the Tier 2 level is projected to
be $111.

--00o0- -

DR. BEKKEN. Based on the npdeling presented in
the staff report, the solar managenent gl azing
requirenents will result in an estimated .7 mllion netric
tons C2 benefit in 2020 and a 1.2 mllion metric tons CO2

benefit at full inplenentation. Reduced fuel use was
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estimated at 161 mllion gallons per year at ful
i npl enentation. This results in an estinmated savings to
the consunmer of $16 per year per vehicle. This means that
the total $111 cost woul d be paid back to the vehicle
owner in about seven years.
--000- -

DR BEKKEN: Three broad issues have been raised.
They are the rate of inplenmentation, electronic
interference with the reflective coating technol ogy, and
requests to allow alternate approaches to conpliance.

--000- -

DR. BEKKEN:. Staff has proposed a two-year
phase-in for the Tier 1 windshield standard of 50 percent
TTS, beginning in 2012 at 75 percent conpliance.

Aut o makers have argunented for nore tine to
phase in the Tier 1 windshield standards, ranging from
keeping it at two years but with a | ower percentage in
2012, to a five-year phase-in. One glass manufacturer
asked for a one-year delay. A few commenters asked that
the standard be relaxed to 55 or 60 percent TTS. On the
ot her hand, nmanufacturers with coating technol ogies
suggest the staff proposal is fine and they can neet any
demand.

--000- -

DR. BEKKEN: Staff proposes that the Tier 2 40
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percent TTS wi ndshield standard be fully inplenmented in
2014. Auto nmanufacturers have varying views, ranging from
this being feasible to not conpleting the phase-in unti
2019. Several glass manufacturers asked for a two-year
delay until 2016 to provide nore time to devel op inproved
wi ndow technol ogy. Again, those glass manufacturers with
advanced coating technol ogy suggest 2014 is doable.

The general issue relating to the glass
manuf acturers is whether nore tine should be allowed to
et those with | ess advanced technol ogy catch up with
t hose who' ve invested and have the technol ogy already.
And if nore time is not given, can those with the
technol ogy neet the entire demand of industry. For some
car manufacturers, it is the sane issue as Tier 1 - nore
tinme desired to make sure el ectronics work and wi ndows
neet their specifications. Those asking for a relaxation
of the standard basically want to stick with the
technol ogy they currently have, such as absorption
wi ndshi el ds.

--00o0- -

DR BEKKEN: Several car nmanufacturers have
suggest ed that because reflective coating w ndshields can
reduce the strength of signals fromelectronic devices
such as GPS and garage door openers, nuch nore tine is

needed to verify operation or nove antennas to outside of
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t he passenger area. This is an issue of timng or
phase-in rather than technical feasibility, because sone
Eur opean cars already use reflective w ndshields and sone
use reflective solar control on all glazing, and do so
with current electronic devices. The proposed regul ation
all ows areas where the reflective coating can be del eted
to inprove the signal transm ssion for devices inside the
car. The addition of external antennas al so addresses
this concern.

--00o0- -

DR. BEKKEN:. Automakers have suggested that they
shoul d be able to suggest alternative ways to neet the
goal of the proposed regul ation. For exanple, a less
ef fective glass could be used if other methods of cabin
cool i ng were provided.

Staff is generally supportive of such flexibility
if it can assure that the alternative is truly as
effective as the regulation is witten. Wat limts the
attractiveness of alternatives, especially ones that
i nvol ve alternate test procedures, is the substantia
amount of staff effort needed to assure that the
alternative is equally effective. W are not equipped to
do this on short notice, and this becones a especially
difficult if multiple manufacturers suggest different

alternatives.
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Staff believes this is better addressed by the
af fected industry devel opi ng standardi zed procedures
t hrough an organi zati on such as SAE, and then seeki ng ARB
approval. W are willing to participate in any such
endeavor.

In addition, the alternate conpliance approach
has the potential for gaming the system This is
conpounded by the | ack of a standardized assessnent
procedure.

--00o0- -

DR. BEKKEN:. In response to industry conments,
staff is proposing several 15-day changes.

A section was reserved in the proposed regul atory
| anguage for |abeling requirements. The gl ass
manuf acturers are generally in agreenent that |abels can
and should be used for the glass. Staff will work with
manuf acturers to determi ne appropriate | abeling |anguage
for including in the final regulation.

--000- -

DR. BEKKEN: Next, the regul atory | anguage
i ncludes the statenment -- can we nove on?

Ckay.

-- that the glazing' s performance shoul d be
determ ned referenced to four nillinmeters thickness. Sone

aut onoti ve manufacturers and gl ass suppliers have
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commented that this language is not clear. Staff is
working to clarify the language, and will nost likely
propose a table or graph specifying required performance
at given thicknesses when the 15-day revised regul atory
| anguage is released. The stringency of the revised
| anguage woul d be equivalent to that currently proposed.

Secondary manufacturers are those that buy a
vehicle fromthe OEM and nodify it before offering it for
sal e as a new vehicle. Sonetinmes w ndows are added as
part of these nodifications. Staff intends to clarify
that these wi ndows nust conply with the proposed
requi renents, and their performance specified in an
addendum to the owner's manual

Finally, some have comrented that solar contro
wi ndshi el ds that do not require del etion areas shoul d be
able to increase their TTS percent to account for this.
Staff believes that this is a reasonable request and
shoul d be added to the list of solar glazing trade-off
options.

--00o0- -

DR. BEKKEN:. Staff's proposal is feasible and
cost effective, resulting in fuel savings that exceed the
i ncreased capital cost. It is consistent with the Scoping
Pl an and reduces greenhouse gases by around 1 million

metric ton per year
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Staff recommends that the Board adopt the Coo
Cars proposal with the 15-day changes suggested today.

CHAI RPERSON NI CHOLS: Al right. Thank you very
nmuch.

Are there any questions from Board nenbers at
this time on the staff presentation?

We have a fairly extensive list of wtnesses, and
we had indicated that we were going to break. But do you
want to get started or you want to -- Yeah, all right.
Let's get started. | see people ready to go.

Al right. W're going to start through the I|ist
of witnesses then. But we will take a break at one
o' clock for lunch. So we'll just get us far as we can.

We' Il begin with Steve Douglas fromthe Alliance
of Autonobile Mnufacturers.

Good nor ni ng.

MR, DOUGLAS: Good norning, Madam Chair

CHAI RPERSON NI CHOLS: Wwell, it's not quite
nor ni ng

Then John Cabani ss, Ross Cood.

MR DQUGLAS: Cood afternoon, Madam Chair. And |
had a presentation as well.

CHAlI RPERSON NI CHOLS:  Ckay.

MR, DOUGAS: |'ll go ahead and get started.

(Thereupon an overhead presentati on was
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Presented as follows.)

MR, DOUGAS: |'m Steve Douglas with the
Al liance. Those are the nmenber conpanies of the Alliance.

And 1'd like to -- we will recommend today -- if
you can go to the next slide.

--000- -

MR, DOUGLAS: -- a nunber of things:

First, allow a performance standard alternative.
It's in the history of ARB. It's been very successful in
the past. W would encourage you to adopt that.

Second, consider adopting an absorbi ng standard
inlieu of areflective standard. |t achieves about 85
percent of the benefit at about 10 percent of the cost,
and it doesn't have any of the conplications of reflective
gl azi ngs.

Third, a technology review in 2012. Regardl ess
of what you do, there's a | ot of uncertainty about this,
fromthe el ectromagnetics or the wirel ess systems to the
Tier 2 standards.

If there is a reflective standard, if you do
adopt that, we do need nore lead tine, both with the 2012
and with the Tier 2 standards.

Roof |ight standards are currently at 30 percent.
That yields a sunroof that's effectively black. So

there's no light com ng through that.
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Exenptions. We're | ooking for exenptions for
pl astic wi ndows, both pol ycarbonate and the coll apsible
that you'd see on convertibles and such. And al so
vehicl es that don't produce CO2, such as electric
vehi cl es.

And, finally, we'd ask that you authorize staff
to adopt sone technical changes in the 15-day noti ce.

If you'd go to the next slide.

--000- -

MR. DOUGLAS: Vehicle performance standard.

Again, the goal interior tenperature. M. Cackette said
that in the beginning. That's all we ask. You've been
very successful in the past. You didn't specify catalytic
converter standards. You specified vehicle exhaust
standards. We inproved the efficiency of the catal yst as
wel |l as the efficiency of the conbustion chanmbers. Fue
injectors are a result of performance standards for the
vehicle. It allows innovation.

So all we're asking here is you'll allowthe
Executive O ficer to approve other methods that achieve
the sane reductions, the sane interior tenperature

Next .

--000- -
MR, DQUGLAS: There are issues with the reflected

standards of metal oxide coating. It does reduce wireless
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signal strength. Cell phone coverage will be reduced.
There' |l be nore dropped calls. Portable GPS devices will
be i mpacted. Fasttrack electronic toll booths will have

problens. Tire pressure nmonitoring systems, those wll
have to be validated. Garage door openers, so on and so
forth.

The next slide.

--00o0- -

MR, DQUGLAS: There has been a di scussion about
t he proposed reflective standard. And |I'd just say that
you do get -- and this graph is fromthe ARB staff report.
It's the staff's nunbers. The benefit of an absorbing is
about 85 percent of the benefit of a reflected standard
that's proposed. There are no issues with wireless
comuni cations. And what's nmore is there's no difference
in the benefit once the vehicle starts noving. W would
encourage you to adopt an absorbing standard, at |east
initially, rather than the reflective.

And next slide.

--00o0- -

MR, DOUGAS: |If you do go with the reflective
standard, manufacturers have to verify every wireless
system on every vehicle and we have about a year to do it.
So we do request a |longer phase-in for that.

CHAlI RPERSON NI CHOLS: Thank you, M. Dougl as.
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MR, DOUGAS: All right. Thank you very nuch.

CHAI RPERSON NI CHOLS: |I'msorry. The three
m nutes goes by fast. But we do have your witten
presentation.

MR, DOUGAS: Al right. Thank you.

BOARD MEMBER SPERLI NG  Could | ask a question?

CHAI RPERSON NI CHOLS:  Yes.

BOARD MEMBER SPERLI NG You advocate this idea of
performance standards. How do you inmgine that -- and as
the staff said, a key issue is the test nethod. How do
you i magi ne these test nethods being devel oped and how
soon coul d that happen?

MR. DOUGLAS: That's an excellent point, Dr.
Sperling. | think we can do it in six nmonths. | think we
have to do it in six nonths. |If we're going to be
bui | di ng vehicles for 2012 using perfornance standards,
we'd have to get the test procedures put together

Conpared to the other test procedures we have,
it's relatively sinple. W' re |ooking at tenperature in
the vehicle. And kind of the variables are the col or of
the vehicle, the color of the interior, and the materia
of the interior. W do far nore conplex test procedures
with far nore variables, and we've been doing it for
decades now. So -- and we coul d devel op through the

Alliance with -- or through the auto nakers one proposa
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that we could bring to the staff for their review and
approval .

And also | think that sone of my coll eagues will
have a little nore detail on what they had in mnd for
test procedures.

CHAlI RPERSON NI CHOLS: Thank you.

MR, DOUGLAS: Thank you.

CHAlI RPERSON NI CHOLS: Ckay. John Cabani ss.

MR. CABANISS: Good norning. | also have sone
slides, and | suspect you have them already. Thank you.

Go to the next one pl ease.

(Thereupon an overhead presentati on was

Presented as follows.)

MR. CABANISS: | just wanted to reinforce a few
of these thoughts that Steve Dougl as brought up -
performance standard option, expanded phase-in. And al so
one new thing that he didn't cover, which is snmall vol une
manuf act urer provi sion.

Next pl ease.

--00o0- -

MR. CABANI SS: The performance standard option
woul d add regul atory provision, the way we view it today
at | east, because we don't have this test procedure worked
out. We sinmply would ask that you add sone regul atory

flexibility, a provision to allowthis option with the
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Executive O ficer approval, and then we would work with
staff to establish a protocol over the next few nonths, as
Steve nentioned. This would allow manufacturers
flexibility to use a systenms approach to neet the
requirenents. And it would al so pronote innovation, as he
menti oned.

Next pl ease.

--00o0- -

MR. CABANI SS: The expanded phase-in. O course
the benefits of the Cool Car role, as was expl ai ned by
staff earlier, is really -- has two elenents: The gl ass
itself, and then redesigning the air-conditioner to take
advant age of the reduced thermal | oad.

Regardl ess of when the gl ass gets inposed in the
vehicle, inplemented into the vehicle, the air
conditioning redesign will not be able to be occurring in
the sane tinefranme just because of all the reengineering
that has to be done. And, in fact, when you | ook at the
background of what other things are going on in the air
conditioning area, one of the forenmpbst is the introduction
of new gl obal warm ng potential refrigerants, which is
bei ng done worl dwi de on a 2012 to 2017 tinmeframe. And so
t he schedul e for glass should be considered in this
context, because -- not that the glass can't be done

somewhat earlier. But the real payoff is going to be when
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the air conditioning redesign is done, and that's going to
be on a sonewhat different schedul e.

Next .

--000- -

MR. CABANISS: And, finally, the snmall vol ume
manuf acturers. There are several independent snall vol une
manuf acturers, conpanies like Ferrari, Aston Martin. They
produce a few hundred vehicles each year in California.
Those phase-ins -- or the types of phase-ins that are
bei ng reconmrended here are very difficult for companies
like that due to their |ow volune and the very limted
nodel s that they have. So, you know, their ability is
really to conply or not conply, not to phase-in.

So we would just sinmply request that a provision
be added for these independent small vol une nmanufacturers
to comply in the final year of the phase-in, whatever it
ends up being, as was done with the AB 1493 regul ati on

And that's all | have. Thank you very nuch.

CHAlI RPERSON NI CHOLS: Thank you.

Ross Good, followed by Dave Raney.

MR, GOOD: Good norning Chair Nichols and nmenbers
of the Board. M nane is Ross Good. |'m Senior Manager
of CGovernnent Relations for Chrysler Corporation --
Chrysler Goup LLC. Got to get that right now |I'm

asking for your careful consideration to alternative
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neasures to the cool glazing rule before you today.

As 1've worked with nmy col | eagues back at our
headquarters in Auburn Hills, Mchigan, on this issue over
t he past several nonths, |'ve asked themto keep one thing
in their mnd, and, that is, how we can help the ARB staff
acconplish their goals.

The goal in this case is to reduce the CO2
generated by |l owering the resting vehicle cabin
tenperature and thereby reduci ng the nunber of days
t hroughout the year that we Californians need to utilize
our air conditioning systens.

As they stand now, the staff recommendations in
t he proposed rule focus on a single technology offered by
a single manufacturer produced at a single plant in the
United States. There is hope that at |east one other
manuf acturer will develop the material, develop the
process, build a plant intinme to fill these needs. But
it doesn't really -- that's a lot of hoping, and it's very
difficult to build credible business cases on hope.

So Chrysler engineers took the question of how we
can help to heart. W recomend that -- the reconmended
solution is to apply the nore rel axed standard of the side
and rear windows to all the way around the vehicle, except
for the roof. And this according to our estinmate can be

acconpl i shed very quickly, very effectively, very
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i nexpensively, and without all the technical difficulties
associ ated with the proposed technol ogy.
By "quickly," | mean Chrysler can launch into the

program by the initial 2012 nodel year

By "effectively,"” | nmean we can acconplish 70 to
85 percent of the goal -- 75 to 85 percent of the goal
By "inexpensively," | nmean we can do it for about

10 percent of the price, and without all the nagging
probl ens that have been di scussed.

There are other issues with the proposed rule as
wel I, including an exenption for plastic windows. This is
very inportant to Chrysler. The very popular Jeep
Wangler fitted with a soft convertible top uses flexible
roll-up side wi ndows which are not capabl e of neeting the
si de wi ndow standard. And outlawi ng the soft top would
require us to use the hard-top vehicle with the hard
wi ndows, which woul d add significant weight to the vehicle
and reduce the -- and increase the CO2 every mile the
vehicle is driven, not just when the air-conditioner is
bei ng used.

And, second, the global electric nmotor, or GEM
car vehicle, which Chrysler produces - | believe Chair
Ni chols is a proud owner of - uses plastic on side -- rear
wi ndows as wel | .

And switching to conventional glass would reduce
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the vehicle's operating range while offering no AC benefit
at all. |In fact, these vehicles don't even offer AC as an
option, so there's no real problemto solve there.

Third, it seens reasonabl e that an exenption for
zero em ssion vehicles as a class mght be a wde
consideration. Certainly there are -- issues with how and
where the electricity to power and run these vehicles and
AC systens is generated is a point. But that's maybe
pi cking at nits, and we shoul d probably be nmoving the
boul ders out of the way first.

Finally, | know that you've heard and will hear
testinmony froma |ot of people representing a | ot of
conpani es, environmentalists, the ARB staff, and everyone
pointing forward. But when it's tinme to march, we all
seemto be headed off in a little bit different direction
here. And | think that points out that the rule just
isn'"t quite ready yet. Maybe a little bit nore time to
align our goals would help us to get to march in the
same - -

CHAlI RPERSON NI CHOLS:  Ckay.

MR, GOCOD: Thank you.

CHAI RPERSON NI CHOLS: Thanks. Thank you.

Davi d Raney, followed by Dan Adsit.

MR. RANEY: Good afternoon, Madam Chai r wonman,

| adi es and gentl emen of the Board. M nanme's David Raney.

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

145

I'"'mthe Senior Manager of Environnmental & Energy Affairs
for Honda in the United States.

| would say that we're trying to come to you
today with a can-do attitude, and hopefully nmy comments
will reflect that.

VWhat | may say may appear to not be in that vein
But when | conclude, | hope we can both come to agreenent
that's our case.

We echo what you've heard so far, that a
per f or mance- based approach is what we consider the best
approach. And that's based on the fact that we believe a
performance netric which would require the devel opment of
a new standardi zed test procedure is inportant; it could
be applicable nationwide; and it gets at | think what
we're nost interested in and what will bring benefit to
us, not necessarily focusing on the tenperature of the
interior conpartment but what we believe is nbst inportant
and, that is, AC system |l oad.

We believe a systens approach to this is
i mportant. And we believe getting at |oad through many
nmechani sns, not just reducing it through solar flex com ng
in through the glass, is nost inportant. We're pretty
smart fortwo at devel opi ng our vehicles today and managi ng
el ectronic control systens and the inherent fuel injection

process based on load, and we'd like to be given the
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opportunity to pursue that in this vein as well.

Not abandoni ng what the staff has proposed.

VWil e the perfornmance test procedure is being devel oped, |
can't tell you if it would take six nonths or three years.
But | believe that doing it right would take sone tine. |
think, inmportantly, going beyond what woul d happen here in
the State of California, it needs to be addressed

nati onwi de. | believe there should be some harnonization,
frankly, between the U S. EPA and California as we | ook at
nati onal greenhouse gas standards.

But while the test procedure's bei ng devel oped,
we're firmy commtted to telling the Board and staff
today that we could conmit as a conpany to offering 60
percent TTS absorption glass not only in California but
nati onwi de. W can do it soon. And the reason for doing
that is because we wouldn't have to perform what has been
reported to you so far of reengineering all of our
el ectroni c systens.

| must be clear, that we cannot neet the proposa
as presented by the staff today. The proposed requirenent
of TTS 50 percent of 100 percent in 2013 is sinply not
feasible for my conmpany. The proposed requirement of TTS
40 percent is sinmply not feasible either. There's two
primary reasons for that, one being lead time. W have a

st aggered phase-in of full nodel devel opnent, full nodel
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change. And we have limted engineering resources. W
float engineering teanms around individual nodel
devel opnents, and each one of these is focused on
reengi neering for the new gl ass.

The second one is a supplier situation. And that
is the need to nake sure we've got adequate supply.

Thank you for your time. And | hope we can
engage with you in this constructively.

CHAI RPERSON NI CHOLS: Thank you very much.

Next -- we have two witnesses who signed up for Toyota.
We don't usually -- oh, I"'msorry, after Dan
Excuse ne, M. Adsit. | apologize. 1'd already

call ed your name and forgot you hadn't spoken yet.

MR, ADSIT: Thank you, Madam Chair. | represent
Ford Mot or Conpany.

Ford supports the goal of reducing interior
tenperature of vehicles parked in the sun. W do request,
however, some changes to the proposed standard.

One is a perfornance-based conpliance
alternative. W think that encourages innovation,
conpetition, and cost efficiency. W think performance of
alternate cooling technol ogi es could be determ ned by
sinmpl e test procedures.

VWhat we envision is taking a few vehicles and

heating them one with standard gl azing; one with glazing
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as proposed by the standard; one with alternate
technol ogi es that cool the interior, neasuring the
interior tenmperatures. |If the alternate technol ogi es coo
the car as well, what we'd like to do is submit our test
data to the Executive Oficer and request that the
alternative technol ogi es be all owed.

We understand too that the alternative
t echnol ogi es must be independent of driver action

Ford did develop a draft test procedure. W have
supplied it to staff. W' ve shared it with our other
aut onobi |l e conpanies. And we do think that a test
procedure coul d be devel oped quickly, within six nonths.

So what we'd request is that the alternative
conpliance | anguage that are in the witten Alliance
conments be added to the standard. And we al so request
that there be a requirenent to develop a test procedure to
nmeasur e performance.

Additionally, we would like to see nore of a
phase-in for the reflective windshields. At Ford we're
nmovi ng to deep bend wi ndshi el ds, which have nore
curvature. And the issue for us is in 2012 we'll have
hal f of our windshields that are these deep-bend
wi ndshi el ds.

There's two ways of doing this reflective

wi ndshield. ©One is coated film That for us is the
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go-fast way of approaching this. W would do that for the
2012 nodel year.

The problemis with deep-bend w ndshields there
can be winkling cling and distortion of this film around
the edges. Coating on the glass is a better way to
approach it for deep-bend w ndshields, but it has |onger
lead tinme for us. Qur suppliers aren't set up to do that.

So we woul d request nore of a phase-in for the
wi ndshi el d portion.

Al so, that would give us flexibility for
i npl enenting the windshields. W could do it in a nore
cost effective nanner. It wouldn't require us we think to
do two wi ndshields within the period of two years for each
par ked vehi cl es.

W'd also like to see the addition of a
technol ogy review. Presently, as has been nentioned,
there's only a few suppliers that may be able to neet the
40 percent TTS requirenent in 2014. There are electronic
devi ce interference issues.

There are issues with inplenenting other kinds of
gl azi ng such as pol ycarbonate glazings. And we think with
a technol ogy review, there'd be tinme to discuss those
i ssues and possi bly make changes as required.

So we do support the goal, and we would like to

see those three changes made to this standard.
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Thank you.

CHAI RPERSON NI CHOLS: Ckay. Thank you very much.

We have two witnesses from Toyota. W don't
normal Iy |l et people double their time by splitting up
their presentations. But if one of you is just going to
focus on the radi o wave issue --

M5. BROMN:  Yes.

CHAlI RPERSON NI CHOLS: Okay. Well, why don't we
just -- we'll hear that one separately. And then the
other one, don't talk about that at all. You can talk
about your other points. You've got a lot of slides here.

(Thereupon an overhead presentati on was

Presented as follows.)

MS. KOKKI NAKCS: Good afternoon. | have a
presentation.

CGood afternoon. M nane is Lili Kokkinakos from
the Toyota Technical Center. And | would like to present
an overvi ew of Toyota's opinion about the Cool Cars draft
rule, concerning in particular the front w ndshield, roof,
and plastic w ndows.

Lisa Brown fromour Electronic Systens Division
wi || discuss sone detailed technical issues after this
presentation.

We understand and support the intention of this

Cool Car regul ation.
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CHAI RPERSON NI CHOLS: Coul d you speak up a
little. We're having a hard tine hearing you. Maybe if
the m ke gets closer to you.

MS. KOKKI NAKCS: Before | start, | would like to
note that Toyota has direct experience with solar
refl ective glass wi ndshields and adopted in sone vehicles
in the 1989 through 1994 tinmeframe in Japan

But we noved away fromusing it largely due to
the obstacles with radio wave interference and concern
that this might cause inconvenience to our custoners as
nore and nore radi o wave devices that are being used.

Sone exanpl es of problens we had in Japan were
with the VICS smart car system infrared speed detection
caneras, et cetera, et cetera, future technol ogy.

Next slide.

--000- -

MS. KOKKINAKCS: O the front w ndshield,
adopting a 40 to 50 percent TTS standard as is in the
current draft of the Cool Car rule would necessitate using
solar reflective glass. Adopting solar reflective glass
on our vehicles would be a maj or change whi ch woul d
require that we would -- we'd have adequate tinme to
perform necessary redesi gn such as nmovi ng antennas, study
of deletion areas, performng reliability and performance

testing to ensure no uni ntended consequences due to our
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desi gn changes, and guaranty that we have an adequate
supply base of nmmss production gl ass.

Due to these issues, we propose adopting a 60
percent TTS standard for the windshield, which will allow
us to provide solar control without radio wave issues and
concerns about glass supply. W are then dedicated to
wor ki ng both internally and with our suppliers to study
nmet hods to address our technical concerns and resol ve nmass
production i ssues so that we would be able to have a
technol ogy review in two-years tinme to consider what woul d
be 15 nodel year and | ater standard.

We al so have concerns regarding the plastic
wi ndows. Due to potential weight savings and fuel econormny
benefits -- next slide --

--00o0- -

MB. KOKKI NAKOS: -- we woul d suggest that plastic
wi ndows be exenmpt fromthis rule-nmaking so as to pronote
further research and adoption. At a mnimm ARB should
al | ow sone equi val ent test procedures to show the fuel
econony benefits of a plastic w ndow.

Al so, roof lights we're concerned with regarding
the standard at 40 percent TTS. This would force very
dark roof lights that would be too dark for custoner
preference and al so potential issues with the design

because it could be heavier and thicker
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In summary, Toyota supports the goal of the Coo
Cars regul ation, but we have significant concerns about
t he unintended i npact of the level of stringency in the
proposed requirements, particularly for the w ndshield,
pl astic glazing, and roof I|ights.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Ms. Brown.

MS. BROAN: | also have a presentation, if you
could pull that up please

(Thereupon an overhead presentati on was

Presented as follows.)

M5. BROMN: Good afternoon. M/ nane is Lisa
Brown and I'man electrical engineer fromthe Toyota
Technical Center. 1'd like to highlight sone technica
concerns that Toyota has regarding the current draft of
the Cool Car rule.

Increasingly nore and nore radi o wave systens are
bei ng adopted on to vehicles. It is essential that we
mai ntain the performance and reliability that our
custonmers expect. So adoption of the current draft neans
we need to verify all of these systens, in nmany cases make
maj or desi gn changes.

We know that currently other nmanufacturers have

adopted some solar reflective glass, for example, in
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Europe. However, this does not necessarily nean that it
could be easily adopted in the U S. w thout consequences.

There are many differences in infrastructure such
as cell tower density, regulations such as TPMS, and
cust oner usage patterns such as garage door opener and
using renote keyless entry as a vehicle finder. W have
identified several scenarios through our internal testing
where this is a potential difficulty and | will highlight
just two of them

We are al so concerned about the inmpact of our
custonmers' ability to use aftermarket systens and the al so
potential limting effect on future radi o wave
t echnol ogi es.

Next slide please.

--00o0- -

MS. BROMN: Currently all of Toyota's GPS
antennas are nounted inside our vehicles. |If present
technol ogy solar reflective glass is required for the
wi ndshi el d, we must redesi gn our GPS antennas to nount
them on the roof even if deletion areas are all owed.

Wiile this nay seemsinple, this redesign is
actually quite involved, and I'Il highlight a few exanples
of the inmpact. Rerouting the antenna cable will nake it
| onger, which will thus continuate the signal, reducing

performance. We may then need to redesign the receiver to
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i nprove the sensitivity.

Anot her consequence is that a new or nodified
hol e nust be placed through the roof for the cable. This
has a mmjor inpact on the body structure, which will need
to be verified and possibly redesigned. Water intrusion
i s another potential issue that nust undergo thorough
testing.

Redesign of the GPS antenna is a major change
whi ch requires significant testing and potential redesign
of many other areas of the vehicle, and we need adequate
time for inplenentation.

Next slide please.

--000- -

M5. BROMN: In the US. tire pressure nonitoring
is mandatory for all vehicles, and we are concerned about
neeting both TPMs and current draft Cool Car requirenents.
A domi nant path for the radio waves fromthe front tire to
the receiver is through the front wi ndshield, as this
figure shows. And using present technol ogy sol ar
reflective glass would greatly reduce the signal strength.
O her auto manufacturers who currently use reflective
wi ndshield nitigate this problem by addi ng many extra
antennas. This is not a practical solution to inplenent
across a whol e vehicle product |ine because it's cost

prohi bitive and a najor redesign is again required.
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A wi de area del etion across the bottom of the
wi ndshi el d or other energing technol ogi es that allow
adequat e passage of radi o waves could be potentia
solutions for the future, but they're currently not
feasible. Using mass del etion across the bottom woul d
violate the current rule threshold. And other options
such as the wi de area | aser deletion and other energing

technol ogi es are not ready for mass production at this

time.
Next slide please.
--000- -
MS. BROMN: In conclusion, there are many
technical issues that still exist in inplenmenting the

current draft Cool Car rule with technology that is
presently avail able for mass production. And we hope the
Air Resources Board will consider Toyota's proposed
changes to the rule as presented earlier by Lil
Kokki nakos.

In addition to me, we have experts today from
Japan, and we'd wel come any questions that you may have.

Thank you very much for your tine.

CHAlI RPERSON NI CHOLS: Thank you.

Jonat hon Morrison, followed by Razm k Bali an.

MR MORRISON:. Hi. M nanme is Jonathon Morrison.

I"'mwith the California New Car Deal ers Association. W
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represent the dealers that buy the cars fromthe
manuf acturers and sell themto custoners. And we are the
face of the auto industry for npst custoners that are
buyi ng cars or having them fixed.

We're in a bit of a strange situation here. W
absolutely love the idea of having cars that are cooler
when they've been sitting out in the sun. W |love the
i dea of saving our customers four or five gallons of fue
a year. But we have sone real concerns if the nmandated
technol ogy to achieve that could interfere with GPS
systens, cell phones through blue tooth, and garage door
openers.

We think a perfect solution to this potentia
problem woul d be to allow for a performance requirenent,
to require mandated -- to all ow technol ogies to neet these
requi renents that nmay not necessarily be solar reflective
gl ass. Perhaps the absorbing glass would be a good
solution to this, or leave it up to the manufacturers that
desi gn t hese vehicl es.

That's one big concern.

Anot her concern we have, actually it's nore of a
technical issue, is with the record retention
requirenments. We're also going to be the people that are
fixing these cars. And if there's a crack in the

wi ndshi el d needs to be replaced, they may do this at one
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of our collision repair centers or they may have this
repl aced by the autonotive deal ers service center.

Wth that regard, we actually have requirenents
under existing autonotive repair |law that requires deal ers
to maintain all these documents. This would be the
i nvoice fromthe glass conpany and all other parts
i nvoi ces. These have to be maintained for three years
after the service. The proposed regulation would require
that the autonotive repair deal er keep these for five
years. So not only is there a bit of an overlap and, you
know, sone inconsistencies with the existing |aw; we al so
have sone concerns because, as new car dealers, we're
covered by federal and state privacy laws. W have to
keep confidential consuner information in-house. W can
only give this out in certain circunstances, mainly if
it's pursuant to a properly executed warrant or subpoena
for those docunents.

And we woul d ask that since we al ready have | aws
out that there that require these records to be
mai nt ai ned, that those |aws be allowed to do their work as
i ntended and that section of the proposed regul ation be
renmoved

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

M. Balian
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MR, BALI AN. Good afternoon. M nane is Razm k
Balian. | represent AGC Autonotive. Thanks for this
opportunity.

As a brief introduction, AGC Autonotive supplies
gl ass components and gl azi ng systenms to one out of every
t hree vehicles produced globally, from2l1 facilities
around 14 countri es.

AGC Aut onotive and our parent conpany, AGC G oup,
has supported CARB to create effective regulations and
strongly believes that CARB s | eadership is of critica
i nportance to reduci ng greenhouse gas enissions.

We would |ike to sunmmarize our position as
fol | ows:

For 2012 regul ation, current avail able
t echnol ogi es can neet the required specifications for
wi ndshi el ds, side lights, and back |ights. Sunroof
regul ati ons need further revisions to bal ance wei ght and
cost issues. However, we believe that we may be
underestimating the resources required to fully and
ef fectively inplenent these technol ogies, especially for
reflective w ndshields.

The nunerous nodels that need to be devel oped for
nodel year 2012 and 2013 could potentially overwhel mthe
supply base

To allow the autonotive industry's product
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val i dation procedures and go from desi gn devel opnent
testing, tooling, validation, and mass production is a
great task for one vehicle, let alone for a nunber of
nodel s that are coming up to be redesigned in a short
period. And this is a challenge for both suppliers and
OEMs.

We strongly reconmend an addition -- one-year
addition into the phase-in of the 2012 regul ation. And we
believe that this would provide a nore |asting and
wi despread benefit of CARB' s regulation for greenhouse gas
reducti ons.

Now, as for 2014 regul ation, we are confident
that triple nmetallic layer coating and other film
technol ogies will satisfy CARB regul ation. But as
nmentioned before, we may be underestimating the time
needed to prove the technol ogy through testing and
val i dation before significant resources are dedicated to
i mpl enenting this technology in a mass scal e.

Pl ease note that all w ndshields are not equal
Each wi ndshield is a unique part, with its own
characteristics, and has got to be taken into account
separatel y.

In particular, if not inplenented properly, a
nunber of poor technically -- technically poor performng

wi ndshi el ds with | ow manufacturing yields can consunme a
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substantial portion of the industry's capacity. W need
to be very careful for the industry not to fail

We are reconmending for the 2014 nodel year
wi ndshield regulation to be revised to 2016 with a gradua
phase-in period.

Thank you for this opportunity.

CHAlI RPERSON NI CHOLS: Thank you.

Ted Harris, then Daniel Karpen and Ari Frink.

MR HARRIS: Hello. |'mTed Harris on behal f of
Pilkington Gass. |I'mwth California Strategies.

I"d like to first thank you for your tine today.
And, one, | want to conme to say we're in support of Tier
1. We fully recognize that there are some manufacturers
that have issues. But froma supply side, you know, it
currently exists and can be suppli ed.

We respectfully request that the tinmeline for
Tier 2 be as adjusted.

There are 383 vehicle nodels that are required by
2014, including 2012, 2013, and 2014. So to back up, the
requirenent is for all vehicles produced in 2014, and then
every replacenent wi ndshield for 2012 and 2013. From j ust
a shear vehicle nodel nunber, that is an incredible task
for the industry.

The benefits to get to that point are nostly

acconpl i shed through Tier 1. So 75 percent of the benefit
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is acconplished by Tier 1. And in 2014, 2015 all that
benefit woul d continue through. So the idea is to find
ki nd of that sweet spot where we can achieve the benefits
but not have a train weck where the industry cannot
supply all 383 vehicles.

We supplied a seven-page letter. And if you have
any questions, I'mglad to respond.

Thank you.

CHAI RPERSON NI CHOLS: Thank you, M. Harris.

Dani el Kar pen.

MR. KARPEN. My nane is Daniel Karpen
K-a-r-p-e-n. |'man independent inventor. | cane here
from Hunti ngt on, New York, with ny own noney. | hold the
patent to add neodymni um oxide to the glass of the
wi ndshield to elinmnate the glare fromthe rising and
setting sun.

Have all of you seen ny letter dated June 17

Mary, have you seen ny letter?

CHAI RPERSON NI CHOLS: Yes, | have.

MR. KARPEN. Ckay. For those of you, the
audi ence, who haven't seen, basically | will sumarize
what's in the letter.

Neodym um oxi de i s a conponent of gl ass,
sel ectively absorbs the yellow light. And when you do

that, you get rid of the glare fromthe rising and setting
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sun.

| mpl ementation of this regulation would preclude
the use of neodym umbuilt glass for autonotive
wi ndshi el ds.

| am not opposed to the regulation as it pertains
to rear glass, side glass, on sunroofs. | am however,
concerned about what it would do for my invention

In the end of my letter | did suggest the idea of
sone sort of automatic device to open windows so it would
cool the car. And then after | wote the letter, | got
ahol d of ny Toyota 2010 Prius book, and it says they have
a solar roof. The available solar roof in the third
generation Prius is inmbedded with solar panels. Wen
Prius is parked in direct sunlight, these solar panels can
power a fan which brings in cooler outside air
ventilating the cabin close to the anbient outside
t enper at ure.

| wonder why the Toyota representatives didn't
tell you about this.

I'"d like to give alittle denonstration of how
neodym um doped gl ass cuts out the yellow light. And here
we have the rising sun. George Harrison says, "Here cones
the sun.” And if we put the piece of glass in front of
it, you will notice a substantial reduction in glare.

wish I had it on ny car.
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Actually for the |last 30 years, |'ve never owned
a car that had operable air conditioning. | would al ways
[ ower the wi ndows. And the old Dodge Darts and Pl ynouth
Val i ants had side vent wi ndows you could turn and tw st
and you'd get lots of air flow ng through

Basically |I think ny invention is viable. But
the California Air Resources Board is halting its
i mpl enentation on vehicles. | nade a two-mnute
presentation to the executives at Ford Motor Conpany | ast
nont h.

I'd like to ask every one of you a question
woul d you like to have a neodym um doped w ndshield on
your vehicle? Please let ne know

CHAI RPERSON NI CHOLS: |I'mafraid your tinme is up,
sir. Thank you.

M Frink

MR, FRINK: Good afternoon. M/ name is Ari
Frink. 1'mhere on behalf of the Planning and
Conservati on League, just saying that we support the Coo
Car standards.

These regul ations are the kind of |ow hangi ng
fruit to help solve the climate crisis, save consunmers at
t he gas punp, and keep consumers cooler in their cars. So
we urge you to support these standards.

CHAlI RPERSON NI CHOLS: Okay. Thank you.
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| have Tim Carm chael next on the |ist.

MR. CARM CHAEL: Good day, Chairman Nichol s,
nmenbers of the Board. Tim Carmnichael with the Coalition
for Clean Air.

I find nmyself in the awkward position of having
nore confidence in the autonmakers' ability to devel op and
i npl enent and integrate new technologies in their vehicles
than many of them seemto have.

| have been before this Board criticizing the
auto industry on many occasions for not pushing far enough
soon enough in inplementing technologies. But here we
have a situation where the glass industry is telling you
the technology is available and they can do it. Many of
them are saying they can do all of the regulation and sone
of them are saying they can do nost of the regulation
And you' ve got the mmjor autonakers saying, "It's going to
be too conplicated for us to integrate this systemin a
timely way."

This is genuinely |l owhanging fruit when it cones
to the California climte strategy for reduci ng greenhouse
gases, for inproving the operations of our vehicles.

If the industry genuinely can't do this, we're
going to have a really tough time. And | think you're
going to see nore technical testinobny fromsone of ny

col l eagues in the environnental community supporting and
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clearly laying out that this is very doable. 1It's doable
on the tineline that your staff has called for. 1In fact,
the environnental community all support incorporating this
for every window in the vehicle, not just the w ndshields.
And that's what you shoul d be pushing for.

Thank you.

CHAI RPERSON NI CHOLS: Thank you very much. We're
not going to let you | eave though

Pl ease turn off the timer there.

Tim | think we all know that today is your |ast
Board neeting with us. And on behalf of ny colleagues - |
think I can speak on their behalf. They may wish to add a
few words. But we all want to conmend and congratul ate
you on your many years of really distinguished service to
t he environnental community and to the cause of clean air
I know that the Coalition for Clean Air will go on and
will do great work. But you have personally been a
fixture at our Board meetings, | think we coul d al npst
say. Certainly a regular. And, you know, we haven't
al ways done what you wanted us to do. But we've
definitely paid attention to what you asked us to do.
You' ve been a really effective advocate and a | eader in
environnental policy in this state for many years.

| know you're planning on taking some tine off

for a sabbatical, which is surely deserved and |'m sure we
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all envy you that. But we really want to wi sh you the
very best and to thank you for all that you've done for
this Board and for the State of California.

Thank you.

MR. CARM CHAEL: Thank you very much. | really
appreci ate that.

(Appl ause.)

CHAI RPERSON NI CHOLS: | think maybe that's a good
point at which to take a lunch break. We'Il be back in an
hour .

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

CHAI RPERSON NI CHOLS: On our neeting notice, but
| didn't announce when we broke that we were going to have
an Executive session. W did in fact have an Executive
session and were briefed on pending litigation. There
were no Board actions taken. But for the record, that
occurred while the Board was on break and over our |unch
peri od.

And now we're ready to get back to work on the
Cool Car rule as soon as we get everybody assenbl ed.

Ch, people are actually |ooking at the
wi ndshields. That's what's going on. Ckay.

VWi | e people are making their way back, we can
resume the witness list -- nmake sure | have the right one
here.

Ckay. | have an updated list. | should get rid
of the old one.

So the first witness is going to be WII| Barrett,
foll oned by Bruce Benda.

MR BARRETT: Cood afternoon, Chairman Nichols,
nmenbers of the Board and staff. M name's WII| Barrett.
I'"mrepresenting the American Lung Association California.

We support the goals of the Cool Car standard to
reduce greenhouse gas em ssions and snog-form ng em ssions

by reducing the denmand for mobile air conditioning.
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To achi eve the greatest greenhouse gas and air
quality benefits of this neasure, we encourage the Board
to adopt the nore stringent option identified by staff to
require solar-reflective glazing in all wi ndows at the 40
percent solar transm ssion | evel as opposed to the
wi ndshi el d al one.

Al so, as noted before the break, severa
manuf acturers are ready to nmeet such a standard, and we
woul d reject proposals to delay or extend the phase-in
requi renents.

Public health is suffering in California due to
fossil fuel consunption. Reducing the drain that nobile
air conditioners have on fuel efficiency will reduce both
greenhouse gases and the criteria air pollutants that
contribute to California's air quality crisis and
contribute to tens of thousands of asthma attacks,
hospitalizations, and other negative health outcones each
year in California.

In fact, staff's proposal estimates that in 2020,
NOx eni ssions could be reduced by roughly 180 tons per
year, while hydrocarbons could be cut by 65 tons annually.

A nmore stringent option could help to further
maxi m ze the air quality co-benefits of this early action
neasure. W feel that adoption of an expanded reflective

gl azing requirenment will support existing policy and
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t echnol ogi cal advances to inprove vehicle efficiency and
encourage other jurisdictions to adopt simlar stringent
st andar ds.

We believe that the stronger Cool Car standard
offers a sinmple cost-effective way to hel p consuners
further inprove their fuel efficiency and therefore
maxi m ze reductions in fuel -- fossil fuel consunption and
greenhouse gases and criteria air pollutants.

Agai n, the Lung Association supports the adoption
of the nore stringent option to require reflective glazing
on all wi ndows and rejects policy to delay inplenentation
and extend the phase-in for this neasure.

Thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

Bruce Benda.

(Thereupon an overhead presentati on was

Presented as follows.)

MR. BENDA: Hello. M nane's Bruce Benda and |'m
t he head of Autonotive Marketing for Bayer Mteria
Science. 1'd like to thank you for giving ne the
opportunity to speak today.

Next slide please.

--00o0- -
MR, BENDA: Bayer Material Science is part of the

A obal Bayer Group. And although we're nore recognized

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

171
for our aspirin, we happen to al so be one of the |eading
suppliers of high technology innovative materials such as
pol ycar bonat e.

Pol ycarbonate is a clear durable organic pol yner
and therefore -- it has low density, therefore it is
lightweight. And it's processed at relatively | ow
tenperatures. It's a naterial which is very appropriate
as a glass replacenent for autonotive glazing.

We are recognized as a | eading supplier in this
particul ar area; and therein lies our interest in this
particul ar standard. W believe that the -- we support,
first of all, the goals of AB 32 in reducing greenhouse
gas em ssions. W believe that the inclusion of
pol ycarbonate woul d actual |y enhance the proposal

Next slide please.

--000- -

MR, BENDA: Wy do we believe this?

I ncl usi on of pol ycarbonate woul d assist CARB in
doi ng nmore of what you actually want to do and, that is,
reduce greenhouse gas em ssions. Exclusion of
pol ycarbonate or setting unrealistic targets on
pol ycarbonat e does not advance the CARB cause and, in
fact, stynmies the approach. Polycarbonate glazing offers
design flexibility like aerodynam cs, which | eads to fue

econorny; integration of potential cost savings for

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

172
manuf acturers and consuners; wei ght savings, which | eads
to fuel economy, which | eads to greenhouse gas em ssions
facts that will be supported by ny industry coll eagues
fr om EXATEC.

An independent study froma very renown
Vi enna- based company indicates also that is a favorable
lifecycle analysis that shows that over the life - that
means production, use, and waste - polycarbonate has a
favorabl e carbon dioxide footprint as well, which is
detailed in the comrents that | submitted publicly on
behal f of our conpany.

Next slide please.

--000- -

MR. BENDA: Pol ycarbonate is not newto this
industry. In fact, the first serious application was back
in 1998, the very small car you see there up in the
| eft-hand corner, a small rear quarter w ndow.

There are many ot her applications such as you see
on the right-hand side - three nodels of Mercedes that are
exanpl ed here, plus the very |large panel on the smart
fortwo. And polycarbonate is recogni zed by authorities
around the world, including professional organizations.

Next slide please.

--000- -

MR, BENDA: And, in summary, we support again the
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AB 32 objectives. W oppose the regulation as witten and
recommend the inclusion of polycarbonate. W oppose al so
a del ayed i nmpl enent ati on of pol ycarbonate under the |evels
recommended for glass. And we support the cal cul ations
which will be denobnstrated by the industry coll eagues from
EXATEC.

Thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

M. Shul er from EXATEC

MR. SHULER: Good afternoon. My nanme is Stephen
Shuler. [I'mthe Chief Technology Oficers for EXATEC.

EXATEC s focus is the devel opnent of
pol ycarbonat e autonotive glazing. W are part of SABIC
which is part of the -- one of the |argest five chenica
conpanies in the world.

EXATEC supports the overall goal of AB 32, the
reducti on of greenhouse gas em ssions from aut onobil es.
Pol ycarbonate gl azing, due to its inherent |ow density and
ability to reduce vehicle mass, facilitates the goal of AB
32, to reduce greenhouse gas em ssions, by providing a
lightweight alternative to a traditional glass technol ogy.

Reduci ng vehicle mass will result in direct CO2
reduction benefits, as detailed in our comrents and those
of Bayer Material Science.

The auto nmakers this nmorning have presented
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support for polycarbonate glazing. Comments submtted by
the Auto Alliance and Al AM agree that plastics should be
exenpt or a higher TTS applied that recognizes the COQ2
benefits of weight savings.

W have had extensive discussions with the CARB
staff. And these discussions have been focused on how to
set an appropriate standard for pol ycarbonate gl azing.

Qur objection to the draft regulation, that it is
fundanmental |y based in its conception and its analysis on
gl ass technol ogy. Due to physical and chenica
di fferences, the solar absorption or reflection technol ogy
use for glass cannot be used for polycarbonate. Wile
pol ycarbonat e can achi eve CO2 reduction by wei ght savings
al one, there is not a current technol ogy path to achi eve
the levels of TTS stipulated in the regul ation.

Therefore, the draft regulation will preclude the use of
pol ycarbonate gl azing, effectively limting future
vehicles to only gl ass w ndow options.

AB 32 is intended to contribute to CO2
reductions. Each nmaterial should be judged on its own
abilities to nmeet AB 32's goal of reducing CO2 em ssions.

The draft regulation is a glass-only focused
technol ogy regulation. And, as such, it should be applied
only to glass. |If simlar requirements are to be inposed

on a material that was never the subject of the study, the
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requi renents shoul d recogni ze pol ycarbonate's uni que
properties as conpared to glass and its capacity to reduce
CO2 em ssions by decreasing vehicle nass. Using CARB
staff's study EXATEC is to provide alternative regulatory
| anguage to the staff to acconplish this result.

We have followed the presentations that have
recormended a performance standard. W recogni ze that
this is not what is in the proposed rule. |If the Board's
preference is to devel op such a performance standard, we
stand ready to engage with your staff to devel op that
standard in a way that it deals appropriately
pol ycar bonat e gl azi ng.

In conclusion, we urge the Board to set a
separate naterial -appropriate standard for pol ycarbonate
gl azing that recogni zes the inherent physical and chem ca
di fferences between gl ass and pol ycarbonate, and that
woul d be consistent with other CARB actions within the
overall AB 32

If the weight reduction benefits of polycarbonate
are taken into account, it can achi eve the same CO2
reductions as is expected fromlimting total solar
transm ssion through gl ass.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Steven Gasworth, followed by Gene Livingston and
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M ke Edi son
MR GASWORTH: | have sone slides.
Thank you.

(Thereupon an overhead presentati on was

Presented as follows.)

MR, GASWORTH: Good afternoon. My name is Steve
Gasworth. | ama senior technol ogi st at EXATEC.

My col | eague just explained why the draft
regul ati on should be nade applicable only to glass. He
al so explained that if polycarbonate is included in the
regul ation, then there should be a material -appropriate
standard for it.

--000- -

MR, GASWORTH: At EXATEC we devel oped an approach
based on the proposed regulation to equalizing the CO2
benefits afforded by glass and pol ycarbonate. W
recommended a change to the regul ati on that recogni zes the
wei ght reduction benefits of polycarbonate. | would Iike
to explain the analysis that underlies our recomended
change.

We relied on the sane national renewabl e energy
| aboratory study that is the basis for the draft
regul ati on so that our analysis would be consistent with
that of the staff -- the CARB staff.

For the sane reason, our analysis is based on the
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Cadillac STS used in the NREL study, is the vehicle which
CARB' s initial statenent of reasons accepts as
representative so that they can apply to the broad fl eet
the rel ati onshi ps devel oped by NREL

We also relied on an MT study whi ch shows that
for a 10 percent reduction in the weight of a vehicle,
there is a 6 to 7 percent inprovenent in mles per gallon.
We i ndependently confirmed this ratio through our own
testing under EPA's federal test procedure, FTP 75. O
course this weight reduction benefit from pol ycarbonate
gl azi ng accrues year-round i ndependent of driver behavior.

We consul ted on several occasions with NREL to
confirmthe |l ogic and application of our analysis, and are
grateful for their assistance.

Qur anal ysis proceeds in three steps:

First, we used the NREL study to determ ne the
reduction in annual fuel use expected fromglass of a
given TTS. Here it was necessary to generalize the
results of the NREL study, which involved a specific IR
gl ass from PGW

Second, we cal cul ated the percent reduction in
vehicl e wei ght due to the use of polycarbonate in place of
gl ass and deterni ned the associ ated reduction in annua
fuel use according to the ratio in the MT study.

Finally, with fuel use now linked to both TTS and
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wei ght, we cal culated the TTS reduction that woul d be
equi valent to the weight reduction in terns of its
beneficial effects on fuel use and, in turn, on CO2
em ssions. W refer to this equivalent TTS reduction as a
spr ead.

Next slide please.

--000- -

MR, GASWORTH: Qur analysis yields a sinple
formula, which is polycarbonate TTS equals glass TTS pl us
spread. Wen pol ycarbonate TTS and a glass TTS are
related this way, the CO2 benefits are equali zed.

Next slide.

--000- -

MR, GASWORTH: We took each TTS Iimt proposed
for glass in the draft regul ati on and added an
application-specific spread - 25 in this case - to arrive
at an appropriate TTS limt for polycarbonate glazing in

t he sanme | ocati on.

CHAI RPERSON NI CHOLS: |I'msorry. Your tine is
up.

MR, GASWORTH: Thank you for your attention

CHAI RPERSON NI CHOLS: We do have your witten
subm ttal. Thank you.

Ckay. Gene Livingston, then M ke Edison

MR, LI VINGSTON: Madam Chair, nemnmbers of the
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Board. |'m Gene Livingston. |I'mwth the Law Firm of
Greenberg Traurig. And |I'm here today on behalf of Garmn
International. Garmn produces GPS devices.

Garmin only | earned about this regulation this
week. As the consequence, Garmin engi neers have not had
an opportunity to sit down with your engineers and talk
about the data about what this regulation would nean to
t he operation of their devices.

But that data would indicate that as much as 18
deci bels could be lost with this glazing that you're
proposing in this regulation. That neans that it could
take as long as 15 mnutes for the devices to acquire the
satellites and becone functioning. It also means that in
areas where there are other attenuating circunstances,
that the device would not function at all. Those
attenuating circunstances could be urban buil dings, tal
trees, nountains.

The del etion wi ndow that is proposed in the
regul ati on does not address these problens either. That
wi ndow is going to be fixed in the windshield. Satellites
nove around. The car noves around, changing direction
constantly. You have to acquire different satellites in
order for that device to work. And so the deletion w ndow
is not the answer here.

The ot her aspect of this that you should be aware
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of is that GPS devices are used in enmergency vehicles,
such as fire, police, and anbul ances - situations where
every second counts. And if that device is slowto cone
on line or fails during a trip, that can have really very
serious adverse consequences.

Also, | want to just point out that the cel
phones have GPS devices to help |l ocate nissing people. In
addition, cell phones are now synchronized with devices in
cars in the event that there is an energency to send out
an automatic signal. That woul d be adversely inpacted by
this glazing regul ation.

Now, | know that you're proposing this because
you want to reduce the use of fuel -- the fue
consunption, and the estinate is sonething |like four and a
hal f gall ons per year per vehicle. And when you multiply
that, sure, that adds up to a great deal. But how much
gas is wasted if a person drives into a traffic jamthat
t hey coul d have avoided with a functioning GPS? How nuch
gas is wasted by a person making a wong turn because
their GPS failed to function at a critical time? | submt
that you could very well end up destroying the
ef fecti veness of these devices and achieve nothing in
terms of reduction in the em ssions.

What | would urge you do is to take no action on

this regulation today. | would like the Garmi n engi neers
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to have a chance to sit down with your engineers and talk
about these issues, these problens, and talk about sone
possi bl e sol utions.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

M ke Edison, then James Tribble.

MR EDI SON: Hello, Chairwoman, nenbers of the
Board, nenbers of the audience. M nanme is M ke Edison
| represent BASF Corporation, which is a very |large Gernan
chemi cal conpany.

(Thereupon an overhead presentati on was

Presented as follows.)

MR. EDISON: M role in that chem cal company is
very small. | have only a small portion of
responsibility. And we in general are suppliers not to
the tier suppliers to the autonotive industry but possibly
the second or third |evel.

Next slide please.

--000- -

MR. EDI SON: What |'mhere for is to publicize
potential solutions or using our products or technol ogies
for current or future legislation for cool cars.

BASF strives for sustainable solutions. [It's one
of our four pillars. And we do this through chem stry.

We nake products that hopefully reduce CO2 em ssions.
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Sone of these products are used currently in the roofing
i ndustry and other industries as well. Mainly they are
pi gments and functional additives.
Next slide.
--000- -

MR EDI SON: How can BASF do this? W have three
technol ogi es that are inportant for cool cars:

One is near IR reflecting pignments, which are not
uni que. There's other conpani es that have those as well

We have near IR transparent black pignents, which
don't absorb any IR

And we have near |R absorbing additives for
transparent applications these can be used in plastics and
they can be used in glass, and they can be used in paints
al so.

And one thing I want to stress is these can be
used in conbination or alone to help solve some of these
problems. |'ve heard a | ot about things that can and
cannot be done. But | think there's some possibilities
that may exi st that people are not aware of.

Next slide please.

--000- -
MR. EDI SON: W have three exanples here
The top one is a coatings application where we

reduce the tenperature by about 20 degrees C in comparison
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to a carbon black formulation for autonotive paints.

The next slide is -- or the next section is a TSR
of different pigments versus carbon black. W can
i ncrease the total solar reflectance by about 22 percent
just by changi ng pignents.

And the third part is IR absorbence. And you can
see the top line is a regular polycarbonate. And then the
green line bel ow shows what the transmittance of that
pol ycarbonate is with our additive.

Next slide.

--000- -

MR, EDI SON: This just shows sone indication of
how we could affect internal soak. W have two bl ack
seats, visually black, on the left. And then the right
under IR camera you see one is white, indicating IR
t ransparence.

Thank you very much.

CHAlI RPERSON NI CHOLS: Thank you. And we al so
have your naterial s.

James Tribble, and then Susan Lipper

(Thereupon an overhead presentati on was

Presented as follows.)

MR TRIBBLE: CGood afternoon, esteenmed nenmbers of
the Board. And ny regards to staff, in particular Dr.

Bekken and Ms. Lem eux.
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My nane is Janes Tribble and I'mrepresenting
Seki sui  S-LEC.

Sekisui is a |leading supplier of solar contro
absorbing type and other state-of-the-art interlayer
films. We'd like to offer our support to the State of
California and to the ARB.

I'"d like to start just with a couple of
performance details. Solar control film does not create a
greenhouse effect, which neans that the air tenperature
near the dash and the steering wheel during the hot summer
nont hs becones quite hot and this heat is reabsorbed by a
sol ar-absorbing type and re-radi ated outside of the
vehicle with the aid of the wind, as you can see in the
nodel .

Nunber two, SCF does not block or inpede the use
of el ectromagnetic wave transm ssion, which woul d nmean
garage door openers, sensors, and GPS, sone of the things
nment i oned today.

Three, needl ess to say cost, as those before ne
have already stated. |It's considerably Iless to use a
sol ar control absorbing type.

Four, this technology is already in use
worldwide. It's being used in up to four mllion vehicles
wor | dwi de and al ready contributing to the | ower reduction

of greenhouse gases, not to nention being used in some
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fanmous hybrid vehicles.

Regardi ng soak tenperature, which seens to be a
primary basis for which staff has come up with their
suggest ed standard, the reflective would seemto be
better. But we would like to also | ook at the whole

driving cycle, because we feel it could be nore inportant

after three mnutes -- could you go to the next slide
pl ease.
--000- -
MR TRIBBLE: -- after three minutes, after

driving with the aid of the wind, performance is reversed,
as you can see. W have -- it's a faster reduction rate.
And we think this warrants attention as well, because when
woul d a person use the air conditioner, you know. It
warrants nmore concrete testing and research

Al so, we think this is a quicker approach to the
goal of CO2 reduction. There's a start-up cost of
reflective and there's a -- you know, a | ower production
yield, including material costs, which could delay our
goal, not to mention the conduction cooling, which I've
al ready nentioned, better performance while driving.

But to be fair, the reflective type seens to
perform better while parking. But we would also like to
note that solar control is better while the vehicle's

nmoving. And we would like to have real-world testing and
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data on especially -- when the doors are open, when a
passenger gets into the car, what is the effect -- what
ef fect does that have on the soak tenperature? We'd like
to allow the conpetition to go on and create innovation in
the market and to show equival ency through the reduction
of CO2 and a performance-based eval uati on and request
technical -- further technical review after the first
st age.

CHAI RPERSON NI CHOLS: Ckay. Your tine is up.

MR. TRIBBLE: Thank you, M' am

CHAlI RPERSON NI CHOLS: Thank you.

Al right. Susan Lipper.

M5. LIPPER  Good afternoon, Madam Chair and
nmenbers of the Board. |'m here today as the Senior
Manager of CGovernment Affairs for T Mobile Wrel ess.

And we al so just |earned of this issue this week.
Qur national trade association, CTIA along with CMIA and
TechAmerica, did send a letter | think just yesterday to
the Board. So we apol ogize for being late to the table.

But we are very concerned that right now we don't
have a way to know with certainty whether sone of the
proposal s that have been identified for this fix will in
fact take care of wireless signals fromcell phones in
cars. | nean you can have whatever opinion you want to

have about people driving and using their phones in their

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

187
car. But if you need to nake a 911 call and the nateria
in the window blocks it, that's an issue. And netal
oxi des and certain coatings can be a barrier to wireless
si gnal strength.

| know that in the staff report, they've
i ndicated that in Europe there are Mercedes that have the
ability to work well. W haven't been able to validate
that yet, at |east our conpany standi ng here today,
because of just hearing about this. W tried to get to
Europe and ask the question but didn't have enough tinme
unfortunately.

I think, you know, we're al so concerned whet her
the del etion area w ndshield, such as you saw outside,
would in fact really be enough to take care of the signa
strength. And, you know, we're concerned about our
custonmers getting in cars, not having their phones
wor ki ng, and then the worst-case scenario, get in an
acci dent or have nedical emergency and not be able to nake
a call.

So all we would ask is if you would either build
in some additional time to Tier 1 and Tier 2 or ensure
that testing that occurs as you're working and
i mpl enenting the regs fully considers the wirel ess inpact,
because we weren't know edgeabl e about this previously,

couldn't participate in the workshops, haven't had our

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

188

engi neers talk to your engineers.

And we just think it's a very | audabl e goal
support the whole AB 32 idea, but just want to make sure
we don't create sonething bad for wireless phone users in
t he stead.

So thank you very much.

CHAlI RPERSON NI CHOLS: Thank you.

Andy Mabutol - I'msorry if |I'm m spronouncing
your name - from M tsubishi, followed by David Patterson.
(Thereupon an overhead presentati on was

Presented as follows.)

MR MABUTOL: Cood afternoon, Madam Chair, Board
menbers, and ARB staff. M name is Andy Mabutol, Senior
Engi neer of Regulatory Affairs and Certification for
M t subi shi Mt ors.

These slides present sone alternative
t echnol ogi es that can be used to | ower the interior
tenmperature of the vehicle and reduce the autonotive AC
system s greenhouse gas em ssions by reduci ng engi ne power
consunpti on.

Next slide please.

--000- -

MR, MABUTOL: One exanple of an alternative

technol ogy is shown on our concept vehicle, the i MEV

Sport with solar panel roof, shown here.
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The sol ar panel roof powers a fan and panel s that
automatically open and close to vent the vehicle's
interior. The fan is underneath the panels.

| have a | aser pointer.

They' re | ocated behind the panels in the roof.

The interior tenperature can only be lowered to
t he outside ambient tenperature. So if the vehicle is
parked outside in the San Joaquin Valley in the mddle of
summer, for exanple, the fan can only equalize tenperature
i nsi de and outside the vehicle.

Next slide please.

--000- -

MR. MABUTOL: This slide describes our new high
ef ficiency autonotive AC system | n 2007, M tsubish
Mot ors, together with Mtsubishi Heavy Industries, won the
US EPA Cinmte Protection Award for its work in
devel opi ng a new high efficiency autonotive AC system
The systemincludes a new scroll conpressor and operating
controls that reduce power consunption by 39 percent and
i mproves cooling perfornmance by 7 percent.

The current Qutlander crossover utility vehicle,
shown here, utilizes this system

No technology will reduce the thernmal load in al
extreme conditions. But there are nore alternative

t echnol ogi es than just solar reflective glazing that can
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reduce interior tenperature in an AC system s greenhouse
gas em ssions.

But as the regulations are currently witten,
neither of these technol ogies that | have presented can be
appl i ed.

Next slide please.

--000- -

MR. MABUTCOL: David Patterson, also from
M tsubi shi Mdtors, will have nore comrents about the
current proposal and will present our suggested changes in
order to have a successful regulation

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

M. Patterson.

MR. PATTERSON: Hi . |'m Dave Patterson with
M tsubi shi Mdtors. |'m Senior Manager responsible for
Regul atory Affairs and Certification

Next slide please.

--000- -

MR. PATTERSON: To talk about this a little bit
I"'mgoing to follow along with what Andy was tal ki ng about
here and tal k about sone of the assunptions that were made
in this regul atory package.

One of the assunptions was the assunption of

downsi zed AC units. Now, that cannot be done obviously,
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because we | ook at the extrene tenperatures. W |ook
at -- when we take our vehicles and we validate them we
validate themout in Death Valley in July. When you're in
the San Joaquin Valley or you're in the Mjave Desert and
you get into your car, if it's -- that soak tenperature of
that car is usually anywhere from 140 to 180 degrees. |If
t he gl azing does reduce the interior tenperature by 14
degrees, you're still at 120 something degrees. You're
still going to run that air conditioning systemas fast as
possi ble. And as an OEM you're going to expect us to
nmake that cooling as fast as possible also.

So we're not going to be able to downsize that
air conditioning system But with technol ogies |ike Andy
was just tal king about, we m ght be able to nake that nore
efficient.

We have custoners that pay for prem uns for
automatic climate control. 1t's unlikely they're going to
turn that AC condition -- that AC unit off.

Al so, tal king about shoulder nonths. |If | have a
convertible, that's the time that 1'mgoing to drop the
top. And | don't need to have solar glass to keep ny
interior cool.

And al so, one of the issues is the conpliant
sunroofs. It's just going to be too dark and we need to

have a different standard there.
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Next slide please.

--000- -

MR, PATTERSON: As Andy tal ked about, we have
sone of these innovations that we could put into use. But
if we have to focus on this technology, if we are choosing
technol ogy wi nners and | osers, we m ght be choosing a
| oser here.

Next slide please.

--000- -

MR. PATTERSON: One question we'd cone up on is
about the amount of lead tinme. And this -- you know, |
wanted to go through this in alittle bit of detail

If you think this regulation, even if it's passed
by the Board today, is enacted fast track six nonths
t hrough QAL, that means that it's going to be enacted by
January of 2010. And if you think about it, 2010 nodel
year vehicles are already nearing the end of their
production cycle; 2011s are already in their production
cycle; 2012s are in design freeze. There is very little
probability that we would be able to get into 2012. And
even 2013 would be difficult.

Therefore, we ask that 2014 be the inplenentation
of your Tier 1 standard.

And al so, one of the things we're tal king about,

Wi rel ess conmuni cation. But the other thing that's not
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tal ked about at all is the safety validation. [If we
change the formulation of this glass, we need to validate
it through safety to neet the National H ghway Safety
Associ ation regul ati ons.

And you have the rest of my comrents in witing.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Okay. Matthew Coda, then Robert Vandal

MR, CODA: Madam Chai rwonman and nenbers of the
Board. Thank you for giving ne the opportunity to speak
to you today. M nanme's Matthew Coda and |'m here
representing Southwal | Technol ogi es.

Before | nmove on to ny coments, | would like to
say how much of a pleasure it's been to work with the ARB
staff over the last year. |It's been fascinating and very
educational. Thank you.

Sout hwal I Technol ogies is a snmall publicly traded
California company headquartered in Palo Alto, with a
30-year history of devel opi ng and nmarketi ng products for
autonotive and architectural glazing to reduce energy use
and cut the production of greenhouse gases. Southwall is
considered a | eader in autonotive reflective -- solar
refl ective glass technology. Qur product, which enables
all manufacturers to add IR reflective performance to

their existing glass products, has been installed on

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

194

approxinately 20 mllion vehicles, primarily in Europe,
over the last 15 years.

Sout hwal I fully supports the inplementation of
the Tier 1 perfornmance as outlined in the existing
regul ation in 2012 and 2013. This |level of performance
acconpl i shes the majority of greenhouse gas reduction
associated with the regulation in the first phase of
i mpl enentati on. The technol ogi es associated with these
| evel s of performance, not just w ndshields but side
lights and roof lights, are avail able worl dw de today and
are already in use extensively.

We believe that this approach offers the biggest
bang for the buck in the reduction of greenhouse gases.

Sout hwal | al so supports the inplenentation of a
second higher tier performance for windshields with a
slight change to the regulation as it's currently witten.
We respectfully request to shift the inplenentation of
Tier 2 from 2014 to 2016 for the foll owi ng reasons:

First, inplenmenting a 40 percent TTS regul ation
in 2014 will result in a limted nunber of autonotive
gl ass suppliers who are able to service the marketpl ace.
We believe this will adversely affect product availability
and product cost.

Shifting to 2016 will allow virtually al

aut onotive glass suppliers, if not all, to service the
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mar ket .

Second, though not guaranteed, we believe that
har moni zi ng the regulation with the projected changes in
caf e standards and the inplenentati on of GHG eni ssion
standards at the federal |evel, both schedul ed for 2016,
are the likeliest way to have this -- the adoption of this
glass roll out nationw de voluntarily.

We think that the end result could be a
gr eenhouse gas reduction emnmissions of 3 to 10 tines
greater than California alone as outlined in the staff
presentation.

Third, inmplenmenting the second tier in 2014
forces a highly accel erated inmpl enentation of
manuf acturing technol ogies to neet the regulation. This
pl aces an onerous financial burden on all conpanies, but
particularly small conpanies |ike Southwall who's been
trying to navigate this period of economc turnoil.

We hear a | ot about jobs leaving California as a

result of AB 32 regulations. For Southwall, we believe
that the Cool Car regulation will have the exact opposite
effect. As business dictates, we will reopen our

not hbal | ed California manufacturing facility and bring new
green manufacturing jobs to the State of California.
So in summary, we fully support the Tier 1 |eve

of regulation. W also support the second tier, with the
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slight nodification of its inplenentation change from 2014
to 2016, and we urge you to consider that during your
del i berati ons.

Thank you.

CHAlI RPERSON NI CHOLS:  Thanks.

We have a question for you.

BOARD MEMBER YEAGER: M. Coda, have there been
problems with using electronic devices with the glazing on
your wi ndshi el ds?

MR. CODA: Well, I'mnot a nmobile devices expert
and I'mnot an OEM representative. W do have, as |'ve
said, 20 nmllion vehicles, primarily in Europe, that have
our technology in the windshield already. W think that
the total market in Europe is sonething on the order of a
hundred million vehicles. They've been able to find a way
to get around that. Understand that this was inpl enented
15 years ago, |long before they had any regul ati ons about
restricting the use of hand-held nobil e devices during
driving. So our understanding is that that's certainly a
probl em that can be overcone.

BOARD MEMBER YEAGER: Thank you.

BOARD MEMBER SPERLING  Can | add.

So nost of these cars in Europe that have the
refl ective technology are fromnmany earlier years, they're

not -- they have not been put on recently?
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MR CODA: Oh, no. W're still selling actively
i n Europe

BOARD MEMBER SPERLI NG  Okay. Because | know
that there were some U S. cars that were -- in the
nineties, | believe the GMminivans that had it, and then
they stopped using it.

MR. CODA: That's correct.

CHAlI RPERSON NI CHOLS:  Ckay.

MR, CODA: Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Robert Vandal, followed by Shane Smth.

MR VANDAL: Madam Chair, nenbers of the Board.
Thank you for the opportunity to conment on this
regulation. M nane is Robert Vandal. |'mthe Director
of Product Devel opment for Guardi an Autonotive.

Guardi an Autonotive supports the Cool Cars
proposed regulation. Although we feel it does not take
advantage of all the comrercially avail abl e benefits, we
agree it constitutes a great start.

We urge the Board to actually apply the 40
percent TTS as far as they can in the vehicle.

Guar di an has been manufacturing products |ike
this, solar reflective glazing, of the types specified for
the regulation for nore than a decade in Europe. And we

do supply it to multiple vehicles.
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We're prepared to supply the product specified in
the regulation as Tier 1 as well the Tier 2 in 2014.

I'd like to take this opportunity to address,
wi th some common sense behind it | hope, sone of the
concerns we've seen raised in the |ast few days of
commentary.

Firstly regardi ng manufacture ability and
technol ogy. The thin filmtechnol ogy used to achi eve
solar reflective wi ndshields or other autonotive gl azing
is the same technol ogy that has been used to create Low E
glass for residential and conmercial applications for in
excess of 20 years. This is not a new technology at all.

We process at Guardian coated glass like this in
15 locations around the world, 6 of which are donestic
today; so have plenty of capacity to make such products.

The energy savings itself has been justified for
use in buildings, comercial and residential, for those
nunbers of years and to the point that it is specified by
many buil ding codes in nmany states today. So why
shoul dn't we use this available technology in all glazing
apertures?

I've heard the comment today as well that roof
lights under the 30 percent TTS requirenent will be so
dark, there'll be no point having them anynore.

| would actually submit that if the roof lights
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do enploy solar reflective technology, they' Il transmt
nore |ight and neet that requirenment than they do today as
simpl e privacy monolithic glass.

We hear all the concerns about RF-based devi ces,
cell phones, et cetera. |It's true that there's
attenuation fromthe coatings, but its also true that the
sanme attenuation occurs in buildings when this is appli ed.
But we still use our cell phones in buildings. Many
vehicl es enploy this technol ogy today, as we said, in
Eur ope.

Are we to believe that the owners of certain
nodel s of BMAs, Audis, Porsches, Mercedes, Bentleys, just
to name a few, don't use their cell phones, navigations or
toll passes in their cars?

Sone of the vehicles already enpl oy sol ar
refl ective technology in nore apertures than currently
stated in the proposed regul ation

The point is, these vehicles provide evidence
today that there are reasonabl e engi neering solutions to
overcome the RF attenuation issues. The allowance of the
10 percent deletion area in the standard is nore than
anple to satisfy this.

The standard al so does not account for the
unreal i zed benefit of cars in traffic and ot her

situations - a dynam c benefit. W only rely on soak

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

200
benefit.

Thank you very much for your tine.

CHAlI RPERSON NI CHOLS: Thank you.

Shane Snmith, followed by Peter Dishart.

(Thereupon an overhead presentati on was

Presented as follows.)

MR SM TH. Board, thank you for allow ng Applied
Materials to coment today, and the work that the staff
has done. |'mhere on behalf of Applied Materials to go
over our role and what we played in nultiple industries
utilizing thin filmtechnol ogy.

Next slide please.

--000- -

MR SMTH  One of the things that Applied
Materials is noted for is driving down cost. And | know
that's been a big concern here today. W' ve denonstrated
this for over 40 years as a conpany in our sem conductor
busi nesses, our display businesses, and our sol ar and
ener gy conservi ng busi nesses of glass coating technol ogy.

As Applied Materials is a California-based
conpany, we feel that this regulation where it is today
shoul d actually be urged to be advanced to the 40 percent
TTS level for the entire car set due to the benefits that
we' ve realized already in the building sector.

Next slide please.

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

201
--000- -

MR SMTH |If you | ook at the regul ations that
we've put in place for the residential and conmercia
energy codes, this here shows that California has
continued to show | eadership in our buildings. Which, by
the way, this building here has Low E technology. And if
I check during the break, | could use nmy cell phone.

As you can also see in a conmercial side,
California is one of the three states that is driving this
in terms of green energy and energy reduction -- cost
reducti ons.

Next slide please.

--000- -

MR. SM TH:. There's been discussions about
coaters and not havi ng enough capacity worl dw de. W' ve
actually shown right now there's over 400 -- we have over
178 coaters worldwi de, 7 new coating |ines are being
installed this year.

Next slide.

--00o0- -

MR SM TH. The overall worl dw de coating
capacity - this is for architectural and autonotive - is
about 450 million square neters today. The actual coater
utilization is down globally by about 20 percent due to

t he construction downturn and al so sonme of the inpact from
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the autonotive sector. So it's actually under-utilized.

In addition to, if you |look at the 2006 nunbers
of 7.6 mllion auto sales, and assum ng the four square
neters for the entire car set, that equates to about 30
mllion square neters of glass, which is dwarfed by what
is used in the architectural markets.

Next slide.

--00o0- -

MR SM TH. The other thing that's came up was
cost to coat. By going to the full set, this is one of
the ways to drive volune. And driving volunme is what
drives down cost. By going just froma |ow volune coater
of approximately 2 million square nmeters to a high vol unme
coater of 5 mllion square neters, you can achieve a 47
percent cost decrease in coating.

Next slide.

--000- -

MR SMTH  And the other was, the coating
technol ogy is already out there and existing today. |If
you | ook at the autonotive suppliers today, the top nine
that is shown here, out of that seven today serve the
architectural markets with coating technology that is
simlar to what would be used in this regulation of 40
percent TTS. Qut of those nine, five are actually serving

t he EU mar ket today.
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And, lastly, one of the reasons for pushing the
hi gher TTS -- thank you.

CHAlI RPERSON NI CHOLS:  Thanks.

MR. DI SHART: Chairman Nichols and | adies and
gentl emren of the Board. M nane is Pete Dishart, and
represent the Enhanced Protective d ass Autonotive
Associ ation. And the EPGAA is an industry organization
for suppliers in the |lam nated gl ass supply chain. And
that's inportant, as Dr. Bekken said earlier, is that
| am nated glass is indeed the vehicle which enables the
i ncorporation of the technol ogies that allow the glazing
to achieve TTS | evels bel ow 60 percent. And that's why
I"mhere and the EPGAA is here, to say that we support the
proposed regul ation for cool cars and the mandate for
enhanced sol ar perform ng gl ass.

Now, with that said, we do have a concern that
t he proposed regul ati on doesn't go far enough. And in
particul ar we're concerned about the 60 percent TTS | eve
for side glass and the rear door glass -- or the rear
wi ndow gl ass. And the reason is this technol ogy has
basi cal | y been around since the 1980s; and if you | ook at
that technology and if we haven't put that technology in
t he vehicles today, you can see the slow pace of
t echnol ogy adopti on w thout continued regul ation

So we believe that in order to get the nost
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benefits in terns of CO2 reduction, all glass should be
affected. And we believe - and in fact our nessage today
to you is - that the technol ogies that are avail abl e today
and be presented for use in the wi ndscreens are al so
avail able for all glazing | ocations in the vehicle.

And, in fact, | think again, as Dr. Bekken
stated, if you go into the nmarketplace and | ook, you will
find that these technol ogi es are indeed avail able today at
the 50 percent TTS | evel on roof glass, on door glass, and
on our rear w ndow glass. And the EPGAA recomends t hat
the Board adopt a standard that nandates that |evel of
technol ogy, whether it's achieved through -- that's
achi eved through | am nated gl ass, whether it's through
coatings, inner layers, or films.

And the EPGAA recognizes that this |evel of
technology isn't in the current spec. And we're also
concerned that any significant change in the spec could
potentially cause a delay in inplenentation. And we think
that's sonething that should be consi dered unacceptabl e.

So what we reconmend is if we can't reach the
consensus to go forward with a 50 percent TTS across the
board, that the Board at |east put in place a mandate that
says let's put together a time schedule to take a | ook at
this and nandate this type of glazing in the future.

Thank you very much.
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CHAlI RPERSON NI CHOLS:  Thanks.

Mukesh Rustagi, and then Patricia Mpnahan

MR. RUSTAG: | have sone slides as well.

(Thereupon an overhead presentati on was

Presented as follows.)

MR, RUSTAG : Madam Chai rwoman and the Board.
Thank you very much for this opportunity.

Before | get started with what's on the slides,
do want to tal k about the performance standard that's
bei ng suggested of that 60 percent TTS. And to echo what
Pete Dishart just said, 60 percent TTS glazing is
currently available in nost of the vehicles. 1It's been
around since 1980s. So to regulate it to that standard
woul d basically be endorsing the status quo.

So we believe there's a |ot nore opportunity here
to inprove the performance in the vehicle and that's where
t he Board shoul d go.

--000- -

MR RUSTAG: Now, |let me address the issue of
the el ectronic signal interference.

We took a standard vehicle which we can buy on
the market - we didn't buy it, we just rented it - and
installed an IR reflective windshield with TTS of 50 with
standard del etion areas, and we tested it for the

el ectronic signals that are on this chart.

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



206
The green light in the synbol colum says that
there were no issues with any of those devices. The only

device that we had to specifically design on this was the

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

GPS antenna, because that's located in the instrunment
panel .

And as far as the aftermarket devices are
concerned, the staff has already allowed for specific
del etion areas for aftermarket devices.

Now, even though the angle of a car may change
with respect to the satellites, the angle of the
wi ndshield with respect to the attached devi ce does not
change if the device is mounted on the windshield. And
that's the intent of the Board's -- the staff's
recomendation in the regul ation

Next slide please.

--000- -
MR RUSTAG: In terns of nanufacturing
readi ness, | don't know if you' ve had an opportunity to

| ook at the windshield that's on display outside. That
wi ndshi el d was produced at one of our production
facilities using current production equipnent, and it
neets the Tier 2 level of TTS of 40 percent. So we

believe we're ready. W can neet the necessary

requirenents for volune in the nmarketplace. W could have

met it for 2012, but we are in support of the 2014 if
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that's the staff's recomrendati on

Next slide please.

--00o0- -

MR RUSTAG: In terms of the future
technol ogi es, this concept of keeping the heat out of the
car is going to be just as relevant in the future as it is
today. And | ess heat comng in neans | ess heat has to be
renoved, which neans | ess energy is going to be used.

Next slide please.

--00o0- -

MR, RUSTAG: One recent study that showed the
i mpact of this reflective glazing -- I'msorry.

Thank you.

CHAI RPERSON NI CHOLS: Ckay. Thank you.

BOARD MEMBER BERG  Madam Chair, | just had a
qui ck question.

CHAI RPERSON NI CHOLS: You had a qui ck question?

kay.

BOARD MEMBER BERG  Excuse me, sir.

Did you have an opportunity to test the radio
frequencies with the TTS 40 percent -- at 40 percent?

MR RUSTAG: W did not test the radio
frequencies. But the fundanental concept is the sane.
The signal does not travel through the coating itself. So

whet her you have a 50 TTS coating or a 40 TTS coating is
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not really going to nake any difference on the radio
frequency signal

BOARD MEMBER BERG  Thank you, sir.

MR, RUSTAG: You're wel cone.

CHAlI RPERSON NI CHOLS: Ckay. Patricia Mnahan and
then Kristin Genfell.

M5. MONAHAN:  CGood afternoon, Madam Chair and
menbers of the Board. M nane is Patricia Mnahan. |'m
the Deputy Director for C ean Vehicles at the Union of
Concerned Scientists. And |I'mhere to discuss four
poi nts.

My first point is that we strongly support the
CARB proposal. California is again in the vanguard on
reduci ng vehicle pollution. And we think this is a
no- brainer policy. It's a win for the environment, it's a
win for the consuner, it helps in the confort |level of the
passengers of the vehicle, and it reduces gl obal warm ng
pol | uti on.

The second point | want to nake is that the
standard coul d be stronger. As you' ve heard, the side and
back wi ndow standards are pretty nuch the status quo
today. And we can go further than that.

The stronger standards for the side and the back
wi ndows don't just help in terns of reducing the |oad on

the air conditioner, but they also provide additiona
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benefits in terns of crinme prevention and safety in
acci dents.

The third point | want to make is that we agree
with Honda, the Alliance for Autonobile Mnufacturers, and
others that a perfornmance standard would be preferable to
a technology -- to a standard that requires a particul ar
technology. |In general, we think that it's better to go
for performance standards that are nore conprehensive and
will allow for a variety of solutions in terms of better
i nsul ation, cool materials, ventilation systenms, and how
the actual cool air is directed on to the passengers of
the vehicles. These are all potential strategies for
reducing load on air conditioners, and we think in the
future it would be better to have a performance-based
st andar d.

So ny fourth and last point, which is actually a
reconmendation, is that we have a technical review. And
ideally this technical review would involve not just
California but auto nmanufacturers that are currently using
t hese technologies in vehicles, as well as U S. EPA to
revi ew whet her stronger standards are possible for the
side and back wi ndows, what a perfornmance standard coul d
| ook I'ike, and also to | ook at some of these questions
about el ectronics control integration

But | want to |leave you with just our strong
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support for the standard; our recommendation that we go
and i npl enent this standard; but as we nove forward, we
have sone kind of technical review

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

BOARD MEMBER D ADAMO | have a questi on.

CHAI RPERSON NI CHOLS: Yeah, a question

BOARD MEMBER D ADAMO  \What is your
recomrendation for the side and back w ndows?

MS. MONAHAN:  Forty percent TTS.

BOARD MEMBER D ADAMO.  Thank you.

CHAI RPERSON NI CHOLS: COkay. Thanks.

Kristin Genfell and then Sinon Mi.

MS. GRENFELL: GCood afternoon. Kristin Genfel
fromNRDC. M colleague Sinobn will have nore detail ed
comrents in a nonent, so |I'Ill be brief.

AB 32 required the Board to identify and
i mpl enent early action neasures to reduce greenhouse gas
em ssi ons because we needed to get started yesterday.
2020 is just over ten years away, and nany of the measures
will not be taking effect for several years. So the Coo
Car standards are sonething we can do to get started now,
and we need to nove forward with it.

In addition, for anybody who has had the

experi ence of coming to one of these Board neetings and
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having to park on the top | evel of the parking garage in
the sun and then com ng back after the Board neeting and
burni ng your hands on the steering wheel, this can save
you that experience and nake attendi ng Board neetings that
much nore pl easant.

(Laughter.)

MS. GRENFELL: So we urge you to nove forward.

CHAI RPERSON NI CHOLS: That's worth a lot. W'l
have to factor that in.

Si mon.

MR, MJ: Thanks, Kristin.

Good afternoon, Chairwoman N chols, nenbers of
the Board. Thank you for this opportunity to speak on
behal f of NRDC. [I'm Sinbn Mii and I'ma scientist working
on cl ean vehicles and fuels.

I'd like to thank staff for their hard work
pursuing this inportant area.

| looked up this statistic. |It's staggering to
think that a sinple thing like using AC ends up consum ng
t he equi val ent of 10 percent of all our inmported oil

NRDC, together with eight other environnental -
and heal t h-based organi zati ons, have provided a letter
t hat supports ARB noving forward on a strong Cool Car
standard that achieves the 40 percent all around.

Staff estimates that using air conditioning
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roughly turns your 25 npg car into a 21 npg car, and
tonmorrow s 80 nile-per-gallon car into a 50
mle-per-gallon car. This is a problem W' ve already
seen this effect in today's hybrids, with engines that sip
fuel which the AC and accessories gulp it down. This
regulation will help address this problem by reducing the
energy used by your vehicle, and it will help us save
noney at the punp.

And this nmakes sense. This is why the State
identified cool cars as a discrete early action measure.

If we can't figure this out and do the sinple things to
sol ve gl obal climte change, then what does it say about
nmeeting our shorter termand | onger term 2050 goal s?

W' ve heard fromthe suppliers. The auto nakers
and NGOs all testified today. Nearly all of us did agree
that the purpose of this regul ation nakes sense. Now, the
question is really how hard and how fast.

NRDC under stands that some of the glass companies
and auto nakers may not be as far along as sonme of the
others. But w thout the wi ndshield at 40 percent TTS, al
we're just talking about is the existing technology that's
bei ng used today. W' re talking about the status quo.

There is no need to set the bar at the | owest
common denoni nat or and have a weakened standard, because

there are ways to be reasonable and flexible in a
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regul atory context that do not conprom se on the
environnental benefits. So how can we set the bar high
and hel p everyone get there?

Well, there's three items that would help

The first one is that we can expand the different
conpliance options to include other energy efficiency
t echnol ogi es, including the use of things |like coo
paints, better insulation, automatic ventilation. This
woul d probably go a long way to resol ving some auto makers
who may be havi ng issues.

The second recommrendation is that ARB can nove
for the post-2014 timeframe towards nore of a broader
framework to address cabin energy efficiency through a
per f or mance- based approach. This would all ow ot her
technol ogies to come in and all ow additi onal enission
reductions to be achieved.

And, finally, a technical review can be included
to assess the status and availability of current and new
technol ogi es so that we can deci de whet her the regul ation
could go harder and faster.

CHAI RPERSON NI CHOLS: Thank you. Your tine is
up.

MR MJI: Thank you very much for your tinme and
consi deration.

CHAlI RPERSON NI CHOLS: Ckay. John Shears and then
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Bill Magavern.

MR SHEARS: Good afternoon, Chair Nichols and
nmenbers of the Board. And for the sake of ful
di scl osure, ny grandnother owns NS Class and I'ma T
Mobi | e user.

(Laughter.)

MR, SHEARS: CEERT supports the nore stringent
options in the proposed regulations for the Cool Car
standards as an early action neasure under AB 32. W fee
that this standard is transparent and direct inits
approach to reduce engi ne | oadi ng and associ at ed gl oba
warm ng and air pollution by reducing the cab tenperature
of vehicles.

Wi | e CEERT general |y supports regul ati ons that
enpl oy performance standards, we think that the staff
proposal is the best approach for addressing this issue at
this time. That is not to say that we are unwilling to
continue exploring issues with all of the parties as they
rel ate to devel opi ng associ ated performance standards, so
| ong as any standards that might be devel oped can avoid
ganm ng and unnecessary ZEV-like entanglenments with credit
generation and tracking.

CEERT al so supports the idea of conducting the
technical reviewthat's been referred to by many parties.

And, you know, this obviously could have |lots of spinoffs
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in terns of discovering other applications such as for
medi um and heavy-duty vehicl es.

We respectfully recommend that the Board adopt
this regul ation.

And 1'Il keep it brief because it's a | ong day.

CHAlI RPERSON NI CHOLS: Thank you.

Bill Magavern. And then our last witness will be
Crai g Moyer.

MR, MAGAVERN: Bill Magavern with Sierra Cub
California in support of the standards.

It's fitting that this is an early action neasure
t oday, because in the years before greenhouse effect
became househol d words often the best way to explain it to
peopl e was to say, "You know how on a sunny day the inside
of your car really heats up when the w ndows are cl osed?"
And that's how the heat gets trapped. So it's great to
see that now we're actually going to do sonethi ng about
t hat .

I think for the consumer what it will mean is the
car won't be as hot on a sunny day, you'll save a little
noney on gasoline, and al so your air conditioning won't
need to be serviced as often. So this will be a plus for
drivers in California.

It's too bad that the auto conpanies are

opposi ng. But we know at one time they opposed seat
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belts, airbags, catalytic converters, fuel econony
standards, and greenhouse gas standards, as you're very
famliar with.

So we've seen tine and tine again that it does
require the governnent, often this Board, to get the auto
conpanies to put the inproved technol ogies on the
vehicles. And then those i nproved technol ogi es becone
basically status quo and very popul ar.

We do support the strengthening proposals that
have been offered by NRDC and UCS, and al so believe that
inthe future it would good idea to go further with
neasures to cool the insides of vehicles through better
i nsul ation, nmore reflective paints, and ultimately through
a perfornmance standard.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

M. Moyer.

MR. MOYER  Good afternoon. |'m Craig Myer with
Manatt, Phelps & Phillips.

(Thereupon an overhead presentati on was

Presented as follows.)

MR, MOYER | have very brief comments, really
focused on the | egal standard under AB 32.

CHAI RPERSON NI CHOLS: And you're representing who

here today?
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MR, MOYER  Applied Mterials.

CHAI RPERSON NI CHOLS: Ckay. Just want to mmke
sure. Thanks.

MR MOYER First of all, we -- as you heard from
Shane Snmith, we're urging the 40 percent TTS for the
entire car set.

Again, I'mgoing to focus on the | egal standard.
As you know, AB 32 requires the nmaximum feasible
technol ogy that's cost effective.

As far as maxi mum f easi bl e technol ogy, whether or

not it's maxinmum it's certainly feasible. It is
available. It's out there in your |obby out here with
this.

As far as cost effective, it's a negative cost.
It actually pays out and the entire car set pays out.
Staff has done a slide, which was up there a mnute ago,
and shows that there's actually a savings even when the
entire car set has the application.

These are staff's nunbers. Happy to, you know,
defer to them | actually believe they're quite
conservative. But even if you again take those nunbers,
you'll see that there is a payout. So there's a net
negative cost here. If we don't go all the way here,
what's goi ng to happen? Wat kind of precedent are we

setting for when we actually do have real costs?
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We've also talked a little bit about co-benefits.
You' ve heard about co-benefits today. Clearly there are
tremendous co-benefits to this rule, including |ess
toxics, less criteria pollutants. Al of these together
confirmthat this is an easy one.

| have no opinion on the timng. You' ve heard
one of the suppliers say they could do it in 2012. You've
heard anot her one say, "2014 is pushing it. W can do
it." And | think you haven't heard anybody say they --
any of the suppliers say it can't be done.

So, again, | would urge your Board on this very
i nportant -- disproportionately inmportant regulation to go
all the way to the 40 percent for the entire car set.

Thank you very much.

BOARD MEMBER D ADAMO  Questi on.

CHAI RPERSON NI CHOLS: Questi on.

BOARD MEMBER D ADAMO  Coul d we keep that chart
up?

Maybe staff could coment, at what |evel of TTS
on the different proposal s?

DR. BEKKEN. All of the proposed glazing on this
anal ysis was assumi ng a 40 percent TTS glazing. So the
proposal is the windshield at 40 percent. Then the
wi ndshield's at 40 percent plus the front side |lights and

goi ng on down to the bottom where all of the glazing was
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at 40 percent around the sides. The roof |ight would
still be at 30 percent.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: But the
staff proposal, the top one would be 40 for the w ndows,
60 for everything else, 30 for the roof light.

And then the rest of themis what happens if you
add in those other wi ndows at 40 percent? So you can see
that it beconmes |ess cost effective. But M. Myer's
point was that it still saves noney over the lifetine of
the vehicle even if you made every w ndow be the 40
percent nunber.

MR MOYER If | can respond on the concept of
cost effective, which is also defined in AB 32. It
requires that your Board eval uate cost effectiveness, as
opposed to ot her neasures, other Scoping Plan neasures.
Here your Scoping Plan is clearly going to have nmeasures
that have -- that do not have a net negative cost, that do
not pay back. So conpared to those neasures, there's no
question it's cost effective. Conpared to virtually
anyt hi ng your Board does on a daily basis, it is -- it's a
cost savings.

CHAlI RPERSON NI CHOLS: Thank you.

Are there any other issues relative to the
wi ndows, the front and back versus side issues, in terns

of specifications that they have to neet or difficulties
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of fitting theminto the car or whatever, that caused you
to make the decision to recommend the way you did without
putting all the w ndows in?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes,
there is. | mean we did use the idea of |ow hanging fruit
that so many peopl e have tal ked about. And one of the
t hi ngs that distingui shes the windshield from everything
el se is the windshield uses the |am nated gl ass, which you
can coat the glass or coat the film And you don't have
to actually change physically the size of the w ndow, the
wei ght, how it nounts.

Al the other glass pieces, there is at |east
some argunent that there woul d be other engineering
changes; for exanple, you would have to go fromwhat you'd
call a safety glass to a -- or single-sheet glass to
l ami nated. And then that could be thicker. That neans
that you have to sonetines change the w ndow nechani sns
because the glass mi ght weigh nore. Things |ike that,
that seenmed like it was another extra step that perhaps
woul d have del ayed things and made it nore difficult. And
these -- together they were worth 50 percent of the
heating, but individually they were nuch | ess inportant
than the wi ndshield. So that was kind of our I|ogic.

CHAI RPERSON NICHOLS: So it's really based on, in

terms of these discrete early action measures, things that
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you felt legitimately coul d be done fast?
CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Right.

Al though this one's not in the discrete category, it's in

the --

CHAlI RPERSON NI CHOLS: Well, it's just early
action.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE:

-- early category. But still we'd basically --
we're pretty close to that schedule. So, yeah. | nean we

didn't want to spend three or four years evaluating all of
this to the great nth detail and sort of passing up the
opportunity to do what was relatively straightforward at
least in the staff's view

MOBI LE SOURCE CONTRCL DI VI SI ON CHI EF CRCSS:

Yeah, per staff.

CHAI RPERSON NI CHOLS: COkay. Thank you.

Al right. That concludes the list of witnesses.

W've also, |'msure, received all kinds of
conmuni cations by mail and Enmil. And we'll put all of
our ex partes into the record before we vote on this.

But we've heard a | ot of suggestions of various
kinds for tweaking this rule in one direction or another,
but essentially no opposition to the idea that we should
be nmoving forward and that we can nove forward

constructively to | ower the tenperature inside of the
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vehicle and reduce air conditioning load with a relatively
strai ghtforward technol ogy.

So having said that, | think my preference
procedurally would be to put the staff proposal on the
table as our working tenmplate here. And then if people
want to nake recommendations for additions, changes or
what ever, work off of that.

So could | have a motion to --

BOARD MEMBER SPERLI NG  So noved.

CHAI RPERSON NI CHOLS: Al right. A second?

BOARD MEMBER BERG ~ Second.

CHAlI RPERSON NI CHOLS: Second. Okay, good.

So now we can nove into di scussion, which could
i nclude nore questions for the staff if people have them
| guess.

And we'll start with Ms. D Adanpb, who | ooks |ike
she' s ready.

BOARD MEMBER D ADAMO.  Well, |I'minterested in
expandi ng beyond -- first of all, if we could get that
chart up. And maybe staff has its own version or an
i nproved version that would include additiona
i nformation.

But I'minterested in going beyond --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: This is

M. Myer's --
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BOARD MEMBER D ADAMO  The | ast witness.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yeah
those are our nunbers.

BOARD MEMBER D ADAMO  Those are your nunbers?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes.

BOARD MEMBER D' ADAMO.  Okay. But it may not
provide all the information that we need as far as the
different levels of TTS, as you pointed out, M. Cackette.
And so I'minterested in doing nore on the side and back
wi ndows. But | don't feel confident enough to say, you
know, at what point. Right now the current proposal is at
60 percent TTS. It sounds like a |lot of the environnenta
advocates are pushing for 40.

The concern that | have is that | do think that
t here probably needs to be sonme additional tine if we were
to provide for sone additional requirements for side and
back wi ndows, in light of what said as far as thickness of
the glass and all that.

So | don't have a specific proposal. |'mcurious
to hear if other Board menmbers are even inclined in going
this direction. But it would be sonething along the lines
of in later years, beyond 2012, perhaps 2014. And I'd be
open to suggestions on the TTS anount.

And the question that | have for staff, if you

could comment or maybe hel p guide this discussion, is
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there a difference on the safety issue and engi neering and
t hi ckness of the glass between 40 and 50 TTS? O at
that -- once we go that point you have to reengi neer
anyway?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: No,
when you go from60 to 50, | think that probably dictates
the switch fromtenpered glass, single layer glass to
| am nated gl ass. They're both safe.

MOBI LE SOURCE CONTRCL DI VI SION CHI EF CROSS:  So
then you can go to 40 if you want.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: And if
you go -- then the question was, if you go to 40, well,
that's just -- as one person testified, that's just a
di fferent coating or nultiple coatings on the wi ndows. So
you'd still have lami nated glass with a different coating
process.

BOARD MEMBER D ADAMO.  Ckay.

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS: |
think part of it alsois --

BOARD MEMBER BERG Is there a weight --

MOBI LE SOURCE CONTRCL DI VI SION CHI EF CROSS: (h,
I'msorry.

We really were thinking first step in all of
this, because it -- in other words the wi ndshield was

al ready | am nated, the side glass was al ready tenpered.
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And we were sort of saying, what's the nmaxi numyou can do
qui ckly on both of those parts of the car to kind of get
t hi ngs going? And I think we saw on the side glass that
it's not quite as easy to do it. It's still we believe
fairly easy to change fromtenpered to | am nated gl ass.
Lam nated gl ass is stronger and quieter, but it costs
nore. So we felt like the first step was to -- was that,
and then keep it noving.

BOARD MEMBER D ADAMO | absolutely agree. And
that's why | want to give nore tinme.

VWhat | want to try and avoid is having to go
t hr ough, you know, recal endaring and then -- you know, we
hear the same thing fromthe auto makers that, you know,
they've already got their nodel year in design and, you
know, they won't be able to neet it. So | would just like
to throw out there for discussion, and then just hear from
ot her Board nenbers, see if others are interested.

And then | imagine others are interested - | know
Dr. Sperling is - on the performance standard. | think
that we ought to | ook at a conprehensive performance
standard at sone point.

CHAI RPERSON NI CHOLS: Okay. Actually | had Ms.
Kennard next, then Ms. Berg.

BOARD MEMBER KENNARD: Thank you.

I'd like to take us back at | east to the
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t hreshol d question as to whether or not -- before we get
into the details of whether we're going far enough
whet her this is the right way to go in the first instance.
I think inthe first -- | nean | don't think there's any
guestion that this is a no-brainer that we should be doing
it. The question | have is whether we are being too
prescriptive to the industry and whether we should say,
"This is the performance standards in which we're
anticipating. And you get there in a nethod that nakes
best sense to you." And | was kind of struck by even the
Uni on of Concerned Scientists suggests that that m ght be
a nore appropriate strategy in this case. So I'd like to
ki nd of hear fromstaff on --

MOBI LE SOURCE CONTRCL DI VI SION CH EF CROSS: Can
| jump in for a second, because | feel really strongly
about this one?

| think that the -- and then you can -- we
consi dered the staff proposal to be a perfornmance standard
on the glass. So essentially what -- in other words there
is a test procedure already. There's no doubt technically
that | ower transm ssion of heat through glass will cool
the interior. And there's no doubt that that will help in
terms of AC | oad and customer confort and timng of AC

And we felt that the nost - again thinking early

action - the nost appropriate way to do that was, like
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beli eve the architectural industry probably does, just set
a spec on the glass that dictates what performance it has
to meet as a function of tinme.

And our concern about it in terms of a broader
performance spec -- | think we all agree that there are
ot her approaches to it. W're concerned that if you junp
too fast into it, we're risking gaming in the sense of
havi ng a poorly designed procedure or too much tine to
develop it, which then sidelines the whole thing.

So | guess we woul d suggest if you want us to do
perfornmance standard, to maybe push it off a little bit
and make sure that it's not on the same fast track as the
proposal that we have here today.

CHAI RPERSON NI CHOLS:  Well, | think that it's
al ways nore attractive given the history of this Board to
think in ternms of a performance standard that all ows
nmul ti pl e pathways. And although in theory there could be
ot her pathways, as a practical matter | think we know that
there is not a lot of technologies that will achieve the
results as far as w ndshields are concerned.

So in that sense, it seens appealing to go with a
broader approach. But | didn't hear anybody suggesting a
way to do that right now, today. | think the goal would
be to get to such an approach as we're phasing in other

technol ogi es that are going to get to our overal
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greenhouse gas standards. W know that there are going to
be changes in the air conditioners in the vehicles as part
of both the State and now federal greenhouse gas em ssions
standards. So we know there's going to be redesigning
going on in that realm

I think noving towards a greenhouse -- a
conpr ehensi ve greenhouse gas base standard for the cab or
the inside of the vehicle would make a | ot of sense. But
| would not be in favor of deferring action today or
delegating it to staff to try to figure that out, because
I think it's probably -- that would probably not get us
where we need to go. It would just delay any kind of a
response to this.

I do think that there's probably a way that we
could send the signal that the next tine we revisit the
Pavl ey standards, for exanple, that this m ght be part of
what we woul d be considering as well. W know we're going
to be | ooking at those soon and that our current standards
are going to have to be replaced for the 2016 -- for the
2016 model year vehicles. So that's not far off fromthe
time period that we're tal king about in this rule or that
peopl e are suggesting. Even those who wanted nore tine
wer e suggesting 2016 as the year that they'd be willing to
go to all 40 percent TTS.

So there's sonme roomin there | think for sone
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Yes, M. Roberts.

BOARD MEMBER ROBERTS: | didn't know if Dan was
first. But | definitely want to make comrents here.

CHAlI RPERSON NI CHOLS:  Ckay.

BOARD MEMBER ROBERTS: Who's next?

CHAI RPERSON NI CHOLS: | thought you --

BOARD MEMBER BERG  You're next.

BOARD MEMBER ROBERTS: Okay. Maybe it's the
architect side of me, but | think we're going way in the
wong direction. And | think the standards woul d have
been very easy to devel op

I think -- when | first heard about it, it was
because of the controversy of color paint. And it was

clear to ne we were going the wong direction then. And

229

what we've done is we've folded that out of it because we

didn't know how to deal with it. Wat we should have do
is dealt with the envel ope.

Air conditioning in a car is a different thing
than an air conditioning in a building. Okay, air
conditioning in a building you try to get the air
tenperature to a -- so you can nove around the buil ding.
Air conditioning in a car, it's different. You want the
air blowing in your face. And that's why you do it. Th

tenmperature in a car mght be a lot higher. But you get
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sense of confort out of the fact that the way the air
conditioning is used. That's why | have sone very strong
doubts that the changes that you're suggesting are going
toresult in the air conditioning |oad being decreased to
the extent you're talking about. | don't have a
confidence in that.

But having said that, it seens to ne that, you
know, the only thing you care about is sort of the cab.
And you coul d take the horizontal area there, and it's
made up of solid parts and glass parts and, you know,
one's a windshield and this -- | don't care what -- you
know, there are side wi ndows. You could have a standard
so the autonotive manufacturers could give you designs
based on your overall standard. And we wouldn't care what
ki nd of glass they're using or what color paint they're
into or anything else. You could achieve everything in
the sane way we did with buildings. Nobody told you you
had to use this glass or that gl ass.

You know, | think fromthe start you've broken
this into conmponents and you've come up with a
prescriptive. You're not into a perfornmance; you're into
a prescriptive standard. And you're going to end up
telling people, "This is the way you've got to do it."

And | think there are far greater choices, you' |l have far

fewer problems than | see coming with this. And | think
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t hose standards coul d be devel oped in a reasonably short
period of tine.

You know, we're tal king about greenhouse gas.
Okay. Al of a sudden we're going to -- this is not going
to solve the problem of greenhouse gas overnight. | think
it is nore incunbent upon us to have a |ong-term solution
that makes sense. And | think this is out of sync with
the way we've done things in the past. And | honestly
think that if manufacturers want to deal with the whole
envel ope as a designer, there's other -- there's things
you can do. It's not just the glass. But there's things
you can do to the roof. There's things that you could do
to the side windows. There's design solutions for the
rear windows. You're right to be asking those questions
because they should all be included in. But the sum--
it's the sumtotal of all that and the way it works as a
system not as a series of pieces. And we're prescribing
a series of pieces. To pick out a windshield is just -- |

think is a nonsensical approach to solving the bigger

problem here. And it's -- | can tell you as an architect,
it just --

MOBI LE SOURCE CONTRCL DI VISION CHI EF CROSS: |'m
not sure | disagree with you conpletely. | think the

problemis the |level --

BOARD MEMBER ROBERTS: Well, | said | disagree
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with you conpletely.

(Laughter.)

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:  But
it's the level. In other words if you're going to do the
envel ope, then you have to have a | evel that specifies the
whol e envel ope. And recogni zing that, you woul d get
probably nore than you would get just fromglass, if you
went gl ass and ventilation and color in the roof and
insulation and all that. So you'd have to start | ooking
at the entire envelope in ternms of its capability as well.

BOARD MEMBER ROBERTS: Well, the entire envel ope

is your roof and your window. | nean that's -- it

isn'"t -- you know, | don't think the doors and the -- with

your hood color and all that nake -- you know, insulation.
Here you've got -- you know, if you |ook at the

hori zontal area, that's your cab. Wether it's an SUV or
it's a two-door sedan, you've got a certain horizonta
area that you could say, "Here, we're going to have a
standard and you' ve got so nuch heat gain per square foot
of that area. Now, you go out" -- you know, "go out and
figure it out." We've got a |lot of conpetent engineers.
And to get into specifying what the w ndshield, the color
and reflectivity and everything else in a windshield |
think is -- we're off on a mission here that | think

m ssed the mark. And | think it's an easy one to correct.
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CHAI RPERSON NI CHOLS: Ckay. |I'mgoing to call on
Dan Sperling.
BOARD MEMBER SPERLING | synpathize with the

spirit of what Supervisor Roberts said. Let nme try to
cast it alittle larger. And, that is, you know, what

| -- | talked to many engi neers fromthe various supply
conpani es and car conpanies. And what inpressed ne is how
many ideas there are, how nmany techno -- so it's how many
technol ogi es are avail abl e, how many different ways of
designing the cabin. | mean the idea of, you know, the
cool paints can be brought in here. There's so nmany

ways -- it struck ne there's so many ways of inproving the
ef ficiency and therefore reducing the greenhouse gases.
And that in fact what it made me think is that the kind of
reducti ons we're tal king about for 2016, we can probably
even do much better than that, not in 2016, but not so far
after that.

And so that's what nmakes nme, you know, very
synpathetic to this idea, even advocative of this idea of
really trying to figure out how to use performance
standards as the main nechanismhere. And it's partly
because it stinulates innovation in a rmuch broader way
than just having a specific standard for the gl ass.

But it's al so because what we do here, we want --

we're not doing it just for California in 2016. You know,
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we're doing this for the U S. and for the world. And so,
you know, we're going to nmake a much better contribution,
much bi gger contribution if we do figure out how to cone
up with a policy mechanismthat can be adopted el sewhere
and woul d be adopted el sewhere.

So | think that we -- | think everyone -- you
know, al nost everyone here agrees that eventually we
should go to a performance standard, a broad performance
standard, you know. And so, yeah, there is a distinction.
There's a performance standard for the glass, there's a
perfornmance standard for the cabin. And even, you know,
it should include the air conditioner, because what |'ve
also learned is there are different kinds of air
conditioners that -- sone of them Ilike in the Prius, has
a vari abl e speed, variable capacity, that actually is
quite a bit nore efficient than the standard air
conditioners. And so there's all this kinds of
i nnovati on.

So ny first suggestion would be what Chairnman
Ni chol s said, is take her kind of vague suggesti on about
really creating a performance standard for Pavley 2 and
nmake it nore than just a vague suggestion, but that it be
the, you know, the resolution of the Board or -- |'m not
sure of the exact |language of it, but it be the intent of

the Board that we roll into Pavley 2 a robust performance

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

235
standard, you know, for off-cycle, for everything in the
cabin that links together the air conditioner and the | oad
on the air conditioner.

So then the question becones, what do we do unti
then? And | nmean | -- |'mnervous about this reflective
technol ogy. Now, we're not, you know, engineer -- we're
not the autonotive engineers here. W're not designing
the cars. And when so many people say there m ght be
problens with, you know, all of the radio waves and, you
know, everything from garage door openers to tire sensors,
you know, ABS sensors, you know, and so on, it nakes ne
reluctant to nandate a technology that creates that kind
of problem

So | woul d suggest -- you know, |'mnot going to
conme up with the precise suggestion quite yet. But |
think a slight delay is probably in order. You know, 2012
is very soon. | nmean | think the analysis to ne suggested
that at least if you have good sol ar absorption technol ogy
across -- you know, around all the wi ndows, you get sone,
you know, pretty substantial inprovenments. And then the
guesti on becones, you know, how do you go beyond that.

So, you know, the TTS seens -- you know, 60
percent, 55 percent seens to be what | keep hearing about.

CHAI RPERSON NI CHOLS: But Tier 1 was only 50

percent, the 2012 nunber, which is what | think a nunber
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of even the CEMs said was doable. Not all of them But
the first part of this thing is kind of -- I"msorry. You
finish your proposal and then I'll -- we'll nove on.

(Laughter.)

BOARD MEMBER SPERLING  Well, we should -- that's
enough. | mean actually, you know, one way to deal with
that mght be to say -- instead of saying every vehicle
has to neet that 50 percent nunber, that there maybe be
the average for the fleet of that conpany has to neet
what ever nunber that m ght be, whether it's 55 percent or
50 percent that -- you know. And that's kind of the
intent here with the 75 percent with the phase-in period.
And, you know, maybe we can -- |'mnot convinced what that
nunber should be. But it's the reflective tech -- | think
the real problemhere is this reflective technol ogy, that
there seens to be serious questions about it that creates
potential problens. And if we can figure out sone way to
provide nore flexibility in noving to these advanced
technol ogies and -- so to ne that nmeans the alternative --
you know, | come back to this alternative conpliance
pat hway. And, you know, sone of the conpanies said they
could do it in six -- you know, they could put together a
test procedure in six nonths. You know, |I'm you know --
M. Cackette's shaking his head, and |I'm skeptical as

wel . But, you know, maybe in a year that -- and you put
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the burden on themas an industry. Because if they're
going to use an alternative conpliance nmethod, it's their
interest to come up with a test that they can agree on

So | guess that would be ny suggestion, is a
full-blown thing for Pavley 2, an alternative conpliance
path with a perfornmance standard before then. W can
argue on an exact nunber that that -- whether we want to
defer the nunmbers a little bit. And it doesn't have to
be -- that test shouldn't be the one that's going to go
into Pavley 2. It might be a sinmpler test and a | ess
robust test.

But | ranmbled a long tine.

CHAI RPERSON NI CHOLS: Ms. Berg.

BOARD MEMBER BERG | amalso in agreement with
t he performance standard for the later years. And also
hopeful |y that perfornmance standard would allow us to have
even a stronger result.

| also would like to see for 2012, if it's
possible, if we were to throwin an alternative of the
sol ar absorption glass at 55 percent, but require all cars
within the U S., would we get our numbers? So in other
wor ds, manufacturers could have a choice of doing 50
percent TTS or the reflective glass in California only
and -- or the solar absorption glass at 55 percent, which

| understand is doable in absorption glass, which ny
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understandi ng would elimnate the radi o frequency issue;
but nationwi de, in order to nake up for the going 55
percent instead of 50. And then wouldn't we have our
greenhouse gas em ssions -- since it's a global issue,
woul dn't we take care of the intent?

CHAI RPERSON NI CHOLS: So a conpliance option that
t he manufacturer could show that every car that they sold
inthe US nmet the 55 | evel versus the 50 percent for
California --

BOARD MEMBER BERG And it woul d be absorption

CHAI RPERSON NI CHOLS: -- just to understand.

Well, it doesn't -- you're not going to specify
how they do it.

BOARD MEMBER BERG. No, not -- but you're right,
55 percent would include the absorption technol ogy.

CHAI RPERSON NI CHOLS: It could. It could.

BOARD MEMBER BERG So | guess |'m | ooking at
staff to see if --

CHAI RPERSON NI CHOLS: That's a question

BOARD MEMBER BERG -- if ny assunption --

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: |
wasn't sure whether | wanted to junp in the mddle of
t hi s.

BOARD MEMBER BERG -- if ny assunption --

sorry -- if the assunption of doing nationw de versus
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California, does that have any merit to it?

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Well, |
don't think we know for sure whether manufacturers at any
one standard are going to nmake one wi ndshield for the
nation or nmake two, one for California and one for the
rest of the nation. They've alluded to us that that's
what they would do if the standard's too tough or if the
timng is not good enough.

So | think there's probably, you know, |ess
chance of themnmaking a California-only one in Tier 1 than
2. But the exception of that would probably be the
Japanese nanufacturers who seemto be wedded to the
absorption technol ogy. And so they might be the ones that
woul d clearly take, you know, take advantage of that.

You know, | think if we knew that they were only
going to do it in California, unless we provided this
option, then it would be a good deal. The question is of
course we don't know if they wouldn't have done it
nationally to some degree anyway. So | can't give you a
preci se nunber or tell you whether 55 nationw de would
truly provide the same benefits, nore benefits, or |ess
benefits, cause we just don't know what they're going to
do. But --

BOARD MEMBER BERG | understand that. But we

do --
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CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: -- the
direction, yeah, it nakes sense.

BOARD MEMBER BERG -- we do -- we do
cal cul ati ons though and we have an em ssions
calculation -- is my assunption correct, that our
em ssions cal culation is based on the nunber of California
cars?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yeah,
our basis would be just California al one, yeah

BOARD MEMBER BERG So in trying to protect the
em ssi ons savings by giving an alternative conpliance
option of 55 percent, but then the manufacturer would
agree that it was nati onwi de, has a potential of
protecting our em ssions savings?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yeah,
the cal cul ati on woul d be nore tons, yes.

CHAI RPERSON NI CHOLS: You know, | -- Okay. |I'm
going to jump in here now and give ny views on this issue.

I don't hear anything that gives nme the |east bit
of qual m what soever about Phase 1 of this rule. The only
conpani es that we have heard from who have concerns about
it are the Japanese manufacturers who just haven't | ooked
at it and want nore time to study it. And | get that they
want nore tinme to study it but they don't have to do

everything right away. So | don't see it as that big a
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deal

The glass is out there. 1t's being used.
think this radio frequency issue is a total red herring.

I think you guys are being distracted by spaghetti that's
being thrown at every wall around us, because there's no
evi dence that they can't put the stuff into the car and

t hen, you know, figure out a way to use all the radio
frequency stuff that everybody wants in their cars and
that custoners are going to insist on having.

They didn't start out with this stuff on their
|l ow-end cars. They started out with it on their
hi ghest-end cars where people use the nost electronic
gi znos. You know, | admit I'mnot an el ectronic gizm
person. | don't have a garage door opener because | don't
have a garage. But, you know --

(Laughter.)

CHAI RPERSON NI CHOLS: -- it doesn't -- |
certainly use ny cell phone enough, you know. | just
don't think they're going to sell cars that people can't
use their cell phones in.

So |'m concerned about, you know, what we heard
of the ability of glass manufacturers potentially to
supply all the glass that's needed. Because ny view about
AB 32 is this is not just another car regulation. W're

supposed to be in the business of helping to transform
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technol ogi es and bring about opportunities for people who
make products that are going to be helpful in |eading the
transformation towards a nore energy efficient world. And
that includes reflective glass. And we have comnpani es
here, including California conpani es, saying, you know,
"We're going to be making glass and, you know, we're going
to be helping to save the world by doing it." And I think
that's a very good thing, that we would be -- that we
woul d be allowi ng that to happen.

Yes, Dr. Bal nes.

BOARD MEMBER BALMES: Well, | want to make a
phi | osophi cal comrent rather than weigh in on the
speci fics here.

| feel nmuch nore confortable with
per f or mance- based standards where there are alternatives
avai | abl e, because | just think we get into trouble when
we try to be too prescriptive about any one specific
technol ogy. | understand the staff argunent and |'m not
at this point saying |I'm against certainly neeting the
Tier 1 requirenent that Chairman N chols just mentioned.
| think it probably is achievable. But |I'mvery nmuch in
favor in general - sort of announcing that for the future,
because | think this is going to come up multiple tines -
that to me flexibility for industry to achieve -- |I'd

still want to achi eve the sanme ends, but | would like to
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have flexibility for industry. | think it makes the nost
sense, especially in tough economic tines. And it
probably spurs innovation as well.

CHAI RPERSON NI CHOLS: | think that woul d get
unani nous support fromthe Board.

BOARD MEMBER BALMES: Well, but | think we forget
about that a lot of tinmes.

CHAI RPERSON NI CHOLS: | think the staff was
honest in saying they're |ooking at the w ndows and com ng
up with a performance standard for w ndows. Maybe that
was too narrow an item

BOARD MEMBER BALMES: That's --

CHAI RPERSON NI CHOLS: But it's not a -- but it is
a -- they did not specify a technol ogy that the w ndows
had to be.

BOARD MEMBER BALMES: | guess | would be in favor
of a broader approach as Supervisor --

CHAI RPERSON NI CHOLS: The broader the better to
achieve the goal. | agree with that.

BOARD MEMBER SPERLI NG Chairman N chol s?

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:  Part
of that is because of the early action that we were trying
to do. | mean if we'd had another year or two to work on
it, I think we could have pursued a perfornance standard.

| think it's just, you know --
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CHAI RPERSON NI CHOLS: Wl |, and the other --

BOARD MEMBER BALMES: And | realize that it is an
issue in terms of the speed with which we're trying to
nove.

CHAlI RPERSON NI CHOLS: Yeah. And this isn't speed
just because we happen to feel like it. |It's speed
because, you know, every ton that's going out into the
at nosphere today is going to stay there for a long, |ong
time.

BOARD MEMBER D ADAMO Wl l, we're required to
under AB 32 to adopt early action. | mean obviously we
have to have analyze it, but we do have a nandate.

BOARD MEMBER SPERLI NG But a couple little
clarifications here. First of all, you know, this
reflective technology -- you know, the idea of innovation
and technol ogy | eading, the reflective technology is not
this fabul ous new technology. It's been known for awhile,
and at least two different suppliers said this is not
rocket science. They haven't done it very much. But that
doesn't mean it's -- none of themsaid this is hard to do
it. 1t'Il take tine, you know, to actually do it.

So if we're tal king about innovation, and if
we' re tal ki ng about |arge reductions, having that option
at least for a broader perfornmance approach or alternative

approaches to do it is likely to stinulate much nore
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i nnovation that's going to have a nuch larger inpact in
the mediumtermand the |ong term and maybe even the near
term So | would think under any circunmstance we need --
we should have in this a neans for conpanies to pursue
t hese other innovations and an incentive to do that.
Because this reflective technology is not the be-all and
end-all and it's not, as | was told, rocket science. So |
just want to make sure that we do have that built into
what ever we do here.

CHAI RPERSON NI CHOLS: | don't hear anybody saying
that there's innovations in terns of technology that they
were planning on using if they didn't have to use better
glass. | heard them saying they m ght redesign the
interior, so they dealt with the air flowdifferently. |
mean |'1l grant you that this isn't brand new technol ogy.
But then very little that's com ng about as a result of
having to put a price on carbon or think about carbon
right now is brand new technology either. A lot of it's
stuff like electric cars, that were around, you know, many
years ago but are only now becom ng attractive again
because of people caring about carbon. So |I'm not going
to give up on that argunent. It's a matter of bringing to
the fore good technologies that will actually hel p but
that were deenmed too expensive to use before peopl e began

to care about greenhouse gas enissions.
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Yes.
BOARD MEMBER YEAGER: | need just further
clarification on the Tier 2 tineline. | know we' ve heard

a variety of opinions, even from sone Board nmenbers, on
whet her that is sonething that can be reached. | know
with the further discussion that we've had, if you have a
reaction as far as whether the industry is going to be
ready for that 2014 tinmeline.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Well, |
guess on the testinony that suggests that it would. And
this is brought |argely what we based our recomrendati on
on, was that two, and now | understand it's three, glass
manuf acturers say they have the technol ogy. And two of
them you heard testify today saying they can ranmp up
production, they have production in many countries, that
t he amount of glass that's needed is small conpared to the
total ampount of glass they produce with this technol ogy.
So they're saying they can do it.

And then we had one car conpany who didn't
testify to it but it's in the record here that basically
sai d 2014 for the 40 percent -- a hundred percent
conpliance of the 40 percent standard was fine. That was
Ford. So | guess that gives you, you know, sone bal anci ng
sense that some people think it's doable. And then of

course on the other side there was a | ot of testinony

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

247

saying, "Gve us nore tinme."

CHAI RPERSON NI CHOLS: (Ot hers wanted 2016, |
think. And there was one 2015 in the bunch.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Right.

BOARD MEMBER YEAGER: Yeah, it was just the
question of, | nean, particularly from M tsubi shi saying
that their 2013 nodel year are already in final design.
VWi ch of course these open 2014. But | just -- | assumed
you had | ooked at all of this. But it --

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yes.

BOARD MEMBER YEAGER: -- | just wanted to make
sure as far as what we were tal king about was going to be
practical enough that the car industry could actually
incorporate it into their 2014 design. But it just sounds
like --

CHAI RPERSON NI CHCOLS:

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: We
think so. But it's a --

MOBI LE SOURCE CONTRCL DI VI SI ON CHI EF CRCSS:

Forty percent of the cars today have it.

BOARD MEMBER YEAGER: Thank you.

CHAI RPERSON NI CHOLS: Forty percent of the cars
t oday?

MOBI LE SOURCE CONTRCL DI VI SI ON CHI EF CRCSS:

Forty percent of the cars today have sol ar
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absor bi ng technol ogy.

CHAI RPERSON NI CHOLS: Have the absorbing
t echnol ogy.

MOBI LE SOURCE CONTRCL DI VI SI ON CHI EF CRCSS:

VWi ch is nmost of the requiremnent.

BOARD MEMBER D ADAMO At what percent of TTS --

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: W were
tal ki ng about 40 percent of -- the 40 percent TTS | think,
right? So that's not on cars today.

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:

Yeah, the 40 percent TTS is -- or the 60 percent
TTS is on cars right now, 40 percent of themhave it. And
then the 50 percent is the new requirenent, but it's being
done to an existing piece, whichis --

BOARD MEMBER YEAGER: If you could repeat it, and
maybe talk a little | ouder.

CHAI RPERSON NI CHOLS: Say it | ouder and sl ower
pl ease.

MOBI LE SOURCE CONTRCL DI VI SI ON CH EF CROSS: |
get excited about this.

Forty percent of the cars today have 60 percent
gl ass on them al ready, roughly. And that is the staff
proposal for 2012 -- 13? -- 12. This is the gl ass except
t he wi ndshi el d.

The windshield currently -- I'mnot sure what the
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level is, frankly. But it's -- yeah, it's probably the
sane. But we would require themto change the technol ogy
on the windshield in both tiers, first and second tier
And | think that's what's caused all of the excitenent,
because they woul d be going froma coating which is
non-nmetallic to a netallic coating in the w ndshield.

CHAI RPERSON NI CHOLS: Al right.

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:  But
the answer is that nmost of it's done.

CHAlI RPERSON NI CHOLS:  Ckay.

Yes.

BOARD MEMBER TELLES: Al right. You know, |
drive a Mercury Mariner hybrid in the San Joaquin Valley,
which is pretty hot. And if | turn the air conditioner
on, | get 27 miles per gallon; and if | turn it off, | get
34.8. So it makes a big difference if you run the
air-conditioner or not. | understand that. But if our
true goal is to reduce greenhouse gases, | think the nost
i mportant thing we can do is to wite a regulation that,
as Ms. Berg is suggesting, that is not just used in
California but is used throughout the United States. And

if we have sonething that is too prescriptive or whatever,

that is not being -- that cannot be incorporated in the
rest of the United States, then we -- then we haven't
really acconplished our goal. W' ve just kind of put a
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little bit of water in the bucket but didn't fill the
bucket .

And, you know, if the cell phone really doesn't
work and we don't -- you know, sone people says it does,
some people says it doesn't in a car that it has this 40
percent glass -- | think we should make sure that it does
or does not and have our engineers speak with their
engi neers and make sure that this is a technol ogy that
really does sonething, especially comng froma -- ["'ma
cardi ol ogi st. And, you know, 70 percent of ny patients
cone to the hospital in an anbul ance whi ch was pi cked
up -- which has a GPS device to find the patient. And
don't know if they scared Mary, but they scared ne a
little bit, that | would want to nake sure that those
devices work and that they're not so expensive in a
redesi gned vehicle that they're cut out or whatever, that
| think we have to do a little bit nore honework on some
of these issues.

CHAI RPERSON NI CHOLS: Staff want to respond?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Well, |
nean we've nmet with those who are the skeptics and those
who believe it's doable. And | think the only issue that
we're really hearing fromthe skeptics on whether this is
going to work or not has to do with how rmuch time for them

to absolutely verify that it works okay for their vehicle,
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that there isn't any, you know, risk at all that there's
sone loss in cell phone or that the GPS won't work if it's
put in a certain place or whatever. And the skepticism
cones from-- principally fromthe Japanese nanufacturers
who just don't have any experience with the coated gl ass.
They use the absorbing gl ass.

But if you | ook at people who do have experience
with it, both the glass manufacturers, Europeans, they're
not troubled by this. | mean Mercedes gave us coments.
And the only thing that they asked for was there |ike one
nore year to do the phase-in. So | nean they've done it.
They are not worried about this.

Ford apparently is not worried about it. | have
to believe that Ford worries about the electronics in
their cars and whether it will work or not.

So | think you've got -- you know, it's a matter
of what you know and what the risk is. And that's what's
causing this spread in the viewpoint here.

BOARD MEMBER TELLES: | hear what you're saying.
But, you know, a company like Garmi n cones here - and
they' re probably one of the biggest producers of GPS
devices - and said they just heard about it yesterday and
they don't knowif it will work or not.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: That's

just not true. | nean they may have just heard about the
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neeting here --

BOARD MEMBER TELLES: Well, | don't think you can
qguestion their veracity.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |
what | can question is that if you pick up the instruction
manual for their Garmin GPS system it tells you -- inside
there it says on sone cars they have reflective w ndows
and you might need to put an external antenna, "which

we'll give to you," to go on the out -- sonewhere el se on
the car, a spot where it could go through the w ndow or on
the external side. They all say that. So they already
know t hey' ve got this problem because vehicles use this
technol ogy now. And so they've got a solution in place.
And the | asering out of the, you know, we'l]l
call, the masking areas where you woul d not have the
reflective mirroring on this is another way that you
can -- you can deci de where you're going to put these
devices. You know, |ike an instruction manual for a
Garmin wuld say put it in the mddle of windshield or put
it onthe left -- right side of the wi ndshield because
that's where the deletion area is, and then it woul d work.
And so --
CHAI RPERSON NI CHOLS: Can | just -- bringing us
back to where we are today in June of 2009. W' re talking

about a rule that's supposed to begin to take effect for
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the 2012 nodel year vehicles. And | have not heard much,
ot her than phil osophical dislike for addressing this issue
at all, to suggest that we can't do it in 2012. But we
can't do it in 2012. You don't want to do a glass rule.
You want to do an alternative kind of rule.

BOARD MEMBER ROBERTS: | was going to offer a
suggestion to --

CHAlI RPERSON NI CHOLS: Ch, okay. |I'msorry.

BOARD MEMBER ROBERTS: |'ve been trying to get
your attention, but it's been difficult.

CHAI RPERSON NI CHOLS: No, no. | was looking in
the wong direction. | apol ogize.

BOARD MEMBER ROBERTS: There's a group of us down
here.

(Laughter.)

CHAI RPERSON NI CHOLS: | know there are. There
are several of you. You're the |left-hand side though.

And |'mleft handed, so | naturally turn towards the

right.

BOARD MEMBER ROBERTS: Ckay.

CHAl RPERSON NI CHOLS: | will --

(Laughter.)

CHAI RPERSON NI CHOLS: | was going to actually
of fer a suggestion, but I'Il defer to you.

BOARD MEMBER ROBERTS: Can | try somet hing?
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CHAI RPERSON NI CHOLS: Co ahead.

BOARD MEMBER ROBERTS: Because, you know, |
really do think we got -- | think we got off on the wong
track here, and | think its evidenced by the withdrawal of
the paint. And it's not just the paint. The paint covers
the solid parts of the car, and the solid parts of the car
transmt sone degree of heat also, which has been
recogni zed. But | still think that -- you know, it may be
that you can go ahead with a first step with instructions
to staff to cone back here with an alternate performance
standard that we can put into effect. A performance
standard woul dn't have taken any | onger than what this has
taken. I'mconfortable if | had a small team of
engi neers, we could put this together for you very
quickly. And | think the benefits are going to be a
lot -- or significantly better, and | think it's going to
ease the staff's workload in the future.

There's a lot of things that are happening to
cars. And | think to have the ability to be able to | ook
at the envel ope, as opposed to | ook at the pieces, is a
far nore practical way. 1've noticed there's probably 10
percent of the cars in San Diego they're driving around
where peopl e have paid probably 3, $400 to have a film put
in there wi ndows, you know.

MOBI LE SOURCE CONTROL DI VI SI ON CHI EF CROSS:
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Supervisor, | agree with you in terns of our --

CHAI RPERSON NI CHOLS: Well, excuse nme. This

isn'"t a debate. Okay? |'msorry. This is the Board
time.

BOARD MEMBER ROBERTS: Well, if he wants to say
he agrees, 1'Il let him

(Laughter.)

CHAlI RPERSON NI CHOLS: Well, 1'mbeginning to fee
like we're having group therapy here --

(Laughter.)

CHAI RPERSON NI CHOLS: -- rather than a board
dealing with a regul ation.

BOARD MEMBER ROBERTS: No, but | -- you know, if
we're in agreenment, that's -- that's what 1'd like to see
us do, rather than go down a prescriptive-only path.

CHAI RPERSON NI CHOLS: | think that's a good
suggestion. And | don't hear the staff disagreeing that
that's the approach that they would like to take. | agree
with you.

BOARD MEMBER BERG  So could | suggest that we
amend the nmotion to nove forward with the 2012 staff
proposal, but to grant an additional year for phase-in
and that way giving the car conpanies three years instead
of the two years, with 25 percent in 2012, 50 percent in

2013, and a hundred percent by the 2014? And that way it
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gi ves themthe opportunity to do the testing, to get
things out on the road. And then for staff to cone back
to us in a year, that they're going to tell us right here
pretty quickly, for a technol ogy review and a perfornmance
standard to go forward rather than the Phase 2 of 2014.

CHAI RPERSON NI CHOLS: | want to nmake sure |'m
under st andi ng you.

So the 50 percent TTS under your proposal --

BOARD MEMBER BERG  Correct, as staff --

CHAlI RPERSON NI CHOLS: -- woul d phase in --

BOARD MEMBER BERG.  Correct.

CHAlI RPERSON NI CHOLS: -- beginning in 20127

BOARD MEMBER BERG  Correct.

CHAI RPERSON NI CHOLS: And it would be carried
t hrough to 2014 but ranping up?

BOARD MEMBER BERG.  Correct.

CHAI RPERSON NI CHOLS: Okay. And we woul d not go
beyond that level until we had heard back from staff about
a perfornmance-based approach --

BOARD MEMBER BERG  Correct.

CHAI RPERSON NI CHOLS: -- to dealing with the
gr eenhouse gas eni ssions?

BOARD MEMBER BERG  Correct.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: So to

be clear, there would not be a 40 percent TTS standard
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then as part of this notion?

CHAI RPERSON NI CHOLS: So the 40 percent TTS never
gets adopted, or you'd adopt it as a default but ask for
the --

BOARD MEMBER BERG  Adopt it as a default.

CHAlI RPERSON NI CHOLS: The equival ent thereof --

BOARD MEMBER BERG  The equival ent of their --

CHAlI RPERSON NI CHOLS: The equi val ent of a 40
percent. But 40 percent for all the glass equival ent or
40 percent only for the wi ndshield equival ent?

BOARD MEMBER D ADAMO Wl |, you know where |'m
on that.

CHAlI RPERSON NI CHOLS: Yeah. And I'mwith you on
that too. | think it should be for the whol e thing.

BOARD MEMBER D ADAMO | mean the challenge with
the rest of the car --

CHAI RPERSON NI CHOLS: -- yeah, is it's a
perfor mance standard.

BOARD MEMBER D ADAMO -- is that we need nore
time, and we here we are getting nore tine in order to
provi de --

CHAlI RPERSON NI CHOLS: Ri ght.

kay. |1'mnow going to | ook down at this end so
I"'mnot guilty of ignoring nmy colleagues here.

So, Ms. Kennard.
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BOARD MEMBER KENNARD: |'m confortable, | guess.

I mean |'mstill at the 50,000 square foot |evel, which is
we care about the tenperature of the inside of the car and
that we ought to be able to find -- let the industry
figure out how to reduce that tenperature to some kind of
standard, whatever -- well, what it is is -- for TTS.

But | will go along with nmy coll eagues to the
2012 provided that beyond that it is a true performance
standard, it is not just about the glass, that there could
be ot her mechanisms to allow the industry to nmeet that
st andar d.

CHAI RPERSON NI CHOLS: | think that's what the
proposal that Ms. Berg is putting forth is, that the staff
woul d have to devel op an alternative proposal that would
get the equivalent result in a true performance standard,
and then let the industry choose what their method would
be for neeting it. But that standard would be -- would be
in effect beginning in the 2014 nodel year under her
proposal. So --

BOARD MEMBER KENNARD: I n other words not
restricted to the glass --

CHAI RPERSON NI CHOLS: Correct. No, the glass

is -- we're just using the glass as the surrogate, as the
neasur enent techni que, | believe.
BOARD MEMBER D ADAMO | want to make sure |

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

259

understand. Performance standard as an alternative
conpl i ance path.

CHAlI RPERSON NI CHOLS: Wwell, yes, or -- cause
ei ther way you could get it through doing the --

BOARD MEMBER D ADAMO  Ri ght.

CHAI RPERSON NI CHOLS: -- if you wanted to. At
| east that's the goal

Al right. Further thoughts, suggestions,
amendment s?

Does this fit with your thinking?

BOARD MEMBER ROBERTS: It does.

CHAI RPERSON NICHOLS: Is it close to where you
are?

BOARD MEMBER ROBERTS: | think we nmight find a
time that the performance -- you may want to just allow
that to replace what you have, because | honestly think
you can do better than you're doing --

CHAlI RPERSON NI CHOLS: Right, | think you're --
you nmade your point. But | think you're right.

BOARD MEMBER ROBERTS: -- if you -- but |
think -- that's the whole thrust of what |I'm saying. |
t hi nk you can even do better by using a performance
standard. But | --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Could |

ask -- I"'mnot clear at |east on what you're talking about
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for the 20 -- | guess it would be 2015 now. Since we had
a three-year phase-in, that would be -- for TTS 50 Tier
one, that would be '12, '13, and ' 14.

And so then in '15, is there a standard or not?
And | et ne nake an argument for it just for your
consi derati on.

You know, we want to work on sonething that's
broader that would bring in these extra things, because
think the tons -- the milli -- nmetric tons per day woul d
go up. The problemis is that | would Ilike to keep the
pressure on the industry to come up with the alternative
And one way of doing that is to go ahead and set the 40
percent standard and then say we'll come back with the
review, and if everyone chips in and we cone up with a
good alternative way of doing this, a broader-based
standard, then it would -- you know, it would replace the
40. But without that there, I"'mafraid we will --

CHAI RPERSON NI CHOLS: As it is today, what |I'm
under st andi ng our proposal to be is 40 percent for the
entire vehicle, for all the w ndows.

BOARD MEMBER SPERLI NG  For 2016

CHAI RPERSON NI CHOLS: To take effect in 2016,
according to you.

Then what happens in 20157

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: What
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happens in '15 then?

BOARD MEMBER BERG: Well, | guess | --

BOARD MEMBER SPERLI NG  Forty-five percent.
We' Il do 45 percent.

(Laughter.)

CHAI RPERSON NI CHOLS: W pause.

(Laughter.)

CHAI RPERSON NI CHOLS: W rest.

Woul d you accept 2015 as the date for that?
Because then that acconplishes what M. Cackette is
suggesting, which is that it allows the staff to go out
and start working now on an alternative to bring to us;

t hat people know that if they don't cone up with the
alternative, that's what they're going to get.

BOARD MEMBER BERG  Yeah. The only reason
chose the 2016 is because that's what we heard from
several of the glass manufacturers along with industry.
So that's what | had my date. That's all

CHAI RPERSON NI CHOLS: Yeah, fair enough, fair
enough. | think the 2015 could -- | think they could nake
it in 2015.

Al right. |Is anybody offering any other --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: |'m
still not clear. Wichis it for 2015? W need to know

the nunber if it goes in for 2015.
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CHAlI RPERSON NI CHOLS: Pardon nme? We're going to
make it 2015.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: So it's
40 percent vehicle around in 2015, a hundred percent of
the cars.

CHAI RPERSON NI CHOLS: Right, or an alternative
conpliance path to be devel oped.

Yeah, which is really --

BOARD MEMBER SPERLING 1'd feel nore --

CHAlI RPERSON NI CHOLS: -- 2015 nodel year. So --

BOARD MEMBER SPERLING 1'd feel nore confortable
wi th 2016, because, you know, what we're asking for is a
ot of innovation and a | ot of rethinking of the interior
cabin and the materials and the design. And | nean |
think an extra year is not -- | nean what we're trying to
do is get it right and not be disruptive.

CHAI RPERSON NI CHOLS: But if we do it right, this
is not going to happen. | nmean if what the staff thinks
they're doing is correct, they're going to be com ng back
to us with a perfornmance-based rule in time to take
effect.

BOARD MEMBER SPERLI NG Wl |, when we say 40
percent, we're saying or the equivalent, right? That's
what | was interpreting this, 40 percent or the equival ent

reducti on.
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CHAI RPERSON NI CHOLS: Right. Do you think that's
still too demandi ng for 20157

BOARD MEMBER SPERLI NG Because we're saying al
the way around. So, yeah, | do. 1'd feel better -- |
nmean it's not that nuch difference in terms of the -- to
get greenhouse gas reduction, and yet it provides a little
time to really get their engineers engaged in --

BOARD MEMBER KENNARD: Well, let me nake the case
for the earlier year, believe it or not.

(Laughter.)

BOARD MEMBER KENNARD: And I'Il tell you why.

One, to Bob's point about keeping -- and Tom s point as
wel |l to keeping the pressure on them And also we're
giving themthe opportunity to use any nunber of different
alternatives, not just the glass. So this is a huge
benefit to them or at |least | hope that they would view
this as a benefit to be innovative, and as opposed to
being in this narrow band of just the glass. So --

MOBI LE SOURCE CONTROL DI VI SION CH EF CRCSS: | f
we get through the study that we do to devel op the
performance standard, we learn that they can -- by using
all these technol ogies, they can be 40 percent all the way
around, |'massuming -- or asking the Board if we should
pur sue goi ng beyond that.

CHAI RPERSON NI CHOLS: To be nore ambiti ous.
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MOBI LE SOURCE CONTRCL DI VI SI ON CHI EF CRCSS:

Yeah, to be nore anbitious. Because it nay turn
out with all these new technol ogies that they can do
better. And | guess if we're going to be told to devel op
a procedure, then asked for the charge to do that --

BOARD MEMBER SPERLING | think we shoul d defer
that to Pavley 2.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Yeah,

I -- you know, in terns of timng, renenber, Pavley 2 is
next sumer. So that's actually the shortest timeframe
for the reg adoption. And the tinme to develop this
procedure for substituting for a 2015 or 2016 standard
woul d probably not be sunmer of 2010. It m ght be at

| east --

CHAlI RPERSON NI CHOLS: We're supposed to be
hearing back fromyou guys by the end of this year about
your thoughts, and then noving to a rul e-maki ng next
sumer for Pavley 2. So folding this into that tinme
schedul e is not such a bad --

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |l
I"mjust suggesting that that's pretty tight. | just want
you to know that's the qui ckest pathway, is Pavley. It's
not like the | ongest one. Even though the inplementation
of Pavley wouldn't be till 2017, we're planning on taking

it to the Board in |l ess than one year fromnow. So --
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BOARD MEMBER SPERLI NG  Yeah, but the distinction
is the Pavley 2 would be a -- what we're really doing is
tal ki ng about creating a true robust perfornmance standard.
So that while, yes, that in terns of the rule-naking it
woul d be quicker. But it would provide a clearer
framework for industry to -- you know, to be innovative
and to be planning ahead and how to be creative and the
rewar ds.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wel |
the reason | bring it up is because -- | agreed with
Supervi sor Roberts about, you know, the platform concept.
But | can pretty much tell you for certain that when we
get into this, it's going to be pretty darn conpli cat ed.
Because, as you said, sonetines it's the blowing the air
on you that feels good. They have cool ed seats. They
have ventilated seats. You know, tenperature isn't the
netric necessarily that determ nes whether you're
confortable. And all of these require procedures, and
that's the tough part.

BOARD MEMBER ROBERTS: Tenperature isn't
necessarily what we're tal king about. We're tal king about
heat gain through the envelope. And that's why it's --
we'll talk after the neeting, because | honestly think
it's easier than what you're thinking and it's easier than

some of the speakers would like to | ead you to believe.
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BOARD MEMBER D ADAMO  Well, we're going to get
all kinds of ideas because --
CHAI RPERSON NI CHOLS:  |'m sure.
BOARD MEMBER D ADAMO -- we're on a date, and

it's going to force the industry to come back to us with

i deas.

CHAlI RPERSON NI CHOLS: Ri ght.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: So
we'll do the best we can on any tineframe you want us to
do.

CHAI RPERSON NI CHOLS: Well, | mean | think the
only live issue here is whether we're going to 2015 or
2016. (O herwi se we've agreed that this rule starts as
proposed in 2012 and ranps up over a three-year period in
terms of the numbers of vehicles, the percent that are
covered. Right?

So | don't have a --

BOARD MEMBER TELLES: |If we do the 20 -- | mean
if we do all the side lights and everything, it's actually
a nore rigorous rule than what we initially started wth,
and | think the 2016 nmakes nore sense.

CHAI RPERSON NI CHOLS: All right. | can live with
that. | can live with that.

BOARD MEMBER BERG. Yeah, let's go with 2016

CHAlI RPERSON NI CHOLS: Al right. Then we'll go
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w th 2016.

Al right. Everyone is now thoroughly convinced
that the correct approach here is --

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Wbul d
it help if | repeated what | think we --

CHAI RPERSON NI CHOLS: Woul d you pl ease.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: -- for
the record?

CHAlI RPERSON NI CHOLS:  Yeah.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Okay.
My under st andi ng woul d be that 25 percent of the cars in
2012 woul d have to nmeet a 50 TTS standard for the
wi ndshield. And the rest of the proposal, 60 on the other
wi ndows and 30 on the skylight as proposed by staff.

CHAI RPERSON NI CHOLS: Correct.

CH EF DEPUTY EXECUTI VE OFFI CER CACKETTE: That
t he percentage of vehicles that have to conply in 2013
woul d go to 50 percent, in 2014 would go to 100 percent,
in 2015 woul d stay at 100 percent with the 50 TTS, and in
2016 it would drop -- the wi ndshield and everything el se,
all the side wi ndows and back wi ndow would drop to 40 TTS.

And we would do a -- attenpt to have a technica
revi ew and proposal as part of Pavley 2, which would be in
the sumrer of 2010. And the purpose there would be to see

if there are alternative ways to achi eve the sane
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obj ective and to see whether there are ways to exceed the
obj ective of 40 percent all the way around.

CHAlI RPERSON NI CHOLS: Ckay. Yes, | believe
you' ve accurately stated what we have conme to

BOARD MEMBER BERG But it is in fact "or
equivalent." So it isn't that -- | mean we're going to
get -- we're going conme up -- we're going to let industry
cone to us with alternative plans. And if it matches,
then they'll be able to do that, correct?

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Ri ght.
Al t hough on our side we night be, you know, trying to beat
it.

BOARD MEMBER BERG Well. That's okay.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: But,
yes. There wouldn't be an alternative unless it was as
good as 40 percent all the way around. |[|s that what
you're --

BOARD MEMBER BERG  And hopefully it's better.

CHAI RPERSON NI CHOLS: And hopefully it's better,
right.

Ckay. Before we can vote on this itemwe have to
go through the ex parte, which | think are going to be
nore extensive on this one than they were on the | ast one,
since there weren't any on the | ast one.

So I'll start with mine. Just going quickly
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through this. Beginning on June 9th, neeting with
California Strategies; the 23rd with Allied Materials;
23rd with the International Auto Manufactures; the 23rd
with Toyota; 24th with Pittsburgh dass; 24th with
Chrysler; the 24th with Alliance of Autonotive -- of Auto
Manuf acturers, the Alliance; and with Ford, all on the
24th. Yeah, it was a big glass day yesterday.

And | believe every one of them used the same
witten materials that they've used here with us today.

And it was very useful in giving me a preview of
what they were going to say, but nothing other than what
we' ve al ready heard

And I'Il start down on this end.

BOARD MEMBER BALMES: Yes. | had a phone cal
wi th Robert Vandal of Guardi an Autonotive, where basically
he made a simlar case that he did today. On the sane day
I had a phone call with Dan Adsit and Rich Bell of Ford
Mot or Conpany, basically saying points that were nade
today. And then on June 23rd was Steven Dougl as of the
Al liance of Autonobile Manufacturers. Again, sanme points
as made today.

BOARD MEMBER ROBERTS: | didn't talk to anybody.
But one of my staff nenbers did take a call from Dan Adsit
and Rich Bell fromFord. And according to what he told

me, it was consistent with the testinony we heard today.
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CHAI RPERSON NI CHOLS: Great.

BOARD MEMBER ROBERTS: By the way, his nanme was
Jason Farran.

CHAI RPERSON NI CHOLS: Ckay. Thank you.

None. Alright.

BOARD MEMBER YEAGER: Yes, on June 12th | had a
neeting with representatives from California Strategies
and Sout hwal | Technol ogi es. And the conversation very
closely mrrored what we heard today.

BOARD MEMBER BERG On June 15th, | had a phone
call with nmenbers from California Strategies on behal f of
Sout hwal I Technol ogy and Pil ki ngton, and a fol |l ow up Enail
fromTed Harris on June 23rd.

On June 18th, | had a neeting with Mtsubishi's
representatives.

On June 19th, | had a neeting with the d ass
Coating Products Division of Applied Materials.

On June 22nd, | had a phone call w th Honda and
Toyota and their representatives. Also on that call was
Chrysler.

And then | had a separate phone call from
Solutia, a glass company or technol ogy.

And on June 23rd, | had a phone call with Steven
Dougl as fromthe Alliance of Autonotive Manufacturers.

On June 24th, | got an Email from John Dunlap on
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behal f of Nissan.

On June 25th, | got an Email from NRDC and a
letter of support fromthe nine environnental - and
heal t h- based organi zati ons.

Al'l of my comunication was consistent with the
testinmony that we've heard today.

CHAI RPERSON NI CHOLS: You just rem nded ne. |
got an Emmil about Nissan as well. Thank you.

BOARD MEMBER TELLES: Last week | talked to M.
Ri chards with California Strategi es on the phone. And his
testinmony today was kind of a mrror of what he tal ked
about then.

BOARD MEMBER D ADAMO.  June 18th, a call from
d ass Coating Products, Applied Materials, and an
associ ate from Manatt, Phelps & Phillips. Aso a call
from Steven Douglas at Alliance of Autonobile
Manuf act urers.

June 22nd, a call with California Strategies on
behal f of Sout hwal |l Technologies. A call with Tony
Franoi s on behal f of EXATEC.

June 23rd, a call with M. Kwang with Sol uti a.

June 24th, received an Email from John Dunl ap
representing Nissan.

June 25th, call with Janes Tribble representing

Seki sui  S-LEC.
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And the discussions mrrored the testinony
present ed today.

| don't believe that N ssan testified though.

CHAI RPERSON NI CHOLS: They did not. They --

BOARD MEMBER D ADAMO  Ckay. So their Email
requested a delay in the regulation

CHAI RPERSON NI CHOLS: Correct.

BOARD MEMBER SPERLI NG  June 17th, a call wth
the Alliance of Autonotive Manufacturers.

June 18t h, Sekisui, Janes Tri bble.

Al'so on June 18th, a call with Southwall
Technol ogi es, Pilkington, and California Strategies.

Al so on June 18th, a call with Applied Mterials
and their associates, Manatt, Phelps & Philli ps.

June 19t h, EXATEC and KP Associ ates, a phone
call. Also that day with Chrysler, Ross Good.

June 23rd, Solutia.

June 23rd, also with NRDC. And also a call with
Sai nt-CGorbain Sekurit, Dr. Offermann. Also a neeting with
Toyota, several people from Toyota.

June 24th, the Association of Internationa
Aut onobi | e Manufactures, a neeting. A neeting also with
Pittsburgh G ass Wrks. A call with David Raney. And a
coupl e of those Enmails with Ni ssan and Enviros.

And as best as | can recall, they were consistent
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with testinmony or not.

CHAI RPERSON NI CHOLS: Before we vote - and
t hi nk based on our comments, it's clear how the vote is
going to go - I'd just like to say that if anybody thinks
that the Air Resource Board is a rubber stanp or a one
mnd on all issues, this discussion today surely proves
that the opposite is true, and in a very, very healthy way
I think. Because what we've ended up here with is a rule
that, although it phases in nore slowy than had
originally had been proposed, actually ends up with a nuch
nore aggressive approach a little bit further out and a
directive to staff to bring us sonething which is
consistent with their practice and ours and which we all
agree will be a nore conprehensive approach to reducing
t he greenhouse gases fromthe vehicles.

So while it took a little bit |onger than we may
have expected at the beginning, | think where we've ended
up is in areally good place. And | want to thank
everybody for helping to bring us to the conclusion

So | think we can do this on a voice vote.

WIIl all in favor of the proposal please say aye.

(Ayes.)

CHAlI RPERSON NI CHOLS: Opposed?

Very good.

Thank you.

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

274

And we will take a break now for approxi mately
ten minutes and then cone back

Thanks.

(Thereupon a recess was taken.)

CHAlI RPERSON NI CHOLS: Ckay. Qur next itemis a
public hearing to consider adoption of a proposed AB 32
cost of inplenmentation fee regulation, and proposed
amendment to the existing regulation for the mandatory
reporting of greenhouse gas enissions.

And we have a list of 15 people who've signed up
to testify. And | think if we nove smartly, we nay
actually be able to get through the Iist and still get
peopl e out at a reasonable hour this evening. So that
woul d be nmy goal

And | think we will get started. W have a
coupl e of Board nenbers who are in the back but they can
hear .

So why don't we start with the staff
presentation.

CHI EF DEPUTY EXECUTI VE OFFI CER CACKETTE: Okay.
Thank you.

As you know, the Board has approved the Cimate
Change Scoping Plan, which is California's -- well, you
know what it is. The plan calls for ARB, in coordination

with many ot her State agencies, to inmplenment over 70
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neasures to reduce greenhouse gas emnissions. The plan
stated that the inplementation of AB 32 will require a
stabl e and continuing source of funding, which ARB woul d
pursue with an inplenentation fee. The revenues fromthe
fee also will allow us to nmeet our obligation to pay back
| oans that had been used to fund the programto date.

Staff has worked closely with other State
agenci es and stakehol ders to devel op this proposed
regul ation to provide funding for inplenentation of the AB
32 program Al fee regulations are a chall enge, but
staff believes we have crafted a fair and equitable
proposal that recovers fees from85 percent of the State's
greenhouse gas emi ssions while ninimzing the
adm ni strative burden on both the State and the fee
payers.

We are al so proposing that those covered by the
exi sting mandatory reporting rules be required to use the
online reporting tool devel oped for the mandatory
reporting regulation in order to reduce adm nistrative
burden and ensure data quality.

Now, |'d like to introduce Jeannie Bl akesl ee, who
will make the staff's presentation

(Thereupon an overhead presentati on was

Presented as follows.)

MS. BLAKESLEE: Thank you, M. Cackette.
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Good afternoon, Chairman N chols, nenmbers of the
Boar d.

Today' s proposal consists of two regul atory
itenms: Adoption of a fee regulation to support
California's AB 32 program and an anendrment to the
exi sting mandatory reporting regul ation

W are all aware that California' s present
econom ¢ environment is |less than favorable, and this is a
difficult tine to propose a fee. Yet, we do not want to

| ose sight of our long-termgoals. Staff have gone to

great lengths to ensure that this fee will be reasonabl e
and will not be overly burdensonme to anyone.
--000- -

MS. BLAKESLEE: ARB staff is proposing to
establish a fee schedule to support the inplenmentation of
AB 32 by ARB and other State agencies. The fee would be
based on California's annual greenhouse gas em ssions and
t he budgeted administrative costs for the State agencies.

Staff also propose to require the use of the
Mandat ory Reporting Tool, which is currently voluntary, to
collect data for both the fee regul ati on and the Mandatory
Reporting Regul ation

Today | will begin with some background and then
provi de an overview of staff's proposal, followed by

di scussion of the proposed change to the Mandatory
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Reporting Regul ation
--000- -

MS. BLAKESLEE: Adopted in 2006, AB 32 put
California in the forefront of the efforts to address
climate change, setting the first conprehensive
econonmy-w de reduction goals. As you' ve already heard
today, we are in the process of inplenenting the Scoping
Plan with 12 regul ati ons adopted and many nore regul ati ons
and prograns to cone.

A stabl e funding source for continued
i npl enentation of the programis needed. The first years
of this program have been funded with | oans from speci a
funds. The Legislature has directed that ARB establish a
fee to cover ongoing costs and to repay these | oans with
interest and with a defined payback period?

--000- -

MS. BLAKESLEE: AB 32 gave ARB the authority to
establish a schedule of fees for its purpose of
i mpl enentation. This proposal will provide the dedicated
revenue needed to support California's climate mtigation
program

This concept was initially discussed in the Draft
Scopi ng Pl an one year ago at the June 2008 Board neeting,
and was al so included in the Scoping Plan approved by the

Boar d.
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The last three state budgets anticipated this fee
and specified payback of the start-up loans fromthis
revenue.

--000- -

MS. BLAKESLEE: The fee needs to be broad-based.
And today's proposal assesses the fee on 85 percent of
California' s total greenhouse gas em ssions, specifically
on the fossil fuels that are conbusted in California,

i ncluding fuels used for transportation and electricity
generation by industry, and in residences and comerci a
bui | di ngs.

The fee will cover the mmjor sources of
i ndustrial process greenhouse gas emi ssions. And the fee
will cover inported electricity.

In order to minimze the nunber of entities
subject to the fee, we propose to assess the fee upstream
neaning at the earliest point in the California's econony
where fuel delivery or production is intended for delivery
to consuners.

VWere it is not feasible to assess fees upstream
fees woul d be assessed on entities that consune fuels in
California. This approach would reduce the adm nistrative
burden of the regulation to both the fee payers and the
St ate.

The proposed regul ati on was devel oped over the
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| ast six nmonths through a series of workshops, public
review of draft regulatory | anguage, neetings with
af fected stakehol ders, and consultation with the other
State agenci es.

| should also note that ARB will need to reassess
this fee as the State's clinate change program matures,
especially as the Cap and Trade program devel ops.

If California establishes an auction under the
Cap and Trade program a portion of that revenue ni ght
substitute for sone or all of this fee.

--000- -

MS. BLAKESLEE: Because staff took an upstream
approach, this regulation will directly affect only about
250 entities. This slide shows the main categories
subj ect to the fee.

They include |arge natural gas distributors and
sone | arge users of natural gas, refineries and other
producers or inporters of gasoline and diesel fuel, cenent
manuf acturers, inporters of electricity, and other
facilities that combust coal

Staff eval uated assessing the fee at the point of
em ssion. But that would have neant that the fee woul d
have to be collected fromover 23 nillion passenger
vehicles, well over 10 million natural gas utility

customers, and in excess of 14 million electrical utility
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custoners, which would make this fee adm nistratively
i nfeasi bl e.

For gasoline and diesel fuel, staff also
eval uated noving the point of electric -- the point of
regul ati on for gasoline and diesel fuel to the ternina
rack instead of the refiner. Refineries are subject to
the fee due to their refinery emissions. So assessing the
fee for gasoline and diesel on the refiners mninmzes the
nunber of fee payers, sinplifying adm nistration of the
regul ation.

--000- -

MS. BLAKESLEE: Now that 1've discussed who will
be affected by the fee, I will discuss how ARB proposes to
set the fee

The fee is based on the cost to inplement AB 32,
or revenue required, and the total annual greenhouse gas
em ssions reported to ARB.

--000- -

MS. BLAKESLEE: The approved AB 32 costs are
based on the revenue needed for ARB and other State
agenci es beginning in the 2009-10 fiscal year. The costs
i ncl ude personnel, contracts, and equi pnent.

Staff were very restrictive in establishing the
eligibility criteria for AB 32 costs. The fee is limted

to those expenses included in an approved State budget.
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Requiring State budget approval prior to funding
eligibility should ensure an open and self-limting
process.

State agency adaptation projects and prograns
woul d not be eligible to receive revenue. State agency
conpliance costs, such as preparati on of environnenta
i npact reports, would not be covered.

The costs would al so include repaynment of the
| oans used to support ARB and Cal EPA i npl enentati on of AB
32 over the last two years.

--000- -

MS. BLAKESLEE: This slide shows the | oans ARB
and Cal EPA have received. For the 2009-2010 fiscal year
t he budget includes a |oan of $35 mllion for ARB and
CalEPA. If we are able to begin collection in spring
2010, we may not need the entire | oan

The 2009- 10 program costs for ARB, Cal EPA, the
Depart ment of General Services, California Energy
Conmi ssion, the Integrated Waste Managenment Board, and the
Depart ment of Food and Agriculture are currently estimated
at approximately $36.2 nillion based on the budget
approved in February. As you know, that budget is
currently being revised.

The programcosts will be deternmi ned each year

based on the approved budget.
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| should note that staff furloughs and the
Governor's mandated reduction in State contracts wll
reduce our costs, and this reduction will be reflected
when the required revenue is determ ned.
--00o0- -

MS. BLAKESLEE: Fiscal year '09-'10 is the
anticipated start year for this fee. For this year, staff
estimates that the revenue required is $49.7 mllion, with
36.2 mllion of that in programcosts and 13.5 mllion for
| oan repaynent.

A brief note on the initial timng of this
regul ation. The first year is a bit different than the
subsequent years, because the regulation will take effect
inthe mddle of the fiscal year. Entities would report
2008 data to ARB in January 2010. And in February ARB
woul d send a fee notice to affected entities. In spring,
entities would renmit the fee to ARB

In subsequent years, reporting will coincide with
a mandatory reporting requirenent to report data in June.

--00o0- -

MS. BLAKESLEE: The fee also relies on the tota
greenhouse gas em ssions. Each year entities would report
data to ARB using an expanded el ectroni c Mandatory
Reporting Tool. The reported data would include the

quantities of fuels consuned or supplied, process
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em ssions, and inported electricity. Use of the tool wll
provide quality assurance and ensure consi stent data
formatti ng.

--000- -

MS. BLAKESLEE: The cal cul ati on met hodol ogy | aid
out in the regulationis fairly straightforward. There is
a two-step process to calculate the fee.

First, ARB calculates the dollars per nmetric ton
of greenhouse gas emtted annually. To do that, we wll
di vide the revenue required, as determned by the State
budget, by the total greenhouse gas en ssions as reported
by the affected entities to calculate what we call a fee
rate. For fiscal year '09-'10 we've estimated the fee
rate to be 12 cents per nmetric ton of CQ2.

The annual fee for an affected entity is
calculated by multiplying the fee rate by the total tons
of em ssions based on each entity's reported infornation.

--000- -

MS. BLAKESLEE: In this econom c environnent, ARB
is very sensitive to this regulation's potential economc
i npacts on busi nesses and consuners. |In devel oping the
fee regul ation, ARB eval uated potential econom c inpacts
on snmall and | arge businesses and i ndivi dual consumers.
ARB expects the costs to be snall and the inpacts on

i ndi vidual s and busi nesses to be very slight. This slide
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provi des a breakdown of the increnmental costs based on our
current estinmate of the '09-'10 revenue requirenent.

Assumi ng that the fee is passed through, the fee
would result in a very snall increase in product price
seen by consuners:

Less than a tenth of a cent per gallon of gas;

Fi ve thousandths of a cent per kilowatt-hour of
electricity; and

Seven hundredths of a cent per thermof natura
gas.

Where we can, we will monitor howthis fee is
passed through to end users, such as nonitoring
proceedi ngs of the California Public Uilities Comi ssion.

--000- -

MS. BLAKESLEE: This slide presents sone exanpl es
of anticipated costs to businesses like famly
restaurants, such as Oive Garden or Sizzler; office
space; and grocery stores such as Safeway and Von's; as
wel | as an average househol d.

The cost inmpacts fromthe proposed regul atory
action are not insignificant, but we believe these costs
are reasonabl e and necessary to inplenment AB 32.

--00o0- -
MS. BLAKESLEE: As nentioned previously, staff

are al so proposing an anendrment to the Mandatory Reporting
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Regul ation to require the use of the electronic reporting
tool. The tool will be changed to accombdate the
entities subject to the fee and will allow the reporting
of additional information required to determ ne the fee.
For exanple, gasoline refineries would use the tool to
report gallons of gasoline produced, in addition to their
em ssions. Public utility gas corporations would report
thernms of gas delivered to all end users. This
information is currently not collected.

--00o0- -

MS. BLAKESLEE: As we worked with stakehol ders
since the proposal was released, staff is recomending a
few clarifications and nodifications. W are continuing
to work with our stakehol ders.

These include clarifications to the definitions,
and clarifications to the inported electricity section to
nore specifically identify the inported electricity that
is subject to the fee, and additions to the severability
cl ause.

We are al so proposing a change to the interstate
natural gas pipelines portion of the regulation. The
current version of the regul ation assesses the fee on
interstate pipelines based on natural gas they deliver.
Because of the regulatory structure, interstate pipelines

are unable to pass through the fee. Staff propose to
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assess the fee directly on custonmers that receive gas
directly fromthe interstate pipeline

Staff believes these nodifications inprove the
proposed regul ation

--000- -

MS. BLAKESLEE: This concludes ny presentation

Staff understands there are nany conplex issues
surroundi ng adoption of a fee regulation at this tine.
However, to continue to support AB 32 inplenmentation
staff recommends that the Board approve the staff proposal
with the recommended regul at ory changes.

Staff would be pleased to answer any questions
you may have.

And | thank you.

CHAI RPERSON NI CHOLS: Thanks, Ms. Bl akesl ee.

Are there any questions before we proceed to hear
fromthe w tnesses?

Al right. Then let's just go to our list of
Wi t nesses.

The first that | have here is Jill Wynot,
followed by Chris Marlia.

MS. VWHYNOT: Thank you very nuch. My nane is
Jill Whynot. I'mwth the South Coast Air Quality
Managenent District. And | thank you very much for the

opportunity to provide sone testinony today.
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VWhat | want to talk about is the aspect of the
regul ation that you heard about that would restrict
greenhouse gas reporting only through the online ARB tool.

At Sout h Coast we have devel oped a voluntary
optional component to our web-based em ssions reporting
systemthat can take the data that's needed for ARB
reports and send it directly, wi thout any ARB
i ntervention, to your agency.

It's actually a very inportant issue, not just to
the staff but also to our governing board, that we can use
such consolidated and stream i ned approaches. And | hope
to be able to convince you in the next mnute or two that
this represents good governnent, streanlining significant
cost savings and better custonmer service.

Sinply stated, what we're asking today is not for
you to approve the tool. What we're asking for is sone
| anguage changes that woul d enabl e us to continue the
evaluation of this tool. And if it passes all of the
requi renents and neets all the needs, and we can overcone
some of the concerns your staff has raised, then we my
ultimately be able to use this tool

And why this nakes sense is that we have hundreds
of facilities in the South Coast that will be doing
mandat ory greenhouse gas reporting. The

conbustion-rel ated equi pment, there's a very large overlap
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in the anbunt of data that is needed. So we estimate that
there's 75 or 80 percent of the data that a facility would
enter for our annual em ssion reports for criteria and
toxic pollutants that could then easily be transferred
over and be used for the greenhouse gases.

It would save a facility trenmendous tinme if they
did not have to then reenter this same data into the
online tool for ARB. And that translates into noney. And
in this econonmic tines, we really should be careful about
adding layers or additional costs where there may be ways
to get around that.

The anal ogy also is, in the proposed federa
greenhouse gas regul ations they're actually requiring use
of -- or recommendi ng use of just one online tool for EPA
We've made simlar coments to them Qur nodel -- or our
analogy is the federal income tax. W're all required to
file taxes. They have to go to the IRS. There is online
eFiling directly to IRS. But there's also a long list of
preapproved software. And that software gets the right
data, puts it in the right places. And there are
solutions to the technol ogy and security issues that have
been rai sed.

So our request, which we believe would be
consistent with your Board policy and direction to staff

to utilize existing infrastructure and try and streanli ne,
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is sinply that you add some | anguage to Section 95204(a)
in the fee reg and 95104(e) in the G eenhouse Gas
Rule - and | believe you have this in front of you -

CHAI RPERSON NI CHOLS: We do have your | anguage in
front of us.

MS. VWHYNOT: -- that would just be an equival ent
t ool

And we thank you very much for your
consi derati on.

CHAlI RPERSON NI CHOLS: Thank you.

Chris.

MR MARLI A: Madam Chair, Board nenbers. Good
evening, | guess it is now, or maybe |late afternoon. |
want to thank you for the opportunity to testify on this
item It's an inmportant itemto the South Coast, as Jil
has menti oned.

But | don't want to reiterate what Jill has said.
She brought up forward pretty clearly.

What | want to state is that this -- the proposed
| anguage is basically precluding the use of any
alternative tool, and that we have spent significant
resources devel oping a consolidated tool for reporting
criteria em ssions and greenhouse gas em ssions that we
think satisfies the requirenents of AB 32.

The Mandatory Reporting Rule as devel oped al | owed
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for the possibility of using an ARB-approved
di strict-devel oped tool. But the current proposed
| anguage basically precludes it. And that's our problem
is that we are seeking the opportunity to continue
devel oping this tool to ARB s satisfaction

We think the technology for doing this is good.
W think it is legal, as Jill has nentioned the anal ogy
with the federal incone tax. There is off-the-shelf
technology to handle all the legal issues. These issues
t hat have been brought up to us, for instance, the data
bei ng unaltered, and the data security issues associated
wi th people begin to intercept and change the data after
it's been submitted. W think these issues have been
addressed for over a decade.

The technol ogi es have been specified in
California's digital signature regulations that were
adopted in 1998. And they also included -- the
technol ogi es are al so tal ked about in EPA's cross-nedia
reporting regulation that was adopted in 2005.

So we don't see the issues associated with -- any
of the data concerns associated with doing this. The one
in particular is called public encryption or
infrastructure, which relies on public key cryptography.
And it's been around for 10 or 15 years and is very

mat ure, and can be used for data transfer between our
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agenci es very securely. And we don't see why it can't be
used.

So, in essence, we are proposing the |anguage
that Jill has recommended, to | eave open the option of
pursuing these. W' re not asking for ARB to adopt our
programas is. W' re asking for just the opportunity to
continue devel oping this with the hopes of in the end
having a tool that ARB can rely upon.

CHAI RPERSON NI CHOLS: Do you have a position on
what shoul d happen if a conpany operates in nore than one
air district in California as to how they should report?
Have you - -

MR MARLIA: Well, | believe the -- | believe the
mandatory reporting rule requires the reporting by
facility. A parent conpany can report for that facility.
But it's on a facility-by-facility basis, | believe.

CHAI RPERSON NI CHOLS: Say, if a parent conpany
homes busi nesses in both South Coast and el sewhere -
bel i eve South Coast is the only district that has this
i ssue, at least they're the only one we've heard from -

t he parent company would have to report in two formats
t hen, one through you and one for everything el se?

MR. MARLIA: Not the way we see it. Qur software

is totally voluntary. A facility can choose to use it or

choose to use ARB' s reporting tool
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CHAI RPERSON NI CHOLS: | see. (Ckay.

MR MARLIA: So if our tool doesn't meet the
requi renents of what they need to do, ARB's tool is stil
there to report.

CHAlI RPERSON NI CHOLS: Okay. Thank you.

Kristin Genfell and then Cathy Wol | uns.

MS. GRENFELL: Good evening. Kristin Grenfell
Legal Director of Wstern Energy and Climate Projects with
NRDC. And |'m speaking to you tonight in support of the
AB 32 Cost of Inplenentation Fee Regul ation

When California passed AB 32, we took a
| eadership role on confronting gl obal warm ng. And one of
the reasons that we did that was to position our econormny
to become a | eader in a carbon-constrained world.

Ri ght now CARB and ot her agencies are in the
m ddl e of inplenenting a world-class greenhouse gas
em ssions reduction program And the agenci es need a sure
source of funding to make sure that the staff can continue
i npl enenting those prograns.

AB 32 recogni zed the need to have funding for
staff, and so it authorized a fee. And the California
Legi slature in their 2008 budget required CARB to nove
forward with this fee.

The proposed fee before you today is fair and

equi tabl e, covering 85 percent of sources in California.
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And it is necessary to ensure that we can continue
devel opi ng our greenhouse gas enissions reductions
programs, which will position California for success in a
car bon-constrai ned world by naintaining our role of
| eadership in energy efficiency and technol ogi ca
i nnovati on.

At approxi mately $1 per Californian per year
this fee is a small price to pay for confronting gl oba
war m ng and transform ng our energy economy. W urge you
to approve it.

CHAlI RPERSON NI CHOLS: Thank you.

Cat hy Wool l uns, followed by Erika frank

M. WOOLLUMS: Thank you, Madam Chair, Board
nmenbers. M nane is Cathy Woollums. | amthe Senior Vice
President and Chief Environnental Counsel of M d-Anmerican
Ener gy Hol di ngs Conpany. W have six operating utilities
or energy conpani es under our unbrella. And |'mhere to
speak on behal f of the Kern River Gas Transm ssi on Conpany
t oni ght .

VWhen confronted with the i ssue of the potentia
fee inposition on interstate natural gas pipelines, we
engaged in a very constructive dialogue with staff. [|'m
pl eased to report that, based on the proposed anendnents,
our issues of concern have been satisfactorily resol ved

vis-a-vis potential interstate commerce concerns and the
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ability to pass on the fee. And our FERC jurisdiction
currently there is no nechanismto be able to pass al ong
such a fee.

So in that regard, we would hope that you will be
favorably di sposed toward the staff amendnents. And we
support the rule.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you very rmuch.

Eri ka Frank for the Cal Chanber.

MB. FRANK: Good eveni ng, Chairworman Nichol s and
the Board. FErika Frank. |'m General Counsel at Ca
Chanmber. And | am speaking this evening on behal f of 11
trade associ ations, which include the California Business
Property Association, California Chanber of Commerce,
California | ndependent O | Marketers Association
California League of Food Processors, California
Manuf acturers and Technol ogy Association, California Small
Busi ness Alliance, California Taxpayers Association, the
Howard Jarvi s Taxpayers Associ ation, the Nationa
Federati on of |ndependent Businesses of California, the
California Black Chanber of Commerce, and the Western
St ates Petrol eum Associ ation

Al'l of these associations are conmitted to
ensuring that regul ati ons such as that's proposed before

us today are adopted in a fair, open, and transparent

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

295
process.

To that end, yesterday the associations subnitted
ajoint letter to the Board requesting that it defer
action and to hold the comrent period open until at |east
t he next schedul ed hearing of July 23rd.

Qur request is based in part on a nunber of
itenms, one of which is: Since February, through your
Public Records Request, the associations have sought to
obt ai n docunentati on substantiating the proposed AB 32 fee
regul ation, with little avail, |eaving the associations
with no choice but to seek assistance fromthe court in
May .

In addition, details to staff expenditures were
not posted until June 1. And last Friday, 5,500 pages of
docunents were rel eased. And they were rel eased pursuant
to the Public Records Request that we made back in
February. And the information in these docunents and
records is inmportant in the fornulation of comrents on the
proposed regulation. And while we've done our best to try
and go through all the documents, our reviewis hardly
conpl et e.

Mor eover, pending court action related to the
public records request may i ndeed nake additiona
i nfornation available that will be inportant to the

formul ati on of our comments.
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Agai n, transparency on the manner in which
regul ati ons are proposed and adopted is what this is al
about. And it is for this reason that these associations
sought to obtain, and will continue to pursue,
docunentation to enable themto accurately coment on the
proposed rul e.

Unfortunately, we have not had a fair anpunt of
time to review, analyze, and fully and effectively comment
on the proposed fee.

And just to address the additional 15-day notice
of comrent period that's been proposed, due to the very
limted discretion that's typically available to the
Executive Oficer in that setting, this would not be an
appropriate way of ensuring that the associations have a
full and fair opportunity to comment and i nformthe Board
of its decision nmaking.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Susi e Berlin.

Ms. Berlin, representing Northern California
Power Agency.

Ckay. Norman Pedersen

Oh, I"'msorry. There she is. | didn't see you.

MS. BERLIN: Sorry.

CHAI RPERSON NI CHOLS: Ch, that's okay.
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CH EF COUNSEL PETER:  Madam Chairman, while she's
com ng down, | just want to correct a factual error in
the -- | would like to make a factual point.

The docurents that were produced in response to
the Public Record Act request last Friday was in response
to Public Record Act requests nade in May. The earlier
producti ons were made. There's been thousands of pages
produced. So --

CHAI RPERSON NI CHOLS: I n other words that was not
the only set of documents that's been produced?

CH EF COUNSEL PETER It's not the whole set.

And also it was not -- the infornmation produced | ast
Friday was not in response to the February 13th Public
Record Act request.

CHAlI RPERSON NI CHOLS: That one's al ready been
responded to.

CH EF COUNSEL PETER  There's been three Public
Record Act requests. The last two were in May. And the
docunents produced on Friday were related to that. | just
didn't want to | eave a msinpression that nonths had gone
by.

CHAI RPERSON NI CHOLS: Thank you. That's hel pful.
| appreciate that.

Ms. Berlin

MS. BERLIN: Thank you very much for this
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opportunity to speak. |'m speaking on behal f of the
Northern California Power Agency and al so MSR Public
Power .

NCPA is a joint powers agency conprised of
publicly owned utilities. NCPA has been an active
partici pant throughout CARB's rul e-nmaking or proceeding to
formthe Cap and Trade programas well as the
adm nistrative fee. And we appreciate staff's wllingness
to work with the stakehol ders to address certain issues.

However, with that said, there's still a few
i ssues that we think are -- need to be addressed further
One of themincludes the lack of a cap on the total anount
of the fee and the treatment of inported electricity
that's not actually consumed in California.

The electricity sector, which accounts for about
25 percent of em ssions, is going to be called upon to
nmake about 40 percent of the reductions. And the
addi ti onal burden associated with the inposition of the
admnistrative fee is not a trivial anount.

There are no cost-contai nnent neasures in the
proposed regulation or the statute. And accordingly there
isnolimt on the total costs associated with
i mpl enentati on of AB 32 or subject to collection through
the fee. Because the fee anpbunt is uncapped and the

proposed regul ati on has no term nation provisions, the
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total obligation to affected entities can and likely will
continue to increase fromyear to year

NCPA' s concerned that the fee structure is being
justified based on the current revenue requirenent and
that it is deened to be a de minins inpact on
i ndi vidual s, as NRDC said, "One dollar per individua
doesn't seemlike nuch." However, because the fee is
based on uncapped ampunts and because the proposed
regul ati on does not inpose the fee on each individual but
on entities that are responsible for paying the entire
amount, using a snapshot of the disaggregated inpacts
cannot be used to justify the structure.

The econonic review nmust | ook at the potentia
cunul ative inpacts of the fee in the long termand on the
actual entities responsible for paying the fee,
notw t hst andi ng the hope that those costs can be passed
t hr ough.

NCPA is al so concerned with the proposed
regul ation's inposition of the fee on electricity that is
i mported but never consumed in California. Failure to
recogni ze and exclude inposition of the fee on what are
basi cally financial transactions adversely inpacts the
electricity sector and jeopardi zes the efficient operation
of the entire western electricity grid. Retail providers

nmust be able to procure and schedule electricity using the
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nost effective and efficient transm ssion routes, and not
be constrained by concerns that excess fees nay be inposed
on these transacti ons.

The MSR Public Power Agency is conprised of the
cities of Mddesto, Santa C ara, and Reddi ng, and have
ownership interest in renewable and coal -fire generation
out of state. MSR s concerned that there's been
i nsufficient review of the inpacts on the fee in inported
electricity, which limts the cost effectiveness of
entity's ability to use out-of-state resources, risks
efficiencies in terms of scheduling electricity, and
i ncrease conpliance costs.

CHAI RPERSON NI CHOLS: | think that's it.

MS. BERLIN. Thank you.

CHAlI RPERSON NI CHOLS: Thank you very much.
Appreciate that point.

Ckay. Hi, Norm

MR. PEDERSEN: Hello, Chairman Nichols. Good
evening. | am Norman Pedersen for the Southern California
Public Power Authority.

SCAPPA submitted witten coments previously. A
menber of SCAPPA, the Los Angel es Departnment of Water and
Power, submitted witten comments to you today.

SCAPPA supports AB 32 and fully supports the

Board's inplenentation efforts. To that end, SCAPPA
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supports the inplenentation of an adm nistrative fee that
is well founded in law and policy so as to provide a
reliable flow of funds to the Board.

We are concerned, however, about the legality of
the extension of the fee to inported electricity. W
suggest that you reconsider the extension to inported
electricity. |If you elect to approve the extension of the
fee, we urge you to consider seeking an Attorney General's
opi nion about the extension and that in FSOR the Board
fully explain the |l egal support for the extension of the
fee to inported electricity.

If the extension of the fee to inported
electricity is retained, we urge two nodifications to the
ISOR  First we urge that the regulation be clarified to
assure that the fee will not be applied to electricity
that is wheel ed through California wthout being consunmed
in California, regardless of the way in which the wheeling
service is perforned.

Secondl y, when power is inported as the first |eg
of an econom c exchange arrangenent, we urge that the fee
apply only to one |l eg of the exchange, not both. 1In an
econom ¢ exchange with an inport and an export, only one
kil owatt-hour is consumed in California, not two. Thus
the fee should be charged once, not twi ce.

And just the last point. SCAPPA joins with
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others in urging the Board to consider capping or in sone
way containing the revenue requirenent that would be
recovered through the fee.

Thank you very much for your tine.

CHAlI RPERSON NI CHOLS: Thank you for your
testi nmony.

Andy Brown from Pacificorp, followed by
M chael een Mason

MR, BROMN: Good evening. M nanme's Andy Brown
fromEl lison, Schneider & Harris. 1'mhere this evening
for Pacificorp.

Paci ficorp, through its division, Pacific Power,
serves about 46,000 custoners in the far northern end of
California. Pacificorpis a nmulti-jurisdictional utility.
It operates in about six states.

W raised to staff some concerns about the

definition of "inported power." As M. Bl akesl ee pointed
out, there have been clarifications. Based on a review of
that |anguage this norning, it appears our concern has
been addressed. W' re going to have sone of our technica
people look at it sonme nore to nake sure there aren't any
i ssues and possi bly make sonme comments during the 15-day
peri od.

But other than that, we do appreciate the staff's

attention to our specific multi-jurisdictional concerns.

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

303

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Ms. Mason.

MS. MASON: Good evening. M nanme is M chael een
Mason and | amthe Director of Regulatory Affairs for
Western States Petrol eum Associ ati on.

WEPA has al ready submitted a detail ed conment
letter that delineates our mjor concerns with the
proposed regul ation as a whole, such as it not being broad
based, not econony-w de, not equitable, not transparent to
the ultimte greenhouse gas emitter, to nane a few. So |
will not go into all of them here

However, | do want to draw your attention to one
of the flaws in the proposed regulation. Section 39600
and Section 39601 of the Health and Safety Code authori zes
ARB to adopt a fee regulation to be paid by sources of
greenhouse gas em ssions. In order to do this, the fee
regul ati on must be levied as directly as possible on those
responsi ble for the greenhouse gas em ssions.

Fuel s in and of thenselves are not sources of
greenhouse gas enissions. The source of greenhouse gas
em ssions related to the use of these fuels is the
facility or equi pnent in which the fuel is conbusted.

Conbustion clearly does not occur at the

producer-inporter |level as used by CARB in the proposed
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rule -- regulation. So fuel producers and inporters
cannot be consi dered sources of greenhouse gas em ssions.

I f CARB reasonably deternines that it would be
admnistratively difficult to levy a fee directly on
emtters who conbust transportation fuels, such as at the
punp, CARB nust consider other collection nethods.

WSPA proposes that CARB adopt a fee structure
that parallels current federal and State collection points
for notor fuel excise taxes. This proposed structure
woul d reduce conpliance costs and avoid the need for
expansi ve and successive new regul ations to address the
novel point of collection at the refinery gate.

WEPA has been working with staff on this option
and respectfully requests the Board consider this. W
woul d I'i ke to suggest the Board consider havi ng WSPA
continue to work with the CARB staff and Board of
Equal i zation to find the nost acceptable solution for al
i nvol ved.

| have a nodification to Section 95204 for the
Attachnment B to the regulation for your perusal should you
deci de to have the Board consider this and to have the
Executive Oficer in his 15-day package address that.

CHAlI RPERSON NI CHOLS: well, thank you. |If you
haven't already, please submit it to the clerk and we'l]l

get it distributed.
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MS. MASON: Thank you.

CHAI RPERSON NI CHOLS: Ari Frink, followed by
Nor man Pl ot ki n.

MR. FRINK: Good eveni ng, Madam Chair and nenbers
of the Board. M nane is Ari Frink and |I'm here on behal f
of the Planning and Conversation League.

Wth the State budget in crisis, AB 32 needs al
the fundi ng and support it can get to keep up nonentum
t hrough these tough econonmic tinmes. The adm nistrative
fee is an equitable option to fund AB 32 inplenmentation
and woul d pass on a snmall cost to California residents in
return for climte change solutions. | urge you to
support the fee.

Thank you.

CHAlI RPERSON NI CHOLS: Thank you.

Nor man Pl otkin, followed by Dorothy Rothrock

MR. PLOTKIN: Thank you, Madam Chair, Honorabl e
Board Menmbers. 1'Il try and follow that exanple of
brevity. Representing the California | ndependent
Pet r ol eum Associ ati on.

CHAI RPERSON NI CHOLS: It was very effective.

(Laughter.)

MR. PLOTKIN: Then I'Il be very short.

The California | ndependent Petrol eum Associ ati on

understands that the fee, |ike the Scoping Plan, nust be
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done pursuant to AB 32. Wth that said, we would like to
associ ate ourselves with the comrents nade by Ms. Frank -
not to be confused with the previous witness, M. Frink -
and the Chanber and the associ ated associ ations about the
flow of information.

We've submitted coments for your review. 1In the
conments we try and explain the concern about the data
rel ease. There's the common carbon cost equation. And it
has a nunerator and a denonminator. The denom nator is the
em ssion factors times the quantity of the natural gas
plus the quantity, et cetera, which is below the
nunmerator, which is the TRR, the total revenue
requirenent. W got lots of data on the denom nator, not
so much data on the nunerator. So that's where we're
| ooking for a little help from you.

The regul ation has a few problens in our view.
We've articulated themin our comrents, many of which are
probably going to be decided in another jurisdiction.

However, the real problens for us with respect to
fee -- let ne just point out that we did interact with
your staff to a great extent and found themto be very
open and cordial in trying to understand how this fee
woul d apply to us.

The problemfor us is that we can't pass the cost

to this fee on. Wen we're burning associ ated gas on-site
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in production facilities, it's to generate distributed
generation electricity to run our processes.

The uni ntended consequence that we fear here is
that, to escape paying the fee, we nay flare the gas and
then just put increased demands on conventi ona
electricity.

Wth that said, the other thing that's out there
| ooming very large for us is the fact that -- we were
gi ven sone confort that this would only apply to those who
are mandatory reporters and emt at 25,000 tons, and woul d
then therefore spare many of our smaller nmenbers. But
then we're participating in other proceedi ngs wherein
we' re tal ki ng about conformng to the Western Climate
Initiative and reducing 25,000 tons to 10,000 tons. And
so there goes our confort |evel.

So we just want to put that on your radar screen
to consider holding that at the 25,000 ton nark so that if
there is novermrent to conformwith WCI, it doesn't sweep up
a whole lot nore of our nmenbers and therefore require the
flaring of nore of this gas.

At any rate, we'd like to be able to continue to
use it in our production

And thank you for this opportunity.

CHAlI RPERSON NI CHOLS: Thank you.

Ms. Rothrock, followed by Bruce MLaughlin.
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MS. ROTHROCK: Thank you, Madam Chair and nenbers
of the Board. M nane's Dorothy Rothrock. I'mwth the
California Manufacturers and Technol ogy Associ ation.

The California Manufacturers care about the fee
regul ati on because every additional cost burden adds to
our already very high cost of doing business in the State.

The Ml ken Institute's just released a new report
about manufacturing in the State. | urge you all to take
a look at that. They describe howinportant it is and how
manuf act uri ng enpl oyment has declined since the year 2000.

They say, quote, "California's been progressively
| osing nore of its manufacturing enploynent, particularly
hi gh val ue-added manufacturing, to other states, such as
Oregon, Texas, M nnesota, and Washington." Mlken cites
hi gh taxes and regul atory burdens for an unfavorable
manuf acturing climate.

So we need to make sure that we're not paying
nore than it's justified under the | aw

And gi ven inportance of the fee reg, we're
di sappoi nted that we've not been able to understand and
verify the underlying data for the fee calculation. W' ve
earnestly attenpted to obtain the informati on we need,
both informally and through the public records request.

Based on what we have so far, there are stil

di screpancies to be resolved. These go to how much shoul d
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be raised by the fee, who should be paying the fee, and
how much shoul d be paid by each payer. And there are nore
docunents being withheld that we're not sure are
justifiably confidential. There's a matter of dispute |
beli eve with whether or not the original request in
February has been accurately replied to. And there are
11,981 pages of records fromthe -- that were requested
t hat have been withheld by CARB. And we're not sure at
this point whether that's justifiable that those have been
wi t hhel d.

So the letter goes into much nore detail on these
points. But the bottomline is we request a 45-day
ext ensi on of the coment period so that we can get the
materials we need and do sone good comrents on the rule.

So thank you very much.

CHAI RPERSON NI CHOLS: (Okay. Bruce MlLaughlin
foll oned by Bonni e Hol nes- Gen.

MR, McLAUGHLIN:  Bruce MLaughlin for the
California Miunicipal Wilities Association. W represent
the public alone electric utilities in the State of
California. CQur menbers include both SCAPPA and NCPA
L. A, Redding, Roseville, et cetera, SMJD

And we filed coments, so I'Il just direct you to
those. W filed themthis norning.

And primarily we support of course SCAPPA and
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NCPA's comments. But | want to bring up the issue of
energy exchanges. This is a strong policy in California
to pronote energy exchanges. And the Health and Safety
Code 38562 woul d pronpte these al so because AB 32 is
supposed to minimze costs and maxi nize total benefits to
California, also benefit the econonmy, public health and
the environment and achi eve overall societal benefits.

Ener gy exchanges do this by utilizing hydro
resources up in the northwest. Wen they have | ow | oad
and we have peak | oads, we transmit them down here. And
vice versa. Wen we have high energy capability and | ow
load - that's in the winter - and they need our |oad, we
ship it back to them And so these are energy exchanges.
And because of this, we don't have to build certain
power pl ants. W can defer or offset construction of
power pl ants. So that obviously inproves the public health
and al so | owers costs.

So there's a strong, strong policy argunent to
encour age energy exchanges. Ri ght now we believe that the
mandat ory reporting regs are not discrete enough to
identify the proper energy exchange allocations. And
entities like M. Pedersen nentioned, they' re getting
doubl e charged for some transactions.

We're also working with staff up until the | ast

m nute here to get a good definition of wheeling in the
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15-day | anguage. It's not quite out yet, but | think
we're getting sonething good. Wen we have a definition
of wheeling, that mght help sone of the transactions not
have a doubl e charge. But we would |ike you to direct
staff to continue to work with us during this ensuing
peri od before the new | anguage cones out to possibly
figure out ways to identify proper energy exchanges and
all ocate the single charge, or the zero charge if they're
zero enissions.

CHAlI RPERSON NI CHOLS: Thank you.

MR McLAUGHLIN:  Thank you.

CHAI RPERSON NI CHOLS: Bonni e Hol nes- Gen, foll owed
by Bill Magavern.

MS. HOLMES- GEN:  Good eveni ng, Chairman N chol s
and Board nenbers. Bonnie Hol mes-CGen with the American
Lung Association of California.

And we are pleased to be here in strong support
of your Board noving forward tonight to adopt this fee
regul ation. And we do believe this action is |ong
overdue. We believe that it's not only fiscally
responsi ble, but this is necessary, as has been stated by
ny coll eague from NRDC, to support the Board's
groundbr eaki ng work on AB 32 and, frankly, to address
significant public health challenges that we're facing in

the State.
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We believe that this regulation is fair and
equitable. It's broad based. And we think the staff has
done a great job in crafting the regulation. And we
conpletely agree with the inmportance of placing the cost
of AB 32 inplenmentation on these najor sources of
greenhouse gas em ssions. That is certainly the way to
go.

And the key nmessage we want to send is that we
feel this fee is really tiny conpared to the nonunenta
public health inpacts of clinmate change from poor air
quality, heat waves, forest fires, and all the other
i npacts. And the cost that the public health sector wll
be bearing are huge, in the billions of dollars, to face
these inpacts, to build out the public health
infrastructure that's needed to respond to address the
illnesses, hospitalizations, premature deaths and all of
those inpacts that are going to occur fromclimte change

So we urge you to nmove forward. W' re not
surprised to hear the protests fromindustry. |'msure
you're not surprised also. And we urge you to adopt the
fee today.

CHAlI RPERSON NI CHOLS: Thank you.

M. Magavern. You are our |ast wtness.

MR. MAGAVERN. Thank you. Bill Magavern with

Sierra Club California, in strong support of this rule
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because we do support the principle that the polluters
shoul d pay for the costs of reducing pollution. And in
this case the Legislature actually already nade that
decision and told you to enact a fee on the polluters.

And this is a good proposal to do that. And it's not
surprising that your major opposition is conmng fromthose
who woul d have to pay the fee, because they are
responsi ble for nost of the enissions.

Sone of the major points in favor of this fee:

It covers 85 percent of the greenhouse gas
em ssions in the State - that's really very inpressive -
and does it very efficiently by assessing the fee
upstream

It pays back the | oans, which is only fair
because those were | oans and sone of them cane from
prograns that al so have inmportant environmental goals like
recycling.

And al so very inmportant, | think, that it
i ncludes inported electricity. AB 32 specifically
addresses accounting for electricity inports. And of
course since nost of our coal-fired electricity, virtually
all of it, is inported - and that's the nost
carbon-intensive formof electricity production - it's
very inportant that we include that.

So with that, I'lIl wap up. And | hope to stil
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have tine to go toast Tim Carm chael

CHAI RPERSON NI CHOLS: You're actually filling the
Ti m Carmi chael position here as the | ast speaker on the
item So I'mglad to know that Ti m appointed a successor
at least for that job.

Ckay. So we are now concl uding the public
testinmony on this item And we've heard | think a nunber
of interesting coments as well as concerns.

I want to make a couple of comrents and t hen nake
a suggestion about how to proceed here.

I am concerned by a couple of the coments that |
heard that there are sone | oose ends here that need to be
addressed. And |I'mparticularly interested, because of
its relevance to the Cap and Trade program that we have a
proper accounting systemfor inported electricity and for
electricity exchanges. | think this is one of those areas
where we're blazing a trail inthis regulation, and it is
i mportant that our accounting systemdo it right.

I'"mnot surprised by the WSPA position about
wanting to see purchasers of their product pay directly or
have to be taxed directly or fee directly, however you
want to call it, have to pay directly rather than having
to collect and transmt the nmoney thensel ves, because
that's been their position consistently across the board

for many, many years now. It does remind me a little bit
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of the old, you know, guns don't kill people, people kil
peopl e argunment. But actually that's true. | nean it's a
true fact. It's just a question of sort of what is the

nost efficient and cost-effective way to address the harm
that's done directly. |In this case we're not even trying
to address harm We're not trying to send the public a
nessage that they should use | ess gasoline through this
regulation. | think the Legislature is very clear that
we're only trying to collect enough noney to actually pay
our direct costs of running this program This is not
designed to raise funds to reduce carbon, and | think
that's quite clear.

So we have the electricity issues to deal wth.
And then we have this -- you know, it's cordial here. But
when people go the court, it's not cordial. And the
Public Records Act litigation, although it's stirred up a
ot of dust, really I think is a distraction, because the
fact is that there's no secrecy about what it costs to run
government prograns. Qur budgets are extensively made
public and can be seen by anybody who wi shes to | ook at,
you know, how we spend our nopney.

On the other hand, we haven't really heard a
constructive alternative suggestion com ng fromthe
California Chanber or the CMIA, if we have to assess a

fee, if we are required to charge for this program how do
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they think we should charge for the program or is there
sone way they think we could do it, you know, that would
cost their menbers | ess noney and still acconplish a good
result.

If there's going to be nore time spent working on
this, I think it should be spent in constructive dial ogue,
whi ch woul d i ncl ude some positive role for those who are
sinmply using their time and energy to attack ARB' s
record- keepi ng procedures.

So having said all of that, I"'mstill of the mnd
that this is a very inmportant regulation that we do want
to get right, especially in Ilight of the economc
conditions that we're living with at the nonent. And |
woul d be in favor of closing the hearing at least at this
point, unless there's any new information that's generated
in the interval that would lead to a substantial change in
t he proposal, asking the staff to address the issues that
have been raised by the w tnesses here today and gi ve us
sone additional response in witing, and put this item
over until our next schedul ed Board neeting, which is in
Supervi sor Roberts' territory in San Di ego.

So that would be ny recommendation for how to
proceed, is to close the record but to not take action
t oni ght .

BOARD MEMBER BERG. Then would we need to nove to
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table? Wuld that be the procedure?

CHAI RPERSON NI CHOLS: |I'mnot sure technically if
that's required.

The | awers want to tell us whether we have to do
that or just hold the natter over?

ASS| STANT CHI EF COUNSEL JENNE: Yes, you woul d
just hold the matter over until next nmonth. It would be
just a -- | forget the name exactly that Roberts Rul es of
Order uses. But | think the concept is clear, you're just
not deciding today, you're going to wait till next nonth
and deci de then.

CHAI RPERSON NI CHOLS: COkay. Till our next Board
neeting, which has a date and place certain. It's in San
Di ego on July the 23rd.

BOARD MEMBER ROBERTS: Coul d be appropriate to
cone to San Di ego and have a mmjor fee addition.

(Laughter.)

BOARD MEMBER ROBERTS: | don't want our paper to
mss it, you know.

(Laughter.)

CHAI RPERSON NI CHOLS: |'msure they wouldn't mss
it anyway. They have a very sharp reporter who spends a
ot of time at our neetings.

But at this point, that's ny proposal. And

wi t hout objection, | think we can do it. But if Board
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nenbers have questions or issues that they want to raise
tonight that they'd like to see the staff invest, this
woul d be a good time to do it in the next few m nutes
bef ore we adj ourn.

Yes

BOARD MEMBER TELLES: The South Coast Air
Pol lution Control District suggested that you use their
protocol or their way of recording greenhouse gases and it
woul d reduce redundancy in the way of doing this. And it
makes a whole lot of sense. And |'msure other air
pol lution control districts are working on the sane type
of thing.

Now, one thing they didn't ask is that -- are
t hey asking also for funding for sone of that effort?
know we had a resolution when this -- they aren't.

Al right. That's all

(Laughter.)

CHAlI RPERSON NI CHOLS: They're not asking for
f undi ng.

BOARD MEMBER TELLES: Well, what | was referring
to, that we had a resolution that | think was approved to
i nvolve the air pollution control districts in this
process and also to have some funding, if ny recollection
is right. And in reading the proposal, it sounded like

there would be no funding to the air pollution contro
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districts for doing some of the groundwork, if |I'mreading
it right.

CHAI RPERSON NI CHOLS: Yeah, the data collection
i ssue has been treated in a different way | think in sone
respects fromsonme of the other regulatory requirenents.
As you will recall, this norning we passed a regul ation
dealing with landfills that explicitly gave a role to the
districts in inplementing that regulation. And to the
extent that it's appropriate, you know, and subvention
funds can be used for that purpose or there are other
funds available, | think it is appropriate that there be
funding available to the districts to participate in doing
t hat .

I think there's an inmportant distinction in terns
of the conparability and the integrity of the em ssions
dat a about carbon that is different here with respect to
what ARB is doing, as is evidenced by the fact that, you
know, we haven't even adopted the fee regulation and we're
al ready being sued and there are denands being nade for
our dat a.

We have to be very, very careful about every
aspect fromthe beginning to the endpoint of how data are
generated that are going to be part of this fee
regul ation.

Havi ng said that, you know, | think we should
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al ways be open to new and better ways of doing things,
especially if it's sinpler for the reporters.

VWhat interests me is that we haven't heard from
any other districts other than South Coast on this
particul ar i ssue. And we haven't heard from any of the
conpani es that they want to be able to report to the
districts as opposed to ARB. And | think frankly the
reason for that is that nmost industries in this state are
hopi ng that we're going to devel op a robust cap and trade
system and that that will be a statew de program not
sonet hing that's done at the local |evel.

So, | think staff has been open to trying to find
a way to work with South Coast District on this issue,
because it clearly is something that South Coast cares
very deeply about because, you know, they have nentioned
it on a nunber of occasions. And | would encourage them
to continue to try to find a way to do that.

But there are both | egal and practical reasons
why it really is essential that data that we're going to
use for AB 32 purposes has to come in a formand -- you
know, in a clean formw thout being touched by any ot her
hands, so to speak, and also in a format that is identica
for all of the reporters. | think if those objectives are
nmet, ny understanding is that the staff doesn't have any

objections to different software, you know, being
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enpl oyed.

I"mturning to Lynn Terry because this is her
ar ea.

DEPUTY EXECUTI VE OFFI CER TERRY: Sure. | guess
just froma factual standpoint, the reporting is actually
done for this year. N nety percent are registered.

Ei ghty percent have fully conpleted the reporting, which
was due on June 1st. And so what we're really talking
about is in the future would there be another system

t hr ough whi ch reporting could be done a year from now.

And as Chairman Nichols just nentioned, the cap
and trade devel opnent process will be one opportunity to
| ook at this reporting again. And we fully expect that
our reporting regulation will be nodified in that process.

So we will be continuing to ook at this
reporting issue.

But froman efficiency standpoint, since the
reporters have already conmpleted it this year, all of the
data has been entered into our ARB server. So next year
it's very efficient for themto sinply go in and update
those fields that have changed, for exanple, their fue
consunption information.

So, we think that it's a very efficient system as
it's designed today and being inpl enented.

And we are -- we've already talked with the
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di stricts about sharing the data, that we could
essentially send the data to them once we receive it
al nost sinmultaneously. So there would be no need to rekey
the data at the district |evel because we would
i mediately share it with them

CHAI RPERSON NI CHOLS: So | hope that addresses
the --

BOARD MEMBER TELLES: It does. And this came up
in our district. And one of the issues that sonme of us
made was that there would be sone standardi zed way of
doing this. And that not every district devel oped their
own way of reporting and all that, and it sounds |ike
they' re working on that.

CHAI RPERSON NI CHOLS: That's what they're trying
to do.

Ckay. Thank you very nuch.

Unl ess there's any public coment in the generic
public comment category here this evening - seeing none -
we will stand adjourned until tonorrow norning.

Thanks everybody.

(Thereupon the California Air Resources

Board neeting recessed at 6:00 p.m)
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