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            1                     P R O C E E D I N  G S 
 
            2 
 
            3                            --o0o-- 
 
            4 
 
            5            CHAIRPERSON NICHOLS:  Ladi es and gentlemen, 
 
            6   good morning.  Happy Earth Day.  We  are about to begin 
 
            7   the April 22, 2010 public meeting o f the Air Resources 
 
            8   Board, so I will call the Board to order, and as our 
 
            9   first order of business we will sta nd and say the Pledge 
 
           10   of Allegiance to the flag. 
 
           11            (Thereupon the Pledge of A llegiance. 
 
           12            was recited in unison.) 
 
           13            CHAIRPERSON NICHOLS:  Will  the clerk please 
 
           14   call the roll. 
 
           15            BOARD CLERK ANDREANI:  Dr.  Balmes? 
 
           16            BOARD MEMBER BALMES:  Here . 
 
           17            BOARD CLERK ANDREANI:  Ms.  Berg? 
 
           18            BOARD MEMBER BERG:  Here. 
 
           19            BOARD CLERK ANDREANI:  Ms.  D'Adamo? 
 
           20            BOARD MEMBER D'ADAMO:  Her e. 
 
           21            BOARD CLERK ANDREANI:  Ms.  Kennard? 
 
           22            BOARD MEMBER KENNARD:  Her e. 
 
           23            BOARD CLERK ANDREANI:  May or Loveridge? 
 
           24            Mrs. Riordan? 
 
           25            BOARD MEMBER RIORDAN:  Her e. 
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            1            BOARD CLERK ANDREANI:  Sup ervisor Roberts? 
 
            2            BOARD MEMBER ROBERTS:  Her e. 
 
            3            BOARD CLERK ANDREANI:  Pro fessor Sperling? 
 
            4            BOARD MEMBER SPERLING:  He re. 
 
            5            BOARD CLERK ANDREANI:  Dr.  Telles? 
 
            6            BOARD MEMBER TELLES:  Pres ent. 
 
            7            BOARD CLERK ANDREANI:  Sup ervisor Yeager? 
 
            8            Chairman Nichols? 
 
            9            CHAIRPERSON NICHOLS:  Here . 
 
           10            BOARD CLERK ANDREANI:  Mad ame Chairman, we have 
 
           11   a quorum. 
 
           12            CHAIRPERSON NICHOLS:  Than k you. 
 
           13            I trust all of you made yo ur way through the 
 
           14   Earth Day festivities downstairs.  For the last couple 
 
           15   of years CalEPA has combined take y our child to work day 
 
           16   with Earth Day.  And so the employe es not only have 
 
           17   their children here, but they have a whole set of 
 
           18   exhibits and demonstrations going o n.  I believe the Air 
 
           19   Resources Board is responsible for three of those 
 
           20   exhibits.  One of them I know relat es to fuel cells, and 
 
           21   one of them is a "building a cloud"  exhibit which is 
 
           22   supposed to be quite fun.  So durin g the break I hope 
 
           23   that you'll all get a chance to go down and make your 
 
           24   way through it.  You don't have to be a kid to 
 
           25   participate in the activities, and they really are 
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            1   educational. 
 
            2            A couple of announcements for housekeeping 
 
            3   purposes.  I want to make sure ever ybody knows that 
 
            4   there are emergency exits at the re ar of the room and 
 
            5   that in the event of a fire alarm w e're required to 
 
            6   evacuate this room and to go down t he stairs and out of 
 
            7   the building until we hear the all clear signal and then 
 
            8   we can return to the room and resum e the hearing. 
 
            9            Again, for anybody who is not familiar with the 
 
           10   procedures, we have staff outside t he auditorium with 
 
           11   cards to sign up.  If you wish to s peak you are asked 
 
           12   but not required to include your na me on the speaker 
 
           13   card.  We do impose a three-minute time limit, 
 
           14   generally, on public comment simply  so we can get to 
 
           15   everybody who wants to speak.  So w e appreciate it if 
 
           16   when you come up to the podium you state your full name 
 
           17   and then just speak in your own wor ds rather than 
 
           18   reading a prepared text.  If you ha ve written comments, 
 
           19   they will be distributed to the Boa rd. 
 
           20                             -o0o- 
 
           21            CHAIRPERSON NICHOLS:  Okay .  With that, I 
 
           22   believe we go straight to our first  agenda item which is 
 
           23   an update from the staff on the imp lementation of AB 32 
 
           24   Scoping Plan.  We're going to hear from staff about 
 
           25   their progress since they last upda ted us in November of 
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            1   2009.  We are clearly approaching t he home stretch as we 
 
            2   work to complete development and ap proval of all of the 
 
            3   greenhouse gas emissions reduction measures that were 
 
            4   identified in the Scoping Plan by t he statutory deadline 
 
            5   which is the end of this year. 
 
            6            So it's obviously importan t for the Board and 
 
            7   the staff that we maintain our focu s and make sure that 
 
            8   we are keeping our momentum.  Howev er, I think as is 
 
            9   evident from our meeting yesterday afternoon, we're also 
 
           10   in a situation that is somewhat mor e challenging than I 
 
           11   think anyone anticipated when the b ill was passed, and 
 
           12   so the amount of attention to the r elationship between 
 
           13   AB 32 and the state's economy has n ever been more 
 
           14   intense than it is right now.  And I think that 
 
           15   yesterday's proceeding went a long way towards at least 
 
           16   clarifying what we know as well as what we don't know 
 
           17   about how models and other economis ts' tools can help us 
 
           18   understand better how we can craft our plans in a way 
 
           19   that addresses both the energy chal lenges that the state 
 
           20   has and also deals with the very di fficult economic 
 
           21   times that we're in as well. 
 
           22            The report that we're abou t to hear is one of a 
 
           23   series of regular updates and is in tended to be 
 
           24   informational only in terms of the activities of the 
 
           25   staff to date.  It's not meant to b e a rehash of 
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            1   yesterday's economic symposium.  I think that we aired 
 
            2   those issues quite adequately.  And  although I'm sure 
 
            3   we'll get new information from time  to time, we've now 
 
            4   completed our review of the Economi c Impact Analysis 
 
            5   Report and the review by the EAAC c ommittee. 
 
            6            So with that, Mr. Goldsten e, would you please 
 
            7   introduce this item. 
 
            8            EXECUTIVE OFFICER GOLDSTEN E:  Thank you, 
 
            9   Chairman Nichols.  As you mentioned , today's update is 
 
           10   part of the ongoing series of updat es to the Board on 
 
           11   our progress to develop measures th at implement the 
 
           12   Climate Change Scoping Plan.  As pa rt of this month's 
 
           13   progress report we also wanted to u pdate the Board on 
 
           14   many ongoing activities that comple ment the successful 
 
           15   integration of Scoping Plan measure s into the 
 
           16   development of a green economy. 
 
           17            This includes working with  partners on several 
 
           18   initiatives that include the Americ an Reinvestment and 
 
           19   Recovery Act funds that will enhanc e early emissions 
 
           20   reductions, green technology develo pment and venture 
 
           21   capital investment, the development  of green jobs and 
 
           22   training and outreach to small busi nesses and local 
 
           23   governments. 
 
           24            Although these aren't the regulatory activities 
 
           25   normally associated with what we do , they are 
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            1   nonetheless crucial to the success of AB 32. 
 
            2            I would now like to have M s. Tabetha Willmon of 
 
            3   the Office of Climate Change begin the staff 
 
            4   presentation.  Tabetha? 
 
            5            AIR POLLUTION SPECIALIST W ILLMON:  Thank you, 
 
            6   Mr. Goldstene. 
 
            7            Chairman and Board Members , it's my pleasure to 
 
            8   be here today to present our Climat e Change Scoping Plan 
 
            9   Implementation Update. 
 
           10            Prior updates to the Board  on the Scoping Plan 
 
           11   have focused mainly on the implemen tation status of the 
 
           12   regulations needed to achieve the 2 020 emission 
 
           13   reduction goal.  Today I'll provide  a brief update on 
 
           14   our progress for implementing these  measures including 
 
           15   an update on federal activity and a  preview of upcoming 
 
           16   milestones. 
 
           17            I'll also touch on some of  the important 
 
           18   nonregulatory activities that we an d our partners are 
 
           19   undertaking to help pave the way fo r successful 
 
           20   implementation of AB 32. 
 
           21            As you know, the Climate C hange Scoping Plan 
 
           22   includes over 70 measures to implem ent AB 32.  To date 
 
           23   the Board's approved 14 of the 30 A RB regulations 
 
           24   identified in the Scoping Plan incl uding all nine 
 
           25   Discrete Early Actions.  Together t he measures that have 
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            1   already been approved, including th ose by other 
 
            2   agencies, will reduce our emissions  by about 78 million 
 
            3   metric tons in the year 2020.  This  is almost half of 
 
            4   the emission reductions needed to g et back to the 1990 
 
            5   levels. 
 
            6            The two regulatory measure s that the Board 
 
            7   considered and approved since our l ast update in 
 
            8   November will provide over 8 tons o f greenhouse gas 
 
            9   reductions towards the 2020 goal.  But perhaps more 
 
           10   important, measures like these cont inue ARB's efforts to 
 
           11   reduce emissions from high global w arming potential 
 
           12   gases, a small but growing part of climate changing 
 
           13   emissions, and emissions that will likely not be 
 
           14   included in the cap-and-trade regul ation. 
 
           15            As we continue to develop and bring regulations 
 
           16   to the Board for approval, we'll oc casionally need to 
 
           17   refine our approach.  For example, following the June 
 
           18   2009 adoption of the cool cars regu lation, issues were 
 
           19   raised regarding the regulation's p otential effect on 
 
           20   public safety.  After much consider ation, last month ARB 
 
           21   staff decided to cease rulemaking o n this measure and 
 
           22   instead will pursue an alternative performance-based 
 
           23   approach as part of our vehicle cli mate change program. 
 
           24            While situations like this  require us to veer 
 
           25   slightly from our original path, we 'll continue to 
 
 
                                                                       13 



 
 
 
 
 
            1   explore alternative approaches that  will allow us to 
 
            2   make up these emissions reductions and to meet our 
 
            3   Scoping Plan goals. 
 
            4            As you know, California's climate change 
 
            5   program affects every sector of the  economy and requires 
 
            6   that we work closely with other sta te and federal 
 
            7   agencies.  At the state agency leve l, the eleven working 
 
            8   groups of the climate action team, or the CAT, are in 
 
            9   the process of preparing near-term implementation plans 
 
           10   for strategies that will be impleme nted this year.  This 
 
           11   information will be incorporated in to the CAT's 2010 
 
           12   report later, later this year. 
 
           13            The U.S. EPA has also been  busy.  Within the 
 
           14   last few weeks the EPA has finalize d their regulations 
 
           15   on light-duty vehicles along with t he Department of 
 
           16   Transportation's CAFE standards.  A nd following our 
 
           17   nation's lead, the Canadian governm ent recently 
 
           18   announced their intent to establish  the same standards. 
 
           19            California is now looking to develop its next 
 
           20   round of standards for light-duty v ehicles.  U.S. EPA 
 
           21   recently finalized a reassessment o f the Johnson memo 
 
           22   which will delay regulation of gree nhouse gases from 
 
           23   large stationary sources until Janu ary 2nd, 2011.  In 
 
           24   addition, EPA also finalized their federal mandatory 
 
           25   reporting rule which became effecti ve late December. 
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            1            Now, what about Congress?  We've heard news 
 
            2   that a concept paper for legislatio n from Senators 
 
            3   Kerry/Graham/Lieberman may be comin g out soon, so we'll 
 
            4   stay tuned on that. 
 
            5            As we head into the home s tretch for bringing 
 
            6   Scoping Plan measures to the Board for consideration, we 
 
            7   are approaching several milestones.   As we continue to 
 
            8   pursue rulemakings, we recognize th e current economic 
 
            9   conditions and will take that into consideration during 
 
           10   regulatory development. 
 
           11            With that in mind, we're b uilding on the 
 
           12   existing 20 percent renewable portf olio standard with a 
 
           13   33 percent renewable electricity st andard.  Together 
 
           14   these two measures will achieve abo ut 21 million metric 
 
           15   tons of reductions in 2020.  We've been working closely 
 
           16   with the Public Utilities Commissio n, California Energy 
 
           17   Commission and Cal-ISO as well as t he public on 
 
           18   developing this proposal, and we're  on schedule to bring 
 
           19   this item for board consideration t his July. 
 
           20            Since your last update in November, ARB staff 
 
           21   have been collaborating with the Me tropolitan Planning 
 
           22   Organizations for each of the 18 re gions in California 
 
           23   to establish the SB 375 regional ta rgets.  In May the 
 
           24   MPOs will provide us with alternati ve scenarios on how 
 
           25   their regions can grow into the fut ure.  These scenarios 
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            1   will help us develop the draft targ ets which we will 
 
            2   release in late June, and we expect  Board consideration 
 
            3   of the targets in September. 
 
            4            CalRecycle in partnership with ARB continues to 
 
            5   fine-tune draft regulations for man datory commercial 
 
            6   recycling.  We anticipate formal ru lemaking is going to 
 
            7   begin in mid 2010 with ARB schedule d to consider these 
 
            8   regs in October of this year. 
 
            9            Later this year the Board will also consider 
 
           10   the cap-and-trade regulation.  This  regulation we expect 
 
           11   to provide the largest reduction of  greenhouse gas 
 
           12   emissions from the Scoping Plan mea sures with an 
 
           13   estimated 34 million metric tons of  reductions.  And 
 
           14   I'll discuss this regulation in the  next slide. 
 
           15            The Board will finish the year with a number of 
 
           16   vehicle related regulations.  Early  last month we held a 
 
           17   workshop to kick off our regulatory  development for the 
 
           18   next generation of cleaner cars.  A RB is taking a new 
 
           19   approach called Advanced Clean Cars  which links the Low 
 
           20   Emission Vehicle and Pavley standar ds into a single 
 
           21   regulatory frame work.  One portion  of this regulation 
 
           22   will focus on criteria pollutants, and the other will 
 
           23   focus on greenhouse gases. 
 
           24            As you know, staff has con tinued to work on 
 
           25   development of the cap-and-trade re gulation over the 
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            1   last several months.  In late Novem ber the ARB released 
 
            2   a preliminary draft cap-and-trade r egulation.  This 
 
            3   document combines in one place the results of over a 
 
            4   year-long public process involving 22 workshops on 
 
            5   issues related to cap-and-trade des ign and builds on 
 
            6   more than two years of collaboratio n with partners of 
 
            7   the Western Climate Initiative. 
 
            8            We expect to initiate the next phase of our 
 
            9   rulemaking soon.  The process we en gage in will be a 
 
           10   deliberative approach that will pro vide businesses and 
 
           11   industries in the state with suffic ient time to reduce 
 
           12   their emissions in a cost-effective  manner without 
 
           13   unnecessary short-term costs. 
 
           14            We'll continue to invite s takeholder 
 
           15   participation throughout the proces s which involves 
 
           16   proposals for how allowances could be distributed, the 
 
           17   phase-in of covered sources into th e program and market 
 
           18   oversight and enforcement.  ARB is also developing 
 
           19   revisions to our existing mandatory  reporting 
 
           20   requirements to align these with th e federal program. 
 
           21            ARB is focusing attention on the development of 
 
           22   high quality offset protocols to in corporate rigorous 
 
           23   verification and enforcement provis ions that are 
 
           24   necessary for compliance. 
 
           25            Finally, as part of the ru lemaking process, ARB 
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            1   is performing technical analyses to  identify potential 
 
            2   environmental, health and economic impacts that might be 
 
            3   associated with the implementation of the cap-and-trade 
 
            4   program.  We're planning to present  a final draft 
 
            5   regulation to the Board later this year. 
 
            6            Another part of this prese ntation is the 
 
            7   revisit of our original AB 32 Scopi ng Plan economic 
 
            8   analysis.  Some of you attended the  Board Meeting 
 
            9   yesterday and heard presentations a nd feedback.  But let 
 
           10   me quickly go over the activities f or the past few 
 
           11   months. 
 
           12            ARB staff held a workshop to discuss the 
 
           13   modeling efforts for the updated ec onomic analysis and 
 
           14   made several public presentations d uring the Economic 
 
           15   and Allocation Advisory Committee m eetings.  Late last 
 
           16   month we released an updated econom ic analysis which 
 
           17   forecasts robust economic growth as  the State continues 
 
           18   implementing AB 32.  The updated ec onomic analysis was 
 
           19   prepared in close consultation with  the Economic and 
 
           20   Allocation Advisory Committee's eco nomic impacts 
 
           21   subcommittee.  This subcommittee ad vised ARB staff 
 
           22   during the analysis and also contri buted their own peer 
 
           23   review. 
 
           24            Yesterday ARB staff conduc ted a forum as part 
 
           25   of our Board Meeting to receive fee dback on the updated 
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            1   analysis and also to discuss other economic analyses of 
 
            2   the Scoping Plan.  As our chairman mentioned, evident 
 
            3   from yesterday's discussion, many s takeholders continue 
 
            4   to focus attention on the Scoping P lan's implementation 
 
            5   and its relationship to the State's  economy. 
 
            6            ARB's updated analysis con firms that full 
 
            7   implementation of the Scoping Plan is the right choice 
 
            8   for California to make an affordabl e transition to a 
 
            9   clean energy economy.  ARB will con tinue to evaluate the 
 
           10   economic impacts of the Scoping Pla n measures as they're 
 
           11   proposed for Board consideration. 
 
           12            Overall, the economic eval uation reassures us 
 
           13   that the State's greenhouse program s are moving in the 
 
           14   right direction, but this road is n ot without 
 
           15   challenges.  I want to share inform ation about some of 
 
           16   the nonregulatory activities that a re underway to 
 
           17   support AB 32 and to smooth our tra nsition away from 
 
           18   dependence on foreign nations and t heir fuel supply to a 
 
           19   more self-sustaining, low carbon ec onomy. 
 
           20            We have good news.  Califo rnia has seen 
 
           21   increased venture capital investmen t in clean 
 
           22   technologies as well as an increase  in number of green 
 
           23   businesses and green jobs, in spite  of a slowing 
 
           24   economy. 
 
           25            Because the Scoping Plan c overs so many 
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            1   different areas of the State's econ omy, ARB has been 
 
            2   monitoring how the activities on th e ground level 
 
            3   integrate; meaning, what does trans portation, energy, 
 
            4   land use, solid waste, water and th ese other sector 
 
            5   measures mean for individuals, busi ness owners and local 
 
            6   and regional governments?  We're wo rking to increase 
 
            7   knowledge and understanding of Cali fornia's climate 
 
            8   change program at the ground level to ensure that our 
 
            9   programs are successful and deliver  the emission 
 
           10   reductions needed to meet our near- term and our 
 
           11   long-term emission reduction goals.  
 
           12            Some of the activities I'l l touch upon include 
 
           13   American Reinvestment and Recovery Act, or ARRA funding, 
 
           14   focusing our efforts on ways to exp edite economic 
 
           15   recovery through workforce training  and development as 
 
           16   we transition to clean energy jobs,  reaching out to 
 
           17   small businesses on green opportuni ties and successes, 
 
           18   and working to provide local govern ments with guidance 
 
           19   and tools for climate action planni ng. 
 
           20            Because of the broad scope  of these types of 
 
           21   activities, we're working closely w ith partners in the 
 
           22   public and private sectors, includi ng other state 
 
           23   agencies, nongovernmental organizat ions, the Federal 
 
           24   Government and local governments to  ensure coordination 
 
           25   in the programs we develop.  And so me of our partners 
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            1   are here today to talk about their activities. 
 
            2            ARRA funds are not just be ing used for economic 
 
            3   growth but also to stimulate reduct ions in greenhouse 
 
            4   gas emissions through investment in  green energy and 
 
            5   efficiency.  Over $800 million in A RRA funds has been 
 
            6   directed for building energy projec ts in California. 
 
            7   This includes the U.S. Department o f Energy direct and 
 
            8   California Energy Commission distri buted Energy 
 
            9   Efficiency Block Grants as well as State Energy Program 
 
           10   funds and Community Services and De velopment Department 
 
           11   weatherization funding. 
 
           12            ARB staff have been workin g with other state 
 
           13   agencies to track how the Recovery Act money will help 
 
           14   stimulate green economic growth.  M uch of the ARRA money 
 
           15   is being used to fund projects that  could reduce 
 
           16   greenhouse gas emissions, which ult imately may mean more 
 
           17   reductions than we projected in the  Scoping Plan. 
 
           18            As investment in clean tec hnology and industry 
 
           19   increases, ARB staff and others are  working to identify 
 
           20   the real jobs created throughout Ca lifornia in these 
 
           21   green businesses.  I'd like to take  a moment to 
 
           22   highlight some of the jobs being cr eated in the clean 
 
           23   energy sector.  These jobs will hel p strengthen our 
 
           24   local economy as well as offset job  losses associated 
 
           25   with our transition from fossil fue ls to renewable 
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            1   sources. 
 
            2            Just this month we heard t hat a Spanish solar 
 
            3   development company called ODPE cho se West Sacramento as 
 
            4   its location for their U.S. headqua rters.  They plan to 
 
            5   build the biggest solar plant of th eir kind in the 
 
            6   country by June 2011.  This plant w ill add 250 jobs for 
 
            7   construction of the facility and an other 75 to 120 
 
            8   permanent jobs to operate it. 
 
            9            Also, Genesis Solar plans to construct, own and 
 
           10   operate a concentrated solar electr ic generating 
 
           11   facility in Riverside County.  This  project will employ 
 
           12   up to 1000 people during the 37-mon th construction phase 
 
           13   and 45 full-time employees once the  construction is 
 
           14   completed to operate and maintain t he facility. 
 
           15            Another type of renewable energy, biofuels, is 
 
           16   being produced by Sapphire Energy w hich is an 
 
           17   algae-based fuel producer in San Di ego.  Sapphire has 
 
           18   proven its biofuel technology by ha ving successfully 
 
           19   flown a Continental Airlines Boeing  737 on its 
 
           20   algae-based jet fuel with textbook results.  It's also 
 
           21   driven a Toyota Prius cross country  on algae-based 
 
           22   gasoline and diesel with equally im pressive results. 
 
           23   Sapphire Energy has recently added 37 new jobs in San 
 
           24   Diego County. 
 
           25            Because we know there may be challenges to 
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            1   developing these projects, it's imp ortant that we 
 
            2   understand the obstacles so we can help work to resolve 
 
            3   them.  We believe that investment i n clean industry and 
 
            4   technology will help spur economic growth in California. 
 
            5   Governor Schwarzenegger agrees, and  part of his 
 
            6   California Jobs Initiative eliminat es sales tax on green 
 
            7   technology manufacturing equipment thereby fostering a 
 
            8   more clean business friendly econom y. 
 
            9            With job growth comes the need for worker 
 
           10   training.  In response to broad env ironmental and clean 
 
           11   energy policies, California establi shed the Green Collar 
 
           12   Jobs Council which ARB's Executive Officer is a member 
 
           13   of.  ARB staff worked with the Cali fornia Workforce 
 
           14   Investment Board, which is the over sight body for the 
 
           15   Green Collar Jobs Council, to help shape the direction 
 
           16   of the workforce development and su pport California's 
 
           17   green business and economy. 
 
           18            The Council has successful ly pushed a regional 
 
           19   approach to the California Workforc e Investment Board's 
 
           20   activities so that green workforce training responds to 
 
           21   the green regional economies. 
 
           22            One success from the Green  Collar Jobs Council 
 
           23   is the Clean Energy Workforce Train ing program which 
 
           24   provides $27 million to 34 workforc e development 
 
           25   partnerships.  This program will tr ain approximately 
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            1   5,000 to 6,000 workers for jobs in the energy 
 
            2   efficiency, renewable energy, and a lternative and 
 
            3   renewable fuel and vehicle technolo gies. 
 
            4            Also, the California Workf orce Investment Board 
 
            5   was awarded $2.5 million in Regiona l Cluster of 
 
            6   Opportunity Grants.  Ten workforce investment areas will 
 
            7   receive funds to develop more speci fic regional 
 
            8   information about the known and pro jected needs of the 
 
            9   employers so that workforce trainin g can be more 
 
           10   targeted. 
 
           11            In addition, the U.S. Depa rtment of Labor 
 
           12   awarded their maximum grant of $6 m illion to the 
 
           13   California Workforce Investment Boa rd to support six 
 
           14   regional teams to develop energy ef ficiency and 
 
           15   renewable energy training programs.  
 
           16            California is working to s trengthen its economy 
 
           17   by helping businesses with their bo ttom line, creating 
 
           18   jobs and enhancing workforce develo pment.  The Governor 
 
           19   recently established an Office of E conomic Development 
 
           20   which is designed to serve as a cen tralized point for 
 
           21   helping businesses. 
 
           22            As you heard in the Ombuds man's report to the 
 
           23   Board in February, ARB has also foc used on the role 
 
           24   small businesses play in implementi ng AB 32 and a green 
 
           25   economy.  Last year we established the CoolCalifornia 
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            1   Small Business awards program to re cognize small 
 
            2   California businesses that have dem onstrated leadership 
 
            3   and made notable voluntary achievem ents towards reducing 
 
            4   their climate impact.  In December we recognized the 
 
            5   efforts of 21 California small busi nesses. 
 
            6            ARB has also identified nu merous proactive 
 
            7   small businesses to serve as case s tudies.  We've 
 
            8   delivered ARB's message on climate change, energy 
 
            9   efficiency and the green economy to  over 30,000 
 
           10   individual businesses and to 1200 s mall business 
 
           11   associations representing hundreds of thousands of small 
 
           12   businesses. 
 
           13            These efforts culminated i n an ARB-hosted small 
 
           14   business workshop which was held la st month in 
 
           15   conjunction with the Green Californ ia Summit on the 
 
           16   green economy.  The workshop includ ed sessions that 
 
           17   featured small business owners desc ribing the steps 
 
           18   they've taken to reduce economic an d environmental costs 
 
           19   to their businesses, their employee s and customers. 
 
           20            The workshop was well rece ived by over 100 
 
           21   attendees, and we've had numerous r equests to hold 
 
           22   similar workshops in other parts of  the state. 
 
           23            Through venues such as the se we continue to 
 
           24   promote the CoolCalifornia Small Bu siness toolkit.  Stay 
 
           25   tuned as we're working on an upcomi ng campaign to 
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            1   increase the visibility of our Cool California toolkits. 
 
            2            In the next few slides I'l l highlight a few 
 
            3   success stories from small business es.  I'd first like 
 
            4   to demonstrate how environmental ex perts and public 
 
            5   utilities worked together to help b usiness and residents 
 
            6   in the Lennox area in Los Angeles C ounty to reduce 
 
            7   energy use.  This project demonstra ted how small 
 
            8   businesses can participate in the b enefits of AB 32. 
 
            9            For this project, ARB brok ered discussions with 
 
           10   local leaders, Southern California Edison, the West 
 
           11   Basin Water District and the Golden  State Water Company 
 
           12   to provide installation of energy a nd water conservation 
 
           13   resources such as new lighting, ref rigeration and 
 
           14   heating, low-flush toilets and kitc hen resources.  This 
 
           15   collaboration provided up to $10,00 0 in energy and 
 
           16   conservation improvements to each o f the more than 90 
 
           17   businesses. 
 
           18            The goal is to demonstrate  how small businesses 
 
           19   can easily achieve nearly 15 to 20 percent in energy 
 
           20   savings with retrofits by taking ad vantage of available 
 
           21   resources. 
 
           22            For Old Town Trolley Tours , clean 
 
           23   transportation is the key to their success.  Over the 
 
           24   last 20 years, Old Town Trolley Tou rs in San Diego has 
 
           25   provided sightseeing tours using 27  trolleys and five 
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            1   boats on wheels vehicles.  They giv e tours to 
 
            2   approximately 500 to 1000 people pe r day. 
 
            3            Old Town Trolley's CEO ins tituted companywide 
 
            4   green policies which included imple menting a recycling 
 
            5   program, creating a green team to e ducate the public on 
 
            6   sustainable practices, and they imp lemented energy 
 
            7   efficiency measures in their office s which reduced 
 
            8   electricity use by 33 percent.  To pay for the retrofits 
 
            9   they used on-bill financing and reb ates.  These 
 
           10   proactive changes annually save ove r 300 tons of carbon 
 
           11   dioxide emissions from entering the  atmosphere and $1440 
 
           12   in annual lighting costs. 
 
           13            Another example in Sunnyva le is Savory & Sweet 
 
           14   Catering who has been working to ma ke their company 
 
           15   green while also helping clients be come more 
 
           16   environmentally friendly.  Since 19 93 this small 
 
           17   business has made it a point to com bine deliveries so 
 
           18   they drive less, conserve energy, s ave water, recycle, 
 
           19   use environmentally-preferable prod ucts, reduce food 
 
           20   wastes, reduce paper usage, and the y encourage 
 
           21   climate-friendly practices.  These actions and others 
 
           22   have resulted in annual savings of 12 percent on fuel 
 
           23   costs and 10 percent of their elect ricity bills. 
 
           24            We recognize that local go vernments are 
 
           25   essential partners in helping Calif ornia achieve our 
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            1   greenhouse gas reduction goals, and  we've been working 
 
            2   to help integrate local government activities into 
 
            3   successful AB 32 implementation.  B y developing on-line 
 
            4   inventory and climate planning tool s, we can help local 
 
            5   governments start the process to in ventory their 
 
            6   greenhouse gases and identify the m ost cost-effective 
 
            7   and appropriate strategies to save money while reducing 
 
            8   emissions. 
 
            9            We're working to develop a  funding wizard which 
 
           10   will help local governments identif y grants and other 
 
           11   funding available to them to plan a nd implement 
 
           12   greenhouse gas reduction activities .  Over the next year 
 
           13   we will be incorporating these tool s into the 
 
           14   CoolCalifornia Local Government Too lkit. 
 
           15            We're also working closely  with other state 
 
           16   agencies, the Strategic Growth Coun cil and U.S. EPA on 
 
           17   ways to encourage local government action.  ARB has 
 
           18   assisted the Strategic Growth Counc il in developing 
 
           19   criteria for their sustainability p lanning grants which 
 
           20   will help local governments integra te sustainability 
 
           21   strategies into their planning elem ents.  We're also 
 
           22   identifying successful models and s trategies that can be 
 
           23   replicated by communities throughou t California. 
 
           24            We know that cities and co unties hold the key 
 
           25   to encouraging sustainability in lo cal communities.  For 
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            1   instance, Sonoma County has been on  the forefront of 
 
            2   climate planning and is noted for i ts regional planning 
 
            3   approach.  The ten local government s within Sonoma 
 
            4   County set a mutual greenhouse gas target to reduce 
 
            5   emissions to 25 percent below 1990 levels by 2015. 
 
            6   They've published a regional Commun ity Climate Action 
 
            7   Plan and have initiated countywide programs such as 
 
            8   their retrofit and renewables progr am for homeowners and 
 
            9   the business community.  Sonoma est imates the program 
 
           10   will create significant local jobs,  reduce greenhouse 
 
           11   gas emissions by 168,000 tons and a dd to the local 
 
           12   economy. 
 
           13            You can see that much has been accomplished 
 
           14   since December of 2008 when you con sidered the Scoping 
 
           15   Plan.  Measures have been approved that achieve nearly 
 
           16   half the reductions to meet the 202 0 goal, but the Board 
 
           17   will consider many significant emis sion reduction 
 
           18   measures this year. 
 
           19            We are also working to mak e sure that 
 
           20   California is ready for the transit ion to a low carbon 
 
           21   economy.  And we will continue to r espond to the 
 
           22   question:  How does AB 32 affect me  and what do I need 
 
           23   to do? 
 
           24            It's critical to provide o utreach information 
 
           25   about our climate change program to  those that will 
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            1   ultimately see its effect -- homeow ners, business 
 
            2   owners, employees and policymakers.  
 
            3            Our actions and leadership  in both the 
 
            4   regulatory and nonregulatory arenas  continue to have a 
 
            5   positive impact on the region, the nation and the world. 
 
            6            Thank you.  This completes  my presentation, and 
 
            7   we'll take any questions you have. 
 
            8            CHAIRPERSON NICHOLS:  Than k you.  Are there 
 
            9   questions at this point? 
 
           10            Sorry, I didn't have my mi c on. 
 
           11            I note the Chairman of the  Energy Commission is 
 
           12   in the audience, and I'm assuming s he's here on this 
 
           13   topic. 
 
           14            EXECUTIVE OFFICER GOLDSTEN E:  She is, and I was 
 
           15   just going to introduce her or prom pt you to introduce 
 
           16   her. 
 
           17            CHAIRPERSON NICHOLS:  No, no, please do. 
 
           18            EXECUTIVE OFFICER GOLDSTEN E:  Well, Karen 
 
           19   Douglas, the Chairman of the Energy  Commission, is here 
 
           20   to give us an overview of what they 've been doing in 
 
           21   this regard. 
 
           22            CHAIRPERSON NICHOLS:  Okay .  Well, I think it 
 
           23   would be great to hear from our sis ter agency, 
 
           24   especially since I was just over in  her territory this 
 
           25   morning kicking off a joint panel o n carbon capture and 
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            1   sequestration.  So there's a lot go ing on here. 
 
            2            Welcome. 
 
            3            MS. DOUGLAS:  Thank you so  much for this 
 
            4   opportunity. 
 
            5            Chairman Nichols, Air Boar d Members, it's a 
 
            6   real honor to be here today to talk  about what the 
 
            7   Energy Commission is doing to admin ister particularly 
 
            8   stimulus funds -- I'll touch briefl y on some of our 
 
            9   other programs -- in a way that cre ates jobs and helps 
 
           10   advance State energy policy and hel ps all of you and 
 
           11   helps the State in meeting the goal s of the Scoping 
 
           12   Plan. 
 
           13            I want to start by thankin g the Air Board for 
 
           14   its leadership and its hard work on  AB 32 and the 
 
           15   Scoping Plan.  You've done a tremen dous job, and we and 
 
           16   other agencies are doing everything  we can to support 
 
           17   you and help you meet your goals. 
 
           18            I'll talk about some of th e things we're doing, 
 
           19   but I wanted to recognize your achi evements and also 
 
           20   express my appreciation for the clo se working 
 
           21   relationship and partnership we hav e had, the Energy 
 
           22   Commission with the Air Board, cert ainly on the time 
 
           23   that I've been on the commission an d I know for a long 
 
           24   time, but I think the relationship is very good right 
 
           25   now and the need to work together i s so important, 
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            1   because as you all know, climate, e nergy, air quality, 
 
            2   these are inextricably linked as we  move to pursue all 
 
            3   of these goals. 
 
            4            In terms of our ARRA work,  we've done two 
 
            5   things.  I'll talk about two catego ries of programs that 
 
            6   we're working on.  There are the br ead-and-butter 
 
            7   programs where we know exactly what  to do and how to do 
 
            8   it and we can roll out money quickl y.  And these are for 
 
            9   things like energy efficiency retro fits.  We've got one 
 
           10   program through block grants that g ives direct grants to 
 
           11   small cities and counties and helps  fund them to do 
 
           12   energy efficiency projects.  So the y are renovating 
 
           13   streetlights to put in less energy- intensive street 
 
           14   lights.  They're improving building s.  They're putting 
 
           15   in new lighting systems in public g arages.  They're 
 
           16   doing tremendous work. 
 
           17            The block grant money is r eaching literally, 
 
           18   between our program and the matchin g Department of 
 
           19   Energy program, every county in the  state, virtually 
 
           20   every city in the state -- and we k nocked on the door of 
 
           21   every city in the state and most of  them took us up on 
 
           22   it and helped develop programs.  An d there are projects 
 
           23   taking place up and down the state everywhere.  So this 
 
           24   is really exciting.  Local governme nts have responded in 
 
           25   a tremendous way to this opportunit y. 
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            1            We funded $20 million into  our ECAA program. 
 
            2   The ECAA program is a low interest loan program for 
 
            3   energy efficiency retrofits, again for public buildings. 
 
            4   In many cases local governments mat ched their block 
 
            5   grant money with our ECAA loans in order to be able to 
 
            6   do a bigger, further-reaching proje ct with more 
 
            7   benefits.  So that's been tremendou s. 
 
            8            The ECAA money is gone.  E verything we had from 
 
            9   our initial program plus everything  we added to it from 
 
           10   ARRA is gone.  And when we started out this program we 
 
           11   were concerned about whether low in terest loans would 
 
           12   fly, in this economic climate, in t his time will people 
 
           13   be willing to do it.  Well, they si gned up in droves, 
 
           14   and it's really exciting to see, an d we've got some very 
 
           15   good projects coming out of that. 
 
           16            We put $25 million into a revolving loan 
 
           17   program at the Department of Genera l Services for State 
 
           18   buildings.  So this is the State co unterpart to the ECAA 
 
           19   loan program which does not reach s tate buildings.  This 
 
           20   is the first time that the State ha s had -- at least 
 
           21   first time in a very long time that  the State has had 
 
           22   this kind of funding set aside dedi cated to improving 
 
           23   the energy efficiency of State buil dings. 
 
           24            And it's a tremendous oppo rtunity, because 
 
           25   we've structured it as a revolving loan.  And this is a 
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            1   way -- DGS has had to do a lot of w ork to figure out how 
 
            2   to get through the market barriers.   Just as there are 
 
            3   market barriers in the private sect or side, there are 
 
            4   barriers in state government in ter ms of how buildings 
 
            5   are managed and lease operations wi th DGS and so on.  We 
 
            6   have worked with DGS and the Depart ment of Finance, they 
 
            7   have come up with a way of essentia lly repaying these 
 
            8   loans.  The fund will be replenishe d. 
 
            9            As this model proves its w orth, it's my hope 
 
           10   that we will be able to take anothe r step and look at 
 
           11   leveraging private money in additio n to utility funds, 
 
           12   look at other ways of increasing th e investment in the 
 
           13   efficiency of state buildings as th is model which has 
 
           14   worked and proven its worked in the  ECAA program for 
 
           15   many, many years, makes its debut i n State buildings. 
 
           16   So this is a very exciting opportun ity. 
 
           17            In terms of the more innov ative, far-reaching 
 
           18   programs, the first one I'll talk a bout is the Workforce 
 
           19   Training Program.  The Energy Commi ssion put $20 million 
 
           20   of ARRA funds into the Workforce Tr aining Partnership. 
 
           21   But with our partners -- and I'll r ead them.  The 
 
           22   California Energy Workforce Trainin g Program, it's a 
 
           23   collaboration of the Green Jobs Cou ncil, the Energy 
 
           24   Commission, the Employment Developm ent Department, the 
 
           25   Workforce Investment Board, Communi ty Colleges, the 
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            1   Employment Training Panel.  It's a tremendous -- and 
 
            2   others.  It's a tremendous collabor ation. 
 
            3            And we managed to with tha t investment find 
 
            4   leverage up to $87 million and crea te the largest State 
 
            5   program for training clean energy w orkforce.  It's a 
 
            6   tremendous, tremendous program.  It 's the first time 
 
            7   that the Energy Commission has had this kind of working 
 
            8   relationship and collaboration with  State entities and 
 
            9   regional entities that do workforce  training, and we've 
 
           10   just been amazed by the great work that has come out of 
 
           11   it and impressed. 
 
           12            And you'll hear from the W orkforce Investment 
 
           13   Board, so I won't say too much.  Bu t what I will say is 
 
           14   that there are $58 million going to  training for 
 
           15   displaced workers, underemployed an d new workforce 
 
           16   entrance.  I have heard some storie s and some 
 
           17   testimonials coming out of that tha t have just been 
 
           18   amazing to me and reminded me again  and again why we 
 
           19   even do this work.  It's tremendous  the impact this 
 
           20   program has already had on people's  lives. 
 
           21            These are regional partner ships, it's demand 
 
           22   driven, so the partners who get fun ding have to have an 
 
           23   employer's council.  That helps ens ure that what people 
 
           24   are being trained to do leads to jo bs.  And -- 
 
           25            CHAIRPERSON NICHOLS:  And reliable electricity. 
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            1   Hang on just a second.  Our video p eople are asking for 
 
            2   a time out so they may be experienc ing some sort of a 
 
            3   problem. 
 
            4            MS. DOUGLAS:  Was that the  signal, the light 
 
            5   turns off when -- 
 
            6            CHAIRPERSON NICHOLS:  No, the lights are fine 
 
            7   but I think there's a lot of cable back there making me 
 
            8   wonder what's going on. 
 
            9            Karen, it would be helpful  if you would get a 
 
           10   little closer to the mic or get it closer to you.  You 
 
           11   have a soft voice.  While they're w aiting, I'm going to 
 
           12   ask you a question about the link b ack, because I hear 
 
           13   anecdotally that when I talk to bus inesses about what's 
 
           14   going on that they make a connectio n with AB 32 and some 
 
           15   of these other kinds of investments .  But do you think 
 
           16   there are ways of explicitly monito ring and measuring 
 
           17   the impact of these programs on car bon in the state? 
 
           18   Are we able to do that? 
 
           19            MS. DOUGLAS:  Oh, yes. 
 
           20            CHAIRPERSON NICHOLS:  Are we trying to do it? 
 
           21            MS. DOUGLAS:  These progra ms come with very 
 
           22   intense measuring, verification and  evaluation 
 
           23   requirements.  And so we have some of the most advanced 
 
           24   MVNE and auditing provisions that w e have ever had for 
 
           25   programs on the ARRA money, and we' re also using those 
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            1   same protocols and applying them no w to AB 118 and peer 
 
            2   funds. 
 
            3            So we're' doing a tremendo us amount of MVNE. 
 
            4   As you know, translating electricit y savings in 
 
            5   different parts of the state into g reenhouse gas 
 
            6   reductions is an exercise that ARB has worked quite a 
 
            7   bit to develop methodologies for do ing.  So that's 
 
            8   somewhere between an art and a scie nce. 
 
            9            But in terms of assessing energy saved, it's 
 
           10   absolutely there.  And it's also --  there's also a 
 
           11   really important connection to peop le.  The energy 
 
           12   efficiency area is a place where re gular people can 
 
           13   contribute.  They can put -- whethe r it's buying an 
 
           14   energy-efficient appliance. 
 
           15            And I would be remiss if I  didn't say that 
 
           16   today our energy-efficient applianc es, cash for 
 
           17   appliances program has launched.  S o if anybody in this 
 
           18   room or outside wants a high-effici ent refrigerator, 
 
           19   room air conditioner or washing mac hine, you get an 
 
           20   extra incentive from the State, fro m the Energy 
 
           21   Commission so long as the money las ts, first come first 
 
           22   served.  If anybody bursts out of t he room as I say 
 
           23   that, that's because you're heading  to your nearest 
 
           24   partner retailer to go get your app liance and get your 
 
           25   rebate. 
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            1            So this is an area literal ly where people can 
 
            2   reduce their bills, reduce their co sts, help stimulate 
 
            3   the economy and help us meet our gr eenhouse gas goals. 
 
            4   This is where ordinary people can p lay, can participate, 
 
            5   can help and can immediately benefi t. 
 
            6            CHAIRPERSON NICHOLS:  We g ot the thumbs up that 
 
            7   whatever the problem was is gone.  So go on. 
 
            8            MS. DOUGLAS:  Very good.  I will just say one 
 
            9   more thing on workforce because you 'll hear more about 
 
           10   it.  We've got some money through t he Employment 
 
           11   Training Panel that is going to hel p train or retrain 
 
           12   incumbent workers, again on green e nergy issues. 
 
           13            We put $110 million into a  competitive 
 
           14   solicitation for really innovative regional approaches 
 
           15   for breaking down market barriers t o widespread 
 
           16   implementation of energy efficiency  retrofits.  That's 
 
           17   what I was just talking about.  Ret rofits pay for 
 
           18   themselves.  They make sense to do today.  But there are 
 
           19   market barriers that account for a lot of the reason why 
 
           20   more people aren't rushing out to d o these retrofits. 
 
           21   There are barriers like availabilit y of trained 
 
           22   workforce, standards, consumer outr each in education. 
 
           23   Consistent standards so that the st andards in one city 
 
           24   in the same county are the same as the standards of the 
 
           25   other 87 cities, in a particular co unty I'm thinking 
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            1   about. 
 
            2            So we've put out competiti ve money, and we've 
 
            3   now made awards and are working on contracts for some 
 
            4   really exciting programs that will bring benefits up and 
 
            5   down the state.  These programs lin k quite directly in 
 
            6   many cases to the workforce trainin g programs.  And the 
 
            7   purpose is to break down market bar riers and create a 
 
            8   sustainable higher level of retrofi t activity in the 
 
            9   state so that the jobs that are her e today because of 
 
           10   these programs are here tomorrow, i n fact there are even 
 
           11   more of them as we succeed in break ing down these market 
 
           12   barriers, which the stimulus money has given us a 
 
           13   tremendous opportunity to help do. 
 
           14            We have put a significant amount of funding, 
 
           15   and again for the first time ever, in manufacturing 
 
           16   programs.  As staff noted, the Legi slature just passed 
 
           17   and the Governor just signed a bill  removing the sales 
 
           18   tax for equipment for green energy or clean energy 
 
           19   manufacturing.  The Energy Commissi on with partners at 
 
           20   -- our partners will come back to m e, but with our 
 
           21   partners, and in the case of the 11 8 money it's the 
 
           22   Treasurer's office, and in the case  of the ARRA money 
 
           23   we're working -- I'll remember who we're working with. 
 
           24            But we're doing low intere st loans for clean 
 
           25   energy manufacturing, up to $5 mill ion loans.  And I was 
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            1   initially wondering how much intere st there would be in 
 
            2   low interest loans for new or expan ded manufacturing 
 
            3   facilities.  We did a significant a mount of outreach. 
 
            4   My sense is that there is tremendou s interest. 
 
            5            And you asked about the di rect link to AB 32. 
 
            6   Why do companies want to do manufac turing in California? 
 
            7   You hear so much criticism about th e business climate in 
 
            8   this state.  When we have asked tha t question, we hear 
 
            9   that in the clean tech area, we are  in front in 
 
           10   development.  So many of these clea n technologies, there 
 
           11   is so much venture capital money th at comes into the 
 
           12   state, the research and the develop ment and the 
 
           13   innovation that comes out of the St ate is tremendous. 
 
           14            We are very advanced in de ployment of clean 
 
           15   energy technologies through our ret rofit programs, 
 
           16   through our renewable energy progra ms, through our air 
 
           17   quality laws, through so much of wh at we do we are 
 
           18   advanced in deployment.  And for ce rtain kinds of 
 
           19   technologies, given the market and given the location of 
 
           20   all the innovation that's going on here, it makes a lot 
 
           21   of sense to do certain types of man ufacturing in 
 
           22   California.  And there is a tremend ous amount of 
 
           23   interest in it.  So I have high hop es for the 
 
           24   manufacturing program. 
 
           25            CHAIRPERSON NICHOLS:  So d o you want to scoop 
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            1   the Governor's announcement today o r should I? 
 
            2            MS. DOUGLAS:  Why don't yo u. 
 
            3            CHAIRPERSON NICHOLS:  Okay .  Well, we just got 
 
            4   the word that Sun Power, which has been one of the 
 
            5   long-standing solar roofing compani es that has been 
 
            6   selling solar paneling in this stat e, they're based in 
 
            7   Sunnyvale, is announcing today that  they're going to be 
 
            8   building their first U.S. manufactu ring plant in 
 
            9   California.  So that's what the Gov ernor is doing for 
 
           10   his Earth Day celebration.  And I t hink that just caps 
 
           11   what Karen was saying in terms of w hy they're doing it 
 
           12   is precisely because the market is now here, the 
 
           13   incentives are in place, obviously,  to make it 
 
           14   attractive for them to do it.  But it's great to see 
 
           15   this actually coming to fruition. 
 
           16            MS. DOUGLAS:  It's tremend ous.  And my hope and 
 
           17   expectation is that we'll see more and more of it in the 
 
           18   near future as these programs roll out and as the impact 
 
           19   of the sales tax reduction comes in to effect. 
 
           20            So the last thing that I w anted to make sure I 
 
           21   said is that every year the Energy Commission does an 
 
           22   Integrated Energy Policy Report or IEPR.  This is the 
 
           23   update cycle for the Energy Commiss ion.  We are focusing 
 
           24   our IEPR on the ARRA investments th at the Energy 
 
           25   Commission has made, particularly j ob creation and 
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            1   program benefits that are coming ou t of it. 
 
            2            Many of these programs, th e MVNE may not be 
 
            3   coming in, so it will be more descr ibing the programs 
 
            4   and what's actually happening on th e ground, likely or 
 
            5   projected benefits from that, job c reation, what is a 
 
            6   green job, how the 118 program and the peer program 
 
            7   support that, and also the Energy C ommission's work in 
 
            8   siting renewable energy plants, whi ch I haven't really 
 
            9   talked about but which is a tremend ous focus of ours 
 
           10   right now as well. 
 
           11            So that will be the focus of the IEPR.  We're 
 
           12   working on that over the next four to six months.  So 
 
           13   you'll expect to see workshops at t he Energy Commission. 
 
           14   We'll certainly be reaching out to your staff and 
 
           15   others, and I hope that some of the  work that we develop 
 
           16   through the IEPR will be of use to you as well in 
 
           17   this -- on this topic. 
 
           18            So with that I'll conclude  my statements.  I 
 
           19   really appreciated the chance to be  here and enjoyed 
 
           20   seeing all of you and thank you aga in for your good 
 
           21   work. 
 
           22            CHAIRPERSON NICHOLS:  Than k you.  Thanks for 
 
           23   coming over.  Okay.  Next on the li st to testify is 
 
           24   Javier Romero from the California W orkforce Investment 
 
           25   Board. 
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            1            MR. ROMERO:  Chairman Nich ols, thank you for 
 
            2   this opportunity.  I'm here for Bar bara Halsey, our 
 
            3   Executive Director who wished to be  here but 
 
            4   unfortunately due to a prior commit ment could not. 
 
            5            I'd like to start off by t hanking Executive 
 
            6   Director Goldstene for your partici pation on the Green 
 
            7   Collar Job Council and your staff, Sharon Anderson. 
 
            8   They've been very helpful in workin g with the efforts. 
 
            9   And as you saw on one of the slides , you saw the slides 
 
           10   of the Clean Energy Workforce Train ing Program in which 
 
           11   Chairman Douglas spoke to you.  And  also you saw the 
 
           12   Regional Industry Cluster of Opport unity grant, and you 
 
           13   also saw the State Energy Sector Pa rtnership. 
 
           14            Those three components are  what we call our 
 
           15   Green Workforce Initiative.  That i nitiative is the work 
 
           16   of the Green Collar Job Council to align the resources 
 
           17   at the State level to support the i mplementation and 
 
           18   development of the green economy. 
 
           19            I'd like to focus on the R egional Industry 
 
           20   Cluster of Opportunity grant opport unity.  We have our 
 
           21   first action clinic on April 28th.  The Clean Energy 
 
           22   Commission, AB 118, actually funded  that opportunity as 
 
           23   well.  Now, the purpose of that ini tiative is to fund 
 
           24   ten regional collaborations to cond uct regional 
 
           25   diagnosis of their industry cluster s. 
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            1            You mentioned earlier, Cha irman Nichols, that 
 
            2   the green economy and California's economy are 
 
            3   intertwined, and I think -- 
 
            4            (Brief interruption) 
 
            5            We think that, as you know , our economy is made 
 
            6   up of regional economies.  In order  for us to get to 
 
            7   where those green job opportunities  lie, we believe that 
 
            8   it needs to begin with some regiona l industry cluster 
 
            9   diagnosis.  And so the Regional Clu ster of Opportunity 
 
           10   grant process, what it will do is i t will fund ten 
 
           11   regional collaborations that will e ngage in that kind of 
 
           12   diagnosis, and then they will ident ify those industry 
 
           13   clusters that are growing in their economy. 
 
           14            And then the second point will be that they 
 
           15   would, beyond that diagnosis, will engage those industry 
 
           16   clusters.  And I mentioned that the  alternative fuels 
 
           17   and re -- I'm sorry.  They actually  have funded four of 
 
           18   those projects.  So how that will w ork is that when 
 
           19   those industry clusters are identif ied, the next phase, 
 
           20   they will then engage the employers  that make up that 
 
           21   industry cluster, and then actually  engage in some joint 
 
           22   priority setting to identify where are those 
 
           23   opportunities, and through that eng agement with those 
 
           24   employers identify, we think, perha ps barriers, be it a 
 
           25   trained workforce, be it other issu es, that need to be 
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            1   addressed to help those -- first of  all, for business 
 
            2   retention, but also growth. 
 
            3            And then after that, the t hird phase of that 
 
            4   grant process will be actually what  we call investment 
 
            5   strategy in which I mentioned initi ally, the initial 
 
            6   step would be that regional diagnos is.  Well, actually 
 
            7   that diagnosis is not done purely t hrough the eyes of 
 
            8   local workforce investment boards b ut also through the 
 
            9   perspective of that regional collab oration that will be 
 
           10   made up of economic development org anizations, 
 
           11   educational partners and business r epresentatives.  And 
 
           12   those business representatives will  be industry cluster 
 
           13   employers. 
 
           14            And so when they devise --  first the diagnosis, 
 
           15   actually do some joint planning, th en there will be some 
 
           16   investment strategies.  They'll com e from regionally. 
 
           17   And I think that's an opportunity w e all have to 
 
           18   actually learn what are some of tho se -- you mentioned 
 
           19   the term, you heard anecdotally.  W ell, I think we will 
 
           20   actually know in specific regions w hat those 
 
           21   opportunities are, what are those b arriers and actually 
 
           22   see how we could further organize o ur resources to 
 
           23   support those opportunities, to ens ure that employers 
 
           24   make that transition to the green e conomy and actually 
 
           25   take advantage of those opportuniti es the green economy 
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            1   provides. 
 
            2            And then the fourth part o f that process will 
 
            3   be actually sustainability planning .  Actually, okay, 
 
            4   we've developed a funding -- a stra tegy, investment 
 
            5   strategy, now let's get it done, ac tually align 
 
            6   resources, go get resources, identi fy regionally who are 
 
            7   our resources and so on. 
 
            8            So we're really excited ab out the Regional 
 
            9   Industry Cluster of Opportunity gra nt process.  Each 
 
           10   benchmark, I mentioned the four pha ses, will culminate 
 
           11   in an action clinic, and that actio n clinic will not 
 
           12   only ensure that they're leveraging  that first phase but 
 
           13   also pivots those regional teams fo r the next phase, and 
 
           14   so on. 
 
           15            And we would invite everyb ody to observe that 
 
           16   process.  We will be sending invite s to our Green Collar 
 
           17   Job Council members and our stakeho lders of those 
 
           18   opportunities, those action clinics , so they can observe 
 
           19   and watch this process evolve. 
 
           20            CHAIRPERSON NICHOLS:  Than k you.  I assume that 
 
           21   in all of this you are not reinvent ing the wheel and 
 
           22   that you're building on things that  already exist.  But 
 
           23   I wonder if you are working directl y in these regional 
 
           24   councils with the community college s that are in those 
 
           25   regions, because they seem to be at  the heart of this 
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            1   type of training. 
 
            2            MR. ROMERO:  Absolutely.  Absolutely.  And 
 
            3   those three components, what I call ed the Green Collar 
 
            4   Job Council refers to the Green Wor kforce Initiative, we 
 
            5   believe we've done things that will  position those 
 
            6   systems -- community colleges, loca l workforce 
 
            7   investment boards, economic organiz ations -- to come 
 
            8   together and position to take advan tage of the 
 
            9   opportunities in the green economy.  
 
           10            For example, Chairman Doug las mentioned the 
 
           11   Clean Energy Workforce Training Pro gram requires an 
 
           12   employer council but also required that if the grantee 
 
           13   or the applicant was a local workfo rce investment board 
 
           14   they had to have a community colleg e as a partner, and 
 
           15   vice versa.  We then leveraged the Clean Energy 
 
           16   Workforce Training Program process to develop our State 
 
           17   Energy Sector Partnership proposal to DOL in which we 
 
           18   achieved the highest amount of $6 m illion.  And we 
 
           19   basically identified six regional c ollaborations based 
 
           20   on geography, maturity of collabora tion and basically 
 
           21   opportunity, and used that, and now  we've got the 
 
           22   $6 million.  So we're constantly bu ilding. 
 
           23            And the recog, those ten g rantees, they also, 
 
           24   many of them, are Clean Energy Work force Training 
 
           25   Program grantees as well.  Some of them are SS -- State 
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            1   Energy Sector Partnership regional teams. 
 
            2            So that's a strand, a stra nd you'll find 
 
            3   throughout is ensuring that the col laboration is there 
 
            4   amongst our State assets and also e nsure that business 
 
            5   and the employer community is heavi ly involved, if not 
 
            6   driving. 
 
            7            CHAIRPERSON NICHOLS:  Than k you. 
 
            8            Comment or question?  Yes.  
 
            9            BOARD MEMBER RIORDAN:  Que stion, and that is 
 
           10   the region, how large are these reg ional groups that 
 
           11   you're looking to set up? 
 
           12            MR. ROMERO:  Initially the  region, the 
 
           13   proposals, they came up with a prop osed region.  They 
 
           14   suggested that these few counties - - for example, Fresno 
 
           15   County Workforce Investment Board c ame in with 
 
           16   practically the whole Central Valle y.  However, the 
 
           17   regional -- the industry cluster di agnosis is going to 
 
           18   have a data-driven identification. 
 
           19            So basically the diagnosis  will say if that 
 
           20   industry cluster is your target, th is is what your 
 
           21   region should look like.  So we ant icipate that there 
 
           22   may be some counties that are compl imentary or there may 
 
           23   be some counties that are not in th e discussion that 
 
           24   need to be.  So it will be data-dri ven, ultimately. 
 
           25            BOARD MEMBER RIORDAN:  So you're willing to 
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            1   look at some fairly substantial reg ional areas if you're 
 
            2   looking or willing to accept, say, the Central Valley, 
 
            3   correct? 
 
            4            MR. ROMERO:  Right.  But a t the end of the day, 
 
            5   the industry cluster diagnosis will  dictate what that 
 
            6   region should look like. 
 
            7            BOARD MEMBER RIORDAN:  And  who came to you 
 
            8   initially to offer that?  What seem s to be -- who 
 
            9   instigates this regional effort? 
 
           10            MR. ROMERO:  This go-aroun d, basically, we 
 
           11   started through a competitive proce ss, the solicitation 
 
           12   for proposals, which targeted our l ocal workforce 
 
           13   investment boards.  So that being t he State Workforce 
 
           14   Investment Board, we started with o ur local workforce 
 
           15   investment boards; however, we ensu red that the 
 
           16   necessary partnerships were in plac e. 
 
           17            And the origins of this ap proach go far.  I 
 
           18   mean, the Labor and Workforce Devel opment Agency for a 
 
           19   long time has been working with the  Economic Strategy 
 
           20   Panel that developed the California  Regional Economies 
 
           21   Project that developed a methodolog y referred to as 
 
           22   Industry Clusters of Opportunity Me thodology.  We came 
 
           23   up with this approach with the Regi onal Industry Cluster 
 
           24   of Opportunity grant to actually im plement that 
 
           25   methodology in a way which provides  the mechanism in 
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            1   which that methodology is actually driving program 
 
            2   policy investments. 
 
            3            BOARD MEMBER RIORDAN:  Tha nk you. 
 
            4            CHAIRPERSON NICHOLS:  Than k you.  Any other 
 
            5   comments?  Yes. 
 
            6            BOARD MEMBER BERG:  Just o ne other quick 
 
            7   clarification.  Are you depending o n the stakeholders to 
 
            8   come to you and identify their regi ons, and are they 
 
            9   bringing you the data or is the Boa rd establishing the 
 
           10   regions? 
 
           11            MR. ROMERO:  I'm glad you mentioned that, and I 
 
           12   should cover that.  We are working with Collaborative 
 
           13   Economics.  I don't know if many of  you have seen the 
 
           14   Many Shades of Green Next 10 report .  That report was 
 
           15   put together by Collaborative Econo mics.  Collaborative 
 
           16   Economics was the principal consult ant with the 
 
           17   California Regional Economies Proje ct.  So we have 
 
           18   contracted with them to provide tec hnical assistance 
 
           19   throughout the process and actually  provide that 
 
           20   initial -- that regional diagnosis.   So they will have 
 
           21   this objective source which will pr ovide that analysis 
 
           22   for them. 
 
           23            CHAIRPERSON NICHOLS:  Than ks.  Okay.  Next up 
 
           24   is Hank Ryan. 
 
           25            (Brief interruption) 
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            1            MR. RYAN:  I appreciate th e opportunity to 
 
            2   speak before CARB, and this is a da y that I'm really 
 
            3   glad to be here to be able to talk about these issues, 
 
            4   Earth Day being one where we really  need to get the job 
 
            5   done. 
 
            6            I want to cover four areas  briefly, two that I 
 
            7   think show advancement to their cha llenges.  First of 
 
            8   all, from the business point of vie w, we are, I think, 
 
            9   wanting to do our best to save ener gy because that's 
 
           10   going to make us more competitive.  However, we've been 
 
           11   doing that in a blind fashion up un til now because we 
 
           12   don't have the ability to really se e what we're using 
 
           13   closely enough. 
 
           14            Smart Meters are being ins talled across the 
 
           15   state now that are going to help wi th that, and I was 
 
           16   pleased to get an e-mail from Ralph  Cavanagh at NRDC 
 
           17   noting that Google would now be add ressing the 
 
           18   commercial sector in this so-called  software dashboards 
 
           19   that would allow us to see how our ice machines are 
 
           20   doing and what they're using and wh en so we can control 
 
           21   that. 
 
           22            That is very important bec ause when we just get 
 
           23   a bill that says what we used and w e don't know the 
 
           24   different components of our busines s, we can't control 
 
           25   it.  And as small businesses and me dium businesses and 
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            1   large businesses, if we can define what that is, we will 
 
            2   address it.  So I think that's impo rtant, and it's 
 
            3   coming fast, and it's going to real ly help us invest, 
 
            4   knowing what we're doing. 
 
            5            There was a discussion of funding wizards, and 
 
            6   the ECAA dollars that are now gone to help cities and 
 
            7   towns and state projects.  I would be remiss if I didn't 
 
            8   mention on-bill financing, and that  is something that 
 
            9   we've worked on both for small busi nesses but also for 
 
           10   the institutional sector, meaning t axpayer-funded 
 
           11   entities.  And I believe all three utilities are going 
 
           12   to be offering on-bill financing to  government entities 
 
           13   at zero percent interest and up to a million dollars per 
 
           14   meter.  So that can really help the se cities and 
 
           15   counties which we clearly know now are having trouble 
 
           16   with funding.  So that's a major pl us. 
 
           17            It was discussed that unde rstanding the 
 
           18   obstacles so as to be able to work through them is 
 
           19   important, and I want to address ju st two areas that I 
 
           20   think are worth mentioning. 
 
           21            The coordination of agenci es within the State, 
 
           22   I think, is incredibly important.  A simple example is 
 
           23   that a couple years ago we went to the Department of 
 
           24   Alcoholic Beverage Control for the simple reason that 
 
           25   food service equipment, and for bus inesses to take 
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            1   advantage of those incentives, it's  a really tough go. 
 
            2   There is not a real connection betw een food service and 
 
            3   efficiency.  There hasn't been.  A lot of new advances 
 
            4   have occurred. 
 
            5            But we thought, you know, what if when you're 
 
            6   applying for your liquor permit tha t when you go to 
 
            7   DABC, which you have to do, if thos e incentives are 
 
            8   right there in the window for you t o pick up and take 
 
            9   advantage of before you've purchase d all your equipment. 
 
           10   And the challenge was whether DABC would help cooperate. 
 
           11            Well, we met with Steve Ha rdy, and this was a 
 
           12   couple years ago, and we talked abo ut that initiative 
 
           13   which we've made happen with PG&E s tarting a pilot 
 
           14   program which demonstrated that tho se pamphlets are 
 
           15   being taken.  But DABC went farther  in offering that 
 
           16   whenever there is a transaction tha t occurs, whether it 
 
           17   be a new permit or a transfer, the utilities can get 
 
           18   that information so they can then g et out to those 
 
           19   businesses right away. 
 
           20            Now, we haven't implemente d that yet, but I 
 
           21   think it demonstrates what can occu r if the government 
 
           22   agencies simply -- if we're all row ing in the same 
 
           23   direction.  So I think it provides one example of how to 
 
           24   move that forward. 
 
           25            Finally, Supervisor Robert s brought up what I 
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            1   think is perhaps one of the most im portant issues 
 
            2   yesterday when he talked about perm itting and the issues 
 
            3   of those blockages.  He talked abou t an algae pond in 
 
            4   San Diego for that industry down th ere that they simply 
 
            5   couldn't get permits for.  I think that's a real 
 
            6   challenge, and I think that's somet hing that we need to 
 
            7   address.  It's very important to ad dress, because it 
 
            8   also goes to the mind-set of "we ca n't do this" that 
 
            9   many businesses feel in California.  
 
           10            I'll give you an example o f one way that we've 
 
           11   tried to help to break through, and  hopefully have made 
 
           12   some progress. 
 
           13            A small business person ca me to us and joined 
 
           14   Small Business California with the idea of building 
 
           15   something called aquaponics using a  facility in 
 
           16   Watsonville that incorporates green houses that are no 
 
           17   longer used productively because th e floral industry has 
 
           18   fallen to globalization here in Cal ifornia.  The flowers 
 
           19   that are coming up from South Ameri ca are just -- they 
 
           20   can't compete. 
 
           21            So the square footage in g reenhouses and the 
 
           22   taxes being paid to the City of Wat sonville are leaving 
 
           23   this business person in a tough pos ition.  And so they 
 
           24   went to Fish and Game to look at so mething called 
 
           25   aquaponics which raises Tilapia -- which you buy at 
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            1   Costco for $5.99 a pound from Indon esia -- in a 
 
            2   closed-loop system so that those fo od miles, so to 
 
            3   speak, can be brought down and that  product can be 
 
            4   produced in Watsonville. 
 
            5            Well, initially Fish and G ame said, sorry, we 
 
            6   will now allow -- that is on our li st of fish that you 
 
            7   cannot work with, and so we can't h elp you.  Well, the 
 
            8   distinction of the ability for thos e fish to get into 
 
            9   the environment in normal agricultu re and aquaponics, 
 
           10   which is truly a closed-loop system , we felt was 
 
           11   something that we should bring forw ard.  So we've asked 
 
           12   to meet with Fish and Game and also  with the natural 
 
           13   resources folks at the Legislature to come at it from 
 
           14   both ends to say maybe this is a qu estion worth 
 
           15   listening to. 
 
           16            Well, fortunately two days  ago Fish and Game 
 
           17   came back with an e-mail that said,  you know what, we 
 
           18   think this is a question worth list ening to.  Now, I 
 
           19   don't know if our help made that ha ppen.  I think the 
 
           20   letter that was drafted by the busi ness really got the 
 
           21   job done.  But I think it just, aga in, provides another 
 
           22   example where we need to find those  areas where 
 
           23   obstacles do exist, identify where the distinctions can 
 
           24   help move us forward, and in that w ay we'll be 
 
           25   successful. 
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            1            I appreciate the opportuni ty to speak. 
 
            2            CHAIRPERSON NICHOLS:  Than k you.  Thank you for 
 
            3   your role in that particular succes s story.  It sounds 
 
            4   like being part of Small Business C alifornia is a good 
 
            5   deal.  It's a commercial for your o rganization. 
 
            6            Okay.  Juhan Canete from t he California 
 
            7   Hispanic Chamber of Commerce. 
 
            8            MR. CANETE:  Thank you, Ma dame Chair, and thank 
 
            9   you members of the CARB board for a llowing me to speak 
 
           10   today. 
 
           11            My name is Juhan Canete, E xecutive Director of 
 
           12   California Hispanic Chamber of Comm erce.  The Chamber is 
 
           13   the largest Hispanic regional busin ess organization in 
 
           14   the nation representing over 720,00 0 Hispanic-owned 
 
           15   businesses through a network of 65 chambers and business 
 
           16   associations throughout California.  
 
           17            We've been following the d evelopment of AB 32 
 
           18   policies for a number of years now,  and as specific 
 
           19   regulations take shape, one thing h as become clear. 
 
           20   There will be an enormous impact on  employment and on 
 
           21   energy and other costs.  It's also very clear that if 
 
           22   California pursues these policies o n its own without 
 
           23   similar efforts taking place at the  same time by other 
 
           24   states, the Federal Government and the rest of the 
 
           25   world, we will have spent billions and risked all those 
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            1   jobs and made absolutely no impact on global warming. 
 
            2            Even our potential partner s in the regional 
 
            3   cap-and-trade program, the Western Climate Initiative 
 
            4   states, have decided now is not the  time to embark on 
 
            5   such a program.  They recognize tha t their economies 
 
            6   cannot sustain the cost. 
 
            7            And from our perspective, California should 
 
            8   strongly consider holding off on th e solo cap-and-trade 
 
            9   program and wait until there are en ough partners for us 
 
           10   to protect the competitiveness of C alifornia businesses 
 
           11   and actually have some meaningful i mpact on greenhouse 
 
           12   gas emissions. 
 
           13            The Federal Government is apparently ready to 
 
           14   announce its climate change policy,  and we believe it's 
 
           15   in California's interest to examine  the national 
 
           16   proposal and try to work in coopera tion with the Federal 
 
           17   Government and other states to arri ve at a uniform 
 
           18   national policy that will level the  playing field for 
 
           19   all concerned, and again, provide t he best chance for 
 
           20   meaningful emissions reductions. 
 
           21            As it stands now, the high er energy costs 
 
           22   related to California's AB 32 plans  will 
 
           23   disproportionately impact small bus inesses and 
 
           24   low-income communities, a sector he avily represented by 
 
           25   our Hispanic Chamber's membership. 
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            1            And because AB 32 targets carbon-intensive 
 
            2   industries, small businesses and su ppliers will be 
 
            3   disproportionately impacted as well , and additionally 
 
            4   good-paying blue collar union jobs that have a high 
 
            5   percentage of Latino workers and wo rkers who haven't had 
 
            6   the advantage of advanced higher ed ucation.  Again, 
 
            7   these are people from our community , so we are 
 
            8   understandably concerned about this , this issue. 
 
            9            We urge you to proceed wit h caution and work to 
 
           10   coordinate with other state and nat ional efforts to 
 
           11   achieve the most cost-effective and  environmentally 
 
           12   beneficial program possible. 
 
           13            And I thank you for your t ime. 
 
           14            CHAIRPERSON NICHOLS:  Than k you.  And I think 
 
           15   that's good advice.  We do need to be coordinated.  We 
 
           16   appreciate that. 
 
           17            BOARD MEMBER ROBERTS:  Cou ld I -- 
 
           18            CHAIRPERSON NICHOLS:  Sorr y I butchered your 
 
           19   name.  Yes.  Just a moment, sir.  E xcuse me. 
 
           20            BOARD MEMBER ROBERTS:  One  of the comments, not 
 
           21   one of the comments, several, yeste rday when we were 
 
           22   doing the economic analysis, and I don't know if you 
 
           23   were able to see that, but one of t he things there 
 
           24   seemed to be a strong consensus on San Diego going -- or 
 
           25   excuse me, California going alone.  California going 
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            1   alone is a far more expensive way t o do this.  So what 
 
            2   you're saying is absolutely right, and I hope you keep 
 
            3   saying it. 
 
            4            MR. CANETE:  Thank you. 
 
            5            CHAIRPERSON NICHOLS:  Okay .  Hank de Carbonel. 
 
            6            As far as I know, this is the last witness who 
 
            7   signed up on this item. 
 
            8            MR. De CARBONEL:  Yeah.  M y name is Hank 
 
            9   de Carbonel with the Concrete Pumpe rs.  Certainly an 
 
           10   auspicious day today.  It's not jus t Earth Day, it's not 
 
           11   just the meeting of the Board, but it's Lenin's 
 
           12   birthday.  You know, the other Leni n, the crazy one, the 
 
           13   one the Germans sent back to destro y their country.  He 
 
           14   had a fellow named Lysenko who prod uced their five-year 
 
           15   plans, primarily in agriculture. 
 
           16            Mr. Lysenko was not a farm er, was not an 
 
           17   agricultural expert, but he was exc ellent with the paper 
 
           18   and pencil, and his plans always fa iled and his plans 
 
           19   led to people dying of starvation a nd living in 
 
           20   miserable conditions.  The result w as Mr. Lysenko had to 
 
           21   start with a new piece of paper.  H owever, other people 
 
           22   died.  So he was frequently wrong b ut never in doubt. 
 
           23            Now, on the Scoping Plan, there is no cost in 
 
           24   there for getting the electricity f rom these wonderful 
 
           25   gadgets to where the electricity is  needed. 
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            1            I might point out to you I  read a story the 
 
            2   other day about in Europe there are  two-tiered plans for 
 
            3   energy.  So if you're producing gre en energy you get to 
 
            4   charge more for it than the convent ional coal or 
 
            5   nuclear-powered energy.  They found  an energy company 
 
            6   that was producing alternate energy  and getting paid a 
 
            7   premium for it from solar cells.  S omebody finely got 
 
            8   around to noticing they were produc ing a lot of solar 
 
            9   electricity at night which seemed t o be somewhat 
 
           10   difficult, a new technological brea k-through of some 
 
           11   kind.  They went out and found they  were running diesel 
 
           12   generators to power the lights to p ower the solar panels 
 
           13   so they could get the electricity a t a supreme power. 
 
           14   So it's a law of unintended consequ ences. 
 
           15            And as we see constantly, government agencies 
 
           16   have a problem.  They can't quite k eep up with the speed 
 
           17   of private industry.  And we've hea rd these glowing 
 
           18   reports today constantly of all the  wonderful things 
 
           19   that are happening on the energy fr ont and subsidization 
 
           20   and the incentive programs and all these things.  I'm 
 
           21   curious, if these things are so won derful and so great 
 
           22   and so bountiful, why do they have to be subsidized? 
 
           23   Why can't these people support thei r own ideas that are 
 
           24   so technically advanced? 
 
           25            And I would also suggest t o you that this 
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            1   money, these subsidies, these tax c redits, these loans, 
 
            2   these low interest loans, the State  can't print money, 
 
            3   unlike the feds.  So this money tha t gets spent is 
 
            4   somebody's money.  It's the taxpaye rs' money. 
 
            5            So when you go out and sta rt making choices on 
 
            6   who's the winners and who's the los ers, I don't think 
 
            7   that's CARB's role, I don't think t hat's cap-and-trade's 
 
            8   role.  Cap-and-trade right now, car bon credits in 
 
            9   Chicago as of a couple days ago are  about a dime.  In 
 
           10   Europe they're about $24.  Now, if I'm buying or 
 
           11   selling, it's going to make a big d ifference where I buy 
 
           12   or sell. 
 
           13            That's what I have to say.  
 
           14            CHAIRPERSON NICHOLS:  If y ou want to finish 
 
           15   up -- okay, thank you, sir. 
 
           16            Good reminder that not eve rybody is a believer. 
 
           17   It's also, I think, worth mentionin g that one of the 
 
           18   reasons why we're here, why AB 32 w as created in the 
 
           19   first place, is because there alrea dy are subsidies for 
 
           20   dirty energy.  They've existed for a long time, and they 
 
           21   include our lungs and our air and o ur communities. 
 
           22            So for a long time, I thin k, entities of 
 
           23   government have been trying to find  ways to bring on the 
 
           24   newer, cleaner stuff, but it always  lacks competition 
 
           25   because the thumb is on the scales for the other older, 
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            1   dirtier energy sources. 
 
            2            And if you listen, I don't  know if you have 
 
            3   placed any credibility with them, b ut if you listen to 
 
            4   the oil industry, they'll tell you that they're poised 
 
            5   and ready to bring on cleaner energ y sources, in fact 
 
            6   they're investing in them.  They're  just not going to 
 
            7   invest very much until government m akes a decision as to 
 
            8   what it wants, sets the rules and t hen gets out of the 
 
            9   way. 
 
           10            I think that's the right p olicy.  I don't think 
 
           11   our job is to pick winners and lose rs.  I think our job 
 
           12   is to specify what's needed from an  environmental 
 
           13   perspective and then try to get the re in as economically 
 
           14   efficient manner as possible, which  certainly does not 
 
           15   include us trying to run the progra m. 
 
           16            So that's been the philoso phy, I think, from 
 
           17   the very beginning on this board.  It certainly is the 
 
           18   Governor's philosophy.  And I hope,  sir, that as you 
 
           19   stay tuned, because I can see that you're now spending a 
 
           20   lot of time with us, that you will see that that 
 
           21   actually is how we're going about d oing our work. 
 
           22            All right.  That was the l ist of all the 
 
           23   witnesses. 
 
           24            Anybody have any additiona l questions or 
 
           25   comments at this point? 
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            1            BOARD MEMBER TELLES:  Ther e was comments today 
 
            2   and yesterday about how some of the se green businesses 
 
            3   are slowed down by permitting and a ll that.  And I'm 
 
            4   aware of that also in San Joaquin V alley.  But is there 
 
            5   local, state and federal coordinati on of this, and is 
 
            6   there a fast-track way to do this? 
 
            7            I mean, yesterday Supervis or Roberts mentioned 
 
            8   that they basically lost an industr y in San Diego County 
 
            9   that is going to be a green industr y, and we hear all 
 
           10   that we have for funding for some o f these things, which 
 
           11   I also agree that's taxpayer dollar s, and that funding 
 
           12   has to be used correctly, but if we  don't facilitate 
 
           13   this, it's not going to work. 
 
           14            EXECUTIVE OFFICER GOLDSTEN E:  There used to be 
 
           15   a Trade and Commerce Agency in Stat e government that was 
 
           16   eliminated that used to do a lot of  that work to help 
 
           17   with the streamlining of permitting .  I think Tabetha 
 
           18   can give us a quick report on the n ew entity that the 
 
           19   Governor just created that helps tr y to expedite 
 
           20   permitting that was just announced the other week. 
 
           21            Tabetha? 
 
           22            AIR POLLUTION SPECIALIST W ILLMON:  Yeah.  I 
 
           23   think we in California recognize th at we need to help 
 
           24   businesses.  We need to create a pl ace for them to go, a 
 
           25   single, unified point. 
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            1            Governor Schwarzenegger re cently created the 
 
            2   Office of Economic Development, and  he's tying in all of 
 
            3   the different state agencies so thi s can be a 
 
            4   centralized point for businesses to  go to deal with such 
 
            5   issues as permitting challenges, th e different 
 
            6   challenges that they're going to en counter as we're 
 
            7   trying to recover our economy, so p articularly as we're 
 
            8   transitioning to a green economy. 
 
            9            BOARD MEMBER TELLES:  Shou ld we perhaps just 
 
           10   send a letter there also just reemp hasizing the 
 
           11   importance of this?  I mean, I'm su re he's aware, but... 
 
           12            CHAIRPERSON NICHOLS:  I th ink it's a fine idea, 
 
           13   I really do. 
 
           14            BOARD MEMBER TELLES:  I me an, this whole 
 
           15   economic analysis is kind of predic ated upon the fact 
 
           16   that there's going to be green jobs , but if other state 
 
           17   agencies kill the green jobs, it's not going to work. 
 
           18   And I think that is a priority, not  just something to 
 
           19   talk about. 
 
           20            CHAIRPERSON NICHOLS:  Earl y on, if I may just 
 
           21   respond a little bit further, as pa rt of the Climate 
 
           22   Action Team, Secretary Adams has co nvened a 
 
           23   cabinet-level group of all the othe r agencies that have 
 
           24   a piece, either because like the En ergy Commission they 
 
           25   can channel funds or because they c ould stand in the 
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            1   way.  And sometimes they do. 
 
            2            One of the biggest obstacl es, though, is the 
 
            3   number of state, federal and local agencies that all 
 
            4   have a role in permitting.  And alt hough people have 
 
            5   talked about it for years, the only  way that we found to 
 
            6   actually expedite permitting is kin d of a brute-force 
 
            7   system where you get everybody into  a room and put them 
 
            8   on a schedule and make them do thei r job faster. 
 
            9            That is now happening with  respect to solar 
 
           10   energy in California because I thin k it finally got to 
 
           11   the point where everybody recognize d that we were our 
 
           12   own worst enemies in some respects in terms of being 
 
           13   able to take advantage of the solar  energy we have in 
 
           14   California.  So there is actually a  working group of 
 
           15   people assigned by Secretary of Int erior, the Governor's 
 
           16   office, all the state agencies and federal agencies that 
 
           17   either are land owners or have a ro le in the permitting 
 
           18   to take a list of projects and work  through them. 
 
           19            Not every project is going  to succeed, because 
 
           20   sometimes they were sited in the wr ong place or they 
 
           21   really do have impacts that are not  possible to 
 
           22   mitigate.  But many of them will, a nd it's going to be 
 
           23   something that we will see getting done, I think, by the 
 
           24   end of this year. 
 
           25            But I'm sure those of you with local government 
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            1   experience in particular have thing s to say about how 
 
            2   well or badly this all works. 
 
            3            Barbara? 
 
            4            BOARD MEMBER RIORDAN:  Wel l, I think, Madame 
 
            5   Chairman, you hit on it.  You just have to get everybody 
 
            6   together. 
 
            7            I don't know the particula rs, and forgive me 
 
            8   for this, but I know there is a sol ar effort in part of 
 
            9   our desert and it's had some bumps and it's had some 
 
           10   problems.  And I think the locals n eed to be brought 
 
           11   into the process very early on, and  that's going to 
 
           12   change depending on where the facil ity is sited.  But in 
 
           13   my case, lets take San Bernardino C ounty, and that is in 
 
           14   an unincorporated area so we're tal king about the 
 
           15   county.  We need to have those peop le sitting at the 
 
           16   table as well. 
 
           17            So I want to encourage you  to perhaps ask that 
 
           18   the local people be there working t his through.  Because 
 
           19   we have just a whole host of federa l and state issues, 
 
           20   but the local people need to be a p art of it because 
 
           21   they can undo a lot of good if they  aren't brought into 
 
           22   the process early on. 
 
           23            CHAIRPERSON NICHOLS:  Than k you. 
 
           24            Yes, Dr. Balmes. 
 
           25            BOARD MEMBER BALMES:  Well , I'm neither a small 
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            1   business person nor a person with e xperience at local 
 
            2   government, but perhaps because I'm  an academic I'm 
 
            3   particularly frustrated or have bee n particularly 
 
            4   frustrated with university bureaucr acy. 
 
            5            CHAIRPERSON NICHOLS:  You have your own 
 
            6   bureaucracy to deal with. 
 
            7            BOARD MEMBER BALMES:  So I  just wanted to add 
 
            8   my voice to the chorus here.  I rea lly think that the 
 
            9   brute-force approach may be necessa ry here.  I mean, 
 
           10   given the economic crisis, given th e dissatisfaction 
 
           11   with the populous with regard to go vernment, we have to 
 
           12   make government deliver for small b usiness in this 
 
           13   regard.  So I just wanted to add my  voice to what's 
 
           14   already been said. 
 
           15            CHAIRPERSON NICHOLS:  Than k you.  Yes. 
 
           16            BOARD MEMBER ROBERTS:  I'm  not sure where 
 
           17   though start here. 
 
           18            CHAIRPERSON NICHOLS:  I'm sorry, you've got 
 
           19   three minutes.  (Laughter) 
 
           20            BOARD MEMBER ROBERTS:  It' s not necessarily 
 
           21   state agencies, it's the whole gamu t of state rules and 
 
           22   regulations that are killing us.  T ry to go put in a 
 
           23   windmill; you will think you're sta rting World War III. 
 
           24   I went just through a battle just t o put up a windmill 
 
           25   test tower which is a pole that mig ht be three or four 
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            1   inches in diameter that's hardly vi sible, and you start 
 
            2   to set off all sorts of concerns. 
 
            3            Environmentalism has been co-opted in terms of, 
 
            4   in many instances, becoming a weapo n to stop things from 
 
            5   getting done, and it's being used a gainst the very 
 
            6   things that we need.  It isn't just  solar.  We still 
 
            7   have problems with solar.  I don't know where this 
 
            8   committee is.  But it's not just bu ilding a plant, 
 
            9   you've got to transmit the electric ity, unless we're all 
 
           10   going to move out to the desert.  B ut the plants are 
 
           11   generally in remote areas and you n eed transmission 
 
           12   lines.  And transmission lines, you  know, there are 
 
           13   people who imagine you can put thes e underground for the 
 
           14   whole way.  We do everything possib le to run up the cost 
 
           15   in an unrealistic way, and the time  that's required to 
 
           16   achieve these. 
 
           17            The Sapphire Energy that w as mentioned, their 
 
           18   two-scale facility is in New Mexico .  It's there because 
 
           19   California couldn't move.  It's not  just a matter if you 
 
           20   have the land.  I mean, there are p lenty of places where 
 
           21   it could have been done in Californ ia, but if you're 
 
           22   working on research or you're a com pany, it isn't like 
 
           23   government.  They have to move and they have to move 
 
           24   quickly.  Government has a differen t kind of luxury in 
 
           25   terms of, well, we can get to it.  And we have 
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            1   structured a whole series of polici es and governmental 
 
            2   agency procedures that are absolute ly having a 
 
            3   devastating effect. 
 
            4            And I mentioned the smugne ss that was part of 
 
            5   the California, oh, we're the Golde n State, you know, 
 
            6   we've got all these bright people.  That playing field 
 
            7   is changing dramatically, and we ar e losing big time. 
 
            8   And for the economists who yesterda y claimed that don't 
 
            9   worry about it because all the mone y that goes out of 
 
           10   state will come back automatically,  I'm still -- I 
 
           11   couldn't sleep last night thinking about that comment, 
 
           12   which is, you know, it is so arroga nt and so misdirected 
 
           13   and so wrong.  And I just can't bel ieve it. 
 
           14            But what strikes me most i s when I heard 
 
           15   yesterday and I heard today, we are  in effect -- we 
 
           16   are -- in the interests of driving the nation into a 
 
           17   policy we are taking a lot of risk in California to go 
 
           18   out front on this in the hopes that  first we will drive 
 
           19   the nation into following us and th en the nation will 
 
           20   drive whose left in the world to do ing this.  But if it 
 
           21   doesn't happen at a federal level, we will have exposed 
 
           22   California businesses, taxpayers, j obs and the 
 
           23   California economy to what could be  a nightmare 
 
           24   scenario.  (Applause) 
 
           25            CHAIRPERSON NICHOLS:  Well , that's a cheerful 
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            1   note. 
 
            2            Yes, Sandy. 
 
            3            BOARD MEMBER BERG:  It fee ls to me like we 
 
            4   really have an opportunity.  If we look at the role of 
 
            5   businesses and stakeholders, MGOs a nd communities over 
 
            6   the last 40 years, it has tended to  be more conflictual. 
 
            7   But it feels to me that we are on t he cusp of an 
 
            8   opportunity for people to come toge ther and figure out 
 
            9   what is in the best interest, in fa ct, working 
 
           10   collaboratively rather than in this  conflictual nature. 
 
           11            And so as we look at the i mportance of AB 32 
 
           12   and what we really do want to achie ve in California, it 
 
           13   has become really apparent to me if  these stakeholders 
 
           14   cannot come together in a way to be  able to assess what 
 
           15   is in the best interest of Californ ia and to be able to 
 
           16   work together to achieve common goa ls, that is really 
 
           17   going to be the test.  And I think that this board can 
 
           18   have a great deal of influence in g etting people to the 
 
           19   table and asking them point blank w hat is it we want to 
 
           20   accomplish.  And that's what tends to break through 
 
           21   barriers in a way that in fact can create breakthroughs 
 
           22   that can return and continue Califo rnia, which I think 
 
           23   is on a very great path. 
 
           24            CHAIRPERSON NICHOLS:  Well , I think that's a 
 
           25   good segue, perhaps, into the next stage.  You know, 
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            1   we're definitely in a time when the  public, according to 
 
            2   all the polls and all the news stor ies you read, is 
 
            3   extremely divided, and these things  are very divisive. 
 
            4   And the language that we use as one  part of this can 
 
            5   help or hurt in that situation. 
 
            6            And I think it is very imp ortant, and your 
 
            7   comments are very well taken in thi s sense, that, you 
 
            8   know, we're not here because of any thing other than the 
 
            9   fact that we were all chosen for a purpose, which is to 
 
           10   carry out the laws of the State of California.  And I 
 
           11   know everyone here is very dedicate d to that and to 
 
           12   doing it in a way that we feel, bas ed on our own 
 
           13   history, experience and beliefs, me ets all the best 
 
           14   interests, best goals of the people  of the state of 
 
           15   California. 
 
           16            We're not here -- serving on this board is not 
 
           17   a stepping stone, as far as I know,  to any other office. 
 
           18   It certainly hasn't proven that way  in the past, anyway, 
 
           19   although some of our past members h ave gone on to other 
 
           20   things.  Being on the Air Board als o presents us with 
 
           21   tough situations.  But what's made this board a success 
 
           22   over the years, and I am very proud  of the reputation 
 
           23   that it has earned, historically.  Under all different 
 
           24   kinds of conditions and all differe nt kinds of 
 
           25   economies, California has been able  to remain a bright 
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            1   spot when it comes to balancing the  environment and 
 
            2   economic progress together. 
 
            3            We were the first to find smog and we were the 
 
            4   first to seriously start to address  it, and while doing 
 
            5   it we did it in a way that created industries and 
 
            6   created all kinds of opportunities that have then spread 
 
            7   to the rest of the country.  If we can't do that with 
 
            8   respect to climate change and energ y policy, then that 
 
            9   would be a terrible failure.  I don 't think any of us 
 
           10   wants to be party to that. 
 
           11            So we're going to have to find a way to work 
 
           12   through this that will lead to succ ess, and certainly 
 
           13   just sort of a blind attitude that says we know what's 
 
           14   best, or we're number one because w e're California, 
 
           15   isn't what's going to get us there.  
 
           16            So I think your admonishme nt to us is very 
 
           17   helpful and I really appreciate tha t. 
 
           18            Just in the interest of fa ctual clarity, this 
 
           19   desert renewable energy task force that I alluded to 
 
           20   before is only working on a list of  plants that have 
 
           21   applied for permits to build on fed eral land in the 
 
           22   desert, although they are looking a t -- they have 
 
           23   another list.  But they've started with the ones that 
 
           24   are on BLM land and that are all ne ar transmission 
 
           25   lines. 
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            1            So some of the issues that  have affected other 
 
            2   efforts that have popped up in the past have been 
 
            3   avoided.  But they actually have en ough plants that 
 
            4   they're working on -- I'm turning t o Mr. Goldstene to 
 
            5   correct me if I'm wrong about this,  but I believe that 
 
            6   when they briefed us on their work the other day that 
 
            7   they had 25 -- 
 
            8            EXECUTIVE OFFICER GOLDSTEN E:  22. 
 
            9            CHAIRPERSON NICHOLS:  22 p lants and enough 
 
           10   megawatts to basically fill every p ossible transmission 
 
           11   avenue that we have to more than ge t to the goals of 
 
           12   2020 that are in our plan. 
 
           13            So there's a lot of activi ty going on out 
 
           14   there.  People are making investmen ts and trying to move 
 
           15   these projects forward, and they do  believe that they've 
 
           16   got a bench of projects that can ma ke it. 
 
           17            BOARD MEMBER ROBERTS:  I a pplaud those efforts, 
 
           18   don't misconstrue.  I don't want an ybody to misconstrue. 
 
           19   That's exactly what's needed, and I  guess it's 
 
           20   frustrating when you see a Legislat ure that is faced 
 
           21   with all these problems.  And recen tly they exempted a 
 
           22   new football stadium in L.A. from e nvironmental review 
 
           23   at the same time as the State is bu rning down and they 
 
           24   don't address these more fundamenta l, important issues. 
 
           25   If there isn't something schizophre nic going on here, 
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            1   it's just beyond me. 
 
            2            CHAIRPERSON NICHOLS:  Duly  noted.  Duly noted. 
 
            3   All right.  Well, I think that we'v e had a discussion on 
 
            4   this item.  We have another major i tem before us, but I 
 
            5   think this is probably a good time to take a brief 
 
            6   break.  We'll take a 15-minute brea k.  Anybody who wants 
 
            7   to go down and look at the Earth Da y exhibits, build a 
 
            8   fuel cell in your spare time.  We'l l get back in 15 
 
            9   minutes.  Thank you. 
 
           10            (Recess) 
 
           11            CHAIRPERSON NICHOLS:  Than ks everybody.  Okay. 
 
           12   Our next item today is an update re garding the 
 
           13   regulation of in-use off-road diese l vehicles and the 
 
           14   in-use on-road diesel vehicles, oth erwise known as the 
 
           15   off-road regulation and the truck a nd bus regulation. 
 
           16            These regulations will bot h significantly 
 
           17   reduce the public's exposure to die sel particulate 
 
           18   matter and oxides of nitrogen emiss ions.  The off-road 
 
           19   regulation which was approved by th e Board on July 26, 
 
           20   2007, will apply to over 150,000 of f-road diesel 
 
           21   vehicles operating in California.  And the truck and bus 
 
           22   regulation, which was approved on D ecember 12, 2008, 
 
           23   will affect nearly a million on-roa d vehicles operating 
 
           24   in California each year. 
 
           25            When the regulations are f ully implemented, we 
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            1   expect them to prevent thousands of  premature deaths and 
 
            2   provide the State billions of dolla rs in economic 
 
            3   benefit in avoided premature death and health costs. 
 
            4   However, since the time the regulat ions were approved, 
 
            5   the State remains in a significant economic recession 
 
            6   which has required that the Board c ontinue to evaluate 
 
            7   the economic and emission impact of  the recession on the 
 
            8   affected fleets. 
 
            9            The last time we heard fro m staff regarding the 
 
           10   truck and bus regulation was in Dec ember of 2009 when 
 
           11   staff presented an assessment of th e effects of the 
 
           12   recession on the emissions from tru cks and busses.  At 
 
           13   that meeting there was consensus on  the Board that given 
 
           14   the gap between where we thought em ission levels would 
 
           15   be and where emissions actually are  as a result of the 
 
           16   down economy, there was room to pro vide some short-term 
 
           17   relief in the truck and bus regulat ion. 
 
           18            We asked that any proposed  changes be focused 
 
           19   on smaller businesses providing gre ater relief to those 
 
           20   that were most in need, increase th e overall 
 
           21   affordability of the regulation, an d continue to meet 
 
           22   the State's emission reduction goal s and obligations. 
 
           23   We originally directed staff to ret urn with a proposal 
 
           24   in April, but as we will hear later , that date has been 
 
           25   shifted back a few months to allow for additional work 
 
 
                                                                       75 



 
 
 
 
 
            1   to look at potential longer-term ch anges to the rules as 
 
            2   well. 
 
            3            Now, also in December 2009  the Associated 
 
            4   General Contractors organization pr ovided us with an 
 
            5   emissions inventory report that arg ued that due to the 
 
            6   recession the off-road regulation w as no longer needed 
 
            7   to meet federal air quality standar ds and therefore 
 
            8   could be delayed significantly.  At  that time we 
 
            9   directed staff to return with an as sessment of what 
 
           10   impact the current state of the eco nomy had or has had 
 
           11   on off-road diesel vehicle emission s and to see whether 
 
           12   further changes to the off-road reg ulation could be 
 
           13   made. 
 
           14            In considering further cha nges to the off-road 
 
           15   regulation, it's important to remem ber that the Board 
 
           16   has already approved a number of am endments going back 
 
           17   to July 2009 providing short-term r elief to off-road 
 
           18   fleets that are affected by the rec ession.  While 
 
           19   staff's current findings show that emissions from 
 
           20   off-road diesel vehicles are in fac t lower than what we 
 
           21   thought they would be, the question  before us today is 
 
           22   to what extent we should consider a dditional changes to 
 
           23   the regulation in light of the econ omy. 
 
           24            As we move forward to cons ider potential 
 
           25   changes to both regulations, I'd li ke to ask all of us 
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            1   to keep three requirements in mind.  
 
            2            First of all, the Board's mission, as we all 
 
            3   know but need to remind ourselves, is to protect public 
 
            4   health.  We must remember the needs  of the breathers of 
 
            5   California and the need to constant ly make progress 
 
            6   toward achieving clean air. 
 
            7            Second, the need to respon d to adverse economic 
 
            8   conditions.  We also must recognize  that unfavorable 
 
            9   economic times make it more difficu lt for industry to 
 
           10   comply with our regulations and sti ll function and 
 
           11   provide employment in California.  And, as we are 
 
           12   frequently reminded, unemployment i s also a risk to 
 
           13   health. 
 
           14            Finally, third, the need t o move forward and 
 
           15   make decisions even though there is  always uncertainty 
 
           16   concerning estimates of emissions a s well as economic 
 
           17   predictions.  Our task is to make t he best decisions we 
 
           18   can even in the face of uncertainty . 
 
           19            So with that I'd like to a sk Mr. Goldstene to 
 
           20   introduce this item. 
 
           21            EXECUTIVE OFFICER GOLDSTEN E:  Thank you, 
 
           22   Chairman Nichols. 
 
           23            Today you will hear about staff's continuing 
 
           24   efforts to evaluate the current eff ects on the economy 
 
           25   from emissions from vehicles subjec t to the off-road 
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            1   regulation and the truck and bus re gulation.  As part of 
 
            2   that effort, staff has evaluated wh at emission 
 
            3   reductions are needed from these tw o source categories 
 
            4   relative to our obligations under C alifornia's 2007 
 
            5   State Implementation Plan. 
 
            6            Through this evaluation st aff has concluded 
 
            7   that additional relief in both regu lations is possible 
 
            8   while still meeting our SIP obligat ions. 
 
            9            In making this determinati on, staff has also 
 
           10   identified specific principles that  it intends to follow 
 
           11   in evaluating potential regulatory relief.  These 
 
           12   include ensuring any changes mainta in the important 
 
           13   health benefits the regulations alr eady provide, 
 
           14   ensuring that we maintain the progr ess we need to attain 
 
           15   federal air quality standards, and that the amendments 
 
           16   provide real economic relief to tho se hardest hit by the 
 
           17   recession. 
 
           18            Since we were last before you on these topics 
 
           19   in December 2009, staff has been ac tive in working with 
 
           20   stakeholders on these issues.  In J anuary staff held 
 
           21   three workshops to solicit feedback  on proposed changes 
 
           22   to the truck and bus regulation to provide short-term 
 
           23   relief to truck operators.  We'll t ell you more about 
 
           24   what we learned at those workshops and how we intend to 
 
           25   move forward in providing such reli ef. 
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            1            Also in January the Associ ated General 
 
            2   Contractors of America, or AGC, pet itioned ARB to delay 
 
            3   the off-road regulation by two full  years citing the 
 
            4   economy and accuracy of the off-roa d emissions 
 
            5   inventory. 
 
            6            In February, in response t o the AGC petition 
 
            7   and to allow additional time for U. S. EPA to consider 
 
            8   California's authorization request for the off-road 
 
            9   regulation, I issued a delay of enf orcement of the 
 
           10   March 1st, 2010 performance require ments of the off-road 
 
           11   regulation. 
 
           12            This delay of enforcement has suspended the 
 
           13   requirement for off-road fleets to comply with either 
 
           14   filter or turnover requirements pen ding further notice. 
 
           15   However, the regulations for report ing, labeling and 
 
           16   reducing idling do remain in place.  
 
           17            Also, on March 11th I cond ucted an Executive 
 
           18   Officer Hearing to hear directly fr om stakeholders 
 
           19   firsthand regarding the effect the recession has had on 
 
           20   their business and whether addition al relief from the 
 
           21   off-road regulation beyond what the  Board has already 
 
           22   provided was necessary.  Staff's pr esentation will 
 
           23   summarize what we heard that day. 
 
           24            I'll now ask Ms. Kim Heroy -Rogalski of the 
 
           25   Mobile Source Control Division to b egin the staff 
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            1   presentation. 
 
            2            Kim. 
 
            3            OFF-ROAD IMPLEMENTATION SE CTION MANAGER 
 
            4            HEROY-ROGALSKI:  Thank you , Mr. Goldstene, and 
 
            5   good morning.  I manage the Off-Roa d Implementation 
 
            6   Section here; however, today I'll b e speaking about both 
 
            7   the off-road and the truck and bus regulations. 
 
            8            So here is an outline of w hat I'll talk about 
 
            9   today.  First, I'll give you an ove rview and discuss 
 
           10   principles that staff propose to fo llow as we consider 
 
           11   changes to both regulations. 
 
           12            Second, I'll summarize rec ent and ongoing 
 
           13   improvements to our estimates of em issions and what they 
 
           14   mean for our State Implementation P lan or SIP 
 
           15   commitments. 
 
           16            Third, I'll update you on the status of the 
 
           17   off-road regulation including the M arch Executive 
 
           18   Officer Hearing and options for ame nding the regulation. 
 
           19            Next, I'll update you on t he status of the 
 
           20   truck and bus reg including what we  learned at the 
 
           21   workshops held in January and recen t extensions we've 
 
           22   made to some of the reporting and c ompliance dates, as 
 
           23   well as options for amending the re gulation. 
 
           24            And finally, I'll describe  the actions and 
 
           25   timeline that staff is proposing yo u direct us to 
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            1   pursue. 
 
            2            Okay.  So first, let me st art with the big 
 
            3   picture.  The net effect of the rec ession and other 
 
            4   refinements to our inventory estima tes have reduced 
 
            5   emissions statewide below what we p reviously predicted. 
 
            6   There is, therefore, room for some relief for both the 
 
            7   off-road and on-road regulations.  Even if we relax both 
 
            8   rules some, we can still meet our S IP commitments and 
 
            9   protect public health. 
 
           10            To identify an equitable p roposal that can 
 
           11   reduce the compliance costs for bot h rules while still 
 
           12   meeting our SIP commitments and res erving the overall 
 
           13   health benefits, we believe it make s the most sense to 
 
           14   consider both rules simultaneously.  
 
           15            While staff has not yet an alyzed and vetted all 
 
           16   potential changes with stakeholders , we do have some 
 
           17   principles we suggest to guide the process. 
 
           18            So here are the ten guidin g principles that we 
 
           19   suggest. 
 
           20            First, continue incrementa l progress toward 
 
           21   cleaner air. 
 
           22            Second, ensure whatever ch anges we make do not 
 
           23   negatively impact public health.  I n other words, we 
 
           24   don't want levels of harmful emissi ons to be higher than 
 
           25   we anticipated they would be with t he regulations in 
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            1   place. 
 
            2            Third, meet our SIP commit ments. 
 
            3            Fourth, be cognizant of AR B's goals to reduce 
 
            4   greenhouse gases.  Where possible, provide incentives to 
 
            5   reduce greenhouse gases along with the toxic and 
 
            6   criteria pollutants targeted by the  two regulations. 
 
            7            Fifth, look to improve the  cost-effectiveness 
 
            8   of the regs as much as possible. 
 
            9            Sixth, try to lower peak y ear costs; that is, 
 
           10   spread the costs out more evenly ov er time. 
 
           11            Seventh, consider offering  relief to fleets 
 
           12   impacted by both regulations and be  sensitive to their 
 
           13   cumulative impact. 
 
           14            Eighth, try to provide the  most relief to the 
 
           15   fleets hardest hit by the recession . 
 
           16            Ninth, ensure we maintain our emissions 
 
           17   benefits as the economy recovers. 
 
           18            And finally, tenth, to sup port and incentivize 
 
           19   clean technologies, recognizing tha t we'll need these 
 
           20   technologies in the long term. 
 
           21            So I've mentioned SIP dead lines and commitments 
 
           22   several times, so before moving for ward, let me just 
 
           23   provide a little context regarding the most pressing SIP 
 
           24   deadlines. 
 
           25            The two regions that drove  development of the 
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            1   off-road and truck and bus regulati ons are the South 
 
            2   Coast and San Joaquin Valley.  Both  must attain the fine 
 
            3   particulate matter standard by 2014  and the ozone 
 
            4   standard by 2023.  ARB submitted th e SIPs containing 
 
            5   measures for off-road and on-road d iesel vehicles to 
 
            6   U.S. EPA several years ago. 
 
            7            Both South Coast and San J oaquin need large 
 
            8   emission reductions to achieve atta inment, on the order 
 
            9   of a cut in half to 2006 NOx levels .  Reducing emissions 
 
           10   from trucks and off-road vehicles i s key to achieving 
 
           11   this as they account for 40 to 50 p ercent of the total 
 
           12   NOx in these regions, and even grea ter NOx reductions 
 
           13   will be needed to meet the 2023 eig ht-hour ozone 
 
           14   deadline. 
 
           15            So, speaking of emissions,  I'd like to turn now 
 
           16   to a summary of recent work to impr ove our estimates of 
 
           17   emissions and their impact on publi c health. 
 
           18            Since we last addressed th e Board in December 
 
           19   of last year, we've made progress o n a number of fronts. 
 
           20            First, we've reviewed the analysis that AGC 
 
           21   brought before the Board in Decembe r. 
 
           22            Second, a researcher at U.  C. Berkeley 
 
           23   published a study late last year co ncluding that ARB's 
 
           24   estimates of off-road emissions wer e too high.  Our 
 
           25   staff has dug into this work and we  will share our 
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            1   findings. 
 
            2            Third, we've worked to bui ld the effects of the 
 
            3   recent recession into our inventory  estimates. 
 
            4            Fourth, we've incorporated  the results of a 
 
            5   recent field study on trucks and up dated our 
 
            6   understanding of how truck emission s vary regionally. 
 
            7   This is particularly important in t he South Coast. 
 
            8            Finally, I'll speak briefl y regarding recent 
 
            9   work to fine-tune our quantificatio n of the health 
 
           10   effects of fine PM. 
 
           11            So, back in December repre sentatives from AGC 
 
           12   presented you with a forecast of em issions from sources 
 
           13   covered by the off-road regulation.   They took the 
 
           14   vehicle population that had been re ported to ARB as of 
 
           15   early last fall and then projected it forward using the 
 
           16   growth assumptions in ARB's off-roa d model.  Their 
 
           17   estimate showed that off-road emiss ions would remain 
 
           18   below rule targets for most future years, even if there 
 
           19   was no regulation. 
 
           20            We commend AGC for examini ng what the recession 
 
           21   has meant for off-road emissions an d the regulation's 
 
           22   targets.  However, we believe the v ehicle population AGC 
 
           23   used was too low for two reasons. 
 
           24            First, fleets have continu ed to report their 
 
           25   off-road vehicles since AGC made th eir projections. 
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            1            Second, AGC assumed that a ll fleets had 
 
            2   reported all their vehicles as requ ired. 
 
            3            Including an estimate of v ehicles and fleets 
 
            4   that have not yet reported, we now believe there were 
 
            5   about 175,000 vehicles in Californi a last year which is 
 
            6   within 10 percent of our original e stimate. 
 
            7            ARB staff this week receiv ed an update to AGC's 
 
            8   analysis, and we've begun looking a t this new 
 
            9   information.  Staff believe AGC's n ew methodology is 
 
           10   similar to the approach we are foll owing, although there 
 
           11   are some differences in the base as sumption.  Staff will 
 
           12   continue to consider this new infor mation and how it can 
 
           13   be used in our update to the invent ory. 
 
           14            So, overall, the vehicle p opulation has turned 
 
           15   out to be slightly lower than we ex pected, which doesn't 
 
           16   have a very significant impact on o ur emission 
 
           17   estimates.  However, for other reas ons, which I'll 
 
           18   discuss next, we do believe off-roa d emissions are lower 
 
           19   than previously predicted. 
 
           20            Okay.  So first, a little background on how we 
 
           21   build emission inventories. 
 
           22            For regulatory development  and planning 
 
           23   purposes, ARB needs an emissions in ventory with 
 
           24   specificity in vehicle population, age and horsepower. 
 
           25   This is considered a bottom-up appr oach because it 
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            1   begins by looking at individual veh icles and then sums 
 
            2   up their emissions to the combined statewide emissions. 
 
            3   This is the basis for both ARB's an d U.S. EPA's off-road 
 
            4   emission inventories. 
 
            5            An alternative approach is  a fuel-based 
 
            6   analysis.  In this method the total  consumption of fuel 
 
            7   across the State from relevant sour ces -- in this case, 
 
            8   off-road vehicles -- is determined.   From that 
 
            9   information the emissions for the e ntire statewide fleet 
 
           10   are estimated without considering h ow many vehicles are 
 
           11   using the fuel or how much each one  is working.  This is 
 
           12   a top-down approach because it begi ns by looking at a 
 
           13   statewide indicator and then estima tes emissions across 
 
           14   the State. 
 
           15            While this methodology is less detailed than a 
 
           16   bottom-up approach, it does provide  a good cross check 
 
           17   on the numbers generated using a bo ttom-up method. 
 
           18            In December of last year, U.C. Berkeley 
 
           19   Professor Rob Harley published a st udy using a 
 
           20   fuel-based top-down method to valid ate ARB estimates of 
 
           21   off-road vehicle emissions.  Profes sor Harley concluded 
 
           22   that ARB's estimates were too high by a factor of 3 to 
 
           23   4.  ARB staff has evaluated Profess or Harley's analysis 
 
           24   and concluded that Professor Harley , who used federal 
 
           25   construction fuel estimates for Cal ifornia, left a 
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            1   significant amount of fuel out of h is analysis.  The 
 
            2   paper did not account for taxable f uel use in off-road 
 
            3   vehicles nor for all equipment cate gories covered by the 
 
            4   off-road regulation such as mining,  et cetera. 
 
            5            However, staff does believ e that Harley's work 
 
            6   has identify a likely overestimate in ARB's previous 
 
            7   numbers.  Staff believes that previ ous emission 
 
            8   estimates were too high by a factor  of 1.4 to 2, and 
 
            9   we've adjusted our estimates accord ingly for the 
 
           10   inventory work described today. 
 
           11            We're continuing to resear ch which ARB 
 
           12   inventory model inputs may have led  to this overestimate 
 
           13   -- emission factors, load factors, et cetera -- and we 
 
           14   continue to work to reconcile the t op-down method with 
 
           15   our bottom-up approach. 
 
           16            ARB staff has also been wo rking to account for 
 
           17   the impact of the current severe re cession on off-road 
 
           18   emissions.  Staff examined statisti cs related to 
 
           19   construction from United States and  California 
 
           20   government agencies as well as data  on new equipment 
 
           21   sales financed.  These indicators h ave all fallen since 
 
           22   2006 with the drop ranging from 30 to 80 percent. 
 
           23   Overall, we estimate a roughly 50 p ercent drop in 
 
           24   off-road vehicle activity since 200 6, and staff is 
 
           25   building that into our emission est imates. 
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            1            Since staff last briefed y ou extensively 
 
            2   regarding the on-road truck emissio ns inventory in 
 
            3   December, we've made two important improvements to our 
 
            4   emission estimates. 
 
            5            First, we've created a spe cial inventory 
 
            6   category for construction trucks.  These roughly 76,000 
 
            7   trucks out of about 475,000 trucks total have 
 
            8   experienced a reduction in activity  similar to that 
 
            9   experienced by other construction s ources. 
 
           10            Second, we've used results  from a two-year 
 
           11   field study as well as Caltrans roa dway count data to 
 
           12   develop region-specific emission es timates for trucks. 
 
           13   This analysis indicates greater tru ck mile travels -- 
 
           14   greater truck miles traveled and em issions in South 
 
           15   Coast than previously thought. 
 
           16            Okay.  So putting all thes e improvements 
 
           17   together, what does this all mean?  This slide 
 
           18   summarizes the results.  For simpli city purposes, we've 
 
           19   combined NOx and PM2.5 together her e into NOx equivalent 
 
           20   emissions.  That weights the contri bution of both 
 
           21   pollutants to ambient PM2.5 levels.   We're showing a 
 
           22   situation here for trucks and off-r oad vehicles 
 
           23   combined. 
 
           24            As you can see, due to the  overestimate 
 
           25   illuminated by the fuel-based metho d, we're revising our 
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            1   off-road emission estimates down.  The recession has 
 
            2   also brought off-road emissions dow n significantly while 
 
            3   having a smaller effect on truck an d bus emissions.  And 
 
            4   finally, South Coast truck emission s are higher than 
 
            5   previously estimated. 
 
            6            Overall, in the South Coas t in 2014 we now 
 
            7   expect NOx equivalent emissions to be 21 to 42 tons per 
 
            8   day lower than we previously predic ted. 
 
            9            Okay.  So that means whate ver additional relief 
 
           10   we propose, including changes to bo th regulations, 
 
           11   should increase emissions no more t han a margin of 21 to 
 
           12   42 tons per day.  And ARB inventory  staff will be 
 
           13   working to narrow this range over t he next several 
 
           14   months. 
 
           15            For the SIPs already submi tted, the largest 
 
           16   emission reductions are needed in t he South Coast, and 
 
           17   the most challenging year for showi ng attainment is 
 
           18   2014.  So to estimate the magnitude  of changes we can 
 
           19   make to both regs, we focused on So uth Coast emissions 
 
           20   in 2014.  And I've presented this s ituation here for 
 
           21   South Coast in 2014; however, we ex pect there to be a 
 
           22   margin in the San Joaquin Valley as  well. 
 
           23            Okay.  So since December o f last year, in 
 
           24   addition to the work I've summarize d on this slide, 
 
           25   we've also been working to refine o ur estimates of the 
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            1   health effects of fine particulate matter. 
 
            2            So on February 26 ARB host ed a symposium on the 
 
            3   science behind the methodology used  to estimate PM2.5 
 
            4   related to premature deaths in Cali fornia.  We invited 
 
            5   scientists from academic institutio ns, government 
 
            6   agencies and the private sector, an d over 20 scientists 
 
            7   participated. 
 
            8            The information gained fro m that symposium is 
 
            9   being used to inform our revision o f the PM mortality 
 
           10   staff report.  For consistency, ARB  is adopting the U.S. 
 
           11   EPA methodology for estimating mort ality which has been 
 
           12   extensively peer reviewed. 
 
           13            We plan to release a draft  report in May 
 
           14   followed by a public comment period .  And also of note 
 
           15   is that the section on diesel PM ex posure assessment 
 
           16   will undergo formal peer review thr ough the University 
 
           17   of California before staff releases  the final report in 
 
           18   July. 
 
           19            ARB staff will use the new  method for 
 
           20   estimating PM2.5-related deaths as we evaluate various 
 
           21   alternatives or changes to the two regulations. 
 
           22            Okay.  So now I'll provide  more of an update on 
 
           23   the off-road regulation.  I'll give  you some brief 
 
           24   background on the reg and then talk  more about 
 
           25   developments over the past few mont hs, and I'll give you 
 
 
                                                                       90 



 
 
 
 
 
            1   staff's current thinking regarding amendments to the 
 
            2   regulation. 
 
            3            Okay.  First, a little bac kground.  The Board 
 
            4   approved the off-road regulation in  July of 2007. 
 
            5   Provisions limiting unnecessary idl ing and requiring 
 
            6   disclosure with vehicle sales becam e effective in 2008. 
 
            7   All fleets were required to report their vehicles to ARB 
 
            8   last year. 
 
            9            The first requirements to reduce emissions 
 
           10   through vehicle turnover and instal ling exhaust 
 
           11   retrofits were scheduled to take ef fect on March 1st of 
 
           12   this year for large fleets only.  H owever, as you'll 
 
           13   hear later, ARB has temporarily del ayed enforcement of 
 
           14   these requirements. 
 
           15            Beginning this year and ea ch year thereafter 
 
           16   until 2020, the regulation requires  large fleets to 
 
           17   either meet fleet averages for NOx and PM or meet annual 
 
           18   turnover and retrofit requirements.  
 
           19            For medium and small fleet s, similar 
 
           20   requirements begin in 2013 and 2015 , although small 
 
           21   fleets are exempt from all turnover  requirements. 
 
           22            In July of 2009, the Board  approved changes 
 
           23   that provided relief to fleets affe cted by the 
 
           24   recession, as directed by Assembly Bill 8 2X. 
 
           25            The relief already impleme nted for off-road 
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            1   fleets provided several different c redits and a delay. 
 
            2            First, the changes gave PM  and NOx BACT credit 
 
            3   to fleets that have shrunk or reduc ed the number of 
 
            4   hours they operate their vehicles i n the past two or 
 
            5   three years.  This includes fleets that are simply using 
 
            6   their vehicles less in addition to those fleets that 
 
            7   have retired vehicles.  The retirem ent credit gives 
 
            8   fleets that have shrunk a break, bu t it does not prevent 
 
            9   fleets from adding back as economic  conditions improve. 
 
           10            Second, the amendments all owed all large fleets 
 
           11   to delay some of their 2011 and 201 2 turnover and 
 
           12   retrofit requirements until 2013. 
 
           13            These changes were approve d by the Board at its 
 
           14   July 2009 meeting.  When the Board met in December of 
 
           15   last year you asked us to report ba ck this month 
 
           16   regarding how many fleets have been  able to take 
 
           17   advantage of the AB 8 2X relief.  F leets were required 
 
           18   to report their reduced horsepower and reduced activity 
 
           19   by April 1st, which was three weeks  ago.  So to date 
 
           20   just over half of large fleets have  reported using one 
 
           21   or both of the credit options in AB  8 2X.  And those 
 
           22   claiming reduced activity have clai med an average 
 
           23   reduction of about 40 percent; thos e claiming retirement 
 
           24   credit have claimed an average redu ction of about 30 
 
           25   percent.  And remaining fleets have n't reported any 
 
 
                                                                       92 



 
 
 
 
 
            1   credits. 
 
            2            We are still receiving rep orts and we've 
 
            3   informally extended the deadline fo r accepting reduced 
 
            4   activity applications until the end  of this month. 
 
            5   We'll be using this information to further refine our 
 
            6   inventory estimates as we move forw ard. 
 
            7            Okay.  So to put this in c ontext, for the 
 
            8   average fleet claiming credit, thes e credits will delay 
 
            9   any requirement to retrofit vehicle s for two years and 
 
           10   any requirement to turn over vehicl es by four years.  So 
 
           11   it's clear that AB 8 2X has offered  many fleets a 
 
           12   significant delay. 
 
           13            So in January of this year  AGC petitioned ARB 
 
           14   for a two-year delay of all turnove r and retrofit 
 
           15   requirements.  In February our Exec utive Officer issued 
 
           16   an advisory delaying enforcement of  the 2010 performance 
 
           17   requirements.  This delay gave ARB further time to 
 
           18   determine whether additional relief  was appropriate, and 
 
           19   it also recognized that U.S. EPA ha s not yet granted the 
 
           20   authorization that would allow ARB to enforce the 
 
           21   regulation's performance requiremen ts. 
 
           22            To promote further discuss ion and hear 
 
           23   firsthand from affected fleets, the  Executive Officer 
 
           24   held a hearing on March 11th which I will summarize 
 
           25   next. 
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            1            At the March 11th hearing,  AGC invited several 
 
            2   presenters including Dr. Lynn Rease r, an economist from 
 
            3   Point Loma Nazarene University.  Dr . Reaser showed that 
 
            4   construction industry sectors are d own from 30 to nearly 
 
            5   80 percent from their peak around 2 005.  She also 
 
            6   predicted a slow recovery through 2 015 and mentioned 
 
            7   that just in the past month there h as been a small 
 
            8   uptake in both housing activity and  construction jobs. 
 
            9            The executive officer also  heard from a number 
 
           10   of fleet owners, industry represent atives and other 
 
           11   stakeholders firsthand on the depth  of the recession and 
 
           12   its impact on their businesses, the ir income and their 
 
           13   employees. 
 
           14            Fleets suggested a variety  of potential changes 
 
           15   to the regulation.  First, many req uested a two- to 
 
           16   five-year delay, and some asked tha t we allow fleets to 
 
           17   comply by turnover rather than retr ofitting, and 
 
           18   specifically that we wait until Tie r IV engines become 
 
           19   available. 
 
           20            Second, several suggested providing additional 
 
           21   credits for fleets impacted by the recession along the 
 
           22   lines of AB 8 2X, and third, many s uggested we make the 
 
           23   reg's requirements more gradual and  ensure the 
 
           24   requirements are not too front-load ed. 
 
           25            Finally some fleets descri bed the significant 
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            1   resources they had already spent to  comply before the 
 
            2   enforcement delay was announced and  asked that we 
 
            3   recognize these actions in whatever  amendments we 
 
            4   pursue. 
 
            5            So based on all these comm ents and our work 
 
            6   implementing the regulation over th e past several years, 
 
            7   input from our off-road implementat ion advisory group 
 
            8   and the principles that I outlined earlier, we've laid 
 
            9   out some objectives for changes whi ch I'll discuss next. 
 
           10            The AB 8 2X amendments and  this year's 
 
           11   enforcement delay have already prov ided short-term 
 
           12   relief for fleets subject to the of f-road reg.  And 
 
           13   staff's objectives for longer-term changes include: 
 
           14            1) Allow fleets more flexi bility to comply via 
 
           15   turning over to cleaner vehicles an d engines, thus 
 
           16   allowing less reliance on exhaust r etrofitting.  We see 
 
           17   an opportunity for more fleets to c omply by moving to 
 
           18   final Tier IV vehicles once they're  available which is 
 
           19   expected in 2014 or 2015.  This cou ld allow us to pursue 
 
           20   greater NOx reductions in the long term and could allow 
 
           21   many fleets to comply with less dis ruption to their 
 
           22   current business models. 
 
           23            2) Ensure fleets that have  already taken 
 
           24   actions and spent money to comply r eceive appropriate 
 
           25   credit under the revised regulation . 
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            1            3) Maintain the structure of the existing 
 
            2   regulation as much as possible as t housands of fleet 
 
            3   owners across the state have alread y been trained to 
 
            4   work within that structure. 
 
            5            Finally, at the same time we'd like to simplify 
 
            6   the regulation as much as possible where it's 
 
            7   complicated or unclear. 
 
            8            So on the next slide we've  laid out some 
 
            9   changes we'd like to analyze and co nsider further. 
 
           10            First, we want to evaluate  various lengths of 
 
           11   delay in regulation implementation.  
 
           12            Second, we'd like to look at reducing the 
 
           13   annual turnover and/or retrofit req uirements, especially 
 
           14   before 2015. 
 
           15            Third, we want to evaluate  expanding the low 
 
           16   use exemption, which would remove r equirements to turn 
 
           17   over or retrofit vehicles that are used relatively few 
 
           18   hours each year. 
 
           19            Staff will also carefully be considering 
 
           20   additional suggestions from stakeho lders including those 
 
           21   received at the workshops we're pla nning to hold in May 
 
           22   and June. 
 
           23            Okay.  So let's turn now f rom off-road to 
 
           24   on-road. 
 
           25            On December 11, 2008, the Board approved the 
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            1   truck and bus regulation.  As the r egulation stands now, 
 
            2   starting January 1st, 2011, fleets will be required to 
 
            3   begin to meet PM filter requirement s so that by 2014 all 
 
            4   engines will are required to have a  PM filter.  The 
 
            5   regulation then requires owners to reduce NOx emissions 
 
            6   by accelerating engine or vehicle r eplacement or by 
 
            7   retrofitting engines starting Febru ary 21, 2013, so by 
 
            8   2023 all engines will have a 2010 o r later model year 
 
            9   engine or equivalent. 
 
           10            The truck and bus regulati on originally 
 
           11   required reporting by March 31st of  2010, and fleets 
 
           12   with agricultural vehicles and thos e with two-engine 
 
           13   sweepers were required to meet that  deadline.  For all 
 
           14   other fleets, however, ARB has issu ed a regulatory 
 
           15   advisory extending that reporting d eadline until early 
 
           16   next year. 
 
           17            When the truck and bus reg ulation was approved, 
 
           18   the Board directed us to monitor th e economy and report 
 
           19   back in December '09 on the impact of the recession on 
 
           20   emissions.  At that December board hearing staff 
 
           21   presented the results of an analysi s that showed that 
 
           22   vehicle activity and emissions are both below the levels 
 
           23   estimated when the regulation was d eveloped. 
 
           24            The Board determined that additional 
 
           25   flexibility could be provided for f leets adversely 
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            1   affected by the economy. 
 
            2            In January staff held thre e public workshops to 
 
            3   solicit input on proposed amendment s.  At the workshops 
 
            4   some stakeholders requested that th e proposed amendments 
 
            5   be delayed until a broader analysis  of the impact of the 
 
            6   recession on statewide emissions an d the SIP could be 
 
            7   completed. 
 
            8            Staff began the SIP analys is and then 
 
            9   determined it made sense to conside r potentially broader 
 
           10   changes to the on-road regulation t ogether with 
 
           11   potential off-road regulation chang es.  And therefore, 
 
           12   staff decided to delay proposing ch anges to the on-road 
 
           13   reg in lieu of more substantial cha nges that could be 
 
           14   considered. 
 
           15            So as part of the package of regulatory changes 
 
           16   that we plan to work on over the ne xt four or five 
 
           17   months, we plan to propose the shor t-term relief that 
 
           18   the Board directed us to make in De cember. 
 
           19            At the workshops in Januar y, three options for 
 
           20   short-term relief were discussed.  The option preferred 
 
           21   by stakeholders was one that deferr ed PM filter 
 
           22   requirements for all fleets for up to two years.  This 
 
           23   option would provide the most relie f to smaller fleets 
 
           24   such that it would defer all PM req uirements for two 
 
           25   years for fleets with 20 or fewer t rucks. 
 
 
                                                                       98 



 
 
 
 
 
            1            The Executive Officer also  notified fleets that 
 
            2   the first compliant state to meet t he PM and NOx 
 
            3   requirements, which was going to be  January 1st of 2011, 
 
            4   will be pushed back by several mont hs to reflect this 
 
            5   later date for board consideration of proposed 
 
            6   amendments. 
 
            7            So in addition to the shor t-term relief 
 
            8   described on this slide, we plan to  consider longer term 
 
            9   changes as well. 
 
           10            In December we believed we  couldn't meet our 
 
           11   SIP obligations if any amendments w ere extended past 
 
           12   2014.  However, now, due to the emi ssions inventory work 
 
           13   that I described earlier, we believ e there is a margin 
 
           14   that will enable staff to consider additional 
 
           15   flexibility in 2014. 
 
           16            However, when considering potential changes, 
 
           17   it's important to keep in mind that  if the whole truck 
 
           18   and bus regulation were delayed for  a year that would 
 
           19   likely consume the entire 21 to 42 ton per day margin 
 
           20   discussed earlier such that we woul dn't be able to make 
 
           21   any changes to the off-road regulat ion or any other 
 
           22   changes to the truck and bus regula tion. 
 
           23            So, our changes to the tru ck and bus regulation 
 
           24   need to be more surgical.  Concepts  that staff would 
 
           25   like to explore include an increase  in the mileage 
 
 
                                                                       99 



 
 
 
 
 
            1   threshold, a more gradual PM retrof it rate, a more 
 
            2   gradual vehicle upgrade rate, and a llowing credits to 
 
            3   extend past 2014.  And, of course, we'll take 
 
            4   stakeholder input from our January and upcoming 
 
            5   workshops into account as well. 
 
            6            So to work out what packag e of changes to both 
 
            7   regulations to propose, we propose to follow the steps 
 
            8   outlined next. 
 
            9            First, there is still work  to be done to refine 
 
           10   our emissions inventory.  Especiall y for off-road, we 
 
           11   need to continue to reconcile fuel- based estimates with 
 
           12   ARB's models.  As we perform this w ork, we'll have an 
 
           13   open review process and plan to wor k with U.S. EPA staff 
 
           14   as well as other stakeholders. 
 
           15            What I've described to you  today regarding 
 
           16   regulatory changes is really just a  skeletal outline of 
 
           17   the type of changes we would like t o consider.  We plan 
 
           18   to create detailed alternatives and  then evaluate their 
 
           19   cost and emissions impact and use t he principles laid 
 
           20   out at the beginning of the present ation to judge their 
 
           21   merit.  We plan to hold a series of  workshops to obtain 
 
           22   public input on these alternatives.  
 
           23            At the end of the day, we intend to propose a 
 
           24   package that fits within the final estimate of the SIP 
 
           25   margin, that maintains the health b enefits of both 
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            1   rules, that improves both regulatio ns, that's equitable 
 
            2   and provides the most relief possib le. 
 
            3            So to get there we're prop osing to follow the 
 
            4   timeline shown here.  We plan to ho ld a series of 
 
            5   workshops in May to present and sol icit comments on our 
 
            6   inventory approach and to initiate a discussion of 
 
            7   long-term regulation changes. 
 
            8            In June we plan to hold an other series of 
 
            9   workshops to get feedback on more f leshed-out 
 
           10   alternatives and to present our pre liminary inventories 
 
           11   for rule assessment. 
 
           12            By August of 2010 be plan to release staff's 
 
           13   proposal for amendments with propos ed revisions to both 
 
           14   the off-road and truck and bus regu lations to be 
 
           15   considered by the Board in Septembe r of 2010. 
 
           16            Thank you.  That concludes  my presentation. 
 
           17            CHAIRPERSON NICHOLS:  Than k you.  And before we 
 
           18   turn to the public, just to be clea r then, what the 
 
           19   Board needs to do at the conclusion  of this is to direct 
 
           20   the staff to go off and pursue this  revision to the 
 
           21   regulation and, if possible, give s ome additional 
 
           22   guidance as well. 
 
           23            Okay.  Thank you very much .  I've just been 
 
           24   handed a list, and it is long, not surprisingly.  So why 
 
           25   don't we try to at least get to a f ew before we take a 
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            1   lunch break, if that's okay with ev erybody. 
 
            2            Let's begin with Henry Hog o from the South 
 
            3   Coast Air Quality Management Distri ct, and I see you 
 
            4   have slides. 
 
            5            MR. HOGO:  Good morning, C hairman Nichols. 
 
            6            CHAIRPERSON NICHOLS:  Good  morning. 
 
            7            MR. HOGO:  How about now?  Can you hear me? 
 
            8   How about now? 
 
            9            Good morning, Chairman Nic hols, Members of the 
 
           10   Board.  For the record, I'm Henry H ogo, Assistant Deputy 
 
           11   Executive Officer of our Mobile Sou rce Division at the 
 
           12   South Coast AQMD. 
 
           13            I wanted to provide some b rief comments 
 
           14   relative to staff's recommendation to amend the off-road 
 
           15   regulation and the on-road truck an d bus regulation. 
 
           16            The two regulations repres ent the most 
 
           17   significant mechanisms to reduce he avy-duty diesel 
 
           18   vehicle emissions beyond new tailpi pe emission 
 
           19   standards.  These emission reductio ns are critically 
 
           20   needed in order for the South Coast  Air Basin to attain 
 
           21   federal air quality standards by 20 14 and beyond. 
 
           22            More importantly, we must reduce residential 
 
           23   exposure to diesel emissions as ear ly as possible.  We 
 
           24   recognize the impacts the economy h as had on emissions. 
 
           25   However, we must also be cognizant that at some point 
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            1   the economy will pick up and econom ic activities will be 
 
            2   the same or greater in the future. 
 
            3            I have a couple of slides that show the impact 
 
            4   of the economy and emissions, if we  can go to the next 
 
            5   slide, please. 
 
            6            This first slide shows air  monitoring data of 
 
            7   elemental carbon since 2004 in the South Coast Air Basin 
 
            8   at five air monitoring stations thr oughout the South 
 
            9   Coast region.  And what will also s how on this slide is 
 
           10   the cargo throughput over the last -- essentially since 
 
           11   1994.  And what you see here is a v ery interesting trend 
 
           12   that elemental carbon does follow e conomic activity. 
 
           13   And with that in mind, we expect th at as the economy 
 
           14   turns around, this is a true marker  of diesel emissions. 
 
           15            Next slide please. 
 
           16            This slide shows the econo mic forecast that the 
 
           17   Port of Los Angeles and Long Beach put out last year. 
 
           18   And what you see in sort of the red  and purple was the 
 
           19   original forecast back in 2007 with  a very strong 
 
           20   increase in economic activity. 
 
           21            The latest forecast is sho wn in yellow, and 
 
           22   what you see here is that by 2014 w e'll be at the 2006 
 
           23   level, but eventually the economy i s going to continue 
 
           24   to grow and we'll have more economi c activities. 
 
           25            Sorry, I have to hold onto  it. 
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            1            CHAIRPERSON NICHOLS:  I kn ow.  I was hoping 
 
            2   maybe they would just change that w hole microphone out 
 
            3   since we have a bunch of them here that other people -- 
 
            4   if they could do that.  I hope that  will work.  Don't 
 
            5   touch that microphone. 
 
            6            MR. HOGO:  Okay.  The Sout h Coast staff is 
 
            7   concerned that while short-term rel ief is 
 
            8   understandable, given the state of the economy, we must 
 
            9   be mindful that additional reductio ns will be needed in 
 
           10   the longer term to meet ever tighte r air quality 
 
           11   standards. 
 
           12            As older vehicles continue  to be used for 
 
           13   longer periods of time, these vehic les must be cleaned 
 
           14   up.  We urge that any analysis of s hort-term regulatory 
 
           15   relief include analysis of the mid and longer term 
 
           16   impacts of that relief.  ARB must l ook at what longer 
 
           17   term regulatory actions are needed as part of any 
 
           18   proposals coming out later this yea r. 
 
           19            I'm almost done. 
 
           20            Lastly, we must continue t o place a high 
 
           21   priority in providing funding flexi bility to allow for 
 
           22   early deployment of the newest 2010  engines and Tier III 
 
           23   and Tier IV off-road engines.  And we really want to 
 
           24   stress funding flexibility.  Given the way the 
 
           25   guidelines for the Moyer Programs a re set up, a lot of 
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            1   these vehicles are not eligible for  public funding given 
 
            2   this short time frame. 
 
            3            We recognize the funding t hat can go to smaller 
 
            4   fleets because of the longer time f rame, but we still 
 
            5   have -- most of the large fleets ar e the ones that are 
 
            6   really affected by this funding fle xibility.  So we urge 
 
            7   some look at that. 
 
            8            CHAIRPERSON NICHOLS:  Okay .  Can I just ask the 
 
            9   staff, before you go on, aren't we looking at another 
 
           10   set of revisions or updates to the guidelines? 
 
           11            CHIEF DEPUTY EXECUTIVE OFF ICER CACKETTE:  Yes, 
 
           12   we are coming to you I think early next year. 
 
           13            CHAIRPERSON NICHOLS:  Okay , so there is some 
 
           14   potential there.  Okay.  Thanks. 
 
           15            MR. HOGO:  We just look fo rward to working with 
 
           16   staff through the public process, a nd I'll be happy to 
 
           17   answer any questions you may have. 
 
           18            CHAIRPERSON NICHOLS:  Than k you.  I don't think 
 
           19   there are any questions.  I'm going  to take the liberty, 
 
           20   which I don't usually do, of going out of order, because 
 
           21   there is one other air district tha t's on the list, I 
 
           22   think only one, and that's the Bay Area. 
 
           23            So I'd just as soon call y ou down also and that 
 
           24   way we will have heard from our par tners in the local 
 
           25   air districts. 
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            1            MR. BREEN:  I think I have  some slides as well, 
 
            2   please.  Damien Breen. 
 
            3            Good morning, Madame Chair , Members of the 
 
            4   Board. 
 
            5            My name is Damien Breen an d I'm Director of 
 
            6   Strategy Incentives with the Bay Ar ea Air Quality 
 
            7   Management District. 
 
            8            Next slide, please. 
 
            9            Firstly, I'd like to compl iment you and your 
 
           10   staff on your willingness to take i nput from the 
 
           11   industry, the air districts and the  public on the 
 
           12   implementation of this regulation.  I think this 
 
           13   demonstrates your sensitivity to fa irness, equity and 
 
           14   the economic burdens that are on in dustries in 
 
           15   complying with these regulations. 
 
           16            But with that said, we are  significantly 
 
           17   concerned regarding the impacts tha t this will have on 
 
           18   public health.  80 percent of the t oxic health risk in 
 
           19   the Bay Area has been determined by  our programs to come 
 
           20   from on-road trucking.  The reason for that is we have 
 
           21   20 percent of the state's populatio n, and as you can see 
 
           22   by the diagram there, they are loca ted on highways that 
 
           23   are around the ring of the bay.  An d that population is 
 
           24   exposed to approximately 20 percent  of the total 
 
           25   statewide diesel particulate matter  and that comes from 
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            1   goods movement.  And with over 30,0 00 heavy-duty 
 
            2   vehicles alone registered in the Ba y Area, it is a 
 
            3   significant issue for us. 
 
            4            Next slide, please. 
 
            5            In contemplating what you' re looking at, you 
 
            6   have to realize that any rollback o f these regulations 
 
            7   will have an impact on public healt h, but we believe 
 
            8   that that impact can be decreased b y providing increased 
 
            9   flexibility in the use of grant fun ding. 
 
           10            One of the things that I w anted to do here this 
 
           11   morning was talk a little bit about  the lessons that we 
 
           12   learned from the last regulation th at we implemented; 
 
           13   that's the Drayage Truck Program th at we just got 
 
           14   through -- well, we're nearly throu gh.  And what we saw 
 
           15   there was that in dealing with that  particular 
 
           16   community, we had a confluence of a  number of things 
 
           17   that really impacted the ability of  those truckers to 
 
           18   upgrade their equipment. 
 
           19            One of the things that we saw is that those 
 
           20   truckers needed increased access to  capital.  And what 
 
           21   we'd like you to consider as part o f your upgrades to 
 
           22   your incentives programs is that we  could look at some 
 
           23   negotiated loan guarantee programs that would provide 
 
           24   these truckers with low interest lo ans and loan 
 
           25   guarantees. 
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            1            Obviously, in implementing  the Drayage Truck 
 
            2   Rule we weren't dealing with the sa me type of population 
 
            3   of trucks that we're talking about when you talk about 
 
            4   the on-road rule.  We retrofitted o r replaced less than 
 
            5   10,000 trucks as part of that progr am, and it had a huge 
 
            6   impact on the actual supply system here in the state. 
 
            7            So as you look at these ro llbacks, what we'd 
 
            8   encourage you to do is not create a nother bottleneck 
 
            9   similar to what we saw with Drayage  trucks.  Currently 
 
           10   your staff is proposing a two-year rollback, and we see 
 
           11   that as possibly creating a situati on whereby we don't 
 
           12   have enough available vehicles or r etrofits to actually 
 
           13   help the industry comply. 
 
           14            So in order to address tha t, what we'd 
 
           15   encourage you to do is look at prov iding us maximum 
 
           16   flexibility in our grant programs t o address emissions 
 
           17   from these vehicles.  We'd also lik e you to consider 
 
           18   possibly some bulk purchase at the state level of trucks 
 
           19   that would help drive down the cost s for industry, 
 
           20   because this is a very costly provi sion for them. 
 
           21            And then in terms of the a pplication that these 
 
           22   industries have to go through, we'd  look for you to 
 
           23   simplify them so that we could get the funding out there 
 
           24   quicker and reduce the health risk from this category. 
 
           25            And I'll answer any questi ons you may have. 
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            1            CHAIRPERSON NICHOLS:  Than k you.  Those are 
 
            2   interesting suggestions.  We apprec iate it, and we will 
 
            3   keep them in mind. 
 
            4            Okay.  Rasto Brezny of MEC A, and then Michael 
 
            5   Graboski from the American Rental A ssociation. 
 
            6            MR. BREZNY:  Thank you, Ch airman Nichols and 
 
            7   Members of the Board.  I'm Rasto Br ezny with the 
 
            8   Manufactures of Emission Controls A ssociation. 
 
            9            Our members have worked wi th -- our members 
 
           10   have worked with your staff to veri fy most of the 
 
           11   retrofit devices on ARB's approved list.  Last time I 
 
           12   checked this includes about 27 Leve l 3 DPF devices for 
 
           13   off-road and on-road equipment.  To  get where we are 
 
           14   today has taken over 20 years of te chnology development 
 
           15   and investment in order to demonstr ate and prove out 
 
           16   these technologies and commercializ e them.  Continued 
 
           17   investment, however, relies on some  level of regulatory 
 
           18   stability. 
 
           19            We certainly understand th e strain that today's 
 
           20   economy has put on businesses of al l sizes including 
 
           21   many of our members.  MECA has supp orted ARB's economic 
 
           22   relief amendments that were adopted  last year and your 
 
           23   efforts to make funding available f or fleets to upgrade 
 
           24   their vehicles.  We believe that fu rther consideration 
 
           25   for relief should incorporate some relief for the 
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            1   manufacturers that have invested to  verify these devices 
 
            2   and allow fleets to comply with the se regulations. 
 
            3            If further delays to these  regulations are 
 
            4   considered, we believe that a phase d-in delay is the 
 
            5   most prudent approach.  This approa ch is valuable for 
 
            6   two reasons.  The retrofit industry  creates jobs, and 
 
            7   regulatory stability ensures that r etrofits are 
 
            8   available when they're needed in th e future. 
 
            9            With regard to jobs, one i ndependent economic 
 
           10   analysis suggests that a full-time job is either created 
 
           11   or preserved for every three to sev en retrofits that are 
 
           12   installed.  Applying this type of a nalysis to the 
 
           13   off-road rule would suggest that so mewhere in the range 
 
           14   of 11 to 26,000 jobs would be creat ed in the first three 
 
           15   years. 
 
           16            Applying this to the on-ro ad rule would suggest 
 
           17   21,000 jobs would be generated.  Th is includes jobs 
 
           18   associated with sales, manufacturin g, installation and 
 
           19   maintenance of retrofit devices, ma ny of which would be 
 
           20   in the State of California. 
 
           21            So before I close I just w ant to say that these 
 
           22   devices have been proven safe, dura ble and effective in 
 
           23   tens of thousands of retrofits for both on-road and 
 
           24   off-road vehicles.  There are alway s isolated cases 
 
           25   where technology may have some issu es; however, most of 
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            1   these have been attributed to eithe r the maintenance or 
 
            2   performance of the engine rather th an the devices 
 
            3   themselves. 
 
            4            So I want to thank you for  this opportunity, 
 
            5   and MECA is committed to working wi th ARB and all 
 
            6   stakeholders to make sure that thes e goals are achieved. 
 
            7   Thank you. 
 
            8            CHAIRPERSON NICHOLS:  Befo re we go on, 
 
            9   Supervisor Roberts had a question a bout one of the 
 
           10   slides, and I think we should just take that now so we 
 
           11   get it out of the way. 
 
           12            BOARD MEMBER ROBERTS:  I'l l be very quick, but 
 
           13   slide number 5 deals with South Coa st and San Joaquin 
 
           14   Valley, but on the map you have San  Diego County colored 
 
           15   in, and I wanted to find out if you  were just testing 
 
           16   me. 
 
           17            MALE VOICE:  Wishful think ing. 
 
           18            ASSISTANT CHIEF WHITE:  I' ll take that one, 
 
           19   Supervisor Roberts.  You very astut ely noticed that we 
 
           20   got a little too carried away with our shading. 
 
           21            BOARD MEMBER ROBERTS:  Oka y. 
 
           22            CHAIRPERSON NICHOLS:  The map will be fixed in 
 
           23   future editions. 
 
           24            BOARD MEMBER ROBERTS:  I t hought maybe there 
 
           25   was some secret plan that was going  to be unveiled. 
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            1            CHAIRPERSON NICHOLS:  Take  all the old dirty 
 
            2   trucks and send them to San Diego.  You caught them. 
 
            3   Okay.  Thank you for raising that. 
 
            4            Michael Graboski and then John Lawson. 
 
            5            DR. GRABOSKI:  Good mornin g.  I'm Dr. Mike 
 
            6   Graboski from the American Rental A ssociation, and I 
 
            7   signed up neutral about this issue because until a few 
 
            8   minutes ago I didn't know what staf f was going to say. 
 
            9            We've been honest with you , the Board and the 
 
           10   staff, and we've been supportive of  the regulations. 
 
           11   But I'm here to tell you that the r ental businesses 
 
           12   today are hurting just like everybo dy else.  We see a 
 
           13   storm ahead because both the on- an d off-road rules 
 
           14   impose requirements that few rental  businesses are going 
 
           15   to be able to satisfy going forward .  And I'm going to 
 
           16   explain to you why. 
 
           17            Our business model is base d on replacement. 
 
           18   Our fleets are some of the cleanest  in the state, 
 
           19   however our businesses tell us that  they have not been 
 
           20   able to invest in new equipment sin ce about 2008.  The 
 
           21   fleets have aged, and when the econ omy recovers we will 
 
           22   resume buying new equipment because  that's our business 
 
           23   model.  But modeling some of our cl eaner fleets have 
 
           24   shown that while they may be compli ant through 2013, 
 
           25   we're going to fail in 2014 for bot h rules even assuming 
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            1   recovery and investment gets back u nderway. 
 
            2            We have an economist, IHS Global Insight, and 
 
            3   they believe that the economy is go ing to bottom this 
 
            4   year and they believe or they have stated that real 
 
            5   rental revenues will have fallen by  about 58 percent 
 
            6   since 2007 for the current year.  T hey also think that 
 
            7   there is going to be a V recovery a nd that real revenue 
 
            8   is going to reach back to 2007 leve ls sometime in 2014 
 
            9   or maybe 2015.  That's more optimis tic than some other 
 
           10   studies I've seen. 
 
           11            What our businesses tell u s is that they will 
 
           12   be probably delayed a year from whe n the economy reaches 
 
           13   recovery stage until they can go ah ead and make 
 
           14   investments necessary to new equipm ent because their 
 
           15   balance sheets have been so severel y damaged and their 
 
           16   fleet values are so greatly depress ed.  Others say that 
 
           17   we're too optimistic.  But I don't know, and I don't 
 
           18   know what your crystal ball says. 
 
           19            The problem with our pictu re is that the V, the 
 
           20   top of the V, the recovery is coinc ident with when the 
 
           21   attainment demonstration has to be made.  And if we 
 
           22   guess wrong, the rules that are her e are going to really 
 
           23   mortally wound our businesses. 
 
           24            So I would suggest that yo u can't rush to fix 
 
           25   things again with the uncertainty i n recovery timing and 
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            1   the impact on emissions.  So we wou ld propose that you 
 
            2   stay the rules, and since waivers h aven't been granted, 
 
            3   there is no current harm, don't enf orce them when the 
 
            4   waivers are awarded. 
 
            5            And unless you have certai nty regarding 
 
            6   attainment, ask EPA to extend that attainment date.  The 
 
            7   recession has invalidated the plan,  and a clear path to 
 
            8   attainment doesn't exist.  And perf orm an honest 
 
            9   analysis of the emissions, a realis tic analysis, and 
 
           10   create certainty for business.  And  only revise the 
 
           11   rules when you've done that.  Thank  you. 
 
           12            CHAIRPERSON NICHOLS:  Mr. Graboski, I just have 
 
           13   an informational question for you.  What is the size of 
 
           14   your organization, and what's the p rofile of the rental 
 
           15   companies? 
 
           16            DR. GRABOSKI:  American Re ntal Association is 
 
           17   231 businesses in California, appro ximately 500 separate 
 
           18   stores.  We have fleets anywhere fr om small fleets to 
 
           19   very, very large fleets.  Some of t he larger fleets 
 
           20   which are national chain fleets lik e Hertz and United 
 
           21   have horsepowers in the range of 30 0,000 horsepowers in 
 
           22   their fleets. 
 
           23            CHAIRPERSON NICHOLS:  So i t's really the full 
 
           24   range then of sizes. 
 
           25            DR. GRABOSKI:  The full ra nge, that's exactly 
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            1   right.  National chains and the lar ge independents 
 
            2   compete.  National chains will surv ive because they'll 
 
            3   be able to move equipment in and ou t.  But the large 
 
            4   independents that have many stores,  some up to 20 
 
            5   stores, only function -- many of th em only function in 
 
            6   California, and they're feeling a l ot of heat right now. 
 
            7            What we did was we took th eir actual DOORS 
 
            8   fleets and we used Global Insight's  predicted investment 
 
            9   projections based on revenue projec tions.  We didn't put 
 
           10   any time frame delay in.  And we fi nd that even the 
 
           11   very, very cleanest, large fleets t hat in the 2007-2008 
 
           12   time frame had an age of, let's say , three years, now 
 
           13   have an age of five years, next yea r will have an age of 
 
           14   six years without investment money to recover.  And if 
 
           15   you try and roll that forward in ti me, even assuming 
 
           16   that you're going to have money to buy back, you can't 
 
           17   pass the 2014 and 2015 regs. 
 
           18            So we could greatly decrea se the size of our 
 
           19   fleets, but then what happens is th at there is 
 
           20   insufficient equipment available wh en business picks 
 
           21   back up in order to sustain the inv estment that's 
 
           22   necessary for the business. 
 
           23            CHAIRPERSON NICHOLS:  Unde rstood.  And we 
 
           24   appreciate the fact that your indus try actually has the 
 
           25   newest, cleanest vehicles, as you s aid. 
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            1            DR. GRABOSKI:  Right, and we're in trouble. 
 
            2            CHAIRPERSON NICHOLS:  Than k you. 
 
            3            Mr. Lawson and then Jon Cl oud. 
 
            4            MR. LAWSON:  John Lawson, Lawson Rock & Oil, 
 
            5   Fresno, California, home of the dir ty air. 
 
            6            I'd like to thank the Boar d for letting me 
 
            7   speak.  I have a different plan jus t that I'd like for 
 
            8   you guys just to look at. 
 
            9            CHAIRPERSON NICHOLS:  Okay , the clerk will take 
 
           10   a copy of that and give it to the B oard then. 
 
           11            BOARD MEMBER BERG:  Mr. La wson could you let us 
 
           12   know where your business is, where you're from, please. 
 
           13            MR. LAWSON:  I said Fresno , California. 
 
           14            BOARD MEMBER BERG:  Oh, th ank you. 
 
           15            CHAIRPERSON NICHOLS:  Okay , go ahead.  You can 
 
           16   start the clock now. 
 
           17            MR. LAWSON:  I'd like to r ecommend from Lawson 
 
           18   Rock & Oil that you don't delay thi s on-highway trucking 
 
           19   clean air act, because California a nd especially in our 
 
           20   area has such dirty air, and there' s a lot of people 
 
           21   moving forward on this project, and  there's a lot of 
 
           22   people that say it will never happe n.  So the "never 
 
           23   happens" when you delay it will do nothing again, and it 
 
           24   just compounds the problem, and it makes it a lot worse. 
 
           25            And then Caltrans is part of the State of 
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            1   California, just like the CARB is, and if you guys could 
 
            2   get with Caltrans and give an incen tive to the clean air 
 
            3   trucks working on the Caltrans jobs  for the contractors 
 
            4   and all your transportation needs g et the clean air 
 
            5   trucks on them to give incentives.  It isn't just money, 
 
            6   it's incentives to keep these truck s working. 
 
            7            And I also hear you say th at we're in a 
 
            8   recession.  Yes, we are in a recess ion, and there's 25 
 
            9   to 30 percent of the trucks that ar en't working.  Those 
 
           10   are the old trucks.  Those are the ones that when it 
 
           11   comes back are going to be the gros s polluters.  So 
 
           12   you're just kidding yourself by pro longing this project. 
 
           13            That's what I've got to sa y. 
 
           14            CHAIRPERSON NICHOLS:  Okay . 
 
           15            MR. LAWSON:  And if anybod y ever has any 
 
           16   questions on that they have my card  here on that. 
 
           17            CHAIRPERSON NICHOLS:  Do y ou have a question? 
 
           18   Yes. 
 
           19            BOARD MEMBER D'ADAMO:  Cou ld you, to the extent 
 
           20   that you feel comfortable, explain how your business, 
 
           21   your model for compliance?  In ligh t of the fact that 
 
           22   the economy is down and it's so cha llenging for many 
 
           23   people, how has it been that you ca n comply or plan on 
 
           24   complying? 
 
           25            MR. LAWSON:  I have approx imately 250 power 
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            1   units.  As of this month I have app roximately 125 clean 
 
            2   air trucks, which is a 7, 8, 9 or 1 0.  I already have 
 
            3   some 10s with the new urea deal.  T hey get better fuel 
 
            4   mileage.  When you're getting three  to four-tenths 
 
            5   better fuel mileage you can cost sh ow that it is a lot 
 
            6   more economical to run those than i t is -- just say, for 
 
            7   instance -- let's just use a number .  It's better to run 
 
            8   a 7 percent fuel mileage than it is  a 5, 5 miles a 
 
            9   gallon versus 7 miles a gallon on a n old truck. 
 
           10            So it's cost-effective to get into the new 
 
           11   trucks, and it will help everybody in the end.  It will 
 
           12   clean the air up, it will save fuel .  Chevron won't make 
 
           13   as much money, but who cares. 
 
           14            BOARD MEMBER D'ADAMO:  And  what product are you 
 
           15   hauling and, generally speaking, wh at range? 
 
           16            MR. LAWSON:  I haul in Cal ifornia, Nevada, 
 
           17   mainly.  I haul petroleum products,  aggregate, produce, 
 
           18   a lot of different things. 
 
           19            BOARD MEMBER D'ADAMO:  Tha nk you. 
 
           20            BOARD MEMBER TELLES:  I ha ve a question. 
 
           21            CHAIRPERSON NICHOLS:  One more question, yes. 
 
           22            BOARD MEMBER TELLES:  Many  of your trucks are 
 
           23   compliant, and you're not the only one in California 
 
           24   that's in that position, and there are other people even 
 
           25   in the Central Valley that are in t he same position. 
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            1   And is there -- I mean, going forwa rd with this the way 
 
            2   it's planned, would it jeopardize y ou because it would 
 
            3   make other trucks that aren't compl iant more 
 
            4   competitive? 
 
            5            MR. LAWSON:  Could you say  that one more time. 
 
            6            BOARD MEMBER TELLES:  What  I'm trying to ask 
 
            7   is:  By being compliant are you not  as competitive in 
 
            8   the marketplace as other trucking i ndustries that you 
 
            9   compete against? 
 
           10            MR. LAWSON:  Well, sure, t hat's true.  If 
 
           11   you've got $110,000 Class A truck v ersus a $10,000 
 
           12   Class A truck, you're not going to be as competitive. 
 
           13   But, you're going to have to get th ere sooner or later 
 
           14   with the $110,000 truck, so the soo ner you start and the 
 
           15   longer range you put it over, the b etter off you are. 
 
           16   But the $10,000 truck is your gross  polluter. 
 
           17            So you're in a slight disa dvantage.  The fuel 
 
           18   mileage saving helps you immensely.   The $10,000 truck 
 
           19   will get 5 miles to the gallon.  Th e $110,000 truck will 
 
           20   get approximately 7 miles to the ga llon.  It varies.  On 
 
           21   my tankers I get better mileage tha n on my ag trucks or 
 
           22   some of the others.  But it's alway s a lot better with a 
 
           23   newer truck, and especially with th e new SCR. 
 
           24            Does that answer your ques tion, Mr. Telles? 
 
           25            BOARD MEMBER TELLES:  Yes.  
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            1            CHAIRPERSON NICHOLS:  Okay .  Thank you very 
 
            2   much for taking the time. 
 
            3            Skip Brown and then James Jack. 
 
            4            MR. BROWN:  Good morning, and thank you for 
 
            5   this opportunity.  I'm going to say  to Mr. Lawson, it's 
 
            6   good to be big. 
 
            7            I believe that the diesel regulations are a 
 
            8   fraud on four levels, at least:  Sc ientific, economic, 
 
            9   legal and moral. 
 
           10            On the scientific level it 's already seen that 
 
           11   the regulations or assumptions are wrong by 2 to 400 
 
           12   percent. 
 
           13            And on the health issues, we see that 
 
           14   Dr. Jerrett on February 26 agreed w ith Dr. Enstrom, 
 
           15   which I found was astounding, that there is no 
 
           16   relationship between particulate ma tter and deaths in 
 
           17   California. 
 
           18            On the economic issues the re has been plenty of 
 
           19   people that stood up here to tell y ou about the economic 
 
           20   condition in California.  You alrea dy know that, and the 
 
           21   fact that most of us will not be ab le to make it under 
 
           22   these regulations.  We'll meet the regulation through 
 
           23   attrition.  The fact of the matter is there is no 
 
           24   economy right now. 
 
           25            Under legal issues, this i s the first time that 
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            1   CARB has addressed owned assets.  I n the past you've 
 
            2   cleaned up the air by addressing ne w purchased assets, 
 
            3   but now you're addressing owned ass ets.  People have 
 
            4   assets that they own at this time a nd you're going to 
 
            5   regulate them out of existence.  Th is is a taking.  This 
 
            6   will wind up with a lot of lawsuits  for the State of 
 
            7   California, and this is not product ive. 
 
            8            In December CARB in trying  to justify its 
 
            9   regulation posted a bunch of factoi ds.  These factoids 
 
           10   -- the definition of factoids is so mething fictitious or 
 
           11   unsubstantiated that is presented a s fact devised 
 
           12   especially to gain acceptance throu gh repetition.  CARB 
 
           13   has been doing this for several yea rs, and I find it 
 
           14   quite offensive that you maintain t hat particular 
 
           15   attitude. 
 
           16            Under the moral issues, th ere are 42,000 deaths 
 
           17   annually on today's highways.  A st udy by the 
 
           18   Transportation Construction Coaliti on found that 
 
           19   50 percent or 21,000 of these death s have been 
 
           20   attributed to unsafe road condition s.  What's CARB's 
 
           21   answer to this?  We'll devastate th e equipment that is 
 
           22   necessary to rebuild these road con ditions. 
 
           23            There's $217 billion annua l cost on road 
 
           24   conditions in California but we can 't spend money on the 
 
           25   roads; we have to spend it on the d evastation of assets. 
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            1            So conclusions, first I wa nt to thank you for 
 
            2   actually putting my letter that I s ent to you on 
 
            3   February 17th on your web site.  I would advise or 
 
            4   suggest that all folks get ahold of  that letter and 
 
            5   print it out.  I have 14 issues on there that I believe 
 
            6   that deserve an answer.  These are issues that CARB has 
 
            7   swept under the rug, has ignored to  answer, and I think 
 
            8   these issues need to be addressed.  I pointed them out 
 
            9   in my letter, and I would love to s ee someone answer 
 
           10   these 14 issues. 
 
           11            And thank you very much fo r your time. 
 
           12            CHAIRPERSON NICHOLS:  Okay .  James Jack. 
 
           13            MR. CLOUD:  Chairman Nicho ls, my name is Jon 
 
           14   Cloud.  Did you call my name earlie r? 
 
           15            CHAIRPERSON NICHOLS:  I'm sorry, I did.  I 
 
           16   apologize.  We skipped right by you . 
 
           17            MR. CLOUD:  I was doodling .  My own fault. 
 
           18            CHAIRPERSON NICHOLS:  Go r ight ahead. 
 
           19            MR. CLOUD:  Sorry about th at. 
 
           20            You know, when I come to t hese meetings I'm 
 
           21   never quite sure what I'm going to say, and with three 
 
           22   minutes to start, I'd better be min dful of what I'm 
 
           23   going to say. 
 
           24            I think you're going to he ar a lot of things on 
 
           25   the technical aspect of this today,  so I'm going to step 
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            1   back from that a little bit and put  a face to this thing 
 
            2   and what this actually -- what this  rule means to those 
 
            3   of us in the industry. 
 
            4            I think I was going to sta rt today where I left 
 
            5   off at the EPA meeting last week.  I happened to be 
 
            6   fortunate enough to be in D.C. last  week and I stayed 
 
            7   for the EPA meeting.  I told the th ree members at the 
 
            8   EPA meeting what these regulations mean to me:  It's a 
 
            9   dream killer.  It's a dream killer for me and my family 
 
           10   on our American dream. 
 
           11            Our business's only way to  comply with these 
 
           12   regulations was to downsize.  And I 'm not sure if we'll 
 
           13   ever actually be able to grow back to a large-size fleet 
 
           14   considering the cost of what it wou ld do for our family. 
 
           15            Here's where the dream kil ler comes into this 
 
           16   deal.  Two weeks ago today, as a ma tter of fact, I was 
 
           17   standing in Independence Hall in Ph iladelphia with my 
 
           18   daughter's 8th grade class and 75 o ther 8th graders. 
 
           19            Some of you may recall Ind ependence Hall.  It's 
 
           20   the place where the words: 
 
           21              We find these truths to be self-evident, 
 
           22              that all men are created  equal, endowed 
 
           23              by their Creator with ce rtain unalienable 
 
           24              Rights, amongst these ar e life, liberty 
 
           25              and the pursuit of happi ness. 
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            1            A few years later some of the same men who 
 
            2   wrote those words penned the words:  
 
            3              We the People of the Uni ted States, in 
 
            4              order to form a more per fect union, to 
 
            5              establish justice, to en sure domestic 
 
            6              tranquility, to provide for the common 
 
            7              defense, support the gen eral welfare, do 
 
            8              ordain -- and to secure the blessings of 
 
            9              liberty for ourselves an d our posterity, 
 
           10              do ordain and establish this 
 
           11              Constitution. 
 
           12            This is a dream killer to me.  When I say this 
 
           13   law is a dream killer, I believe in  the American dream. 
 
           14   And the words "the pursuit of happi ness" actually meant 
 
           15   something to me. 
 
           16            I realized these rules wer e going to be a 
 
           17   problem about three years ago when in a meeting in 
 
           18   San Diego County one of your staff members in answering 
 
           19   a question from me that some of the se rules are going to 
 
           20   put people out of business, they wo n't be able to afford 
 
           21   it, one of your staff members looke d and me and 250 
 
           22   other people and said, "You know wh at?  Some of you are 
 
           23   just going to have to go out of bus iness and find 
 
           24   something else to do." 
 
           25            That's not an American dre am; that's a 
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            1   nightmare, that a regulator can loo k at someone and 
 
            2   basically say that to them.  And I wonder, the people 
 
            3   who penned the words, "We the peopl e", who penned the 
 
            4   words, "We find these truths to be self-evident, that 
 
            5   you are endowed by your Creator wit h certain unalienable 
 
            6   Rights," would they consider that a  taking?  Would they 
 
            7   tell that regulator, you can't do t hat?  You can't pass 
 
            8   an ex post facto law that outlaws t he equipment that I 
 
            9   bought under state regulations that  was legal two years 
 
           10   ago and then have the audacity to l ook me in the eye and 
 
           11   say, well, you might just have to g o out of business? 
 
           12            We have a problem here.  A nd I would hope this 
 
           13   Board would direct the staff to act ually look at real 
 
           14   science, look at facts, take into c onsideration what 
 
           15   those in this industry who are goin g to be affected by 
 
           16   this and who may well have to go ou t of business have to 
 
           17   say about it, and look at some real  science. 
 
           18            Thank you for your time. 
 
           19            CHAIRPERSON NICHOLS:  Okay .  Sorry.  You are? 
 
           20            MR. JACK:  James Jack. 
 
           21            CHAIRPERSON NICHOLS:  Okay .  Go ahead. 
 
           22            MR. JACK:  Thank you, Mada me Chair and Members. 
 
           23            My name is James Jack.  I' m here today on 
 
           24   behalf of the Emission Control Tech nology Association. 
 
           25            First and foremost, I want  to thank you and 
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            1   your staff for the presentation thi s morning.  Your 
 
            2   staff has done an extraordinary job  of laying out a 
 
            3   comprehensive framework for moving forward on this 
 
            4   regulatory issue.  We know there is  a long road ahead, 
 
            5   but we look forward to continuing t o partner with the 
 
            6   Board and its staff to get there. 
 
            7            One of the things that we want to strongly urge 
 
            8   the Board to consider as we move fo rward is the changes 
 
            9   that -- the impacts that changes to  the regulation will 
 
           10   have on the investment that clean t echnology 
 
           11   manufacturers have made in Californ ia. 
 
           12            When California started re gulating diesel 
 
           13   emissions, these regulations spurre d companies to make 
 
           14   significant investments in research  and development that 
 
           15   have resulted in new pollution cont rol patents and new 
 
           16   pollution-reducing devices such as the diesel 
 
           17   particulate filters.  The manufactu rers of these 
 
           18   retrofit devices have developed cle an technology 
 
           19   solutions that will help the State meet its clean air 
 
           20   goals, also providing equipment own ers a more 
 
           21   cost-effective way to comply with t he regulations by 
 
           22   allowing them to retrofit instead o f replace their 
 
           23   equipment. 
 
           24            Further changes to the reg ulation, however, put 
 
           25   manufacturers of clean technology e quipment at risk. 
 
 
                                                                      126 



 
 
 
 
 
            1   They've built their business models , secured investment 
 
            2   capital, and deployed significant r esources in 
 
            3   California based on the regulations  that this state has 
 
            4   adopted.  Their ability to generate  a return on that 
 
            5   capital for their investors, shareh olders and employees 
 
            6   is dependent upon the State meeting  the regulatory 
 
            7   commitments it has made. 
 
            8            Significant changes to the  environment will put 
 
            9   this investment at risk and will th reaten the economic 
 
           10   viability of these manufacturers in  California.  The 
 
           11   manufacturers are unable to sustain  their investment, 
 
           12   many will be forced to leave the ma rketplace altogether, 
 
           13   stifling the growth of California's  green economy and 
 
           14   leaving California fewer choices to  meet its clean air 
 
           15   goals. 
 
           16            More importantly, such cha nges in the 
 
           17   regulatory environment could send a  chilling message to 
 
           18   other clean technology innovators w ho are looking to 
 
           19   California as an incubator for clea n technologies and to 
 
           20   be the engine for the nation's gree n economy. 
 
           21            So in closing, we look for ward to continuing to 
 
           22   partner together with the Board and  its staff as we move 
 
           23   forward on this regulatory issue.  Thank you. 
 
           24            CHAIRPERSON NICHOLS:  Than k you.  We now have 
 
           25   five people who have signed up, all  of whom, I think, 
 
 
                                                                      127 



 
 
 
 
 
            1   are together with the Associated Ge neral Contractors 
 
            2   organization.  And it's 12:25.  So do you want to take 
 
            3   them all before the break or defer them?  I don't think 
 
            4   we want to split in the middle of i t.  One way or the 
 
            5   other.  So it's up to the Board. 
 
            6            Let's hear from them?  All  right.  We will hear 
 
            7   from Michael Kennedy, Michael Steel , James Lyons, Tom 
 
            8   Brown and Mike Shaw, and then we're  going to take a 
 
            9   lunch break. 
 
           10            MR. KENNEDY:  Thank you, M adame Chair, Members 
 
           11   of the Board.  I appreciate the cha nce to be here today. 
 
           12   I have a couple of slides that we'l l try to bring up. 
 
           13            As you know, for some time  AGC has focused on 
 
           14   the emissions inventory that provid ed the foundation for 
 
           15   this rule.  We did that because we don't quarrel with 
 
           16   the balance you tried to strike bet ween the economy and 
 
           17   environmental protection.  We do be lieve in improvement 
 
           18   in air quality in California.  We h ave wives, we have 
 
           19   children, and have neighbors in thi s state.  And we're 
 
           20   not asking you and we do not ask yo u to relax your 
 
           21   objectives. 
 
           22            What I'm going to do today  is just turn to the 
 
           23   last page of the book.  AGC has jus t completed an update 
 
           24   of its 2009 inventory of emissions from the regulated 
 
           25   fleets.  What you have in front of you is a slide 
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            1   summarizing where the latest inform ation leads us on NOx 
 
            2   emissions from the regulated fleet.  
 
            3            The red line in this graph  represents the 
 
            4   original emissions inventory that t he staff conducted. 
 
            5   The white line represents the goals  you have set for our 
 
            6   fleets.  And the yellow line is wha t the best 
 
            7   information available today tells u s about where the 
 
            8   emissions are actually going to be.  
 
            9            Now, I talk about the best  information 
 
           10   available today.  We're talking abo ut the DOORS data 
 
           11   that was not available at the time this rule was 
 
           12   developed, I'm talking about data i ndicating that there 
 
           13   are approximately 7.5 percent of th e vehicles in the 
 
           14   fleet who operate low use.  And I'm  talking about data 
 
           15   made available by your Board of Equ alization and the 
 
           16   U.S. Department of Energy on diesel  fuel consumption in 
 
           17   the State of California. 
 
           18            If I can go to the second slide, please. 
 
           19            This is a similar slide fo r particulate matter. 
 
           20   Again, the red line represents the original emissions 
 
           21   inventory on which you based your d ecision to adopt this 
 
           22   rule.  The white line represents th e environmental 
 
           23   objectives that you set for our fle ets.  And the yellow 
 
           24   line indicates where we are today. 
 
           25            Before going on, I want to  emphasize just one 
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            1   small point.  The yellow line on th ese graphs does not 
 
            2   represent anything relating to the downturn in the 
 
            3   economy.  The emissions projections  that you have in 
 
            4   front of you here and that we have provided to each of 
 
            5   you individually are based on the s ame activity levels 
 
            6   and growth factors that your staff used to develop their 
 
            7   original emissions inventory.  This  is reflective of 
 
            8   changes coming out of the DOORS dat a, the low-use 
 
            9   equipment and a reconciliation betw een the model and the 
 
           10   diesel fuel consumption.  We do not  advocate that you 
 
           11   abandon the model, but we do find i t necessary to adjust 
 
           12   it. 
 
           13            I wish I had time to expla in all of this today. 
 
           14   I don't.  I've got three minutes.  I've got 30 seconds 
 
           15   left. 
 
           16            AGC is available.  We will  meet with you 
 
           17   individually.  We will meet with yo u as a group.  We 
 
           18   will meet with you over the web.  W e will meet with you 
 
           19   by telephone.  We would expect you to have questions. 
 
           20   We would expect a certain degree of  skepticism.  We are 
 
           21   committed to transparency.  There i s no question that 
 
           22   you can ask that we will not answer . 
 
           23            Finally, I just want to ma ke it clear that by 
 
           24   all accounts we have a large cushio n, we have an 
 
           25   opportunity to provide some directi on to where we go 
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            1   from here, and I urge you to provid e that direction 
 
            2   today. 
 
            3            Madame Chair, if I may? 
 
            4            CHAIRPERSON NICHOLS:  Well  done. 
 
            5            MR. KENNEDY:  I would just  ask you, it is our 
 
            6   recommendation that you slide the s chedule for this rule 
 
            7   for 5 years, and I want to undersco re that merely 
 
            8   delaying enforcement of this rule w ill not achieve your 
 
            9   objectives.  As recently as last we ek a local contractor 
 
           10   sold seven more pieces of construct ion equipment and 
 
           11   laid off three more mechanics.  Unl ess or until the 
 
           12   schedule itself is slid, merely del aying enforcement 
 
           13   will not affect the economic outcom e.  Business people 
 
           14   see the water building behind the d am, they know it's 
 
           15   going to break. 
 
           16            Thank you very much.  I'll  be glad to answer 
 
           17   any questions you may have. 
 
           18            CHAIRPERSON NICHOLS:  Than k you.  Mr. Steel and 
 
           19   then Mr. Lyons. 
 
           20            MR. LYONS:  Actually, we'v e been asked to 
 
           21   change the order.  I'm Mr. Lyons, i f that's okay. 
 
           22            CHAIRPERSON NICHOLS:  That 's fine.  You can be 
 
           23   whoever you want to be. 
 
           24            MR. LYONS:  Thank you.  Ap preciate that. 
 
           25            I am Jim Lyons with Sierra  Research.  We're the 
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            1   company that has done the updated e missions inventory. 
 
            2   It's only recently been made availa ble to CARB staff.  I 
 
            3   understand they're looking at it.  I just wanted to make 
 
            4   a couple of points about what we've  done that I didn't 
 
            5   hear out of the staff presentation.  
 
            6            First, unlike the December  inventory, this one 
 
            7   has been updated with an additional  dose, if you will, 
 
            8   of DOORS data from February.  Our v ehicle population is 
 
            9   about 150,000, not the 100,000 or s o we had in December. 
 
           10   And we have looked at this issue of  the top-down or 
 
           11   fuel-based calibration of the off-r oad model. 
 
           12   Specifically, what we've done is we  have accounted for 
 
           13   things like the use of clear fuel i n off-road equipment 
 
           14   that was a criticism of the Millste in and Harley paper. 
 
           15   We've accounted for the use of fuel  in all the equipment 
 
           16   subject to the rule. 
 
           17            And I'll just conclude by saying while the 
 
           18   staff has got their adjustments of a factor of about 1.4 
 
           19   to 2, our analysis indicates that t hat factor is about 
 
           20   3.5.  So we would feel that you hav e even more cushion 
 
           21   than the staff has led you to belie ve.  Thank you. 
 
           22            CHAIRPERSON NICHOLS:  Okay .  Thanks.  So now 
 
           23   Michael Steel and then Tom Brown. 
 
           24            MR. STEEL:  Good morning.  Thank you. 
 
           25            Just a couple of points.  Very pleased to hear 
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            1   today that the staff now agrees tha t the previous 
 
            2   inventory is too high.  We have a d ifference of opinion, 
 
            3   as Jim just pointed out, in terms o f how far off the 
 
            4   inventory is. 
 
            5            One thing that kind of con cerns me, though, is 
 
            6   that I heard that this issue sort o f first came up when 
 
            7   Professor Harley's report came out.   I think I heard 
 
            8   them say December.  It was actually  September of last 
 
            9   year.  But actually Professor Harle y was not the first 
 
           10   person to raise this issue about th e adequacy or 
 
           11   accuracy of the off-road model.  Th at was raised by 
 
           12   Professor Robert Sawyer back in 200 0.  It was also 
 
           13   raised earlier by Dr. Harley before  this rule was even 
 
           14   adopted in a contract paper that he  wrote for the Air 
 
           15   Resources Board back in 2004. 
 
           16            So this issue of the off-r oad model having a 
 
           17   problem in terms of the fuel analys is has been out 
 
           18   there.  I'm glad we're finally hear ing about it today 
 
           19   before the Board. 
 
           20            I also want to comment on this enforcement 
 
           21   relief.  The enforcement relief is a statement by staff 
 
           22   that they will not enforce the rule  until EPA grants the 
 
           23   waiver.  And as they have acknowled ged, they have no 
 
           24   legal authority to enforce the rule  until EPA grants the 
 
           25   waiver. 
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            1            On the same day that they announced this 
 
            2   enforcements day, which is a sham, they wrote a letter 
 
            3   to the EPA urging immediate grantin g of the waiver.  So 
 
            4   on the one hand they're sending out  this message to the 
 
            5   community that relief is forthcomin g; on the other, 
 
            6   they're begging EPA to withdraw the  relief. 
 
            7            What staff's slides show t his morning is also 
 
            8   that what we have been telling you,  which is the way 
 
            9   that fleets are complying with this  rule is by 
 
           10   shrinking, is true.  They say that 55 percent of the 
 
           11   fleets are taking advantage of the shrinking fleet 
 
           12   low-use exemptions.  And as we have  pointed out, that is 
 
           13   an economic disaster for the indust ry.  You don't cope 
 
           14   by getting smaller and smaller and smaller and 
 
           15   eventually disappearing. 
 
           16            Now, we can have more dela y and more time for 
 
           17   study, that's all well and good.  B ut the industry needs 
 
           18   some clear direction from you today , and the staff needs 
 
           19   clear direction.  I was very please d that Chairman 
 
           20   Nichols started out by saying that the job today is to 
 
           21   provide clear direction to the staf f and that you have 
 
           22   to make decisions despite the uncer tainties. 
 
           23            The clear direction that s taff needs is to 
 
           24   provide relief and to provide relie f that pushes this 
 
           25   schedule out.  By simply saying tha t we will provide 
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            1   some deferral of the deadline until  2013, 2015, whatever 
 
            2   you might pick, but then you have t o catch up, you've 
 
            3   got a giant balloon payment due, is  just inviting 
 
            4   disaster.  And from a business pers pective, if you know 
 
            5   that you're going to have to catch up in three years, 
 
            6   you've got to start making those ex penditures now when 
 
            7   you can least afford it. 
 
            8            Thank you. 
 
            9            CHAIRPERSON NICHOLS:  Is t hat okay?  All right. 
 
           10   Thank you. 
 
           11            Tom Brown and then we'll f inish up with Mike 
 
           12   Shaw. 
 
           13            MR. BROWN:  Madame Chair a nd Board Members, 
 
           14   thank you in allowing me to address  the Board today. 
 
           15            You know, as stakeholders in the industry and 
 
           16   stakeholders in this regulation, we  are truly committed 
 
           17   in providing accurate data.  We bel ieve as submitted by 
 
           18   Sierra Research the most recent rep ort sheds new light. 
 
           19   While we understand staff continues  to review and 
 
           20   examine this data, we also want to remind the Board and 
 
           21   staff of the sensitivity of this re gulation and the 
 
           22   impact to the construction industry . 
 
           23            The impact alone to Operat ing Engineers, the 
 
           24   brothers and sisters that operate e quipment, is upwards 
 
           25   of 38 to 40 percent of unemployment .  Those are 
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            1   devastating numbers.  These individ uals now find 
 
            2   themselves wondering how are they g oing to pay for their 
 
            3   health insurance, how are they goin g to pay for the 
 
            4   bills by not having a job, keeping in mind these are 
 
            5   well-paid individuals that on the a verage cost an 
 
            6   employer somewhere between $65 to $ 72 an hour.  So these 
 
            7   folks are people that generate a fa ir income.  They're 
 
            8   not the ones that you would say tha t were overextended 
 
            9   and got themselves in trouble. 
 
           10            Another concern is the exo dus of businesses in 
 
           11   California.  Small business is the backbone of America, 
 
           12   the entrepreneurs of our nation.  W hether it be the 
 
           13   recession or the financial inabilit y to make the 
 
           14   immediate investments in equipment,  it's totally unfair 
 
           15   to these individuals and their firm s during these times. 
 
           16            The model utilized and mos t recently submitted 
 
           17   by Sierra Research clearly shows th at we have achieved 
 
           18   these goals the staff and the Board  have set out long 
 
           19   before they were needed. 
 
           20            Respectfully, we request t he Board's schedule 
 
           21   be deferred to 2015 of this regulat ion.  Thank you. 
 
           22            CHAIRPERSON NICHOLS:  Than k you, Mr. Brown. 
 
           23            Mike Shaw, you're the last  word for the group. 
 
           24            MR. SHAW:  Good morning.  My name is Mike Shaw. 
 
           25   I'm a San Diego County resident.  I 'm a contractor, 
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            1   grading contractor, and equipment o wner.  And I think 
 
            2   that one of the things that's becom e apparent today is 
 
            3   that you have a flawed model from w hich this regulation 
 
            4   has been built on.  It's going to b e an academic 
 
            5   discussion with some very bright pe ople to determine 
 
            6   maybe how flawed the model is.  You  say between 40 and 
 
            7   100 percent; we think perhaps as mu ch as 300 percent or 
 
            8   more. 
 
            9            And again, these bright pe ople are going to 
 
           10   come up with a resolution for this over time and come to 
 
           11   an agreement.  That's pretty neat. 
 
           12            Now, on the other side of the table you have 
 
           13   people out here, people like me tha t have taken steps 
 
           14   towards compliance.  I'm a complian t contractor now, 
 
           15   after having spent between $5 and $ 6 million on new 
 
           16   engines and retiring over 45 pieces  of equipment, 28,000 
 
           17   horsepower.  It's really encouragin g to me to hear today 
 
           18   in this room that maybe we were off  only 100 percent, 
 
           19   and maybe I only had to spend $2.5 instead of the 
 
           20   $5 million I've already spent, and maybe I could have 
 
           21   kept 20 of those tractors that I ha d to get rid of to 
 
           22   become compliant today. 
 
           23            So I'm a little discourage d about this process. 
 
           24   And I think it's very important tha t before anything 
 
           25   else happens you come to the bottom  line on this thing. 
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            1   We still have to make these moves t o comply because they 
 
            2   take a lot of time and a lot of pla nning and cost a lot 
 
            3   of money.  So this has got to be fi xed before you move 
 
            4   on. 
 
            5            Bottom line on this thing,  I think that -- it's 
 
            6   my belief, and I've reviewed the Si erra information for 
 
            7   as well as I can read it.  Looks pr etty good to me.  I 
 
            8   don't think there's any question yo u can't push this 
 
            9   thing back 5 years to 2015 and stil l get everything that 
 
           10   you want.  Those are my comments. 
 
           11            CHAIRPERSON NICHOLS:  Okay .  Thank you.  We're 
 
           12   going to take a lunch break and com e back to the rest of 
 
           13   the witnesses here.  We've got anot her dozen or so to 
 
           14   go. 
 
           15            (Lunch Recess) 
 
           16            CHAIRPERSON NICHOLS:  The rest of the Board 
 
           17   Members are in the back finishing u p lunch, but they can 
 
           18   listen on the sound system that we have. 
 
           19            We're ready to get back in to session.  Again, I 
 
           20   do want to note for the record that  we held a closed 
 
           21   session during lunch and were brief ed by the Attorney 
 
           22   General's office and our own lawyer s about litigation 
 
           23   that is pending but no action was t aken, no decisions 
 
           24   were made by the Board. 
 
           25            So we are now ready to res ume the hearing, and 
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            1   the next witness that we have is Er ic Carleson from 
 
            2   Associated California Loggers follo wed by Richard Lee. 
 
            3            MR. CARLESON:  Eric Carles on, Associated 
 
            4   California Loggers.  Good afternoon .  Three minutes, 
 
            5   three previous transcript excerpts and a little bit 
 
            6   more. 
 
            7            Transcript from January 22 nd, 2009. 
 
            8            Chairperson Nichols:  We w ould like to ask the 
 
            9   staff in conjunction with the econo mic review that they 
 
           10   will be working on anyway to put a special focus on the 
 
           11   issue of the logging trucks and thi s industry and to 
 
           12   come back with recommendations that  would deal 
 
           13   specifically with their situation. 
 
           14            Transcript December 9, 200 9. 
 
           15            Board Member Balmes:  I'd like to go back to a 
 
           16   year ago when we heard a lot of tes timony from the 
 
           17   logging industry.  We heard some ag ain today.  And some 
 
           18   of you will recall that I was conce rned about that 
 
           19   specific impact in the logging indu stry.  And I think 
 
           20   that we should consider perhaps an exemption to the 
 
           21   25,000 mile limit.  As far as I'm c oncerned, logging is 
 
           22   a type of agriculture.  And I think  the impacts have 
 
           23   been specifically tough in that reg ion that does have 
 
           24   relatively clean air.  So I propose  that there also be 
 
           25   considered some kind of -- 
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            1            Chairperson Nichols:  Recl assification. 
 
            2            Board Member Balmes:  -- a nother classification 
 
            3   for the logging industry. 
 
            4            Chairperson Nichols:  Okay .  Let's add that to 
 
            5   the list of potential to-dos. 
 
            6            Transcript December 9, 200 9. 
 
            7            Chairperson Nichols:  We'v e heard from -- I'd 
 
            8   like to actually reference communic ation that I had, 
 
            9   even though this is not ex parte, p er se, with Wes 
 
           10   Chesbro who represents Mendocino Co unty and who has been 
 
           11   an effective spokesperson for the i dea that the rural 
 
           12   counties need to be given special c onsideration as we 
 
           13   look at some changes to this rule.  So I just want to 
 
           14   note that that input has been recei ved.  And as I told 
 
           15   Assembly Member Chesbro, we would t hink long and hard 
 
           16   about what we could do to address t hat issue. 
 
           17            My question through the ch air to the CARB staff 
 
           18   would be what progress has been mad e on acting on the 
 
           19   request of the chairperson, Members  of the Board and 
 
           20   Assembly Natural Resources Chair We s Chesbro with regard 
 
           21   to these requested changes for cons ideration? 
 
           22            CHAIRPERSON NICHOLS:  We h ave to direct the 
 
           23   staff to answer the question, and w e will put that on 
 
           24   the list of things for this meeting .  Okay? 
 
           25            MR. CARLESON:  Thank you. 
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            1            With a little time left, m y final point would 
 
            2   simply be in January 2009 CARB staf f made 
 
            3   recommendations against relief in a ttainment area rural 
 
            4   California on the basis of modeling  in Eureka, 
 
            5   overriding actual monitoring data f rom the adjacent 
 
            6   Mendocino County Air District.  We formally request the 
 
            7   CARB staff refine its modeling of E ureka, given recent 
 
            8   revelations regarding flaws in mode ling of the off-road 
 
            9   rule. 
 
           10            Thank you very much. 
 
           11            CHAIRPERSON NICHOLS:  Than k you.  Do you want 
 
           12   to address the logging issue at thi s time or save it to 
 
           13   the list of items for the end? 
 
           14            Erik, looks like you're re ady to speak. 
 
           15            ASSISTANT CHIEF WHITE:  Ye ah, we can mention a 
 
           16   few things.  I can say that as we'v e continued to look 
 
           17   at the regulation, we do continue t o look at the impacts 
 
           18   on logging.  Certainly the first co mpliance dates for 
 
           19   the agricultural trucks, including logging trucks, have 
 
           20   not yet taken effect, so we're usin g that time to 
 
           21   continue to look at it. 
 
           22            Some of the comments, thou gh, that we just 
 
           23   heard came before we presented you with last January a 
 
           24   somewhat comprehensive assessment i n terms of the 
 
           25   localized impacts associated with P M exposure.  And we 
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            1   used the logging trucks because we had very good real 
 
            2   data that were not going to be impa cted by our emission 
 
            3   inventory revisions that we did to the statewide 
 
            4   industry and inventory as a whole, which clearly show 
 
            5   that we still need to be concerned about potential 
 
            6   changes in the PM requirements asso ciated with logging 
 
            7   trucks and understand the localized  impacts. 
 
            8            As we look at potential ch anges moving forward 
 
            9   for September and working within ou r goal of maintaining 
 
           10   the health benefits of the regulati on, we'll definitely 
 
           11   add logging trucks as part of that work. 
 
           12            CHAIRPERSON NICHOLS:  So i t's on the list of 
 
           13   items that will be addressed by the  September -- 
 
           14            ASSISTANT CHIEF WHITE:  Co rrect. 
 
           15            CHAIRPERSON NICHOLS:  -- r ule. 
 
           16            ASSISTANT CHIEF WHITE:  An d as we do that we'll 
 
           17   be looking at agricultural trucks a nd reporting on the 
 
           18   reporting that we've received as we ll, so this fits in 
 
           19   very nicely. 
 
           20            CHAIRPERSON NICHOLS:  Good .  All right.  Thank 
 
           21   you.  Richard Lee and then William Davis. 
 
           22            MR. LEE:  As a citizen of the State of 
 
           23   California, I'm here on behalf of t hose most afflicted 
 
           24   by the truck and bus rule; namely, all of us. 
 
           25            As much as air pollution i s a purported concern 
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            1   of this board, my personal concern is with the toxic 
 
            2   thought pollution emanating from th is building.  In the 
 
            3   spirit of cooperating with the Boar d to clear the air, I 
 
            4   have several questions.  These are not rhetorical 
 
            5   questions, rather this is a heads-u p that I will be 
 
            6   sending each of you as Members of t he Board a letter 
 
            7   requesting your individual, clear a nd honest answers to 
 
            8   the following. 
 
            9            Number 1, are you aware th at the scientific 
 
           10   basis for the truck and bus rule is  a fraud? 
 
           11            Number 2, are you aware th at the technology 
 
           12   propounded to solve the nonexistent  health problem 
 
           13   caused by diesel emissions is a fra ud? 
 
           14            Number 3, are you aware th at the truck and bus 
 
           15   rule's regulatory taking of the pro perty and the 
 
           16   livelihoods of truck and bus owners  without fair and 
 
           17   just compensation is a violation of  their 5th Amendment 
 
           18   and due process rights? 
 
           19            Number 4, is not the imple mentation of the 
 
           20   truck and bus rule a crime in progr ess for which CARB 
 
           21   can be sued out of existence? 
 
           22            Number 5, are you aware th at U.S. Code Title 18 
 
           23   part 1, chapter 1, section 4, is ca lled a misprison of 
 
           24   felony?  This is where knowledge of  a crime can really 
 
           25   put one on the spot.  Failure to re port that crime or if 
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            1   you're, say, in charge of those who  commit a crime, is a 
 
            2   crime. 
 
            3            Number 6, were I not to ac t to counter these 
 
            4   crimes, would I not be complicit wi th these crimes? 
 
            5            I can and will back up all  these statements of 
 
            6   fraud and wrongdoing.  The truck an d bus rule is not 
 
            7   acceptable. 
 
            8            Mary Nichols, your apologi es are not 
 
            9   acceptable.  What is acceptable is your resignation. 
 
           10            CHAIRPERSON NICHOLS:  All right.  We will hear 
 
           11   next from William Davis. 
 
           12            MR. DAVIS:  Do I have to? 
 
           13            CHAIRPERSON NICHOLS:  You can only go up from 
 
           14   there. 
 
           15            MR. DAVIS:  Good afternoon , Chairman Nichols, 
 
           16   Members of the Board and those of y ou dining in the back 
 
           17   room. 
 
           18            My name is Bill Davis.  I' m the Executive Vice 
 
           19   President of the Southern Californi a Contractors 
 
           20   Association.  And my job, the way I  look at it anyway, 
 
           21   in dealing with this agency is to b e cooperative, 
 
           22   informative and constructive as an advocate for our 
 
           23   industry.  I am not among those who  describe your staff 
 
           24   or yourselves as folks with cloven hooves and horns, and 
 
           25   we hope to keep moving forward in t hat direction. 
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            1            And in that spirit I'd lik e to wish each of you 
 
            2   a happy Earth Day.  I didn't hear a nybody do that today 
 
            3   which sort of surprised me consider ing the celebration 
 
            4   that's going on outside and inside the building.  I 
 
            5   don't think I'll mention Lenin's bi rthday, because it 
 
            6   just doesn't seem to play. 
 
            7            Normally I have some refer ence to literary or 
 
            8   historical fact, but this time I wa s struck by Chairman 
 
            9   Nichols' comments that you can be w hoever you want to 
 
           10   be, and since I've always wanted to  be Cary Grant at his 
 
           11   peak, that's where I'm going to lea ve it. 
 
           12            But one of the things that  you also said today, 
 
           13   Chairman Nichols, is that in making  decisions about 
 
           14   these regulations that you have to consult with your 
 
           15   feelings and your beliefs on a pers onal basis.  And as 
 
           16   an attorney, and I think Ms. Kennar d is also an 
 
           17   attorney, we were sort of hoping th at you guys would 
 
           18   consider yourselves a jury.  A jury  has to put aside 
 
           19   their personal feelings and beliefs  and decide the case 
 
           20   on the facts. 
 
           21            Our industry would prefer that you use the 
 
           22   standard for criminal juries, beyon d a reasonable doubt, 
 
           23   but we'd settle for preponderance o f evidence.  And as 
 
           24   with this microphone, we don't beli eve that this 
 
           25   regulation can be a "one size fits all" document.  We 
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            1   think this rule should offer maximu m flexibility and 
 
            2   maximum incentives for our industry .  More flies with 
 
            3   honey than vinegar, my mother used to say, and I think 
 
            4   that there is something in that. 
 
            5            For example, if you were t o grant the AGC's 
 
            6   request for the past -- excuse me.  And change the 
 
            7   requirements for the regulation to 2015, it would put 
 
            8   everybody in the pool for Moyer mon ey and other kinds of 
 
            9   grants, not the SOON program at Sou th Coast which is a 
 
           10   seven-year program, but everybody e lse.  We think that 
 
           11   that incentive would be a good ince ntive to get large 
 
           12   and medium fleets to retrofit early . 
 
           13            We have concerns about hav ing an active and 
 
           14   vibrant industry in California that  helps provide 
 
           15   technological solutions to these pr oblems as well. 
 
           16            There are some other issue s with staff comments 
 
           17   this morning.  We don't actually us e the recession word 
 
           18   in construction; we call it a depre ssion when you're 
 
           19   down 50 percent from where you were  five years ago.  We 
 
           20   don't expect to return to those lev els, which is 2005, 
 
           21   any time soon. 
 
           22            And there are several othe rs.  I guess I'll 
 
           23   have to submit them in writing to y ou. 
 
           24            CHAIRPERSON NICHOLS:  Okay , if you have 
 
           25   additional issues.... 
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            1            MR. DAVIS:  One in particu lar is with regard to 
 
            2   the AB 8 2X amendments.  We need to  remove the balloon 
 
            3   payment requirements that are in th e current amendments. 
 
            4   Those exist for emissions that appa rently do not.  Thank 
 
            5   you. 
 
            6            CHAIRPERSON NICHOLS:  Okay .  Thank you. 
 
            7            Betty Plowman and then Dav e Harrison. 
 
            8            MS. PLOWMAN:  Hello to you  all.  In the spirit 
 
            9   of kumbayaism, as Bill just express ed, let me say that 
 
           10   perhaps my biggest thanks to you al l is for making me 
 
           11   more aware of what's happened out t here in our world, 
 
           12   and California specifically, which is why in February 
 
           13   when the county health rankings wer e published I was 
 
           14   immediately drawn by the figures.  And I guess most 
 
           15   important that jumped out at me was  the fourth 
 
           16   healthiest county which was Santa C lara. 
 
           17            Fourth healthiest with thr ee interstate 
 
           18   freeways, 286, 80, 880, Highway 101  and eight 
 
           19   expressways.  According to what I h ad heard at these 
 
           20   meetings, everybody in Santa Clara County ought by now 
 
           21   to be dead.  However, they are the fourth healthiest in 
 
           22   the State. 
 
           23            Of equal what got me, and I can sure identify 
 
           24   with that logging man, was Del Nort e County who is the 
 
           25   unhealthiest in the State.  The mos t premature deaths. 
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            1   Del Norte sits at the top of Califo rnia bordered by the 
 
            2   Pacific Ocean, zero particulate day s, zero ozone days, 
 
            3   they're dying like flies up there.  While a lot of 
 
            4   things were taken into consideratio n, a huge factor in 
 
            5   this is poverty and unemployment. 
 
            6            So once again, as our grac ious state enacts 
 
            7   more regulations that do kill the C alifornia economy -- 
 
            8   Supervisor Roberts, you're number 1 5.  Pretty good going 
 
            9   down there in San Diego.  I'm Solan o County, I'm 28. 
 
           10   But I'm watching us fall apart dail y.  I'm watching the 
 
           11   businesses leave.  I'm watching the  same thing, that you 
 
           12   can't get permits.  That's as far a s I'll go with that. 
 
           13            I have a minute left, and I will say that there 
 
           14   are some programs that I have broug ht up numerous times 
 
           15   that I want to touch on again, and that was something 
 
           16   that we could do here and now to cl ean up our air. 
 
           17   Because frankly I resent the gentle man that says he 
 
           18   doesn't want to compete with the $1 0,000 trucks.  The 
 
           19   trucks you're putting out of busine ss are not 
 
           20   necessarily the $10,000 trucks.  So me of them are 
 
           21   $150,000 trucks that people paid fo r just a few short 
 
           22   years ago which are now not complia nt.  I know because I 
 
           23   test these trucks for smog.  I test ed them yesterday.  I 
 
           24   want to tell you that I tested a '9 4 with an opacity 
 
           25   reading of 7.1.  These are clean tr ucks.  They don't 
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            1   need to go. 
 
            2            If in fact we have a small  percentage of 
 
            3   low-hanging fruit, 10 to 15 percent  of the trucks are 
 
            4   polluters.  Let's test these trucks .  Let's get them out 
 
            5   of here.  I don't want to see them any more than anyone 
 
            6   else.  I will be the first one to c all 1 800 END SMOG 
 
            7   when I see a polluting truck.  But to throw the entire 
 
            8   state out is wrong.  Thank you. 
 
            9            CHAIRPERSON NICHOLS:  Than k you, Ms. Plowman. 
 
           10            Dave Harrison and Jim Jaco bs from the Operating 
 
           11   Engineers. 
 
           12            MR. HARRISON:  Bill beat m e to the punch.  I 
 
           13   thought I was going to be able to w ish you a happy Earth 
 
           14   Day first. 
 
           15            Members of the Board, staf f:  Dave Harrison, 
 
           16   Operating Engineers Director of Saf ety, Local 3. 
 
           17            Before I go into what I wa s going to say, I 
 
           18   wanted to make a small point.  Just  last week Toyota 
 
           19   closed their NUMMI plant down in Fr emont laying off 5500 
 
           20   Californians.  And I come in here t oday and I see a 
 
           21   Toyota on display out in front of t he CalEPA building. 
 
           22   A little disheartening. 
 
           23            I'm here once again to par ticipate in the 
 
           24   regulatory process and help to ensu re that the off-road 
 
           25   rule is implemented in a responsibl e manner.  You still 
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            1   have a rule that's unsafe, unreason able and financially 
 
            2   crippling, and you still do not hav e a waiver to legally 
 
            3   implement that rule. 
 
            4            As it currently stands, a request from the 
 
            5   industry, labor and management has been made to postpone 
 
            6   the regulation for three to five ye ars.  We've asked for 
 
            7   this from the very beginning and ar e still asking for 
 
            8   it.  It's frustrating because we've  asked for an 
 
            9   extension of the entire rule two ye ars ago.  And now 
 
           10   we've got folks like Caltrans, Gran ite Construction, 
 
           11   some other folks, the gentleman tha t spoke earlier that 
 
           12   have spent millions of dollars to c omply with a rule 
 
           13   that you can't legally enforce.  An d we told you so two 
 
           14   years ago.  So welcome to our frust ration. 
 
           15            We're also asking that whe n you postpone the 
 
           16   rule you postpone the entire rule - - reporting, initial 
 
           17   compliance and all your target date s, as AGC has asked. 
 
           18   If you only postpone the compliance  dates and not the 
 
           19   target dates, you've essentially cr eated an impossible 
 
           20   goal and are forcing our contractor s to climb what was 
 
           21   once a steep hill to now a shear cl iff.  They call that 
 
           22   compression and it doesn't work.  I t's going to double 
 
           23   and triple the problem. 
 
           24            We believe that improved a ir quality is a must, 
 
           25   but we do not believe that it shoul d be achieved at the 
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            1   pure expense of Californians.  AGC has given you a fresh 
 
            2   look.  The economy has given you re duced activity and 
 
            3   reduced inventory.  You have the to ols to achieve your 
 
            4   goals; you now just have to choose to use them. 
 
            5            Thank you. 
 
            6            CHAIRPERSON NICHOLS:  Mr. Jacobs. 
 
            7            MR. JACOBS:  Good afternoo n, Madame Chair, 
 
            8   staff, Members of the Board. 
 
            9            Madame Chair, you said thi s morning that 
 
           10   California is a bright spot.  And I  absolutely agree 
 
           11   with that, but I'm afraid that it's  about to burn out. 
 
           12   We keep having these meetings, and it just seems like 
 
           13   we're spinning our wheels.  We're s tuck in the mud. 
 
           14   We've spent a tremendous amount of time and money 
 
           15   bringing our ideas, our concerns, o pening up our books 
 
           16   and our companies to you.  You've t hrown us some bones, 
 
           17   but I'm tired of coming down here a nd begging.  I don't 
 
           18   want to beg anymore.  Our members a re out of work.  I 
 
           19   don't know how much longer I'll hav e a job, because our 
 
           20   members aren't working and that kin d of involves me, 
 
           21   also. 
 
           22            All this being said, I cam e up with a plan also 
 
           23   today that doesn't involve asking a nybody for their 
 
           24   resignations, all the people up the re.  But it does 
 
           25   involve -- let's just put it this w ay.  Let's just drop 
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            1   this whole plan, fire your staff an d give the money that 
 
            2   you would normally spend on your bu dget to the 
 
            3   California state school system.  Le t's educate our next 
 
            4   group of kids coming forward.  I th ink that's the 
 
            5   smartest way we can invest in the f uture of this state, 
 
            6   and that's how we need to move forw ard.  Thank you. 
 
            7            CHAIRPERSON NICHOLS:  Rand al Friedman will be 
 
            8   next and then Don Anair. 
 
            9            MR. FRIEDMAN:  Madame Chai r, Board Members: 
 
           10   Randal Friedman on behalf of Navy R egion Southwest, and 
 
           11   I'll wish you a happy Navy Earth Da y, be the first to do 
 
           12   that. 
 
           13            As you can see routinely o n CNN, we continue to 
 
           14   be very busy both in our national d efense and 
 
           15   humanitarian missions.  So I'm not here to talk about 
 
           16   the recession, because our activity  level continues to 
 
           17   be very high.  What I'm here to tal k about and we did 
 
           18   submit written comments on behalf o f all the military 
 
           19   services are issues unique to our s tatus as a federal 
 
           20   agency and of the military. 
 
           21            And those reasons, which I  won't elaborate, 
 
           22   they're in our letter, have present ed compliance 
 
           23   challenges to us that make it impos sible at this point 
 
           24   to meet the deadlines.  We've been working diligently, 
 
           25   we continue to work diligently, but  in our best 
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            1   assessment we need until 2014 to ge t on the compliance 
 
            2   track for the reasons that we discu ss in the letter. 
 
            3            And certainly I can answer  any questions. 
 
            4            I like the approach the st aff is taking.  We 
 
            5   certainly support taking another lo ok at this.  I'd also 
 
            6   like to thank all the technical wor k AGC has done to 
 
            7   highlight this issue, and I urge yo u to consider all 
 
            8   this testimony and the work they've  done.  And in that 
 
            9   mix, again, please don't forget the  Federal Government 
 
           10   and the military, because we have o ur unique set of 
 
           11   issues that, again, has nothing to do with the 
 
           12   recession, but at this point we hav e some very difficult 
 
           13   obstacles and we are seeking some h elp from you. 
 
           14            Thank you. 
 
           15            CHAIRPERSON NICHOLS:  Than k you. 
 
           16            Don Anair and then Ned McK inley. 
 
           17            MR. ANAIR:  Good afternoon .  I'm Don Anair. 
 
           18   I'm an analyst with the Union of Co ncerned Scientists. 
 
           19            I'm mostly here today just  to support the 
 
           20   process that ARB has laid out movin g forward on this 
 
           21   issue.  I think it's important that  we establish what 
 
           22   the inventory and the inventory bud get is for these 
 
           23   changes that are forthcoming and we  use that information 
 
           24   to decide what kind of changes are appropriate. 
 
           25            One of the challenges with  the changes that 
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            1   have been proposed by staff for the  truck rule, the 
 
            2   delay in the retrofits, staff has a ssured us that those 
 
            3   changes do meet the emissions budge t, but we haven't 
 
            4   seen the actual emissions inventory  data from those 
 
            5   changes.  And I think it would be h elpful in workshops 
 
            6   that are forthcoming to present the  emissions impacts of 
 
            7   the presented changes of these work shops so we can 
 
            8   actually see what different options  are available and 
 
            9   what the actual emissions impacts a nd therefore the 
 
           10   health impacts would be going forwa rd. 
 
           11            I'd also like to offer a s uggestion on the 
 
           12   implementing or doing a sensitivity  analysis on the 
 
           13   economic impacts of the emissions i nventory going 
 
           14   forward.  We've heard today from di fferent folks about 
 
           15   how they expect the economy to reco ver, and clearly 
 
           16   there's different opinions on this and there's different 
 
           17   evidence to support different rates  of recovery.  And I 
 
           18   think it would be useful to have a sensitivity analysis 
 
           19   on the inventory to see what we're really looking at. 
 
           20            We wouldn't want to have a  pessimistic view of 
 
           21   the economic recovery and therefore  make changes that 
 
           22   would result in excess emissions an d therefore impact 
 
           23   public health and also prevent us f rom meeting the SIP 
 
           24   requirements. 
 
           25            And finally, I think the t en guiding principles 
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            1   that have been laid out by staff ar e appropriate and 
 
            2   they're good.  Especially maintaini ng the health 
 
            3   benefits, we continue to make that our top priority. 
 
            4   Thank you. 
 
            5            CHAIRPERSON NICHOLS:  Than k you.  Ned McKinley. 
 
            6            MR. McKINLEY:  Good aftern oon, Chairman, Board 
 
            7   Members.  My name is Ned McKinley.  I'm here on behalf 
 
            8   of Major General Anthony Jackson, t he Commanding General 
 
            9   for Marine Corps Installations West .  Thank you for the 
 
           10   opportunity to come and talk and gi ve some very brief 
 
           11   comments to add on to what Andy Fri edman my Navy 
 
           12   counterpart has said. 
 
           13            Major General Jackson is i n command of six 
 
           14   bases in California.  There's about  42,000 horsepower at 
 
           15   these bases that is subject to the off-road rule.  We 
 
           16   are committed to full compliance, w e will get there, but 
 
           17   as Randy said, we do have some chal lenges.  The federal 
 
           18   budgeting process is probably the f irst one to bring up, 
 
           19   and in terms of hitting that timeli ne that definitely is 
 
           20   a challenge for us under the curren t regulation. 
 
           21            Another challenge is based  on global events, 
 
           22   the money that we are seeking for c ompliance, about $60 
 
           23   million for the off-road rule as we ll as other ARB 
 
           24   regulations, that $60 million winds  up competing with 
 
           25   other money -- Marine Corps budget and the Department of 
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            1   Defense budget.  And that is defini tely subject to 
 
            2   change based on international event s. 
 
            3            We have been talking to yo ur staff.  We very 
 
            4   much appreciate them working with u s and listening to 
 
            5   our concerns.  We've given some rec ommendations for 
 
            6   things that could help.  I don't th ink it could get us 
 
            7   all the way there but it could help .  Some things 
 
            8   involve, for example, the low-use d esignation of 100 
 
            9   hours.  We have many vehicles that are just over that. 
 
           10   And if there is some kind of adjust ment along those 
 
           11   lines, those kinds of adjustments c ould help us. 
 
           12            Just in closing, I just wa nt to say that in the 
 
           13   case of the Marine Corps, we have a bout 40 percent of 
 
           14   our combat power at those bases.  E ven more important, 
 
           15   most marines come through Californi a to train.  What 
 
           16   this means is that California is ab solutely essential to 
 
           17   us.  We really can't go anywhere el se to do what we do 
 
           18   here, and we've got to make it work  here.  So we are 
 
           19   committed to a long-term and a coll aborative 
 
           20   relationship with the State of Cali fornia. 
 
           21            So we look forward to work ing with you and with 
 
           22   your staff as you look at changing this rule. 
 
           23            Thank you. 
 
           24            CHAIRPERSON NICHOLS:  Than k you very much. 
 
           25            Michael Lewis and then Bon nie Holmes-Gen. 
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            1            MR. LEWIS:  Good afternoon .  I wanted to talk 
 
            2   to you about a couple of things tod ay.  I'm with the 
 
            3   Construction Industry Air Quality C oalition.  And I 
 
            4   wanted to say that I think it's tim e to overhaul this 
 
            5   regulation, not just tinker around the edges.  I'm a 
 
            6   little disappointed that the staff didn't come up with 
 
            7   some more specific things for you t o get your teeth into 
 
            8   today, so I'm going to give you sev eral. 
 
            9            First and foremost, on you r guiding principles 
 
           10   you need a new number one.  It need s to be:  Get the 
 
           11   numbers right.  Nowhere in any of w hat's been presented 
 
           12   to you today is anybody suggesting that they're going to 
 
           13   spend time to get the numbers right , and that's what you 
 
           14   need to do.  This rule was based on  a whole set of 
 
           15   assumptions and numbers in the begi nning that we now 
 
           16   have correctly.  We have fuel, we h ave fleet makeup, we 
 
           17   have low use, we have load factors,  and those numbers 
 
           18   all need to be updated and gotten r ight.  Because until 
 
           19   they're right, you're asking us to spend hundreds of 
 
           20   millions of dollars, billions of do llars, to reduce 
 
           21   phantom emissions, and we're not go ing to do that. 
 
           22            Secondly, I don't think it 's fair to combine 
 
           23   the savings that we've realized in emissions for this 
 
           24   rule with the trucking rule.  We've  joined with the 
 
           25   other trucking associations, and we  are about to 
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            1   undertake an analysis of the truck rule model, very 
 
            2   similar to the one that AGC did, an d we believe that 
 
            3   we're going to be able to demonstra te significant 
 
            4   reduced emissions as a result of th at analysis, and that 
 
            5   needs to be taken into account sepa rately. 
 
            6            With regard to your instru ctions today, I would 
 
            7   suggest you do the following.  You need to tell your 
 
            8   staff to revise this rule to keep t he reporting, keep 
 
            9   the idling, keep the sales disclosu re, and put everybody 
 
           10   on the same timeline as the small f leets, the 2015. 
 
           11   That will get us the certainty. 
 
           12            The second step is to tell  your staff to go 
 
           13   back and fix the model.  They're no t going to do that by 
 
           14   September.  It's probably going to take until sometime 
 
           15   in 2012 to do that.  But you need t o update the model, 
 
           16   you need to reflect the fleet chang es, you need to 
 
           17   review the load factor data which w e believe is also 
 
           18   inflated.  You need to revisit thos e growth assumptions. 
 
           19   None of those things were changed i n the AGC analysis. 
 
           20   And if you add those in, that botto m line on their chart 
 
           21   drops off the page.  And I think it 's important to get 
 
           22   those numbers right and to revisit them and fix this 
 
           23   rule before it would go into effect  in 2015. 
 
           24            Finally, we've been workin g on that draft 
 
           25   bubble concept that I've told you a bout.  We have some 
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            1   language.  We're testing it on some  fleets right now.  I 
 
            2   would like to inject that in this p rocess at some point, 
 
            3   perhaps for that later round of cha nges, it's going to 
 
            4   involve some changes on your part, because we're going 
 
            5   to want to include portable equipme nt, forklifts and 
 
            6   perhaps some other rules in that bu bble.  And that's 
 
            7   going to cause some dislocation in your organization, 
 
            8   but I think it will be worthwhile. 
 
            9            I'm just concerned that th is rule has 
 
           10   needlessly cost us millions of doll ars already, it's put 
 
           11   quite a few contractors out of busi ness, and it's very 
 
           12   important that we get the numbers r ight and use that 
 
           13   data as the basis for moving forwar d. 
 
           14            Thank you. 
 
           15            CHAIRPERSON NICHOLS:  Than ks.  We are really 
 
           16   looking forward to that proposal, t oo. 
 
           17            MS. HOLMES-GEN:  Good afte rnoon, if I can zip 
 
           18   ahead here.  Bonnie Holmes-Gen -- I  think I'm next -- 
 
           19   with the American Lung Association of California. 
 
           20            CHAIRPERSON NICHOLS:  Coul d you speak up or 
 
           21   into the mic.  Don't play with it o r it will just balk. 
 
           22            MS. HOLMES-GEN:  All right .  I won't touch it. 
 
           23   Can you hear me now? 
 
           24            CHAIRPERSON NICHOLS:  Yes.   Thank you. 
 
           25            MS. HOLMES-GEN:  Okay, I'l l start over again. 
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            1   Bonnie Holmes-Gen with the American  Lung Association in 
 
            2   California, and of course the Ameri can Lung Association 
 
            3   has been a strong supporter of your  Board's development 
 
            4   and adoption of these regs, of the truck and bus and the 
 
            5   off-road equipment regulation, due to the serious health 
 
            6   impacts from exhaust from dirty die sel engines.  And we 
 
            7   believe these measures are critical  public health 
 
            8   measures, critical to clean up the air quality, clean up 
 
            9   air pollution in our state, and cri tical to our ability 
 
           10   to comply with our Federal Clean Ai r Act obligations. 
 
           11            And we just don't want to lose sight of the 
 
           12   fact that diesel soot is a carcinog en, and we are 
 
           13   suffering in the state of Californi a -- asthma attacks, 
 
           14   hospitalizations, emergency room vi sits and early death 
 
           15   from exposure to diesel soot. 
 
           16            We believe strongly that w e have to move 
 
           17   forward to implement these regulati ons.  And we 
 
           18   appreciate the need to understand a nd calculate the 
 
           19   effects of the economy on diesel fl eets and the need for 
 
           20   some additional flexibility to addr ess the economic 
 
           21   impacts, and we have stated that in  our previous 
 
           22   testimony before the Board.  And we 've been especially 
 
           23   open to flexibility for small opera tors.  But we do 
 
           24   continue to oppose any across-the-b oard delays in the 
 
           25   regulations.  We don't think that's  the way to go. 
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            1            We greatly appreciate the Chair's comments at 
 
            2   the beginning of the hearing focusi ng on the importance 
 
            3   of the public health benefits, and we agree with the ten 
 
            4   guiding principles that the Board h as put out today. 
 
            5            And I would like to emphas ize that in looking 
 
            6   at options for additional flexibili ty, we want to make 
 
            7   sure you don't lose sight of the ne ed, of course, to get 
 
            8   these near-term public health benef its in addition to 
 
            9   meeting our SIP obligations, and th at we do need to 
 
           10   reduce dirty diesel soot now becaus e communities are 
 
           11   suffering now from illness and deat h that's directly 
 
           12   related to this soot exposure. 
 
           13            The SIP deadline is an imp ortant measure of how 
 
           14   we're doing, but again we also need  to look at the 
 
           15   near-term community health impacts.  
 
           16            In terms of next steps, we  agree with the steps 
 
           17   that you've laid out to get additio nal analysis, to 
 
           18   understand the emissions budget, bu t we do believe that 
 
           19   in developing specific recommendati ons that the Board 
 
           20   should continue to focus on flexibi lity, again, for 
 
           21   smaller businesses, smaller operato rs.  And we think 
 
           22   that the Board has already given a great deal of 
 
           23   flexibility, especially with regard  to the off-road 
 
           24   regulation. 
 
           25            We also believe that it's extremely important 
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            1   that we continue to focus on what w e can do and how we 
 
            2   can partner with you to help owners  of diesel trucks and 
 
            3   buses and construction equipment th rough making the 
 
            4   maximum use of the incentive fundin g that's available 
 
            5   and working harder to seek some add itional funding. 
 
            6            And we need to make sure t hat we're strongly 
 
            7   promoting the use of these funds.  We appreciate the 
 
            8   work that the Board has done in get ting the Prop 1B 
 
            9   funds out and the Carl Moyer funds,  and we especially 
 
           10   appreciate the Board's leadership i n working with the 
 
           11   air districts in that regard.  So w e want to continue to 
 
           12   partner with you on that effort.  T hank you. 
 
           13            CHAIRPERSON NICHOLS:  Than k you very much. 
 
           14   Nidia Bautista and then Andy Katz. 
 
           15            MS. BAUTISTA:  Good aftern oon, Chair and 
 
           16   Members of the Board.  I'm a little  short for this tall 
 
           17   microphone, so I'll do my best. 
 
           18            CHAIRPERSON NICHOLS:  I'm sorry, we should have 
 
           19   a box. 
 
           20            MS. BAUTISTA:  I need the Barbara Boxer box. 
 
           21            I'm Nidia Bautista, Policy  Director at the 
 
           22   Coalition for Clean Air.  I just ha ve a few short 
 
           23   comments. 
 
           24            I want to emphasize the co mments that my 
 
           25   colleagues also made.  What we want  to ensure is while 
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            1   we appreciate the need for some fle xibility, and we've 
 
            2   stated that previously, we want to ensure that any 
 
            3   decisions that are being made, that  there is 
 
            4   corresponding data for that decisio n.  And I really 
 
            5   appreciate the staff's mention of a  surgical, the 
 
            6   surgical approach, basically, here,  in that the same way 
 
            7   a surgeon might, you know, be shari ng with you, these 
 
            8   are the cuts that need to happen, t hey would also 
 
            9   provide you the corresponding healt h data that's related 
 
           10   to those cuts.  And that's basicall y what we're asking 
 
           11   from the staff. 
 
           12            And we really urge the Boa rd to direct the 
 
           13   staff to provide that so that when we're making 
 
           14   decisions about any relief that's g oing to be provided 
 
           15   that it's very clear what the healt h benefits are that 
 
           16   correspond to those reductions, or the health 
 
           17   dis-benefits in this case. 
 
           18            Ideally we're staying with in the means of that 
 
           19   budget and we are hopeful that that 's what's going to 
 
           20   happen, but the reality is that, yo u know, if we're just 
 
           21   approached with these are the choic es but that data is 
 
           22   not available, then it makes it ver y unclear to us and 
 
           23   we don't have the confidence to kno w what exactly we're 
 
           24   -- the choice that we are making. 
 
           25            And specifically, that's t he diesel -- the 
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            1   localized diesel risk -- excuse me -- exposure as well 
 
            2   as the SIP commitments, and not jus t for the South Coast 
 
            3   but also for the San Joaquin Valley  which is also very 
 
            4   important since the diesel truck ru le in particular is 
 
            5   such a critical piece of the San Jo aquin Valley's 
 
            6   emissions.  Thank you. 
 
            7            CHAIRPERSON NICHOLS:  Than k you.  Andy Katz and 
 
            8   then Nick Pfeifer. 
 
            9            MR. KATZ:  Good afternoon,  Chair Nichols and 
 
           10   Board.  I'm Andy Katz with Breathe California, and I 
 
           11   want to agree with the concerns exp ressed by Coalition 
 
           12   for Clean Air and American Lung Ass ociation and Union of 
 
           13   Concerned Scientists. 
 
           14            We think that it's critica l, as your proposed 
 
           15   guiding principles state, to mainta in the public health 
 
           16   benefits in both regulations. 
 
           17            And it's important to do t hat because people 
 
           18   are constantly exposed to diesel po llution that causes 
 
           19   asthma attacks, that causes prematu re death, cancer and 
 
           20   cardiac impacts.  So these health b enefits are critical 
 
           21   to maintain. 
 
           22            With the reductions in emi ssions coming from 
 
           23   the recession, there is some reason  to adjust the 
 
           24   regulation in very specific, surgic al changes, but it's 
 
           25   important to stay fact-based, it's important to have 
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            1   very clear and undisputed quantific ation of these 
 
            2   changes so that advocates on the cl ean air side and 
 
            3   industry can look at the changes an d realize that this 
 
            4   is actually what's happening becaus e of the economy. 
 
            5            And more importantly, as t he economy rebounds, 
 
            6   that there is a mechanism to adjust .  Because we need to 
 
            7   have these health benefits, and if the economy rebounds 
 
            8   we need to have a mechanism to keep  track and keep 
 
            9   progress with these health benefits . 
 
           10            So there is an important r eason to make sure 
 
           11   that this is a very careful approac h and that the 
 
           12   options are not just put out in ter ms of overall delays, 
 
           13   because that would actually not hel p some of the small 
 
           14   fleets that we're hearing are strug gling, and that would 
 
           15   actually go too far and cause a los s of the health 
 
           16   benefits without providing the econ omic benefits that 
 
           17   you're interested in providing at t he same time. 
 
           18            So I do want to encourage for a safeguard to 
 
           19   make sure that there is a way to ad dress the economy 
 
           20   rebounding as well as preserving th e health benefits in 
 
           21   this rule. 
 
           22            Thank you. 
 
           23            CHAIRPERSON NICHOLS:  Than k you. 
 
           24            Nick Pfeifer and then Matt  Schrap, and that 
 
           25   would be the end of my list. 
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            1            MR. PFEIFER:  I'm Nick Pfe ifer with Granite 
 
            2   Construction.  Granite owns a fleet  of about 900 pieces 
 
            3   of off-road equipment, and also own s a fleet of about 
 
            4   900 on-highway trucks, so I'd like to think we have a 
 
            5   pretty good understanding of exactl y what fleets are up 
 
            6   against with both of these rules. 
 
            7            I also serve on the ORIAG and TRAC committees 
 
            8   and have been engaged with CARB sta ff for the last five 
 
            9   years or so as these things have be en developed. 
 
           10            I would like to thank staf f for noting some of 
 
           11   our comments over the last couple o f months in their 
 
           12   presentation, but would like to str ess two specific 
 
           13   items that I'd like to be considere d with any 
 
           14   amendments. 
 
           15            The first is that they nee d to protect 
 
           16   proactive and compliant fleets.  So me items here that I 
 
           17   just want to hit on, there needs to  be fair and 
 
           18   equitable enforcement of these rule s as they're on the 
 
           19   books to protect fleets that have t aken actions and 
 
           20   invested money in complying. 
 
           21            With regard to any amendme nts, there needs to 
 
           22   be recognition of and reward for ea rly action similar to 
 
           23   what was done with the AB 2X credit s rewarding the early 
 
           24   repowers, things like that. 
 
           25            And then lastly, there nee ds to be adequate 
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            1   time between any amendments and the  compliance dates 
 
            2   that those amendments affect so tha t fleets can adjust 
 
            3   their compliance strategies. 
 
            4            It's a very complex thing.   There's budget 
 
            5   cycles.  You have to invest money y ears in advance of 
 
            6   the compliance date.  So there need s to be time for 
 
            7   fleets to adjust their strategies. 
 
            8            This being said, Granite o perates in the same 
 
            9   construction industry that the rest  of the people who 
 
           10   have testified today operate in.  T he industry, the 
 
           11   market is down in California.  Ther e is no disputing 
 
           12   that.  And so we feel there needs t o be some relief 
 
           13   given so that there is some breathi ng room there. 
 
           14            Looking at it from Granite 's perspective with a 
 
           15   diverse fleet of equipment of not o nly on-road and 
 
           16   off-road but portable equipment and  everything else, the 
 
           17   single largest hurdle for us compli ance-wise is the 2014 
 
           18   on-highway DPF deadline.  That's wh at construction 
 
           19   companies run up against because it 's such a 
 
           20   black-and-white deadline.  And for many vocational 
 
           21   trucks, there is not a retrofit opt ion.  Given, there's 
 
           22   been a lot of developments in retro fit technology, but 
 
           23   the trucks just do not lend themsel ves to retrofit. 
 
           24            So to close I would say th at we definitely 
 
           25   think there is a lot of merit in th e bubble concept 
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            1   that's been floated out there.  Tha t would allow fleets 
 
            2   to manage the compliance with these  rules the same way 
 
            3   that they manage their fleet as one  big fleet of 
 
            4   equipment. 
 
            5            And just to reiterate, the  two items I'd like 
 
            6   to stress is the need to protect pr oactive and compliant 
 
            7   fleets; and secondly, to allow some  economic relief over 
 
            8   the foreseeable future. 
 
            9            Thank you. 
 
           10            CHAIRPERSON NICHOLS:  Than k you.  And the last, 
 
           11   Mr. Schrap. 
 
           12            MR. SCHRAP:  Last, but cer tainly least as I'm 
 
           13   usually referred to.  My name is Ma tt Schrap.  I'm 
 
           14   Director of Environmental Affairs a t the California 
 
           15   Trucking Association.  I appreciate  the opportunity to 
 
           16   come and address the Board here.  I  will keep these 
 
           17   comments extremely brief knowing th at we're on the 
 
           18   downward side of this today. 
 
           19            I'd like to start by, I gu ess, reiterating some 
 
           20   things that Mr. Lewis had said from  the CIAQC 
 
           21   organization. 
 
           22            It is important to get the se numbers right. 
 
           23   And if anything that I've taken awa y today besides 
 
           24   knowing how many plastic bags a con sumer uses in one 
 
           25   year is that I have renewed vigor t o have a third-party 
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            1   analysis done for the on-road side,  because it's clear 
 
            2   that we're only going to be as good  as the facts that 
 
            3   we're going to be able to have. 
 
            4            And I would agree with, al so, my 
 
            5   environmentalist colleagues that fa ct-based data is what 
 
            6   we need to work with here. 
 
            7            There's a couple things fr om the on-road side 
 
            8   that I'd like to address.  Although  this was very 
 
            9   off-road heavy, some of the propose d short-term relief 
 
           10   amendments, I think, are a little c onfusing when the 
 
           11   staff refers to deferring PM filter  requirements for all 
 
           12   fleets for up to two years, and the n going on in another 
 
           13   bullet directly after that it says defer all PM filter 
 
           14   requirements for fleets with 20 or fewer trucks.  And I 
 
           15   can be sensitive to the fact that s maller fleets are 
 
           16   having a hard time complying, but I  can guarantee that 
 
           17   across the board in our entire memb ership, everybody is 
 
           18   struggling to comply with ARB regs,  from the Drayage 
 
           19   regs, the TRU regs, to this on-road  reg as well as the 
 
           20   many other regulations we will be f acing in the future 
 
           21   such as hybridization and whatnot. 
 
           22            I'm encouraged by the Bay Area and South Coast 
 
           23   Air Quality Management Districts to  request more 
 
           24   flexibility in the funding, but I w ould have to say that 
 
           25   any of these conditional considerat ions that are taken 
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            1   in for short-term relief, something , as my colleague 
 
            2   from Granite had mentioned, needs t o be taken into 
 
            3   account for those fleets who have b een extremely 
 
            4   proactive in retrofitting their fle ets or replacing 
 
            5   their fleets. 
 
            6            We're working in a very in teresting competitive 
 
            7   environment here in California wher e we have in-state 
 
            8   and out-of-state fleets competing f or the same cargo. 
 
            9   So those in-state fleets that have made substantial 
 
           10   investments leading up to this regu lation only to have 
 
           11   it pushed out even further are stil l competing in the 
 
           12   same rate structure they were prior  to that. 
 
           13            So I would just say if you  could direct staff 
 
           14   to look at one other potential reli ef option, which 
 
           15   would be for the long-term as well,  which would be to 
 
           16   provide some early incentive-type c redit, that is 
 
           17   encouraging to see, could extend pa st 2014. 
 
           18            But I just wanted to menti on that, and with 
 
           19   that I will close.  And thank you a gain. 
 
           20            CHAIRPERSON NICHOLS:  Than k you very much. 
 
           21            That concludes the list of  witnesses on this 
 
           22   item. 
 
           23            Staff, do you have any add itional comments 
 
           24   before we turn back to the Board di scussion? 
 
           25            EXECUTIVE OFFICER GOLDSTEN E:  We'll just talk 
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            1   about a few of the items that were raised and then take 
 
            2   questions. 
 
            3            CHAIRPERSON NICHOLS:  Spea k up.  You're all 
 
            4   being soft.  Either I'm losing my h earing or you really 
 
            5   are all speaking softly. 
 
            6            ASSISTANT CHIEF WHITE:  No  one ever accused me 
 
            7   of not talking loudly. 
 
            8            I just want to say I think  as we sat today and 
 
            9   heard the testimony we heard a numb er of very good 
 
           10   suggestions of things for us to loo k through.  I was 
 
           11   also encouraged that there seemed t o be a great deal of 
 
           12   support around the principles that we've laid out. 
 
           13            And I think, especially wi th these last 
 
           14   commenters, the need to get the num bers right, I think I 
 
           15   can safely say at the staff level w e firmly believe we 
 
           16   need to get the numbers right.  And  that the decisions 
 
           17   we -- the proposals we have moving forward certainly 
 
           18   reflect the best data that we have available, and we 
 
           19   plan to work with the stakeholders on those numbers so 
 
           20   that by the time we come back with you we have numbers 
 
           21   that those that are engaged in this  process have had a 
 
           22   chance to look at, to understand, t o comment on as we 
 
           23   move forward. 
 
           24            CHAIRPERSON NICHOLS:  Isn' t it also the case 
 
           25   that one of the people that you wan ted to bring in was, 
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            1   in fact, the author of the article that originally 
 
            2   criticized the ARB's inventory, Mr.  Harley, Professor 
 
            3   Harley? 
 
            4            ASSISTANT CHIEF WHITE:  We  certainly plan to 
 
            5   continue to have conversations.  We  have talked with him 
 
            6   quite a bit already about how his w ork was performed, 
 
            7   and we'll continue to have discussi ons with him as we 
 
            8   move forward and we start to look a t the issue of fuel 
 
            9   use and how that pairs up with the emission estimates 
 
           10   that we developed through our own e mission inventory 
 
           11   methodology. 
 
           12            CHAIRPERSON NICHOLS:  And obviously there's 
 
           13   other technical experts out there t hat work with the 
 
           14   trucking industry, and they'll be i nvolved in looking at 
 
           15   the numbers as well. 
 
           16            ASSISTANT CHIEF WHITE:  Ye s. 
 
           17            CHAIRPERSON NICHOLS:  Good .  Okay.  Well, I'm 
 
           18   sure there are questions and commen ts from the Board. 
 
           19   It's clear that there is a need for  a new look at these 
 
           20   two rules, and I do think the idea that they need to be 
 
           21   looked at together and perhaps even  more broadly in the 
 
           22   case of some of the other rules tha t might be implicated 
 
           23   by a bubble concept for larger flee ts or 
 
           24   construction-oriented fleets is a r eally healthy one. 
 
           25            I just wanted to say a cou ple of things.  This 
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            1   is not a planned presentation, part icularly, but I think 
 
            2   that overall the staff deserves to be commended for not 
 
            3   only recognizing reality when it is  obvious that we've 
 
            4   got a serious problem and also that  there is a need for 
 
            5   change, but really for trying to th ink in a positive, 
 
            6   forward direction and lay out the p rinciples as opposed 
 
            7   to just making proposals. 
 
            8            I think this is a good app roach to let the 
 
            9   public know what the criteria and t he principles are 
 
           10   that you're using as you're designi ng the rule so that 
 
           11   everybody can be involved in a very  open way.  I think 
 
           12   that's very helpful. 
 
           13            I also think that one of t he hallmarks of an 
 
           14   organization that is strong is that  when your facts are 
 
           15   challenged that you do go out and l ook at them and try 
 
           16   to make sure that you've got it rig ht.  And I think that 
 
           17   the fact that you're doing that now  and that you are 
 
           18   working to get it right and not jus t defend what was 
 
           19   there before but actually try to un derstand how it 
 
           20   happened is also healthy. 
 
           21            My own view is that having  attempted to 
 
           22   construct a bottoms-up inventory, a s you did in the 
 
           23   beginning, was a good idea.  If you  had tried to rely 
 
           24   only on a top-down extrapolation fr om fuel sales, you 
 
           25   would have been justly criticized f or not trying to go 
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            1   out and get real data. 
 
            2            So the fact that you built  your model based on 
 
            3   real data was a good idea, and the fact that there is 
 
            4   another way of looking at this whic h now causes you to 
 
            5   go back and say maybe there were so me problems with that 
 
            6   data is only to be expected.  But o bviously there are 
 
            7   also consequences there in the real  world. 
 
            8            And I appreciate very much  the willingness of 
 
            9   so many people from the industry to  stay with the 
 
           10   process and to help us get it right , which they have 
 
           11   done.  And I recognize that during that interim period 
 
           12   people have had to make decisions, and some have made 
 
           13   investments, and that we want to ma ke sure that people 
 
           14   who did step out early and make inv estments in 
 
           15   anticipation of future rules or jus t because it was the 
 
           16   right thing to do, that those peopl e should be protected 
 
           17   and not feel like they have been pu nished for doing the 
 
           18   right thing.  So I think that's an important 
 
           19   consideration, and I know it's part  of your list. 
 
           20            I want to say also just a word to the people 
 
           21   who come here, and some of them hav e been here before 
 
           22   and I'm sure they'll be back again.  
 
           23            One of the things that mak es this a country 
 
           24   where we celebrate Earth Day and no t Lenin's birthday is 
 
           25   the fact that this Board does liste n to and welcome 
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            1   people even when they come in and i nsult us or attack 
 
            2   us.  This is a public space and you  are entitled to come 
 
            3   here and you can say anything you w ant when you are here 
 
            4   short of things that are actually i llegal like threats. 
 
            5            But having said that, I th ink it's also as a 
 
            6   participant in the process helpful if at least from time 
 
            7   to time you would also try to at le ast recognize that 
 
            8   what we're doing here is only one p iece of what goes on 
 
            9   in government and in the world of t he State of 
 
           10   California, particularly when it co mes to issues like 
 
           11   public health. 
 
           12            You know, we didn't make t his stuff up.  We are 
 
           13   here because we have data that's gi ven to us about the 
 
           14   state of air pollution research.  D oes that mean that we 
 
           15   believe that air pollution is the o nly thing that's 
 
           16   going on in the world?  No, we don' t.  Do we believe 
 
           17   that air pollution is the most impo rtant threat to 
 
           18   people's health?  We know that's no t true.  We know 
 
           19   there's many things including genet ics as well as 
 
           20   stresses and occupational illnesses  and how people live 
 
           21   their lives that affect their healt h and their death 
 
           22   rates.  And I don't believe anybody  has ever tried to 
 
           23   say that air pollution was the only  reason why people 
 
           24   die, because I think we know that e verybody dies no 
 
           25   matter what. 
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            1            So we don't really need to  have to debate that 
 
            2   issue every time we're dealing in a  regulatory context. 
 
            3   We can just sort of stipulate that this is just the 
 
            4   problem that we are here to deal wi th, which is the air 
 
            5   pollution problem, and try to do ou r best with it in the 
 
            6   context of knowing what else is goi ng on in the real 
 
            7   world.  And if that means that we h ave to be humble 
 
            8   about how much we can accomplish, w ell, that's a fair 
 
            9   thing to tell us.  We need to be re minded of this. 
 
           10            So having said that, I do think we want to 
 
           11   direct the staff, as they proposed,  to go back and to 
 
           12   consult with the public along the l ines that they've 
 
           13   described and to come back with a b road set of proposals 
 
           14   for changes to the rule that reflec t the current 
 
           15   emissions inventory and likely proj ections.  And if 
 
           16   there's additional comments or ques tions or things that 
 
           17   people heard that they feel aren't included, maybe Board 
 
           18   Members would like to now add to th at list of things 
 
           19   they would like to see the staff co nsidering. 
 
           20            So I see Ms. D'Adamo, her pencil up in the air. 
 
           21            BOARD MEMBER D'ADAMO:  Jus t real quickly I just 
 
           22   want to reiterate my support for th e rule, and I concur 
 
           23   with all of your comments, Chairman .  And think it seems 
 
           24   that staff is headed in the right d irection anyway to 
 
           25   already take some of the comments t hat were raised.  But 
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            1   just to quickly go through the ones  that I've written 
 
            2   down.  That we need to get the inve ntory right.  I think 
 
            3   we need to have a budget.  It looks  like you're already 
 
            4   working with the stakeholders, but as I was involved 
 
            5   with the ag portion of the rule, it  was really helpful 
 
            6   to have a budget going in so that t hen you provide that 
 
            7   information to the stakeholders and  hear from them about 
 
            8   what works best, and of course incl uding the 
 
            9   environmental community in that bec ause of the exposure 
 
           10   issues. 
 
           11            As far as for those that h ave already complied, 
 
           12   I don't think we just need to prote ct them; I think we 
 
           13   need to reward them and somehow pro vide incentives for 
 
           14   additional early action because the re is going to be a 
 
           15   window there where the rules don't kick in, in some 
 
           16   cases, for a while. 
 
           17            And then something that I think one witness 
 
           18   brought up, and that has to do with  incentive funds.  I 
 
           19   think it would be helpful to look a t the incentive funds 
 
           20   as you go through and look at compl iance dates so that 
 
           21   we can open up the window of opport unity for as many 
 
           22   people as possible. 
 
           23            And then I did have just o ne question seeking 
 
           24   clarification on the diesel particu late retrofits, a 
 
           25   two-year delay.  What does that mea n in terms of any 
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            1   reduction in the number of vehicles  that would have to 
 
            2   be touched twice?  So if we extend that date, will it 
 
            3   result in a certain number of vehic les not having to 
 
            4   deal with the retrofit requirement at all and instead -- 
 
            5   because some of the categories don' t have that 
 
            6   requirement until the out years any way. 
 
            7            HEAVY-DUTY DIESEL IMPLEMEN TATION BRANCH 
 
            8            CHIEF BRASIL:  This is Ton y Brasil, I'm the 
 
            9   Branch Chief overseeing the truck r ules. 
 
           10            I can't respond with speci fic numbers, but 
 
           11   clearly given the rule, the 2013/20 14 time frame, and in 
 
           12   particular the 100 percent PM filte r requirement, fleets 
 
           13   would benefit and reduce the potent ial for having to 
 
           14   replace a truck that would have a f ilter within a 
 
           15   four-year cycle. 
 
           16            That would reduce the pote ntial for that to 
 
           17   happen and would, in fact, reduce t he number of vehicles 
 
           18   that they would have to touch twice , as you've said. 
 
           19   And then we would quantify that in looking at any 
 
           20   provisions like that and identify h ow that would change 
 
           21   the costs of compliance. 
 
           22            BOARD MEMBER D'ADAMO:  I c learly understand 
 
           23   that, and I know we already adopted  the rule.  Everyone 
 
           24   understands the public health impli cations and why we 
 
           25   need retrofits.  But the thing that  I think just doesn't 
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            1   sit right with the industry and jus t common sense, is if 
 
            2   you look at just that investment yo u put into it, 
 
            3   retrofit, and then you have to turn  around a few years 
 
            4   later and touch the truck again or get rid of it.  So 
 
            5   anything that can be done to increa se those numbers so 
 
            6   that the truck can just be dealt wi th one time, I think, 
 
            7   would be a good thing. 
 
            8            CHAIRPERSON NICHOLS:  Okay .  Yes, Mr. Roberts. 
 
            9            BOARD MEMBER ROBERTS:  I'd  like to just make a 
 
           10   couple points here quickly. 
 
           11            First of all, I support th e rule, and I've been 
 
           12   involved with diesel as a toxic for  a long, long time. 
 
           13   I also, and this may seem strange, but I want to 
 
           14   compliment staff on something that happened today and 
 
           15   that was bringing forward, even tho ugh there is quite a 
 
           16   divergence in what we thought was t here and what you're 
 
           17   finding out, I feel much better whe n we hear about that 
 
           18   in an open meeting and we're advise d of it and we're 
 
           19   acknowledging, hey, we had somethin g that we were off, 
 
           20   irrespective of how much it is.  It  means we've got some 
 
           21   work to do, but I think it's far mo re reassuring whether 
 
           22   you're a regulator or the regulatee s, you'll have a 
 
           23   little more comfort when you have c onfidence that you're 
 
           24   being treated honestly and fairly.  And I think that's 
 
           25   happening here. 
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            1            And while I'm disappointed  that we were off, I 
 
            2   want to acknowledge that the way it 's been handled, I'm 
 
            3   appreciative.  We've got some work to do, obviously.  It 
 
            4   suggests and you suggested in your staff reports that 
 
            5   we're going to go back and we're go ing to use the other 
 
            6   model as a check on where we are, a nd maybe we can start 
 
            7   to refine these numbers.  But I thi nk that clearly is 
 
            8   critical. 
 
            9            We're in kind of a suspend ed period now because 
 
           10   you don't have a waiver and we can' t sort of put this 
 
           11   into practice right now anywhere.  I think at least from 
 
           12   some of the testimony it sounded li ke there was a little 
 
           13   bit of concern that if somehow we g ot the waiver that 
 
           14   overnight we might put this in to i mplement this.  I 
 
           15   don't think that's the case, and I guess I want to hear 
 
           16   that that's not the case, that we'r e going to -- except 
 
           17   for those things you said, the lice nsing, the idling and 
 
           18   the reporting, we're going to hold off and we're going 
 
           19   to revisit this and we're going to get it worked out 
 
           20   before we go ahead and do any imple mentation.  Is that 
 
           21   -- am I incorrect? 
 
           22            EXECUTIVE OFFICER GOLDSTEN E:  We would make 
 
           23   sure that the industry would have p lenty of lead time 
 
           24   after the granting of the authority  from EPA. 
 
           25            BOARD MEMBER ROBERTS:  Oka y.  So anybody that's 
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            1   out there nervous will have an oppo rtunity to at least 
 
            2   see that we work our way through th e issues that have 
 
            3   been raised. 
 
            4            I personally want to say t hat I'm concerned 
 
            5   when I hear -- and I hear it consta ntly no matter where 
 
            6   -- that somehow we need to draw dis tinctions between 
 
            7   larger firms and smaller firms.  Al l the firms are 
 
            8   suffering with this economy right n ow.  There might be 
 
            9   one firm or two firms that are -- i n the whole state 
 
           10   that aren't, but this is not a have s and have-nots. 
 
           11   Everybody is suffering. 
 
           12            And I would be very concer ned about drawing 
 
           13   distinctions based on some guess as  to who belongs as a 
 
           14   small firm and who belongs as a lar ge firm.  I'll just 
 
           15   say that for me personally, and I'l l be looking at 
 
           16   anything we do along those lines.  I want to see that we 
 
           17   get -- I want to ultimately get the  rule, but I want to 
 
           18   see that our companies are largely intact and have an 
 
           19   opportunity to do business here and  continue to do 
 
           20   business here in California. 
 
           21            CHAIRPERSON NICHOLS:  Good .  Yes, Dr. Telles. 
 
           22            BOARD MEMBER TELLES:  I wa s maybe a little -- 
 
           23   more than a little disturbed to kno w that on the eve of 
 
           24   launching this regulation the staff  comes up with an 
 
           25   estimate of an inventory that's twi ce of what their 
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            1   original estimate was.  And to me i t would be very 
 
            2   important to find out what the proc ess, where the 
 
            3   process fell down in estimating thi s. 
 
            4            I'm sure it's a difficult thing to do, but to 
 
            5   be off by close to 200 percent and then the industry 
 
            6   here estimates about 350 percent, I  think that that's -- 
 
            7   that's -- I hate to say the word fa ilure, but I think 
 
            8   it's a failure of the organization to not be that close, 
 
            9   I mean to be off by 200 percent and  have such an 
 
           10   important regulation regulating an industry and to be 
 
           11   off that much, it's just a little b it incredible to me. 
 
           12            But having said that, I th ink it would be 
 
           13   worthwhile to look into the three r ecommendations made 
 
           14   by the Association of General Contr actors in their 
 
           15   letter of April 14, 2010 to us.  An d I think you have a 
 
           16   copy of that letter.  I think it wo uld be important to 
 
           17   have staff look at those three reco mmendations, run it 
 
           18   through, and see if those would sig nificantly affect the 
 
           19   outcome of this. 
 
           20            I'm talking about the reco mmendations one as 
 
           21   they apply -- the small fleet requi rement to all the -- 
 
           22   all the fleets, clarify existing ex emptions and 
 
           23   regulations to make it clear that e xempt vehicles should 
 
           24   not be included in the calculation of fleet averages or 
 
           25   compliance with target rates. 
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            1            And I think this is even m ore important, to 
 
            2   create a safe harbor, financial saf e harbor for firms 
 
            3   which are at financial risk. 
 
            4            I don't know how the rest of the Board feels 
 
            5   about that, but I think it's worthw hile looking into 
 
            6   that.  In the San Joaquin District we do have safe 
 
            7   harbor provisions not to jeopardize  any business by our 
 
            8   regulations and we have special pro visions for that.  I 
 
            9   think it would be important to do t hat at a state level, 
 
           10   too. 
 
           11            CHAIRPERSON NICHOLS:  Prof essor Sperling, and 
 
           12   then we'll move down to this side. 
 
           13            BOARD MEMBER SPERLING:  I just want to say that 
 
           14   I think it's unfair to criticize th e staff for this 
 
           15   analysis.  I think that the approac h they used was the 
 
           16   appropriate one originally using a bottom-up analysis. 
 
           17   That's the way they should have don e it, and 
 
           18   circumstances changed.  It's a diff icult, very difficult 
 
           19   analysis.  This is very difficult d ata to be working 
 
           20   with.  So I just want to say that a  criticism of the 
 
           21   analytical efforts is unfounded, I think. 
 
           22            CHAIRPERSON NICHOLS:  All right.  Everybody 
 
           23   down here, so we'll just start with  you. 
 
           24            BOARD MEMBER RIORDAN:  Tha nk you, Chairman 
 
           25   Nichols. 
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            1            I certainly do agree with many of my colleagues 
 
            2   and what they have said, particular ly in looking at 
 
            3   early incentives and giving serious  consideration to 
 
            4   those who have already done a lot o f the work. 
 
            5            I also think that early in centives help us with 
 
            6   encouraging innovation and all the things that have to 
 
            7   do with the emissions control syste ms that people have 
 
            8   invested in, and a lot of those are  companies here in 
 
            9   California. 
 
           10            So if we could do somethin g to kind of 
 
           11   encourage that and to help that alo ng, I think that's a 
 
           12   good thing.  Unlike maybe Dr. Telle s, I really have to 
 
           13   know a lot about what a, quote, saf e harbor is.  I think 
 
           14   that understanding -- I understand where you're coming 
 
           15   from, to help people who have great  hardship, but I also 
 
           16   know that you really have to have a n analysis of the 
 
           17   business and how it's working and w ho is taking what as 
 
           18   a write-off and who has used this f or whatever. 
 
           19            I think where I'd rather g o is to giving a lot 
 
           20   of consideration to low mileage veh icles, increasing 
 
           21   that opportunity, and low-use vehic les.  A lot of 
 
           22   companies are parking a lot of equi pment, and it seems 
 
           23   to me as long as it stays parked it  certainly should be 
 
           24   given some consideration for compli ance until it's 
 
           25   brought back into use and then mayb e a particular amount 
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            1   of time before it has to be cleaned  up. 
 
            2            So I'd rather see somethin g like that that's a 
 
            3   little bit easier to monitor and to  know that you've not 
 
            4   gotten into the books of a company.  
 
            5            I just think that staff ha s done a good job of 
 
            6   moving forward and working this thr ough.  Who would have 
 
            7   known many years ago that this was going to happen in 
 
            8   terms of the construction industry?   It was one of the 
 
            9   strongest industries in California not that many years 
 
           10   ago.  So we need to kind of look at  this.  And it feeds 
 
           11   all of the other industries that we 're talking about, 
 
           12   too, but it certainly is key to the  construction 
 
           13   industry. 
 
           14            And finally, I think what we would benefit from 
 
           15   is as you go about comparing the, f or instance this last 
 
           16   report that came in from the Sierra  Research, something 
 
           17   that would give us a pretty simple thumbnail review of 
 
           18   the differences and why it has occu rred, because I know 
 
           19   sometimes it's assumptions, sometim es it's little tweaks 
 
           20   that have occurred that we need to understand, and not 
 
           21   all of us are modelers, I want to s ay that after hearing 
 
           22   yesterday's presentation.  Not all of us are modelers. 
 
           23   We need it to be sort of said in ve ry simple terms. 
 
           24   Some of us.  Not all of us, but som e of us. 
 
           25            Thank you. 
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            1            CHAIRPERSON NICHOLS:  Okay .  Dr. Balmes. 
 
            2            BOARD MEMBER BALMES:  Well , I think I'll start 
 
            3   by following up on Ms. Riordan's co mments about 
 
            4   modeling.  Yesterday we had various  models presented in 
 
            5   terms of the economic analysis, and  the modelers came 
 
            6   from different perspectives.  But w hen all was said and 
 
            7   done, I think we left that meeting with relative 
 
            8   confidence that all the models were  sort of in the same 
 
            9   ballpark.  And I would encourage st aff to work with AGC 
 
           10   to try to see if we can reconcile t he models.  I'm sure 
 
           11   it's due to different input data, d ifferent assumptions. 
 
           12            But if we could have some kind of workshop like 
 
           13   we had yesterday for the economic a nalysis where we 
 
           14   could get everybody in the same roo m and try to 
 
           15   understand why the models are so di fferent, I think that 
 
           16   would give confidence to the Board about moving forward 
 
           17   with any recommendation that staff puts forward.  That's 
 
           18   just a suggestion. 
 
           19            I liked several of the sug gestions of the Bay 
 
           20   Area Air Quality Management Distric t to try to improve 
 
           21   access to funds to deal with either  retrofitting or 
 
           22   buying new trucks, and I think acce ss to capital has 
 
           23   been a big issue.  And so I don't k now whether we could 
 
           24   do anything to come up with a negot iated loan guarantee 
 
           25   program with low interest rates, bu t that sounded like 
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            1   an excellent idea. 
 
            2            I've heard from several tr ucking firms that 
 
            3   have come to speak to me about that .  As nice as our 
 
            4   various initiative programs are, wi thout access to 
 
            5   capital, they can't do much with th em.  So if we can do 
 
            6   something, I'd like to see us move in that direction. 
 
            7            I also am concerned about a bottleneck as we've 
 
            8   already had with the Drayage Truck,  so that whatever 
 
            9   changes to the rule, implementation  of the rule that we 
 
           10   make, I don't want to see us all of  a sudden in two 
 
           11   years or three years have a bunch o f people trying to 
 
           12   get trucks that aren't available. 
 
           13            And I'll add to the -- I t hink it's probably 
 
           14   close to unanimous so far -- opinio n of my colleagues 
 
           15   that we have to give credit for fir ms that have already 
 
           16   made efforts to comply.  I think it 's only fair and the 
 
           17   right thing to do, and as Ms. Riord an said, would 
 
           18   encourage innovation and appropriat e behavior by others. 
 
           19            So I think I would add to or echo what 
 
           20   Supervisor Roberts said.  I think w hat I heard today, 
 
           21   the staff saying publicly that mayb e the estimates we 
 
           22   had before are off, and by a fairly  large margin, is 
 
           23   healthy.  And I think we should jus t build from that 
 
           24   healthy start to work with those th at have presented a 
 
           25   different model and try to figure o ut the differences so 
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            1   that we can move forward more or le ss together as 
 
            2   opposed to constant conflict. 
 
            3            CHAIRPERSON NICHOLS:  Grea t.  Ms. Berg. 
 
            4            BOARD MEMBER BERG:  Thank you.  I will make it 
 
            5   unanimous amongst the Board members .  I agree on the 
 
            6   early movers, that they absolutely should be rewarded 
 
            7   for the investment they have made. 
 
            8            I think a couple of -- I'm  not going to 
 
            9   reiterate what my other fellow Boar d Members have said 
 
           10   that I think are very important, bu t I think we have to 
 
           11   be mindful, since we're doing two r ules, we're looking 
 
           12   at two rules simultaneously, that w e have to be very 
 
           13   mindful to apply the emissions cred its appropriately to 
 
           14   where they belong.  Because otherwi se there is just 
 
           15   going to be a sense from one indust ry to another that 
 
           16   one has given and didn't get credit  for it. 
 
           17            So I think we need to be a ble to justify how we 
 
           18   are identifying those emissions cre dits, even though I'm 
 
           19   in full agreement that we need to l ook at the rules 
 
           20   together in order not to make a mis take of missing the 
 
           21   SIP by looking at them separately. 
 
           22            Secondly, I've attended a lot of the workshops, 
 
           23   and I've heard a lot of this testim ony, and I know the 
 
           24   difficulty on both sides of the fen ce.  But I think it 
 
           25   is absolutely critical that we do n ot come back with a 
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            1   plan that only postpones the day of  reckoning.  So it is 
 
            2   critical, in my opinion, that we ar e not coming up with 
 
            3   a program that is going to have a b alloon payment in 
 
            4   2000 -- whatever years you want to talk about -- 13, 14, 
 
            5   15.  And I feel really, really stro ngly about that. 
 
            6            And secondly, I think that  we really have to 
 
            7   look at the issues of the cost of t he PM and the cost of 
 
            8   the NOx.  One of the things that ju st made this rule so 
 
            9   burdensome is trying to do both at the same time.  And I 
 
           10   would really recommend that followi ng Board Member 
 
           11   D'Adamo's comment of trying to touc h the truck once or 
 
           12   the unit once is the ideal situatio n.  But if that's not 
 
           13   possible, the useful life of the ex penditure is 
 
           14   something also that we need to look  at. 
 
           15            So obviously we have a PM deadline by 2015, and 
 
           16   we have to be mindful of that, of c ourse, and on target 
 
           17   for that, but I think that we have some room on the NOx, 
 
           18   and we need to take a look at that.  
 
           19            And then finally, one of t he things we just 
 
           20   haven't talked about, and that is t here is a deflation 
 
           21   of the asset value because of this rule, and that has 
 
           22   not allowed the access to capital o n top of the 
 
           23   financial market collapse.  And so where we can take a 
 
           24   look at the incentive and whatever I can do to help 
 
           25   through the Incentive Advisory Grou p to see how we can 
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            1   be more proactive on the incentive funding, or as 
 
            2   Dr. Balmes suggested, on a low inte rest loan guarantee 
 
            3   program, and I know that our Execut ive Officer has 
 
            4   offered to also take a look at how we could structure 
 
            5   such a program, maybe we need to st ep up through the 
 
            6   Incentive Advisory Group's actions towards that as part 
 
            7   of the solution as well.  So I want  to offer assistance 
 
            8   on that. 
 
            9            Thank you, staff.  I know this has been 
 
           10   gut-wrenching, and I don't want to not acknowledge that 
 
           11   and the long hours, and I really do  appreciate your 
 
           12   efforts. 
 
           13            CHAIRPERSON NICHOLS:  Than k you for your 
 
           14   comments. 
 
           15            Just a quick question.  We  recently signed a 
 
           16   loan agreement with EPA for $5 mill ion in ARRA funding 
 
           17   for loan guarantee programs.  What are those applicable 
 
           18   to? 
 
           19            CHIEF DEPUTY EXECUTIVE OFF ICER CACKETTE: 
 
           20   Right.  We actually have two loan g uarantee programs. 
 
           21   We have one in place for trucks now  that we paid out of 
 
           22   the 118 funds that we had, and then  just the day before 
 
           23   yesterday we signed a grant agreeme nt for a loan 
 
           24   guarantee program for off-road, whi ch is $5 million 
 
           25   guaranteed. 
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            1            But that should generate q uite a bit of loan 
 
            2   money, probably seven times that mu ch actual loan money. 
 
            3   So that will be in place within a f ew months.  But right 
 
            4   now we're not expecting them to be used widely because 
 
            5   people are kind of waiting to see w hat happens with the 
 
            6   rule. 
 
            7            CHAIRPERSON NICHOLS:  Righ t. 
 
            8            CHIEF DEPUTY EXECUTIVE OFF ICER CACKETTE:  So I 
 
            9   think their value will occur as soo n as we nail down how 
 
           10   exactly we want to go forward. 
 
           11            CHAIRPERSON NICHOLS:  But it is important just 
 
           12   to recognize that we do have the ab ility to make it 
 
           13   possible for people to get lower in terest loans -- 
 
           14            CHIEF DEPUTY EXECUTIVE OFF ICER CACKETTE:  Yes. 
 
           15            CHAIRPERSON NICHOLS:  -- b ecause of having 
 
           16   those guarantees.  And that should be factored into the 
 
           17   thinking.  I think that's a very go od point that 
 
           18   Ms. Berg made. 
 
           19            BOARD MEMBER KENNARD:  I'm  the final 
 
           20   commentary.  I have two comments. 
 
           21            One is I think I might be singular, again, on 
 
           22   this board of having sat in a staff  position.  And so 
 
           23   I'm very sensitive to the difficult y staff has.  It's 
 
           24   easy for all of us to sit here as M onday morning 
 
           25   quarterbacks and say we got it wron g, and in fact 
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            1   science is not exact, as we all kno w, and if any of you 
 
            2   out there could have anticipated th is ever-changing 
 
            3   world that we are now faced with, I 'd like to know you, 
 
            4   because I think it all hit us by su rprise.  And of 
 
            5   course in this context it changed t he numbers 
 
            6   dramatically. 
 
            7            So I can't stress enough m y support of staff in 
 
            8   terms of not having a failure, but in fact the dynamics 
 
            9   of the numbers change because of th e marketplace and 
 
           10   market conditions. 
 
           11            My second comment is that I think if we look at 
 
           12   this in a much broader context, thi s is a great case 
 
           13   study for all of us in terms of bei ng flexible to make 
 
           14   changes as our world changes and as  how economics and 
 
           15   other conditions change what we may  have done two or 
 
           16   three or five years ago.  And to th at point, as we are 
 
           17   decelerating this particular rule, we might have to look 
 
           18   forward in another context of accel erating a rule where 
 
           19   the numbers are going far beyond wh at we had thought. 
 
           20            So I just want to provide that bit of 
 
           21   commentary that the dynamics of the  market will impact 
 
           22   us both negatively and positively. 
 
           23            CHAIRPERSON NICHOLS:  Fair  point. 
 
           24            All right.  I think that h as covered everyone 
 
           25   who wanted to make additional comme nts.  We don't need a 
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            1   formal closure of the record.  The staff has presented 
 
            2   =us with recommendations for how th ey want to proceed in 
 
            3   terms of the timeline.  We've given  them some additional 
 
            4   direction, I think, in terms of the  Board's priorities 
 
            5   for how you would like to look at t his, and so just say 
 
            6   go forth and get to work, and thank  you very much. 
 
            7            That will conclude this it em.  We do have a 
 
            8   time always for general public comm ent if there are 
 
            9   people who are here because they ju st want to say 
 
           10   something that's not related to any  of the items that 
 
           11   we've heard today, we do allow time  for that. 
 
           12            Oh, we have a board member  comment.  Okay. 
 
           13   Yes, you're so right.  Board member  comment comes first. 
 
           14            BOARD MEMBER BALMES:  One thing I wanted to ask 
 
           15   the staff to look into is with the new NOx air quality 
 
           16   standard there is going to be near- road monitoring.  And 
 
           17   I'm sure staff is well aware of tha t and is working hard 
 
           18   along with everything else to try t o figure out how to 
 
           19   approach that.  But I was hoping th at we could get a 
 
           20   briefing on that in the near future . 
 
           21            DEPUTY EXECUTIVE OFFICER T ERRY:  Sure.  And 
 
           22   just a little teaser is that staff has actually analyzed 
 
           23   what the federal requirement would be and it's, I think, 
 
           24   on the order of 16 or so monitors. 
 
           25            CHAIRPERSON NICHOLS:  How many? 
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            1            DEPUTY EXECUTIVE OFFICER T ERRY:  16.  16, 20, 
 
            2   something in that range.  And there 's very specific 
 
            3   siting, so we have a pretty good id ea of where those 
 
            4   monitors must go, so we're happy to  share that. 
 
            5            BOARD MEMBER BALMES:  And then also what would 
 
            6   be monitored, because I'm sure we w ill be monitoring 
 
            7   things other than NOx. 
 
            8            DEPUTY EXECUTIVE OFFICER T ERRY:  Yes. 
 
            9            CHAIRPERSON NICHOLS:  Okay .  So could we just 
 
           10   have that as an informational item?   Sounds like you 
 
           11   could do it at the next Board Meeti ng. 
 
           12            EXECUTIVE OFFICER GOLDSTEN E:  We could do it at 
 
           13   the Board Meeting or we could send a report to the 
 
           14   Board.  Do you want a Board present ation? 
 
           15            CHAIRPERSON NICHOLS:  I th ink if you want to 
 
           16   prepare a brief written report and then put it on the 
 
           17   agenda, and then if people have any  questions they can 
 
           18   delve into it a little further. 
 
           19            Okay.  Any other board mem ber comments before I 
 
           20   turn to the audience? 
 
           21            Okay.  Any public comment?  
 
           22            Seeing none, we will be ad journed.  Thank you 
 
           23   very much. 
 
           24            (Whereupon the meeting adj ourned at 2:12 p.m.) 
 
           25 
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