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Senator Redney El11ds April 14, 1991
the Senate of the State of fexas

P.0. Box 12068

Austin, Texas 7871}

Daar Senster El1ds:

Thank you for your April 12 letter regarding Senate Bi11 868. My response
to your quastiens {4 provided balew.

QUESTION 1: The automobile manufacturers have dissaminated information on
this bill that estimates the cost of roducﬁng pellution with iho low . .
emission vahicle (LEV) standards to be $34,000 per ton of emissions
reducad. Do you agree with this Tigure? :

RESPONSE 1: Ho. Our estimate of cost effectiveness, which was published
Jast August and approved by our Board fallowing a public hearding, {s 3800

4 of :mng-formins emissions roduced. This cost is very
favorabla compared to the cos? of imposing new emisston contesls on many

{ndustrial sources of pollutien. (See the Attachment for additional
Anformatfon), - : : ' ' ' ' '

QUESTION 2: Does CARB bolisve that tha LEV standards can be met using
reformelated gascline?

RESPONSE 2: Yes, Our technolqy assessments i{ndicata that the LEV standards
can ba met by gaseline vehicles using improved emission controls. We have
built two cars that have achieved hydrocarbon emissions more than 86%
balow the. standards impased by the recently amended faderal Llsan Alr Act,
Oxides of nitrogen emissions ure 80Y lower too. Thesa vehicles would mest
the most stringant of the LEV standards. The first of theses vehicles is
now being used by cur amplovess in a car pool. The car ussd conventional
grsoline; we expact the use of reformulated gasoling will lower {ts
emissions aven further. (See tha Attachment for additional informatien)

QUESTION 3: util the State of Texas achieve similar emissions benafits {f

LEV vehiclas are operatad sn federal, rather than Californfa, reformulated
gasoline? _ .

RESPONSE 3: Yas. A vehicle detigned te mest the most stringent of the LEV
standards would have 76-80% lower Ryderocarbsn emissions if operatad on
federal gasoline, compared to 86% Towser emissions if operated on .
California gasoline. The difference is small because 1mproved;cmission



controls, not raformulated gateline, will provide mest of the emission A j’

réductions nesded t¢ comply with the LBV standards, Furthermore, the )0A,»*L’{/M,
differsnce in cleanliness betwaen faderal and California reformulated /57 >
gascline 15 relatively small (faderal gasoline 13 expectad to be 18% O e

clezner than current gasoline, while California qasoline is.eypected to ba - _ -
20-26% cleaner). The real benefit of refarmulated gasoline'{s to readuge P
emissions from those vehiales that are already on the road that cannoct be
retrofittad with advancad emissioen controls.

QUESTION 4 The'vohicTo manufacturars haye testified that co:sumars wil)

pay about $500 more for thc-gcsolina poewered LEVS. What does CARB predict
to be the cost differantial betwsen LEVS and the Fedsral Tier I vehicles?

RESPOKSE 4: $120. Thit is the average increase in the retail sticker price
‘of & LEV or ULEV fualed with gaseline. Prics incresses for individual
modals will vary, The method and information ussd to estimate thesa costs
is dsseribsd in the CARB recg}atory roport, and was approved by our Board

. follewing a publie heardng. * - . . . T '

QUESTION 61 -Based on your years of vork%ng with the automobile
manufecturers on automobile emission eontrol, do you believe the
manufacturers have histerically underestimatad, correctly estimated, or
oversstimated the costs of ecomplying with new vahicle emission standards?

RESPONSE 5: Ovarestimated the costs. If the manufacturers' estimated cost
of complying with the each of the many emission regulations adopted over

- the past years was added up, the cost of & new car would be theusands of
dollars highar than it actus)ly is today. I balieve one reason the
manufacturers tend to overestimate costs is most vehfcle regulations are
technology forcing. and bring with them some uncertainty in how compliance
is be schiaved, Givan this uncortainty, and the fact that vehicle
manufacturers generally have not supportad adoption ef more stringant
smission standards, It {¢ understandable that thair cost estimates will be
high. Our experisnce 1s that the uncertainties of complianca are overcome
with geod enginssring, and that nev emissian control requirements ars soon
intagrated into the overall design of the engine and vehicle. The result
1$ the true cost of complianca s lowsr than the estimates offersd by the
manufacturers at the time the new emission requirements ars being debatad.

QUESTION &: EPA testifiad that Texas can sxpect to receive significant
State Implementation Plan (SIP) eredits for adopting LEV standards. In
contrast, automobile manufacturers have sald Texas weuld receive only
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margingl SIP credit for the LEV standards. Does California inticipctt
racatving significant SIP cradits, as suggestad by €PA, or marginal SIP
cradits, as suggested by representatives of the sutomebile industry?

RESPONSE €: We axpact to receive substantia) SIP credits. Adoption of the
LEY standards {3 the cornerstone of our &fforts to attain the faderal
clean air standards. We adopted the LEY standards becaute thay will
provide large amission reductions, and they are cost effective. [n
addition, we would tend to beliave the EPA since they, not the vehicle

manufacturecs, are responsible under federal lav for deteraining SIP
credits. . !

I &lso understand there has baen some confﬁsion regarding the status of the
LEY reguiations, The CARB unanimeusly adopted. the LEY standards and

- regulations in September, 1990, Several changes to the regulations made
during the hearing have recently been finalized. The steps rematning

fnelude spproval by the Office-of Administrative Law and filing of the

" ragitTations by the Secrstary of Stite. Thease ramazining steps are lirgely

ministerial,

nd these answers helpful, and please foal free to call me

I hope you will f{
if I ean bq of furthcr assi;tcnce,

at 9316-322-2892
et " Sincarsly,

Tou Cackette '
Deputy Bxscutive Officer

Attachment
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Attachoent

Elaboration on Response to Questions 1 and 2

Quastion 1: Cost effectivensss {s caleulated by dividing the ¢ost of
complisnca by the tens of emissions reducad. Some of the differencss
batwesn the cost effectivensss values celculated by the manufacturers

$34,000/8e8) an - 007tonpare: 1) ManyTacturers
aSETmite the cost of compliance to be ever 2,5 times higher than CARB; 2)

Mnaufacturers esunt enly ggg_éiggggégg,in_hxggggggggg’;HC‘ amissions a3 ¢

benefit. —The LEV reguiations(aTsayreduce smag-forn{ng oxidas of nitrogen
(NOx) emissions, and will providd & major Feduction in cancsrscausing
benzena smissions (of which 90% comes from cars). CARB ingludas the
“benefits ofcTaducing HC ' (§sionsin 1ts caleylations
because the LEV standards reduce all thres pollutants. 3) Manyfacturers
- are mors passimistic about the Q%g%hillis-of the emission control systems
in customer use, and thus predict lass emission reductions will be
_ schieved, than doss CARS; and 4) manufacturers claim emission benefits
v onty fop these ¢ars that operats’ in tmoggy areas, while the costs-are
assessed on a stabewide hasis. While this methedology may be appropriate
for smog-forming emissions, the bensfit of reducing cancar-causing
emissions such a8 benzana should be censiderad {n the calculations on &
statevide basis sinee these compounds are prasent in the air wherever
-yehicles eperate, and thers is ho safe lavel to breathe.

‘Question 2: The Tier T federa) emission standards that go inte offact in
1994 are 0.26 gram/mile {g/mi) RC tnd 0.4 g/mi NOX. CARE has modified a
1990 Bufek with advanced emission controls. Emissions of this vehicie are
0.024 g/mi HC (50% lewar than the fedsral standard) and 0.20 /mi NOx {50%
less than the faderal standard). The vehicle is currently being used in 2
carpool. We have also medified a Toyota with similar results. The
approdch we used i3 only ono of sevars! that can achicve emissions low
enough to mest the LEV standards. Five years remain before standards
which will require thess types of emission controls go into affact, thus
thers i3 adequate time left to optimize these «dvanced control systems and
place them ints production.



MR

IN SCIENCE AND TECHNOLOGY

National Academy of Sciences
National Academy of Engineering
Institute of Medicine

Reprinted from ISSUES IN SCIENCE AND TECHNOLOGY,
Volume VIII, Number 2, © 1992 National Academy of Sciences

JAMES W. KINNEAR

Clean Air at a Reasonable Price

In 1990, Congress passed extensive
and comprehensive amendments to
the Clean Air Act of 1970. These
amendments, the result of months
of negotiation and compromise,
address a wide array of air quality
issues, including emissions from
power plants and factories, as well
as from automobiles.

The goal of reducing air pol-
lution is an important one, which
my company and responsible busi-
ness leaders support. But there are
many ways of doing this, and some
cost far less than others. In terms of
cost-effectiveness, the legislation
aimed at reducing tailpipe emis-
sions from cars and trucks is deeply
flawed.

Regrettably, Congress, under
heavy pressure from a variety of
groups, adopted the most costly
means to achieve improved air
quality: changes in how gasoline is
made. Congress acted without first
determining how expensive refor-
mulated fuels would be, how much
they would reduce emissions, or
how cost-effective they would be
compared to other possible mea-
sures. Congress even refused to
wait a few months for the results of
a comprehensive joint auto-oil in-

James W. Kinnear is president and chief
executive officer of Texaco, Inc.
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Why waste money

on reformulated fuels

when more
cost-effective

measures can
do the job?

dustry study that would have pro-
vided a solid data base for analyz-
ing these issues.

Now, much of those data have
become available. And they show
that the reformulated fuel man-
dates—if fully implemented—
would be a costly mistake. Requir-
ing the new fuels could raise the
pretax wholesale cost of gasoline
by 25 percent or more, a price that
ultimately would be paid by motor-
ists. Environmentalists don’t worry
about this because they want higher
prices as a way to stimulate conser-
vation. But the U.S. public has made
it clear that they do not want higher
fuel prices.

Congress undoubtedly was
motivated by the fact that it is a lot
easier politically to impose clean
air costs on the public a nickel at a
time—slowly ratcheting up gas-

oline prices—than it is to add a few
hundred dollars to the cost of a
new car by installing antipollution
equipment that industry research
indicates would do the job more ef-
fectively. But paying for higher-
priced, reformulated gasoline a few
gallons at a time is going to cost
motorists a lot more over the life of
the car, in added fuel costs, than
would additional antipollution hard-
ware on that car.

Fortunately, there is still a
chance to minimize the cost of the
Clean Air Act amendments to the
motorist, and maximize the en-
vironmental benefits, as the legisla-
tion is implemented at the federal
and state levels. But a midcourse
correction in the legislation may
well be needed, before the United
States commiits to the extreme con-
trol measures that Congress has
mandated for the end of this decade
and beyond.

To rectify the situation, we
first need to recognize a basic fact:
The United States is much closer to
solving air pollution problems
caused by cars and light trucks than
is commonly understood. Tailpipe
emissions on new cars have been
reduced by nearly 97 percent over
the past 20 years. The remaining 3
percent is expected to be cut in
half by 1995, through installation
of improved pollution-control
equipment.

ISSUES IN SCIENCE AND TECHNOLOGY



PERSPECTIVES

Indeed, a steadily decreasing
amount of the hydrocarbons that
contribute to air pollution and
ozone smog are gasoline engine-re-
lated. By 1995, only 25 percent of
total hydrocarbons in the air in the
average U.S. city will come from
gasoline-fueled vehicles. About 60
percent of this 25 percent is caused
by gasoline evaporation, leaving
only 10 percent of hydrocarbon
emissions emitted as tailpipe ex-
haust. And more than haif of that 10
percent comes from heavy trucks
and off-road equipment such as
bulldozers. In short, car and light
truck tailpipe emissions will ac-
count for only 4 to 5 percent of total
hydrocarbons in the air by 1995.
Yet that 4 to 5 percent is the major
target of the costly Clean Air Act
amendments.

Watch the last step
In the new legislation, Congress, as
part of a two-step plan, specified a
moderately reformulated fuel for
nine metropolitan areas (including
Los Angeles, New York, Houston,
and Chicago) that have high or
relatively high ozone levels. For
the first phase, starting in 1995,
all gasoline sold in those nine areas
must incorporate a formula spe-
cified by the federal government.
The revamped formula was worked
out in recent regulatory negotia-
tions among government, industry,
and environmental groups. It is a
reasonable solution, since it takes
full advantage of the least costly
method of reducing hydrocarbon
emissions—lowering the vapor
pressure of gasoline, which basi-
cally reduces fumes that otherwise
would evaporate.

The adoption of this moderate
formula is expected to reduce car
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and light truck emissions by 15 per-
cent from 1990 levels. This reduc-
tion would add an estimated 5 to 7
cents to the manufacturing cost of
a gallon of gasoline. Thats far from
ideal. But it is reasonably cost-
effective for areas with severe
problems.

Unfortunately, however, fur-
ther congressional mandates leave
the realm of cost-effectiveness and
common sense. That is because the
legislation requires that, starting in
the year 2000, total vehicle emis-
sions be reduced by an additional
10 per cent from the 1990 base,
through more extreme gasoline re-
formulations.

The year 2000 formula will re-
quire a radical change in how
gasoline is manufactured—so radi-
cal in fact that we’re not even sure
that it can be made. By contrast,
the 1995 fuels will be relatively
simple to make, essentially by re-
ducing the amount of butane in
gasoline and adding oxygenates,
which help reduce wintertime carb-
on monoxide that contributes to air
pollution. But the year 2000 fuels
will involve changing the levels of
most of the major chemical com-
ponents of gasoline, which will re-
quire the installation of expensive
new equipment at refineries. In-
dustry research indicates that the
severely reformulated fuels will
cost significantly more—15 to 20
cents a gallon—than the 1995 fuels.
That’s a big price for such a slight
improvement in air quality.

Currently, states face an impor-
tant decision on how they will im-
plement the 1995 regulations. The
nine areas deemed severely af-
fected by air pollution will be re-
quired to use the new federally
mandated fuels, but the Clean Air

legislation gives states three choices
for compliance.

First. a state could opt out of the
U.S. program, except in the nine
metropolitan areas. That. in our
opinion at Texaco. is the most sen-
sible. most cost-effective way to
go. Second. a state could require
that the moderately reformulated
fuel be sold in the entire state, thus
imposing higher costs on areas that
don’t need it, with little benefit. It
also would be wasteful, since refor-
mulated fuels yield less mileage,
according to the joint auto-oil in-
dustry study. Third, and worst of
all, a state could adopt drastic re-
quirements recently mandated in
California. Those rules will require
the statewide sale, by March of
1996, of a gasoline that is even
more severely reformulated than
the federally mandated fuels for
1995.

The California requirements
are designed to meet that state’s
unique smog problem and should
not serve as a model for the nation.
The Los Angeles area has 140 days
a year of unacceptably high ozone
levels; New York City, only 20 such
days, and the pollution is much less
severe. California is also dependent
on the automobile for transporta-
tion, whereas many other cities rely
heavily on bus, subway, and rail
transit.

But the proposed California
fuels will not be cost-effective in
California, much less elsewhere.
They will provide little benefit
beyond what the moderate federal
formula fuel provides, reducing
total hydrocarbons in the air by no
more than 1 percent. In addition,
like the new federal fuels proposed
for the year 2000, the California
formulas will increase the cost of
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making a gallon of gasoline by 15
to 20 cents a gallon.

The California rules will affect
both the motorist’s wallet and the
state’s economy, since businesses
would be at a competitive disad-
vantage with companies in states
that do not have such onerous fuel
costs. Were California to opt for the
less expensive federal formula fuel,
it could obtain three-quarters of the
benefit for just one-quarter of the
cost.

Look before you legislate

If severely reformulated gasolines
are questionable in California, it
would be ludicrous to try to apply
them to many other states, where
pollution problems are less severe
and the climate is different. Yet that
is exactly what may happen in
many parts of the nation. Already,
11 eastern states and Washington,
D.C., have agreed to adopt Cali-
fornia’s overall program for reduc-
ing ozone smog, which relies on
changes to the vehicle rather than to
the fuel. If these states go further,
and agree to adopt California’s fuel
formula, they will be making a
hasty, ill-informed decision. Con-
necticut, by contrast, is considering
the more cost-effective solution of
enhanced inspection and main-
tenance as the cornerstone of its
program.

With public dollars in such
short supply today, and the needs
so great, national decisions must be
grounded in a realistic assessment
of our capabilities—recognizing
that, although U.S. resources are
considerable, they nevertheless are
finite. Thus, the concept of cost-
benefit relationships must be in-
troduced at all levels of decision-
making.
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Government should
provide incentives
for the quicker
retirement
of older cars.

As is the case with so many
contemporary issues, there is no
quick-and-easy solution to air pol-
lution. But there are solutions. To
find them, we need a long-term,
comprehensive effort, based on
good science and cost-effective-
ness, not on politics, emotion, or
wishful thinking.

Texaco and others in the oil in-
dustry are working to clarify and
expand the options. We are willing
to do our share to reduce pollu-
tion—as long as it is done cost-ef-
fectively. Two years ago, Texaco
initiated the most extensive re-
search program in history on air
pollution, the gasoline engine, and
fuels. Thirteen other major oil com-
panies and the big-three U.S. auto-
makers joined our effort to find
cost-effective ways of further cut-
ting vehicle emissions.

Thus far, one of the research
group’s most important conclu-
sions is this: Capturing fumes that
normally evaporate is much more
cost-effective in cutting hydrocar-
bon emissions than drastically re-
formulated gasolines.

Fumes can be captured in three
basic ways. One would be to install
on all cars a device called an on-
board vapor recovery canister,
which sucks fumes into the engine

and burns them as fuel. Cars al-
ready have a small canister to cap-
ture the fumes that evaporate while
a car is parked, but it is too small to
handle the volume of vapor created
inrefueling. According to an Office
of Technology Assessment study.
an additional canister would pre-
vent a ton of hydrocarbons from
entering the atmosphere. at a cost of
$1,200 per ton.

Installing special nozzles on
gasoline pumps also can do the
trick. The nozzles capture the gases
and recirculate them through an un-
derground tank. Cost: $2,400 per
ton of hydrocarbons prevented
from entering the atmosphere, ac-
cording to an oil industry study.

The third way to reduce fumes
is by lowering fuel vapor pressure,
which can be done simply by
reducing the amount of butane in
gasoline. This would cost $3,500
per ton of hydrocarbons, according
to an oil industry study.

The oil industry favors install-
ing the canisters because the cost is
less and because research indicates
that a much higher percentage of
fumes are captured by the on-board
canisters than by nozzles.

What’s most important to un-
derstand, however, is that all of
these methods would be more cost-
effective than either the moderate
or drastic gasoline reformulation.
The moderately reformulated fed-
eral fuel, which would require
reducing butane but also adding
oxygenates, would cut hydrocar-
bon emissions at acost of $10,000 a
ton. But the whopper cost would
come from the proposed drastic re-
formulation, similar to the new
California formula. Texaco es-
timates its cost at $200,000 a ton
and possibly much more.

ISSUES IN SCIENCE AND TECHNOLOGY
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This sky-high $200.000 figure
may seem unbelievable, but it re-
sults, as I stated before, from the need
to install expensive new equipment
at refineries. And although this can
be only arough estimate, there is no
doubt that drastic reformulation
will be much less cost-effective
than the alternatives.

Before we make such a huge
mistake, we should consider more
commonsense measures—things
we can do right now—to protect the
environment, while ensuring that
the American motorist has adequate
supplies of affordable energy.

First, provide incentives for the
quicker retirement of older cars.
Cars built before 1975 account for
Just 7 percent of all the miles driven
in this country but produce 25 per-
cent of automobile emissions. [t
would be far more cost-effective to
get them off the road than to spend
billions on unnecessary, severely
reformulated fuels. This could be

WINTER 1991-92

done through tax incentives or
government-funded repurchase
programs.

Second, fully enforce inspec-
tion and maintenance laws. Most
states do not have effective pro-
grams, and local officials shy away
from them because they hit the
motorist directly in the pocket-
book. Although not a single state
has fully implemented the U.S. En-
vironmental Protection Agency’s
enhanced inspection and main-
tenance program, there is now an
incentive to do so. Under the Clean
Air Act amendments, states must
reduce hydrocarbon emissions
from all sources by at least 24 per-
cent from 1990 levels by 1999. The
EPA estimates that about 40 per-
cent of this reduction could be
achieved from fully implementing
its inspection program.

Third, stop subsidizing older
cars. Most taxes and fees on cars in
the United States decline as a car

gets older. That encourages people
to keep their old clunkers. By con-
trast. in Japan, for instance, taxes
and fees remain high as a car ages.
This. along with a tough inspection
and maintenance program, gives
the Japanese motorist an incentive
to turn in the old car for a newer
one. Because such a change could
place an unfair burden on the less
affluent, tax credits or other help
could be targeted to lower-income
motorists. The cost to society
would be far less than imposing un-
necessary gasoline reformulation
on millions who don’t need it.

The point is that there are
things we can do—sensible, cost-
effective things—to clean up the
atmosphere without breaking the
bank. We at Texaco believe that the
public will benefit most if we first
exhaust all the lower-cost options.
There is no need to waste billions
of dollars when other, less costly
solutions are at hand.
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Senator Redney El11ds April 14, 1991
the Senate of the State of fexas

P.0. Box 12068

Austin, Texas 7871}

Daar Senster El1ds:

Thank you for your April 12 letter regarding Senate Bi11 868. My response
to your quastiens {4 provided balew.

QUESTION 1: The automobile manufacturers have dissaminated information on
this bill that estimates the cost of roducﬁng pellution with iho low . .
emission vahicle (LEV) standards to be $34,000 per ton of emissions
reducad. Do you agree with this Tigure? :

RESPONSE 1: Ho. Our estimate of cost effectiveness, which was published
Jast August and approved by our Board fallowing a public hearding, {s 3800

4 of :mng-formins emissions roduced. This cost is very
favorabla compared to the cos? of imposing new emisston contesls on many

{ndustrial sources of pollutien. (See the Attachment for additional
Anformatfon), - : : ' ' ' ' '

QUESTION 2: Does CARB bolisve that tha LEV standards can be met using
reformelated gascline?

RESPONSE 2: Yes, Our technolqy assessments i{ndicata that the LEV standards
can ba met by gaseline vehicles using improved emission controls. We have
built two cars that have achieved hydrocarbon emissions more than 86%
balow the. standards impased by the recently amended faderal Llsan Alr Act,
Oxides of nitrogen emissions ure 80Y lower too. Thesa vehicles would mest
the most stringant of the LEV standards. The first of theses vehicles is
now being used by cur amplovess in a car pool. The car ussd conventional
grsoline; we expact the use of reformulated gasoling will lower {ts
emissions aven further. (See tha Attachment for additional informatien)

QUESTION 3: util the State of Texas achieve similar emissions benafits {f

LEV vehiclas are operatad sn federal, rather than Californfa, reformulated
gasoline? _ .

RESPONSE 3: Yas. A vehicle detigned te mest the most stringent of the LEV
standards would have 76-80% lower Ryderocarbsn emissions if operatad on
federal gasoline, compared to 86% Towser emissions if operated on .
California gasoline. The difference is small because 1mproved;cmission



controls, not raformulated gateline, will provide mest of the emission A j’

réductions nesded t¢ comply with the LBV standards, Furthermore, the )0A,»*L’{/M,
differsnce in cleanliness betwaen faderal and California reformulated /57 >
gascline 15 relatively small (faderal gasoline 13 expectad to be 18% O e

clezner than current gasoline, while California qasoline is.eypected to ba - _ -
20-26% cleaner). The real benefit of refarmulated gasoline'{s to readuge P
emissions from those vehiales that are already on the road that cannoct be
retrofittad with advancad emissioen controls.

QUESTION 4 The'vohicTo manufacturars haye testified that co:sumars wil)

pay about $500 more for thc-gcsolina poewered LEVS. What does CARB predict
to be the cost differantial betwsen LEVS and the Fedsral Tier I vehicles?

RESPOKSE 4: $120. Thit is the average increase in the retail sticker price
‘of & LEV or ULEV fualed with gaseline. Prics incresses for individual
modals will vary, The method and information ussd to estimate thesa costs
is dsseribsd in the CARB recg}atory roport, and was approved by our Board

. follewing a publie heardng. * - . . . T '

QUESTION 61 -Based on your years of vork%ng with the automobile
manufecturers on automobile emission eontrol, do you believe the
manufacturers have histerically underestimatad, correctly estimated, or
oversstimated the costs of ecomplying with new vahicle emission standards?

RESPONSE 5: Ovarestimated the costs. If the manufacturers' estimated cost
of complying with the each of the many emission regulations adopted over

- the past years was added up, the cost of & new car would be theusands of
dollars highar than it actus)ly is today. I balieve one reason the
manufacturers tend to overestimate costs is most vehfcle regulations are
technology forcing. and bring with them some uncertainty in how compliance
is be schiaved, Givan this uncortainty, and the fact that vehicle
manufacturers generally have not supportad adoption ef more stringant
smission standards, It {¢ understandable that thair cost estimates will be
high. Our experisnce 1s that the uncertainties of complianca are overcome
with geod enginssring, and that nev emissian control requirements ars soon
intagrated into the overall design of the engine and vehicle. The result
1$ the true cost of complianca s lowsr than the estimates offersd by the
manufacturers at the time the new emission requirements ars being debatad.

QUESTION &: EPA testifiad that Texas can sxpect to receive significant
State Implementation Plan (SIP) eredits for adopting LEV standards. In
contrast, automobile manufacturers have sald Texas weuld receive only
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margingl SIP credit for the LEV standards. Does California inticipctt
racatving significant SIP cradits, as suggestad by €PA, or marginal SIP
cradits, as suggested by representatives of the sutomebile industry?

RESPONSE €: We axpact to receive substantia) SIP credits. Adoption of the
LEY standards {3 the cornerstone of our &fforts to attain the faderal
clean air standards. We adopted the LEY standards becaute thay will
provide large amission reductions, and they are cost effective. [n
addition, we would tend to beliave the EPA since they, not the vehicle

manufacturecs, are responsible under federal lav for deteraining SIP
credits. . !

I &lso understand there has baen some confﬁsion regarding the status of the
LEY reguiations, The CARB unanimeusly adopted. the LEY standards and

- regulations in September, 1990, Several changes to the regulations made
during the hearing have recently been finalized. The steps rematning

fnelude spproval by the Office-of Administrative Law and filing of the

" ragitTations by the Secrstary of Stite. Thease ramazining steps are lirgely

ministerial,

nd these answers helpful, and please foal free to call me

I hope you will f{
if I ean bq of furthcr assi;tcnce,

at 9316-322-2892
et " Sincarsly,

Tou Cackette '
Deputy Bxscutive Officer
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Elaboration on Response to Questions 1 and 2

Quastion 1: Cost effectivensss {s caleulated by dividing the ¢ost of
complisnca by the tens of emissions reducad. Some of the differencss
batwesn the cost effectivensss values celculated by the manufacturers

$34,000/8e8) an - 007tonpare: 1) ManyTacturers
aSETmite the cost of compliance to be ever 2,5 times higher than CARB; 2)

Mnaufacturers esunt enly ggg_éiggggégg,in_hxggggggggg’;HC‘ amissions a3 ¢

benefit. —The LEV reguiations(aTsayreduce smag-forn{ng oxidas of nitrogen
(NOx) emissions, and will providd & major Feduction in cancsrscausing
benzena smissions (of which 90% comes from cars). CARB ingludas the
“benefits ofcTaducing HC ' (§sionsin 1ts caleylations
because the LEV standards reduce all thres pollutants. 3) Manyfacturers
- are mors passimistic about the Q%g%hillis-of the emission control systems
in customer use, and thus predict lass emission reductions will be
_ schieved, than doss CARS; and 4) manufacturers claim emission benefits
v onty fop these ¢ars that operats’ in tmoggy areas, while the costs-are
assessed on a stabewide hasis. While this methedology may be appropriate
for smog-forming emissions, the bensfit of reducing cancar-causing
emissions such a8 benzana should be censiderad {n the calculations on &
statevide basis sinee these compounds are prasent in the air wherever
-yehicles eperate, and thers is ho safe lavel to breathe.

‘Question 2: The Tier T federa) emission standards that go inte offact in
1994 are 0.26 gram/mile {g/mi) RC tnd 0.4 g/mi NOX. CARE has modified a
1990 Bufek with advanced emission controls. Emissions of this vehicie are
0.024 g/mi HC (50% lewar than the fedsral standard) and 0.20 /mi NOx {50%
less than the faderal standard). The vehicle is currently being used in 2
carpool. We have also medified a Toyota with similar results. The
approdch we used i3 only ono of sevars! that can achicve emissions low
enough to mest the LEV standards. Five years remain before standards
which will require thess types of emission controls go into affact, thus
thers i3 adequate time left to optimize these «dvanced control systems and
place them ints production.
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JAMES W. KINNEAR

Clean Air at a Reasonable Price

In 1990, Congress passed extensive
and comprehensive amendments to
the Clean Air Act of 1970. These
amendments, the result of months
of negotiation and compromise,
address a wide array of air quality
issues, including emissions from
power plants and factories, as well
as from automobiles.

The goal of reducing air pol-
lution is an important one, which
my company and responsible busi-
ness leaders support. But there are
many ways of doing this, and some
cost far less than others. In terms of
cost-effectiveness, the legislation
aimed at reducing tailpipe emis-
sions from cars and trucks is deeply
flawed.

Regrettably, Congress, under
heavy pressure from a variety of
groups, adopted the most costly
means to achieve improved air
quality: changes in how gasoline is
made. Congress acted without first
determining how expensive refor-
mulated fuels would be, how much
they would reduce emissions, or
how cost-effective they would be
compared to other possible mea-
sures. Congress even refused to
wait a few months for the results of
a comprehensive joint auto-oil in-

James W. Kinnear is president and chief
executive officer of Texaco, Inc.
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Why waste money

on reformulated fuels

when more
cost-effective

measures can
do the job?

dustry study that would have pro-
vided a solid data base for analyz-
ing these issues.

Now, much of those data have
become available. And they show
that the reformulated fuel man-
dates—if fully implemented—
would be a costly mistake. Requir-
ing the new fuels could raise the
pretax wholesale cost of gasoline
by 25 percent or more, a price that
ultimately would be paid by motor-
ists. Environmentalists don’t worry
about this because they want higher
prices as a way to stimulate conser-
vation. But the U.S. public has made
it clear that they do not want higher
fuel prices.

Congress undoubtedly was
motivated by the fact that it is a lot
easier politically to impose clean
air costs on the public a nickel at a
time—slowly ratcheting up gas-

oline prices—than it is to add a few
hundred dollars to the cost of a
new car by installing antipollution
equipment that industry research
indicates would do the job more ef-
fectively. But paying for higher-
priced, reformulated gasoline a few
gallons at a time is going to cost
motorists a lot more over the life of
the car, in added fuel costs, than
would additional antipollution hard-
ware on that car.

Fortunately, there is still a
chance to minimize the cost of the
Clean Air Act amendments to the
motorist, and maximize the en-
vironmental benefits, as the legisla-
tion is implemented at the federal
and state levels. But a midcourse
correction in the legislation may
well be needed, before the United
States commiits to the extreme con-
trol measures that Congress has
mandated for the end of this decade
and beyond.

To rectify the situation, we
first need to recognize a basic fact:
The United States is much closer to
solving air pollution problems
caused by cars and light trucks than
is commonly understood. Tailpipe
emissions on new cars have been
reduced by nearly 97 percent over
the past 20 years. The remaining 3
percent is expected to be cut in
half by 1995, through installation
of improved pollution-control
equipment.

ISSUES IN SCIENCE AND TECHNOLOGY
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Indeed, a steadily decreasing
amount of the hydrocarbons that
contribute to air pollution and
ozone smog are gasoline engine-re-
lated. By 1995, only 25 percent of
total hydrocarbons in the air in the
average U.S. city will come from
gasoline-fueled vehicles. About 60
percent of this 25 percent is caused
by gasoline evaporation, leaving
only 10 percent of hydrocarbon
emissions emitted as tailpipe ex-
haust. And more than haif of that 10
percent comes from heavy trucks
and off-road equipment such as
bulldozers. In short, car and light
truck tailpipe emissions will ac-
count for only 4 to 5 percent of total
hydrocarbons in the air by 1995.
Yet that 4 to 5 percent is the major
target of the costly Clean Air Act
amendments.

Watch the last step
In the new legislation, Congress, as
part of a two-step plan, specified a
moderately reformulated fuel for
nine metropolitan areas (including
Los Angeles, New York, Houston,
and Chicago) that have high or
relatively high ozone levels. For
the first phase, starting in 1995,
all gasoline sold in those nine areas
must incorporate a formula spe-
cified by the federal government.
The revamped formula was worked
out in recent regulatory negotia-
tions among government, industry,
and environmental groups. It is a
reasonable solution, since it takes
full advantage of the least costly
method of reducing hydrocarbon
emissions—lowering the vapor
pressure of gasoline, which basi-
cally reduces fumes that otherwise
would evaporate.

The adoption of this moderate
formula is expected to reduce car
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and light truck emissions by 15 per-
cent from 1990 levels. This reduc-
tion would add an estimated 5 to 7
cents to the manufacturing cost of
a gallon of gasoline. Thats far from
ideal. But it is reasonably cost-
effective for areas with severe
problems.

Unfortunately, however, fur-
ther congressional mandates leave
the realm of cost-effectiveness and
common sense. That is because the
legislation requires that, starting in
the year 2000, total vehicle emis-
sions be reduced by an additional
10 per cent from the 1990 base,
through more extreme gasoline re-
formulations.

The year 2000 formula will re-
quire a radical change in how
gasoline is manufactured—so radi-
cal in fact that we’re not even sure
that it can be made. By contrast,
the 1995 fuels will be relatively
simple to make, essentially by re-
ducing the amount of butane in
gasoline and adding oxygenates,
which help reduce wintertime carb-
on monoxide that contributes to air
pollution. But the year 2000 fuels
will involve changing the levels of
most of the major chemical com-
ponents of gasoline, which will re-
quire the installation of expensive
new equipment at refineries. In-
dustry research indicates that the
severely reformulated fuels will
cost significantly more—15 to 20
cents a gallon—than the 1995 fuels.
That’s a big price for such a slight
improvement in air quality.

Currently, states face an impor-
tant decision on how they will im-
plement the 1995 regulations. The
nine areas deemed severely af-
fected by air pollution will be re-
quired to use the new federally
mandated fuels, but the Clean Air

legislation gives states three choices
for compliance.

First. a state could opt out of the
U.S. program, except in the nine
metropolitan areas. That. in our
opinion at Texaco. is the most sen-
sible. most cost-effective way to
go. Second. a state could require
that the moderately reformulated
fuel be sold in the entire state, thus
imposing higher costs on areas that
don’t need it, with little benefit. It
also would be wasteful, since refor-
mulated fuels yield less mileage,
according to the joint auto-oil in-
dustry study. Third, and worst of
all, a state could adopt drastic re-
quirements recently mandated in
California. Those rules will require
the statewide sale, by March of
1996, of a gasoline that is even
more severely reformulated than
the federally mandated fuels for
1995.

The California requirements
are designed to meet that state’s
unique smog problem and should
not serve as a model for the nation.
The Los Angeles area has 140 days
a year of unacceptably high ozone
levels; New York City, only 20 such
days, and the pollution is much less
severe. California is also dependent
on the automobile for transporta-
tion, whereas many other cities rely
heavily on bus, subway, and rail
transit.

But the proposed California
fuels will not be cost-effective in
California, much less elsewhere.
They will provide little benefit
beyond what the moderate federal
formula fuel provides, reducing
total hydrocarbons in the air by no
more than 1 percent. In addition,
like the new federal fuels proposed
for the year 2000, the California
formulas will increase the cost of
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making a gallon of gasoline by 15
to 20 cents a gallon.

The California rules will affect
both the motorist’s wallet and the
state’s economy, since businesses
would be at a competitive disad-
vantage with companies in states
that do not have such onerous fuel
costs. Were California to opt for the
less expensive federal formula fuel,
it could obtain three-quarters of the
benefit for just one-quarter of the
cost.

Look before you legislate

If severely reformulated gasolines
are questionable in California, it
would be ludicrous to try to apply
them to many other states, where
pollution problems are less severe
and the climate is different. Yet that
is exactly what may happen in
many parts of the nation. Already,
11 eastern states and Washington,
D.C., have agreed to adopt Cali-
fornia’s overall program for reduc-
ing ozone smog, which relies on
changes to the vehicle rather than to
the fuel. If these states go further,
and agree to adopt California’s fuel
formula, they will be making a
hasty, ill-informed decision. Con-
necticut, by contrast, is considering
the more cost-effective solution of
enhanced inspection and main-
tenance as the cornerstone of its
program.

With public dollars in such
short supply today, and the needs
so great, national decisions must be
grounded in a realistic assessment
of our capabilities—recognizing
that, although U.S. resources are
considerable, they nevertheless are
finite. Thus, the concept of cost-
benefit relationships must be in-
troduced at all levels of decision-
making.
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Government should
provide incentives
for the quicker
retirement
of older cars.

As is the case with so many
contemporary issues, there is no
quick-and-easy solution to air pol-
lution. But there are solutions. To
find them, we need a long-term,
comprehensive effort, based on
good science and cost-effective-
ness, not on politics, emotion, or
wishful thinking.

Texaco and others in the oil in-
dustry are working to clarify and
expand the options. We are willing
to do our share to reduce pollu-
tion—as long as it is done cost-ef-
fectively. Two years ago, Texaco
initiated the most extensive re-
search program in history on air
pollution, the gasoline engine, and
fuels. Thirteen other major oil com-
panies and the big-three U.S. auto-
makers joined our effort to find
cost-effective ways of further cut-
ting vehicle emissions.

Thus far, one of the research
group’s most important conclu-
sions is this: Capturing fumes that
normally evaporate is much more
cost-effective in cutting hydrocar-
bon emissions than drastically re-
formulated gasolines.

Fumes can be captured in three
basic ways. One would be to install
on all cars a device called an on-
board vapor recovery canister,
which sucks fumes into the engine

and burns them as fuel. Cars al-
ready have a small canister to cap-
ture the fumes that evaporate while
a car is parked, but it is too small to
handle the volume of vapor created
inrefueling. According to an Office
of Technology Assessment study.
an additional canister would pre-
vent a ton of hydrocarbons from
entering the atmosphere. at a cost of
$1,200 per ton.

Installing special nozzles on
gasoline pumps also can do the
trick. The nozzles capture the gases
and recirculate them through an un-
derground tank. Cost: $2,400 per
ton of hydrocarbons prevented
from entering the atmosphere, ac-
cording to an oil industry study.

The third way to reduce fumes
is by lowering fuel vapor pressure,
which can be done simply by
reducing the amount of butane in
gasoline. This would cost $3,500
per ton of hydrocarbons, according
to an oil industry study.

The oil industry favors install-
ing the canisters because the cost is
less and because research indicates
that a much higher percentage of
fumes are captured by the on-board
canisters than by nozzles.

What’s most important to un-
derstand, however, is that all of
these methods would be more cost-
effective than either the moderate
or drastic gasoline reformulation.
The moderately reformulated fed-
eral fuel, which would require
reducing butane but also adding
oxygenates, would cut hydrocar-
bon emissions at acost of $10,000 a
ton. But the whopper cost would
come from the proposed drastic re-
formulation, similar to the new
California formula. Texaco es-
timates its cost at $200,000 a ton
and possibly much more.

ISSUES IN SCIENCE AND TECHNOLOGY
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This sky-high $200.000 figure
may seem unbelievable, but it re-
sults, as I stated before, from the need
to install expensive new equipment
at refineries. And although this can
be only arough estimate, there is no
doubt that drastic reformulation
will be much less cost-effective
than the alternatives.

Before we make such a huge
mistake, we should consider more
commonsense measures—things
we can do right now—to protect the
environment, while ensuring that
the American motorist has adequate
supplies of affordable energy.

First, provide incentives for the
quicker retirement of older cars.
Cars built before 1975 account for
Just 7 percent of all the miles driven
in this country but produce 25 per-
cent of automobile emissions. [t
would be far more cost-effective to
get them off the road than to spend
billions on unnecessary, severely
reformulated fuels. This could be
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done through tax incentives or
government-funded repurchase
programs.

Second, fully enforce inspec-
tion and maintenance laws. Most
states do not have effective pro-
grams, and local officials shy away
from them because they hit the
motorist directly in the pocket-
book. Although not a single state
has fully implemented the U.S. En-
vironmental Protection Agency’s
enhanced inspection and main-
tenance program, there is now an
incentive to do so. Under the Clean
Air Act amendments, states must
reduce hydrocarbon emissions
from all sources by at least 24 per-
cent from 1990 levels by 1999. The
EPA estimates that about 40 per-
cent of this reduction could be
achieved from fully implementing
its inspection program.

Third, stop subsidizing older
cars. Most taxes and fees on cars in
the United States decline as a car

gets older. That encourages people
to keep their old clunkers. By con-
trast. in Japan, for instance, taxes
and fees remain high as a car ages.
This. along with a tough inspection
and maintenance program, gives
the Japanese motorist an incentive
to turn in the old car for a newer
one. Because such a change could
place an unfair burden on the less
affluent, tax credits or other help
could be targeted to lower-income
motorists. The cost to society
would be far less than imposing un-
necessary gasoline reformulation
on millions who don’t need it.

The point is that there are
things we can do—sensible, cost-
effective things—to clean up the
atmosphere without breaking the
bank. We at Texaco believe that the
public will benefit most if we first
exhaust all the lower-cost options.
There is no need to waste billions
of dollars when other, less costly
solutions are at hand.
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March 17, 1992

Dear Rep. Hayden and Members of the House Conservation Committee:

We the undersigned believe that Pennsylvania should require

Low Emission Vehicles (LEV) as a way of meeting the Federal Clean
Air Act (CAA) mandates. In Pennsylvania, automobiles emit
286,000 tons of nitrogen oxides (NOx) per year, which is more
than 30% of all the NOx emitted by man-made sources. LEV
technology will cut these NOx emissions in half. This reduction
would be comparable to Pennsylvanians driving 90 million fewer

. miles each day. According to the Northeast Ozone Transport
Commission, Pennsylvanla will fail to meet the CAA’s ozone
reduction requirements without LEVs.

NOx contribute to ground-level ozone, an ingredient of smog,
and also cause acid rain. Because NOx are nutrients, they
further degrade water quality by fueling algal blooms in
Pennsylvania’s lakes, streams and the Chesapeake Bay.

) LEVs are the most cost-effective way to meet the CAA’s ozone

' reduction requirements. The California Air Resources Board
estimates that LEV technology will add between $70-$170 to the

~ s . -price of a.car-depending: on. thé model. ' Reducing emissions which

form ozone at the tailpipe costs $800 - $1400 per ton of
reduction as compared to upwards of $15,000 per ton of reduction
for industrial sources. Requiring new car buyers to bear some of
the cost of controlling air pollution is a fair and prudent way
to pay for cleaner alr, clearer water and healthler people.

o We urge you to.re51st the pressures to -drop the provision
from HB 2196 to allow the state to require low emission vehicles.
LEVs are the only long-term way to address ozone and acid rain

pollution in the face of the rising population and the increasing
number of cars on our roads.
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Cutting Through the Rhetoric:
A Discussion of
Low Emissions Vehicle Issues

Maryland Department of the Environment

March 3, 1992
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LOW EMISSIONS VEHICLES

No environmental issue in recent memory has sparked controversy as widespread and as emotional as
the move to require the sale of California-equivalent Low Emissions Vehicles (LEVs) in Maryland. As with
any controversy, a number of issues have become rallying points for both opponents and proponents of
the LEV Program. Of special concemn is the release and promotion of misinformation designed to steer
debate away from the real issues. This pamphiet provides the facts regarding these diversionary issues.
With the facts in hand, the debate can be directed back to its primary focus - clean air.

GEOGRAPHY

By all definitions, Maryland is not California. However, claims have been made that the LEV Program is
a Los Angeles program and vehicles designed for that program may not perform well in areas with
dissimilar climates - like Maryland. The fact is, California has only one LEV Program. It applies
statewide to all vehicles, whether they are registered in the Sierra Nevadas or along the beaches of
Malibu. A quick referral to any almanac will reveal that the variability of the climate and topography of
California exceeds that of Maryland and the northeast. |f the program works in California, it will work

here; geography is simply not an issue.
SEVERITY OF OZONE PROBLEMS.

Much has been made regarding the severity of the ozone problem in Maryland compared to that in
- California: -In-fact, LEV opponents continue to publish figures indicating that Maryland averages five high
ozone days per year while California averages 211. However, using methodology identical to that 4—
utlhzed“‘By LEV opponents, the average number of ozone violation days in Maryland is between 15
(1989-1991 data) and 38 (1987-1989 data). P /"7‘~'1‘;"

Equally important is the fact that comparisons are being made between a state with a land area of over

* 150,000 square miles and one'with under 10,000 square miles. ‘On an equivalent area basis, the ozone
- problem in- California would have to be compared to that in the combined area of Northern Virginia, the
District of Columbia, Maryland, Delaware, Pennsylvania, New York, New Jersey, Connecticut, Rhode

Island, Massachusetts, Vermont, and New Hampshire. This area represents, with the exclusion of Maine, _/
the area covered by the Ozone Transport Commission. When one considers the fact that the population
density in this northeast area is approximately 2.5 times that of California, the extent of the northeast.

ozone probiem becomes evident. Ozone recognizes no state boundaries. The problem in the northeast

is as pervasive as that in California.

IMPACT ON THE PETROLEUM INDUSTRY

Simply stated, adoption of the LEV Program will not require the sale of California reformulated gasoline
in Maryland. This issue has been discussed ad nauseam, and the Administration’s bill was modified to© °
explicitly separate the LEV issue from any California fuel requirement.

Claims that "someone” will require states that adopt the LEV Prbgram to also adopt California
reformulated gasoline requirements are simply unfounded. Even if our air pollution reduction strategies
do not meet the goals we project, it will be up to MDE to select the programs necessary to make up the
shortfall. We cannot be forced to adopt any non-mandatory program.

ic‘{ /(/'7/ /L(’//TL»M/M cf L’L;-“/o/;'
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The petroleum industry would incur no additional burden under the Maryland LEV proposal. Whether we
adopt the LEV program or not, we expect the petroleum industry to sell federal reformulated gasoline in

Maryland beginning in 1995 as required under the federal Clean Air Act. Nothing more, nothing less.

VEHICLE WARRANTY IMPACTS

Of late, both the automotive and petroleum industries have been advancing the argument that
automakers will not warranty LEVs which do not burn California reformulated gasoline.  However, the
United States Environmental Protection Agency (USEPA) is the only entity which can make sucha -
determination. Vehicle emissions warranty coverage is a requirement, not a discretionary policy. =~
Automakers have no more control over the fuel sold in the U.S. than the petroleum industry has over the
vehicles their fuel is burned in. It is the responsibility of the USEPA to ensure that the two are
compatible.

The USEPA ensures vehicle/ fuel compatibility by requiring that all gasoline soid in the U.S. be either
“substantially similar* to the gasoline on which the vehicle was originally certified for sale, or demonstrate
through scientific testing that an alternative formulation not "substantially similar* will not degrade vehicle
emissions or performance.. Ali current and proposed reformulated gasoline specifications ~ both federal
and California - meet the USEPA definition of “substantially similar’. Automakers have no choice but to
warranty vehicles cemﬁed on California- reformulated gasoline and operated on' federal reformulated -
gasoline. ‘

- A better-Understanding of this situation restits tfom a look 4t the variability in specifications of gasoline ,
on the market today. None is equivalent to the formulation used for emissions certification purposes, yet
all meet warranty eligibility requirements. Gasoline is not a pure chemical. It is therefore subject to
widely ranging formulations between refiners, and even within the same refinery. Reformulated gasoline
specifications simply represent an effort to standardize gasoline formulations. In fact, the variability
between and California reformulated gaseline specifications is likely to be less than that of two
currently ommerc:ally-avallable gasollna .
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Ancther nmportant point to remember is that, like everyone else, Californians actually drive beyond state
boundaries. Will they risk losing their warranty coverage when they drive into Nevada and fill their fuel
tanks with gasoline which does not meet California reformulated gasoline specifications?

Automakers have no authority to refuse w coverage to vehicles buming legally saleable gasoline;
whether that gasoline meets federal reformulated or California reformulated specifications.

IMPACT OF CLEAN AIR ACT FLEET PROVISIONS

Under the federal Clean Air Act, fleets of 10 or more vehicles in the Baitimore and Washington
metropolitan areas will have to purchase LEVS even if the LEV program is not adopted. Since fleet

sales account for as much as 30% of new vehicle sales,Maryland auto dealers will be selling LEVSs.
Interestingly, if automakers could insist on the use of California reformulated gasoline in LEVSs, this fleet
program would require the petroleumn industry to supply it and, if only supplied directly to the fleet
refueling stations, would prohibit-fleet vehicles from refueling at retail gasoline outlets!

This fleet requirement makes it likely that one of the most controversial issues surrounding the LEV
Program, that of interstate sales, is not really an issue at all.
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REGISTRATION ISSUES

The issue of most concern to Maryiand auto dealers is that of interstate sales. To understand this issue,
one must understand that there are currently three different ways a vehicle can be certified for sale in the
U.S. A vehicle may be certified for sale in all 50 states (50-state vehicle), all states but California (49-
state vehicle), or only in California (California-only vehicle). Therefore, in any given state, two of these
three vehicle types may be sold. Outside of California, an individual may legally purchase either a 49-
state or 50-state vehicle. In California, and in Maryland if we adopt the LEV Program, purchases of

either 50-state or California-only vehicles are legal. The interstate issue exists only to the extent that .~
automakers fail to take the steps necessary to receive a 50-state certification.
e B

The federal Clean Air Act fleet provisions will in all likelihood render the interstate issue moot. Since
current California vehicle sales are limited to California, automakers can certify vehicles as California-only
vehicles without a market penalty. However, once sales of such vehicles are mandated outside
California (as is the case with the Clean Air Act fleet provisions) automakers will be forced to certify all
fleet-bound LEVs as 50-state vehicles. Therefore, it seems likely that the majority of California
certifications will be 50-state certifications in the future. As a result, it is irrelevant to compare current
certification practices to arrive at the conclusion that interstate sales will be prohibited.

LACK OF ANALYSIS OF LEV BENEFITS

¢ Claxms that MDE has not evaluated the beneﬁts assoclated wnth adoptlon of the LEV Program are slmply
fabrications. Equally important is the fact that LEV opponents are making it appear as though the
"' - UUSEPA has analyzéd the programi using a ‘computer model and determined that there is littte or no
benefit to adoption. To clarify this issue, it should be noted that an EPA computer model named
MOBILE4.1 is the accepted model in the automotive emissions field. It is used by automakers, the
petroleum industry, and state and federal regulators to evaluate motor vehicle emissions control
strategi%

 The USEPA has not provnded any estlmatee on the effectweneee of the LEV Program in reducing

___emissions. - Ifi fact, “the computer model as it exists cannot even predict LEV benefits. " Its internal

computer code must be modified to accomplish the task. The petroleum industry, automakers, and
MDE have all undertaken such modification and have analyzed the projected benefits of the program.
Differences in projections result from differing assumptions of the future. MDE's analysis shows
significant benefits. For example, the air poliution reductions resuiting from impiementation of the LEV
program are equal to the reductions which would be obtained by eliminating 25 million miles of vehicle
travel daily or ehmmatlng the emissions of 470 brewenes, or 14 Bethlehem Steels.

Of serious concern is the fact that automakers and the petroleum industry are portraying MDE’s analysis
as incomplete or nonexistent. MDE has met with representatives of these industries to discuss modeling
issues at a very technical level and has been praised by both for the level of detail and
compreherisiveness of our analysis. This is not to say that we agree on every assumption, but we have
reached a point where all parties understand the basis of the other's analyses. Only the future hoids all
the answers, but we believe that our projections are excellent. If anything, they are conservative
estimates of the benefits of the LEV. Program. T

'OTHER AVAILABLE CONTROLS

Claims have been made that MDE is ignoring aiternative pollution control strategies which would provide
greater benefits, at a lower cost, than the LEV Program. This simply is not the case.
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MDE has included in its analysis every current and future motor vehicle emission control, including: new
federal standards, phase !l gasoline volatility control, federal reformulated gasoiine, enhanced
evaporative controls, transient/ evaporative I/ M, Stage |l refueling controls, and transportation control
measures. We have been open and above board on these issues and again have privately received
positive comments on our analyses.

COSTS OF LEVs

As with benefit projections, there are widely differing assessments of the cost of LEVs. However, of
greater concern are the figures being projected for the cost of gasoline. As already explained, there are
no fuel requirements associated with the adoption of the LEV Program in Maryland. We can definitively
say that there will be no increase in the price of gasoline associated with the adoption of the program.

California continues, nearly two years after there initial assessment, to project costs in the $170 per
vehicle range. Automakers project costs of approximately $1000 per vehicle. MDE continues to believe
that automakers have grossly overstated their figures, including such costs as a dedicated battery to
preheat electrically heated catalyst (EHC) systems. MDE is aware of functioning EHC systems which
utilize available capacity in the vehicle’s standard battery. It is also interesting to note that less than two
years ago, EHC preheat strategies were as long as 30 seconds before engine start. Preheat time is now

. _dawn to 5 seconds or less, and in some EHC strategies preheat is avoided aftagether. . Estimates-bya . .. - .

L7 private companyconducting- EHC.development in Maryland place the cost of such systems at around
$270 per vehicle. S
[ERF JERINN T S R TRV T e

We believe the real cost of vehicle production is far more likely to be in the range estimated by California
than that estimated by the autornaking industry. Automakers and petroleum companies have historically
overestimated the cost of poliution controls. In Maryland, one only has to look back a few years to
when petroleum industry sources were projecting cost increases of up to 10 cents per gallon due to the
~ adoption of gasoline vapor pressure requirements. Compare these estimates with the reality of a less

. than one cent per gallon increase. In fact, one cent per gallon per pound reduction has now become

 the accepted cost for-velatility control, even within the petroleum'industry. A
SUMMARY

MDE recognizes the uncertainty surrounding any program which pushes technology. However, we also
- realize that we can't get there from here. We can't achieve clean air goals without cleaner vehicles. So
while it is important to debate and to revise analyses as new data and information become available, it is
equally important not to get bogged down by extraneous issues or misinformation. We continue to
believe that the LEV Program is a critical part of Maryland's clean air strategy and urge early adoption of
enabling legisiation. There are enough safeguards built into the adoption process to allow Maryland to
abort should California elect to go down a route which is unpalatable to Marylanders. Further study by
"biue ribbon.panels* is only a delaying tactic, as such study will take piace informally throughout the next
several years.

‘To defeat the LEV bill in Maryland sends the wrong message to other states in the region. it would
indicate that Maryland is not willing to move forward and that other states should delay their own clean
air decisions. Instead, we can send a clear message: Maryland is serious about solving our air quality
problems and we expect other states to do the same. Only by such action can we avoid the pitfalls
associated with continued bureaucratic delay.



THE STATE OF

PENVSYLVAMA
CALIFORNIA

COMPARISON OF OZONE AND CARBON
MONOXIDE EXCEEDANCE DATA



LIGHT DUTY VEHICLE 50K EMISSION STANDARDS (G/MI)
{FLEET AVERAGE STANDARDS)

CALIFORNIA FEDERAL (CAA)

NMHC i CO | NOX | pM NMHC : co | NOX

PM

CURRENT

FLEET 0.39 7.0 0.40 0.08 0.41 3.4 1.0

0.20

1993 025 | 34 | 040 | 0.08 041 34 | g0

0.20

1994 025" 34 | 040 008 034 134 ! o078

0.15

1995 0231° 34 040 : 008 028 34 o052

0.10

1996 0225": 34 | o040 | o008 025 34 | o040 !

0.08

1997 0.202" 1 337 { 039 @ 008 025 34 i 040 !

0.08

NMOG*




EMISSION REDUCTION PROGRESS

Grams per Vehicle Mile Traveled

12 -

10.6

1960 1980 1997 1960 1980 1997 1960 1980 1997

Carbon Monoxide : _
(times 0.1) Hydrocarbons Nitrogen Oxides



CALIFORNIA’S STATE IMPLEMENTATION PLAN FOR CLEAN AIR
"THE MOST SEVERE AIR QUALITY PLAN IN THE WORLD"

UNIQUE CHARACTERISTICS:

¢ 30 MILLION POPULATION

¢ 23 MILLION VEHICLES

® 5TH LARGEST ECONOMY IN WORLD (GNP)

® 3RD LARGEST MOGAS CONSUMPTION IN WORLD
* MAJOR AIR BASINS

* BY FAR, WORST AIR QUALITY IN USA

RESPONSE:

¢ ENORMOUS TECHNICAL/REGULATORY STRUCTURE
- CARB/CEC 1000 + EMPLOYEES
- SCAQMD 1100 + EMPLOYEES

* ADOPTION OF EXTREME CONTROL MEASURES
e CALIFORNIA LEV PROGRAM
- 2 YEARS, 30 WORKSHOPS, HEARINGS, CONSULTANT STUDIES
- EXPANSIVE DIALOGUE, STAFF, AUTO/OIL, ACADEMIA, EPA
- 207 PAGE RULE AND STILL DEVELOPING
- 100'S OF EMPLOYEES

= $20 MILLION/YEAR BUDGET AND GROWING
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March 17, 1992

Dear Rep. Hayden and Members of the House Conservation Committee:

We the undersigned believe that Pennsylvania should require

Low Emission Vehicles (LEV) as a way of meeting the Federal Clean
Air Act (CAA) mandates. In Pennsylvania, automobiles emit
286,000 tons of nitrogen oxides (NOx) per year, which is more
than 30% of all the NOx emitted by man-made sources. LEV
technology will cut these NOx emissions in half. This reduction
would be comparable to Pennsylvanians driving 90 million fewer

. miles each day. According to the Northeast Ozone Transport
Commission, Pennsylvanla will fail to meet the CAA’s ozone
reduction requirements without LEVs.

NOx contribute to ground-level ozone, an ingredient of smog,
and also cause acid rain. Because NOx are nutrients, they
further degrade water quality by fueling algal blooms in
Pennsylvania’s lakes, streams and the Chesapeake Bay.

) LEVs are the most cost-effective way to meet the CAA’s ozone

' reduction requirements. The California Air Resources Board
estimates that LEV technology will add between $70-$170 to the

~ s . -price of a.car-depending: on. thé model. ' Reducing emissions which

form ozone at the tailpipe costs $800 - $1400 per ton of
reduction as compared to upwards of $15,000 per ton of reduction
for industrial sources. Requiring new car buyers to bear some of
the cost of controlling air pollution is a fair and prudent way
to pay for cleaner alr, clearer water and healthler people.

o We urge you to.re51st the pressures to -drop the provision
from HB 2196 to allow the state to require low emission vehicles.
LEVs are the only long-term way to address ozone and acid rain

pollution in the face of the rising population and the increasing
number of cars on our roads.
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Cutting Through the Rhetoric:
A Discussion of
Low Emissions Vehicle Issues

Maryland Department of the Environment

March 3, 1992
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LOW EMISSIONS VEHICLES

No environmental issue in recent memory has sparked controversy as widespread and as emotional as
the move to require the sale of California-equivalent Low Emissions Vehicles (LEVs) in Maryland. As with
any controversy, a number of issues have become rallying points for both opponents and proponents of
the LEV Program. Of special concemn is the release and promotion of misinformation designed to steer
debate away from the real issues. This pamphiet provides the facts regarding these diversionary issues.
With the facts in hand, the debate can be directed back to its primary focus - clean air.

GEOGRAPHY

By all definitions, Maryland is not California. However, claims have been made that the LEV Program is
a Los Angeles program and vehicles designed for that program may not perform well in areas with
dissimilar climates - like Maryland. The fact is, California has only one LEV Program. It applies
statewide to all vehicles, whether they are registered in the Sierra Nevadas or along the beaches of
Malibu. A quick referral to any almanac will reveal that the variability of the climate and topography of
California exceeds that of Maryland and the northeast. |f the program works in California, it will work

here; geography is simply not an issue.
SEVERITY OF OZONE PROBLEMS.

Much has been made regarding the severity of the ozone problem in Maryland compared to that in
- California: -In-fact, LEV opponents continue to publish figures indicating that Maryland averages five high
ozone days per year while California averages 211. However, using methodology identical to that 4—
utlhzed“‘By LEV opponents, the average number of ozone violation days in Maryland is between 15
(1989-1991 data) and 38 (1987-1989 data). P /"7‘~'1‘;"

Equally important is the fact that comparisons are being made between a state with a land area of over

* 150,000 square miles and one'with under 10,000 square miles. ‘On an equivalent area basis, the ozone
- problem in- California would have to be compared to that in the combined area of Northern Virginia, the
District of Columbia, Maryland, Delaware, Pennsylvania, New York, New Jersey, Connecticut, Rhode

Island, Massachusetts, Vermont, and New Hampshire. This area represents, with the exclusion of Maine, _/
the area covered by the Ozone Transport Commission. When one considers the fact that the population
density in this northeast area is approximately 2.5 times that of California, the extent of the northeast.

ozone probiem becomes evident. Ozone recognizes no state boundaries. The problem in the northeast

is as pervasive as that in California.

IMPACT ON THE PETROLEUM INDUSTRY

Simply stated, adoption of the LEV Program will not require the sale of California reformulated gasoline
in Maryland. This issue has been discussed ad nauseam, and the Administration’s bill was modified to© °
explicitly separate the LEV issue from any California fuel requirement.

Claims that "someone” will require states that adopt the LEV Prbgram to also adopt California
reformulated gasoline requirements are simply unfounded. Even if our air pollution reduction strategies
do not meet the goals we project, it will be up to MDE to select the programs necessary to make up the
shortfall. We cannot be forced to adopt any non-mandatory program.

ic‘{ /(/'7/ /L(’//TL»M/M cf L’L;-“/o/;'
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The petroleum industry would incur no additional burden under the Maryland LEV proposal. Whether we
adopt the LEV program or not, we expect the petroleum industry to sell federal reformulated gasoline in

Maryland beginning in 1995 as required under the federal Clean Air Act. Nothing more, nothing less.

VEHICLE WARRANTY IMPACTS

Of late, both the automotive and petroleum industries have been advancing the argument that
automakers will not warranty LEVs which do not burn California reformulated gasoline.  However, the
United States Environmental Protection Agency (USEPA) is the only entity which can make sucha -
determination. Vehicle emissions warranty coverage is a requirement, not a discretionary policy. =~
Automakers have no more control over the fuel sold in the U.S. than the petroleum industry has over the
vehicles their fuel is burned in. It is the responsibility of the USEPA to ensure that the two are
compatible.

The USEPA ensures vehicle/ fuel compatibility by requiring that all gasoline soid in the U.S. be either
“substantially similar* to the gasoline on which the vehicle was originally certified for sale, or demonstrate
through scientific testing that an alternative formulation not "substantially similar* will not degrade vehicle
emissions or performance.. Ali current and proposed reformulated gasoline specifications ~ both federal
and California - meet the USEPA definition of “substantially similar’. Automakers have no choice but to
warranty vehicles cemﬁed on California- reformulated gasoline and operated on' federal reformulated -
gasoline. ‘

- A better-Understanding of this situation restits tfom a look 4t the variability in specifications of gasoline ,
on the market today. None is equivalent to the formulation used for emissions certification purposes, yet
all meet warranty eligibility requirements. Gasoline is not a pure chemical. It is therefore subject to
widely ranging formulations between refiners, and even within the same refinery. Reformulated gasoline
specifications simply represent an effort to standardize gasoline formulations. In fact, the variability
between and California reformulated gaseline specifications is likely to be less than that of two
currently ommerc:ally-avallable gasollna .
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Ancther nmportant point to remember is that, like everyone else, Californians actually drive beyond state
boundaries. Will they risk losing their warranty coverage when they drive into Nevada and fill their fuel
tanks with gasoline which does not meet California reformulated gasoline specifications?

Automakers have no authority to refuse w coverage to vehicles buming legally saleable gasoline;
whether that gasoline meets federal reformulated or California reformulated specifications.

IMPACT OF CLEAN AIR ACT FLEET PROVISIONS

Under the federal Clean Air Act, fleets of 10 or more vehicles in the Baitimore and Washington
metropolitan areas will have to purchase LEVS even if the LEV program is not adopted. Since fleet

sales account for as much as 30% of new vehicle sales,Maryland auto dealers will be selling LEVSs.
Interestingly, if automakers could insist on the use of California reformulated gasoline in LEVSs, this fleet
program would require the petroleumn industry to supply it and, if only supplied directly to the fleet
refueling stations, would prohibit-fleet vehicles from refueling at retail gasoline outlets!

This fleet requirement makes it likely that one of the most controversial issues surrounding the LEV
Program, that of interstate sales, is not really an issue at all.
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REGISTRATION ISSUES

The issue of most concern to Maryiand auto dealers is that of interstate sales. To understand this issue,
one must understand that there are currently three different ways a vehicle can be certified for sale in the
U.S. A vehicle may be certified for sale in all 50 states (50-state vehicle), all states but California (49-
state vehicle), or only in California (California-only vehicle). Therefore, in any given state, two of these
three vehicle types may be sold. Outside of California, an individual may legally purchase either a 49-
state or 50-state vehicle. In California, and in Maryland if we adopt the LEV Program, purchases of

either 50-state or California-only vehicles are legal. The interstate issue exists only to the extent that .~
automakers fail to take the steps necessary to receive a 50-state certification.
e B

The federal Clean Air Act fleet provisions will in all likelihood render the interstate issue moot. Since
current California vehicle sales are limited to California, automakers can certify vehicles as California-only
vehicles without a market penalty. However, once sales of such vehicles are mandated outside
California (as is the case with the Clean Air Act fleet provisions) automakers will be forced to certify all
fleet-bound LEVs as 50-state vehicles. Therefore, it seems likely that the majority of California
certifications will be 50-state certifications in the future. As a result, it is irrelevant to compare current
certification practices to arrive at the conclusion that interstate sales will be prohibited.

LACK OF ANALYSIS OF LEV BENEFITS

¢ Claxms that MDE has not evaluated the beneﬁts assoclated wnth adoptlon of the LEV Program are slmply
fabrications. Equally important is the fact that LEV opponents are making it appear as though the
"' - UUSEPA has analyzéd the programi using a ‘computer model and determined that there is littte or no
benefit to adoption. To clarify this issue, it should be noted that an EPA computer model named
MOBILE4.1 is the accepted model in the automotive emissions field. It is used by automakers, the
petroleum industry, and state and federal regulators to evaluate motor vehicle emissions control
strategi%

 The USEPA has not provnded any estlmatee on the effectweneee of the LEV Program in reducing

___emissions. - Ifi fact, “the computer model as it exists cannot even predict LEV benefits. " Its internal

computer code must be modified to accomplish the task. The petroleum industry, automakers, and
MDE have all undertaken such modification and have analyzed the projected benefits of the program.
Differences in projections result from differing assumptions of the future. MDE's analysis shows
significant benefits. For example, the air poliution reductions resuiting from impiementation of the LEV
program are equal to the reductions which would be obtained by eliminating 25 million miles of vehicle
travel daily or ehmmatlng the emissions of 470 brewenes, or 14 Bethlehem Steels.

Of serious concern is the fact that automakers and the petroleum industry are portraying MDE’s analysis
as incomplete or nonexistent. MDE has met with representatives of these industries to discuss modeling
issues at a very technical level and has been praised by both for the level of detail and
compreherisiveness of our analysis. This is not to say that we agree on every assumption, but we have
reached a point where all parties understand the basis of the other's analyses. Only the future hoids all
the answers, but we believe that our projections are excellent. If anything, they are conservative
estimates of the benefits of the LEV. Program. T

'OTHER AVAILABLE CONTROLS

Claims have been made that MDE is ignoring aiternative pollution control strategies which would provide
greater benefits, at a lower cost, than the LEV Program. This simply is not the case.
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MDE has included in its analysis every current and future motor vehicle emission control, including: new
federal standards, phase !l gasoline volatility control, federal reformulated gasoiine, enhanced
evaporative controls, transient/ evaporative I/ M, Stage |l refueling controls, and transportation control
measures. We have been open and above board on these issues and again have privately received
positive comments on our analyses.

COSTS OF LEVs

As with benefit projections, there are widely differing assessments of the cost of LEVs. However, of
greater concern are the figures being projected for the cost of gasoline. As already explained, there are
no fuel requirements associated with the adoption of the LEV Program in Maryland. We can definitively
say that there will be no increase in the price of gasoline associated with the adoption of the program.

California continues, nearly two years after there initial assessment, to project costs in the $170 per
vehicle range. Automakers project costs of approximately $1000 per vehicle. MDE continues to believe
that automakers have grossly overstated their figures, including such costs as a dedicated battery to
preheat electrically heated catalyst (EHC) systems. MDE is aware of functioning EHC systems which
utilize available capacity in the vehicle’s standard battery. It is also interesting to note that less than two
years ago, EHC preheat strategies were as long as 30 seconds before engine start. Preheat time is now

. _dawn to 5 seconds or less, and in some EHC strategies preheat is avoided aftagether. . Estimates-bya . .. - .

L7 private companyconducting- EHC.development in Maryland place the cost of such systems at around
$270 per vehicle. S
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We believe the real cost of vehicle production is far more likely to be in the range estimated by California
than that estimated by the autornaking industry. Automakers and petroleum companies have historically
overestimated the cost of poliution controls. In Maryland, one only has to look back a few years to
when petroleum industry sources were projecting cost increases of up to 10 cents per gallon due to the
~ adoption of gasoline vapor pressure requirements. Compare these estimates with the reality of a less

. than one cent per gallon increase. In fact, one cent per gallon per pound reduction has now become

 the accepted cost for-velatility control, even within the petroleum'industry. A
SUMMARY

MDE recognizes the uncertainty surrounding any program which pushes technology. However, we also
- realize that we can't get there from here. We can't achieve clean air goals without cleaner vehicles. So
while it is important to debate and to revise analyses as new data and information become available, it is
equally important not to get bogged down by extraneous issues or misinformation. We continue to
believe that the LEV Program is a critical part of Maryland's clean air strategy and urge early adoption of
enabling legisiation. There are enough safeguards built into the adoption process to allow Maryland to
abort should California elect to go down a route which is unpalatable to Marylanders. Further study by
"biue ribbon.panels* is only a delaying tactic, as such study will take piace informally throughout the next
several years.

‘To defeat the LEV bill in Maryland sends the wrong message to other states in the region. it would
indicate that Maryland is not willing to move forward and that other states should delay their own clean
air decisions. Instead, we can send a clear message: Maryland is serious about solving our air quality
problems and we expect other states to do the same. Only by such action can we avoid the pitfalls
associated with continued bureaucratic delay.
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CALIFORNIA’S STATE IMPLEMENTATION PLAN FOR CLEAN AIR
"THE MOST SEVERE AIR QUALITY PLAN IN THE WORLD"

UNIQUE CHARACTERISTICS:

¢ 30 MILLION POPULATION

¢ 23 MILLION VEHICLES

® 5TH LARGEST ECONOMY IN WORLD (GNP)

® 3RD LARGEST MOGAS CONSUMPTION IN WORLD
* MAJOR AIR BASINS

* BY FAR, WORST AIR QUALITY IN USA

RESPONSE:

¢ ENORMOUS TECHNICAL/REGULATORY STRUCTURE
- CARB/CEC 1000 + EMPLOYEES
- SCAQMD 1100 + EMPLOYEES

* ADOPTION OF EXTREME CONTROL MEASURES
e CALIFORNIA LEV PROGRAM
- 2 YEARS, 30 WORKSHOPS, HEARINGS, CONSULTANT STUDIES
- EXPANSIVE DIALOGUE, STAFF, AUTO/OIL, ACADEMIA, EPA
- 207 PAGE RULE AND STILL DEVELOPING
- 100'S OF EMPLOYEES

= $20 MILLION/YEAR BUDGET AND GROWING



AVERAGE OZONE EXCEEDANCES

California

LA
Bkfid
Fresno
Sacram.
S.D.
Other

Pennsylvania
Phila, PA-NJ-DE
Pittsburgh
Reading
Allentown-Bethlem
Scranton-Wilkes Barr
Erie
Johnston
Harrisburg-Carisle
Altoona
York
Lancaster

| I | I ! Ll |

0o 20 40 60 80 100 120 140 160
Exceedance Days per Year
[



AVERAGE CO EXCEEDANCES

California
LA

Sacram.
Modesto
Fresno
S.D.
Other

Pennsylvania
Phila. PA-NJ-DE

I | |
o 20 40 60 80
% Exceedance Days per Year



	Air Resources Board.pdf
	Clean Air at a Reasonable Price- Article.pdf
	Combined Handouts.pdf
	Air Resources Board.pdf
	Clean Air at a Reasonable Price- Article.pdf
	Handout.pdf
	Maryland Department of the Environment- Handout.pdf
	The state of Pennsylvania vs. California- Comparison of Ozone and carbon Monoxide Exceedance Data.pdf

	Handout.pdf
	Maryland Department of the Environment- Handout.pdf
	The state of Pennsylvania vs. California- Comparison of Ozone and carbon Monoxide Exceedance Data.pdf

