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Report to the Board on a Health Update: Health Impacts of Air Pollution in the San
Joaquin Valley '

Pollution in the San Joaquin Valley is impacted by a number of different sources. A number of studies
have examined the heafth impacts of air pollutants in the Valley, including those associated with the
growing goods movement industry. This Health Update will focus on the latest studies on health
impacts from air poliution in the San Joaquin Valley.

Public Meeting to Consider the Approval of New Grants under the Innovative Clean Air
Technologies (ICAT) Program

In response to a public solicitation of applications, the ARB staff has received 20 project proposals
that are complete and efigible for ICAT grants. The proposals have been reviewed for the quality of
their innovative technologies, their potentials for reducing air pollution and for commercial application .
in California, their potential economic benefits for California, the quality of the proposed demonstration
projects, and their values to ARB’s programs. The ARB staff is recommending grants for twelve of the
proposed projects.

Public Meeting to Update the Board on the Central California Air Quality Studies

Staff will make a presentation on the key findings from two mufti-miffion dollar studies of partficulate
matter and ozone in Central California colfectively known as the Ceniral California Air Quality Studies.
These studies are providing the sclentific foundation for upcoming State Implementation Plans
addressing the federal PMZ2.5 and 8-hour ozone standards. The Board will also take this opportunity
to honor Board member Barbara Patrick for her service as Chair of the Policy Committee guiding
these studies.

Consider Proposed Emergency Amendments to the Statewide Portable Equipment
Registration Program {PERP) Regulation and the Airborne Toxic Control Measure {ATCM) for
Diesel-Fueled Portable Engines and the Airborne Toxic Control Measure for Compression-
lgnition Engines

Staff is proposing amendments to the PERP regufation that would allow additional engines into the
program providing certain criteria are met.

CONTINUATION FROM THE SEPTEMBER 28 BOARD MEETING:
Public Hearing to Consider Proposed Amendments to the Chromium Plating Regulation

The staff is proposing amendments to the Chromium Plating ATCM to reduce the cancer risk
posed by hexavalent chromium emissions. Hexavalent chromium is @ human carcinogen. The
proposed amendments would phase-in best available control technology to reduce hexavalent
chromium emissions from chromium plating and chromic acid anodizing facilities.
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06-11-5:

06-11-6:

06-11-7:

06-11-8:

Public Hearing to Consider Amendments to California’s Emission Warranty Information
Reporting and Recall Regulations and Emission Test Procedures

Staff is proposing amendments fo the Emission Warranty Information Reporting and Recall
regufations that determine the required corrective action by manufacturers when their warranty
claims exceed a four percent failure rate for emission related components. Staff is proposing that
once a frue four percent failure rate is established, manufacturers will be required to either extend
their warranties fo 15 years or 150,000 miles for light-duty vehicles, or 10 years or 200,000 miles or
60600 hours for heavy-duty vehicles, or in some cases conduct a recall for the emission component.
in all cases, the replacement part must be an improved part.

Public Hearing to Consider Proposed Amendments to the Voluntary Accelerated Vehicle
Retirement Regulation

The proposed amendments to the Voluntary Accelerated Vehicle Retirement (VAVR) regulation would
authorize the optional use of remote sensing devices and other technologies to identify high emitting
vehicles as possible candidates for volurtary retirement.

Public Meeting to Consider Proposed Revisions to the Carl Moyer Program Guidelines:
Light-Duty Vehicle Chapter

Staff is proposing updates to the Carl Moyer Program Guidelines for light-duty vehicles. These
changes would add provisions for high emitter VAVR programs consistent with proposed changes to
the VAVR regulation as well as add project critetia for voluntary repair of vehicle programs.

Report to the Board on the Allocation of $25 million for New Public Agency Low-Emission
Construction Equipment

Staff wilf update the Board regarding the proposal for expenditure of $25 million for the purchase of
low-amission construction equipment for public agencies.

CLOSED SESSION - LITIGATION

The Board wilf hold a closed session as authorized by Government Code section 11126(e) to
confer with, and receive advice from, its legal counsel regarding the folllowing pending litigation: .

Central Valley Chrysler-Jeep, Inc. et al. v. Mﬁtherspoon U.S. District Court (E.D. Cal. — Fresno),
No. CIV-F-04-6663 REC LJO.

Fresno Dodge, Inc. et. al. v. California Air Resources Board and Witherspoon, Superior Court of
California {Fresno County}, Case No. 04CE CG03498.

General Motors Corp. et. al. v. California Air Resources Board and Witherspoon, Superior Court
of California (Fresno County), No. 05CE CG02787.

Massachusetts v. E.P.A., 4158 F. 3d 50 (D.C. Circ. 2005), Certiorari granted, 126 S. Ct. 2960
fJune 26, 2006.)
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OPPORTUNITY FOR MEMBERS OF THE BOARD TO COMMENT ON MATTERS OF INTEREST.

Board members may identify matters they would like to have noticed for consideration at future mestings
and comment on topics of interest; no formal action on these topics will be taken without further notice.

OPEN SESSION TO PROVIDE AN OPPORTUNITY FOR MEMBERS OF THE PUBLIC TO ADDRESS
THE BOARD ON SUBJECT MATTERS WITHIN THE JURISDICTION OF THE BOARD.

Although no formal Board action may be taken, the Board is allowing an opportunity to interested members of

. the public to address the Board on items of interest that are within the Board's jurisdiction, but that do not
specifically appear on the agenda. Each person will be allowed a maximum of three minutes fo ensure that
everyone has a chance fo speak. :

TO SUBMIT WRITTEN COMMENTS ON AN AGENDA ITEM IN ADVANCE OF THE MEETING GO TO:
http:/fwww.arb.ca.govilispub/comm/belist. php

IF YOU HAVE ANY QUESTIONS, (916) 322-5594
PLEASE CONTACT THE CLERK OF THE BOARD FAX: (916) 322-3928
1001 | Street, 23" Floor, Sacramento, CA 95814 . ARB Homepage: www.arb.ca.gov

To request special accommodation or language needs, please contact the following:

« Forindividuals with sensory disabilities, this document is available in Braille, large print,
audiocassette or computer disk. Please contact ARB's Disability Coordinator at 916-323-4916
by voice or through the California Relay Services at 711, to place your request for disability
services.

e If you are a person with limited English and would like to request interpreter services to be
available at the Board meeting, please contact ARB's Bilingual Manager at 916-323-7053.

THE AGENDA ITEMS LISTED ABOVE MAY BE CONSIDERED IN A DIFFERENT ORDEﬁ AT THE
BOARD MEETING.

SMOKING IS NOT PERMITTED AT ME_ETINGS OF THE CALIFORNIA AIR RESOURCES BOARD
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CALIFORNIA AIR RESOURCES BOARD

‘NOTICE OF PUBLIC MEETING TO CONSIDER THE APPROVAL. OF GRANTS
UNDER THE INNOVATIVE CLEAN AIR TECHNOLOGIES (ICAT) PROGRAM

The Air Resources Board (the Board or ARB) will conduct a public meeting at the time
and place noted below to consider the approval of grants under the innovative Clean Air
Technologies (ICAT).program.

DATE: December 7, 2006

TIME:  9:00am.

PLACE: Kern County Board of Supervisors
1115 Truxtun Avenue
Board Chambers, 1st Floor
Bakersfield, CA 93301

This item will be considered at a two-day meeting-of the Board, which will commence at
" 9:00 a.m., December 7, 2006, and may continue at 8:30 a.m., December 8, 2008. This
item may not be considered until December 8, 2006. Please consult the agenda for the
meeting, which will be available atleast 10 days.

For individuals with sensory disabilities, this document is available in Braille, large print,
audiocassette or computer disk. Please contact ARB's Disability Coordinator at
916-323-4916 by voice or through the California Relay Services at 711, to place your

. request for disability services. If you are a person with fimited English and would like to
request interpreter services, please contact ARB's Bilingual Manager at 916-323-7053.

The Board's ICAT program-co-funds demonstrations of new technologies that can
improve air-quality in California and support ARB .programs while helping to stimulate
the state’s economy. The ARB staff will recommend that the Board approve co-funding
for twelve projects that were received in response fo a public solicitation. These
projects were selected because they address important ARB program needs, are
technically sound, can reduce emissions, and can succeed commercially within a few
'years. The Board will consider proposed resolutions to approve co-funding for these
projects at its meeting.

The ARB staff will provide an oral presentation at the meeting. The projects to be
considered are the following:

Proposal Number 49, -entitled "Heavy-Duty Electric Transit Bus Using Modular
Lithium Battery Packs,” submitted by Artium Technologies for a total amount not
1o -exceed $290,000;
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Proposal Number 81, entitled “Assessment of an Advanced Method for
Measurement of the Solid Carbonaceous {(Soot) Component.of Mobile Source
Particulate Matter,” submitted by Artium Technologies, Inc, for a total amount not
to exceed $200,000;

Proposal Number 15, entitled “Adaptive Low Emission Microturbine Generator for
Renewable Fuels,” submitted by the University of California, Irvine, for a total
amount not to exceed $215,000;

3Propdsa‘l Number 84, entitled “Retrofit DPF+SCR System for Diesel .THa-rborcra'ft,'”
submitted by Engine, Fuel, and Emissions Engineering, Inc., for a total amount
not to exceed $151,170;

‘Proposal Number 8, entitled “Particulate Measurement (PM) Devices, submitted
by Environmental Systems Products Holdings, Inc. for a total amount not to
exceed $250,000;

Proposal Number 86, entitled “Retrofit SCR for NOx Emission Reduction Using
Crystalline Matrix Storage for Ammonia,” submitted by Extengine Transport
Systems, LLC, for a total amount not to exceed $157,000;

Proposal Number 46, entitied "Mobile Off-Road Retrofit SCRT Demonstration
Project,” submitted by Johnson Matthey, inc., for a total amount not to exceed
$70,000,

Proposal Number 65, entitled “Development, Demonstration,
& Commercialization of a 0.20 g/hp-hr NOx Natural Gas Engine,” submitted
by Cummins Westport, for a total amount not to exceed $250,000.

Proposal Number 108, entitled "Development and Demonstration of a Low
‘Emissions 4-stroke Quitboard Marine Engine Utilizing Catalyst Technology,”
submitted by Mercury Marine, for a total amount not 1o exceed $475,000.

Proposal Number 12, entitled “L.aser Strip: A Portable Hand Held Laser Stripping
Device for Reducing VOC, Toxic and Particulate Emissions,” submitted by the
Institute for Research and-Technical Assistance (IRTA), for a total amount not to
exceed $200,059.

" Proposal Number 58, entitied "Mobile NOx and PM Aftertreatment System Field
Trial,” submitted by NxtGen Emission Controls Inc., for.a total amount not to
exceed $200,000.

Proposal Number 99, entitled “Maximus Stop-Fill Unit Demonstration,” submitted
by the ADEPT Group, Inc., for a total:amount not to exceed $150,200.
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Interested members -of the public may also present:comments orally or in writing at the
meeting, and in-writing or by-email before the meeting. To be considered by the Board,
‘written comments submissions not physically submitted at the meeting must be
received no later than 12:00 hoon, December 6, 2008, and addressed to the

following:

Postal mait: Clerk of the Board, Air Resources Board
1001 | Street, Sacramento, California 95814

Electronic submittal : http://www.arb.ca.gov/lispub/comm/bclist.php

Facsimile 'submittal: (916) 322-3928

The Board requests, but does not require 30 .copies of any written submission. Also,
the ARB requests that written and email statements be filed at least 10 .days prior o the
meeting so that ARB staff.and Board members have time to fully consider each
comment. Further inquiries regarding this matter should be directed Kevin Cleary at

916-323-1505 or kcleary@arb.ca.gov.
CALIFORNIA AIR RESOURCES BOARD

/ i Cathenne Wltherspoon
Executive Officer

Date: Noverﬁ‘ber 21, 2006






NOTICE OF POSTPONEMENT
TITLE 13. CALIFORNIA AIR RESOURCES BOARD

'NOTICE OF PUBLIC HEARING TO CONSIDER AMENDMENTS TO THE
HEXAVALENT CHROMIUM AIRBORNE TOXIC CONTROL MEASURE FOR
CHROME PLATING AND CHROMIC ACID ANODIZING OPERATIONS

The Air Resources Board (the Board or ARB) will conduct a continuation of a public
‘hearing at the time and place noted below o consider adopting amendments to the
existing Hexavalent Chromium Airborne Toxic Control Measure (ATCM) for Chrome
Plating and Chromic Acid Anodizing Operations {Chromium Plating ATCM). This item
was originally heard at the September 28, 2006 board hearing and was continued ‘to
the November 16, 2006 Board Hearing. Please be-advised the item will not be heard
at the November 16, 2006 Board hearing .and is being postpened to our December 7,
2006 Board hearing.at the date, time, and place listed below. '

DATE: December 7, 2006

TIME: 9:00a.m.

PLACE: Kern County Board -of Supervisors-
1115 Truxtun Avenue
Board Chambers, 1st Floor
Bakersfield, CA 93301

This item will be considered at a two-day meeting of the Board, which will commence at

9:00 a.m., December 7, 2006, and may continue at 8:30 a.m., December 8, 2006. This

item may not be considered until December 8, 2006. Please consuit the agenda for the

meeting, which'will be available at least 10 days before December 7, 2006 to
determine the day on which this item will ‘be considered.

For individuals with sensory disabilities, this document is available in Braille, large print,

audiocassette, or computer disk. Please contact ARB's Disability Coordinator at
{916) 323-4916 by voice or through the California Relay Services at 711, to place your
request for disability services. If you are a person with limited English and would like to

request interpreter services, please contact ARB’s Bilingual Manager at (816) 323-7053.

THE CONTINUED HEARING

The continued hearing will be conducted as described in-the eriginal notice, except that
written submissions must be addressed to and received by the Clerk of the Board as
described below. Alf comments submitted for the September 28, 2006, hearing will
remain part of the rulemaking record. The original notice, the ISOR‘and ali subsequent
regulatory documents, including the FSOR when completed, are or will be available on
the ARB Internet site for this rulemaking at



www.arb.ca.qov/reqact/ch-romOGIChromeOG.htm and are available as described in the
original notice.

SUBMITTAL OF COMMENTS

The public may present comments relating to this matter orally or in writing at the

hearing, and in writing or by email before the hearing. To be considered by the Board,
written submissions not physically submitted at the hearing must be received no later
than 12:00 noon, December 6, 2006, and addressed to the following:

Postal mail is to be sent to:

Clerk of the Board, Air Resources Board
1001 | Street, Sacramento, California 95814

Electronic submittal: http://www.arb.ca.gov/lispub/comm/bclist.php

Facsimile submittal: (916) 322-3928

The Board requests but does not require 30 copies of any written statement be
submitted and that all written statements be filed at ieast ten days prior to the hearing
so that ARB staff and Board Members have time to fully consider each comment. The
Board encourages members of the public to bring to the attention of staff in advance of
the hearing any suggestions for modification of the proposed regulatory action.

Inquiries concerning the substance of the proposed regulation may be directed to the
designated agency contact persons, Carla Takemoto, Manager of the Technical
Evaluation Section, at (916) 324-8028 or by email at ctakemot@arb.ca.gov, or
Shobna Sahni, Air Pollution Specialist, at (626) 575-7039 or by email at
spandhoh@arb.ca.gov.

CALIFORNIA AIR RESOURCES BOARD

Catherine Witherspoon
Executive Officer

Date: November 8, 2006

S



" TITLE 13. CALIFORNIA AIR RESOURCES BOARD

NOTICE OF PUBLIC HEARING TO CONSIDER AMENDMENTS TO CALIFORNIA’S
'EMISSION WARRANTY INFORMATION REPORTING AND RECALL REGULATIONS
AND EMISSION TEST PROCEDURES

. The Air'Resources Board (the Board or ARB) will conduct a public hearing at the time

" and place noted below to consider amendments to California’s Emission Warranty
Information Reporting (EWIR) and recall regulations and emission test procedures. The
proposed amendments would revise, clarify and make specific vehicle and engine
manufacturers’ responsibilities regarding the reporting of emission-related warranty
activities and required corrective action for systemic emission-control defects identified

through the EWIR Program.
DATE: December 7, 2006
TIME: 9:00 a.m.

. PLACE: Kern County Board of Supervisors
Board Chambers _
1115 Truxtun Avenue,1® Floor
Bakersfield, CA 93301

This item will be considered at a two-day meeting of the Board, which will commence at
9:00 a.m., December 7, 2006, and may continue at 8:30 a.m., December 8, 2006. This

item may not be considered until December 8, 2008. ‘Please consult the agenda for the
meeting, which will be available at least 10 days before December 7, 2006 to determine

the day on which this item will be considered.

. For m-dmdualzs ‘with sensory disabilities, this document is available in Braille, large print,
audiocassette ‘or computer disk. Please contact ARB's Disability Coordinator at

{916) 323-4916 by voice or through the California Relay Services at 711, to place your

request for disability services. 1f you are a person with limited English and would like to

request interpreter services, please contact ARB's Bilingual Manager at (916) 323-7053.

INFORMATIVE DIGEST OF PROPOSED ACTION AND POLICY STATEMENT
OVERVIEW -

Sections Affected: Proposed amendments to title 13, California Code of Regulations
{CCR), sections 1958(c), 2111, 2122, 2136 and 2141; adoption of new article 5,
“Procedures for Reporting Failures of Emission-Related Equipment and Required
Corrective Action,” with new sections 2166-2174, in title 13, CCR, division 3, chapter 2;
and proposed amendments to the foliowing title 13 regulations andthe documents
incorporated therein: section 1261(d) and the "California Exhaust Emission Standards
And Test Procedures For 2001 And Subsequent Model Passenger Cars, Light-Duty
Trucks And Medium-Duty Vehicles,” section 1956.8(b) and the “California Exhaust



10 ’

Emission Standards and Test Procedures for 2004 and Subsequent Model Heavy-Duty
Diesel-Engines and Vehicles,” section 1956.8(d) and the “California Exhaust Emission
Standards and Test Procedures for 2004 and Subsequent Model Heavy-Duty Otto-
Cycle Engines,” section 1976(c) and the “California Evaporative Emission Standards
and Test Procedures for 1978 and Subsequent Model Motor Vehicles,” and section
1978(b) and the incorporated “California Refueling Emission Standards and Test
Procedures for 2001 and Subsequent Model Motor Vehicles.”

Background: California Health and Safety Code (H & S Code) section 43105
authorizes ARB to order a recall or other corrective action for violations of its emission
standards or test procedures. Under this same authority, ARB has wide discretion to
determine the facts constituting compliance with these emission standards and test
procedures, to fashion corrective action, including recalls and other remedies, for
noncompliance, and to adopt procedures for making these determinations. H & S Code
section 43106 reqguires that production vehicles or engines must in all material respects
be substantially the same as the certification test vehicles manufacturer use to obtain

ARB’s certification.

In 1982, the Board adopted regulations that established ARB’s first in-use vehicle recall
program. The regulations were intended to reduce vehicular emissions by: (1) ensuring
that noncompliant vehicles are identified, recalled, and repaired to meet the applicable
emission standards and comply with the test procedures in custemer use; and

(2) encouraging manufacturers to improve the design and durability of emission control
components to avoid the expense and adverse publicity of a recall.

in 1988, as an expansion to the 1982 in-use program, ARB adopted the Emissions

Warranty Information Reporting (EWIR) regulations (titie 13, CCR, sections 2141-2149)

for tracking emission-control component defects affecting on-road vehicles. The EWIR

regulations require manufacturers to review all emission-related warranty claims on a

quarterly basis to determine the number of repairs or replacements made for-each g
component. Each manufacturer must report warranty activity that exceeds a.one
percent level and has additional reporting requirements when a compeonent’s warranty
claim rate exceeds four percent on an engine family or test group basis. When an :
emission-control component's EWIR rate exceeds a true four percent level, the defect is |
considered to be systemic in nature. Should in-use vehicles or engines exhibit a '
systemic defect and the manufacturer's EWIR submittals acknowledge that fact, the
staff considers the situation to be a violation of test procedure requirements and
possibly emission standards. The warranty reporting regulations apply to all on-road
- 1990 and newer model-year passenger cars, light-, medium-, and heavy-duty trucks, ;,
California-certified engines used in such vehicles, and motorcycles,

In some cases, usually involving relatively small vehicle populations or simple defects,

in which manufacturers have reported valid warranty claims in excess of four percent for
an emission control device manufacturers have agreed to correct the situation by
recalling the affected vehicles and installing more durable emission control devices. In
other cases manufacturers have agreed to extend the emission control warranties on
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the components:in question. :In‘many other cases, however no corrective action has
‘occurred. In two notabie cases that involved large vehicle populations and more
complex defects, Daimler-Chrysler Corporation and Toyota Motor Corporation claimed
{over ARB’s objection) that despite evidence of a pervasive defect in the.emission
control components or systems of their vehicles, the ARB was not authorized to order
that the defect be corrected since the affected vehicles allegedly did not-exceed
emission standards, on average for all vehicles, over their useful lives.

. The Toyota case was litigated and an administrative law judge upheid Toyota’s claim.
As a result, Toyota did not correct the defects ARB had determined to existin the
on-board diagnostic {(OBD) systems in over 300,000 of its vehicles in California. In
response, the Board amended the OBD regulations te enhance their enforceability so
that should a similar OBD defect occur in the future, corrective action would result.

The Daimler-Chrysler case involved dozens of models, sold over several years, many of
whose catalytic converter substrates disintegrated in use. Despite ample evidence that
the catalyst design was defective and that-catalysts were failing in-use, ARB was not
able to show that for each individual model the catalyst failure would result in the
subject vehicles exceeding emission standards, on average, during the vehicles’ useful

life. The result was a 2005 settlement agreement in which Daimler-Chrysler agreed,
among other things, to remedy only 27 percent .of the vehicles that contained the
catalyst that ARB had determined to be defective. ‘Had the proposed amendments
discussed below been in place, staff believes most of the Chrysler vehicles involved in
that matter would have undergone corrective action and that corrective action would
have been implemented in many other cases where hlgh warranty claims rates

occurred.

Proposed Amendments: ‘Based on the Board's statutory authority and its experlence
in the lmplementatfon and administration of the EWIR regulations, the staff has
identified three -aspects of the-existing regulation that need improvement, specifically:
(1) the proof required to demonstrate viclations of ARB’s emission standards or test
procedures, (2) the corrective actions available to ARB to address the violations and,
{3) the way emissions warranty irfformation is reported to ARB. The proposed
amendments target these aspects of the current regulations and, if adopted, will resuit
* in corrective action to more vehicles that have defective emission control devices or
-gystems, thereby reducing emissions.

After it adopted the EWIR regulations, the Board adopted regulations {title 13, CCR,
sections 1968.1-1968.5) requiring OBD systems on most new vehicles sold in the state.
These requirements offer ways of determining vehicles’ compliance with emission
'standards and test procedure requirements that were not taken inte account when the
EWIR regulations were originally adopted. The proposal would capitalize on the ability
of the now mature OBD program to-detect failing componenits, prompt drivers to seek
repairs and ensure that vehicles with systemic émission control defects :are corrected by
the vehicle manufacturers in a more timely and effective - manner than is ocourring under
the current regulations. The staff's proposal would also streamline administration and
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reduce program reporting. The staff also proposes to fink directly the exceedances of
emissions warranty reporting levels with ARB's durability certification test procedures.
The proposed amendments would take effect with the 2010 modei year.

(1) Proof of Violations: Staff proposes a change in the proof necessary for determining
if a group of vehicles is in violation of emission standards or test procedures. Under
staff's proposal, once a group of vehicles exceeds a valid warranty claim rate threshold
of four percent or 50 vehicles, whichever is greater, (“warranty claims threshold”) it
would be considered to be in violation of test procedures and possibly emission
standards and the manufacturer would be required to implement a recall and/or other
corrective action, as specified. The existing standard that a class or category of vehicles
must exceed an emission standard on average over its useful life would be eliminated.

(2) Corrective action: Under the staff's proposal, if the warranty claims threshold is
exceeded for an exhaust after-treatment device, the Executive Officer may order a
recall and/or other corrective action, including an extended warranty, but recall would be
the remedy that would be considered first. if the warranty claims threshold is exceeded
for emissions components other than exhaust after-treatment devices, the Executive
Officer may also order a recall and/or other corrective action, including an extended
warranty, but the extended warranty would be the remedy that would be considered
first. For vehicles with malfunctioning on-board computers, vehicles not equipped with
OBD, or vehicles equipped with OBD systems that do not function properly, a recall
and/or corrective action, including an extended warranty, would be required when the
warranty claims threshold is exceeded for any emissions component, with the recall
remedy being considered first. All replacement parts would be required to be of
improved quality and durability. In some cases, extended warranties could be required
for periods beyond the affected vehicles’ useful lives. The proposed amendments
would make it clear that manufacturers may request hearings when recalls are ordered,
and that the record would be limited to the information generated in the emissions
warranty reports and any other information required by the Executive Officer up to the
date of the recall order. Consistent with statute, under the staff's proposal hearings
would not be available when other types of corrective action besides recall are ordered,
but parties would retain all rights to challenge such orders in court.

(3)_Reporting: The proposal would increase the threshold for which an EWIR is
required from one percent to four percent or 50 claims (whichever is greater) for al
model vehicles subject to reporting requirements. Follow up EWIR reports wouid be
required on an annual basis, rather than quarterly. When the unverified warranty claims
rate reaches ten percent, a Supplemental Emissions Warranty Information Report
(SEWIR) would be required. The SEWIR replaces the FIR, which currently is issued
when an unverified claims rate exceeds four percent. The SEWIR would determine the
valid claims rate, and if above four percent would trigger the corrective action process.
The FIR report would no longer be required.
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COMPARABLE FEDERAL REGULATIONS

Current Califorria emissions warranty reporting requirements are more stringent and
.comprehensive than their federal counterparts. (See, generally 40 C.F.R. Part 85, in
particular 40 C.F.R. sections section 85.1901 and 85.1903.) Federal law requires a
onetime report — the emissions-defect information report (EDIR) - describing the defect,
the vehicles it affects and its impact-on emissions. California law calls for similar
information to the EDIR, butrequires the manufacturer to file follow-up reports for
escalating failure rates — the three progressive reports (EWIR, FIR and EIR) which are
discussed above. Unlike federal law, California law explicitly ties the warranty
information to the recall process, requiring the ARB to evaluate the need for.a recalt
after the submission-of the EIR. {title 13, CCR, section 2148.) Federal law hasa
different, potentially less stringent standard for-ordering vehicle recalls than California
does. Federal law allows a recall when a substantial number .of vehicles do not conform
to emission standards (42 U.S.C. section 7541(c)), whiie California regulations require a
-demonstration that a class or category of vehicles ‘contains a defect that will cause the
vehicles on average to exceed emission standards over their.useful lives. In 1890,

U.8. Environmental Protection Agency formally found that ARB’s ernissions warranty
reporting and recall regulations were within the scope of previous waivers of federal

preemption. (55 Fed. Reg. 28823 (July 13, 1990).)

Although they are somewhat different, the two reporting regimes and the two recall
standards have been comparably effective in prompting recalls where manufacturers
‘have agreed to assume responsibility for correcting emissions related defects —but both
the federal and state regulations have -had limited success where manufacturers object
to and contest the recails, especially in complex cases. If adopted, the proposed
amendments would modify :and streamline California's requirements for defect
reporting. These requirements would still be more extensive than the comparable
federal requirements. The proposed amendments would also provide additional
grounds for requiring a vehicle recall or.other corrective action to remedy systemic
defects revealed in emissions warranty reporting which could be proven without the
resource intensive emissions testing that is required under current federal faw and
California regulations. This might lead to the implementation of more recalls or remedial
actions when high rates of warranty failures are reported, than would be the case under
current California or federal law in this area.

AVAILABILITY OF DOCUMENTS AND AGENCY CONTACT PERSONS

The Board staff has prepared a Staff Report: initial Statement of Reasons (ISOR) for
the proposed regulatory action, which includes a summary of the environmental and
economic impacts of the proposal. The report is entitied: “Staff Report: initial
Statement of Reasons for the Proposed Rulemaking — Public Hearing to Amend -
California’s Emission Warranty Information Reporting and Recall Rergulations and

Emission Test Procedures
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Copies of the ISOR and the full text of the proposed regulatory language, in underline
and strikeout format to allow for comparison with the existing regulations, may be
accessed on the ARB's website listed below, or may be obtained from the Public
information Office, Air Resources Board, 1001 [ Street, Visitors and Environmental
Services Center, 1% Floor, Sacramento, California 95814, (916) 322-2990 at least 45
days prior to the scheduled hearing on December 7, 2006.

Upon its completion, the Final Statement of Reasons (FSOR) will be available and
copies may be requested from the agency contact persons in this notice, or may be
accessed on the ARB’s website listed below,

Inquiries concerning the substance of the proposed regulation may be directed to the
designated agency contact persons: Mr. Tom Valencia, Air Pollution Specialist, Field
Inspection and Testing Section, at (626) 575-6726, or tvalenci@arb.ca.gov, or Mr. Tony
Dickerson, Air Resources Engineer, Field Inspection and Testing Section, at

(626) 459-4350 or tdickers@arb.ca.gov.

Further, the agency representative and designated back-up contact person to whom
non-substantive inquiries concerning the proposed administrative action may be
directed is Alexa Malik, Regulations Coordinator, (916) 322-4011. The Board has
compilted a record for this rulemaking action, which includes all the information upon
which the proposal is based. This material is available for inspection upon request fo
the contact persons. -

This notice, the ISOR and all subsequent regulatory documents, including the FSOR,
when completed, are available on the ARB Intemnet site for this rulemaking at
www.arb.ca.gov/regact/recali06/recall08.htm.

COSTS TO PUBLIC AGENCIES AND TO BUSINESSES AND PERSONS AFFECTED

The determinations of the Board's Executive Officer concerning the costs or savings
necessarily incurred by public agencies and private persons and businesses in
reasonable compliance with the proposed regulations are presented below.

Pursuant to Government Code sections 11346.5(a)(b) and 11346.5(a)(8), the Executive
Officer has determined that the proposed regulatory action will create costs to the ARB.
The ARB is expected to incur ongoing costs of approximately $200,000 per year for two
additional staff to implement the regulation and enforce compliance. Costs would not
be created to any other state agency, or in federal funding to the state. The regulation
will not create costs or mandate to any local agency or school district whether or not
reimbursable by the state pursuant to part 7 (commencing with section 17500),

division 4, title 2 of the Government Code, or other nondiscretionary cost or savings to
state or local agencies.

The businesses to which the proposed requirements are addressed and for which
compliance would be required are manufacturers of California motor vehicles. There
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are presently 35 domestic and foreign corporations that manufacture California-certified
passenger cars, light-duty trucks, and medium-duty gasoline and diesel fueled vehicles
that would be subject to the proposed amendments, 20 heavy-duty engine
manufacturers, and over 60 motorcycle manufacturers. ‘Only one motor vehicle
manufacturing plant {(NUMMI) is Iocated in California.

in developing this regulatory proposal, the ARB staff evaluated the potential economic
impacts on representative private persons orbusinesses. Costs to the manufacturers
should be reduced by the significantly minimized reporting requirement. Because
manufacturers are fully expected, and required, to comply with the regulations,
enforcement costs fo manufacturers should alse be negligible. However, to the extent
theregulations increase the number of corrective actions implemented, costs to those
manufacturers that have produced vehicles with defective components may increase.
Staff estimates that the industry wide cost will ‘be roughly equtvalemt to current costs,

however.

The Executive Officer has made an initial determination that the proposed regulatory

action will not-have a significant statewide adverse economic impact directly affecting

businesses, including the ability of California businesses to compete with businesses in

~ other states, or on representative private persons. Again, any cost impacts are
expected to be slight, absorbable or positive.

in accordance with Government Code section 113486.3, the Executive Officer-has
determined that the proposed regulatory action will not affect the creation or elimination
of jobs within the State of California, the creation of new businesses or elimination of
existing businesses within the State of California, or the .expansion of businesses
currently doing business within the State of California. Any impact on businesses in
Callifornia is expected to be slight, absorbable or positive. A detailed assessment of the
economic impacts of the proposed regulatory action can be found in the ISOR.

The Executive Officer has also determined, pursuant fo titie 1, CCR, section 4, 'thet the
proposed regulatory action will .not affect small businesses because the cost impacts
are. expected to be slight, absorbable or positive. _

In accordance with Government Code sections 11346.3(c) and 11346.5(a){11), the
Executive Officer has found that the reporting requirements of the regulation which
apply to businesses are necessary for the health, safety, and welfare of the people of
the State of California. : '

Before taking final action on the proposed regulatory action, the Board must determine
that no reasonable alternative considered by the board or that has otherwise been
identified and brought to the attention of the board would be more effective in carrying
out the purpose for which the action is proposed or would be as effective and iess
burdensome to affected private persons than the proposed action.

b e e T i e
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SUBMITTAL OF COMMENTS

The public may present comments relating to this matter orally or in writing at the
hearing, and in writing or by email before the hearing. To be considered by the

Board, written submissions not physically submitted at the hearing must be received no
later than 12:00 noon, December 6, 2006, and addressed to the following:

Postal mail: Clerk of the Board, Air Resources Board
1001 | Street, Sacramento, California 95814

Electronic submittal: http.//www.arb.ca.gov/lispub/commybclist.php

Facsimile submittal: (916) 322-3928

The Board requests but does not require that 30 copies of any written statement be
submitted and that all written statements be filed at least 10 days prior to the hearing so
that ARB staff and Board Members have time to fully consider each comment. The
board encourages members of the pubiic to bring to the attention of staff in advance of
the hearing any suggestions for modification of the proposed regulatory action.

STATUTORY AUTHORITY AND REFERENCES

This regulatory action is proposed under that authority granted in Health and Safety
Code, sections 39600, 39601, and 43105. This action is proposed to implement,
interpret and make specific sections Health and Safety Code sections 43000, 43009.5,
43018, 43101, 43104, 43105, 43106, 43107 and 43204-43205.5.

HEARING PROCEDURES

The public hearing will be conducted in accordance with the California Administrative
Procedure Act, title 2, division 3, part 1, chapter 3.5 (commencing with section 11340} of
the Government Code.

Following the public hearing, the Board may adopt the regulatory language as originally
proposed, or with nonsubstantial or grammatical modifications. The Board may also
adopt the proposed regulatory language with other modifications if the text as modified
is sufficiently related to the originally proposed text that the public was adequately
placed on notice that the regulatory language as modified could result from the
proposed regulatory action; in such event the full regulatory text, with the modifications
clearly indicated, will be made avaitable to the public, for written comment, at least

15 days before it is adopted.



The public may request a copy of the modified regulatory text from the ARB’s Public
Information Office, Air Resources Board, 1001 | Street, Visitors and Environmental
Services Center, 1* Floor, Sacramento, CA 95814, (916) 322-2990.

CALIFORNIA AIR RESOURCES BOARD

Catherine Witherspoon
Executive Officer

'D'ate: Qctober 10, 2006
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State of California
AiR RESOURCES BOARD

STAFF REPORT: Initial Statement of Reasons
For Proposed Rulemaking

PUBLIC HEARING TO CONSIDER AMENDMENTS TO CALIFORNIA’S
EMISSION WARRANTY INFORMATION REPORTING AND RECALL
‘REGULATIONS AND EMISSION TEST PROCEDURES

Date of Release: October 20, 2006
Scheduled for Consideration: December 7, 2006

‘This report has been reviewed by the staff of the California Air Resources Board
and approved for publication. Approval-does not signify that the contents
necessarily reflect the views and policies of the Air Resources Board, nor does
mention of trade names or cornmercial products ‘constitute endorsement or
recommendation for use.
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EXECUTIVE SUMMARY

‘ Callforma Hearth and Safety‘Code (H & S Code) Sections 431 05 and 431 06
authorize the California Alr Resources Board (ARB or “Board”) to require.
manufacturers to comply with emission standards and test procedure requirements
as part of the new vehicle or-engine certification process. Health and Safety Code
" (H:& S Code) section 43105 authorizes ARB to-order a recall or other corrective
action for violations of its emission standards or test procedures. ‘Under this same
authority, ARB ‘has wide discretion 10 determine the facts constituting compliance
with these emission standards and test procedures, to fashion corrective action,
including recalls and other remedies, for noncompliance, and o adopt procedures
for making these determinations. H & S Code section 43106 requires that
production vehicles or engines must in all material respects be substantially the
same as the test vehicles manufacturers use to obtain ARB’s certfification.

The current Emission Warranty Information Reporting (EWIR) and Recall
regulations require manufacturers to review -all emission-related warranty claims on
a quarterly basis to determine the humber of repairs-or replacements made for each
component. Each manufacturer must report warranty activity that exceeds a one
percent level and has additional reporting requirements when a-component’s
warranty claim rate exceeds four percent-on an engine family or test group basis.
When an -emission-gcontrol component’'s EWIR rate exceeds a valid four percent
level, the defect is considered to be systemic in nature. Should in-use vehicles or
engines exhibif a systemic defect and the manufacturer's EWIR submittals
acknowiedge that fact, the staff considers the situation to be a violation of test
procedure requirements and possibly emission standards prohibited by H & $:Code
Sections 43105 and 431086.

]

Based onthe Board’s statutory authority and its experience in the :
implementation and administration of the EWIR and Recall regulations, the staff has
identified three aspects of the existing regulations that need improvement,
specifically: (1) the proof required to demonstrate viclations of ARB’s emission
standards or test procedures, (2) the corrective actions available to ARB to address
the violations and, (3) the way emissions warranty information is reported to ARB.
The proposed amendments target these aspects of the current regulations and, if
adopted, will result in corrective action to more vehicles that have defective emission
control devices or systems, thereby reducing emissions. The proposal wouid
incorporate the ability of on-board-diagnostic (OBD)-systems to detect failing
components and ensure that vehicles with systemic emission control defects are
corrected by the vehicle manufacturers in a timely and more effective manner than
is occurring with the current regulations. The staff proposal will also streamline
program administration and reduce manufacturer reporting. The staff is proposing
that the following amendments would take effect with the 2010 model-year.



1. Proof of Violations
Staff is proposing that once a group of vehicles exceeds a valid
warranty claim rate threshold of four percent or 50 claims (an
unscreened ten percent warranty claim rate or 100 claims), whichever
is greater, it would be considered to be a systemic defect and a
violation of test procedures and possibly emission standards.
The manufacturer would be required 1o implement a recali and/or other
corrective action, as specified.

2. Corrective Action
A manufacturer would be reguired to provide corrective action
whenever it is determined that a systemic defect is presentin a
specific emission-control component. Depending on the type of the
defective emission-control component and whether or not OBD is able
to detect the problem, corrective action would be either the recall of all
affected vehicles or the extension of the emission warranty for that
specific component. All replacement parts in any corrective action
would be of improved quality and durability.

3. Reporting Requirements
The threshold for which an Emission Warranty Information Report

(EWIR) is required would be increased from one percent to four
percent or 50 claims (whichever is greater) for all model vehicles
subject to reporting requirements. Follow up EWIR reports would be
required on an annual basis, rather than quarterly. When the
unscreened warranty claims rate reaches ten percent (presumed to
represent a valid four percent rate), a Supplemental Emissions
Warranty Information Report (SEWIR) would be required, unless the
manufacturer agrees to immediately perform corrective action. The
SEWIR replaces the Field Information Report (FIR), which currently is
issued when an unscreened claims rate exceeds four percent. The
SEWIR would determine the valid claims rate, and if above a

four percent warranty claim rate would trigger the corrective action
process. The currently required Emissions Information Report (EIR)
would no longer be required.

The proposed revisions to the regulation will reduce emissions to the extent
that it allows corrective action 1o be performed that under the current regulation may
not occur. For example, in a recent Daimler-Chryster Corporation enforcement case
involving disintegrating catalysts, staff believes more defective catalysts would have
been replaced had these amendments been in effect. Because the rate at which
future corrective action is appropriate can not be predicted, we have not attempted
to quantify the emission reductions resulting from the revisions. However, the
primary intent of the in use regulations is to ensure the benefits envisioned by the
vehicle and engine emission standards are ultimately obtained.



Cost to the manufacturers shouid be reduced by the significantly minimized
reporting requirement. However, 1o the extent the reguiations increase the number
_of corrective actions implemented, costs to those manufacturers that have produced
vehicles with defective components will increase. However, staff estlmates the

industry wide cost will be roughly equuvalent to today’s cost.

The proposed amendments to the EWIR anci Recall regulations.and
associated emission test procedures will result in corrective action to more vehicles
that have defective emission control components and in the reduction of
manufacturer reporting requirements. The ARB staff recommends that the Board
adopt the proposed amendments to Sections 1958, 1956.8, 1961, 1976, 1978,

2112, 2122, 2136, 2141 and new article 5, sections 2166-2174, title 13, CCR, set
forth in the proposed Reguilation Order in Appendix A. The ARB staff also
recommends that the Board adopt the proposed amendments 1o the test procedures
as 'set forth-in Appendix B in order to clearly link the durability demonstration of the
centification procedures and the in-use program requirements.
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State of California
AIR RESOURCES BOARD

STAFF REPORT: Initial Statement of Reasons
For Proposed Rulemaking

PUBLIC HEARING TO CONSIDER AMENDMENTS TO CALIFORNIA’S
EMISSION WARRANTY INFORMATION REPORTING AND RECALL
REGULATIONS AND EMISSION TEST PROCEDURES

Date of Release: Qctober 20, 2006
Scheduled for Consideration: December 07, 2006

I Introduction

This report describes the California Air Resources Board (ARB or
“Board”) staff's proposed amendments to the Recall and Emission Warranty
Information Reporting (EW!R) Regulations contained in the California Code of
Regulations (CCR), title 13, Sections 2111, 2112, 2122, 2123, 2135 and 2141-
2149, and also, the emission test procedures CCR, title 13, Sections 1956.8,
1958, 1961, 1976 and 1978. The amendments create a new article 5, sections
2166-2174, in title 13, CCR that would replace the current regulations but is
aimed at clarifying, streamtining, refining, and enhancing the existing program.
One goal of the original regulations was to ensure, pursuant to the applicable
test procedures, the durability of emission-control components installed by
vehicle and engine manufacturers and provide corrective action when
components fail to perform properly in use. The proposed amendments will
increase the effectiveness of the program, and reduce administrative costs.

Section 43105 of the California Health and Safety Code (H & S Code)
states that, if a manufacturer of motor vehicles or engines certified for sale in
this state violates emissions standards or test procedures, and has failed to .
take corrective action, which may include recall of the vehicles or engines,

- those vehicles or engines in vehicles may not be offered for sale, sold or
registered in this state. It also states the procedures for determining, and the
facts constituting, compliance or failure of compliance shall be established by
the state board. The manufacturer is also afforded the right to a public hearing
to present their objections to the necessity for, or the scope of, any required
recall. Staff considers “test procedures” to include all certification requirements
[e.g., on-board diagnostic (OBD) system approval, actual exhaust and
evaporative emissions testing to show compliance, durability demonstration of
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the emission control systems for the certified useful-life period, warranty and
‘warranly reporting requirements, etc.]. ‘Any viclation of either emission
standards or test-procedure requirements would constitute a violation of H & S
Code 43105.

H& S Code Section 43106 requires manufacturers to produce vehicles
or engines that are ..."in all material respects, substantially the same.in
construction as the [certnficatlon] test motor vehicle orengine ....” Whena
significant number of the same emission-control component ff,a'iil_s in-customer
use (and within the certified useful life period), it is clear that production ‘
vehicles do not satisfy this statutory requirement since production vehicles are
exhibiting problems that the certification’s durability demonstration vehicle(s)
did not experience. When a component’s failure rate exceeds a valid four
percent, the ARB considersthe problem to be systemic in nature, and
appropriate corrective action, which may include recall, is required. This failure
rate is also indicative of the fact that the production vehicles are somehow not .
substantially similar to the vehucies that the manutfacturer tested to-obtain
ARB’s certification.

H. History of the Program

In December of 1982, the Board adopted regulations which established
the in-use vehicle recall program. The regulations were intended to reduce
‘manufacturer-related excess emissions by: (1) ensuring that noncompliant
vehicles are identified, recalled and repaired to meet the applicable emission
standards and comply with the test procedures in customer use; and (2)
encourage manufacturers to improve emission control designs and durability to
avoid the expense and adverse publicity of recall. The program:provided for
~ARB testing of emissions from properly maintained in-use vehicles to
determine ‘whether they comply with emission standards during the useful fife
period. ‘Once noncompliance was identified in a substantial number of vehicles
or engines, a manufacturer may perform a voluntary . recall. If a manufacturer is
unwilling to implement a voluntary recall, the ARB ican order the manufacturer
to recallthe noncompliant vehicles. Under the initial recail program,
manufacturers were also required to report to the ARB known emission-related
failures and what is being done to remedy them.

During the early years of the program, the ARB staff identified problem
_areas in the regulations that resulted in low capture rates, delays in recall
implementation, ‘and inconsistent reporting of failed emission-related
components, among others. In 1988 the staff proposed and the Board adopted
amendments to the in-use recall regulations to improve the efficiency.and
intent of the program and created the emission warranty reporling program.
After-consideration of the ;proposals and -witness testimony in September of
1988, the Board directed the staff to discuss potential modifications with
industry and return to the Board in November with a final proposal. After

AR« e
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meeting with industry and conducting a public workshop, the staff proposed
changes to their original recommendations that included

(1) linking recalls based on component failures to emission standard
exceedances instead of excess emissions, and (2} withdrawing a provision
which linked new vehicile/engine certification to in-use failures. These two
actions are related to staff’s current proposed madifications.

The first modification, linking the recalls to component failures that lead
to exceedance of the emission standards, allowed the manufacturers to test
properly maintained in-use vehicles with the defective emission component to
demonstrate that emissions standards are not exceeded. It also allowed the
use of an engineering analysis or tests on laboratory vehicles or engines, when
appropriate, to demonstrate the effect of the failure in lieu of vehicle emission
testing. The intention was that no recall would be required if the individual
vehicles or engines projected emissions met the standards within the useful
life. This provision has been misinterpreted and used to support
manufacturer's claims that no corrective action is required unless it can be
shown that an entire group of similar vehicles exceeds an emission standard,
on average.

A

The second modification withdrew staff’s proposal to link certification
test procedures to in-use failures. Initially staff proposed that a substantial
number of in-use failures would constitute a violation of the certification test
procedures, which in turn subject the engine family to a recall. In 1988 it was
believed that this provision would no longer be necessary since the recalls
would be based on exceedance of the standards instead of an increase in
emissions considered to be a violation of test procedures. Staff now feels this
link must be established to clearly incorporate the responsibility of the
manufacturer to assure component durability for the useful life of the vehicles
or engines during the certification process.

The current warranty reporting regulations apply to all on-road 1990 and
newer model-year passenger cars, light-, medium-, and heavy-duty trucks,
California-certified engines used in such vehicles, and motorcycles. The
warranty reporiing procedures are a mechanism for identifying, tracking and
causing the repair of vehicles with defective emission-control components
caused by poor design, materials or workmanship. Manufacturers are required
to track warranty claims submitted by their dealers. When the claims rate for a
warranted part (or emission-control component) reaches a specified rate, the
manufacturer must review its warranty data for that component to determine if
the warranty activity indicates that a valid “defect” exists. When itis
determined that a defect exists, the manufacturer must evaluate the facts and
quaniify the emissions impact of the defect and, if necessary take action to
correct the problem. Corrective action typically involves a recall of a group of
vehicles that use the defective component. Manufacturers must report o ARB
at various stages of this process.
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The first step in the warranty reporting process requires that a
manufacturer-submit an Emission Warranty Information Report (EWIR)
whenever it determines that an emlssmn-control component for a given engine
family or test group reaches an unscreened’ one percent or 25 component
replacement rate (whichever is greater). A manufacturer must continue to
analyze warranty claims and report to ARB on a quarterly basis. When the
warranty claims for an emission-control.component reach an unscreened four
percent or 50 component.replacement rate (whichever is-greater), the
manufacturer must submit a Field Information Report {FIR).

The FIR contains the warranty repair rate with any invalid data removed. -
If this validated failure rate is less than four.percent, the manufacturer must
determine and report the date when the projected replacement rate is expected
1o reach four percent. If the manufaciurer determines that a valid defect exists
{now congidered to be “systemic” in nature), the manufacturer is required to
submit.an Emissions Information Report (EIR) to quantify the emissions impact
of the defect and, if necessary, determine what-action is necessary to correct
the problem. Corrective action has either been a recall or in some cases an
-extended warranty for the failing component.

1ll.  Warranty Reporting History and Data Analysis

Figure 1 shows a historical representation of the warranty reports filed
for the 2001 and 2002 model year vehicles. These years were used to.show
overall warranty reporting-activity because the reporting obligations are nearly
complete and the data represents typical reporting and corrective action efforts
taken by manufacturers.

! Unscreened — The tabulation of dealership emission warranty service records for emission-
related components as they apply e individual engine families-or test groups without purging or
modifying the data.




Figure 1- Historical Emission Warranty Reporting Data
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The data show that 186 and 209 emission components for the 2001 and
2002 model years, respectively, exceeded a valid four percent warranty claim
rate (indicating a systemic defect) and the manufacturers submitted EIRs.
However, only about 28 percent of these defective components resulted in
corrective action. In most cases where corrective action was not taken,
manufacturers argued that the defective emission component would not cause
an emission standard to be exceeded, or that the OBD light would cause the
owner to seek repair (under the manufacturers’ applicable emissions warranty
for a while, and at the owner's expense if the tailure were to occur after the end
of the warranty period). The typical emissions warranty for passenger cars,
light- and medium-duty vehicles is three years or 50,000 miles for most
componenis, or seven years or 70,000 miles for certain high cost parts. Staff is
also aware that some manufacturers did not submit EIRs when the FIR
indicated a valid four percent failure rate.

This evidence reflects a weakness of the current regulations and their

- inability to remedy defective components, either by recall or other corrective
action. Two recent examples, discussed in section IV, illustrate this problem.
In a Toyota case which went to trial, over 300,000 vehicles with evaporative
emissions monitors that the ARB staff determined to be delfective were allowed
to remain on the road uncorrected, and a Chrysler recall resulted in only a
small percentage of the vehicles containing catalysts the ARB staff believed to
be defective to be corrected by the company.

28
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IV. Impacts - Why Do We Need a Change?
A. Overview |

ARB'’s emission warranty reporting and recall regulations have prompted
 .a number of recalls of defective components. Nevertheless, ¢ver time
manufacturers have exploited weaknesses in the regulations 1o avoid taking
cotrective action for some defective components. These weaknesses stem
from regulatory provisions that have been interpreted to require the ARB in a
contested recall to undertake time-consuming, resource-intensive testing to
prove that each known class or category of vehicles with.a pervasive emission
compenent faiture will exceed quantitative emissions standards on average
over the useful life. Especially in cases that involve large vehicle populations
or component failures that occur gradually, this standard is unrealistic,
frustrates -addressing known defects and effectively prevenits recalls in
situations where they are warranted. Under the current regulations, the
potential expense of conducting emission testing to support a contested recail
may alone deter the ARB from ordering one.

The current re‘gu-lations authorize recalls as the sole means of
addressing failures of emissions components,.and do not explicitly provide for
other types of corrective action such as extended wamanties. in many
situations an extended warranty:can be effective in assuring defective -
‘components are replaced. Manufacturers have voluntarily agreed to extend
warranties in many:cases, as.shown in Figure 1, however ARB:can not order a
manufacturer {0 extend a warranty.

In.addition, the current regulations were adopted before the Board
adopted the on-board diagnostic regulations and do not refiect the ability of
OBD systems to demonstrate when component failures ‘occur-and test
procedures have been violated. When combined with :a warranty, OBD can be
effective in ensuring owners replace defective emission components.

‘B. Spegcific Cases and Potential impacts

Discussed below are two “real world” cases involving kriown -emission-
control defects that, in staff's opinion, did not result in proper torrective-action.
They are the driving factors for staff's proposal.

Daimler-Chryster Corporation OBD Catalyst Case

~ Through its EWIR program, the ARB determined that some 151,000
Daimler-Chrysler Corporation {DCC) 1996 through 1999 model-year light-duty
trucks were equipped with catalytic converters with internal substrates that
would begin to rattle, ultimately fali apart and exit through the exhaust pipe.
‘Some individual engine family warranty claim rates exceeded 72 percent,

-6 -
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clearly indicating a systemic problem. Individual light-duty trucks exhibited
hydrocarbon emission levels more than three times the applicable standard.
DCC would not agree to recall ali of the affected light-duty trucks.

Faced with the burden of testing 30 individual engine families to show an
emissions exceedance, on average, for each family, the ARB instead antered
into a settlement agreement with DCC that corrected some, but not all, of the
light-duty trucks in gquestion. Of the 151,000 trucks with EWIR rates greater
than four percent, only about 41,000 (27%) were recalled under the agreement.
The staff believes that more than 100,000 DCC light-duty trucks are operating
in California with potentially defective catalytic converters. Also, the OBD
system on some of these trucks failed to detect the disintegrated catalysts.

To provide a sense of the potential emission impact of the failure to
recall the 100,000 DCC trucks with defectively designed catalytic converters,
staff has analyzed a best case and a worst case scenario. Inthe best case
scenario, we assumed the catalysts cracked but did-not fully disintegrate.
Some of the vehicles ARB tested were in this condition, and data showed a
0.18 gram per mile NOx increase compared to a vehicle with a normal catalyst.
Note in this case the vehicle with the cracked catalyst did not exceed the
emission standard, even though it had higher emissions. We assumed only 20
percent of the affected catalysts had cracked catalysts, and the rest would not
deteriorate over their remaining life of 8 years. In the worst case scenario, we
assumed the caialyst would continue to deteriorate to 1.7 times the emission
standards (i.e., just below the OBD threshold of 1.75 times the emission
standards). Assuming that 72 percent of the vehicles experienced this amount
of catalyst deterioration {equal to the worst performing engine family that used
the defective catalyst, with a remaining vehicle life of 8 years) the results of this
failure would increase by a factor of 48 times the total non-methane
hydrocarbons (NMHC) plus oxides of nitrogen (NOx) as compared to the first
scenario causing a significant excess emissions impact on air-quality. The
following table contains the results.

Table 1
Potential Smog-Forming Emission Increases
Due to DCC Defective Catalysts
100,000 Light Duty Trucks

ROG NOx Assumed NMHC NOx
Emigsion Emission % of fleet | Cumulative | Cumulative
g ;‘;ﬁgﬁ; Increase Increase stEa,:\%ZE:gz? with emission emission
per Vehicle: | per Vehicle: defective | increase: v Increase:
a/mi g/mi catalysts |. tonsiyear | tens/year
Cracks 0.002 0.183 NO 20% 0.59 54.4
. 1.7 87D 1.7*sTD :
Deteriorates (6.762) (1.67) YES 72% 8371 1783.4
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As shown in the table, the emission increase of these trucks, which
~ account for only 0.04 percent of the on-road fleet.of light duty vehicles, are
significant in both the best and worst case scenarios.

Tovota Motor Corporation OBD Evaporative Diagnostics Case

In 1998, the ARB ordered the recall of more than 330,000 Toyota Motor
Corporation 1996 through 1998 model-year passanger cars and light-duty
trucks due 1o an identified defect with the evaporative .emission leak-check
monitor-of the vehicles’ OBD system. The recall was contested by Toyota and
ultimately brought before an administrative law judge to determine if the recall
was justified. In ‘his ruling that was based on current regulatory language, the
judge determined that an-exceedance of the applicable emissions standards
must fo be demonstrated: by the ARB to allow the recall order to be
enforceable.

. The ruling resulted in more than 300,000 Toyota vehicles operating in
California today with what staff believes to be defective OBD systems.
Regardiess of whether or not the ARB demonsirated that emission standards
were exceeded on average, without the proper recall repairs, these vehicles will
not identify a leak in the evaporative emission control system of individual
vehicles. The owners will not be notified by the OBD's malfunction indicator
light that their vehicles are emitting excess emissions and the probiem will not
be detected during a Smog Check inspection. As aresult-of this recall case,
the Board, in a subsequent action, adopted regulations that augment staff's
ability to pursue cotrective action for OBD-specific failures without
demonstrating the affected vehicles on average exceed an emission: standard.
The staff's proposal will accomplish the same objective for the emission
warranty reporting and recall program.

V.  Legal Analysis _
A Hc‘Jw The Warranty Reporting and Recall Regulations Work Now

Currently, exceeding emissions warranty reporting levels in a particular
product line starts an ARB Executive Officer (EO) inquiry into whether-a recall
is-appropriate. “An engine family, test group.or-a subgroup shall be subject to a
. recall' when the number of failures of a specific emission-related component
exceeds the failure levels” in emission information warranty reports iset forthin
title 13 CCR section 2143. This happened, for example, in the DCC case
mentioned above, making them subject 1o recall, unless the EO “determines
that a recall is unnecessary pursuant to the criteria set forth in Section 2148(a)
and 2148(b)” (13 CCR section 2143.) . “Subject to recall” means that the
vehicles may be recalled by the EObased on this warranty information,
provided the EO makes the findings required by section 2123(a), but the
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manufacturer may challenge the EQ’s recall order by requesting a hearing.
Exceeding the current warranty reporting thresholds is one piece of evidence
that would be considered in such a hearing.

The warranty reporting regulations (sections 2141-2148) offer an
opportunity to require manufacturers to submit data about the emissions
consequences of failing components, but in practice obtaining this information
has been difficult given the number of reports filed, limited staff and resources
to review them, lack of cooperation by manufacturers and limited
consequences for manufacturers providing incomplete information.

The EQ is obligated to review the emission information reports and other
relevant information before ordering a recall. Section 2148(a) requires the EQ
to consider a number of criteria in deciding whether to issue a recall order (e.g.,
validity of data, emission impact of failure on individual engines, increased
tampering, and performance). If the manufacturer demonstrates to the EQ’s
satisfaction that the failure is limited to a “less-than-substantial’ percentage of
vehicles and does not represent a “pervasive defect . . . likely to affect a
substantial number” of vehicles but is likely to be corrected under warranty,
then no recall shall be required. Section 2148(b).

if, however, the EQ determines that a recall may be warranted, the EOQ
may issue a recall order if he or she can make the findings the regulation
requires. These findings are that, “a substantial number of a class or category
of vehicles or engines produced by that manufacturer, aithough properly
maintained and used, contain a failure in an emission-related component
which, if uncorraected, may result in the vehicies’ or engines’ failure fo meet
applicable standards over their useful lives; or whenever a class or category of
vehicles or engines within their useful lives, on average, do not conform to the
standards . . .” Section 2123 (a). If the EO makes these findings, the
manufacturer must be notified that the EO has determined that a recall is
warrarited. Section 2149. The EC may base the determination on “warranty
information reports, field information reports, enforcement testing results, or
any other information”. Section 2123(a}.

- These findings form the elements of the case that the EO has to
address to prevail in the event that a manufacturer requests a hearing to
contest the EO’s recall order under section 2124. When the EQ makes the
. findings, exceedance of the emission standards is presumed, unless the
manufacturer provides evidence that it tested properly maintained vehicles
containing the defect according to the regulation’s requirements and the
vehicles pass. Section 2147. The manufacturer may elect to provide this
rebutial evidence when the recall order is issued, or later if the manufacturer
requests a public hearing to challenge the EO’s finding of nonconformity and
the necessity for or the scope of any ordered recall. Section 2124. Thisis
what occurred in the Toyota case.



At the hearing, the manufacturer (and the EO) may offer evidence about
the emissions impact of the alleged defect and this becomes the pivotal issue
in deciding whether the EO’s recall order will be upheld. Health and Safety
Code section 43105 provides that vehicles may be recalied for violations of
emission standards or test procedures. In the Toyota recall case the judge
held that ARB had to :show a violation of the emission standards to .get even an
OBD recall.

In-use vehicle enforcement test procedures provide a way of proving the
emissions impact of .an alleged defect. These procedures require that the EQ
obtain 10 properly maintained vehicles in the suspect engine family, test group
or-subgroup (Section 2137) and test them according to the requirements of
section 2139. If three or more vehicles fail, the EQ must inform the
manufacturer, which is required to submit an emissions information report
(EIR). The vehicles are subject to recall, pending the EC’s review of the report.
If, however, the tests under section 2139 indicate that the average emissions of
- the test vehicles exceed the standards for any pollutant, the EQ may order a
recall, uniess the manufacturer submits an influenced recall plan. ‘Section
2140. In practice the expense of conducting this kind of testing, especially in
cases involving large vehicle populations-or components that fail over time, has
‘been a major deterrent to ordering a recall at all.

In cases involving large vehicle populations or components that fail
gradually, it is virtually certain that manufacturers will reguest hearings and
contest the EQ's recall order rather than implementing a recall, given the
stakes involved. The current regulations -also encourage manufacturers to wait
and present the emissions testing to support their rebuttal case in the hearing,
not before. This is what-occurred in-the Toyota recall hearing. The current
regulations make it also likely that manufacturers will do extensive testing to
rebut the presumption of emissions exceedance. In the DCC.case, despite the
pervasive nature of the problems plaguing the catalysts on the affected
vehicles, the amount of emission testing that the current regulations would
have tequired if a recall had been ordered effectively prevented the pursuit of
that remedy. And, the current regulations provide for no remedy other than
recall, despite the fact: that the statutes authorize other types of corrective

action.
B. ARB’s Authority to Order Recalls or Co rreétiv_e: Action
Health and Safety Code Section 43105 provides:
“No 1:-lew motor vehicle, new motor vehicle engine, or motor vehicle with
a new motor vehicle engine required pursuant to this part to meet the emission

. standards established pursuant to Section 43101 shall be sold to the ultimate
~purchaser, offered or delivered for sale to the ultimate purchaser, or registered
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in this state if the manufacturer has violated emission standards or test
procedures and has failed to take corrective action, which may include recall of
vehicles or engines, specified by the state board in accordance with regulations
of the state board. If a manufacturer contests the necessity for, or the scope
of, a recall of vehicles or engines ordered pursuant {0 this section and so
agvises the state board, the state board shall not require such recall unless it
first affords the manufacturer the opportunity, at a public hearing, to present
evidence in support of the manufacturer's objections. |f a vehicle or engine is
recalled pursuant to this section, the manufacturer shall make all necessary
corrections specified by the state board without charge to the registered owner
of the vehicle or vehicle with such engine or, at the manufacturer's election,
reimburse the registered owner for the cost of making such necessary
corrections. The procedures for determining, and the facts constituting,
compliance or failure of compliance shall be established by the state board.”
Emphasis added.

Health and Safety Code section 43105 gives ARB a great deal of
authority to order a recall or other corrective action for violations of its emission
standards or test procedures. Along with this authority, section 43105 gives
ARB wide discretion to determine the facts constituting compliance with
emission standards and test procedures, to fashion remedies for
noncompliance and to adopt procedures for making these determinations.

The proposed amendments all fall within section 43105’s grant of authority,
and within the authority bestowed by the other statutes discussed below as
well.

Warranty reporting thresholds are linked to vehicle durability and can
.also be considered test procedures, the violation of which would entitle ARB to
order recall or other corrective action. The Heaith and Safety Code contains
no definition of the term “test procedures” comparable to the definition it
provides for “emission standards”, but the language of sections 43104 and
43105 suggests that “test procedures” means the test procedures that
manufacturers must conduct to obiain ARB's certification to sell their products
in California. Health and Safety Code section 43104 provides, in pertinent pan:

“For the certification of new motor vehicles or new motor vehicle
engines, the state board shall adopt, by regulation, test
procedures and any other procedures necessary to determine
whether the vehicles or engines are in compliance with the
emissions standards established pursuant to Section 43101. “

The staff proposes to make the warranty reporting thresholds patrt of existing
test procedures, providing solid grounds for the ARB to order recall or other S
corrective action when a warranty reporting threshold is violated.
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Health and Safety Code section 39027 defines “emission standards” as
“specified limitations on the discharge of air contaminants into the
atmosphere”. The staff belisves that many warranty claims are made because
owners are prompted fo seek repairs by their vehicles” OBD systems. OBD
systems use malfunction criteria based .on numeric multipies of various
certification emission standards and are themselves numerical, quantsfzable
emission standard under Health and Safety Code sections 390272, This lends
turther statutory support for the staff's proposal.

The staff also believes that the proposed amendments find support in
Health and Safety Code section 43106, which provides:

“*Each new motor vehicle or engine required pursuant to this part
to meet the emission standards established pursuant to Section
43101 shall be, in alt material respects, substantially the same in
construction as the test motor vehicle or engine, as the case may
be, which has been cettified by the state board in accordance
with this article. However, changes with respect to new motor
vehicles or engines previously certified may be made if such
changes do not increase emissions above the standards under
which those motor vehicles or engines, as the case may be, were
certified and are made in accordance with procedures specified
by the state board.” ,

At the time of certification, manufacturers test prototype vehicles to
demonstrate that their emissions ccontrol components will be durable and
last for the useful life of the vehicle. When emissions components then
fail:at the rate of four percent-or 50 in use, the staff believes that this is
strong evidence that the production vehicles are not, in all material
respects, substantially the same in construction as the test vehicles, and
are ‘in violation of Health and Safety Code section 43106 and test
procedures

There are several other sources of statutory authotity to adopt the
proposed amendments to the warranty/recall regulations. For:example,
Health and Safety Code section 39600 bestows broad authority on the
ARB to “do such acts as may be necessary for the proper execution of

the powers and duties granted to, and imposed upon, the state board by

2 For examp’l:e., exhaust after-treatment devices play a critical role in reducing
‘emissions (often by themselves reducing emissions by over 95 percent) and a
failure identified by the OBD system stich-cases xndlcates an exceedance of

the emission standard by 1.75 times.
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this division and by any other provision of law.” Health and Safety Code
section 39601 requires the ARB to adopt regulations to carry out the
duties that section 39600 bestows.

The staff's proposal establishes, on the whole, test procedures and
standards to determine compliance with the test procedures and possibly
emission standards ARB has adopted or will adopt. This provides a basis of
authority for the staff's proposal similar (but not identical) to the authority that
supports ARB’s 2003 amendments 1o the OBD recall regulations:

“The adopted OBD Il regulation, titte 13, CCR
sections 1968.1, and the proposed regulation for 2004 and
subsequent model year vehicles, title 13, CCR section 1968.2,
establish both emission standards and test procedures for
cettification to those standards. The ARB expressly adopted title
13, CCR section 1968.1 pursuant to authority granted by the
Legislature to adopt and implement emission standards and test
procedures under the Health and Safety Code. Likewise, the
staff is proposing that section 1968.2, title 13, CCR be adopted
pursuant to the same authority. in so acting the Board has not,
and will not have, exceeded its authority under the statute. The
existing and proposed regulations clearly establish quantitative
emission standards for most, if not all, of the major monitoring
systems (e.g., detection of malfunctions before emissions exceed
1.5 times the applicable tailpipe emission standard). These
malfunction criteria establish specified limitations on the
discharge of air contaminants into the atmosphere and thus meet
the definition of “emission standards” as defined at section 39027
of the Health and Safety Code.” (Staff Report: Initial Statement
of Reasons for Proposed Rulemaking, “Technical Status and
Revisions to Malfunction and Diagnostic System Reguirements
for 2004 and Subsequent Model Year Passenger Cars, Light-
‘Duty Trucks, and Medium-Duty Vehicles and Engines (OBDII)"
(“OBDH ISOR", p. 72.)

The staff's proposal would establish the warranty reporting levels as part
of the certification test procedures, the violation of which would entitle
the Executive Officer to order a recall or other corrective action, just as

- the violation of the requirements of the OBD regulations authorize a
recall or other corrective action also.

The rationales advanced for the OBD recall regulations are discussed
further below because they relate to the warranty/recall proposal in several
other ways, but first some of the other sources of statutory authority for the
proposal are listed here.

Health and Safety Code section 43013(a) provides:
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“The state board may adopt and implement motor vehicle
emission standards, in-use performance standards, and motor
vehicle fuel specifications for the control of air-contaminants and
‘sources -of air pollution which the state board has found to be
necessary, cost-effective, and technologically feasible, to carry
out the purposes of this division, unless preempted by federal
law.”

Health and Safety Code section 43018 provides, in pertinent part:

“(a) The state board shall endeavor to achieve the maximum
degree of emission reduction possible from vehicular and other
mobite sources in orderto accomplish the attainment of the state
standards at the earliest practicable date.

{b) Not later than January 1, 1992, the state board shall take
whatever actions are necessary, cost-effective, and
technologically feasible in orderto achieve, not later than
December 31, 2000, a reduction:in the actual emissions of
reactive organic gases of at least 55 percent, a reduction in

- -emissions of oxides of nitrogen of at least 15 percent from motor
vehicles. These reductions in emissions shall be calculated with
respect to the 1987 baseline year. The state board also shall take
action to achieve the maximum feasible reductions in particulates,
carbon.monexide, and toxic air contaminants from vehicular
sources. :

(¢) In-carrying out this section, the state board shall adopt
standards and regulations which will result in the most cost-
effective combination of control megasures on alil classes of motor
vehicles and motor vehicle fuel, including, but not limited 1o, all of
the following:

(1) Reductions in motor vehicle exhaust and evaporative
emigsions.

(2) Reductions in emissions from in-use emissions from motor
vehicles through improvements-in emission system durability and
performance.

-14 -
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(3) Requiring the purchase of low-emission vehicles by state fleet
operators.

(4) Specification of vehicular fuel composition.”
Also see Health and Safety Code sections 43101 and 43102.
C. The OBD li Recall Regulations

Issues of authority arose when the Board adopted amendments io the
OBD 1l recall procedures, title 13 CCR sections 1968.1-1968.5. In the staff
report for that regulation the staff discussed several rationales for adopting the
OBDII regulations that apply here as well. First is that failure of an emission-
related part should be grounds for a recall, irrespective of whether the failure
causes a quantifiable increase in tailpipe or evaporative emissions of the entire
group of affected vehicles: '

“the proposed regulation would clarify that in ordering a recall of a
nonconforming OBD |l system, the Executive Officer would not
need to demonstrate that the nonconforming system directly
causes a quantifiable increase in the taiipipe or evaporative
emissions of the entire group of affected vehicles nor would a
manufacturer be able to overcome the recall by making such a
showing. The recall of an effectively nonfunctional monitoring
system is necessary because the existence of such a
noncomplying system effectively defeats the purposes and
objectives of the OBD program and potentially undermines the
emission reduction benefits that have been projected from
adopted motor vehicle emission reduction programs. it has been
the long-standing position of the ARB that it is necessary to repair
or replace such nonconforming systems because they are not
capable of detecting future malfunctions of the vehicle’'s emission
control systems and that this would likely lead to future emission
increases.” OBD Recall {SOR pp. 78-79.

Second is that while it is inherently speculative to forecast the future

. emissions consequences of failed emissions components that fail over time it is
beyond dispute that as motor vehicles age and accumulate high mileage, their
emission control systems deteriorate and increasingly malfunction, causing
emissions from motor vehicles 10 increase, and for these reasons, the ARB
needs to be able to order recalls on the basis of failing emissions-related
components, not just on the basis of average emissions exceedances in an
affected vehicle group:
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“As stated, it is beyond dispute that-as motor vehicles age and
accumulate high mileage, their emission control systems
deteriorate and increasingly malfunction, causing emissions from
motor vehicles to increase. The ARB adopted the OBD |l
requirements to address this problem and, specificaliy, to provide
assurance that-when malfunctions in emission control systems do
occour, they will be expeditiously discovered and repaired. To
properly perform these objectives, the-OBD 1| system itself must
be functional and capable of detecting maifunctions when they
-oceur. To minimize potential emission increases in future years,
itiis imperative that the identified, effectively nonfunctional OBD 1l
. :gystems be recalled and repaired at the time noncompliance of
- the systems is discovered. No one knows or can -accurately
predict how well emission control systems of different
manufacturers will work 10, 20, or more years from now. This is
~especially true when vehicles are being required to meet
increasingly stringent emission standards, requiring new and -
complex technologies to be utilized,

Contrary to the contentions of the automobile manufacturers, any
forecasting of future compliance with tailpipe and evaporative
emissions standards would be much more difficult to do in the
case of an OBD 1l nonconformity than in the case of failed
emission related component. In the latter case, the manufacturer
knows specifically what emission-related component has failed
(and the manner in which it has failed) and:can conduct in-use
~ ‘emission testing-of the vehicle fleet with the known failed part. In
the case -of the nonconforming OBD 1l system, the only thing
known is that the OBD 1i monitor is not working. At the time of
such failure, neither the Executive Officer nor the manufacturer
knows what emission-related part or.combination of parts might
fail in the immediate ordistant future without illumination of the
MIL. Such an evaluation, which entails the ability to accurately
predict which part(s) will fail, in what manner, at what failure rate,
and at what point in the vehicle’s life, would be, at best, extremely
speculative. As siated before, appropriate remedial action should
be based solely on compliance {or lack of) with the OBD 1)
reguirements. The ability of the Executive Officer to orcer
appropriate remedies, inciuding recall, irrespective of a finding of
direct emissions consequences, is also necessary.so that
California can continue to meet its obligations-under the federal
CAA that the states Incorporate OBD checks as part of their
inspection and maintenance (/M) programs. This has been an
objective of the OBD H regutation:since its inception.” {OBD
ISOR pp. 79-80.)
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Based on its experience, the staff believes that it is also inherently
speculative to forecast future compliance in the case of emissions
related components.

Third is that properly operating emissions components are crucial to the
success of OBD and I/M programs:

“To protect the benefits of an OBD-based I/M check, it is
imperative that functional and viable OBD ll systems are installed
in all certified vehicles. To assure that they are, it is necessary to
assure that all OBD Il systems that are found to be effectively
nonfunctional be recalled and repaired, irrespective of whether
one can make a showing that the vehicles, equipped with such
nonfunctioning systems, on average comply with applicable
tailpipe certification standards.” (OBD 1] ISOR p. 81.)

The OBD Il ISOR contains this final summary of the authority issue:

“In summary, given that the OBD 1l regulation establishes both
emission standards and test procedures that are required for
certification of new motor vehicles, the ARB has undisputed
authority under Health and Safety Code section 43105 to adopt
the OBD Il-specific enforcement regulation. Beyond this express
grant of authority, Health and Safety Code, section 39600 further
entrusts the ARB with general powers to do such acts as may be
necessary for the proper execution of the powers and duties
granted to it under Health and Safety Code. The ARB adopted
the OBD il regulation pursuant to the powers and duties granted
to the ARB under Health and Safety Code sections 43013(a), -
43018, 43101 and 43104. Accordingly, under its general powers,
the ARB is authorized to adopt all necessary enforcement
regulations to assure compliance with the OBD |l requirements.”
(OBD H ISOR pp. 91-92)

VI. How Staff Proposes to Change The Program
A. Overview

In 2003, the Board adopted amendments to the OBD regulations (title
13 CCR sections 1968.1-1968.5) to improve their enforceability. Based on its
experience administering the emissions warranty reporting and recall
programs, the staff proposes to amend the emissions warranty and recall
regulations to improve their enforceability, streamline the warranty reporting
regulations, simplify the grounds for recall, provide for other corrective action
(including extended warranties) and clarify that hearings are available only
when the EO orders a recall. As discussed in more detail below, the Board
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adopted the OBD program after it adopted the warranty reporting and recal}
regulations. The staff’s proposal would utilize the power of OBD systems to
detect violations of emissions standards and test procedures in use and
integrate the OBD program with the emissions warranty reporfing and recall
programs, something the staff:believes is long gverdue. The proposed
amendments would link the emissions warranty reporting and recall programs
to ARB's durability test procedures ina. meaningful way.

The staff’'s experience 'indicates that improvemenits to the current
regulations should be made in the areas of warranty defect reporting and in the
grounds upon which recalls or other corrective actions (such as extended
warranties) may be ordered when warranty defect rates reach levels that
indicate pervasive problems with emissions components exist, four percent or
b0 claims, whichever is greater. Based on this experience, the staff believes
that the improvements it is proposing and other proposed improvements such
as clarifying when hearings are available consistent with Health and Safety
‘Code section 43105 would:increase the likelihood that failing emissions
components will- be corrected and excess emissions attributable to them will be
avoided. The staff believes that it does not serve the goals of the ARB’s motor
vehicle emissions control program to allow, :as the current regulations do,
‘manufacturers to.aveoid correcting emissions components that fail in significant
number in use by showing that the affected vehicles will.not on average violate
numerical emission standards over their useful lives. The stalf believes that
when emissions components fail in significant numbers in-use it is very likely
that excess emissions will occur and, further, that itiis reasonabie for
manufacturers:$o be required to correct these components, or at least to extend
the emissions warranty applicable 1o them so that consumers, warned of the
failures by their vehicles’ on-board diagnostic systems, will be able to have the
failing components repaired or replaced under warranty. The propoesed
amendments would accomplish these goals.

After the Board adopted the ‘emissions warranty reporting and recall
regulations in 1988, it adopted the on-board diagnostic (OBD) reguiations and
amended them several times, most recently in 2003. The OBD systems have

matured over time and the OBD program has proven 1o be quite effective, but it

~has not been integrated into the warranty 'rep'ening and recall programs. The
staff believes that it is time to utilize in the emissions warranty and recall
programs the ability of OBD systems to detect failing emissions components
and alert drivers to their presence. OBD systems and the warranty claims they
generate can provide data that:demonstrates when .a pervasive problem with
emissions control components exists. OBD systems also employ malfunction
criteria that indicate when individual vehicles violate emission standards. The
proposed amendments would capitalize .on these powerful abilities of OBD
systems to improve the emissions warranty reporting and recall regulations by
integrating the emissions warranty reporting, recall and OBD programs. The
staff proposes to do this by -establishing that when defects reported in the
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warranty process reach a level of fourpercent or 50 (whichever is greater) in
any engine family or test group, the Executive Officer may order that the
affected vehicle population be recalled or subjected to corrective action.

The proposed amendments would establish that excess warranty claims
rates are violations of the -durability requirements of ARB’s test-procedures.
The proposed amendments would link the test procedures’ durability
requirements with actual component durability as demonstrated by emissions
warranty data and OBD detection capabilities. By forging this link, the
proposed amendments would integrate a number of ARB programs: the test
procedures, emission standards, emissions warranty reporting, recalls and the
OBD program. OBD detection of failing emissions components can
demonstrate violations of emissions standards and/or test procedures. The
proposed corrective action would include recall or requiring manufacturers to
extend warranties for failing-emissions control components to specified pefiods
during which time OBD may warn additional owners to take their vehicles in to
have the falhng components repaired. It should be noted that any replacement
part utilized in any corrective action shall be of improved quality and durability.

Since the thrust of the warranty reporting threshold is the durability of
vehicles’ emission control systems, the durability portion of the test procedures
is an entirely appropriate place to forge a link between the proposed warranty
reporting and recall amendments and the test procedures. Durability
provisions exist in ARB’s test procedures It is here where the proposed
regulations would establish a link between the test procedures and the
proposed warranty reporting thresholds by amending these sections to include
a provision that incorporates the warranty reporting threshold, requiring that at
certification, manufacturers must present data proving that its emission related
components will not fail in use at rates higher than the warranty reporting
threshold and providing that exceeding the warranty thresholds would entitle
the ARB to order recall or other corrective action on the grounds that the
exceedance is a violation of the test procedures. This would make it clear that
since violating the warranty reporting threshold would constitute a violation of
the test procedures it would be grounds for ordering a recall or other corrective
action.

¥ gee: section 1961(d) and the “California Exhauwst Emission Standards And Test Procedures
For 2001 And Subsequent Modal Passenger Cars, Light-Duty Trucks And Medium-Duty
Vehicles,” section 1956.8(b) and the “Califorpia Exhaust Emission Standards and Test
Procedures for 2004 and Subsequent Model Heavy-Duty Otto-Cysle Engines,” section 1956.8(c)
and the “California Exhaust Emission Standards and Test Procedures for 2004 and Subsequent
Model Heavy-Duty Diesel-Engines and Vehicles,” section 1976{c} and the “California
Evaporative Emission Standards and Test Procedures for 1978 and Subsequent Model Motor
Vehicles,” and section 1978(b) and the incorporated “California Refueling Emission Standards
and Test Procedures for 2001 and Subsequent Model Motor Vehicles.
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B.  Specific Changes
1. Proof of Violations

Staff is proposing to establish that a viclation exists and corrective action
is triggered when the valid component failure rate exceeds four percent as
based on a manufacturer's EWIR reports. The corrective action, whether an
extended warranty or recall, will be determined by whether or not the
component is an exhaust after-treatment device -and/or is OBD monitored as
listed in the corrective action section below. Thus, the current proposal wouid
clarify that a demonstration that the .emissions on average for the entire group
exceed an emission standard is not required 1o take corrective :action.

As mentioned previously, Health and Safety Code Section 43106
requires manufacturers to-produce a vehicle or engine that is “all- materials
respects, substantially the same in construction as the [certification] test motor -
vehicle or engine...”. Below is an excerpt from the California Passenger cars,
Light-Duty Trucks, and Medium-Duty Vehicles test procedures which
incorporates by references Title 40, Code of Federal Regulations (CFR),
§86.1823-01(¢). This section lays out requirements for the vehicle’s, and in
this section particularly the emission.component’'s durability requirements.

§86.1823-01 (€) Emission component durabifity. The manufacturer shall
use good engineering judgment to determine that all emission-related
components are designed to-operate propetly for the full useful life of
the vehicles in actual use.

When a significant number of iemission-related components fail in
customer service, this is evidence that production vehicles do not.satisfy this
requirement since a component, which-did not fail during certification testing, is
now failing at an unacceptable rate within the vehicle's useful ife. The ARB
* believes that the {failure of emission-related components is a unique situation
and cannot be held to a typical:in-use noncompliance deciswn by simply
averaging emission exceedances over the useful life,

Using the authority cited in H & 8 Code Sections 43105 and 431086, the
intent of the adopted emission warranty and recall regulations, and the intent of
the emission certification test procedures, it is clear that ARB must ensure the
durability of the emission control systems, at minimum, for the full useful life of
the vehicles and engines. Therefore to make clear the link between the
warranty regulations and the test procedures, staff is proposing adding
language to the test procedures that states when in-use warranty reporting
indicates a systemic defect exceeding four percent it constitutes a violation .of
the test procedures, €.g., for light duty vehicles:
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§86.1823-01 October 6, 2000. Amend as follows: Add the following
sentence to the first paragraph: Beginning with 2010 model-year
vehicles or engines, at the time of certification manufacturers shall
demonstrate that the emission control devices on their vehicles or
engines will not exceed a valid failure rate of four percent or 50 claims,
whichever is greater, in an engine family, test group or subgroup over
the useful life of the vehicles or engines they are instalied in. If any
emission control device fails at this rate, that constitutes a violation of
these test procedures and it entitles the Executive Officer of the Air
Resources Board to require that the vehicles or engines they are
installed in be recalled or subjected to corrective action as set forth in
titte 13 CCR, Division 3, Chapter 2, Article 5, sections 2166 through
2174,

Staff believes adding the requirement in the test procedures will ensure
the manufacturer understands its obligations during the certification process to
accurately represent the durability of emission control components.

2. Corrective Action
Manufacturers will continue to be required to perform corrective action

for identifiable emission-related component defects. The staff expects that
recall will be required in a number of situations, such as when it is determined

that an exhaust after-treatment device or OBD computer has a systemic defect.

Exhaust after-treatment devices are of critical importance in maintaining the
lowest possible emission tevels and they are monitored by the OBD system.
When the OBD system detects an exhaust after-treatment device conversion
efficiency problem and the MIL is illuminated, an exceedance of the emissions
standards is present at 1,75 times. However, as exhibited in the DCC
scenarios, the excess emissions can be very high even before the OBD MIL is
illuminated. The on-board computer also plays a critical role in the operation of
many emissions control systems, including the OBD system.

The staff expects that the principle corrective action in many situations
will be extended warranty coverage. The ARB will allow manufacturers to
extend warranties to address defects. With today’s technology, the OBD
system can detect an emission-related component defect and therefore alert
owners to the problem. Regardiess of the type of corrective action, any
replacement parts must be of improved quality and durability to ensure that the
corrective action effort adequately addresses the problem.

While the staff believes that any extension to the emission warranty
period to adequately address a systemic defect emission-controi component
should be equivalent to the entire on-road life of ail affected vehicles, it is
necessary and reasonable to limit the manufacturers’ responsibility. Therefore,
staff is proposing that the extension to the emission warranty period for
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passenger cars, light- and medium-duty vehicles will be limited to 15 years or
150,000 miles, whichever first occurs. Thisis equivalent fo the emissions
warranty period that manufacturers currently utilize for partial zero-emission
vehicles (PZEV) and staff believesthat manufacturers already design
emission-control components to-operate effectively for that period of time and
mileage. Heavy-duty vehicles and engines used in such vehicles that are
determined to contain systemic defects will be required to extend the warranty
1o 10 years, 200,000 miles, or 6,000 hours, whichever first occurs.

The proposed amendments would make it clear that manufacturers may
request hearings when recalls are ordered, and that the record would be limited
to the information generated in the emissions warranty reporis and any other
information required by the Executive Officer up to the date of the recall order.
Consistent with statute, under the staff's proposal hearings would not be
available when other types of corrective -action besides recall are ordered, but
parties would retain all rights to challenge such orders in court.

3. Reporting Changes
EWIR Changes

Staff has determined that quarterly EWIR submissions, while ‘helpful for
determining trends for certain emission-control component failures, are-not
absolutely necessary for the effective administration of the EWIR program,
Staff also believes that the requirement 1o submit. an EWIR at-one percent or
25 ¢claims (whichever is greater) is excessive since many of these components
‘have been shown to never reach a valid four percent failure rate and trigger the
consideration for corrective action. In fact, of some 3,700 emission-control
components in EWIRs submitted each -quarter, only about 32 percent or 1,200
components have reached the four percent trigger level. The staff proposes
the following amendments to the EWIR provisions.

« Beginning with the 2010 model-year vehicles or engines,
manufacturers shall file an EWIR on an-annual basis when the
cumutative number of unscreened warranty claims for a:specific
‘emission-related component replacement or repair represents at least
four percent or 50 claims (whichever is greater) of the vehicles or
engines of a California—certified engine family or test group.

» ‘When the cumulative number.of unscreened warranty claims fora
specific emission-related component replacement or repair represents
at least ten percent or 100 claims (whichever is greater) of the vehicles
or engines of a California—certified engine family or test group, the
manufacturer shall determine if a valid four percent or 50 defects
exists. The manufacturer shall include these findings as a
supplemental EWIR {SEWIR) report or may elect to proceed
immediately fo corrective action. The SEWIR will be required quarterly

.00



until such time as the ARB determines the report or corrective action is
not necessary for that component. If the SEWIR indicates that the
systemic defect is less than a valid four percent failure rate, the
manufacturer must continue to monitor their data and file a SEWIR on
a guarterly basis. This cycle will continue until corrective action is
taken, until warranty repotting is no longer required, or the ARB waives
the reporting requirement.

FIR Changes

The proposed amendments will eliminate the need for an FIR report for
the warranty reporting process.

EIR Changes

The proposed amendments will eliminate the need for an EIR report for
the warranty reporting process.

Shown below is a chart comparing the current regulations with the
proposed regulations based on actual warranty reporting data taken from
2001-2002 model-year warranty reports.

Figure 2- Current vs Proposed Reporting Requirements Based on 2001-2002 MY Data
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Figure 2 illusirates the amount of reporting that has occurred under the
current regulation by vehicle category, and how this may change if the
proposed regulation is adopted. Notable is the large number of EWIRs
(reports indicating the warranty rate has exceeded one percent) resulting from
the current regulations, and the much smaller number of cases where
unscreened warranty rates exceed four percent. By increasing the threshold
for injtial reporting from one percent to four percent, the proposed regulations
will reduce the average number-of EWIRs by about 66 percent.

Under the new proposal, the validation of unscreened warranty claims
‘will not be required untii the EWIR rate reaches ten percent. Unscreened
warranty claim rates that are ten percent or:.greater nearly always resultin a
valid four percent failure level, and this triggers the process of determining
appropriate corrective action. Once the EWIR is filed, the manufacturers must
continue to monitor their warranty data on a quarterly basis. When the
unscreened claim rate reaches ten percent or 100 claims (whichever is
greater), the manufacturer shall provide corrective action for the defective
component-or provide a SEWIR-if the defect rate has not reached a valid four
percent failure level. _

4. Summa-ry'of Changes
Figure 3 shows how the proposed regulations would have affected

corrective actions for the 2001-2002 mods! year vehicles by vehicle category
had they been in place at that time:
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Figure 3 - Current vs Proposed Corrective Actlon Based on 2001-2002 MY Warranty Data
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Overall, the number of recall actions would have been reduced by over
93 percent because most of the parts reported to be defective did not invoive
exhaust after-treatment devices. The number of extended warranties would
probably triple, replacing most recalls and causing corrective action for
components manufacturers argued would not cause emission exceedances, on

average.

Staff's proposed flow of reporting changes and corrective action
requirements are shown in Figure 4.
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Figure 4
Proposed Warranty Reporting and Corrective Action Requirements
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VIl. lssues of Controversy
A. Legal Authority

Staff expects most of the controversy to center around the Board’s
authority to require the corrective actions outlined in this proposal for
components that do not cause an exceedance of emission standards on
average. Staff believes that there is ample legal authority to support the
proposal, as discussed in Sections V and VI, above. As we saw in the DCC
and Toyota cases, while staff believed that there were emission impacts from
the defects, since the ARB did not have the resources to tie the defects to the
current emission exceedance requirement, it could not require that the defects
be corrected, which left many vehicles in-use today with excess emissions.
Industry’s position is that staff's proposal actually creates a level of .consumer
protection of which the ARB has no authority to impose. Staff disagrees and
believes that the proposed modifications would protect the integrity and intent
of the certification and in-use programs and uitimately protect the emission
benefits expected from the new vehicle and engine standards.

Extended warranties are also an expected area of controversy. Health
and Safety Code sections 43204-43205.5 basically provide that manufacturers
must warrant that the vehicles they manufacture are “designed, built and
equipped so as to conform, at the time of sale, with the applicable emission
standards” and “free from defects in materials and workmanship” which cause
them to “fail to conform with applicable emission standards” for their useful
lives. Clearly, if it were basing its proposal solely on these provisions, ARB

“would not have authority to require that manufacturers extend warranties on
failing emissions related parts beyond the useful lives of the vehicles they are
found in. The reason is simple—because these provisions do not authorize
warranty coverage beyond the periods prescribed in the statutes,

The inquiry does not end there, however. Health and Safety Code
section 43105 prohibits manufacturers from selling vehicles in California “if the
manufacturer has violated emission standards or test procedures and has
failed to take corrective action, which may include recall of vehicles or enginas,
specified by the state board in accordance with regulations of the state board.”
Emphasis supplied. This means that in the case of violations of the test
procedures or emission standards the ARB may require by regulation other
kinds of relief in the form of corrective action, not just recall. Furthermore, the
Health and Safety Code does not define or limit the term “corrective action”.
This, coupled with the fact that Health and Safety Code section 43105 provides
that in the case of violations of the test procedures or the emission standards
the ARB has wide discretion (“The procedures for determining, and the facts
constituting, compliance or failure of compliance shall be established by the
state board.”) indicate that ARB does have the authority to require that
warranties on failing emissions related part must be extended beyond the
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.useful lives of the vehicles they are installed in. Extended warranties for failing
emission control components is simply one type of corrective action, one made
particularly effective because of the ability of OBD systems to-detect
malfunctions and warn owners to 'seek repairs. Again, the authority for doing
this is not located in Health and Safety Code sections 43204-43205.5 which
provide the -authority for requiring the basic emissions warranty, but in Health
and Safety Code section 43105 that provides:the ARB with wide discretion to

- reguire recalls-or other corrective action in the event of violations of emission
standards or test procedures. '

‘Under the proposed regulations, warranty extensions would be required
where component failures exceeded the warranty reporting threshoid, linked 1o
the test procedures, entitling the ARB 10 order corrective action, in this casean
extended warranty. It is also notable that Health and Safety Code sections
43204-43205.5 do not place any limitations, .explicit or otherwise, on ARB's
authority to order corrective action under Health and Safety Code section
43105. Similarly, given ARB's wide discretion in this area, there is no legal
impediment to requiring manufacturers to recall the affected vehicles or provide
extended warranties for them. One factual rationale for doing this is similar to
the ‘one advanced in the OBD recall rulemaking—that projecting failure rates
and future emission of failing components is highly speculative, but itis certain
that emissions componenis fail more frequently as they.age. WhenOBD
systems detect these future failures of components that have systemically

failed during the vehicles’ useful lives, they should be remedied, either by recall

or.other corrective action such as extended warranty.
B. Independent Service Facilities Warranty Station Designation

The independent:service and repair industry and aftermarket parts
manufacturers’ associations have requested that the proposed:amendments
include the provision that would allow their members to-apply and be qualified
as “warranty repair stations” as defined in title 13, CCR, Section 2035. The
proposed amendments should not have an impact.on the independent service
and repair industry and aftermarket parts manufacturers since the proposal
‘deals with relatively new vehicles and engines that are most commonly
serviced at new car dealerships. The proposed recall and/or extended
warranty requirements are strategies utilized by the ARB for many years. Only
those :emission-control components that are determined to be systemic
defects, .and corrective action is the vehicle or engine manufacturer’s
responsibility, would be affected. Staff feels the amount or work redirected from
independent facilities will be minimal and therefore does not warrant the
regulatory change. .
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VIIl.  Air Quality, Environmental, and Economic Impacts

The proposed amendments will have a positive impact on air quality by
ensuring that California-certified vehicles or engines that have been identified
to contain systemic emission-control components defects are subjected to
effective corrective action. Through improved reporting, failure analysis, and
effective emission repair work, the amendments will help ensure that the
emission benefits attributed to California’s stringent exhaust and evaporative
emission standards will be fully realized in-use.

A. Environmental Justice

State law defines environmental justice as the fair treatment of people ot
ali races, cultures, and incomes with respect o the development, adoption,
implementation, and enforcement of environmental laws, regulations, and
policies (Senate Bill 115, Solis; Siats 1999, Ch. 690; Government Code
§ 65040.12(c)). The Board has established a framework for incorporating
environmental justice into the ARB's programs consistent with the directives of
State law. The policies developed apply to all communities in California, but
recognize that environmenta! justice issues have been raised more in the
context of low income and minority communities, which sometimes experience
higher exposures 10 same pollutants as a result of the cumulative impacts of air
pollution from multiple mobile, commercial, industrial, areawide, and other
sources.

Qver the past twenty years, the ARB, local air districts, and federal air
pollution control programs have made substantial progress towards improving
the air quality in California. However, some communities continue to
experience higher exposures than others as a result of the cumulative impacts
of air pollution from multiple mobile and stationary sources and thus may suffer
a disproportionate level of adverse health effects.

The emission reductions resulting from adoption of the proposed
regulatory revisions will potentially affect all vehicles, and thus emission
reductions will occur statewide. To the extent that communities have a
disproportionate population of older cars, the benefit of the extended warranty
may provide relatively greater air quality benefit to these communities.

B. Economic Impacts

The Administrative Procedures Act requires that, in proposing to adopt
or amend any administrative regulation, state agencies shall assess the
potential for adverse economic impacts on California business enterprises and
individuals, including the ability of California businesses to compete with
businesses in other states, and fiscal impacts on state and local agencies.
Below is staff's assessment of the economic impacts of this proposal.
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C. Cost fo State Agencies

The implementation of these regulations in 2010 is expected to result in
additional corrective actions compared to the current regulatiens. if overall
reliability of components doas not improve compared to today, it will require up
to two additional ARB staff to ensure proper corrective actions:are taken ata
cost to the ARB of approximately $200,000 per year.

The proposed amendments-are not expected to create additional costs
to any other state agency, local district,.or.school district, including any
federally funded state agency or program.

D. Coststo Engine and Motor Vehicle Manufacturers

The businesses to which the proposed requirements are addressed and
for which compliance would be required are manufacturers.of California motor
vehicles. There are presenily 34 domestic and foreign corporations that
manufacture California-ceriified passenger cars, light-duty trucks, and medium-
duty gasoline and diesel fueled vehicles that would be subject to the proposed
amendmenis. Only one motor vehicle manufacturing plant (NUMMI) is located
in California. For motor vehicle manufacturers to comply with the proposed
regulatory action, the costs are expected to be negligible. Moreover,
manufacturers are expected to comply with all applicable laws. For
manufacturers that continue to produce vehicles or-engines with defective
components, recall and/or warranty costs will intrease. The amount cannot be
‘quantified at this time. Manufacturers will experience some savings in
decreased warranty reporting costs.

- E. Potential Impacts on Other Businesses

The proposed:amendments should have minimal impact on the
independent service and repair indusiry -and aftermarket parts manufacturers
since the proposal deals with relatively new vehicles and engines that are still
warranty requirements are strategies utilized by the ARB for many years. Only
those emission-control components that are determined to have systemic
defects would be-affected by the extended warranty.

F. Potential Impact on Business Competitiveness

The proposed amendments are expected to have no efiect on the ability
of California businesses to compete with businesses in other states.
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. Potential Impact on Employment

Staff does not believe the regulatory proposal would result in the loss of
jobs. It may create additional jobs in California, based on the need to perform
the additional recall or extended warranty work.

H. Regulatory Alternatives

One regulatory alternative would be to not adopt the proposed
amendments. Staff believes that this would be unacceptable. The current
status of the regulations has allowed several obvious violations of the
intentions of the in use regulations as well as the certification test procedures

and likely resulted in increased emissions, such as the DCC and Toyota cases.

This approach of status quo would not strengthen and make clear the ARB's
authority to ensure complying and durable emission control systems that
uitimately meet the State’s emissions goals. Staff does not consider this a
viable option to protect the State's air quality benefits expected from the on
road emission regulations.

Staff has determined that no feasible alternative considered would be
more effective in carrying out the purpose of the proposed amendments. No
alternative would be as effective as or less burdensome to affected private
persons than the proposed amendments to the regulations,

IX. Summary and Statf Recommendation

California has enacted some of the most stringent emission
requirements for passenger cars, light- and medium-duty vehicles, heavy-duty
vehicles and engines used in such vehicles, and motoreycles. Without the
assurance that those vehicles or engines will be equipped with emission-
control componenits that are both effective and durable for the certified useful
life periods, the envisioned heaith benefits to Califernians will not be fully
realized.

Systemic defects involving emission-control components are routinely
identified on relatively new vehicles sold in California each year. Thecurrent
regulations whose objective is to implement corrective action for failing
components are not doing the job they were designed to do. Therefore, staff
has developed proposed revisions to these regulations that would result in
more defective emission-conirol components being repaired or replaced. The
proposed revisions will alse reduce the amount of reporting required of vehicle
and engine manufacturers. Staff recommends the Board adopt the proposed
amendments to California’s emission warranty information reporting and recall
regulations and test procedures.
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TITLE 13. CALIFORNIA AIR RESOURCES BOARD

NOTICE OF PUBLIC HEARING TO CONSIDER ADOPTION OF AMENDMENTS TO
THE AIR RESOURCES BOARD’S VOLUNTARY ACCELERATED VEHICLE
RETIREMENT REGULATION

The Air Resources Board (the Board or ARB) will conduct a public hearing :at the time
and place noted below to consider adoption of amendments to the existing Voluntary
Accelerated Vehicle Retirement (VAVR) regulation. The proposed amendments include
using remote sensing devices as an additional means of identifying higher-emitting
-vehicles as possible candidates for voluntary retirement, providing appropriate credit for
identified high-emitting vehicles, and clarifying existing regulatory language. These
regulatory amendments are proposed to be considered in conjunction with proposed
non-regulatory revisions to the Carl Moyer Program Guidelines: Light-Duty Vehicle
Chapter, which are scheduled for consideration at the same public hearing and are
subject to a separate notice. .

DATE: December 7, 2006
TIME: 9:00 a.m.

PLACE: Kern County Board of Supervisors
1115 Truxtun Avenue
‘Board Chambers, 1stFioor
Bakersfield, CA 93301

This item will be considered at a two-day meeting of the Board, which will commence at
9:00-a.m., December 7, 20086, and may continue at 8:30 a.m., December 8, 2006. This
item may not be considered until December 8, 2006. Please consult the agendafor the
meeting, which will be available at least 10 days before December 7, 2006, to determlne
the day on which this item will be considered.

For individuals with sensory disabilities, this document is available in Braille, farge print,
-audiocassette, or computer disk. Please contact ARB’s Disability Coordinator at

(916) 323-4916 by voice or through California Relay Services at 711, to place your
request for disability services. if you are a person with limited English and would like to

request interpreter services, please contact ARB’s Bilingual Man.ager-at (916) 323-7053.

INFORMATIVE DIGEST OF PROPOSED ACTION AND POLICY STATEMENT
OVERVIEW

Sections Affected: ‘Proposed amendments to title 13, -California Code of Regulations,
sections 2601, 2602, 2603, 2604, 2605, 2606, 2607, 2608, 2609, 2610, Appendix A,
Appendix B, Appendix C -and Appendix D. ‘Proposed repeal of section 2611,
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Background: Vehicle scrapping or Voluntary Accelerated Vehicle Retirement (VAVR)
programs were first introduced in California in the early 1990s. The goal of such
programs is to retire older, more polluting vehicles earlier in their expected lifetimes,
thereby eliminating the emissions associated with their operation. Real emission
reductions are achieved by ensuring that qualified vehicles are still fully operational and
have useful lives remaining at the time they are scrapped. A vehicle accepted into the
program is retired by crushing it so that it and its parts are rendered unusable.

VAVR programs are strictly voluntary programs overseen by ARB and administered by
local air districts. Typically, private enterprise operators work under contract with a
district and are responsible for evaluating, approving, and disposing of qualified light-
duty vehicles. To qualify for a VAVR program, a vehicle must meet registration,
functionality, and equipment eligibility criteria. To accommodate car collectors and
others with interest in vehicles offered for retirement, VAVR programs provide the public
with an opportunity to purchase vehicles in whole or in part before the vehicles are

retired.

California Health and Safety Code sections 44100-44122 established the framework for
VAVR programs and required ARB to adopt a regulation governing VAVR that included
provisions for market-based, privately-operated VAVR enterprises and the generation of
emission reduction credits. The Board adopted VAVR regulations in 1998 and {ater
amended these regulations in 2002. These reguiations appear at title 13 California
Code of Regulations (CCR) sections 2600-2611.

Legislative changes enacted with the signing of Assembly Bill 923 (Firebaugh, 2004)
provided for additional funding of VAVR projects through the Carl Moyer Program. In
response to those changes, the Board first adopted project criteria for light-duty vehicle
programs, including VAVR programs, in the 2005 revision to the Carl Moyer Program
Guidelines. At that time, the Board approved guidelines for conventional VAVR
programs operated in accordance with ARB’s existing regulations for VAVR.

There is growing interest in using remote sensing devices to identify higher emitting
vehicles for potential participation in VAVR programs. A number of studies have shown
that remote sensing devices can be effective tools for this purpose. Remote sensing
devices typically use infrared and/or ultraviolet spectroscopy to measure the
concentrations of air pollutants in the exhaust of passing vehicles as they are driven.
As a first step toward incorporating this tool into the Carl Moyer Program, the 2005
Guidelines authorized a remote sensing pilot program, the “High-Emitting Vehicle
Identification, Repair, and Scrapping Program” to be run by the South Coast Air Quality
Management District.

Description of the Proposed Requlatory Action: The proposed amendments to the
2002 VAVR regulation would authorize the optional use of remote sensing devices and
other technologies to identify high emitting vehicles as possible candidates for voluntary
retirement. These regulatory amendments are proposed to be considered in ,
conjunction with closely related non-reguiatory amendments to the Carl Moyer Program
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Guidelines. Other changes to the regulation are proposed to improve clarity, correct
errors, and to delete obsolete provisions.

The effect-of these changes would be to-expand opportunities for implementing high
-emitter VAVR programs. In such programs, the highest emitting vehicles in the fleet
would be identified via remote sensing devices orother methods and the owners of
these vehicles would be contacted and offered an opportunity to voluntarily retire their
~venicles. The proposed changes to the VAVR regulation specify the framework for
running .a high emitter VAVR program and allow for calculating emission reductions that
reflect the high-emitting nature -of qualified vehicles. The proposed changes will leave in
place existing provisions for conventional VAVR :programs. This aliows Districts the
flexibility to continue to -operate the current simpler program while prowdmg
opportunities to expand if so-desired.

_ Specific propo-sed changes to the VAVR regulation are as follows:

» Section 2608 is proposed to be revised to allow for the generation of additional
‘emission reduction credits for the voluntary retirement of high emlttmg vehicles.

» Section 2610 is propoesed to be revised to authorize the optional use of remote
sensing devices and other ARB-approved methods to identify high emitting
vehicles. The proposed ianguage would replace original section 2610, which
referenced a pilot program that has been completed.

¢ Section 2611 is proposed for deletion because the provisions of that section
depended on funding for Measure M1 of the 1994 State implementatlon Plan that

will not be forthcoming.

» Other provisions -are propoesed for revision to improve clarity, correct.grammatical
and-organizational -errors, and to increase consistency within the regulation.

‘COMPARABLE FEDERAL REGULATIONS

U.S. EPA has published a r'docu.rhent, “Guidance for the Implementation of Accelerated
Retirement of Vehicles Programs,” but has not promulgated formal regulations for this
program. ‘ :

AVAILABILITY OF DOCUMENTS AND AGENCT CONTACT PERSONS

The ARB staff has prepared a Staff Report: Initial Statement of Reasons (ISOR) for the
Proposed Amendments to the Voluntary Accelerated Vehicle Retirement Regulation
(Staff Report) for the proposed regulatory action, which includes a summary of the
‘environmental and -economic impacts of the proposal. The ISOR is entitled “Staff
Report: Initial Statement of Reasons for Rulemaking-Proposed Amendments to the Air
Resources Board's Regulations for Voluntary Accelerated Light-Duty Vehicle
Retirement.”
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Copies of the ISOR and the full text of the proposed regulatory Janguage, in underline
and strikeout format to allow for comparison with the existing regulations, may be
accessed on the ARB’s web site listed below, or may be obtained from the Public
Information Office, Air Resources Board, 1001 | Street, Visitors and Environmental
Services Center, 1% Floor, Sacramento, CA 95814, (916) 322-2990 at least 45 days
prior to the scheduled hearing on December 7, 20086.

Upon its completion, the Final Statement of Reasons (FSOR) will be available and
copies may be requested from the agency contact persons in this notice, or may be
accessed on the ARB's web site listed below.

Inquiries concerning the substance of the proposed regulation may be directed to the
designated agency contact persons; John Kato, Manager of the Innovative Strategies
Section, at (916) 322-2891 or by e-mail at jkato@arb.ca.gov, Andrew Panson, Staff Air
Pollution Specialist, at (916) 323-2881 or by e-mail at apanson@arb.ca.gav, or Tom’
Roemer, Air Pollution Specialist, at:(916) 322-1520 or by e-malil at froemer@arb.ca.gov.

Further, the agency representative and designated back-up contact person to whom
non-substantive inquiries concerning the proposed administrative action may be
directed is Alexa Malik, Regulations Coordinator, (916) 322-4011, or Lori Andreoni,
Clerk of the Board, at 322-5594. The Board has compiled a record for this ruiemaking
action, which includes all the information upon which the proposal is based. This
material is available for inspection upon request to the contact persons.

This notice, the ISOR, and all subsequent regulatory documents, including the Final
Statement of Reasons, when completed, are available on the ARB ‘Internet site for this
rulemaking at www.arb.ca.qov/regact/vavr06/vavr06.htm

COSTS TC PUBLIC AGENCIES AND TO BUSINESSES AND PERSONS AFFECTED

The determinations of the Board's Executive Officer concerning the costs or savings
necessarily incurred by public agencies, private persons, and businesses in reasonable
compliance with the proposed regulations are presented below.

The ARB Executive Officer has determined that the proposed reguiatory action will not
create costs or savings, as defined in Government Code section 11346.5(a)(5) and
11346.5(a)(6), to any state agency or in federal funding to the state, costs or mandate to
any local agency or school district whether or not reimbursable by the state pursuant to
Part 7 (commencing with section 17500), Division 4, Title 2 of the Government Code, or
other non discretionary savings to local agencies.

Participation in the VAVR regulations is purely voluntary. Businesses, individuals and
districts will not participate in VAVR programs unless it is economically beneficial for
them to do so. By purchasing credits generated under VAVR programs, businesses
may delay having to install more expensive air pollution control equipment or
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implementing more costly process modifications. Accordingly, the economic impacts of
the proposed regulatory action are expected to be positive. In developing this
regulatory proposal, the ARB staff evaluated the potential economic impacts on
representative private persons.or businesses. The ARB is not aware of any cost
impacts that a representative private person or business would necessarily i mcur in
reasonable compliance with the proposed action.

The Executive Officer has made an initial determination that the proposed regulatory
action will not have a significant statewide adverse economic impact directly affecting
businesses, including the ability of California businesses to compete with bus:nesses in
other states, or on representative private persons.

In ‘accordance with - Government:Code section 11346.3, the Executive Officer has
determined that the proposed regulatory action will not affect the creation or-elimination
of jobs within the State of California, the creation of new businesses or elimination of
existing businesses within the State of California, or the expansion of businesses
currently doing business within the State of California. A detailed assessment of the
economic impacts of the proposed regulatory action-can be found in the ISOR.

The Executive -Officer-has also determined, pursuant to Government Code section
11346.5(a)(3)(B), that the proposed regulatory:action will not affect small businesses
because this is a change to a regulation that is voluntary with respect to small
businesses and there are no mandated requirements and no associated impacts.

In accordance with Government Code sections 11346.3(c) and 11346.5(a)(11), the
Executive Officer has found that the reporting requirements of the regulation that.apply
to businesses are necessary for the health, safety, and welfare of the people of the
State of California. '

Before taking final action on the proposed regulatory action, the Board must determine
that no alternative considered by the Board or that has otherwise been identified :and
brought to the attention of the Board would be more effective in carrying:-out the purpose
for which the action is proposed or would be as effective and less burdensome to
affected private persons than the proposed action.

SUBMITTAL OF COMMENTS

The public may present comments relating to this matter orally or in writing at the
hearing, and in writing or by e-mail before the hearing. To be considered by the

Board, written submissions not physically submitted at the hearing must be received no
later than 12:00 noon, December 6, 2006, and addressed to the following:

- Postal mail: Clerk of 'the'Bbard, Air Resources Board _
1001 1 Street, Sacramento, California 95814
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‘htt Jhwww.arb.ca.govlispub/commy/bclist.ph

Electronic submittal.

Facsimile submittal: (816) 322-3928

The Board requests but does not require that 30 copies of any written statement be
submitted and that all written statements be filed at least ten days prior to the hearing so
that ARB staff and Board Members have time to fully consider each comment. The
ARB encourages members of the public to bring to the attention of staff in advance of
the hearing any suggestions for modification of the proposed regulatory action.

STATUTORY AUTHORITY AND REFERENCES

This regulatory action is proposed under that authority granted in Health and Safety
Code, sections 39600 and 39601, 44101 and 44102. This action is proposed to
implement, interpret and make specific Health and Safety Code sections 39002, 38003,
42400, 42400.1, 42400.2, 42400.3, 42400.4, 42400.5, 42400.6, 42401, 42402, 42402 1,
42402.2, 42402.3, 42402.5, 42403, 43000, 43013, 43016, 44101, 44102, 44103, 44105,
44106, 44107, 44109, 44120, and 44121.

HEARING PROCEDURES

The public hearing will be conducted in accordance with the California Administrative
Procedure Act, title 2, division 3, part 1, chapter 3.5 (commencing with section 11340) of
the Government Code.

Following the public hearing, the Board may adopt the regulatory language as originally
proposed, or with non substantial or grammatical modifications. The Board may also
adopt the proposed regulatory language with other modifications if the text as modified
is sufficiently related to the originally proposed text that the public was adequately
placed on notice that the regulatory language as modified could result from the
proposed regulatory action. In the event that such modifications are made, the fuil
reguiatory text, with the modifications clearly indicated, will be made available to the
public for written comment at least 15 days before it is adopted.

The public may request a copy of the modified regulatory text from the ARB’s Public
Information Office, Air Resources Board, 1001 | Street, Visitors and Environmental
Services Center, 1* Floor, Sacramento, CA 95814, (916) 322-2990.

CALIFORNIA AIR RESOURCES BOARD
v FZ i
Catherine Witherspoon F

Executive Officer

Date: October 10, 2006

o i h—————— - -
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CALIFORNIA AIR RESOURCES BOARD

NOTICE OF PUBLIC MEETING TO ADOPT REVISIONS TO THE CARL MOYER
INCENTIVE PROGRAM GUILDELINES: LIGHT-DUTY VEHICLE CHAPTER '

. The Air Resources Board (the Board -or ARB) will conduct a public hearing at the time
and place noted below to consider revisions to the Carl Moyer incentive Program
Guidelines: Light-Duty Vehicle Chapter. ‘Consideration of the proposed revisions is tied
directly to the proposed amendments to the Voluntary Accelerated Vehicle Retirement
(VAVR) reguiation, which is also scheduled for consideration at the same public hearing
and is the subject of a separate notice. The proposed revisions 1o the VAVR regulation
include adding criteria for the Voluntary Repair of Light-Duty Vehicles (VRV).

DATE:  December 7, 2006
TIME: 9:00:a.m.

PLACE: Kern County Board of Supervisors
1115 Truxtun Avenue '
‘Board Chambers, 1st Floor
Bakersfield, CA 93301

This item will -be considered at a two-day meeting of the Board, which will commence at
9:00 a.m., December 7, 2006, and may continue 1o 8:30 a.m., December 8, 2006. This
item:may not be considered until December 8, 2006. Please consult the agenda for the
meeting, which will be available atleast ten days before December 7, 2006, to
determine the day on which this item will be considered.

For individuals with sensory disabilities, this document is availabie in Braille, large print,
audiocassette, or computer disk. Please contact ARB’s Disability Coordinator at

(916) 323-4916 by voice or through California Relay Services at 711 {o place your
request for-disability services. If you are a person with limited English and would like to
request interpreter services, please contact ARB’s Bilingual Manager at (916) 323-7053.

‘Background:

The Carl Moyer Memorial Air Quality Standards Altainment Program funds projects that
voluntarily reduce air.emiissions. Establishedin 1999 by sections 44275 through
44299.1 of the Callifornia Health and Safety Code (HSC), its purpose is to obtain early
emission reductions (those that are not currently required by statute or regulation) in
order to help California attain health-based ambient air quality standards and meet its
air quality obligations under the State Implementation Plan. The Carl Moyer-Program
provides grants to local air-districts for disbursal to -applicants to fund the incremental
cost.of lower-emission vehicles, engines, and equipment. In essence, the Carl Moyer

S R o R G~ 4 ey
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Prog'ram buys critical emission benefits that California needs to attain state standards
and to meet federal air quality deadlines.

The Carl Moyer Program is implemented through :guidelines, criteria, and protocols
adopted by ARB. The Board approved the |ast revisions to the Carl Moyer Program
Guidelines in December 2005. In conjunction with proposed amendments to the VAVR
regulation, it is necessary to yevise the Carl Moyer Program Guidelines to reflect the
proposed new provisions and emission information. If adopted by the Board, these
proposed regulatory revisions will affect Carl Moyer Program projects.

Voluntary Accelerated Vehicle Retirement programs were first introduced .in California in
the early 1990s. The goal of such programs is to retire older, more polluting vehicles
earlier than the end of their expected lifetime, thereby eliminating the emissions
associated with their coritinued operation. VAVR programs are strictly voluntary
programs overseen by ARB and administered by local air districts. To qualify for a
VAVR program, a vehicle must meet registration, functionality, and equipment eligibitity
criteria. To accommodate car collectors and others with interest in vehicles offered for
retirement, VAVR programs provide the public with an opportunity to purchase vehicles
in whole or in part before the vehicles are retired.

The Health and Safety Code (sections 44100-44122) required ARB to adopt a
regulation governing VAVR that included provisions for market-based, privately-
operated, VAVR enterprises and the generation of emission reduction credits. The
Board adopted VAVR regulations in 1988 at title 13 California Code of Regulations
(CCR) sections 2600-2611 and amended them in 2002.

Light-duty vehicle projects became eligibie for Carl Moyer Program funding as a result
of legislative changes enacted in 2004 (Assembly Bill 923; see HSC sections
44229(b)(1) and (4) and section 44281(a)(5)). The Board first adopted project criteria
for light-duty vehicle programs in the 2005 revision to the Carl Moyer Program
Guidelines. At that time, the Board approved guidelines for conventional VAVR
programs operated in accordance with ARB’s existing regulations for VAVR. ARB
deferred the development of the Voluntary Repair of Light-duty Vehicles (VRV)
guidelines until 2006 to allow time to fully evaluate the challenges of operating vehicle
repair programs.

From March 2006 through September 2006, ARB staff held a series of public
workshops to gather public comments regarding the proposed additions of criteria for
the VRV as well as for the amendments to the VAVR regulation. ARB staff also worked
closely with the air districts during development of the criteria and guidelines to facilitate
-flexibility with district programmatic needs. These guidelines are exempt from the
Administrative Procedure Act (Government Code section 11340, et seq.) and instead
are subject to specific adoption procedures specified in H3C section 44287, which
directs ARB to allow the public 45:days to comment on any proposed revisions to the
Carl Moyer Program before they may be adopted by the Board. The staff's proposed
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revisions were made available to the public on October 20, 2006 and will be considered
by the Board at the time and piace listed above.

Proposed Revisions:

As part of the VAVR program, ARB staff is proposing criteria for inclusion of VRV
programs in the Carl Moyer Program as an additional option for reducing emissions
from high emitting vehicles. The proposed amendments to the 2002 VAVR regulation
would authorize the optional use of remote sensing devices and other technologies to
identify high emitting vehicles as possible candidates for voluntary retirement. These
regulatory amendments will be considered in conjunction with closely related
amendments to the Carl Moyer Program Guidelines. In such programs, the highest
emitting vehicles in the fleet would be identified via remote sensing devices or-other
methods and the owners of these vehicles would be contacted and offered an
opportunity to voluntarily retire their vehicles. The proposed changes fo the VAVR
regulation specify the framework for running a high emitter VAVR/VRYV program and
provide for calculating emission reductions that reflect the high-emitting nature of
qualified vehicles. The proposed changes will leave in place existing provisions for
conventional VAVR programs, where the emissions of the retired vehicle are assumed
to reflect the average emissions of vehicles of the same model year. The changes will
also establish the guidelines for inclusion of VRV under the VAVR reguiation to further
accelerate early emissions reductions from the light-duty vehicle fleet.

Key E!ements of the VRV: Vehicle repair projects must achieve surplus emission
reductions to receive funding under the Carl Moyer Program. Vehicle owners routinely
pay for repairs on their own vehicles. Simply shifting the cost of repairs from the owner
to the State does not, in and of itself, result in surplus-emission reductions. Surplus
emission reductions are ‘achieved only by: (1) funding repairs that would not have
occurred otherwise; and (2) accelerating repairs so they occur earlier than they would
have otherwise. Distinguishing repairs that would :only occur with State funding from
those that would have happened in the absence of the Carl Moyer Program {“anyways
reductions”) is a.challenge. Staffis proposing project criteria that attempt to prevent
funding these “anyways reductions,” and is proposing that districts evaluate their VRV
plans to ensure their programs would prevent funding repairs which would have
-occurred in absence of the program. : ‘

Critical to :th'e success of vehicle repair projects is ensuring that emission control system
failures are correctly diagnosed and repaired so that real emission reductions are
achieved. Staff is proposing project criteria requiring systematic diagnosis and repair in
accordance with 'standard industry protocols to ensure that vehicles are correctly and
efficiently repaired. '

AVAILABILITY OF DOCUMENTS AND AGENCY CONTACT PERSONS

The pro;poéed revisions to the Carl Moyer Program Guidelines will be presented by ARB
staff at the Board meeting. Copies of the proposed revised chapter of the Guidelines
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may be accessed on the ARB’s web site:
http://www.arb.ca.gov/msprog/moyer/moyer.hitm, or may be obtained from the Public
Information Office, Air Resources Board, 1001 | Street, Visitors and Environmental
Resources Center, 1! Floor, Sacramento, CA 95814, (916) 322-2990 at least 45 days
prior to the scheduled hearing on December 7, 2006.

Further inquiries concerning this matter may be-directed to the designated agency
conitact persons: John Kato, Manager of the Innovative Strategies Section, at

(916) 322-2891 or by e-mail at jkato@arb.ca.gov; Andrew Panson, Staff Air Pollution
Specialist, at (916) 323-2881 or by e-mail at apanson@arb.ca.gov; or Tom Roemer, Air
Pollution Specialist, at (916) 322-1520 or by e-mail at troemer@arb.ca.gov.

SUBMITTAL OF COMMENTS

Interested persons may present comments relating to this matter oraily or in writing at
the hearing, and in writing or by e-mail before the hearing. To be considered by the
Board, written submissions not physically submitted at the hearing must be received no
later than 12:00 noon, December 6, 2006, and addressed to the following:

Postal mail: Clerk of the Board, Air Resources Board
1001 | Street, Sacramento, California 95814

Electronic submittal: http://www.arb.ca.gov/lispub/comm/bclist.php
Facsimile submittal: (918) 322-3928

The Board requests but does not require that 30 copies of any written statement be
submitted and that all written statements be filed at least ten days prior to the hearing so
that ARB staff and Board Members have time to fully consider each comment. The
ARB encourages members of the public to bring to the attention of staff in advance of
the hearing any suggestions for modification of the proposed action.

The public may request a copy of the modified regulatory text from the ARB’s Public
Information Office, Air Resources Board, 1001 | Street, Visitors and Environmental
Services Center, 1% Floor, Sacramento, CA 95814,

(916) 322-2990.

CALIFORNIA AIR RESOURCES BOARD

Catherine Witherspoon f

Executive Officer

Date: October 10, 2006
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JOINT SUMMARY REPORT: VOLUNTARY ACCELERATED VEHICLE
RETIREMENT AND VOLUNTARY REPAIR OF VEHICLES

At the December 7, 2006 Air Resources Board (ARB or Board) meeting, the Board will
consider two separate, but closely related proposals concerning incentive programs
aimed at reducing emissions from light-duty motor vehicles. These proposals would
expand opportunities for voluntary accelerated vehicle retirement (VAVR or vehicle
scrapping) and establish new guidance for voluntary repair of vehicles (VRV).
Requirements for incentive programs are generally contained within guidelines, such as
the Carl Moyer Program Guidelines. However, requirements for VAVR programs are
unique because they are also contained in regulatlons Therefore, two separate, but
consistent proposals are necessary. Proposed revisions to the ARB’s VAVR regulation
would impact only VAVR. Proposed revisions to the ARB’s Carl Moyer Program
Guidelines would impact both VAVR and VRV. Because the reports prepared to
support each proposal only address portions of the overall program, staff has prepared
this joint summary report to briefly describe its overall proposal for expanding light-duty
vehicle incentive program opportunities.

Background

Light-duty vehicles include passenger cars and light-duty trucks such as pick-up trucks,
sport utility vehicles (SUVs), and vans. In 2005, the estimated number of light-duty
vehicles in California was over 21 million. These vehicles emit nearly 600 tons per day
each of reactive organic gases (ROG) and oxides of nitrogen (NOx) statewide, making
them major contributors to California’s air pollution. Oider, light-duty vehicles (pre-1990
model years) account for 56 percent of the ROG and 41 percent of the NOx emissions
from all light-duty vehicles in 2005 despite accounting for only 19 percent of the vehicle
population and less than 13 percent of the vehicle miles traveled (VMT). Generally,
these older vehicles emit more pollutants because of less stringent emission standards
and increased wear and tear emission control components. Even well maintained, older
vehicles tend to be higher emitting than newer ones because they lack advanced
emission controls,

Incentive-base vehicle retirement or repair programs offer a cost-effective means to
immediately reduce emissions from older vehicles. They offer the best way to address
emissions from the pre-1976 model year vehicles that are exempt from Smog Check.

Incentive Programs for Light-Duty Vehicles

The role of incentive programs as part of California’s air quality strategy has increased
over the past decade with the creation of, and more recent expansion of, the Carl Moyer
Program. The program originally focused on reducing NOx-emissions from diesel
engines. However, the scope has expanded to include other emission sources, and
particulate matter and ROG are now include as covered pollutants. Light-duty vehicle
projects were added to the Carl Moyer Program with changes signed into law in 2004.
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With the new funding opportunities, there is renewed interest in-expanding the role of
light-duty vehicle programs as a part of California’s clean air strategy.

The ARB has identified two types of light-duty vehicle incentive projects that-are eligible
for funding: voluntary retirement programs (VAVR):and voluntary repair programs
(VRV). Both programs have the potential to decrease excess emissions from older,
high emitting vehicles. These programs may be run independently from one another,
but some districts may find it beneficial to run VAVR and VRV programs in coordination,
50 vehicle owners have the option of choosing between vehicle repair and retirement.

Introduction to VAVR

VAVR or car scrap programs provide financial incentives to encourage vehicle owners
to retire older, more polluting vehicles earlier than they would have otherwise. The ARB
already has a regulation and guidance in place for VAVR programs.

The ARB adopted a regulation in 1998 that governs the operation of VAVR operations
in California based on principles laid out in State law. The regulation was updated once
in 2002. The regulation provides for privately-operated VAVR enterprises to purchase
and retire eligible vehicles in order to generate emission reduction credits. These
credits may be retired for a-clean air benefit or used by businesses and industries as an
alternative compliance option. The regulation assures that the emission reductions
generated from accelerated retirement are real, surplus, quantifiable, and enforceable.
Prior to acceptance into the program, candidate vehicles must meet registration,
functional, and equipment eligibility criteria to ensure that they are fully operational
vehicles that would not otherwise have been immediately retired. The current

Carl Moyer Program Guidelines include project criteria for basic VAVR programs.

In conjunction with the expanded funding opportunities, a broad range -of stakeholders
have expressed a strong interest in incorporating the optional use of advanced
‘technologies such as remote sensing to identify the highest emitting vehicles for
possible participation in retirement or repair programs. Stakeholders have also
requested that VAVR programs be permitted to generate extra emission reduction
credits for retiring these high emitting vehicles. Remote sensing devices (RSD) use
spectroscopy to measure the concentrations of -air pollutants in vehicle's exhaust stream
-‘while the vehicle is on the roadway. Staff's proposed regulatory and guidance changes
would allow the optional use of RSD or other technologies to identify high emitting
vehicles. This would provide local jurisdictions additional flexibility to design programs
taitored to meet local air quality challenges. -

Introduction to VRV

VRV programs reduce emissions by paying for emission-related repairs on vehicles.
Because vehicle owners routinely pay for repairs on their own vehicles, simply shifting
the cost of repairs from the owner to the State does not, in and of itself, result in surplus
emission reductions. ‘Surplus emission reductions are achieved by funding repairs that
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would not have occurred otherwise or by accelerating repairs so they occur earlier than
they would have otherwise.

California’s Smog Check program requires that vehicles be emission tested biennially.
Vehicle's whose emissions exceed the Smog Check emission:standards must be
repairs to passing levels prior to being reregistered. Emission-related repairs required
by the Smog Check program would not be surplus. However, identifying high emitting
vehicles in between Smog Checks via RSD or other technologies and funding
accelerated emission-related repairs would result in surplus emission reductions. ARB
staff envisions that VRV programs would incorporate an element to identify high
emitting vehicles whose owners could be contacted for voluntary participation.

The ARB does not currently have guidance in place for VRV programs. Staff's proposal
would establish Carl Moyer Program Guidselines governing VRV programs.

Sumrhary of ARB Proposals for VAVR Programs

The following summarize the main provisions of ARB staff's proposals for expanding
VAVR program opportunities. If the Board adopts ARB staff's proposed changes, two
types of VAVR programs would be allowed under the regulation which we refer to as
“conventional VAVR programs” and “high emitter VAVR programs,” respectively.

In conventional VAVR programs, any older vehicle may be retired provided it meets the
minimum eligibility requirements. Emission reductions are achieved because these
older vehicles, even ones that meet their Smog Check standards, emit more pollutants
than the newer vehicles that replace them upon retirement. Vehicles retired in these
programs are typically 20 to 25 years old. A well maintained 20-25 year old vehicle
emits on average 3 to 4 times as much as the average vehicle on the road. In high
emitter VAVR programs, RSD or other technologies are used to identify the highest
emitting vehicles in the fleet for possible voluntary participation. These vehicles can
have emissions more than 10 times greater than an average vehicle. By targeting only
the highest emitting vehicles, the programs can achieve extra emission reductions
relative to conventional VAVR programs. However, these programs are more
expensive to operate. Districts interesting in running VAVR programs would have the
option of choosing which type of program to operate.

Framework for High Emitter VAVR Programs: ARB staff is proposing to modify the
VAVR regulation to allow the optional use of RSD other technologies to identify high
emitting vehicles for participation in VAVR. The proposed revisions would authorize the
generation of extra emission reduction credits for the retirement of vehicles identified as
high emitters. The proposed regulation would provide a broad framework governing
these programs instead of providing prescriptive requirements. Because these are
voluntary programs, ARB staff wanted to provide as much flexibility as possible for local
entities to design the programs that fit best for their local air quality problems. To
ensure that programs are technically sound, ARB staff is proposing that a plan detailing
how the program would run be submitted to ARB for approval in advance of starting a




73

high-emitter VAVR program. The proposed regulation specifies the elements that must
be contained in the plan to ensure that a proposed program would be technically sound.

Emission Reductions from Retiring High Emitin Vehicles: Vehicles retlred through
high emitter VAVR programs would be eligible to receive extra emission reductions
relative to those retired in conventional VAVR programs. For conventional VAVR
programs, the regulation does not require that the retired vehicle’s emissions be
measured, so the emission reductions are based on the average emissions the each
model year vehicle. This approach -does not work for vehicles identified as the highest
-emitting ones in the fleet. ARB staffis -pro'p‘os:ing -a recommended new calculation
methodology for high emitter VAVR programs in the revisions to the Carl Moyer
Guidelines. Because no VAVR programs specifically targeting the highest emitting
“vehicles, there are limited “real world” data upon which to base the calculation
m'ethodology at this time.

Stakeholders have voiced the concern that a “one size fits all’ .approach may not work
because it:may not reflect unique elements of district programs. ARB staff is proposing
a calculation methodology, relying-on a confirmatory Smog Check test to establish the
retired vehicle’s emissions, that would work in most cases, but would allow
modifications as necessary to reflect district "pr-ograms subject to ARB approval.

Vehicle Registration Requwement ARB staff is proposing to change the vehicle
registration requirement in the VAVR regulation from 120 -days to 24 months to be
consistent with the enabling legisiation.

_Emsssnon Reduction Tables for Conventional VAVR Proqrams Staff is proposing that
emission reduction look-up tables for conventional VAVR programs be replaced with the
underlying calculation methodology described in the staff report for the 1998 adoption of
the regulation. This would allow emission reductions for future years to be calculated
without needing to revise the regulation.

Clarifving Changes to VAVR Re ulation: ARB staffis proposing to reorganize some of
regulatory language to clarify and improve the readability of the regulation. ARB staff is
also proposing to remove two sections of the regulation that are no longer applicable.

‘Carl Movyer Program Guidelines for Cost-Effectiveness: ARB staff is proposing criteria .
for calculating the cost-effectiveness of VAVR programs funded via the Carl Moyer
Program. These would specify how districts allocate the costs of running RSD-based
programs.

‘Summary of ARB Proposals for VRV Programs
Because vehicle owners routinely pay for repairs-on their own vehicles, surplus

emission reductions are achieved only by funding repairs that would not have occurred
otherwise or accelerating repairs so they occur eartier than they would have otherwise.

iv
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Distinguishing repairs that would only occur with State funding from those thai would
have happened in the absence of funding is a challenge.

Vehicle Eligibility: To ensure that emission reductions are surplus, vehicles must be
outside of their biennial Smog Check window. Only vehicles identified through RSD,
high emitter profile, or equivalent program would be eligible. Vehicles would be given a
confirmatory Smog Check test to verify that they are high emitting and establish their
emissions. Vehicles would also need to meet functional and registration requirements.

Repair Requirement: Ensuring that emission control system failures are correctly
diagnosed and repaired so real emission reductions are achieved is critical to the
-success of repair projects. Staff is proposing project criteria requiring systematic
diagnosis and repair in accordance with standard industry protocols o ensure that
vehicles are correctly and efficiently repaired. To make sure repairs are durable, they
must bring emissions below the Smog Check pass/fail emission standards in order to be
creditable. This requirement aims to prevent partial repairs that may be short lived.

Program Design: During the development of these guidelines, air district
representatives encouraged ARB to provide flexibility for districts to develop specialized
programs to address unique, local circumstances. District staff also voiced concerns
that if the program criteria are too prescriptive, districts may be limited in designing
programs. ARB staff agrees that districts need flexibility in designing programs
provided they incorporate sufficient controls to ensure the emission reductions are real,
quantifiable, enforceable, and surplus. Staff is proposing that districts submit VRV
project plans for ARB approval that would describe how the program would run.

Calculating Emiission Reductions: ARB staff is proposing that emission reductions be
based on the difference in emissions between pre-repair and post-repair Smog Check
tests. Staff is also proposing a one year credit life for repairs to avoid double counting
the emission benefits of the Smog Check program. On average, vehicles are one year
away from their next biemnial Smog Check test. High emitting vehicles identified
between Smog Checks and repaired in these voluntary programs wouid have needed to
be repaired after failing their next biennial Smog Check test.

Cost-Effectiveness: ARB staff is proposing criteria for calculating the cost-effectiveness
of VRV programs funding using Carl Moyer Program funds. These would specify how
districts allocate the costs of running RSD-based programs and how to account for
funds spent to diagnose and attempt repairs not resulting in emission reductions.

Conclusion

ARB staff is proposing comprehensive changes to both the VAVR regulation and
Carl Moyer Program Guidelines to utilize current technology to identify high emitting
vehicles for retirement or repair. The proposed changes allow significant flexibility for
districts to design their own targeted programs while providing sufficient oversight to
ensure that projects achieve real, surplus, quantifiable, enforceable reductions.
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Chapter Eleven
LIGHT-DUTY VEHICLES

This chapter addresses the project criteria for on-road, light-duty vehicle projects. The
chapter contains a brief overview of the light-duty vehicle emission inventory, current
engine emission standards, available control technologies, potential projects ‘eligible for
funding, and emission reduction and cost-effectiveness caiculations. Ifthe Air
Resources Board (ARB) approves this proposed revision, it would replace the existing
Chapter Xl of the Carl Moyer Program Guidelines in its entirety.

1. | Introduction

Light-duty vehicles include passenger cars, pick-up trucks, sport utility vehicles (SUVs),
and vans. In 2005, the estimated number of light-duity vehicles in California was over
21 million vehicles. Although emissions from light-duty vehicles are decreasing with the
implementation of stricter emission control standards, light-duty vehicles are still major
contributors to California’s air pollutlon and-incentive programs offer a way to reduce
emission from the existing fleet.

il Emissions

The oxides of nitrogen (NOXx), reactive organic gas (ROG), and particulate matter
(PM10) emissions from the light-duty fleet are shown in Table 11-1.

Table 11-1
Statewude Emissions from On-Road Light-Duty Vehicles .
{tons per day) .
Population | NOx : ROG : PM10
2005 | 21,500,000 574 ] 583 : 29
2010 |} 23,700,000 388 ?' 405 , 32

~ Source; ARB 2006 Almanac Emissnon Projection Data (http://www.arb.ca, govleulemlssmndata htm)

Older, light-duty vehicles (pre-1990 mode! years) account for 56 percent of the ROG
and 41 percent of the NOx emissions from all light-duty vehicles in 2005 despite
accounting for only 19 percent of the vehicle population and less than 13 -percent of the
vehicle miles traveled (VMT). Generally, these older vehicles emit more pollutants
because -of less stringent emission standards and-increased wear and tear on drive {rain
and emission control components. Even well maintained, older vehicles tend to be
higher emitting than newer ones because they lack advanced emission controls.

H. Regulatory Requirements
California’s emission controls forlight-duty vehicles date back to the 1960s. New

control technologies and cleaner fuels have enabled more restrictive emission
standards over the years.
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Since the 1990s, the Low Emission Vehicle (LEV) regulations have been the
cornerstone of the ARB’s program to reduce emissions from light-duty vehicles. The
LEV program, implemented in 1994, established four tiers of low emission standards
and provided manufacturers with the option of certifying their vehicles to any mix of
these standards as iong as they complied with an average non-methane organic gas
annual fleet requirement. The fleet average requirement gradually decreased each year
between 1994 and 2003, resuiting in the introduction of a greater number of cleaner
vehicies each proceeding model year. The LEV Il regulation set even more stringent,
declining fleet average emission requirements for 2004 through 2010 and lowered the
NOx emission standards. As a resuit of the ARB’s LEV program, a new 2005 model
year car is on average 99 percent cleaner than an uncontrolied car.

California also has requirements {o ensure vehicles’ emission control systems continue
to work throughout their lives. Under the Smog Check program, vehicies are tested
biennially to ensure that they stay clean as they age. A 8mog Check includes a tailpipe
emissions test and a visual inspection-of the emission control system. For vehicles
equipped with on-board diagnostic (OBD II) systems (model years 1996 and later), the
inspection also includes a check of the malfunction indicator light to ensure that no
problems have been detected with the vehicle's emission control system.

IV. Potential Projects: Voluntary Accelerated Vehicle Retlrement and
Voluntary Repair of Vehicles

Light-duty vehicle projects were added to the Carl Moyer Program with legislative
changes signed into law in 2004 (AB 923). The ARB has identified two types of light-
duty vehicle projects that are eligible for funding under the Carl Moyer Program:
voluntary accelerated vehicle retirement (VAVR or vehicle scrapping) and voluntary
repair of vehicles (VRV). Both programs can reduce excess emissions from older, high
emitting vehicles. Some districts may choose to run only a VAVR program or only a
VRV program; others may choose to run VAVR and VRV programs in coordination, so

~ vehicle owners have the option of choosing between vehicle repair and retirement.

The ARB adopted project criteria for VAVR programs in the 2005 Carl Moyer Program
Guidelines [ARB 2005]. This proposed revision would expand vehicle scrapping
oppoertunities by adding criteria for the optional use of remote sensing devices (RSD) or
other techinologies to identify high emitting vehicles for participation in VAVR programs
and establishing project criteria for VRV programs for the first time.

RSD typically uses infrared and/or ultraviolet spectroscopy to measure the
concentrations of air pollutants in vehicle exhaust while the vehicle is in use on the
roadway. Concentrations of ROG, NOx, and CO are recorded along with a photo of the
license plate. Studies have shown that RSD can be an effective tool in identifying high
emitting vehicles, so there is interest in incorporating its use into VAVR and VRV [BAR,
2001; U.S. EPA; Stedman, 1994; and Stedman].
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A, VAVR Background

The goai of VAVR programs is to retire older, more polluting vehicles earlier than their
expected lifetime, thereby eliminating the emissions associated with their-operation.
VAVR programs are strictly voluntary programs overseen by the ARB and administered
by local air districts. Private enterprise operators are contracted by the district and are
responsible for evaluating, approving, and disposing of qualified light-duty vehicles.
Real emission reductions can be achieved as vehicles are still fully operational and
have a useful {ife remaining. Therefore, to qualify for a VAVR program, a vehicle must
meet registration, functionality, and equipment eligibility criteria. To accommodate car
:collectors :and -others with potential interest in vehicles offered for retirement, VAVR
programs provide the public with an opportunity to purchase vehicles in whole or in part
before the vehicie is retired. Vehicles accepted into the program must be retired by
crushing the vehicle to such a degree that it and iits parts are rendered unusable.

The California Health and Safety Code (sections 44100-44122, in part) establishes the
framework for VAVR programs. As required in State law, the ARB has adopt a
regulation governing VAVR that includes market-based, privately-operated VAVR
-enterprises and the generation of emission reduction credits. [ARB, 1998 and ARB,
2001]. Revisions to the VAVR regulation, being-considered concurrently with these
proposed Carl Moyer Program revisions, would provide for the optional use of
technologies to identify high emitting vehicles JARB, 2008].

In addition to district administered VAVR programs, BAR's Smog Check Program
includes a voluntary vehicle retirement element. As part of BAR's Consumer -
Assistance Program, owners of qualifying vehicles that fail the-biennial Smog Check are
given the option of voluntarily retiring their vehicle rather than repairing it. District run
VAVR programs complement BAR's Smog Check Program. District programs generate
emission reductions that are surplus to those obtained through the Smog Check. BAR's
‘program covers vehicles that have failed their biennial Smog Checicwhile the district
programs cover vehicles that have passed their biennial Smog Check or are between
biennial inspections (i.e., “off-cycle” from Smog Check).

If the Board adopts ARB staff's proposed changes to VAVR regulation, two types of
VAVR programs would be allowed which we refer to as “conventional VAVR programs”
and “high emitter VAVR programs,” respectively. in conventional VAVR programs, any
older vehicle may be retired provided it meets the minimum eligibility requirements.
Emission reductions are achieved because these older vehicles, even ones that meet
their Smog Check standards, emit more pollutants than the newer vehicles that replace
them upon retirement. To:estimate the ernission reductions, the retired vehicle's
emissions are not directly measured, so it is assumed that the retired vehicle produces
the average emissions of its model. In addition, because a replacement vehicle’s
‘emissions are not measured and the vehicle chosen as a replacement is not specifi ed it
is assumed that the replacement vehicle produces the emissions of a “fleet average”
vehicle. The Carl Moyer Program Guidelines include a fock up table which lists
emission reductions by model year of vehicle retired. '
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In high emitter VAVR programs, RSD or other technologies are used to identify the
highest emitting vehicles in the fleet for possible participation. By targeting only the
highest emitting vehicles, the programs can achieve extra emission reductions relative
to conventional VAVR programs. The conventional VAVR emission reduction tables
cannot be used to estimate the reductions for this type of program because the tables
do not reflect the fact that only the highest emitting vehicles would be targeted for
voluntary participation. The proposed Carl Moyer Program Guidelines provide a new
method for calculating the emission reductions for high emitter VAVR programs.

Districts interesting in running VAVR programs with Carl Moyer Program funds would
have the option of choosing which type of program to operate.

B. VRV Background

Funding voluntary emission related repairs can reduce emissions from the existing fleet.
Vehicle repair projects must achieve surpius emission reductions to receive funding
under the Carl Moyer Program. Vehicle owners routinely pay for repairs on their own
vehicles, Simply shifting the cost of repairs from the owner to the State does not, in and
of itself, result in surplus emission reductions. Surplus emission reductions are
achieved only by funding repairs that would not have occurred otherwise or by
accelerating repairs so they occur earlier than they would have otherwise.

Distinguishing repairs that wouid only occur with State funding from those that would
have happened in the absence of funding (“anyways reductions”) is a challenge. To
ensure emission reductions are surplus to the Smog Check program, vehicles must be
outside of their biennial Smog Check window in order fo participate.

It is also important that incentive-based repair programs do not discourage vehicle
owners from keeping up with routine vehicle maintenance. Only vehicles identified
through remote sensing, high emitter profile, or equivalent program would be eligible for
VRV under staff's proposal. VRV programs wouid not be open to “walk ins" (i.e,
vehicles not identified as possible high emitters} because this would create a
disincentive for people to keep up with routine vehicle maintenance.

Also critical to the success of vehicle repair projects is ensuring that emission control
system fallures are correctly diagnosed and repaired so that real emission reductions
are achieved. Staff is proposing project criteria requiring systematic diagnosis and
repair in accordance with standard industry protocols to ensure that vehicles are
correctly and efficiently repaired.

During the development of these guidelines, some stakeholders suggested that State-
funded voluntary repair programs be avaitable only to low income vehicle owners
because they are least financially able, and therefore least likely, to make the repairs in
absence of State funding. ARB staff acknowledges this concern. However, it's been
ARB policy with respect to the Carl Moyer Program to provide a broader level of
guidance sufficient to ensure that emission reductions are real, quantifiable,
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enforceable, and surplus. The ARB leaves decisions on how Carl Moyer Program funds
should be distributed to the air districts administering the program at the local level.

ARB staff agrees that this is an issue that air districts-should con3|der as they design
VRV programs.

C. KeyNew :Elem.en'tsf:‘ Light-Duty Vehicle Carl Moyer Program Projects
The following section provides background on the new elements staff is proposing to

:add in the proposed revisions to the :Carl Moyer Program Gundeltnps for light-duty
vehicle programs. The main additions included:

. Provisions for high emitter VAVR programs which would utilize technologies such
as RS8D to identify possible high emitting vehicles.

. A methed to calculate the extra emission reductions for retiring vehicles identified
as high emitters.

. Project criteria for VRV programs.

1. {dentifying High Emitting Vehicles for VAVR or VRV

High emitter VAVR or VRV programs would incorporate RSD, high emitter profiles, or
equivalent technologies to identify candidate vehicles. ARB staff propose thatthese
technologies be used as screening tools. Emission reduction estimates would not be
based on these measurements. Instead, the vehicle’s emissions would be based on a
confirmatory Smog Check test which would be used to establish the vehicle's baseline
emissions. At this time, ARB staff does not believe that a split second RSD
measurement is quantitatively reflective of a vehicle's emissions over a driving cycle.

To be ¢€ligible for high-emitter VAVR or VRV, an identified vehicle's confirmatory Smog
Check test would need to exceed the pass/fail emission standard (cutpoint) for the
model year and vehicle class. For the purposes:of this program, :a high emitting vehicle
is defined as one that fails the Smog Check test. Vehicles whose emissions are below
the pass/fail emission standard could still. be voluntarily retired and receive the emission
reductions for conventional VAVR programs. For vehicles that are not testable on the
acceleration simulation mode (ASM) testing equipment, a two speed idle {TSI) Smog
Check may be substituted.

2. ‘Calculating Emission Benefits of High Emiiter VAVR

- ARB staff proposes using the same fundamental approach to estimate the reductions of
retiring high emitting vehicles that is used for conventional VAVR. However, the input
variables would be different, reflecting the fact that the retired vehicle has been
identified as a high emitting vehicle and its emissions have been measured. Unlike
conventional VAVR which assumes retired vehicles pass Smog Check, high emitting
vehicles identified off-cycle would presumably fail their next 8mog Check.
Consequently, the emission rate of the retired vehicle would change over the credit life.
It would be higher before the vehicle's next biennial Smog Check, but after the
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Smog Check, its emissions would be lower because it would have had to be repaired in
order to stay on the road.

For the first year of the three year credit life, a retired vehicle’s baseline emissions
would be equal to the confirmatory Smog Check ASM reading converted to a federal
test procedure (FTP) based gram per mile emission rate using conversion equations
developed from the 2004 Evaluation of the California Enhanced Inspection and
Maintenance (Smog Check) Program. [ARB/BAR, 2004; ARB/BAR, 2005]

For years two and three of the credit life, its emissions would have been lower because,
had it not been retired, it would have presumably failed its Smog Check and been '
repaired to pass Smog Check. ARB staff proposes that the retired vehicle’s baseline
emissions for years two and three be equal to the Smog Check pass/fail emission
cutpoint pollutant concentrations for the vehicle class and model year, converted to an
FTP based gram per mile emission rate. This approach assumes retired vehicles are
ohe year away, on average, from their next biennial Smog Check. Some vehicles may
fail the Smog Check test for only one pollutant. If a vehicle's emissions at time of
retirement were below the Smog Check pass/fail cutpoint for a pollutant, the emissions
for that pollutant would be equal to its measured emissions at the time of retirement
because the Smog Check program would not have forced any reduction of the passing
poliutant.

ARB staff proposes using the average VMT of the model year vehicle retired as with
conventional VAVR. Staff considered the alternative of estimating an individual
vehicle’s VMT based on the difference in-odometer reading between its last two Smog
Checks. This approach was suggested when the VAVR regulation was last updated in
2002. At that time, ARB staff concluded that the Smog Check odometer data were not
sufficiently reliable because a portion of these data are inaccurate. However, as part of
the flexibility being provided in the guidelines, districts would have the option of using
actual mileage if that proves feasible in the fleet of vehicles being retired.

Emissions of the replacement vehicle would be equal to the average emissions of the
light-duty fleet, and the VMT of the replacement vehicle would be equal to that of the
retired vehicle as with conventional VAVR. This reflects the fact that owners are not
required to document how they replace the vehicles they retire. However, some air
districts and other stakeholders have expressed interest in allowing programs which
provide additional incentives for owners who document that they have purchased a
vehicle certified to ARB’s LEV or cleaner emission standard. ARB staff's proposal
would allow this. [n this case, the replacement vehicle’s emission rate would be the
average emission rate of a LEV-certified vehicle of the model year purchased, based on
ARB’s motor vehicle emission model.

3. - Repair Requirements

A guiding principle for the vehicle repair requirements is that vehicles must be
systematically diagnosed and repaired by licensed Smog Check technicians
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-accordance with accepted industry protocols and all laws and regulations governing
autometive repair to ensure that repairs are durable:and real emission reductions are
achieved. Systematic diagnhosis and repair are the key to successful repair programs.
Quick and inexpensive repairs which temporarily mask more serious problems do not
result in long lasting emission reductions. .

 ARB staff-has based its proposed repair-criteria on the protocols used in BAR’s
Consumer Assistance Program. The ARB encourages air districts pay careful
consideration fo the:need for systematic diagnosis and repair protocols as they develop
‘contracts with the Smog Check stations to perform the testing, diagnosis, and repair
services. The contracts should include the appropriate detail in the scope of work o
-ensure that stations follow systematic diagnosis :and repair protocols.

4, ‘Evaporative Emission Reductions

RSD does not measure evaporative emissions, and high -emitter profiles do not predict
the likelihood of evaporative Smog Check failures. Vehicles identified as high-exhaust
-emitters do not necessarily have high evaporative emissions as well. ARB staff is
providing districts the option of including an evaporative emission element in their higher
emitter VAVR or VRV programs. Districts may conduct evaporative emission testing of
vehicles identified as fexhaust high emitters if they choose. :

'One challenge assoclated with testing vehicles’ fuel evaporative systems is that the test
equipment is still under development. BAR is in the process of developing regulations
to add a low pressure fuel evaporative test to the Smog Check program, but at this time,
no equipment has been certified by BAR. However, several manufacturers’ equipment
. areundergoing certification. Staff proposes that only- equipment that has been
submitted for certification be used in programs that test for evaporative emissions. If
vehicles fail the low pressure evaporative, they would be eligible for extra evaporative
emission reduction credits if retited or could receive repairs of evaporative controls.

Calculating the emission reductions associated with retiring. or repairing vehicles
identified :as evaporative high emitters presents a challenge because the low pressure
evaporative testing equipment does not directly measure a mass-based emission rate.
Consequently, the emission benefits cannot be measured directly. Staff is proposmg to
base the emission reductions on; pllot studies by the ARB and others that quantified in
the laboratory the benefits of repairing vehicles which failed the low pressure .
evaporative test. (See Environmental Impacts of Implementing A Low Pressure
Evaporative Test in the California Smog Check Program, released November 29, 2005,
hitp:/fiwww.arb.ca.qov/msprog/smogcheck/evap report.pdf.) JARB, 2005] The report
presents baseline evaporative emission rates and average control factors for repairs
from which ARB staff estimated an average emission reduction.

During the final workshop on these proposal revisions, one commenter suggested that
vehicles identified as “liquid leakers” during the confirmatory Smog Check test-should
also qualify for extra emission reductions if retired orif those leaks are repaired. ARB
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staff agrees, but has not yet developed a proposed methed for calculating benefits,
ARB staff will work with air districts to appropriately quantify these emission reductions if
they are a part of a district's VAVR or VRV program.

5. PM Emission Reductions

Identification of PM high emitters would not be a standard part of VAVR or VRV
programs. RSD and high emitter profiles have not been demonstrated as tools to
identify PM high emitters, and vehicles identified as having high ROG or NOx exhaust
emissions do not necessarily produce high PM emissions as well. The ARB supports
the goal of reducing PM emissions from the light-duty fieet and is funding research into
measuring PM emissions in light-duty vehicles. A further challenge in quantifying PM
emissions is that the Smog Check ASM test does not measure PM.

ARB staff acknowledges that the South Coast AQMD will attempt to evaluate methods
for identifying and quantifying PM high emitters as part of its high emitter retirement and
repair program. ARB staff supports assigning extra PM emission reductions for
retirement or repair once a viable, technologically supportable method of quantifying PM
benefits is demonstrated.

The proposed guidelines include broad provisions for PM high emitter programs. If a
district program attempts to include a PM component, the program plan must specify
the procedure/analytical approach that would be used to measure PM. The plan must
also outline how the district intends to evaluate and validate that its proposed method of
measure PM emissions in the field correlates with scientifically accepted methods of
measuring PM emissions in the laboratory. However, because of the uncertainties in
measuring PM, districts may not rely on the extra emission reductions from retiring PM
high emitters to show that the program is cost-effective at this time.

8. Credit Life

The current VAVR program uses a three year credit life. Surveys conducted since the
regulation was adopted in 1998 support the three year credit life. These surveys
conducted in the Bay Area and South Coast indicate that owners estimated their
vehicles would have lasted on average 3-3.5 years if they had not been retired. The
South Coast data are from the 1999 time frame. Howsver, Bay Area survey data are
available from as recently as 2004-2005. Some have argued that regiona! differences
may support a longer credit life. On the other hand, a high emitting vehicle may actually
have a shorter life due to its need for potentially costly repairs. At this time, ARB staff
doeas not have data that would support changing the credit life.

For VRV projects, ARB staff is proposing a one year credit life because, on average,
vehicles are one year away for their next biennial Smog Check. To ensure that
emission reductions are surplus to the Smog Check program, the credit life of the repair
is the period of time between the repair and the vehicle's next scheduled Smog Check.,
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At that time, the Smog Check program would have forced the reductions to oceur, so
they would nolonger be surplus.

The one year credit life for repairs would be an exception from the three year minimum
project life in the Carl Moyer Program, reflecting the unique nature of vehicle repair
-projects. ARB has set a three year minimum project life for other source categories to
ensure emission reductions are surplus, particularly for projects funded in advance of
regulatory compliance deadlines where: engi'ne owners know they will need to repower
or replace their equipment. Vehicle repair is unique because, in absence of being
identified via RSD or other technology, motorists may not know their vehicles need
repairs until the time of their next Smog Check. By accelerating repairs a year before
the Smog Check program would have required them, surplus reductions are achieved.

7.  Cost-Effectiveness for High Emitter VAVR and VRV

For the Carl Moyer Program, the ARB considers. program costs to be those directly
related o repowering, replacing, or retrofitting an engine. All other costs are considered
administrative. -Administrative funds are not included iin the program cost-effectiveness
calculations, but must be accounted for relative to the administrative limits associated
with each funding source.

ARB staff is proposing that the costs directly related to identifying potential high emitting

vehicles and the costs to repair or retire vehicles be considered program-related. These

include the actual costs.of remote sensing measurements; the costs.of the Smog Check

tests required to confirm candidate vehicles’ emissions; and the cost of diagnosing

~ vehicles for repairs. ARB staff considers funds spent.on-outreach, contacting potential
participants, data analysis, and development of data analysis tools such as databases
to be administrative costs.

‘Evaluating the cost—eﬁectiveness presents unique chalienges not seen in.other

Carl Moyer Program source categorles For all other categories, potential grant
recipients submit applications in advance. During the application period, each project is
evaluated to ensure that it meets the Carl Moyer ‘Guidelines’ project criteria and cost-
effectiveness limits. Projects that are identified as cost-effective may then be eligible fo
receive funding. For VAVR and VRV, a different dynamic:exists.

The nature of these voluntary programs does not allow an-opportunity to fully assess
the cost-effectiveness during an application period. Costs are incuired up front to
identify and diagnose high emitting vehicles. However, the benefits cannot be fully
estimated in advance because they depend on the participation rate .and the mix of
vehicles retired or repaired. The cost-effectiveness can only be calculated :after the fact.

In addition, the nature of repair programs may lead to stranded costs that do not result
“in emission reductions. .A Smog Check technician must take time to diagnose -avehicle
to assess whether it is a good candidate for repair. Technicians may find that some
vehicles are-either not repairable or would be prohibitively expensive to repair. While no
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emission reductions would be achieved from these vehicles, funds would be expended
in conducting the diagnosis. These stranded costs must be accounted for,

ARB staff is proposing that the costs to identify high emitting vehicles and diagnose
them be distributed across the successfully repaired vehicles and that the VAVR and
the VRV programs, in their entirety, would need to meet the Carl Moyer Program cost-
effectiveness limit. This proposal reflects the unique nature of these programs and
should not be considered a precedent applicable to other source categories. Cost-
effectiveness for all other source categories would continue to be fully evaluated in
advance on an engine by engine basis.

8. Flexibility in Program Design

Air district representatives have encouraged the ARB to provide flexibility for districts to
develop specialized programs to address unique, local circumstances. They've noted
that districts may be overly limited in designing programs that if the program criteria are
too prescriptive. ARB staff agrees that districts need flexibility provided they incorporate
sufficient controls to ensure the emission reductions are real, quantifiable, enforceable,
and surplus. ARB staff has attempted to incorporate this flexibility into the guidelines.

In particular, some stakeholders have voiced the concern that a “one size fits all”
approach may not work for the calculation methodology. ARB staff is proposing a
calculation methodology that would work in most cases. However, if a district
implements a narrowly focused program, the variables specified in ARB’s guidance may
not be appropriate to reflect the district's program. ARB staff is also proposing that
districts would have the option of proposing modifications to the calculation
methodology, where necessary, to reflect unique elements of their program. Any
proposed modifications must be included in the district's program plan. The onus would
be on the district to document that the proposed modifications are technically sound and
justified. The district would need ARB approval to use an alternative methodology.

V. Project Criteria for VAVR and VRV

This section provides the project criteria for VAVR and VRV funded through the

Carl Moyer Program. Unless noted, the criteria apply to both VAVR and VRV. VAVR
programs must also comply with all provisions of the regulations found in Title 13
California Code of Regulations, Division 3, Chapter 13, Article 1, section 2601 et seq.

These criteria provide districts with the minimum qualifications for the Carl Moyer
Program. Districts retain the authority to impose additional requirements to address
local concerns.

A. General Requirements

¢ Emission reductions obtained through Carl Moyer Program projects must not be
required by any federal, state, or local regulation; memorandum of
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agreement/understanding with a regulatory agency; settlement agreement;
mitigation requirement; or other legal mandate.

» Projects must meet a cost-effectiveness of $14,300 per weighed ton of NOx + ROG
+ combustion PM10 reduced calculated in -accordance with the ‘cost-effectiveness
methodology discussed in this chapter.

+ No emission reductions -generated by the Carl Moyer Program shall be used as
marketable emission reduction credifs or fo offset any emission reduction ebligation
of any personor entity.

o Potential .p.rojects that fall outside of these criteria may be considered-on a
case-by-case basis if evidence provided fo the ARB suggests potentiai surplus, real,
guantifiable, and enforceable emission reduction benefits.

o Air districts must consult with ARB staff to determine -eligibility of all projects
considered for funding on case-by-case basis. All projects considered on a
case-by-case basis must receive ARB approval prior to receiving program funding.

e Programs utlhzmg funding under the Carl Moyer Program shall:comply with all
applicable provisions of the Carl Moyer Program Gwdellnes including
“Administration of the Carl. Moyer Program.”

B. Vehicle Eligibility Requirements
-« Participation shall be entirely voluntary for vehicle owners.

» _ The vehicle must be a gasoline-powered passenger car or light-duty truck up to
8,500 pounds gross vehicle weight.

¢ The vehicle must be currently registered with the Department of Motor Vehicles
({DMV) as an operating vehicle and must have been registered for at least _
24 consecutive months prior to the final date of the sale to a VAVR enterprise or the
date of repair to an address, or addresses, within the district in‘which the VAVR
enterprise is-operated. Smog Checks must be performed as required by the DMV in
order for the vehicle to be considered registered.

1. Avehicle may also be ¢ligible if the owner of the vehicle placed the vehicle in
planned non-operational status per Vehicle Code section 4604, et seq., for atotal
of 2 months during the continuous 24 month registration period, occurring at least
3 months prior to the date of sale to the VAVR enterprise or the date of repair.

2. A vehicle may also be eligible if the registration has lapsed for a period not to

exceed 180 days during the previous 24 months and all appropriate registration
fees and late penalties have been paid to the DMV, provided that the vehicle is

' PROPOSED 2006 REVISION X1-11 LIGHT-DUTY VEHICLES



86

registered for at feast 90 days immediately prior to its date of sale to a VAVR
enterprise or date of repair.

The vehicle to be retired shall be driven to the VAVR enterprise purchase site or
VRY repair station under its own power.

The vehicle to be retired shall not be operating under a Smog Check repair cost or
economic hardship waiver.

Vehicles whose emission control systems have been tampered with, as defined in
Title 16 California Code of Regulations, Division 33, Chapter 1, Article 5.5, section
3340.41.5, are not eligible until such tampering has been completely corrected.

Additional Requirements for VAVR Programs Only

If a vehicle volunteered for retirement is within ‘60 days of its next required

Smog Check inspection, the vehicle shall pass the Smog Check inspection without
receiving a repair cost waiver or economic hardship extension priorto acceptance by
a VAVR enterprise operator.

If a vehicle volunteered for retirement is within 61-90 days of its next required
Smog Check inspection, the district shall verify that the vehicle has not failed a
8mog Check inspection during this time frame.

The vehicle shall pass functional and equipment eligibility inspections as specified in
the ARB’s VAVR regulation,

Additional Requirements for High Emitter VAVR or VRV Programs Only

Only vehicles identified as potential high emitting through a technology such as RSD
or a high emitter profile database approved by the ARB and operated in accordance
with the VAVR regutations found in Title 13 California Code of Regulations, Division
3, Chapter 13, Article 1, section 2601 et seq. are potentially eligible for VRV or to
receive extra emission reduction credit for VAVR.

A vehicle must receive a confirmatory Smog Check ASM test to establish its
baseline emissions. To be eligible for VRV or to receive extra emission reduction
credit for VAVR, a vehicle’s ASM test must exceed the pass/fail emission standard
for the model year and vehicle class as defined in Title 16, Division 33, Chapter 1,
Article 5.5, Section 3340.42 of the California-Code of Regulations. The emission
standards are listed on BAR's web site at:
http://www.smogcheck.ca.gov/ftp/pdfdocs/asm ph43.pdf.

R S e

— Vehicles not testable under the ASM test may be given a TS| Smog Check test to
determine eligibility.
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— if the vehicle’s emissions are below the pass/fail emission standards, the vehicle
is ‘not considered an high emitting vehicle. These vehicles could still be
voluntarily retired and receive the emission reductions for conventional VAVR but
do not quality for VRV. :

— For pre-1974 model years, the pass/fail emission standards forthe 1974 model
may be used for purposes of qualifying vehicles for the program.

— The Smog Check test must be conducted by a BAR—Iicensed technician and
‘must be conducted in accordance with BAR regulations and procedures

Additional Requwements for VRV Programs Onlv

All repairs must be completed at least 81 days in advance of the vehicle's next

biennial Smog Check.

Vehicles covered under their manufacturer’s ‘warranty period are not eligible.
Warranty requirements are found in Title 13 California Code of Regulations, Division
3, Chapter 1, Article 6, section 2035 et seq. and Article 1, secticn 1961. '

- Manufacturer warranties generally cover vehicles for a period of 3 years or
50,000 miles whichever first occurs, with high-priced paris covered for a perlod of
7 years or 70,000 miles whichever first occurs.

- For 2004 model year.and newer vehicles certified to optional 150,000 mile
emission standards, the high-priced part warranty is extended to 8 years or
100,000 miles whichever first occurs.

Vehicles registered to a non-profit organization, fleet, or business are not eligible.

A vehicle may-only be repaired once in its lifetime through a VRV program.

C.  ‘Program Plan Requirements

A district shail submit a program plan to the ARB for approval prior fo initiating a

VAVR:or VRV program.

The district must receive written approval of the plan from the ARB'’s Executive

Officer (EQ) prior to implementing :a VAVR or VRV program.

The program must follow the plan, and .a.n-y-sub's:tantii've changes must be

pre-approved by the EO.
A district’s program plan must at-a minimum include:

The name, fitle, and telephene number of the district contact for the program.
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An evaluation of environmental justice considerations including, but not limited to,
outreach addressing community needs.

An estimate of the number of vehicles that may be retired and/or repaired and an
estimate of the cost-effectiveness of the program along with all assumptions and
calculations that were used to derive the estimate (recognizing that the ultimate cost-
effectiveness will depend on the mix of vehicles actually retired/repaired).

A copy of the contract with the VAVR enterprise operations, repair stations, and any
other contractor(s) who will be responsible for running the program.

A description of the methods that will be used and a timetable for monitoring and
auditing enterprise operations and/or repair stations.

A copy of the statement of certification that a VAVR enterprise operator has
demonstrated compliance with all applicable provisions of the VAVR regulation.

The methodology and sample records for verifying that a vehicle is eligible for
inclusion in the VAVR program including confirmation of compliance with any

Smog Check requirements.

The protocol for informing the public of the availability of eligible vehicles for sale
(applies to VAVR programs oniy).

A sample of the records that will be required of the VAVR enterprise operator and/or
repair stations.

10. A description of elements of the district program that are more strict than minimum

requirements listed in the guidance, if applicable.

Additional Requirements for High Emitter VAVR and VRV Programs Only

The plan must also include:

1. A detailed description of the operation of the technology including but not limited
to set up, typical operation, location and location criteria, calibration, and
maintenance.

2. A detailed description of the type and model of all equipment and software used

to identify high emitting vehicles.

A copy of the standard operating procedures or protocols for that technology

including maintenance of the technology including equipment and software.

The specific criteria to be used in the application of the technology to identify a

high emitting vehicle.

5. Documentation that personnel who will be operating the technology are trained
and qualified for such operation.

6. A detailed description of the methodology that will be used to calculate extra
emission reductions, including any deviations from ARB's recommended method.

7. If a district intends to include an evaporative testing element in its program, the
plan must specify the test equipment.

8. If a district intends to include a PM testing element in its program, the plan must
specify the test equipment and test protocol.

9. A scope of work for the business(es) that will be performing the vehicle testing
and repairs including the general diagnosis and repair protocols to ensure cost-
effective and durable repairs (for VRV programs only).

rad
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10.An itemized breakdown of estimated project costs including, but not limited to,
the funds allocated to: identifying high emitting vehicles (e.g. RSD data
collection costs); vehicle retirement including the number of vehicles to be
retired; the funds allocated to vehicle repair and the number of vehicles to be
repaired; data analysis; and outreach to and solicitation of vehicles owners.

D. Recordkeeping and Reporting

For each vehicle retired or repaired, the district shall retain records of the following
information. This information must be included in the annual report to the ARB:

Vehicle ldentification Number (VIN).
Vehicle license plate number.
Vehicle model year.
Vehicle odometer reading.
Vehicle make and model.
Name, address, and phone number of legal vehicle owner(s).
Name and business address of the VAVR :enterprise operator or-of the business
conducting the repair.
8. Emission reduction.claimed.
9. Date of purchase of vehicle by enterprise operator. [VAVR only]
10.Date of vehicle retirement. [VAVR only]
11.Amount paid for each repair and nature of each repair. [VRV only]
12.Date of repair. [VRV only] :
13.Pre and post-repair Smog Check test results [VRV only]
14, Data identifying vehicle as potential high emitting vehicle for VAVR or VRV
participation. {High Emitter VAVR or VRV only]
15. Confirmatory Smog Check test results and date of Smog Check test. [High
' Emitter VAVR or VRV only]

Nokwn s

For VAVR programs, the VAVR enterprise '0perator must maintain the following
records. The records are not required to be part of the annual: report but must be
‘available for review, if requested '

1. Reproduction of California Certificate of Title and registration, as signed-off by
the seller at time of final sale to the VAVR enterprise. '

Reproduction of the applicable certificate of functional and equipment eligibility;
Reproduction of the applicable Notice to Dismantler (DMV Registration 42 form).
Reproduction of written documentation from the DMV verifying that a vehicle
meets the vehicle registration requirements of the ARB’s VAVR regulations.

If the retired vehicle was within 60 days of its next required 8mog Check
inspection, a reproduction of documentation that the vehicle passed its

Smog Check inspection.

B WN

oy

Districts and enterprise operators shall retain thes.é ..recordsffqr.‘éhe life of the project
plus an additional 3 years.
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E. Calculating Emission Reductions
1. Conventional VAVR Program Emission Reductions

¢ Emission reductions from VAVR programs shall be calculated in accordance with the
methodology specified in the ARB’s VAVR reguiations. Emission reductions, by
model year of vehicle retired, are shown in Table 11-2 (at the end of the chapter).

« The project life for a vehicle retirement project is 3 years.

2. High Emitting VAVR Program Emission Reductions
The emission reductions for high emitting VAVR programs are calculated as follows:
Emission Reductions = [ERretred * VMT etired - ERreptacement * VM Trepiacement] * Liferetied

Where: ERetres = Emission rate of retired vehicle
VMT etired = Vehicle miles traveled of retired vehicle
ERrepiacement = Emission rate of replacement vehicle
VMT epracement = Vehicle miles traveled of replacement vehicle
Liferetires = The remaining life of the retired vehicle

a. Exhaust Emissions of Retired Vehicle .

» Foryear 1 of the 3 year project life, the baseline ROG,y, NOXx, and CO emission
rates are equal to the pollutant concentrations measured in the confirmatory ASM
. Smog Check test converted to an FTP-based gram per mile emission rate using the
conversion listed in Table 11-3 (at the end of the chapter).

—  For vehicles exempt from Smog Check {pre-1976 model years), the emissions
measured at time of retirement are the baseline emissions for the full 3 year
credit life.

e Foryears 2 and 3 of the 3 year project life, the baseline ROG,, NOx, and CO
emission rates are equal to the lesser of the two following values:

— The Smog Check pass/fail emission cutpoint pollutant concentrations for the
model year and vehicle class converted to an FTP based gram per mile emission
rate using the conversion equations in Table 11-3.

~ The pollutant concentration measured in the ASM test at the time of retirement,

converted to an FTP based gram per mile emission rate using the conversion
equations used in Table 11-3. '
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The VMT is the average VMT of the vehicle’s model year based on the ARB's motor

L
'vehicle emission model. The average VMT for-each model year is listed in Table 11-
4 (at the-end of the chapter).

‘b. Exhaust Emissions for the Replacement Vehicle

» If the vehicle owner is not required to document how the retired vehicle is replaced,
the replacement vehicle emissions are assumed to squal fleet average emission rate
calculated using ARB'’s motor vehicle emission model.

For vehicles retired in 2007, the replacement vehicle emission rates are:

"ROG | ROGEvap | ROGEvap | ROGEvap -CO NOox | PM10
Exhaust | Running Loss | HotSoak | Diurnal+Resting { Exhaust | Exhaust | Exhaust
g/mile ‘g/mile gltrip _gldayivehicle gfmile g/mile g/mile
0.344 0.248 0.296 1.85 6.20 0.573 0.015

‘For vehicles retired in 2008, the replacement vehicle emission rates are: _
{" ROG | ROGEvap | ROGEvap| ROGEvap £0 | ‘NOx PM10
Exhaust | Running Loss | HotSoak | Diurnal+Resting | Exhaust | Exhaust | Exhaust ;
imile _gimile _gitrip _gidayivehicle gimile gimile | g/mile
1 0310 - 0.232 - 0.285 1.77 5.69 0642 0.618
Note: Emissionrates calculated. us.-ng EMFAC Working Draft 2B {June 2006). Numbers are- sulyect
to change pending final version of em:ss:on inventory model.

e If a VAVR program is set up to provide extra incentives for the purchase of LEV-
certified or cleaner replacement vehicle and if the owner documents thatthe
replacement vehicle is certified to a 1.EV or cleaner emission standard as defined in
the ARB'’s LEV regulations (Title 13, Division 3, Chapter 1, Article 1, Sections 1960.1
and 1961 of the California Code -of Reguilations), the replacement vehicle emissions

- are assumed to-equal the average emission rate-of a vehicle certified to the LEV
emission standard for the model year purchased as a replacement, based on ARB’s
emission model.

For vehicles retired in 2007, the replacement LEV emission rates by model year are:
1EV | ROG ROGEvap | ROG Evap ROG Evap - G0 | NOx PM10
: Model Exhaust | RunningLoss | HotSoak | Diurnal+Resting | Exhaust | Exhaust | Exhaust
| Year | gimile _“gimile gltrip gldaylvehicle | :g/mile | g/mile | gfmile
1997 | 0408 0.084 0.151 0.651 3.979 | 0.354 0.019
1998 | 0.102 0.073 0.130 ~_0.566 3.843 0.347 0.018
1099 | 0.097 0.062 0.102 0495 | 3879 0.334 0.016
2000 | 0.092 0.050 ~ 0.086 0.412 3494 0.321 0.015
2001 0.086 0.036 0,063 0.325 | 3.269 0.305 0.013 |
2002 | 0.081 0.028 0.046 0.267 . - 3.057 0.305 0.012
2003 | ©0.071 0.023 0.035 0.224 2.659 0.270 [ 0:010
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For vehicles retired in 2008, the replacement LEV emission rates by mode! year are:

LEV ROG ROG Evap | ROG Evap 'ROG Evap co NOx PM10
Model | Exhaust | Running Loss | Hot Soak | Diurnal+Resting | Exhaust | Exhaust { Exhaust
Year g/mile gimile gltrip g/daylvehicle g/mile g/mile g/mile
1997 0.112 0.095 0173 0.725 4.084 0.358 0.021
1998 0108 | 0.084 0.151 0.645 3.978 0.354 0.020
1989 0.101 0.074 0.130 0.568 3.821 0.342 0.018
2000 0.096 0.062 0.109 0.494 3.658 0.329 0.016
2001 0.091 0.050 ] 0.086 0.408 3.466 0.315 0.014
2002 | 0.088 0.036 0.062 0.324 3.321 0.322 0.014
2003 0.081 0.029 0.046 0.269 3.033 0.301 0.012
2004 0.053 0.023 0.035 0.224 1.989 0.185 0.011

Nofe: Emission rates calculated using EMFAC :Working Draft 2B {June 2006). Numbers are subject
to change pending final version of emission inventory model.

» The VMT of the replacement vehicle is equal to the VMT of the retired vehicle.

c. Evaporative Emission Reductions

« Evaporative emission reductions are calculated using the methodology for
conventional VAVR programs if no evaporative testing is conducted on the retired
vehicle. The reductions, based on the retired vehicle’s model year, are listed in
Table 11-2.

+ Districts may, at their option, conduct evaporative testing on vehicles identified as
exhaust high emitting vehicles to determine whether they are evaporative high
emitting vehicles as well.

Low -preésure fuel e\/aporative testing must be conducted using equipment that
has been submitted to BAR for certification.

Evaporative testing must be conducted in accordance with the manufacturers
standard operating procedures and the protocols for low pressure fuel
evaporative testing developed by BAR.

Only vehicles that fail the low pressure fuel evaporative test are eligible to
receive extra emission reductions as a high evaporative emitter.

For vehicles identified as high evaporative emitters, the emission reductions for
retirement are equal to the evaporative emission reductions for conventional
VAVR listed in Table 11-2 plus the average emission reductions for repairing
evaporative system failures estimated by ARB staff in its evaluation of the low
pressure evaporative test, 14.5 pounds of ROG per vehicle per year.
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d. Eii"_arfticu-late Matter Emission Reductions

+ ‘PM exhaust emission reductions are calculated using the methodology for
“conventional VAVR programs. The reductions are based on the retired vehicle’s
mode! year and are found in Table 11-2.

» [f a viable method to measure and correlate PM emissions from vehicles is
demonstrated and validated, districts have the option of measuring the PM
-emissions of vehicles identified as possible high emitters and quantifying the extra
emission reductions of retiring PM high emifting vehicles, subject to ARB -approval.

o if adistrict intends o attempt to identify and -quantify emission reductions from
retiring PM high -emitting vehicles, the district’s program plan must specify the .
-analytical approach that would be used to measure PM emissions.

3. VRV Emission Reductions

« Emission benefits are calculated from the difference between the pre and post-repair
Smog Check test where the post-repair test is a full test, not a “fast pass” test.

o The pre and post repair Smog Check testing should be as close to the time of repair
as possible.

» To calculate pre--and post-repair emission rates, the pollutant concentrations
measured in the ASM test are converted fo an FTP based gram per.mile emission
rate using the conversion equations listed in Table 11-3. ,

. '_ The VMT is the average VMT of the vehicle’s model year based on the ARB's motor
vehicle emission model. Average VMT for each model year is listed in Table 11-4.

e The life of the emission credit for exhaust-and evaporative repairs is one year.

» The mass emission reduction is equal to the gram per mile emission reduction
‘multiplied by the VMT multiplied by the one year credit life.

EmiSSiOI’I RedUCﬁOnS [ERpre repa“' = l...Rpost.repair ] VMT Llfe

Where: ERpespar = Emission rate of vehicle pnor to repair, based on pre-
repair Smog Check converted 1o gram per mile rate using
ASM-FTP conversion
ERpostrepar = Emission rate of vehicle after repair, based on post-repair
' Smog Check converted to gram per miile rate using ASM-
FTP conversion
Vehicle miles traveled of vehicle
Life of repalr 1 year

VMT
Life

H |
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For vehicles identified as high evaporative emitters via the low pressure evaporative
test and repaired, emission reductions are equal the average emission reductions for
repairing evaporative system failures estimated by ARB staff in its evaluation of the
low pressure evaporative test, 14.5 pounds of ROG per vehicle per year.

4, Modifications to Calculation Methodology for VAVR and VRV

Air districts retain the option of proposing modifications to the calculation
methodology, where necessary, to reflect unique elements of their program.
Districts must provide technical justifications to support any proposed modifications
to the default methodology in their program plan. The district must receive written
approval from ARB to use a modified methodology.

— If a district receives approval to use a modified calculation methodology,
emission reductions for all vehicles retired or repaired must be calculated in
accordance with that approved methodology.

F. Cost-Effectiveness Calculations

Cost-effectiveness must be calculated in accordance with the methodology
described in Appendix C of The Carl Moyer Program Guidelines —~ Approved
Revision 20085.

State funds used to pay for the administrative costs of VAVR and VRV programs are
not included in the cost-effectiveness calculations, but must be accounted for
relative to the administrative limits associated with each funding source.
Administrative costs include funds spent on outreach, contacting potential
participants, data analysis, and development of data analysis tools such as
databases.

Additional Requirements for High Emitter VAVR and VRV Programs Only

The district must include the State or DMV funds expended on program-related
costs to identify and retire/repair high emitting vehicles in the cost-effectiveness
calculations.

- F’rdgram—related costs are the costs directly linked to conducting RSD
measurements, Smog Check tests, diaghosing vehicles, and the costs to retire
vehicles or repair vehicles.

- Broad programmatic costs (e.g. the cost of RSD) which cannot be attributed to
retiring a specific vehicle shall be distributed proportionally across each vehicle
repaired or retired.

— All State funds used to pay for diagnosing and attempting to repair vehicles that
are ultimately deemed unrepairable or are unsuccessful in lowering emissions
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below the Smog Check emission standards must also be included into the cost-
-effectiveness calculations. These costs shail be dlstrlbuted across each vehicle
successfully repaired.

—~ The program co.st—eﬁectivéne-ss shall be calculated separately for VAVR and
VRV programs and for each year of program funding. The results shall be
reported in a district’s annual and final report for that year of funding.

If the district has .a cap on the amount it pays for repairs, vehicle owners may
contribute their own funds to pay for repairs that exceed the district cap. Funds
contributed by vehicle owners are not included in the cost-effectiveness calculation.

G.  Offering Vehicles/Parts to the Public ,(appi:ies to VAVR only) .

The enterprise operator must inform the district of the vehicles that are ready for
dismantling. -

The district must provide a detailed description of the vehicle to interested parties
including collectors and enthusiasts. -

The enterprise operator must wait a- minimum of 10 days before submitting a Notice
to Dismantle to the DMV.

If an interested person contacts the enterprise opérator, ifhe-ehterprise -operator must
‘hold the vehicle for an additional, minimum of 7 days.

" Non-emission-related and non-drive train parts from the vehlcle may be sold atthe
- sole discretion of the -enterprise operator.

Engine, emission-related parts, transmission, and drive train parts must be removed
from the vehicle and destroyed after the 10 day waiting :period but prior to offering
the remaining parts for sale. (EmISSIOH -related :and drive train parts are defined in
the VAVR regulation.)

If a vehicle or its emission-related or drive train parts are sold instead of retired, no
emission reductions will be generated, and Carl Moyer Program funds may to be
used for retiring the vehicle,

H. Repair Requirements (applies to VRV only)

Vehicles must-only be diagnosed and repaired by Smog Check technicians licensed
by BAR at 8mog Check stations licensed by BAR.

The Smog Check technicians and Smog Check stations must comply with all
California laws and regulations governing automotive repair.
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» The legal owner of the vehicle must provide written approval in advance authorizing
the diagnosis and all repairs. The owner must be provided a final invoice detailing
the cost of parts, labor, and tax for the repair in accordance with the Automotive
Repair Act.

» Only emission-related repairs are fundable through a VRV program.

» Stations and technicians must follow a systematic diagnostic approach, in
accordance with standard industry protocols, that obtains relevant data about the
engine and emission control system on the vehicle, based on the type of emission-
related Smog Check failure.

~ The systematic approach includes a diagnostic routine that provides sufficient
data to diagnose and repair emission failures in a cost-effective and efficient
manner. Data may include, but, are not limited to, compression readings, leak
down percentages, infake manifold vacuum readings, scan tool data, condition of
grounds, other electrical connections along with wiring, oxygen sensor testing,
and other industry accepted factory testing procedures. Diagnostic and repair
procedures specified by the vehicle manufacturer should take precedence over
generic procedures.

- The diagnosis must ensure the vehicle's engine is in good mechanical condition
before performing repairs. This should include an inspection of basic engine
operation (i.e., fuel control, individual cylinder contribution, cylinder seal, internal
engine noises, oil burning, etc.) and a comprehensive visual inspection. All
defects must be noted.

— Diagnostic strategies must have the goal of maximum emission reductions for
repair funds spent. Technicians must not perform diagnostic strategies and
repairs that would resuit in short term emission reductions or minimal reductions.

» The technician must document all serviceable and defective emission related parts
and systems found during the diagnosis and repair process and must provide the
documentation to the district. The district must retain a copy. ARB recommends
that districts provide a standardized diagnostic form to aid technicians in recording
basic diagnostic information.

- An example of a standardized diagnostic form, from BAR'’s training course for
' Smog Check technicians, is provided in Figure 11-1 (at the end of the chapter).

- 1t may not be necessary to fill out the diagnostic data form completely because all
the tests listed may not be appropriate for every vehicle.

- The diagnostic form should be considered a guide, not a list of the complete
diagnosis required. The ARB recognizes that each vehicles diagnosis is unique.
Other tests may be required to completely diagnose emission failures.
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If the technician discovers tampering during the pre-repair test or during the

diagnosis, the technician must stop performing the test, diagnosis, -or repalr, and

contact the district to inform them of the tampering. Tampered vehicles are not
eligible for participation into a VRV untii- such tampering -has been- completely

corrected.

If repairs involve replacmg a vehicle’s catalytic converter, the replacement must be
compliant with the provisions of the ARB’s OBD I regulation, that is, the
replacement must be an OBD 1l compliant catalyst.

To receive emission credit under the Carl Moyer Program, the re-pair of the vehicle
must bring the vehicle’s emissions into compliance with the Smog Check emissions

standards for the model year and vehicle class. Repairs that leave a vehicle’s

emissions greater than the ASM -emissions standards are not creditable.

The invoice for the repair must clearly detail each repair and associated cost, in

accordance with all applicable automotive repair laws and regulations, before the
invoice is paid. The invoice must include all repairs performed on the vehicle.

The district must designate a qualified staff person or third party unaffiliated with the

. 8Smog Check station to handle complaints or.disagreements that:may arise between
the vehicle owner-and the repairstation. The contact information forthat person
‘must be made available to all vehicle owners who patticipate in the program.

- The district should mairitain a record of disputes ‘and their resolution for use in
evaluating and improving the program.

Evagoratlve Repairs

*

Evaporative testing must be conducied in accordance with the manufacturer’s
standard operating procedures and the protocols for low pressure fuel evaporative
testing developed by BAR.

Districts may, at their option, conduct evaporatlve testing on vehicles-identified as
potential exhaust high emitting’ vehlcles and broughi in for repairs.

Low pressure fuel evaporative testing must be conducted-using equipment that has |

been submitted to BAR for certification. Stations must foliow testing and repair
procedures prescribed in policy or regulations adopted by BAR.

Only vehicles that fail the low pressure fuel evaporative test are eligible for

evaporative repairs.

. _Evaporative repairs must bring the vehicle's emissions into compliance with the low

pressure fuel evaporative test to be creditable.

PROPOSED 2006 REVISION - XI-23 ' LIGHT-DUTY VEHICLES



98

Particulate Matter Repairs

+ [f a viable method to measure PM emissions from vehicles is demonstrated, districts
have the option of measuring the PM emissions of vehicles identified as possible
high emitters and quantifying the emission reductions of repairing PM high emitting
vehicles, subject to ARB approval.

o [f a district intends to attempt to identify and guantify emission reductions from

repairing PM high emitting vehicles, the district’'s VRV program plan must specify the
analytical approach that would be used to measure and quantify PM emissions.

PROPOSED 2006 REVISION Xi-24 LIGHT-DUTY VEHICLES



99

Table 11-2

Voluntary Accelerated Light-Duty Vehicle Retirement Program
Emission Reductions for Calendar Year 2007
Total Pounds Per Vehicle Over 3 Year Credit Life '

. , ‘Emission Reducttons (pounds) — 3 Year Credit Life

| Model Year {TotalROG* NOx | €O PM10 | ROG exh |ROG evap
65 and eatlier | 506 | 158 | 2999 | 074 | 279 227

' 6 | 472 | 182 1 2771 | o081 [ 230 | 233
67 : 479 154 | 2,823 0.77 = 243 236
68 | 487 | 159 2,889 | 0.83 249 | 239
89 | 498 163 | 2,967 | 099 | 255 | 243
70 | 431 | 167 | 3,056 | 1.04 261 | 170 |

- 71 : 436 ? 169 | 3,053 | 1.13 270 | 166
72 | 442 | 172 | 3,059 | 1.08 [ 279 163
73 | 448 5 173 | 30670 [ 0.97 284 165
74 ! 386 . 162 2,821 C1.20 264 122
7H 320 137 2,656 | 103 207 1 113
76 215 110 | 2,246 | 0.75 104 - 111
77 173 93 | 2,203 0.63 90 83
78 | 177 {82 §; 2,191 | 088 | 91 - 86
79 : 161 - . 32 1 1455 1| 0.86 77 84
80 | 124 | 7 | 1211 | 069 59 B85
81 | 105 | 56 | 934 | 116 | 45 | 59
82 - 102 50 | 920 104 | 44 58
83 . 92 B2 ' 795 | 0.91 .34 - 58
84 | 99 | 62 752 | 0.93 32 | &7
85 92 ] 57 490 | 0.86 24 68
36 ] 89 § B7 446 | 0.89 | 23 ‘66
87 80 ] 55 407 080 | 22 | 58
88 72 55 1. 371 077 22 B0
89 | 51 ] 44 424 0.71 24 27
20 .49 34 450 | 0.68 25 1 24
91 44 35 1 438 | 083 | 25 i 19
92 ' 42 | 36 [ 43¢ | 060 25 17
03 ' .32 E 34 253 | 0.65 18 ' 14
94 19 ‘ 22 40 | 0.49 | 7 12

*  Includes: exhaust and evaporative emissiens '

Source: Calculated using EMFAC Working Draft 2B (June 2006). Numbers are subject o change
pending final version of emission inventory:model. Assumes average 1965 through 2007 vehicle as
replacement vehicle for vehicles retired in calendar year 2007.
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Table 11-2 (continued)

Voluntary Accelerated Light-Duty Vehicle Retirement Program
_Emission Reductions for Calendar Year 2008
Total Pounds Per Vehicle Over 3 Year Credit Life

100

Emission Reductions (pounds) — 3 Year Credit Life
Model Year [TotalROG* NOx CcO PM10 | ROG exh |ROG evap
65 and earlier 503 159 2,993 0.73 278, 226
66 470 1521 2,760 0.69 240 230
67 478 155 2,812 0.70] 244 234
68 487 159 2,879 0.72 250 237
69 497 163 2,956 0.75 257 240
70 431 167) 3,047 1.23 263 168
71 439 170 3,047 0.84 272 167
72 443 171 3,050 0.88 281 162
73 450 173 3,063 0,79 285 165
74 388 155 2,835 1.39 267 122
75 324 143 2,686 0.98 210 114
76 212 109 2,209 0.79 103 110
77 171 92 2,160 - 0.87] 88 83
78 173 92 2,144 0.66 89 85
79 160 821 1,436 0.91 76 84
80 122 74 1195 074 58 - 64
81 104] 56| 928 1.00) 45 59
82 102 60 912 0.92 43 58
83 93 63 791 0.84 34 58
84 100 63 751 0.84] 32 68
85 o5 57] 499 0.89 25 70
86 94 58 466 0.90 24 70
87 85 57| 428 0.83 24 62
88 77| 56 305 0.80 23 54
89 56 45 445 0.77 25 31
a0 54 36 470 0.76 26 28
91 45 37 460 0.72 27 22
92 47 38 456 0.66 27 20
93 37 36 278 0.80 20 18 .
94 25 25 73 0.56) 10 15 °

* Includes exhaust and evaporative emissions

Source: Cateulated using EMFAC Working Draft 2B (June 2008). Numbers are subject to change
pending final version of emission inventory model. Assumes average 1965 through 2008 vehicle as
replacement vehicle for vehicles retired in calendar year 2008.
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Table 11-3
ASM-FTP Correlation Equations’

Pre-1990 Model Year Correlation Equations

FTP_HC = 1.2648 * exp( - 4.67052

+0.46382 * hc_term

- +:0.09452 * co_term
+0.03577 * no_term

+0.57829 * wt_term
-0.06326 * my_term

+0.20932 * trk)

FTP_CO = 1.2281 * exp( - 2.65939

+-0.08030 * hc_term
+.0.32408 * co_term
+:0.03324 * co_term**2
+0.05589 * no_term
+:0.61969 * wt_term

- 0.05339 * my_term
+0.31869 * trk)

FTP_NOX = 1.0810 * exp( - 5.73623

where:

-+0.06145 * hc_term

- 0.02089 * co_term™2
+0:44703 * no_term
+0.04710 * no_term**2
+10.72928 * wi_term

- 0.02559 * my_term

- 0.00109 * my_term**2
+ 0.10580 * trk)

hc_term = in{ (ASM1_HC*ASM2_HC)*:5 ) - 3.72989
co_term = In( {ASM1_CO*ASM2_CO)~.5 ) + 2.07246
no_term = In( (ASM1_NO*ASM2_NO)*.5) - 5.83534

MY_Term = model_year - 1982.71
wt_term = In( vehicle_weight in pounds)

101

TRK = 0 if vehicle is a passenger car and 1 if vehicle is a light-duty truck

! Conversion equations developed by Eastern Research Group-and Sierra Research and used in the ARB

and BAR's 2004 Evaluation of the California Enhanced Inspectien and Maintenance (Smog Check)
Program. ' :
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1990 and Newer Model Year Correlation Equations

FTP_HC = 1.1754 * exp( - 6.32723

+0.24549 * hc_term

+ 0.09376 * hc_term**2
+ 0.06653 * no_term
+(.01206 * no_term**2
+(0.56581 " wt_term

- 0.10438 * my_term

- 0.00564 * my_term**2
+0.24477 * tik) ;

FTP_CO = 1.2055 * exp( 0.90704

+ 0.04418 * he_term**2
+0.17796 * co_term

+ 0.08789 * no_term
+0.01483 * no_term™2
- 012753 * my_term
- 0.00681 * my_term**2
+ 0.37580 * trk) ;

FTP_NOX = 1.1056 * exp( - 6.51660

where:

For cases in which the HC or NO ASM scores are zero, they are set to 1 ppm;
for cases in which the CO ASM score is zero, it is set t0 0.01%.

Definitions:

+(.25586 * no_term
+0.04326 * no_term**2
+ (0.65599 * wt_term
- 0.09092 * my_term
- 0.00998 * my_term**2

+ 0.24958 * trk)

he_term = In (ASM1_HC*ASM2_HC)A.5)-2.32393 ;
co_term = In (ASM1_CO*ASM2_CQO)~.5) + 3.45963 ;
no_term = in (ASM1_NO*ASM2_NO)*.5)-3.71310 ;
MY_Term = model_year - 1993.69;

wt_term = In( vehicle_weight in pounds)
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TRK = 0 if vehicle is a passenger car and 1 if vehicle is a light-duty truck

FTP_HC = Estimated hydrocarbon FTP emission rate in grams per mile
FTP_CO = Estimated CO FTP emission rate in grams per mile

FTP_NO = Estimated NOx FTP emission rate in grams per mile

ASM1_HC = Measured ASM 5015 mode hydrocarbon concentration in ppm
ASM2_HC = Measured ASM 2525 mode hydrocarbon concentration in ppm
ASM1_CO = Measured ASM 5015 mode CO concentration in percent
ASM2_CO = Measured ASM 2525 mode hydrocarbon concentration in percent
NO = Measured ASM 5015 mode NOx concentration in ppm
ASM2_NO = Measured ASM 2525 mode NOx concentration in ppm

ASM1
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Table 11-4
Average Vehicle Miles Traveled by Model Year
1 Annual VMT* | Annual VMT* -
‘Model Year -in 2007 : in 2008
| 1965 and oider 5,173 5,118
1966 - 5250 5164
1967 ; 5,350 5,264
1968 1 5,485 5,400
1969 _‘ 5,635 | 5,550
1970 : 5,786 5,698 .
1971 ; 5,910 5823
1972 6,048 | 5,955
1973 6,132 | 6,089
1974 ' 6,163 6,068
1975 _ 6,312 5,212
1976 6376 6,269
1977 - _-6475| 6,364
1978 8,544 6,433
1979 | 6,636 6,520
1980 | 6,701 6,586
1981 6,794 6,676
1982 6,893 8,771
1983 P 6,998 - 8,870
1984 ' 7,472 7,042
_ 1985 _ 7,306 | 7,168
1986 _ 74971 7,360
1987 - 76001 - 7.456
1988 | © 7763 7615
1989 1 _7,9431 7787
1990 4 8108 7,942
1991 8317 8,143
1992 8,538 ] 8346
1993 8787 8,582
1994 ? 9,022 : 8,801
1995 0252 9010
1996 9540 | 9,280
1997 9,834 9,552
1998 . 10,176 . 9,866
1999 : 10,548 | 10,205
2000 , 10,012 10,529
2001 11,328 | 10,897
2002 _ 11,824 | 11,324
2003 ' 124111 11,819
2004 ; 18,150 12,426
2005 ' 13,083 | 13,064
2006 13,999

*Average vehicle VMT calculated using EMFAC Working Draft 2B (June 2006). Numbers are subjectto
.change pending final version of emission inventory model.
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Figure 11-1
Sample Diagnostic Data Form?

DIAGNOSTIC DATA FORM
The following chart is designed to assist the CAP station technician in the diagnosis and repair of failing CAP vehicles. Each vehicle
and its emission failure(s) are unique and may require further tests than those listed below. Not alt vehicles may require these tests.
Factory test procedures take precedence over any generic test.
WRITE YES (Y), NO (N} OR READING/EXPLAINATION. DO NOT CHECK

CAP ID# | Year / Make / Model Vehicle License # Technician # | Date
' Work order #

Confirm basic engine condition:

Engine condition: any smoking, knocking, head gasket leaks or any other degraded engine condition(s)?
{*As needed*) compression test, cylinder balance test, leak down test results (whichever test was appropriate)

#1 #2 #3 #4 #5 #6 #7 #38

Base timing Total timing advance Coolant Temp Vacuum readings

Ignition system: overall condition, are there any misfires? (HC failares) What is the specific component of the ignition system that
needs to be replaced / repaired? List below :

Fuel pressure within specs? Y/N results

Air Injection System (if applicable) Is AIS functioning correctly? Y/N if no, why

EGR system (if applicable) Is system functioning correctly? Y/N Is valve getting vacuum? Y/N o
Does engine stumble/dic when valve is manually raised? Y/N Is EGR valve defective? Y/N

Is system resiricted? Y/N: Is system plugged? Y/N Other:

Are there any Factory Technical Service Bulletins (TSBs), recalls/warranties related to the emission failure?
Are there any Diagnostic Trouble Code(s) stored? If yes, are they emission related? If yes, record code(s)
If vehicle is OBDI did you clear the codes and did they return? If vehicle is OBDH what is recorded in “Freeze Frame Data™?
Is vehicle failing for monitors?

Oxygen Sensor; Low Voltage: mV High Voltage: mV Rise time: mS
NOTE: min/max/rate of change measured while artificially manipulating air/fuel mixture full rich & full lean.
Average voltage: Is 02 sensor functioning correctly?

Is vehicle in fuel control? Y/N H no is O2 biased? Rich Y/N Lean Y/N _

Will computer respond to an artificial O2 signal? Y/N, if no, why?

What are fuel trim numbers under test conditions?

Cross-reference the failed emission(s) with the related failed test.
Final Diagnosis / What component(s) or system(s) need to be repaired or replaced and why

CATALYTIC CONVERTER DIAGNOSTIC ROUTINE

Factory dingnostic/testing procedures take precedence over generic tests,

Cat tests are valid or useful to the extent the vehicle is in fuel control. CAT tests require certain conditions be created by upsiream
systems in order to be valid. Fuel control is not just a varying O28 and/or fuel metering device. Fuel contro] is defined as the vehicle’s
ability to control fuel in response to the O28 input signal keeping the air/fuel ratio at 14.7 to 1 (stoichiometric). CAT replacement is
generally the last repair approved.

Do not request a CAT with other repairs associated with its efficiency.

DO NOT REQUEST A CAT ON A VEHICLE THAT IS NOT IN FUEL CONTROL.

RECORD ON THE WORK ORDER “THE YERICLE IS IN FUEL CONTROL”.

Q2 snap test CO2 cranking test Pre CAT / Post CAT (intrusive test)  Factory specific temperature test
02% % HC: ppm Pre CAT: PostCAT: __~ tempin__ tempout
COo2: CAT efficiency: %

Two CAT tests are more conclusive than one. A generic temperature test alone is not acceptable. Temperature tests are best used to
confirm another test. An intrusive test is an optional test to confirm the effectiveness of the reduction portion of the catalyst.

% sample diagnostic form from BAR’s training course to licensed Smog Check technicians. Not all fields may be relevant
for district VRV program. Districts may design their own forms if they choose.

PROPOSED 2006 REVISION X1-30 LIGHT-DUTY VEHICLES




105

VI, References

ARB, 1998. Air Resources Board, Proposed Regulations for Voluntary Accelerated
Light-Duty Vehicle Retirement Enterprises, October 23, 1998.

ARB, 2001. Air Resources Board, Proposed Amendments {o Air Resources Board
Voluntary Accelerated Viehicle Retirement Regulations — Minimize the Differences
Between ARB and BAR VAVR Regulation and -Allow Parts Recycling and Resale of
‘Non-Emission-Related and. Non-Drive Train Parts, November 30, 2001.

ARB, 2005. Air Resources Board, Environmental impacts of implementing A Low
Pressure Evaporative Test in the California Smog Check Program, November 29, 2005.

ARB, 2006. Proposed Amendments to the Air Resources Board's Regulations for
Voluntary Accelerated Light-Duty Vehicle Retirement Enterprises, October 20, 2006.

ARB/BAR, 2004, Technical Support Document for Evaluation of the California
Enhanced Vehicle Inspection and Maintenance (Smog Check) Program: April 2004
Draft Report to the Inspection and Maintenance Review Committee, June 2004.

ARB/BAR, 2005, April 2004 Evaluation of the California Enhanced Vehicle Inspection
and Maintenance (Smog Check) Program: -Report to the Legislature, September 2005.

BAR, 2001. ‘Bureau of Automotive Repair, Remote Sensing Device High Emitter
{dentification with Confirmatory Roadside Inspection, Final Report 2001-06,
August 30, 2001.

‘Stedman. Donald H. Stedman and Gary A. Bishop, Department of Chemistry and
Biochemistry, University of Denver,-Colorado, Emissions-Based Mobile Source
tnventory Methods.

Stedman, 1994, Donald H. Stedman, On-Road ‘Remote Sensing of CO and HC
Emissions in Califorhia, February 1994, ARB Contract No. A032-093.

U.S. EPA. Julian W, Jones, C. Ted Ripberger, and:Niranjan Vescio,

U.S. Environmental Protection Agency, Office of Research and Development, FINAL
REPORT An Investigation of Remote Sens:ng Devices for Chemical Characterization of
‘Motor Vehicle Exhaust.

PROPOSED 2006 REVISION X1-31 _ LIGHT-DUTY VEHICLES



106



State of California
AIR RESQURCES BOARD

STAFF REPORT: INITIAL STATEMENT OF REASONS FOR
RULEMAKING

PROPOSED AMENDMENTS TO THE AIR RESOURCES BOARD'S |
REGULATIONS FOR VOLUNTARY ACCELERATED LIGHT-DUTY
VEHICLE .R-ET!REM'ENT

Date of Release: ‘October 20, 2006
Scheduied for Consideration: December 7, 2006

This report has been reviewed by the staff of the California Air Resources Board and
approved for publication. Approval does not signify that the contents necessarily reflect
the views and policies of the Air Resources Board, nor dees mention of trade names or
commercial products constitute endorsement or recommendation for use.



108



s

109

Joint Summary Report: Voluntary Accelerated Vehicle Retirement and Voluntary
-Repair of Vehicles

At the December 7, 2006 Air Resources Board (ARB or Board) :m'eeting,; the Board will

consider two separate, but closely related proposals concerning incentive programs
~ aimed at reducing emissions from light-duty motor vehicles. These proposals would-
expand opportunities for voluntary :accelerated vehicle retirement (VAVR) and establish

new guidance for voluntary repair of vehicles (VRV). Requirements for incentive

programs are generally contained within guidelines, such as-the Carl Moyer Program
Guidelines. However, requirements for VAVR programs are unique because they are

also-contained in regulations. Therefore, two separate, but consistent proposals are
necessary. Proposed revisions to the ARB's VAVR regulation would impact only VAVR.

Proposed revisions to the ARB's Carl Moyer Program Guidelines would impact both

VAVR and VRV. Because the reports prepared to support each proposal only address -
pottions of the overall program, staff has prepared this joint summary report to briefly

describe its overall proposal for expanding light-duty vehicle incentive program

opportunifies.

Backgr_ound

| 'L'ight-'duty've_hicles include passenger cars -and light-duty trucks such as pick-up trucks,

sport utility vehicles (SUVs), and vans. ‘in 2005, the estimated number-of light-duty
vehicles in California was over 21 million. These vehicles emit nearly 800 tons per day
each of reactive organic gases (ROG) and oxides of nitrogen (NOx) statewide, making
them major coniributors to California’s air poliution. Older, tight-duty vehicles (pre-1980
model years) account for 56 percent of the ROG and 41 percent of the NOx emissions
from all light-duty vehicles in 2005 despite accounting for only 19 percent of the vehicle
populationand less than 13 percent of the vehicle miles traveled- (VMT) Generally,
these older vehicles emit more poliutants because of less stringent emission standards
and increased wear and tear of emission control components, Even well maintained,
older vehicles tend to be higher emlttlng than newer ones because they lack advanced

-amission confrols,

Incentive-based vehicle retirement or repair programs offer a cost-effective means to
immediately reduce emissions from older vehicles. They offer the best way to address
emissions from the pre-1976-model year vehicles that are exempt from Smog Check.

Incentive Programs for Light-Duty Vehicles

The role of incentive programs as part of California’s air quality strategy has mcreased
over the past decade with the creation of, and more recent expansnon of, the Carl Moyer
Program. The program originally focused on reducing NOx emissions frorn diesel
engines. However, the scope has expanded to inciude other emission-sources, and
particulate matter and ROG are now include as covered pollutants. Light-duty vehicle
projects were added to the Carl Moyer Program with -changes signed into faw in 2004.

b T s A g o e it 5 o .
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With the new funding opportunities, there is renewed interest in expanding the role of
light-duty vehicle programs as a part of California’s clean air strategy.

The ARB has identified two types of light-duty vehicle incentive projects that are eligible
for funding: voluntary retirement programs (VAVR) and voluntary repair programs
(VRV). Both programs have the potential to decrease excess emissions from older,
high emitting vehicles. These programs may be run independently from one another,
but some districts may find it beneficial to run VAVR and VRV programs in coordination,
so vehicle owners have the option of choosing between vehicle repair and retirement.

Introduction to VAVR

VAVR or car scrap programs provide financial incentives to encourage vehicle owners |
to retire older, more polluting vehicles earlier than they would have otherwise. The ARB
already has a regulation and guidance in place for VAVR programs.

The ARB adopted a regulation in 1998 that governs the operation of VAVR operations
in California based on principles laid out in State law. The regulation was updated once
in 2002. The regulation provides for privately-operated VAVR enterprises to purchase
and retire eligible vehicles in order to generate emission reduction credits. These
credits may be retired for a ciean air benefit or used by businesses and industries as an
aiternative compliance option. The regulation assures that the emission reductions
generated from accelerated retirement are real, surpius, quantifiable, and enforceable.
Prior to acceptance into the program, candidate vehicles must meet registration,
functional, and equipment eligibility criteria to ensure that they are fully operational
vehicles that would not otherwise have been immediately retired. The current

Carl Moyer Program Guidelines include project criteria for basic VAVR programs.

in conjunction with the expanded funding opportunities, a broad range of stakeholders
have expressed a strong interest in incorporating the optional use of advanced
technologies such as remote sensing to identify the highest emitting vehicles fof
possible participation in retirement or repair programs. Stakeholders have aiso
requested that VAVR programs be permitted to generate extra emission reduction
credits for retiring these high emitting vehicles. Remote sensing devices (RSD) use
spectroscopy to measure the concentrations of air pollutants in vehicle's exhaust stream
while the vehicle is on the roadway. Staff's proposed regulatory and guidance changes
would allow the optional use of RSD or other technologies to identify high emitting
vehicles. This would provide local jurisdictions additional flexibility to design programs
tailored to meet local air quality challenges.

Introduction to VRV

VRV programs reduce emissions by paying for emission-related repairs on vehicles.
Because vehicle owners routinely pay for repairs on their own vehicles, simply shifting
the cost of repairs from the owner to the State does not, in and of itself, resuit in surplus
emission reductions. Surplus emission reductions are achieved by funding repairs that
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would not‘have occurred otherwise or by accelerating répairs so they occur earlier than
they would have otherwise.

California’s Smog Check program requires that vehicles be emission tested biennially.
Vehicle's whose emissions exceed the Smog Check emission standards must:be
repaired to passing levels prior to being reregistered. Emission-related repairs required
by the Smog Check program would not be surplus. However, identifying high emitting
vehicles in between Smog Checks via RSD or other technologies and funding
accelerated emission-related repairs would result in surplus emission reductions. ARB
staff envisions that VRV programs would incorporate an element to identify high
emitting vehicles whose owners could be contacted for voluntary participation.

The ARB does not currently have guidance in place for VRV programs. %Staff.’s proposal
would establish Carl Moyer Program Guidelines governing VRV programs.

Summary of ARB Proposals for VAVR Programs

The following summarizes the main provisions of ARB staff's proposals for expanding
VAVR program :opportunities. .If the Board adopts ARB staff’'s proposed changes, two
- types of VAVR programs would be allowed under the regulation which we refer to as
“conventional VAVR programs” and “high emitter VAVR programs,” respectively.

In conventional VAVR programs, any older vehicle may be retired provided it meets the
minimum eligibility requirements. Emission reductions are achieved because these
older vehicles, even ones that:meet their Smog Check standards, emitimore poliutants
than the newer vehicles that replace them upon retirement. Vehicles retired in these
programs are typically 20 to 25 years old. ‘A well maintained 20-25 year old vehicle
emits on average 3 to 4 times as much as the average vehicle on the road. In high
emitter VAVR programs, RSD ‘or other technologies are used to identify the highest
emitting vehicles in the fleet for possible voluntary participation. These vehicles can
have emissions more than 10 times greater than an average vehicle. By targeting only
the highest emitting vehicles, the programs can achieve extra-emission reductions

. relative to conventional VAVR programs. However, these programs are more
‘expensive to operate. Districts interesting in running VAVR programs would have the
option of choosing which type of program {o operate.

Framework for High Emttter VAVR Programs: ARB staff is proposing to ‘modify ’the
VAVR regulatlon to aliow the optional use of RSD or other technologies to identify high
emitting vehicles for participation in VAVR. The proposed revisions would authorize the
generation of extra emission reduction credits for the retirement of vehicles identified as
high emitters. The proposed regulation would provide a broad framework governing
these programs instead of providing prescriptive requirements. Because these are
voluntary programs, ARB staff wants to provide as much flexibility gs possible for local
entities to design the programs that fit best for their local air quality problems. To
ensure that programs are technically sound, ARB staff is proposing that a plan detailing
how the program would run be submitted to the ARB for approval in advance of starting
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a high emitter VAVR program. The proposed regulation specifies the elements that
must be contained in the plan {o ensure that a proposed program would be technically
sound. : -

Emission Reductions from Retiring High Emitting Vehicles: Vehicles retired through
high emitter VAVR programs would be eligible to receive extra emission reductions
relative to those retired in conventional VAVR programs. For conventional VAVR
programs, the regulation does not require that the retired vehicle's emissions be
measured, so the emission reductions are based on the average emissions the each
model year vehicle. This approach does not work for vehicles identified as the highest
emitting ones in the fleet. ARB staff is proposing a new calculation methodology for
high emitter VAVR programs in the revisions to the Carl Moyer Guidelines. Because no
VAVR programs specifically targeting the highest emitting vehicles are currently in
operation, there are limited “real world” data upon which o base the calculation
methodology at this time.

Stakeholders have voiced the concern that a “one size fits all” approach may not work
because it may not reflect unigue elements of district programs. ARB staff is proposing
a calculation methodology, relying on a confirmatory Smog Check test fo establish the
retired vehicie’s emissions. Modifications to the methodology to reflect unique features
of district programs would be aliowed, subject to ARB approval.

Vehicle Registration Requirement. Under the existing VAVR regulation, vehicles are
required to be registered for at least 120 days prior to refirement. The registration
requirement is in place to ensure that only vehicles actually being used are accepted
into VAVR programs. ARB staff is proposing to change the vehicle registration
requirement in the VAVR regulation from 120 days to 24 months to be consistent with
the enabling legislation (Health and Safety Code Section 44094).

Emission Reduction Tables for Conventional VAVR Programs: Staff is proposing that
emission reduction look-up tables for conventional VAVR programs be repiaced with the
underlying calculation methodology described in the staff report for the 1998 adoption of
the regulation. This would allow emission reductions for future years to be calculated
without needing to revise the regulation.

Clarifying Changes to VAVR Regulation: ARB staff is proposing to reorganize some of
regulatory language to clarify and improve the readability of the regulation. ARB staff is
also proposing to remove two sections of the regulation that are no longer applicable.

Carl Mover Program Guidelines for Cost-Effectiveness: ARB staff is proposing criteria

for calculating the cost-effectiveness of VAVR programs funded via the Carl Moyer
Program. These wouild specify how districts allocate the costs of running RSD-based
programs.
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Summary of ARB Proposals for VRV Programs

Because vehicle owners routinely pay for repairs on their own vehicles, surplus
emission reductions are achieved only by funding repairs that would not have occurred -
otherwise or accelerating repairs so they occur earlier than they would ‘have otherwise.
Distinguishing repairs that would only occur with State funding from those thaf would
‘have happened in the absence of funding is a challenge. :

Vehicle Eligibility: To ensure that emission reductions are surplus, vehicles must be
outside of their biennial Smog Check window. Only vehicles identified through RSD,
high emitter profile, or equivalent program would be ¢ligible. Vehicies would be given a
confirmatory Smog Check test to verify that they are high emitting and establish their
emissions. Vehicles would also need to meet functional and registration requirements.

Repair Requirement: Ensuring that emission control system failures are correctly

~ diagnosed and repaired so real emission reductions are achieved is critical to the
success of repair projects. Staff is proposing project criteria requiring systematic

diagnosis and repair in accordance with standard industry protocols to ensure that

vehicles are correctly and efficiently repaired. To make sure repairs are durable, they

must bring emissions below the Smog Check pass/fail emission standards in order to be

creditable. This requlrement aims to prevent partial repairs that may be short lived.

Program Design: During the development of these guidelines, air district
representatives encouraged ARB to provide flexibility for districts to develop specialized
programs to address unique, local circumstances. District staff also voiced concerns
that if the program criteria are too prescriptive, districts may be limited in designing
programs. ARB staff agrees that districts need flexibility in designing programs
provided they incorporate sufficient controls to ensure the emission reductions are real,
quantifiable, enforceable, and surplus. Staff is proposing that districts submit VRV
project plans for ARB approval that would describe how the program would run.

Calculating Emission Reductions: ARB staff is proposing that emission reducﬂons be
based on the difference in emissions between pre-repair and post-repair Smog Check
tests. -Staff is also proposing a one year credit life for repairs to avoid double counting
the emission benefits of the Smog Check program. On average, vehicles are one year
-away from their next biennial Smog Check test. High emitting vehicles identified
between Smog Checks and repaired in these voluntary programs would have needed to
‘be repaired after failing their next biennial Smog Check test.

Cost-Effectiveness: ARB staff is proposing criteria for calculating the cost-effectiveness
of VRV programs funded using Carl Moyer Program funds. These would specify how
districts allocate the costs .of running RED-based programs and how to account for
funds spent to diagnose and attempt repairs not resuiting in emission reductions,
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Conclusion

ARB staff is proposing comprehensive changes to both the VAVR regulation and

Carl Moyer Program Guidelines to utilize current technology to identify high emitting
vehicles for retirement or repair. The proposed changes allow significant flexibility for
districts to design their own targeted programs while providing sufficient oversight to
ensure that projects achieve real, surplus, quantifiable, enforceable reductions.

Vi
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Executive Summary

Air pollution is a serious problem for California. Over 90 percent of Californians live in
areas that have unhealthful air at times. Air pollution has been tied to serious health
impacts. Studies have linked particulate poliution to premature death in the elderly and
other vulnerable populations. ‘Research also shows that children exposed to unhealthful
levels of .:ozone. .or smog, suffer decreased lung function growth and increased asthma.

nght-duty voluntary accelerated vehicle retirement (VAVR or:car scrap) programs
provide an opportunity to reduce the emissions which contribute to air pollution by
offering financial incentives to encourage vehicle owners to retire older, more polluting
vehicles earlier than they would have otherwise. Voluntary vehicle retirement programs
are a part of California’s strategy to achieve clean air. .

The Air Resources Board (ARB) adopted! regulations in 1998 that govern the operation
of VAVR programs in California in accordance with guiding principles laid out in State
law. These regulations were updated in 2002. The ARB’s regulations provide for
privately-operated, market-based VAVR enterprises to purchase and retire eligible
vehicles in ‘order to generate mobile 'source emission reduction credits. These credits
may be retired for a clean air benefit or used by businesses and industries as-an
alternative compliance option. The ARB regulations assure that the emission
reductions generated from accelerated vehicle retirement are real, surplus, quantifiable,
:and enforceable. Prior to acceptance into the program, candidate vehicles must meet
registration and functional and equipment eligibility criteria to ensure that they are fully
operational and would not otherwise have been immediately retired. To accommodate
car collectors and others with potential interest in vehicles offered for retirement, the
regulations require that VAVR programs provide the pubtic with an-opportunity to
purchase vehicles in whole orin part before the vehicle is retired.

Although there has been mterest in vehicle retirement since these programs were first
introduced in California in the early 1990s, lack of funding has stood in the way of large
scale implementation of retirement programs. However, legislative changes signed into
law in 2004 expand the Carl Moyer Program, provide an ongoing funding source :of up
to $140 million annually, and allow vehicle retirement programs to be included in the
funding if air districts choose. With new funding opportunities, there is renewed interest
in expanding the role of vehicle retirement as a part of Callfornla s clean air strategy.

{n-conjunction with the expanded funding opportunities, a broad range of stakeholders
have expressed a strong interest in incorporating advanced technologies, such as
remote sensing devices (RSD), to identify high emitting vehicies for possible
participation as an-optional element in retirement programs. This would prowde local
jurisdictions additional flexibility to design programs tailored to meet local air quality
-challenges. Staff's proposed changes include modification to the regulation to allow the
‘optional use of RSD or other technologies to identify high emitting vehicles.
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Some districts may choose to administer programs where eligibility is determined by
vehicle age, where any vehicle older than a particular age may be retired provided it
meets the eligibility requirements specified in the regulation. These are the programs
that have typically been operated in California. We refer to these a “conventional VAVR
programs.” Others may choose to administer programs using RSD or other
technologies and only offer participation to owners of the highest emitting vehicles,
regardless of vehicle age. We refer to these a “high emitter VAVR programs.” The
current regulation already accommodates conventional VAVR programs. The proposed
changes will accommodate programs that target high emitting vehicles for VAVR.

Summary of Proposed Changes

_ Provisions for High Emitter VAVR Programs: ARB staff is proposing to modify the
VAVR regulation to allow the optional use of RSD or other technologies to identify high
emitting vehicles for participation in VAVR. The proposed revisions would authorize the
generation of extra emission reduction credits for the retirement of vehicles identified as
high emitters. The proposed regulation would provide a broad framework governing
these programs instead of providing prescriptive requirements. Because these are
voluntary programs, ARB staff wanted to provide as much flexibility as possible for local
entities to design the programs that fit best for their local air quality problems. To
ensure that programs are technically sound, ARB staff is proposing that a plan detailing
how the program would run be submitted to ARB for approval in advance of starting a
high emitter VAVR program. The proposed regulation specifies the elements that must
be contained in the plan to ensure that a proposed program would be technically sound.

Vehicle Registration Requirement: Under the existing VAVR regulation, vehicles are
required to be registered for at least 120 days prior to retirement. The registration
requirement is in place to ensure that only vehicles actually being used are accepted
into VAVR programs. ARB staff is proposing to change the vehicle registration
requirement in the VAVR regulation from 120 days to 24 months te be consistent with
the enabling legislation (Health and Safety Code Section 44094).

Emission Reduction Tables for Conventional VAVR Programs: When the Board
adopted the VAVR regulation in 1998, the methodology for calculating emission
reductions for conventional VAVR programs was described in the staff report. The
regulation includes emission reduction look-up tabies based on that methodology. For
ease of program implementation, ARB staff is proposing to replace the tables currently
in the regulation with the underlying methodology from the 1998 staff report, so
emission reductions for future years can be calculated without revising the regulation.

Clarifying Changes: ARB staff is proposing to reorganize some of regulatory -IangUage
to clarify and improve the readability of the reguiation. ARB staff is also proposing to
remove two sections of the regulation that are no longer applicable.
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Staff Recommendation

‘The proposed.changes to the VAVR regulation.expand the opportunities to reduce air
pollution through the retirement of a wider range .of older, more polluting vehicles and
from high emitting vehicles. Additionally, the proposed changes provide the flexibility
requested by some stakeholders and increases the safeguards requested by others to
ensure that programs are administered and operated in an effective manner and that
emission reductions are real, surplus, quantifiable, and enforceable. ARB staff
recommends that the Board adopt the proposed changes to the VAVR regulation.

P P N R ST
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1. Introduction

Light-duty voluntary accelerated vehicle retirement (VAVR or car scrap) programs
provide financiai incentives to encourage vehicle owners 'to retire older, more polluting
vehicles earlier than they would have otherwise, thereby reducing emissions. Voluntary
vehicle retirement programs are a part of California’s overalt strategy to achieve clean
air. These programs were first introduced to California in the early 1980s and have
garnered renewed interest with recent legislative changes that provide additional
funding sources for VAVR programs.

The Air Resources Board (ARB) first adopted the regulation governing the operation of
" light-duty VAVR programs in 1998 as directed under State law. ARB staff is proposing
revisions to the VAVR regulation that would complement the existing regulation by
providing additional flexibility. The proposed changes would allow the optional use of
remote sensing or other technologies to identify high emitting vehicles and solicit the
owner’s participation in a VAVR program. This would provide local air districts
additional options to craft programs to meet local air quality challenges.

A. Emissions from Light-Duty Vehicles

Light-duty vehicles include passenger cars and light-duty trucks such as pick-up trucks,
sport utility vehicles (SUVs), and vans. In 2005, the estimated number of light-duty
vehicles in California was over 21 million. This number is expected to increase to over
23 million vehicles by 2010. Light-duty vehicles are major contributors to California’s air -
poliution problem. The oxides of nitrogen (NOX), reactive organic gas (ROG), and
particulate matter (PM10) emissions from the light-duty fleet are shown in Table 1.

Table 1
Statewide Emissions from On-Road Light-Duty Vehicles
{tons per day)
Year _ Population NOx ROG PM10
2005 21,500,000 574 583 29
2010 23,700,000 388 406 32

Source: ARB 2006 Almanac Emission Projection Data (http://www.arb.ca.gov/eilfemissiondata.htm)

Although emissions from light-duty vehicles are decreasing with the implementation of
stricter emission control standards, light-duty vehicles still contribute about half of the
smogy producing emissions from all on-road vehicles. Reducing emissions from the
existing light-duty fleet is an important part of California’s strategy to meet the health-
based ambient air quality standards.

According to the ARB’s emission inventory, older, light-duty vehicles {pre-1990 model
years) account for 56 percent of the ROG and 41 percent of the NOx emissions from all
tight-duty vehicles in 2005 despite accounting for only 19 percent of the vehicle
population and less than 13 percent of the vehicle miles fraveled (VMT). Generally,
these older vehicles emit more pollutants because of less stringent emission standards
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and increased wear and tear on emission control components. As a result, older
vehicles tend to be major contributors to air poliution in California. ‘

Incentive-based vehicle retirement programs offer a cost-effective rmeans of
immediately reducing emissions from older vehicles. in fact, these programs are one of
the few ways to immediately reduce emissions from older vehicles, and the best way to
-address emissions from the pre-1976 model year vehicles that are exempt from
California’s Smog Check program.

B. VAVR Bac‘kg‘rou-nd

The goal-of VAVR programs is to provide financial incentives to encourage vehicle
owners to retire their older, more polluting vehicles sooner than would have occurred
naturally, thereby eliminating the emissions associated with their operation. VAVR
programs in California are strictly voluntary. They are overseen by the ARB and
administered by local air districts. 1n addition to district administered VAVR programs,
the Bureau of Automotive Repair (BAR) operates a vehicie retirement program as part
of the Smog Check’s Consumer Assistance Program. The district-administered and

. BAR programs are designed to complement one another. The provisions governing
VAVR programs are established in State laws and ARB reguiations, as described

- below.

1. . ‘Legislative and Regulatory History of VAVR

California’s interest in vehicle retirement (or car scrap) programs has :grown since
programs were first introduced in the early 1990s. In the 1994 State Implementation
Plan {SIP), the ARB included a commitment, known as measure M1, to voluntarily scrap
-over 75,000 vehicles a year in the South Coast. The inclusion of a vehicle retirement
‘measure in the SIP was followed by the adoption of the ‘State law — Senate Bill (SB) 501
(Statutes of 1995, Calderon) — and the ARB regulations which establish the framework
for VAVR programs in California.

SB 501 (Statutes of 1995, Calderon)

Legislation signed in 1995, (SB 501)-added sections 44100 et seq., Article 10, to the
California Health and Safety Code which provide the legislative framework for VAVR
programs in California. This Bill was backed by a business and industry icoalition that
advocated adding the scrap measure to the 1994 SIP. Article 10 required the ARB to
adopt regulations to govern light-duty retirement programs statewide which would
include market-based, privately-operated VAVR -enterprises and the generation of
emission reduction credits. ltalso directed the ARB to operate a pilot program to
assess the cost and emission reduction benefits of scrap programs. Large scale
funding never materialized preventing the operation of the large-scale scrap program or
purchase of emission reductions from scrapped vehicles.as envisioned by SIP Measure
‘M1 and the Legisiature. Measure M1 wais ‘subsequently removed from the SIP.

e o A 4 L i 4 s s 0 5 e et e T e .
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1998 VAVR Requlation

In 1998, as required by statute, the ARB adopted regulations governing VAVR -
programs. [ARB, 1998] These regulations provide for privately-operated, market-based

VAVR enterprises to purchase and retire eligible vehicles in order to generate mobile

source emission reduction credits. These credits may be retired fora clean air benefit,

or used by businesses and industries as an alternative compliance option. Local air

districts that allow mobile source emission reduction credits to be generated from scrap

programs must use ARB’s regulations. '

The ARB regulations assure that the emission reductions generated from accelerated
vehicle retirement are real, surplus, quantifiable, and enforceable. The regulations are
intended to ensure that the scrapped vehicles were fully operational and would not
otherwise have been immediately retired. This is critical because miilions of vehicles
are naturally scrapped every year as they reach the end of their useful life. Without
appropriate regulations, VAVR programs would be paying for what would have
happened anyway. Toward this goal, scrapped vehicles must meet a registration.
requirement and pass a functional and equipment eligibility inspection.

VAVR enterprises participating in district vehicle retirement programs must notify the
local air district of their intention to commence operations and demonstrate their ability
to comply with the regulatory provisions. Local air districts are responsible for
approving and issuing emission reduction credits generated from VAVR enterprises.
Under the regulation, local districts can initiate any enforcement or remedial action
necessary against noncompliant enterprises.

To accommodate car collectors and others with potential interest in vehicles offered for
retirement, VAVR programs provide the public with an opportunity to purchase vehicies
before the vehicle is retired. Vehicles accepted into the program must be dismantled to
such a degree that it and its parts are rendered unusable.

The ARB Pilot Program

As directed under State law, the ARB conducted a pilot program from November 1998

to November 1999 in Southern California. [Sierra Research, 2000] One thousand and

one vehicles were scrapped with a $500 cash incentive paid for each vehicle. The pilot

program confirmed that almost all motorists who scrap a vehicle replace that vehicle

with a newer, cleaner car. The scrapped vehicles ranged from about 9 to 34 years old,
with the average being about 18 years old. Follow-up surveys found that about 60 _ :
percent of vehicle sellers purchased a replacement vehicle, and about one-third
replaced the scrapped vehicle with another vehicle they already owned. The remainder,
about seven percent, turned to alternative transportation modes such as transit, -bicycle,

or carpooling.

The average replacement vehicle, regardless of whether it was purchased or already in
the household, was about 10 years old — or about 8 years newer than the average
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scrapped vehicle. Because the average caron the road is about 10 yeafrs old, vehicle
sellers replaced their scrapped vehicles with vehicles that.are about average in age.

While the results of the pilot program were encouraging, funding Iinutahéns at the time
did not permit expansion of the program to achieve the emission reductions called for in

'~ the 1994 SIP.
2002 Revisions to VAVR Regulation

The ARB approved minor revisions to the VAVR regulations in 2002 that largely align
the vehicle eligibility criteria with the eligibility criteria for the vehicle retirement
component of BAR's Smog ‘Check Consumer Assistance Program. [ARB, 2001] The
2002 revisions also provided for the recovery of non-emission control related parts from
-vehicles prior to their destruction which addressed concerns of car coliectors over the
-availability of replacement parts for older vehicles.

Assembly Bill (AB) 923 (Statutes of 2004, Firebaugh)

Legislative changes to the Carl Moyer Program, enacted with the signing of AB 923
(Firebaugh, 2004), added light-duty vehicle projects to the list of allowable projects and
provided additional means of funding VAVR programs to reduce NOx, ROG, and PM10
emissions. In.2005, the ARB adopted revisions to the Carl Moyer Program Guidelines,
in part to-address these legislative changes. The 2005 revisions included project
criteria for conventional VAVR programs consistent with the provisions of the VAVR
regulation. [ARB, 20086]

With the new funding opportunities, there is potential to expand the role éc:d‘ vehicle
retirement as a part of California's clean air strategy. Several air districts have recently
initiated VAVR programs using funding authorized under AB 923, and others are

considering starting programs.
2. VAVR Programs in California

This section discusses the vehicle retirement programs in California, including district
programs operated under the ARB regulations and BAR's Smog Check Consumer
Assistance Program. These programs are also described in the ARB's 2004 Report fo
the California. Leg:slature Accelerated L.-ght-Duty Vehicle Retiremant Program [ARB,

2004]

Local Air Ristrict Programs -

To date, four local air districts have operated VAVR programs under ARB’s regulations
— the Bay Area Air Quality Management District (AQMD), San Diego Air:Poliution
‘Control District (APCD), Santa Barbara APCD, :and South Coast AQMD. The program
in the San Diego APCD has -ended, but programs continue to operate in the other three
districts. About 5,000 vehicles a year are scrapped in these programs. [ARB, 2004} In
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these programs, participants are paid $500 between $800 to retire their vehicles. Most
vehicles retired are between 20 and 25 years old and are assumed to have average
emissions for their age.

in three of the four districts, the light-duty vehicle scrap program depends on district
funds. These districts retire all of the emission benefits for clean air. In contrast, the
South Coast program generates marketable emission reduction credits. These credits
are discounted by 17 percent to provide a clean air benefit, and can then be purchased
by businesses to comply with certain South Coast AQMD rules.

The cost-effectiveness of district VAVR programs varies depending upon the age of the
scrapped vehicles. Based on the most recent data self reported by the local air districts,
the district scrap programs provide emission reductions at a cost of approximately $1.50
to $4.50 a pound of ozone precursors (ROG + NOx). [ARB, 2004] These values are
not directly comparable to traditional Carl Moyer Program cost-effectiveness values
because some districts included administrative and overhead costs in their estimates.

In 2006, the South Coast AQMD is starting a “Light Duty Vehicle Remote Sensing,
Repair, and-Scrapping Program” funded under the provisions of AB 923, which would
retire the emission benefits for clean air. This program is described in Section D, below.

Bureau of Automotive Repair Consumer Assistance Program

In addition to district VAVR programs, the BAR Smog Check Program includes a
voluntary vehicle retirement element. [BAR, 2006} As part of BAR's Consumer
Assistance Program, owners of qualifying vehicles that fail the biennial inspection are
given the option of voluntarily retiring their vehicle rather than repairing it. BAR offers
$1,000 in exchange for the vehicle. This program provides a safety valve for motorists
with failing vehicles who may have had difficulty affording repairs or deemed repair too
costly. The BAR program retired about 15,000 vehicles in fiscal year 2005-2006 and
expects to expand the number to about 18,000 annually in 2006-2007.

C. Introduction to Remote Sensing

Studies have shown that remote sensing can be used as an effective tool in identifying
the highest emitting vehicles operating on the roadways. [ESP, 2003] [Lawson, 1996]
Consequently, there is interest in using remote sensing as a tool to identify high emitting
vehicles whose owners may be contacted for voluntary participation in vehicle
retirement or repair programs. A focus of the proposed changes to the VAVR regulation
is to incorporate the optional use of remote sensing and other technologies to identify
high emitting vehicles for voluntary participation in retirement programs.

Remote sensing devices (RSD) are analytical instruments that use spectroscopy to
measure the concentrations of air pollutants in vehicle's exhaust stream while the
vehicle is on the roadway. [BAR, 2003] A photograph of the vehicle’s license plate is
also recorded, so that measured emissions can be maiched to a particular vehicle.

. .
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Typically, a beam of infrared :and/or uliraviolet light is sent across a vehicle's pathway
and is reflected back into light detectors. When more of the light beam is absorbed by
the vehicle's exhaust, the instrument will indicate a higher concentration of the air
polluhon The measurement takes less than one half second -and provides a snapshot
in time of how the vehicle is operating under the road and operating conditions where
the measurement takes place. : \

Several parameters affect the quality of RSD readings, so care must be taken when
designing RSD programs in selecting site locations that offer the best potentlal to
produce valid measurements. [Bishop & Stedman, 2006] [Wenzel, 2005] ‘Road width,
the distance between one vehicle and another, the height of the tailpipe, and weather
conditions all potentially affect the resuits. ‘Additionally, the driving characteristics of the
vehicle play an important role in whether or not a measurement is valid. To increase
the chances of a valid measurement, the vehicle must be operating within a limited
-accelerating or decelerating range during the measurement. '

Although RSD can be used to identify high emitting vehicles, ARB staff does not believe
that the technology has developed to the point where a split second RSD measurement
-of a vehicle's exhaust can quantitatively represent its average emissions over a full
driving cycle such as the federal test procedure (FTP). For that reason, ARB staff
believes RSD measurements should be used as screening tools to identify possible
high emitting vehicles for participation in retirement-or- repalr programs. In the guidance
for calculating the emission benefits for retiring or repairing high emtttlng vehicles, staff
is proposing that vehicles identified via RSD or other technologies receive confirmatory
Smog Check tests {o estimate their emissions.

The costs of running RSD programs can vary greatly depending on the scope -and intent
-of the program. Sampling lecations and times must be selected to ensure.a
representative sample of the fleet is observed. Some vehicles may drive by RSD
locations many times and other vehicles may seldom or never drive by. 8o, in practice,
the number of unique vehicle readings will generally be much fess than the totai number
of records collected because some vehicles may be seen over and over again. To
provide an example of potential costs, thia South Coast AQMD is budgeting on the order
of $900,000 to obtain about.3 million valid RSD records which would yleld about

1 million unigue vehicle measuremenits for its program. :

D. -~ ‘South Coast Air Quality Nlanagement District L:ght Duty Vehicle
Remote Sensing, Repair, and Scrappmg Program ‘

The South Coast AQMD {(District) is developing-a “Light Duty Vehicle Remote Sensing,
Repair, and Scrapping Program” funded under the provisions of AB 923.. This program
will be the first vehicle retirement program in California to incorporate the use of remote
sensing. The District plans to identify high emitting vehicles using RSD suppiemented
with information in BAR’s Smog Check database and the District's smoking vehicle
database. The District will then contact vehicle owners to solicit their voluntary
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participation. Eligible vehicles would receive either free or reduced emission-related
repairs or be paid to voluntarily retire their vehicles.

The District's Governing Board has approved up to $4 million for the project. The
District expects to collect about 3 million valid RSD records which would yield ‘about
1 million unique vehicle measurements. The District plans to ¢ontact owners of the
vehicles with the top 1 or 2 percent of the highest emissions and expects to repair or
retire several thousand vehicles. The exact number is dependent on the degree of
voluntary participation which is difficult to predict for a first of its kind program. The
District plans to offer up to $500 per vehicle for repairs or $1,000 for retirement. An
additional $1,000 would be offered to low income vehicle owners who replace their
retired vehicle with one certified to a'LEV or cieaner emission standard. The District
expects the program to be operational in Fall 2006 and to run for about a year.

The District has selected several contractors to operate the program. Environmental
Systems Products (ESP) will operate the remote sensing and high emitter identification
element of the program. The Foundation for California Community Colleges (FCCC)
will perform vehicle testing, diagnostic, and repair work as well as solicit participants.
Pick Your Part will run the vehicle retirement element of the program.

In additional to identifying vehicies via RSD, the District will attempt to incorporate PM
and evaporative emission measurements into the program. RSD does not directly
measure either of these pollutants. The District proposes to use a new PM
measurement device to measure PM emissions and identify high emitters. Also, the
District plans to use the low pressure evaporative emission testing units currently being
developed by BAR for the Smog Check program to identify vehicles with high
evaporative emissions.

ARB staff is working with District staff in developing the program. . As the first RSD-
based retirement and repair program, it should provide valuable data that will help
shape future programs.

1L Development of Proposed Revisions to VAVR Regulation

This section provides some background on how staff developed-the proposed revisions
to the VAVR regulation -~ describing the need for proposed modifications, goals and
guiding principles, and the public outreach that was part of the regutatory development
process. : :

A. Need for Proposed Modifications

The current VAVR regulation defines how a VAVR program must be operated and how
emission reduction credits are quantified. The regulation does not require that a
candidate vehicle's emissions be measured prior to retirement to estimate emission
reduction credits. All retired vehicles are assumed to have the average emissions of its
model year. The regulation includes a look up table of emission reductions by mode!

10

it e



127

year based on the calendar year in which the vehicle is retired. The approach was
‘endorsed by the Board when it adopted the regulation in 1998. ‘

A broad range of stakeholders have expressed a strong interestiin- uncorporatmg
technologies such as RSD to identify the highest emitting vehicles for passible voluntary
participation in refirement programs. Consistently, stakeholders have also reguested
that VAVR programs be permitted to generate extra emission reduction. credlts for
retiring these high emitting vehicles.

The current regulation does not prohibit the use of RSD or other tec hnologles to |dent|fy
high emitting vehicles; it is silent on the issue. However, in practical terms, the
regulation does not accommodate these approaches because it dogs not prowde for the
generation of: extra emission reductions for retiring high-emitting velhlcles

ARB staff agrees that revisions to the reguiation are needed and is proposmg to amend
the VAVR regulation to authorize the use of RSD to identify high emitting vehicles and
allow the generation of extra emission reduction credits for the retirement of these
vehicles. Additionally, staff is proposing to allow other technologies such as high
emitter profiles that can identify high emitting vehicles.

B. Goals for Proposed Regulatory Changes
In developing the proposed regulation, ARB staff focused on accomplishing four goals:

-« Ensure consistency with the enabling legislation {(Accelerated Light-Duty Vehicle
Retirement 'Program Health and Safety Code section -441-00 at --:s_eq);

e Expand VAVR programs to include the use of technologies to |dent|fy hugh emitting
vehicles for extra emission reduction credits;

o Increase flexibility to administer and operate VAVR programs while ensuring that
emission reductions are real, surplus, quantifiable, and enforceable; and

o Improve the clarity -and readability of the regulation.
C.  Public Outreach

ARB staff conducted three workshops in support of the proposed VAVR reg