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The California Air Resources Board should increase all Industry Assistance Factors to 100 percent through the end of the third compliance period.  
The Gypsum Association (“GA”) is uncomfortable with the sequential implementation of Industry Assistance Factors (“AF”) when two studies commissioned by The California Air Resources Board (“CARB”) to re-assess leakage risk have not been completed or fully reviewed for accuracy.  Given the uncertainty of the study process, we suggest that CARB should impose a moratorium on the AF creation process and assign each industry a 100 percent AF through the period ending December 31, 2020.  At the same time, CARB should implement a program of working with individual industries to assign each industry a representative, industry-data-based AF that would be effective for a period, of yet to be determined duration, that begins on January 1, 2021.  

The Industry Assistance Factor for the Gypsum Product Manufacturing Industry should be increased to 100 percent for the 2nd and 3rd Compliance Periods
Noting our previously stated preference for a moratorium on the AF creation process, GA believes that the AF for the Gypsum Product Manufacturing (“GPM”) industry should be 100 percent for the 2nd (2015-2017) and 3rd (2018-2020) Compliance Periods.

While we agree that the GPM industry should not be evaluated as a “high” emissions intensity industry, we are concerned that in assigning it a “medium” leakage risk classification CARB has undervalued the local trade exposure risk to the GPM industry.  It is our belief that the presence of GPM facilities in the states and countries adjacent to California and the efficient transport of finished goods by the industry cause it to be trade exposed on a local basis to a greater degree than is currently recognized by CARB.
Emissions intensity for the GPM industry in The State of California is likely to be static through the 2nd Compliance period.  

The United States GPM industry is presently operating at approximately 50 to 55 percent of total calculated capacity.  Any increase in product shipments within or to the State of California during the 2nd Compliance Period likely will be accommodated by utilizing existing capacity.

The complete “site-to-commissioning” process for a new GPM facility can be up to five years in duration.  GA is not aware of any public statements by GPM manufacturers outlining an intention to add capacity in the State of California during the 2nd Compliance period.  While California-based GPM manufacturers are continually making process modifications to improve over-all emissions efficiency, it is quite unlikely that new – and likely more environmentally efficient – GPM manufacturing capacity will be commissioned in state during the 2nd Compliance Period.
As a result, emissions intensity for the California GPM industry is likely to be static during the 2nd Compliance period and the industry will continue to be a “medium emissions intensity” industry throughout, and probably beyond, the 2nd Compliance period.
The GPM industry is a “high” Trade Exposure risk industry.  
Gypsum board is a consistent quality, commodity material that can be cost-effectively transported by rail.  As a consequence, gypsum board can be produced in a specific state or country and efficiently transported and sold in a different state or country.  

In a previous response, we indicated to CARB that specific member company data indicates almost one-third of the wallboard the company ships in or to the State of California is manufactured outside of the state.  We suspect comparable data from the two additional California GPM industry manufacturers to show a parallel result.  Our concern is that the CARB has not taken this attribute fully into account when assigning a “medium” trade exposure risk metric to the GPM industry.

Through its member companies that presently operate GPM manufacturing facilities in the State of California, GA can provide 2010 industry data for California.  The individual company data is proprietary and must be aggregated by a confidential repository, an activity that could be coordinated by GA.
It is our opinion the data will show that the California GPM industry has a trade share risk in excess of 19 percent.  This would qualify the GPM industry as a “high” trade risk exposure industry.  It also suggests that the “medium” trade exposure risk presently assigned to the GPM industry is too low.  

As an industry we have not yet established a formal program to provide the summary information to CARB.  We offer to establish that relationship to prove our contention to CARB that the trade exposure risk level for the GPM industry should be changed to a “high” risk exposure; however, we do not want to establish the confidential relationship until we have confirmed that CARB is interested in receiving the results for analysis.  
Because of its “high” leakage risk, the GPM industry should be assigned 100 percent Industry Assistance Factors for the 2nd and 3rd compliance periods.
We believe that the GPM industry in the State of California should be categorized as a “medium” emission intense industry and a “high” trade exposure risk industry.  Combining both metrics will place the GPM industry squarely in the overall category of a “high” leakage risk industry.  Because of its “high” leakage risk, the GPM industry should be assigned 100% assistance factors for the 2nd and 3rd Compliance Periods. 
The Gypsum Association has concerns regarding Census data used to analyze the GPM industry.
With the exception of industry shipment data provided by GA to the United States Geological Survey (USGS), a bureau of the United States Department of the Interior, it has been our experience that most publically available data on the GPM industry is of marginal value when it is used to examine and analyze a geographic subset such as the State of California.
In 2007, there were eight gypsum board manufacturing facilities (NAICS 327420) in operation in the State of California.  Oddly, the 2007 Economic Census of the United States categorizes approximately 40 facilities in the State of California as NAICS 327420 entities.  Clearly, given the discrepancy in facility count, there are extraneous facilities beyond those in the base California GPM industry included in the 2007 Survey data set.  
Our previous experience with the Survey database confirms our concerns.  An examination of 2002 Census data for a separate project indicated that the NAICS 327420 code included – and should not have included – stand-alone facilities that only manufacture joint treatment or plaster and prefabricated gypsum plaster moldings, as well as improperly categorized ancillary material distribution facilities.  
This is confirmed by the category description for the NAICS 327420 code provided by the Census Bureau: “This industry comprises establishments primarily engaged in manufacturing gypsum products, such as wallboard, plaster, plasterboard, molding, ornamental moldings, statuary, and architectural plaster work.”  (Text taken from http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_31A1&prodType=table)
Members of the Gypsum Association are willing to submit the facility-level economic data using the format suggested by CARB. 

The GA members presently manufacturing GPM materials in the State of California are willing to submit the facility-level data requested by CARB using the MMR process. 
We would suggest that CARB should also use GPM industry data collected by GA to analyze the industry.  The GA data incorporates only domestic gypsum board manufacturer information and can be used to create an accurate snapshot of the domestic GPM industry.  The GA recommends and suggests that its dataset, coupled with the facility-level data identified by CARB, should be used to analyze the GPM industry in the State of California.  
We also believe that leakage monitoring issues can best be assessed by using shipment and raw input quantity data, not value data.  Requiring industry to convert quantity data to value data is unwarranted and will necessitate the creation of value conversion factors or ratios, a process that will be controversial and fraught with debate.  In addition, any conversion factor will have to incorporate a mechanism that will diminish the effect and impact of fluctuations in price caused by factors external to leakage monitoring issues.  These would include natural disasters, labor strikes, and the operation of the material distribution system, the latter being a significant factor that is largely outside the control of a material manufacturer.
The Gypsum Association offers any and all Assistance to CARB as it reviews and refines its Leakage Monitoring Process

The Gypsum Association understands that the CARB has partnered with the University of California to further assess leakage risk.  GA and its members that operate manufacturing facilities in the State of California would appreciate being included in the stakeholder process and will provide industry information, such as the data identified in these comments, to assist CARB in correctly assigning leakage risk to the GPM industry. 

We believe that working with the GPM industry and GA will offer CARB the opportunity to examine the impact of its leakage monitoring process on a specific industry, an examination that should provide value to CARB as it examines other similar industries.
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