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April 19,2010 Writer’s Direct Contact
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MSteel@mofo.com

Members of the Air Resources Board
1001 I Street
Sacramento, CA 95812

Re:  Off-Road Diesel Regulation
Dear Board Members:

Enclosed as promised in our letter last week is the Associated General Contractors of
America (AGC) updated analysis of the Air Resources Board modeling of emissions from
construction equipment.

This analysis, which reflects data provided to AGC by ARB staff through February 2010,
shows that there is no need for the off-road rule; the emission reductions the rule was
designed to achieve have already been realized. Current emission levels are well below the
levels staff predicted when it drafted the off-road rule, and will remain below such levels in
the future. This provides an emission reduction “cushion” that should be used to afford relief
to the construction industry:

NOx Cushion
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PM Cushion

PM Statewide Emissions (tpd)
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ARB Prediction without Off-Road Rule
ARB Prediction with Off-Road Rule
Actual 2009 Emissions without Off-Road Rule

As we indicated last week, not only has construction activity declined, but fundamental flaws
in the ARB OFFROAD model have resulted in grossly overstated emissions estimates. ARB
staff has been well-aware of the serious problems with the OFFROAD model for many
years. Professor Robert Sawyer of the University of California, Berkeley and Professor
Andrew Kean of Cal Poly first published a study identifying some of these problems back in
2000. Professor Robert Harley of Berkeley published a paper calling for corrections to the
model in 2004, before the off-road rule was adopted. Professor Harley joined with Dr. Dev
Millstein at Lawrence Berkeley Laboratories to publish an additional paper in 2009
identifying errors in the OFFROAD model. Despite these repeated expressions of skepticism
about the OFFROAD model, even before the off-road rule was adopted, it does not appear
that staff has ever briefed the Board on this issue. And as of last week staff advised AGC
that they still had not completed an analysis of the issues raised in these studies.

Our air quality experts at Sierra Research have, however, just completed their analysis of the
errors in the OFFROAD model. Their findings, which are set out in the enclosed paper
entitled “Emissions from Diesel-Fueled Non-Road Equipment in California,” conclude that
the rule will not be needed for PM control until sometime after 2019 and will never be
needed for NOx control.

This gross overstatement of the emissions resulting from construction equipment means that
there can be no dispute that the Board can provide relief to California’s construction
contractors without in any way compromising on its commitment to reducing emissions and
meeting the SIP goals.
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In light of these facts, AGC reiterates its request that the Board direct the staff to:
1. Apply the small fleet requirements to all fleets;

2. Clarify the existing exemptions in the regulation to make it clear that exempt
vehicles should not be included in the calculation of fleet averages or compliance
with target rates; and

3. Create a “safe harbor” for fleet owners at risk of suffering serious financial harm,
limiting the direct expense that any fleet owner would have to incur in any one year
to comply with the regulation (to 3 percent of the owner’s net revenue in the
preceding year).

These changes will help California’s construction contractors to begin creating jobs again,
while still allowing the state to meet its commitment to cleaner air.

There 1s no reason for further delay in providing this relief. AGC’s proposal is a simple one
and we have provided ample evidence to show that the Board can provide the requested
relief without impeding progress towards compliance with the goals set forth when the Rule
was adopted. Further delay simply means further irreparable harm and continued loss of
jobs.

2

Sincerely,

Michael Jacob Steel
Counsel to AGC

Enclosures

ces Michael Terris, Esq. (Air Resources Board, w/enclosures)
Mr. Dan Pellissier (Cal/EPA, w/enclosures)
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Emissions from Diesel-Fueled Non-Road Equipment
in California

prepared by:

James M. Lyons
Mark Carlock
Thomas R. Carlson

Sierra Research, Inc.

April 19,2010

Introduction

During 2004, the California Air Resources Board (CARB) began the development of a
regulation intended to reduce emissions from in-use non-road Diesel-powered equipment.
This process culminated in CARB’s adoption in July 2007" of what is referred to as the
“In-Use Off-Road Diesel Vehicle Regulation” (off-road regulation). The off-road
regulation establishes emission reduction requirements for oxides of nitrogen (NOx) and
particulate matter (PM) from existing fleets of off-road construction and mining
equipment, airport ground support equipment (GSE), industrial equipment, and oil
drilling equipment. In addition, the regulation requires that fleet owners report to CARB
data characterizing each piece of equipment in their fleets.

In establishing the need for adoption of the off-road regulation, CARB developed a
baseline inventory for NOx and PM emissions from the vehicles subject to regulation
using the agency’s OFFROAD2007 model.” As indicated in reference 2, of the industry
sectors subject to the regulation, CARB estimated that the bulk of the equipment subject
to the off-road regulation would be in the construction and mining sector.” The baseline
NOx and PM emission inventories published by CARB in conjunction with the proposed
off-road regulation are shown in Figures 1 and 2, respectively, for the period from 2009
through 2025.

"It is intended that this manuscript will be submitted for publication in a peer-reviewed scientific journal
and, if accepted, may be modified prior to publication in light of reviewer comments.

¥ Of the 164,250 pieces of off-road equipment that CARB estimated to fall into these four categories in
2000, 147,005 pieces, or 89.5% of the total, were construction and mining equipment. See Reference 2 at
page E-2 (Table 1).
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Figure 1
CARB Estimates of Baseline NOx Emissions from
Vehicles Subject to the Off-Road Regulation
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Figure 2
CARB Estimates of Baseline PM Emissions from
Vehicles Subject to the Off-Road Regulation
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The OFFROAD2007 model generates an emission inventory for the equipment subject to
the regulation by compiling estimates for specific types of equipment (e.g., bulldozers,
graders, backhoes) in a given calendar year. Although execution of the OFFROAD2007
model requires thousands of individual calculations to be performed, the basic
calculations performed are relatively simple and given by the following equation:

Emissions = EF*Pop*AvgHp*Load*Activity*Fuel (1)
where:

e “Emissions” refers to emissions of a specific pollutant (e.g., PM or NOx) in tons
per day for equipment of a given type and age;

e “EF” denotes an emission factor for the equipment in units of tons of pollutant
emitted per brake-horsepower hour of operation;

e “Pop” means the number of pieces of equipment of the type and age;

o “AvgHP” means the average maximum rated brake-horsepower of the equipment;

e “Load” means the average load on the equipment during operation as a fraction of
the maximum load;

e “Activity” refers to the number of hours per day that the equipment is in
operation; and

e “Fuel” is a correction factor used to account for the emission impacts of
differences in California Diesel fuel as compared to the federal Diesel fuel that
the emission factors reflect.

As described in reference 2, the data used in the OFFROAD model for the factors “Pop,”
“AvgHP,” “Load,” and “Activity” are based on various surveys performed by CARB and
other different organizations at different points in time. Data regarding emission factors
(“EF”) were developed by CARB and reflect appropriate CARB and U.S. Environmental
Protection Agency (EPA) new engine emission standards. CARB also developed the
values used for the “Fuel” parameter.

In addition to emissions, the OFFROAD2007 model estimates fuel consumption in the
same manner in which it estimates emissions. In this case, the emission factor in
Equation (1) is replaced by a brake specific fuel consumption factor with units of mass of
fuel consumed per brake-horsepower hour of operation.

Although the OFFROAD2007 model was used by CARB as the basis for adoption of the
off-road regulations, a recent study by Millstein and Harley’ indicates that the
OFFROAD2007 model may significantly overestimate NOx and PM emissions from
vehicles subject to the off-road regulation. The Millstein and Harley study compared
NOx and PM emission estimates for 2005 derived from Diesel fuel use data to 2005 NOx
and PM emission estimates from the OFFROAD model. The authors reported that the
NOx and PM emission estimates from the OFFROAD model for 2005 were 4.5 and 3.1
times higher than those derived from the 2005 Diesel fuel use data. It should also be
noted that the basic approach used by Millstein and Harley had been used in a study
published in 2000 to evaluate an old version of the U.S. EPA NONROAD emission
inventory model.*
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Given the implications of the Millstein and Harley study and the fact that the baseline
inventory was a critical factor in CARB’s evaluation of the need for the off-road
regulation, the Associated General Contractors of America (AGC) commissioned an
independent review of the baseline inventory following the general approach used by
Millstein and Harley involving comparisons of OFFROAD2007 model results and fuel
consumption data. The results of that review are documented in this paper.

Data Sources

As noted previously, the data germane to the off-road regulation upon which the
OFFROAD2007 model is based were developed by CARB and other organizations using
surveys and other means. In particular, the data regarding the “Pop” and “AvgHP”
parameters were developed from survey data. As indicated by Millstein and Harley, a
more recent survey performed under contract to CARB by Baker’ reported results that
differed substantially from the survey-based data in the OFFROAD2007 model.

However, as the result of the reporting requirements of the off-road regulation itself,
detailed data characterizing the Diesel vehicle fleet operating in California have been
provided to CARB through the Diesel Off-road On-line Reporting System (DOORS).®
Pursuant to the off-road regulation, all fleets subject to the regulation were required to
have completed their initial round of reporting of equipment operated in California” by
August 1, 2009. CARB is pursuing a campaign to ensure complete reporting’ and annual
reporting updates are also required by the off-road regulation. Therefore, the DOORS
database is not static. In this study, DOORS data provided by CARB® in February 2010
were used to characterize calendar year 2009 equipment populations and age
distributions, and maximum rated engine power levels, as well as to identify “low-use”
equipment. These data were then used to replace the existing survey-based data in the
OFFROAD2007 model.

In addition to the DOORS data, data from several other sources were used to estimate
calendar year 2009 emissions from vehicles subject to the off-road regulation. The first
of these data sources’ were the hours of equipment operation reported by two locals of
the Operating Engineers union: Local 12, which is in southern California; and Local 3,
which is in northern California. Again as described in more detail below, these data were
used to account for changes in the operating patterns of equipment in 2009 resulting from
the current recession relative to years thought to be more representative of the activity
data in the OFFROAD2007 model, such as 2005.

Diesel fuel sales data were also collected for comparison with OFFROAD2007 estimates
of fuel consumption and potentially for use in adjusting the model’s emission inventory
estimates. The primary source of fuel sales data was the California Board of Equalization
(BOE),"” which provided information regarding total sales of tax-exempt Diesel fuel sold
for use in off-highway applications as well as the volume of on-highway Diesel fuel that

"The off-road regulation applies broadly to equipment operated in California and covers equipment that is
primarily operated in other states if it also operates for some portion of the year in California.
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construction firms burned in off-road equipment. In addition, the most recent data
regarding the relative consumption of Diesel fuel by vehicles subject to the off-road
regulation compared to other off-highway applications in California, such as rail and
marine operations, were obtained from the Energy Information Administration (EIA)."
The emission, fuel correction, and brake specific fuel consumption factors in the
OFFROAD2007 model were not modified in this analysis.

Methodology and Results

The first step in updating the baseline inventory from the OFFROAD2007 was the
incorporation of the DOORS data into the model in place of the existing survey-based
data. Given that the DOORS data available were collected during 2009, this change was
made for the 2009 calendar year. The DOORS data were tabulated by equipment type
and age* in order to revise the total population estimates and useful life estimates in the
OFFROAD2007 model. Once the DOORS data were jointly tabulated by equipment type
and age, the age distributions were examined and updated age distributions were
developed and incorporated into the OFFROAD2007 model. In addition, revised
maximum rated horsepower values were computed from the DOORS database for each
equipment type and these values were also substituted for the existing values in the
OFFROAD2007 model.

The OFFROAD2007 model accounts for year-to-year equipment population growth (or
contraction) through use of a growth factor file (growth.csv) read by the model. The
growth factor file consists of relative factors used to project equipment populations
forward or backward to a specific calendar year. Since the DOORS database reflected
calendar year 2009, an alternative version of the growth factor file was created for use
with the DOORS data to reflect this 2009 reference point. The remaining DOORS-based
revisions were generally implemented by generating separate versions of some of the
default input data files used by the OFFROAD2007 model during an execution.

The version of OFFROAD2007 updated to include the DOORS data was then run for an
annual average day;' the results are presented in Table 1 along with those obtained from
the unmodified OFFROAD2007 model.* As shown in Table 1, use of the DOORS data
reduced the total 2009 population, activity, fuel consumption, and NOx and PM emission
estimates for the vehicles subject to the off-road regulation.

" Equipment age was calculated from model year recorded for each piece of equipment in the DOORS
database subtracted from the 2009 calendar year during which these data were collected (e.g., equipment
from model year 2005 had an age of four years).

" The OFFROAD model can be run for a number of different scenarios including different portions of the
week and different seasons. All results presented here are based on annual average day runs.

* It should be noted that there are some small discrepancies in the baseline inventory results reported by
CARB in reference 1 and the results from the OFFROAD2007 model. It should also be noted that similar
discrepancies are observed in spreadsheets and other CARB documents related to the off-road regulation.
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Table 1
Comparison of OFFROAD2007 and DOORS Based 2009 Inventory for Vehicles
Subject to the Off-Road Regulation

Activity Fuel Cons. NOx PM
Source Pop (hours/day) (gal./day) (ton/day) (ton/day)
OFFROAD 191,678 543,924 2,664,493 33247 18.77
DOORS 156,929 479,839 2,438,305 304.28 16.38
DOORS LU | 156,929 455,444 2,339,322 287.92 15.36

In addition to allowing for the adjustments described above, the DOORS data identify
“low-use vehicles,” which are defined as those operating 100 hours or less per year. In
the DOORS data used in this analysis, 11,655 pieces of equipment, or about 7.5% of the
total population, were identified as being low use. In order to account for the impact of
low-use equipment, another run of the modified OFFROAD2007 model was done for
2009 using just the low-use populations. The results of this run were scaled using the
ratio of activity based on 100 hours per year of operation to the activity estimated from
the modified OFFROAD2007 model for the low-use equipment.”

The results for 2009 following the low-use equipment adjustment are also shown in
Table 1 with the source label “DOORS LU.” As one would expect, the adjustment
reduced all of the model outputs.

As noted above, data related to the activity of vehicles subject to the off-road regulation
are available from two California Operating Engineers unions. These data are presented
in Figure 3. As shown in Figure 3, Operating Engineer hours are down by approximately
39.5% in 2009 relative to 2005,* with this change being attributed to the current
economic recession. There are two potential factors that contribute to this decline:

(1) changes in the number and types of pieces of equipment in operation in 2009 relative
to 20035, and (2) changes in the number of hours that each piece of equipment is being
operated. In order to adjust for the first factor, the ratio of 2009 DOORS LU activity to
that for the 2005 OFFROAD2007 results was computed. This ratio is 0.891 and again
accounts for the change in activity expected from the change in equipment populations
and types in 2009 relative to 2005. The remaining change in activity shown in the
Operating Engineers data is likely due to reduced use of equipment. The factor that
accounts for the reduction in equipment use is then 0.680," and it is applied directly to the
DOORS LU results; the results are shown in Table 2.

" Note again that the OFFROAD2007 model results presented here are for annual average days and, as
such, reflect appropriately weighted weekend day and weekend activity. Given this, they are converted to
annual values based on a 365-day year.
 For 2009, this scaling factor was 0.16.
%2005 was chosen as the point of reference because it is near the peak of California construction activity
and was used by CARB as a point of reference in developing the baseline inventory for the off-road
regulation, as shown in reference 1.
¥ This value is computed by dividing the total remaining activity value of 0.606 in 2009 from the Operating
Engineers data by the value of the remaining activity after accounting for change in equipment populations
and types, which is 0.891.
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Figure 3
Changes in Operating Engineer Hours Over Time
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Table 2
Impact of Accounting for Reduced Operation of Vehicles
Subject to the Off-Road Regulation in 2009
Activity Fuel Cons. NOx PM
Source Pop (hours/day) | (gal./day) (ton/day) | (ton/day)

DOORS LU 156,929 455,444 2,339,322 287.92 15.36
DOORS LU-A 156,929 309,702 1,590,739 195.79 10.44

Having adjusted the OFFROAD2007 model results for 2009 for vehicles subject to the
off-road regulation to reflect the actual population and characteristics of those vehicles
and also to account for the relative decrease in equipment operation in 2009 associated
with the economic recession, the remaining question in light of Millstein and Harley is
whether the adjusted OFFROAD2007 fuel consumption estimate is reasonable in light of
actual 2009 California Diesel fuel sales data for vehicles subject to the off-road
regulation. The first point of comparison is between the OFFROAD2007 fuel
consumption value shown in Table 2 and 2009 sales of dyed Diesel fuel sales for use in
off-road applications in California. As noted above, this value of 727,111,419 gallons is
available from the California BOE. Converting the daily fuel consumption value in
Table 2 into an annual value yields a value of 580,619,735 gallons for 2009, or about
80% of the total dyed Diesel fuel sales in California in 2009.
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Unfortunately, the BOE does not have records regarding the volumes of dyed Diesel fuel
that are burned by the different categories of non-road sources where its use is allowed
(e.g., off-road equipment, ships, and trains). Such estimates for California are, however,
available from the EIA. Specifically, EIA publishes estimates of non-road Diesel fuel
use for four categories:

1. Farm;

2. Marine;

3. Rail; and

4. Off-highway.

EIA indicates that the off-highway category includes construction, logging, and other
sources such as transportation refrigeration units. As discussed below, the off-highway
category does not include mining and other sectors subject to the off-road regulation.

The most recent EIA data are for 2008; they indicate that the off-highway category
accounted for 14.59% of fuel used in these four categories. Using this value and the 2009
California BOE sales data, the off-highway fuel consumption of dyed Diesel in 2009 is
estimated at 106,054,957 gallons.

Another issue is that significant amounts of non-dyed or “clear” on-highway Diesel fuel
are burned in off-highway equipment in addition to dyed fuel. In this case, the issue can
be addressed using data that are available from the California BOE for the construction
industry taken from forms that must be submitted in order for firms to obtain a refund of
the fuel tax paid on clear fuel. As firms have up to three years to submit these refund
forms, data regarding the actual clear fuel used in off-road equipment in 2009 are not
directly available; however, historical data are available. In this study, California BOE
refund volumes for clear fuel burned in off-highway construction equipment for 2005
were compared to dyed fuel consumed by off-highway equipment in 2005 using 2005
California BOE dyed fuel data and EIA data for 2005."* The clear fuel volume for
construction reported by BOE in 2005 was 44,631,475 gallons and represented 25% of
total fuel estimated to be consumed in off-highway equipment. Using this same 25%
value for 2009 increased the estimated off-highway equipment fuel consumption in 2009
to 132,568,697 gallons.

A final issue with respect to the 2009 fuel consumption estimate is ensuring that it
reflects fuel consumed in vehicles subject to the regulation other than that used in the
off-highway sector. As noted above, the off-highway sector does not include mining, and
separation of mining and construction fuel use is not possible in the OFFROAD2007
model. Recent survey data for California published in reference 5™ indicate that mining
equipment accounts for about 1% of the total Diesel-fueled equipment in the construction
and mining sector. However, it is likely to be used more frequently than construction
equipment. In order to be conservative, it is assumed here that Diesel fuel use in mining
equipment subject to the off-road regulation is 10% of that used in the off-highway
category and the total 2009 fuel use estimate increases to 145,825,567 gallons.

" See Table 70.





To account for fuel used in vehicles subject to regulation in sectors other than
construction and mining, the ratio of total fuel consumed in vehicles subject to the
regulation estimated using the DOORS version of OFFROAD2007 relative to that
estimated using the model for the construction and mining sector was determined.” This
value was 1.124. Application of this value raises the 2009 fuel consumption estimate to a
final value of 163,907,937 gallons.

Recalling that the adjusted OFFROAD2007 fuel consumption for 2009 was 580,619,735
gallons, the ratio between that value and the independently derived fuel consumption
estimate of 163,907,937 gallons is 3.54. The conclusion to be drawn from this result is
that even after all of the updates described above are made to OFFROAD2007, the model
overestimates off-road vehicle activity, and therefore NOx and PM emissions, by a factor
of 3.54. The only alternative explanations are (1) that there are substantial errors in the
OFFROAD2007 brake specific fuel consumption values, or (2) that far more fuel is being
consumed than estimated above.

If the brake specific fuel consumption factors in the OFFROAD model are too high, then
fuel specific emission factors (e.g., grams of pollutant emitted per kilogram of fuel
burned) would have to be changed to be much higher than they are currently. As shown
in Table 1 of Millstein and Harley, the current fuel-specific emission factors from
OFFROAD are in reasonable agreement with those developed independently by others.
Therefore, it is highly unlikely that errors in the brake specific fuel consumption factors
in OFFROAD2007 are the cause of the observed over-estimation of fuel consumption.

In order for the volume of fuel being used in the vehicles subject to the off-road
regulation to be 3.54 times higher than the volume estimated here, the relative amount of
dyed Diesel fuel used in off-highway vehicles would have to be much higher relative to
that used in farm, rail, and marine applications than reported by EIA, or much more clear
fuel than the California BOE reports as being claimed for tax refunds would have to be
burned in vehicles subject to the off-road regulation

Given the other changes made to the OFFROAD2007 model, the most likely source of
error that leads to the overstatement of fuel consumption is the product of the hours of
operation and the load factors used in the model. Although changes in activity were
accounted for using the Operating Engineer hours, those changes adjusted only 2009
activity relative to 2005 activity and did not address any problems associated with the
absolute values of the annual operating hours assumed in the OFFROAD2007 model.
There were no changes made here to the OFFROAD2007 load factors given the dearth of
suitable data.

The results of the updates to the OFFROAD2007 estimates described above and the
reconciliation of those estimates with actual fuel consumption data are summarized in
Figures 4 and 5 for NOx and PM emissions, respectively. The fuel consumption related

" While it might seem to be inappropriate to use the DOORS version of the OFFROAD2007 model for this
purpose, the question being investigated is whether the absolute fuel consumption and emission values are
reasonable, not whether the model estimates of relative fuel consumption between sectors are reasonable.
It is the latter that is being used to make this adjustment.
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Figure 4
Impacts of Updates to 2009 Baseline OFFROAD2007
NOx Emission Inventory
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Figure 5

Impacts of Updates to 2009 Baseline OFFROAD2007
PM Emission Inventory
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adjustments, labeled “DOORS LU-A-F,” are shown in the rightmost columns in these
two figures.

As shown in Figure 4, the updates made to the 2009 baseline NOx inventory from the
OFFROAD2007 model reduce the emission estimate from 332 tons per day to 55 tons per
day. The final updated inventory value is approximately 6 times lower than the baseline
value estimated using OFFROAD. Similarly, as shown in Figure 5, the baseline 2009
PM inventory is reduced from about 19 tons per day to about 3 tons per day and the final
updated inventory is about 6.4 times lower than estimated using OFFROAD.

The adjustments made to the OFFROAD2007 model following incorporation of the
DOORS data and the adjustment for low-use equipment described above can be cast in
simplified mathematical form by revising Equation (1), as shown in Equation (2) below.

Emissions = [(EF*Pop*AvgHp*Load*Activity*Fuel)-
(EFLu*POPLU*LOADLu*ACtiVityLu*Fuel *ALU)] *Aa*Arc 2)

where:

e Subscript LU denotes low-use equipment;

e Apyis the ratio of 100 hours per year of operation to the default
OFFROAD2007 hours of operation (determined here to 0.161 for 2009);

e A, is the ratio of the average actual hours of operation per piece of equipment
to the default OFFROAD2007 average (determined here to be 0.680 for
2009); and

e Agc is the ratio of actual fuel consumption to fuel consumption estimated by
the OFFROAD2007 model (determined here to be 0.282 or 1/3.54).

Forecasting Future Emissions

As shown in Figures 1 and 2, the baseline emission inventory for the off-road regulation
includes forecasts of future emissions through the year 2025. These forecasts, like the
2009 emission inventory, are based on the OFFROAD2007 model and reflect CARB
assumptions regarding growth of the vehicle fleet subject to the off-road regulation over
time. As noted in reference 1, OFFROAD2007 is based on assumed monotonic growth
factors for Diesel vehicles in the different industry sectors subject to the regulation. The
emission forecasts also reflect the impact of more stringent emission standards that apply
to new vehicle engines in the future. Overall, the result is that despite growth in the
vehicle population, baseline emissions will decline over time due to the impact of the
more stringent emission standards that apply to newer vehicles.

In forecasting emissions forward from the updated 2009 baseline, there is no reason to
alter the updates related to the DOORS and low-use-vehicle data. In addition, there is no
reason to alter the changes made to reconcile the over-estimation of fuel consumption
inherent in the OFFROAD2007 model’s activity and load factors. There is, however,
uncertainty related to the question of whether the update made in 2009 to relative activity
made to account for the economic recession should remain in place for future years.
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Given the monotonic growth rates upon which the OFFROAD2007 model is based and
the uncertainties associated with vehicle growth forecasts in the sectors subject to the
regulation, the simplest approach to highlighting the impact of the updates on future
emissions is to assume no change in relative activity (e.g., set Ay = 1 in Equation 2) and
to rely on the growth rates already in the OFFROAD2007 model. This approach is also
consistent with that used by CARB to create the baseline inventory.

The updated baseline emissions forecast using this approach are shown in Figures 6 and 7
for NOx and PM, respectively, along with the CARB baseline inventory values from
Figures 1 and 2. In order to maintain consistency of assumptions over time, the relative
activity adjustment shown for 2009 in Figures 4 and 5 has been omitted for 2009 in
Figures 6 and 7. As a result, the inventory values shown for that year in Figures 6 and 7
are higher than the available data indicate they should be. Also shown in these figures
are the emission reduction targets CARB established at the time the off-road regulation
was adopted, taken from reference 2.

As shown, the updated baseline emission inventory for NOx is far lower than either the
CARB baseline or the CARB emission targets over the entire period through 2025. The
same general trend is observed for the PM inventory until 2016, at which point the
updated baseline and CARB emission targets converge.

Figure 6
NOx Emissions from Vehicles Subject to the Off-Road Regulation
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Figure 7
PM Emissions from Vehicles Subject to the Off-Road Regulation
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Breathing Room

California Has Room
To Preserve and Protect Construction Jobs

And Still Exceed
Its Goals for Reducing Emissions from Off-Road Fleets
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California’s New
In-Use Off-Road Diesel-Fueled Fleets Regulation

* Approved in July 2007

* Separately addresses emissions of nitrogen oxides (NOx) and
particulate matter (PM)

* Applies to four industry categories — but just one of the four
(Construction and Mining) accounts for at least 80% of the regulated
equipment
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California’s New
In-Use Off-Road Diesel-Fueled Fleets Regulation

* Established reporting requirements that took effect in April (large
fleets), June (medium fleets) and August (small fleets) of 2009

* Established fleet average requirements that were originally
scheduled to take effect in March of 2010 (large fleets), 2013
(medium fleets) and 2015 (small fleets)
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4 AGC of America ¢

California’s New
In-Use Off-Road Diesel-Fueled Fleets Regulation

* Based on 2000 emissions inventory
* OFFROAD model
* Best data then available to CARB
* Baseline emissions for 2000
* Forecast for future years
* Calibrated to drop NOx and PM emissions to specified levels
* Compliance with State Implementation Plan

e Environmental benefits versus economic burdens
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Scope of Presentation

* A Quick Review
* The Fundamentals of the OFFROAD Model
* 2000 Emissions Inventory

e 2009 Emissions Inventory
* DOORS Data Provided on September 26, 2009
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Scope of Presentation

* Updated 2009 Emissions Inventory
* DOORS Data Provided on February 17, 2009

* BOE and EIA Data on Diesel Fuel that Off-Road Equipment
Consumed in 2009

* Labor Union Data on the Hours that Operators Worked in 2009
* Conclusions
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Bottom Line

300

CARB can do its part to preserve and protect
the remainder of the jobs in California’s construction industry
and still exceed its targets for emissions from regulated fleets.
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Fundamentals of the OFFROAD Model

* “Bottom Up” model designed to estimate current and project future
emissions from off-road engines and vehicles

* Agricultural, recreational, construction, mining, and other categories, but
not rail or marine

* Estimates and forecasts of emissions of hydrocarbons and carbon
monoxide, as well as NOx and PM

* Also diesel fuel diesel consumption






AGC of America ¢

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

Fundamentals of the OFFROAD Model

* Originated in the mid-1990’s
* Many assumptions and methodologies dating back to that period
* Not well documented

* Literally thousands of calculations

* But fundamental structure relatively straightforward
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Fundamentals of the OFFROAD Model

For each model year, and each horsepower and equipment category,
emissions and/or diesel fuel consumption are equal to the following:

Pieces of
Equipment
(Population)

Average
Maximum

Rated
Horsepower

Average

Hours of
Operation

(Activity)

Average Load

X During

Operation

Emission/Fuel
Factors






11

AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

Fundamentals of the OFFROAD Model

* Different Emission Factors for each pollutant
* Vary with age of engine
* Also adjusted for unique fuel mixture that California requires

* Measured in grams of pollutant per brake horsepower of engine work
* Also Diesel Fuel Consumption Factors

* Measured in gallons of diesel fuel per brake horsepower of engine work

* Selected factor depends on purpose of estimate and/or forecast
* Same inputs
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Fundamentals of the OFFROAD Model

* Calculates and aggregates results for each model year of each horsepower
and equipment category to produce baseline estimate for a particular year

* Applies growth factor to make forecasts for future years

* Constant annual rate of growth for each population of equipment, equal
to nearly 2% for Construction and Mining equipment

* Apparently related to employment data but precise relationship
uncertain
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Fundamentals of the OFFROAD Model

* Not responsive to short-term swings in the economy
* Activity assumed to be constant from year to year
* Baseline estimates likely to be wide of the mark for any one year

* Low for years of unusually high activity

 High for years of unusually low activity
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2000 Emissions Inventory

* Starting point for new regulation
* Baseline estimate for year 2000

* Earlier surveys and studies used to estimate inputs

Population

Average Maximum Rated Horsepower

Activity

Load Factors

Age Distribution
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2000 Emissions Inventory

* Baseline estimate for year 2000

* Emission Factors linked to regulatory standards through engine testing
data

e Forecasts for future emissions

e Based on Growth Factor
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2000 Emissions Inventory
for NOx

* OFFROAD model estimated 325 tons per
day (tpd) in 2009

* OFFROAD model then projected steadily
declining emissions through 2025

* Down anywhere from 4.3% to 8% per
year from 2010 to 2025

* Down a cumulative total of 68.2% (to
103.2 tpd) between 2009 and 2025
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NOx Emissions
From Regulated Fleets

Tons Per Da

2000
Inventory

Year
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2000 Emissions Inventory

for NOx

350
300
250
200
150
100

50

NOx Statewide Emissions (tpd)

2009

2011

2013

2015 2017
2000 Inventory

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA

AGC of America (N

2019

Quality People. Quality Projects.

2021

2023

2025






AGC of America

18 THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

2000 Emissions Inventory
PM Emissions
for PM From Regulated Fleets

Tons Per Da

2000
Inventory

* OFFROAD model estimated 17.49 tpd in
2009

Year

* OFFROAD model then projected steadily
declining emissions through 2025

* Down anywhere from 4.6% to 10.2% per
year though 2025

e Down a cumulative total of 76.2% (to 4.2
tpd) between 2009 and 2025
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for PM
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2009 Emissions Inventory

* New regulation’s reporting requirements took effect between April and
August of 2009

* Opportunity to take fresh look at emissions inventory

* Embedded in DOORS data were new and better values for three inputs
needed to estimate emissions in 2009

* Population

* Average Maximum Rated Horsepower

* Age Distribution
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2009 Emissions Inventory

e As did CARB, AGC relied on OFFROAD model

* No modifications or adjustments to model itself

No changes to formula

Originally estimated and/or assumed values for Activity and Load

Same Emission Factors

Same Growth Factor
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2009 Emissions Inventory

* AGC merely substituted DOORS data provided in September of 2009 for
surveys and studies on which CARB had relied

e OFFROAD model estimates for 2009

* OFFROAD model forecasts for future years
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2009 Emissions Inventory
NOx Emissions
for NOX From Regulated Fleets

Tons Per Da

2009
Inventory

* OFFROAD model estimated 239.1 tpd in
2009

* OFFROAD model then forecast steadily
declining emissions through 2025

Year

* Down anywhere from 5.2% to 8.3% per
year through 2025

* Down a cumulative total of 70% (to 71.6
tpd) between 2009 and 2025
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2009 Emissions Inventory
for NOx

* Close to originally forecast rate of decline in
NOx emissions

* 2000 Inventory: 4.3% to 8%
e 2009 Inventory: 5.2% to 8.3%

* Also close to originally forecast decline in
NOx emissions over entire period

e 2000 Inventory: 68.2%
e 2009 Inventory: 70%

Quality People. Quality Projects.

Year

NOx Emissions
From Regulated Fleets

Tons Per Da

2000
Inventory

2009
Inventory






25

2009 Emissions Inventory
for NOx

* Very different picture of 2009
* 2000 Inventory: 325 tpd in 2009
* 2009 Inventory: 239.1 tpd in 2009
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NOx Emissions

From Regulated Fleets

2000 2009
Year Inventory Inventory






26

2009 Emission Inventory
for NOx

NOx Statewide Emissions (tpd)
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2009 Emissions Inventory
PM Emissions
for PM From Regulated Fleets

Tons Per Da

2009
Inventory

* OFFROAD model estimated 12.9 tpd in
2009

Year

* OFFROAD model then projected steadily
declining emissions through 2025

* Down anywhere from 5.3% to 12%
through the year 2025

* Down a cumulative total of 79% (to 2.7
tpd) between 2009 and 2025
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2009 Emissions Inventory
for PM PM Emissions

From Regulated Fleets
Tons Per Da
2000 2009

5> o c . Year Inventory Inventory
* Close to originally forecast rate of decline in
PM emissions

* 2000 Inventory: 4.6% to 10.2%
* 2009 Inventory: 5.3% to 12%

* Also close to originally forecast decline in
PM emissions over entire period

2000 Inventory: 76%
* 2009 Inventory: 79%
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2009 Emissions Inventory
for PM

* Very different picture of 2009
* 2000 Inventory: 17.5 tpd
* 2009 Inventory: 12.9 tpd
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PM Emissions

From Regulated Fleets

2000 2009
Year Inventory Inventory
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2009 Emissions Inventory for PM
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Updated 2009 Emissions Inventory

* 2010 presented opportunity to further refine values needed to estimate
emissions in 2009

e Additional data had continued to trickle into CARB

* Total population of reported equipment grew from 126,267 to 156,929
by February of 2010

* Population, Average Maximum Horsepower and Age Distribution

* Also “low use” equipment, which had grown in proportion to total
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Updated 2009 Emissions Inventory

* 2010 also presented unique opportunity to investigate public reports that
historical data on off-road fuel consumption had significant implications for
OFFROAD model

¢ Peer-reviewed research

* Kean, A.J., Sawyer, R.F and Harley, R.A., “A Fuel-Based Assessment of
Off-Road Diesel Engine Emissions,” J. Air & Waste Manage. Assoc.
50:1929-2939, 2000.

* Millstein, D.E., and Harley, R.A., “Revised estimates of construction
activity and emissions: Effects on ozone and elemental carbon
concentrations in southern California, Atmospheric Environment
43:6328-6335, 2009.
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Updated 2009 Emissions Inventory

* Not only DOORS data but also other data for all of 2009 became available
in 2010

* Red dye diesel fuel that all off-road equipment burned in 2009

* Hours that equipment operators worked in 2009

* Sources of additional data included Locals 3 and 12 of International
Union of Operating Engineers, California Board of Equalization, and
Energy Information Administration of U.S. Department of Energy
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Updated 2009 Emissions Inventory

* Again, AGC began with OFFROAD model

* No modifications or adjustments to model itself

No changes to formula

Originally estimated and/or assumed values for Activity and Load

Same Emission and Fuel Factors

Same Growth Factor
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Updated 2009 Emissions Inventory

* First, AGC substituted DOORS data provided in February of 2010 for
DOORS data provided in September of 2009

* Second, AGC accounted for equipment reported to be low use
* 7.5% of total population of equipment

* Assumed to operate no more than 100 hours per year, as required by
regulation

* Scaling factor equal to 0.16

* Ratio of regulatory limit (100 hours per year) to otherwise estimated
and/or assumed hours of operation
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Updated 2009 Emissions Inventory

* Third, AGC confirmed and quantified disparity between actual data and
model’s estimates of off-road diesel fuel consumption for 2009

* Finally, AGC aligned model with actual data on off-road diesel fuel
consumption

* Actual Fuel Consumption Factor equal to 0.282

* Ratio of off-road fuel consumption in 2009 to OFFROAD model’s
estimate of same

e External to model itself
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Updated 2009 Emissions Inventory

 Third step in process the most challenging

* Simple and straightforward question: how did actual data compare with
model’s estimates for 2009

* Actual data divided by model’s estimate should equal one

* Challenges were two

* Ensuring apples-to-apples comparison

* Adjusting for short-term fluctuations in Activity
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Updated 2009 Emissions Inventory

* Total gallons of red-dye fuel that Board of Equalization (BOE) reported to be
sold for off-road use in 2009 provided starting point

e 14.59% of that total allocated to construction

* Equal to allocation that Energy Information Agency made in 2008

* Most recent year

* Conservative allocation, as construction industry more depressed than
other sectors in 2009
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Updated 2009 Emissions Inventory

* 25% of construction equipment’s share of red-dye fuel then added to that
figure — to account for clear fuel that off-road construction equipment also
consumed in 2009

* Most recent year for which BOE has complete data on such fuel is 2006

* In 2004, 2005 and 2006, ratio of clear to red-dye fuel that off-road
equipment consumed ranged from 21.1% to 25.1%

* Selected ratio equal to actual ratio for 2005
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Updated 2009 Emissions Inventory

* 10% of all fuel that off-road construction equipment consumed in 2009
then added to that figure — to account for mining portion of combined
Construction and Mining category that OFFROAD model addresses

* Necessary for apples-to-apples comparison

* Mining equipment equal to 1% of all equipment in construction and
mining category

* Baker, R., "Characterization of the Off-Road Equipment Population,”
Eastern Research Group, Final Report to the California Air Resources
Board, December 2008.

* Conservative assumption that mining equipment has significantly higher
Activity and/or Load Factors — together, ten times construction
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Updated 2009 Emissions Inventory

* 12.4% of all fuel that construction and mining equipment consumed in
2009 then added to that figure — to account for Airport Ground Support,
Industrial, and Oil Drilling categories of off-road equipment

* Model also addresses, and regulation also covers, those three categories
of off-road diesel equipment

* Model itself yields ratio

e Combined estimate for other three categories relative to estimate for
Construction and Mining

* Also necessary for apples-to-apples comparison
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Updated 2009 Emissions Inventory

* Hours that operating engineers reported in 2005 and 2009 formed starting
for downward adjustment of Activity

* Activity factor built into model assumed to equal 2005

* Another conservative assumption, as 2005 was peak year for GDP
originating in California construction industry

* Hours that operating engineers reported working fell 39.5% between that
year and 2009

* After accounting for changes in population and mix of equipment over
same period, downward adjustment for drop in Activity came to 32%
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Updated 2009 Emissions Inventory

Diesel Fuel Actually Consumed by Regulated Fleets in 2009

red dye diesel fuel consumed by off-road construction equipment 106,054,957

clear diesel fuel consumed by off-road construction equipment + 26,513,740

total diesel fuel consumed by off-road construction equipment 132,568,697

diesel fuel consumed by off-road mining equipment +13,256,870

diesel fuel consumed by off-road construction and mining equipment 145,825,567

diesel fuel consumed by off-road equipment in other regulated fleets +18,082,370

diesel fuel consumed by all regulated fleets 163,907,937
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Updated 2009 Emissions Inventory

Model’s Estimate of Diesel Fuel Consumed by Regulated Fleets in 2009

model’s estimate of total diesel fuel consumed by all regulated fleets* 853,852,530
downward adjustment for drop in Activity between 2005 and 2009 - 273,232,795
adjusted estimate of diesel fuel consumed by all regulated fleets 580,619,735

*Based on DOORS data, including low use vehicles
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Updated 2009 Emissions Inventory

Actual Fuel Consumption Factor

total diesel fuel actually consumed by all regulated fleets 163,907,937
Activity adjusted estimate of diesel fuel consumed by all regulated fleets*  + 580,619,735
adjustment factor 0.282

*Based on DOORS data, including low use vehicles
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Updated 2009 Emissions Inventory

* Started with original OFFROAD model

* Based on DOORS data, updated inputs for Population, Average Maximum
Horsepower and Age Distribution

* Also applied scaling factor to “low use” equipment

* Applied Actual Fuel Consumption factor
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Updated 2009 Emissions Inventory

* No adjustment for Activity
* Only used to calculate Actual Fuel Consumption factor

* Same Activity that CARB assumed when it developed its 2000 emissions
iInventory

* Same Activity that model would assume in absence of any recession
* No change in Growth Factor

e Same Growth Factor that CARB assumed when it developed its 2000
emissions inventory

e Same growth that model would assume in absence of any recession
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Updated 2009 Emissions Inventory
fOr NOX NOx Emissions

From Regulated Fleets

Tons Per Da

Updated 2009
Inventory

* OFFROAD model estimated 81.3 tpd in
2009

* OFFROAD model then forecast steadily
declining emissions through 2025

Year

* Down anywhere from 5.3% to 8.3% per
year through 2025

e Down a cumulative total of 70.2% (to 24.2
tpd) between 2009 and 2025
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Updated 2009 Emissions Inventory
for NOX NOx Emissions

From Regulated Fleets

Tons Per Da
2000 Updated 2009

Year Inventory Inventory

e Still close to originally forecast rate of
decline in NOx emissions

* 2000 Inventory: 4.3% to 8%
e Updated 2009 Inventory: 5.3% to 8.3%

* Still close to originally forecast decline of
NOx emissions over entire period

e 2000 Inventory: 68.2%
* Updated 2009 Inventory: 70.2%
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Updated 2009 Emissions Inventory
for NOX NOx Emissions

From Regulated Fleets

Tons Per Da
2000 Updated 2009

Year Inventory Inventory

* But even bigger difference between
originally forecast and newly estimated
emissions in 2009

* 2000 Inventory: 325 tpd in 2009

e Updated 2009 Inventory: 81.3 tpd in
2009






51

AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA

Updated 2009 Emissions Inventory
for NOx

NOx Statewide Emissions (tpd)
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Updated 2009 Emissions Inventory
fOr PM PM Emissions

From Regulated Fleets
Tons Per Da:

Updated 2009
Inventory

* OFFROAD model estimated 4.34 tpd in
2009

* OFFROAD model then projected steadily
declining emissions through 2025

Year

* Down anywhere from 5.4% to 11.9%
through the year 2025

e Down a cumulative total of 79% (to 0.91
tpd) between 2009 and 2025






. AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

Updated 2009 Emissions Inventory
for PM PM Emissions

From Regulated Fleets

Tons Per Da
2000 Updated 2009

Year Inventory Inventory

e Still close to originally forecast rate of
decline in PM emissions

* 2000 Inventory: 4.6% to 10.2%
e Updated 2009 Inventory: 5.4% to 11.9%

* Also close to originally forecast decline in
PM emissions over entire period

2000 Inventory: 76%
« Updated 2009 Inventory: 79%






AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

54

Updated 2009 Emissions Inventory
for PM PM Emissions

From Regulated Fleets

Tons Per Da
2000 Updated 2009

Year Inventory Inventory

* But even bigger difference between
originally forecast and newly estimated
emissions in 2009

* 2000 Inventory: 17.5 tpd
e Updated 2009 Inventory: 4.3 tpd
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Updated 2009 Emissions Inventory

for PM
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Why the Differences

* Updated 2009 emission inventory dramatically differs from 2000 emissions
inventory for several reasons

* Population of Equipment: 156,929 versus 191,678
* Low use category of equipment: 100 hours versus 625 hours

* Diesel fuel that regulated fleets actually consume: 163,907,937 versus
580,619,735 in 2009

* After controlling for Population, Average Maximum Horsepower and
Age Distribution, and adjusting for drop in Activity
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Why the Differences

e NOT recession

* Inventory based on same level of Activity that CARB assumed prior to
recession

* Except to extent that downturn restrained growth in population of off-
road equipment between 2000 and 2009

* NOT forecast of slow economic recovery

* Inventory based on same Growth Factor that CARB applied prior to
recession
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Conclusions

* CARB has more than enough room to grant AGC's request for further relief

from the new regulation and still hit, indeed exceed, the Board’s original
targets for emissions from the regulated fleets.

e True for NOx

e Also true for PM
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NOx Cushion

* Latest forecasts for NOx are
dramatically lower than targeted rates
in each and every year between
2010 and 2025

* Anywhere from 64.5% to 74.6%
below targeted rates
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NOx Emissions From Regulated Fleets
Tons Per Da

CARB Updated 2009
Targets Inventory

Delta

Year
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NOx Cushion
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PM Cushion

e Latest forecasts for PM are below
targeted rates in 14 of 16 years
between 2010 and 2025, including
first 11

* As much as 71.9% below targeted
rates

* More than 30% below targeted
rates through 2019
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PM Emissions From Regulated Fleets
Tons Per Da

CARB Updated 2009

Year Targets Inventory Delta
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PM Cushion
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Conclusions

* AGC has asked CARB for the following:

* Apply the small fleet requirements to all fleets

* Clarify that exempt vehicles are excluded from all calculations of
horsepower, average fleet emissions and the like

* Create a “safe harbor” for fleet owners at risk of suffering serious financial
harm, capping the expenditure that any one owner would have to make in
any one year

« CARB has emissions cushion to make these changes and still meet, indeed
exceed, its targets for emissions from regulated fleets






AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

Thank you.





