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. Sublect Waiver bdefing for Bob

Bryan/Karen:

please bring a copy to today's stafr meeting as Margo will likely want to know where this one is now (we

talked ebout some changes). She can focus on page 3, 19 (checking some fasts on that one with Mike
Shelby and John Koupal so might change a word or two) and the lasttwo pages. thanks
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Comments on Vfaiver Criteria &"

Additional Questions; Next Steps

Introduetory Remarks

Protectiveness

Compelling and Exfraordinary Conditions

Consistency tñrith Section 202 (

Options '
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Infroductory Remarks
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. .Burden of hooflDeference

Ttaditional view is CAA ptovides CA the its
program and in policy chôices (egislative

. Relevance to EPA's waiver evaluation of 3 additional FR Notice questions (globat
climate change, Massachusetß v. EPA decision, EPCA)

: Fbr: GHG apollutant like all othetrs, heat the same way in wair¡er.S3ät"ififfi1"ffi
EPCA peenrption alone

OfÏice of Transportation and.Air Quality



Proteetiveness - CAA language andKey
Issues

r Whether California's delgrminaÊqn that its "staridards vrill
be, in the aggregqte, at least as protective of public health

and welfare as applicabls federal standards .... is arbitrary
and caDricious."
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"Canfumia' s Detemrinatiod'

Timing
Can deternrination be made before federal standards exist?

Should CARB's determination be evaluated from the time of its
*t.r"atdrg ot de based on any new information (NERA/Sierra Report)?

Connnenß
>omparable federal sq1rdarq (EPA has
cirir¡mstances and ¡efl ects California

new NERA/Sierra RePort.
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Numerical vs Lifetime In-use Effects
s least as
ral standand"
;least as

protective of as such Federal standards
for purposes L

Comments
ForWould be first time EPA looked at lifetime effects in the context- :bf r *aio"r review; EPA already waived LEV II and ZEV so

should only exanriñe GHG inorementally
w to define
of !'net emissions"
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"Arbivar:yar¡dCapneious"

Burden of Proof- CARB must make initial protectiveness determination and srrbmit to
EPA
Ståndad of Review - Challengers to the waiver mustmeet-the burden ofproof\r'ith
clear and convincing evidence-(MEMA I and Legislative history)
Comments
For 'lhelmquâse of the stahrte and its statutory history indicated that Califomia's regulations,

enrt Cslifi'irniã's determination that thev can¿ ifaüfiírniis determination that thev c
rovlng

ttie legal
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lñiver ñquest and CARB'ô upéãte (even if necessary) shows that the ræhicle program remains
moreprotective

California programs
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NERA/Sierra Research Report 20A7 - Overview

. NER.AlSierra's assesment concluded the CARB GHG tailptpe shndards, in
clmbination with the ZEV Standards, are not as 'þroteetivèo-as Fedqal
regulations
CARB asserß that appropriate analysis and consequent deterudnation is based

ù *ri.* of "incredrèntåI" differerice frorn GHG standards to then existing
CÀproffi (wtrictr has its o$,n prior protectiveness determination)

ffirgx,r"X.X¿l 
based on increased criteria air pollution emissions from three

z
d
F'á.2

¡¡È
Ut¿
-ElbE
2âv-' Fl>
>='q <Ëtt
IT
AV

EäNéFtz
vÈÉ
ozz1FO<ã
dË
alÉ
Ue
7'"FEI
nz
Ei *tooFZ
eã
È.2
ø¿ôL
5ã
'uHéE
ã9
á2

6)
Ezo

Office of Transportation and Air Quality



NERA: Fleet T\¡rnover

NERA argues that Califom se
delayed fleet turnover and,

NERA's Logic
GHG Rule causes price increases for ne!\t vehioles, whioh
resulß in a de-cline in new vehicles sales

As the prices of new vehicles increasen the prices of existing
vehiclés increase as well
Decision to scrap an existing vehicle depends rrpon tade-off
between value oïexisting vehicle in im working condition
and im scrappage.value
Rising prices of uristing vehicles leads to decisions by some
consffiers to delayed sõrappage ofvehicles

åiäifif Ï$friåî"#:#.
Delaved fleet turnover
of crlteria air pollution
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NERA: Fleet Ttrnover

. NERA/Sierra Research Results

In 2020, neu/ veihicle sales will be 176,000 lower from

Catifornia GHG/ZEV ruIe

C\xnulative nrrmber of vehicles in the Cdifornia fleet srith

model years before the regulations take effect (i.e., pre-2009

model year) will be 1 million greater nZAZA from

California GHGIZEV Rule

As the average age of the California vehicle fleet increases,

criteria air Poltution increases
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CARB: NERAlSierra Research sales/deleyed scrappege estimates are

too high
V/hy?

NERAlSierra Research vehicle cost estimates too high
. Sierra Research: $3000-$4000 per vehicle (California

GHGIT-EV Rule)
¡ CARB: $1000-$1300 per vehicle (GHG Rule)

NERA doesn't accurately account for'lrel çconomy benefits" of
new vehicles

I

CARB asserts that EPA in ZBV wqiver validated the reasonableness

of the CARB ZEV õost projectionJ (at least tbrough 201 l, end year of
waiver)
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CARB Responsq Fleet Turnover

I

In addition, CARB used a con$rmer choice vehicle model for

California, CARBITS, to estimate CA vehicle sales impacts fr'om ib
GHG Taiþipe Rule

CennmS estimates increases in vehicle sales in CA in the near-term

(rezulü accelerated fleet turnover) but declines in CA vehicles sales in

lrong-term (lost vehicle sales of 61,000 in 2020; vs.l?6'000 NERA)

By 2020, CARBITS estimates that lost vehicle sales leads to delayed

fleet turnover

Increase in criteria air pollutanb in out years from delayed fleet

tunnover (i.e., zÏZqis 2.5 tons/day; less than fi¡tl firel life cycle

benefits of the Rule

Office of Transportation and Air Quality
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ReboundEffect

Deflntflon: The rebound effect for vehicle fi¡el economy is
defined as the increase in vehicle üavel resulting from a
decrèase in the fi¡el cost per vehicle miles as a cõnsequence of
an increase in fircl economy

ncY lowers the effective cost of
reÉuhs in an increase in vehicle
constant)

; is, say, l07o, d SVrredrrction in
l a 0.596 increase in the nr¡mber
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Rçbound Effeet: CARB's APProach

¡ CARB used two tJpes of analysls tqevaluate the impact of the
proposed regulatións on rebound effect

Economic modeline OC Irvine study)

Travel demand modeling (Southern California Association of Governor's
(scAG)

L, Van Dender) is different from
that it allowedthe rebound effeot to
I ar.rd congestiori

Changes in incolñe important since Small and Vender assr¡nred CA real

incorríð;r"'iÃ 
"t-i.OÞðtce"t 

per yeff based on historical data

Small and Van Dendãr estimate ¡ebor¡nd effect of 3.08% in 2020+.

The final report appears to adjust this nr¡mber to 4.MYo: 
^.. The tavel demand modeling indicate a similar elasticity of \llvfÏ to

fuel cost of about 4%uo-2A2A
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NERA: RebormdEffect

NERA developed their o\nm study to calculats a California rebound

eflect of l7Yabased on California vehicle inqpection data from 1998 -
2003

¡fþn¡.. re-estimated the CARB-sponsored study on the rebor¡nd effect
by Small & Van Dender; NERA for¡nd the long-run rebound effect in
California to be 13%

The mqior difference between the NERA and the Small and Van

Dender-study uras the way nominal income r¡t¡as converted to real

income
. NERA tied to approximate state cost of living adjusffielts, but had

to msdify me¡oilolitan cost of living adjushents; Small and Van

Dender usø the-national consìtmer price index

Based on the differcnce in the income caloulation, lrlERA formd

that income v/as no lonþer stati
changes in the rebound effecu
from the model.
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Large difîenences between ARB and NERA/Sierra
estimates:

i\RB: upsteam emissions reductions outweigh

emission increase from rebound etc.

NERA: there are small upstream enrission

reductions, not large urougþ to offset rebound etc.

Though NERA cites "significant flaws" in the

ARB estimates, NERA's estimates largely

r¡ndocr¡me,nted

ARB estimates may be conservative

onty accounted for reductions ìn the üansportation

and distribution of fuel

GREET national nurnbers more in line u.ith ARB

Upstrearn Emissions Impacts

l6 Office of Transportation'and Air Qualíty



CARB Estimate of Change in Criteria Air
Pollution v¡ith GHG Rule in 2020

Criteria Pollutant in Tons Per DaY

Source: CARB, lnitial Statement of Reason, Table 12.4'1, p' 37

t Office of Transportation and Air Quality
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SummaryTable
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*sr-
CARB

Fleet
T\¡rnover

o $1000-$1300 cost
per vehicle
o accelerated fleet
turnover in near*

term; small delayed
fleet ü¡rnover in out
years (i.e., 2020)

' $3000-$4000 cost
per vehicle
r delayed fleet tr¡rnover
in near term; large
delayed fleet tugnover

in out years (i.e., 2020)

None
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6 tons/day reduction
inROGFNOx
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NERA/Sierra Report- Surrnrary of

Costs estimates are not clear - GHG v ZEV technolory costs are

commingled, inclusion of ZEV after 2011 is inappropriate, high
technolo-gy Costs are not supported and do not demonsüate that CARB

'costs estimates are unreasonable

Fleet Tbrnover - CARB makes reasonable estimates based on

synchroni zedprice increases and vehicle firel economy/performance

improverrrentq NERA/Sierra costs estimate issuès

Rebound - CARB estimates are very reasonable and well $'ithin range

of rmcertainty
Upsteam/l'{et Benefits - C,ARB estim ;

¡Unn¿,tSierra estimates do not clearly
CARB's calculations
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Compe[ing and Exüaordin WConditions -
Cfu\ Langaage and Key Issues

Section 209(b)(1XB) ...\Arhether "such SÞte lCelifornia] does not need

zuch State standards- [California] to mêet conrpelling and
extaordinary conditions.. "

Against \

. Need = whether CA couldbenefit from ifr own shndards (GHG not
localized pollutant)

. Meet: whether CA's GHG standards will redresVmitigate climate
change effects on compelling conditions

. Extaordinary: whether CA's conditions are occrrrring and are

suf'ficiently nnique fr,om other states
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grven std is
thattendto

Congressional history and EPA pracüce is to afford CA broad discretion on need

Minimizirig ozone problems fills the expanded definitionprovidedby the Alliance

Agatust
'Need" and 'Meef' should be distinguished:

. need = whetüer CA could beneñt (e.g. a¡e necessary) fiom its oum stds

. meet:whetherthestdsheþmitigatethscohditions 'l

When CA hâs an especially severe local air quality program (ozone) then a cqse Qr sgpara-te stds can
be made, focuses oir'ls¿cÍ Sfàte strndards" to suggbstã standard by standard analysis rather than
need fur whole emission program 

CA

not
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By industry arguing the "meef issue úrey are conceding that CA 'heeds" a

in 209(a) fails due to 1. In environnrental
nanowly consüued, and 2. It reads out the

historicaþ recognized rqle of CA as a pioneer and laboratory.

Alliance suggestion of a test of redrçssability is answered by: "A reduction in
domestic erñIssions would slow the pace of global emissions increases," and the

risk of catastophìc harm '\n¡ould be reduced to some extent...." Múlss u EPÅ.

Ozone and Science
. fh. Schneider and th. is projected to

increase the nr¡mber o South Coast and

San Joaquin ValleY
. Relatìvely small reduction in CO2 emissions is scientifically important

because of the nonlinear nafure of the climate system

. The lpCC 2007 4ü Assessment Report, Dr. Schneider, Hansen, and others

state the GHG emissions ar€ on trajectory that would liksly increase

tempenttres by at least 2 degrees Celsius
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.âgaìnst

- CA has not and can't show that GHG stds will
meet CARBis identified downsüeam C and E
overall
Alliance has provided extensive evidence that CA does not-dþute re the-GHG
;üid..dJi¿öpì"¿ even nationally or worldwide would not havè measr¡rable effect
on tenrPerature

il,:'
)wer
ge

Tto reqa¡dinq the "effectiven
cñteria i-s met CA need

egulatory actiou and the Probl
EPA is not to micromanage each CA standa¡d and polluhnt
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Exffaordinary Conditions - 1

For
. languag,e of sectio

that CA's pollutic
ry (citing 1984 PM I

ó

el.ta sal¡¡¡ater
inmrsion, agricultrrral imfacm, levee collapse and flooding'
wildfires, snow packs and melts

o Serious ozone levels witl be exacerbated - ozone long
recognized as aC and E condition
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Exüaordin W Conditions - 2

Against
*Exüaordinary" embodies a concept of uniqueness

Global warnring to not a C and E condition specific to CA
.1nique" effectuates the underlying pr¡rpose of the waiverprovision which

s/as to provide ÇA leeway to addr.ess the issue of lqcalized r¡rban air
pollution

EPA?s 1984 waiver re PM even acknowledges'trnique to CA"
requirement

CA's "laundry lisf' ofpotential impacts is the same as many or most

states

Impacts must be qualitatively or quantitatively exfreme
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Consistency \Mith 202(ù

Section 209(bXlXC) -

The Adminisüator shall .. .(srant the waiver unless he fmds).. ."such State standards
ana accompanying enforcenìént procedrues are not consistent with section 202(e) of
(üe Act). s

EPA has stated üat California's standards and accompanymg test prooedures are

inconsistent $'ith section 202 of the Act if: ,

to permit the development_of technology to meet those
consideration to the cost of compHlnce within that

ia test procedr¡res imnose inconslstent certificadon
rããi tõ mafe manufäcturcrs rmable to meet both sets of

eìehicle. (NOTE -- This is not an issue in this Vfaiver)
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É, How EPA Looks at Technological Feasibilþ 3
2

EPA in making consistency determinations
Corrt decisions applylng the sec. 202(a) lea
-t-^ l- ^-l-standards.

: NRDCv. EPA (DC CIR' 1981), Courtuph
effective for 1985 MY. Cor¡rt established

EPA \nrill have demonstated the r
prediotion (that stds are technolog

. . anss/ers any theoretical objectiot

' Identifies the major steps necesse
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How EPALooks atCost &,LeadTime
I.l
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. Four Areas of GHG Reduction Technologies

l) Engine, Driveüain and other vehiele modifications
2) Car Air Conditioning System modifìcations
3) Alternative Fuel Vehicles
4) Exhaust Catalyst Improvement . 

,

Tecþolog packages are "offthe shelf' and in many current vehicles.
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CARB I s Technological Feasibility Determination
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CARB ons in expgcteg cg$ts lt*oeh innovative design in
recent opment. (detailed in Appendix)'

, the CARB
at odds u¡ittt CARB

to comply with the MY
2011 sþndards andMY 2012 standards, respectively

Indusry also commented that CARB regulations will result in

More @uent powe.rtrain redesigns, and lourer economies f scale

Elimination or reshicted availability of some models

Comprunised vehicle performance
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Technological Feasibility Information from Comment Period

CARB submitted moÍË specific information on thc progrcss ofnt¡me_rous technologies --þoth as stand-

lfo".-tót"ãîògii;ànd ã5 comuinátions - SINCE fhe December 2005 request, (ddtailed in Appendix ).-
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CARB Rebuttal of Industry (7124107) -

Technological Feasibility Infonnation

o Indus@ offered only minimal discussion refirting CARB evidence

ptes*oi*d on state of technology and technology development.

o Near term Cornpliance Picture

CARB presented in itions)

showin! mmerclrn result

in comPliance in earlY Years:
. Honda - can comply thru MY 2010 and possibly iri 201 I W credits

. ñssan - can cornply with LDT2/\{DV std through 2011 and with PCILDTI

with model mìx shift
. V\lroA - can comply for 2009, aûd for 2010 w/ incremental changes

' Toyota - can comPlY through 201 I
. GM - conceded no compliance issues througþ 2010

. DCC - conceded no compliance issues through 2011
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CARB Rebuttal of Industry (7f24f07) -

Technological Feasibility Infornration - Cont' d

. Industry also misrepresented the Lead Time evidence:

S. Albu of CARB noted that most technologies are already developed and

not r€quire G7 Years of lead time

o Because substantial lead time remains to continue refining these

technologies, CARB clearly meeß the IVRDC le+d time test
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Altemative u'En dangetmenf'Argument Éz

Industry
s'ñnnoictcnnw u¡ilh 2ñ?fcìtr meâns AIJ, of 202(a) - Until E

find thnt ¡egrrl¡lnìl'tnut-n"gott-

cymus
mtilE

å GHG is a new pollutant and is distinguishable from other C
eudangermentñndingonthepollutant(versusoBD) - o
Methoats of controþrospect for effectiveness ìn CA could not form basis for federal conhol under 202(a) Í 

=
OTCalifornia

_ Consideration of factors otherthan tîTåH"îrrffji::
hadpóposed to wai'

EPA has gn¡rted waivcrs/autlrorizqtions BEFORE aone6p(
CI and Sl-standards)
This is consistent with intent of congress ttrat california bt
standards

EPA would need to find that GHG are NOT an endangermr
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Options Going Forward -page L

from a legal, technical, ffid waiver precedent

i; ff*itf,H'ä#Si' 
some or these options havc

. Opüon l. Grant - Opplnents of waiver have not met their br¡rdel; CARB enforces 2009
end'later model yerrs (MYs)

t I Partial Grant Options - Delay Model Year Implementation

MYs
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Options Going Fonmard -page?

. Opüon 4. AbeyencelReopen lVeiver dt Later Date - "Consistency u¡ith 20?(a)"
requircs EPA both mrke endangerment findlng end issue ñnal GHG rule for point-
by-potnt comparlson with CARB rule; EPA reopens wrlver comment pedod efter
ffnal federet rule; CARB not enforce presently
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