e

' MEETING
BEFORE THE

© 'CALIFORNIA AIR RESOURCES BOARD

HEARING ROOM
CALIFORNIA AIR RESOURCES BOARD
2020 L STREET

SACRAMENTO,”cALIFoRNiA

THURSDAY, JUNE 9, 1994

9:45 A. M.

Nadine J. Parks
Shorthand Reporter = = _.7nntl

. PETERS SHORTHAND REPORTING CORPORATION &: 70

3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA 95827 / (916) 3622345

PR




A

MEMBERS PRESENT
Jacqueline Schafer, .Chairwoman

© Brian Bilbray - |
‘Eugene Boston, M. D.
Joseph C. Calhoun
M. Patricia Hilligoss
- Lynne T. Edgerton
John Lagarias
" Jack C, Parnell
Barbara Riordan
Doug Vagim
Harriett Wieder

‘Staff:'

Jlm Boyd, Executive Officer '
Tom Cackette, Chief Deputy Executive Offlcer
Mike Scheible, Deputy Executive Officer
' Catherine Witherspoon, Assistant Executlve Offlcer

§ Mike Kenny, Chlef Counsel

Peter-Venturlnl, Chlef Stationary Source Division

Don Ames, Assistant Chlef SSD

Ron Friesen, Assistant Chlef, SSD

Dean Simeroth, Chief, Criteria Pollutants Branch, S8D

Bob Fletcher, Chief, Toxic Air Contaminant Control
Branch, S8SD

Tom Jennings, Staff Counsel

John Holmes, Ph.D., Chief, Research Division

Bob Barham, Assistant Chief, RD

Manjit Ahuja, Manager, Emissions Control Technology
Research Section, RD

Ralph Propper, Staff, Emissions Control Technology

Helene Margolis, Research Division

Anne Geraghty, Manager, Transportation Strategies Group

Elizabeth Miller, Staff, Transportation Strategies Group
Leslie Krinsk, Staff Counsel

//

/s Y

ii

S 7 [ " PETERS SHORTHAND REPORTING CORPORATION
T ' | 3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA. 95827/ (916) 3622345




.
.’)

Others Present:
Research;Screening Committee Members:

Harold Cota, Ph. D.

Jane Hall, Ph.D.

Alan Lloyd Ph.D.

0. Clifton Taylor, Ph.D.
‘Melvin Zeldin

Dr. John Peters.
USC School of Medicine
Patricia Hutchens, Board Secretary

Jude Lounsbury, Past Board . Secretary, Retlred
Wendy Pendleton, Secretary

Bill Valdez,. Admlnlstratlve Serv1ces Division

iii

PETERS SHORTHAND REPORTING CORPORAT TON: _

3336 BRADSHAW. ROAD, SUTTE: 240, SACRAMENTC, /CA . .95827 ! (916) 362-2345. 247




INDEZX

_Proceedlngs :

Call to Order and Roll Call |

'Agenda Ttems:

S54-6-1

94-6-2

Public Meeting to Consider an Update on
the Status of the Implementation of
California‘s Phase 2 Reformulated
Gasoline Regulations

Introductory Remarks by
Chairwoman Schafer

- 8taff Presentation:

Jim Boyd
Executlve Offlcer

.Dean Slmeroth

Chief
Criteria Pollutants Branch

Stationary Source Division

Questions/Conmments
PUBLIC COMMENTS:

Doug Youngblood
Texaco

Questions/Comments

Public Hearing to Consider. Amendments
to California Phase 2 Reformulated
Gasoline Regulations, Including
Amendments Providing for the Use of a
Predictive Model

'Introductory Remarks by

Chairman Schafer
gstaff Preséntation: -

Jim Boyd

'‘Executive Officer Comas o Ulficeay

PAGE -

24

25

29

39

40

iwv

" PETERS SHORTHAND REPORTINGEGORRQRATION;LEHJ
3336 BRADSHAW ROAD, SUTTE 240, SACRAMENTO, CA:95827 1(916)362:2345. 210, = 2 ¥




INDEX, continued. . . S . . . PAGE
AGENDA TTEMS:

94 6 2 Bob Fletcher
Chief, Toxic Alr Contamlnant Control

Branch - L
Stationary Source D1v151on & o C 44
Questions/Comments R - 59

PUBLIC COMMENTS:

Mike Kulakowskl _ S _ S
WSPA | . ' P ... 15

Questions/Comments =~ S s

Nancy Homeister - S

.Questions/Comments" I '  .84- ;

Jerry Horn ' ' ' : .
- Chevron USA Products Company" PR ' 86 .

Questions/Comments ' : 90 °

Alan Lippinéott
ARCO - 92

Questions/Comments _ 95

Dennis Lamb
Unocal ; 97

Questions/Comments : 109

Doug Youngblood :
Texaco 11z

Chuck Morgan
Mobil 0il 117

Questions/Comments , 121

Tom Elzember

Exxon 123

]
1

" _PETERS: SHORTHAND REPORTING CORPORATION: REW: K
" 3336.BRADSHAWRGAD, SUITE 240, SACRAMENTO, CA 95827 / (916) 362-2345 _




.\_./'

D ERTE G €21

- INDEX, continued.

' AGENDA ITEMS:
Exston
TOSCO

Don Ames

Luncheon Recess

Afternoon Session

Report:
Research:

Jim Boyd

" Duane Bordvick

Assistant- Chlef
'Statlonary Source’ DlVlSlon

Dr. Alan Lloyd
Acting Chairman
Research Screening Committee

Michael Bird, Ph.D.

Questions/Comments

Executive Officer

94-6-2  Questions/Comments

-C1081ng Comments by Mr..

Introductory Remarks by
Chairwoman Schafer

Summary of Written Comments and '
Entry’ 1nto Record by '

Boyd

.ClDSlng of Record to Awalt Notlce
of 15-day Comment Period -

94-6-3 Public Meeting to Consider a Draft
: "Planned Air Pollution

1994 Update," and Joint

‘ Meetlng of the Research Screening

Committee and Air Resources Board

vi

PAGE
130

134

137

L1411

- 146

148
148

149

149

150

154

PETERS SHORTHAND REPORTING.; CORPORATION
;3336 BRADSHAW. ROAD, $UITE 240, SACRAMENTG; CA ' 95827./(916) 362-2345

P T




10

11

12

13
14
15
16
17
18
19
20
21
22

23

.24

B o1 i

| 39
‘MR. LhGARIAS: I’m not sure ofstheﬁ. |
(Laughher.) .

SUPERVISOR BILBRAY: It’‘s a lot easier on your .
plumbing.-s . | | |

. CHATRWOMAN SCHAFER: Are there any other guestions

for the staff on thls presentatlon at thlS time?

If not, I thank you very much

At this p01nt,-1f there are any written

snbmissions‘associated with this item, I would invite the

staff to summarize,those for those individuals_who'might'not'
have been able to testlfy on thlS
'MR. BOYD: There were no wrltten comments

' CHAIRWOMAN SCHAFER;.'No-written,,okay. Mr. Boyd,

does the staff have further comments on this 1tem7

MR. BOYD: No,VMadam Chair. I belleve that
concludes thlS item.
CHAIRWOMAN SCHAFER: Okay. The second agenda item

this morning -- and the staff is free at thishpoint, while

I'm talking, to change places to do this -- is Item Number

94-6-2. I’d like to take this occasion to remind those of
you in the audience who would like to testify on this item
to please sign np with the Board Secretary.

| The second item this morning is, as I mentioned,

94-66-2, a public'heérihgwto~bonsider'amendments to the

Callfornla Phase zmreformulatedugasollne regulationmssd casnceling

"PETERS 'SHORTHAND REPORTING: CORPORATION:
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including.amendments providing for the use of.a‘predictive
i _ : o . .

'-InVaddition,-as wae-discussed in aasociation.with
the previous.item} the etaff hae proposed‘several other

modifications to the'regulations that will facilitate the

~ implementation.

Today s proposal is an lmportant part of our ..
continuing effort to ‘ensure a smooth tran81tlon from
conventlonal gasollne +to reformulated gasollne These
amendments will pr0v1de addltlonal flex1b111ty to

Callfornla s refiners in the productlon of reformulated

gasollne w1th no loss in env1ronmental beneflts

Today s proposal appears to be a win-win s;tuatlon-
and was produced, I understand, through an extremely
cooperative work effort between the Board staff and the
1ndustry experts

At this point, Mr. Boyd, if the staff is prepared
to discuss this item, I‘d like you to introduce it and begin
the staff preeentation,

MR. BOYD: Thank you, Madam Chairwoman.

I/11 just start out by providing you some
background on the amendments thatrare before you, and then
Bob Fletcher of the Stationary Source Division will present

to youftheldetailedwpresentationwleadimgwupwtoﬂﬁhe@ioau
: ] :
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Of course, as discussed in the very last item, the
Board indeed did approve the reformulated gasoline -

regulatioﬁs in November of 1991, and these regulatiens, of -

- course, established the vér?fcomprehensive set of 7

,Specifications for gasoline.tﬁat we have discussed and-
ﬂestablished the performande.standard conéept.

During_the devélopmént of these feformuléted
gasoline regﬁlations, prbducers of.gasoline re@uestéd.that..
the‘iRB develép a sb-called;.qﬁ§te, ﬁpredicﬁive model,".end
_qubte,'that éould'bé used to_ééfablish'equivalént}
.féformulated gasoliﬁé-fofmﬁlations. 5 |
: Thé staff and the'Board-recognized the merits of
this.suggestion and cbmmitted to develop‘a predictive médel
subsequent to the close of that November, ‘91 public
hearing. And, as ﬁhe Chairwoman indicated, since that time,
we have worked closely and cooperatively with
representatives of.the'oil industry and, most specifically,
their organization, the Western States Petroleum
Association, to indeed develop this predictive model.

We conducted, in the course of this work, four
public workshops, have held innumerable individual meetings
with representatives from both the auto and oil industries.

The development of the model has involved very

i
t
i

=l 5 e

s#complex statistical analyses.of.a.very-extensive databasesof uisns:

it
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1 .qulte extensive and helpful database for.us to have. |

2 ..We ve evaluated, in effect, really a number of

3| different models before coming up to our recemmended-

4 apptoach and have ﬁade'numerous'medifications to the same

5 rprlor to presentlng ‘this model to you today |

61 o Based on this contlnuous arnd contlnulng evaluatlon

7 of the'model, and based on even more recent discuss10ns,-

8 'ongoing.discussions with the represeﬁtatives df the

9| 1ndustrles I mentloned we are even today prop051ng several

10 |- addltlonal modlflcatlons to the model whlch the staff Wlll-”

11 enumerate in thelr presentatLon;‘ o

12 | " Throughout all of this.proeess},we have again, as’

U 13. I say, greatlyAappreciated the cOmﬁents made by the industry
14 ,representatives. And, again, I would like to tﬁank them for
15 their efforts. There were major decision points in this
16 | process that involved both werand the o0il industry. Cne of
17 the major concerns, of course, has been and is timeliness‘—-
18 the sooner the better is always'the case in an effort like
i9 this. The sooner the tool was developed, the sooner the
20 refiners could use it; and the sooner they would have major
21 answers to questions that could affect capital decisions as
22 well as eventually will affect, we think, the cost of

23 producing the fuel and, thus, the price to the consumers.

}aQAnd@Iﬁm;haépy to say that -~- almost withouwbszsiie. deas

H

Y 25iPtrexeeption ~- thHerextwas consensus onxadlkl ctherdecision:ipointsil
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28 | thewaddd-tional flexibiﬁityat@ﬁprodudenégof gasoline, wesdis

one of which was to continue to work to refine the model and :

have a model everyone agreed with rather than worry about

the 1n1tlal deadllne that was establlshed wrthout knowledge-

of what thlS issue was that ‘we were getting 1nto There was

almost unanimous agreement that, at that point in'time,,the‘

tmodel needed to be developed even more exten51vely to be

satlsfactory for everyone s con51deratlon, 50 that the
"time" de0151on was made; i.e. put more tlme 1nto thlS
And T must say that there were a lot of demands on

the 011 lndustry durlng this- perlod of tlme _ Because whlle

we were developlng Callfornla reformulated gasollne and our -
' predlctlve model the Federal Government is promulgatlng

federal reformulated gasollne regulatlons, and also wantlng

to develop their own model. And they had a very short time
line and resources -- particularly the oil‘oompanies' ~- was
devoted to that for a while. So, we had a little hiatus
there.

So, there were only so many people that oould do
so much work, and it affected both parties. But I'm very
pleased with the outcome that we bring before you today.
And, as i say, this is extremely dynamic. We’re changing it
virtually as we’re bringing it to you with, we believe, the
consensus of the industry.
;arng_:n-.The.amendmentstrhatQWeﬁareﬁproppsing.do provide

i

i
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believe, without sacrificing at all the emissions benefits

that we’re striving for or the enforoeability of the

regulatlons that are naturally a key lngredlent to the
crlterla that we, as regulators, must use 1n deallng with

regulations.

.So, I thlnk it’s a win-win situation for all. The

addltlonal flex1b111ty, as I sald before, will allow

producers to make, we belleve, more gasollne at hopefully -~

lower cost. We expect, in turn, this will lower the

"eXpected cost to consumers and, of_course, the additional

volume Will help to ensure production of gasoline-in
guantities necessary to meet the demand. o

With that lntroductlon,,now, I'd like to turn the
presentation over to BobrFletcher, a member of the
Stationary Source Division, to present our staff proposal
regarding the amendments to the regulations. Bob?

MR. FLETCHER: Thank you, Mr. Boyd. -Good morning.

CHAIRWOMAN SCHAFER: Bob, is your mike on?

MR. FLETCHER: Good morning, Chairwoman Schafer --

CHAIRWOMAN SCHAFER: That’s better.

MR. FLETCHER: I‘ve got it now, I think -- and
members of the Board.

Before I begin my presentation, I’d just like to

acknowledge. one .of: my key.;statfipecple :thaty lsﬁnot&herel_l;;:a

T.
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_1' .development of thlS And.for the.last three weeks, he’s nad
2 the fortune, or mlsfortune, of belng on jury duty 'Sor he |
_‘3 -has worked for the last six months very dlllgentlydon:this
é"'and.is going to miss the climax. So, I wanted to |

5 | acknowledge his efforts in this process.
6 - My presentetion today ﬁill provide an overview of
7 | our proposed.amendments. 1711 begin by.discussing'the,
é' purpocse of‘the amendments,‘followed-by e discussion_Of the
-9 publlc process we used to develop the amendments |

_10 i' _ 1711 send dlscuss in more detall the Callfornla
11 -predlctlve model and the other amendments we are prop081ng
12 ] S Next, 1711 ldentlfy and dlscuss the 1mpacts,
13 identify our proposed modlfloatlon, and then summarize and
14 present you our recommendation.
15 '~ We are proposing two sets of amendments today.
i6 First, we are proposing to add an option to the Phase 2
17 regulations to allow the use of a predictive model to
18 evaluate and approve alternative Phase 2 gasoline
19 | formulations.
20 Second, we are proposing several -- proposing to
21 modify several sections of the Phase 2.regulations to
22 facilitate the implementation of the regulations.
23 The proposed amendments are designed to provide

i o 24 hiadditional flexibility without sacrificing.either.ithe...

5.l -enyironmental benefitssorithe remforceability.of the

BN e Pt b e o ST AR e Wi e i
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‘regulations. By allowing‘refine:s to optimize their

refinery:operations-through'the use of a pfedictive model,
_the proposed amendments should result in a lower cost to
iproduce gasollne and an 1ncreased supply of gasollne

By allow1ng distributors and marketers a small

amount of time to meet the Phase 2 limits, we expect to ease

the transition to Phase-z oasoliﬁe; And by_improving'the
record keepiné end:feporting requiremenﬁs, the'proposed
emendmente should make it easier to comply wiﬁhxthe‘Phaee 2
regulatlons | | |

And the net effect of thls is to == we hope -- to.

A lower the cost to produce gasollne and to help ensure that

there’s an adequate supply of gasoline avallable

" As Mr. Boyd mentioned, we developed the proposed
California predictive model and the other amendments through
an extensive public process. This process began with our

commitment at the November, 91 hearing to develop a

-predictive model by the spring of ’92. Oops, I'm ahead of

myself here.
However, we soon recognized that no off-the-shelf
model could be used. In addition, several critical studies

were ongoing and were not expected to be available until

1993. We also recognized that there were a number of

- complexsigsues that: mistibe addressed if we were, tomeohbaimza i v

L modelEthat would neetiindistry needs, yetwstilldiretadnugiio i vt

L o S inmrn e e e e £ e T P e T
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1 enforceabili£y and flexibility —- enforéeability.and_
2 UIenvironmental benéfits ﬁhat we desire. |
3 - - Cons'equently,' we reached a .generai Cons_ehnsus with
4 | the Western States Petféleum Aésoéiationvthat wé should -
5 cOntinﬁe to coopetatively Work'on the model and intégraté in
6 | the new studies as they became available.
7| _ | 'As'Mr. Boyd ﬁéntiqned, over the last several
8 | years, wé'have had an active.publiC'parficipation in the-
é development of the california predictiVé model and £he other
.10 | amendménts... | | | o
- 11 | We_have had several WorkshoPs and'have met

12 | extensively With new WSfA subéommiftees,:one for the

13 predictiVe model”gnd oﬁe fof implementation issues. .

14 | In addition, we have had numerous individual
15 meetings and discuséions with industry representatives. .As
16 a result of these interactions, We believe thét we have
i? _ reéched a general consensus on virtually every majpr issue
18 raised during the development procesé.,
19 I‘d first like to talk a little bit about the
20 California predictive model, and then I’1ll talk about the
21 other amendments.
22 The California predictive model is used to
23 determine how the change in fuel properties affect change in

24 emissions.: In. form,. itsissassetzofi.threeeqiations, one

N
i fo ks

| . . :
aﬁééth;inrwﬁydrpcarbﬁnlrax&dgSgoiﬁgiﬁﬁmgen%nandﬁwhat we referyums
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to as potency weighted toxics.

There are four toxics considered in this potency-

'_weighted equation -- benzene, .'1,3-butadiene, formaldehyde,

and-acetaidehyde; These are the four toxiés that_Wé
typically associate with exhaust_and evap emissiéns from
motor vehlcles _ 7

| CHATRWOMAN SCHAFER: Excuse me, Mr. Fletcher.
Would Ydﬁ please repeat those four? |

'MR. FLETCHER: Certainly. Benzene, 1,3-butadiene,

- formaldehyde, and acetaldehyde,

CHAIRWOMAN SCHAFER: Thank ydu.

:VMR. FLETCHER: The predlctlve model is de81gned to
provide addi?ional flexiblllty to. refiners in produc1ng
gasoline. As such, it should allow refiners to optimize
their individual refiﬁery configurations to produce the
desired amount of gasoline at the least cost.

The following series of slides will provide a
simple example of how a refiner may use the predictive model
to take advantage of an individual refinery configuration.

To begin the example, I’'d like to first brlefly
review the Phase 2 specifications and properties.

This slide lists the eight fuel properties and the
values of the flat, averaging, and cap limits as defined in

the Phase 2 regulatlonaﬂﬂ SR e AT e e TR

) oo mesd e o AL TE e
R e R SANMELEES S, EILEIMEAOD NS SN SR S

S fﬁ reflnerjmow may:: choose;tm meet. eithar ity
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limit, which applies to each galion of gasoline sold, drlan
.'averaging.limit. :The,averaging 1imit'must‘be met ovér.a
plus or minus 90-day averaging period.
| The réfinefs.have the flexibility to choose a flat
limit for one property -- éay sulfur -- and an averaging
limit for another -- say aromatié hYdroéarbdhs.

In no case may a refiner exceed the cap limit.

As you can see on this‘slidé, the two highlighted
prbperties reflect a simple examplé.of how é_refiner may use
a Predictive model. 1In this exaﬁple{ffhe refiner‘wants to -
take‘adﬁantage of their~capabi1ity to produce low-sulfur
fuels 5y.producing;a 5 ppm sulfur %H“bﬁ‘meeting as Syl
sulfur limit instead of - as opposed to the Phase 2
averaging linmit of 30 ppm. ‘So,.you can see in that second
and third column there, under "Alternative Phase 2 RFG,"
there is a 5 there. It’s a little hard to read. And then
thé Phase 2 specification is 30.

| 80, they’re choosing to lower their sulfur
content. And, in general, the-equations show that reducing
the sulfur content of the fuel will reduce the emissions of
all of the three criteria —-- the potency-weighted toxics,
the oxides of nitrogen, and the hydrocarbons.

And, in turn, the refiner is then going te choose

AR R DN

;togincreage‘the_averaging limit for the-90:percent:.. .o

SEE229BNG

— R B E A — =T T
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degrees (sic). So that they’re lowering sulfur; in
exchange, they're increaéing the T90.

So, that’s kind of'a'simple example of how we

would. expect this model to work. We don't expéct there to

[

be large changes in the propertiesrand the refiners always

have to operate within the cap limit. In no case can they’

ever propose a fuel'property that Would’éxceed the cap

limik.

The next few slides discuss some of the key

elements of the predictiﬁe model. These includefthe

development of thé database and a discussion of the

statistical approach we use to-ahaiyze the data in the

- database.

Dﬁring the development process, we identified and
resolved a number of technical and other issues. As I
mentioned, we have reached a consensus with the WSPA working
group on virtually all of these issues and we will highlight
these major areas of consensus. Finally, we will discuss
several issues that some individual refiners may raise.

For the California predictive model, we’ve
assembled an extremely large database of emission tests.
The ‘data were obtained from 20 individual studies designed
to conduct -- or conducted to investigéte the effect that a

change in .fuel: properties.mgy have on emissions.

i
z

YU T UPETERY -SHORTHAND REPORTANG. CORPORATION
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1 'lndlv1dual vehicle tests and it represents about $50 mllllon
2 | 1n em1881on test costs. Most of the vehlcle +tests were done”
3| on vehlcles newer than 1984 therefore, we only c0n81dered
4 these vehlcles in developlng the predlctlve model.
-5 | :. ' The procedure we used to develop the California

6 predlctlve model ‘1s a standard statistical approach that is

7 part of the SAS Instltute g computer programming package.

8 We used this approach because we belleve that it represen*s
9 : the most scientifically defensible analysis of the data, We
10 | - are hothpiannihg‘on presenting a detailed:discussion of the

11 technical details on this approach; however, we do have

12 | steve Brisby and Kevin Cleary'of-our'staff‘and Dr. David.
v 13" Rocke;'our statistical conSultant'from"the Uhiversity-of
14 VCalifornia atrDavis, here to answer any technical questions
15 you ﬁay have about that approach.
16 I'd like to mention that the final version of our
17 | california predictive model does represent a number of
18 different versions. 1In fact, we tend to call the latest
19 version of the California predictive model the CARB 8
20 version, which indicates that that’s the eighth major
21 revision of the model that we’ve gone through in developing
22 this final proposal; |
23 We did analyze some alternatives to the California
24 | predictive model..- We analyzed‘a dlfferent approach?at the

L 2En T regliest . of ‘WSPA7;. Whlchdweﬂrefer“towas”a Hybrids apprﬂach ' At
g
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| 1. And theﬁ we also analyzéd the US EPA compiex'ﬁodélfthat is
 2 par£ of their refofmulated'gasoiine‘regulations.

3 : S However,_we-didn’t select any of these'other -

4 rapproaéhes; .In general, wé fouhd.tﬁé other approaéhés use
5 dssumptions aﬁd methods that we did not think were .

6 scientificélly_justifiable, and believe'that our ﬁethod does
7 -represenf the bestijustified ap§roach.to_developing'the

B modgl. |

9 '.waéver;-the analysis of these 6¥her alterﬁétive
 _'10' models did-lead tOfsdme'mbdifications and some of.thé

11 : changes.that we uitimateiy made in our California predictiﬁe
12 .'mddélf énd we felt that it.waé‘a very worthwhile exercise to
V. 13| go through and look at these other approaches. |

T 14 As I mentioned, we héve reached consensus‘in a

15 number of these major issues. The development process was
16 an iterative process and, you know, through the workshops

17 and méetings, the number of issues regarding the

i8 construction, performance, and implementation of the model
19 were raised.  As Mr. Boyd mentioned, we’ve had an excellent
20 working relationship with the cil industry and the auto

21 industry in the'develoﬁment of these models, and we have

22 been able to reach consensus on virtually every major issue.
23 Relative to the data base, we have reachsd a

c:.consensus on the data thatrsheuld:betincluded- in: thesicl o

25 database andf_simﬁ&aﬁlyigkhb&dataiﬁhat@shbu&d;beiExs&@ded@m

i

[P
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1 from the database, the use of data from only post 1984,

2  excludlng the ozone- formlng potential as a required crlterla

3 for acceptance, and the treatment'of data from high-emitting

4 | vehicles. | |

5  _ Relatiﬁe té tﬁe statistical analysis, we have

6 | reached a consénsus with_WSPA:on the Statistical ap?roach

7 | that we believe is the most scientifically defensible, while

8 still providing the necéSsary'fleXibility to the industry.

g _ Relative to the other areaé, we have reaéhéd a
10 consensus with WSPA to exclude a requirementlﬁo assess an
11 altefnative fuel’s impact on carbon monoiide,.primarilj

C12 'because we eXpect other programs to be effective in reduc1ng
13 carbon monoxide emissions, and we expect the State to be in
14 attainment -- most of the State to be in attainment in the
15 near futuré.

16 _ We have also reached consensus on the frequency

17 with which the refiners may use the model and allowing the
18 refiners to use the model throughout the year.

19 Alﬁhough we came‘to agreement with industry on the
20 most important issues, there were a few other issues that

21 | were raised that we are not incorporating into the

22 predictive model. The current model does not allow the RVP
23 to vary. Several refiners have reqﬁested we consider

g w24 bproviding.alinited range in the predictive model:for.sthe .

25+ 6 RVBmi+ Bor . examplerfthe RVP could:besyaried:dowmito. 648 psiuay

f 5
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1| We are not prbposing to- allow the RVP to vary from the
2 present.requirement of 7.Q for several.reasons; |
3| One, the low RVP database is not aS robu$t as tﬁe_
4 :other.fuel.ﬁropertieé} thérefore,-ﬁe héve-somewhat less
5 confidence"in these RVP respoﬁses., A fixed RVP value limits
'6 the-effects of thesé responses. Second, we are not
7_ cdnvinced.ﬁhét there will be ahyrdriveability of safety
8 problems associated with the use of iower RVP fuels. We do
g _undefsﬁand that the American Petroieum Institute ié
-10' iﬁvestigatiné the safety issue and expected to complete’
11 their work later this yeér.
12 We are a1so ndt propbsing to include a special'
13 predictive mbdel that could be used byrsmaii réfiners. Aé
14 you know, the small refiners do not have to‘meet some of the
15 specifications in the first two years of the regulations.
16 At this time, we do not believe that there is a fair and
17 equitable way to establish the small refiners’ baseline
18 properties, which would be the critical requiremeht in
19 developing a.speciél model for the small refiners.
20 Finally, several refiners have requested that we
21 allow a limited averaging option for the first year of the
22 regulation. This would inveolve the change in the RVP cap.
23 In this hearing, we cannot make a change to the RVP
,~fw,24$f§specification as-ﬁh@ﬁﬁéﬁﬁiﬁ@ﬂnﬁﬁiﬁé&d@és not indicate that
#2850 et sewd LT be- con Sldefed‘Weﬁref however , working wiith Elbrs

= e YR YR S 8 AR 1%

7 PETERS SHORTHAND REPCRTINGCORPORATTON®
" "3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA 95827 / (916) 36223457

s e s i e




14

15

16

17

18

19

20

21

22

23

24

25.]

55
indﬁétry —- the refiners'and the pipeline operators —- to
investigate options to improve therfiexibility in mééting
the RVP_specificatiohs. |

In additiqn to the predidtive.model, we aré

proposing to make Sevéral.other changes to the Phase 2

regulatioﬁ. The purpbse of these amendments is to ease the

transition to Phase 2 gasoliné and to provide additional
flexibility relative to the record keeping and reporting
requirements.

We are proposing that the Board modify the dates

when various gasoline distribution facilities must .comply

with‘the éap limits in the Phase 2 regulafions.'

Currently, thé Phase-zlrégulation*requires'thatl‘
all gasoline leaving the refineries must meet the flat and
averaging limits on March 1st. All fuel leaving the
terminals, bulk plants, aﬁd service stations -- as
represented by the yellow arrows on that slide -- nmust meet
the specifications on April 1st, 1996.

We are proposing a change that would require ail
gésoline leaving the terminals -- as represented by the
yvellow arrows there -- to meet the Specifications on April
15th, an increase of about two weeks.

| In addition, we are proposing a change that would

allow gasoline leaving tthe bulkiplants:and theusermide wi

tEtations to.complyiistartingaduirer-lstyraln extension wofialiout;.

i
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_1 two mcnthsr And that's-representediby the sort_cf pnrple

2 arrows.- | |
-3  We believe that these changes will ease the
4 'initial transition tc Phase 2 gaeoline.and represent a more
5.1 natural.turnover of the inventories
"6 - We are also proposing four additional minor
7 'amendments - These amendments address the frequency that a

8 -refiner may selecdt the various ccmpliance options -~ .the

9 .flelelllty to report estimated volumes of fuel in the

10 | averaging option, the record keeping requirements related tot
11 rlthe sale of fuel’ at.outwof-state terminals, and the number
i12 of Significant'figuresJreported for the aromatic hydrocarbon
13 limits. |
14 We do not believe there will be any significant
15 increase in emissions due to the use of the predictive
16 model. As for the other amendments, very small increases in
17 emissions could result during the phase-in periocd. However,
18 we believe this increase will be insignificant, since all
19 gasoline leaving the refineries will have to meet the Phase
20 2 gasoline limits beginning March 1, 1996.
21 To the extent that the predictive model reduces
22 operating costs, the cost to businesses and consumers should

23 be reduced.

Since the release of: the staffi.report. and:theé s« =

Lo 2B Prdposed amendmentsmﬁwegmaye&mbntinuédzip;workiﬂithwWSEA&andhv”f’“ﬁ*
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1 'others in assessing the'pronosed'amendments. As a result,
2 we have identified several additicnal areas that we believe
3 will lmprove the predlctlve model and the ablllty of the
4 reflners to routinely comply with the Phase 2 regulatlon
5 ' - I'd p01nt out that thermodlflcatlons that we’re
6 | going to be making are essentially all at the request of the
7 - industry.. o o
8 ‘ ' Consequently, we are proposing several amendments
9 1 -In our orlglnal proposal for the predlctlve model, we
10 1ncluded a term for each of the Phase 2 fuel propertles in
11 the equations. We are now prop051ng £o include only the
1z ISlgnlflcant term in the tOXlCS equatlons This will tend to
S 13 simplify the number of terms in the equations without maklng
- 14 any substantial change in the results. |
15 We are also proposing to adjust the hydrocarbon
16 equation to account for the lack of data at low values of
17 750 and T90. We believe that these modifications will
18 simplify the equation somewhat without significantly
19 ‘affecting the results.
20 We are proposing to allow the refiners some
21 additional flexibility with the averaging option in the
22 first two years of the regulation. Basically, a producer
23 would be allowed three extensiens on the 90-day averaging'

S e 240 periodi as year up todlo rdays for each extension.  We.bslieve il

el 2B thlstflex1blllty lsfappxbprlate during the’ penlod,sfntlme SR R
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1 that the refiners are 1earning how to blend the fuel to
2 simultaneously meet all of the Phase 2 specifioations.
3 o We are. also proposing a minor amendment not shown
4 on the sllde that would extend a reflner s ablllty to enter
5 into enforcement protocols concerning the notification
6. requrements of the predlctlve model. This amendment,
.7 .essentlally extends the flex1blllty they have under the
8 ex1st1ng averaglng optlon to the averaglng option under the
9 | predlctlve model. U B
10 |- ' In summary,’ the proposed amendments are de81gned
11 to provide additional flexibility to gasollne producers;
12' distributors;:and marketere- We expect this edditionaL_t
.13 flexibility will allow produoers'to produce'more gaeoline at
14 a lower cost. This should lower the expected cost to-
15 consumers and help to ensure that the producers are ready to
16 produce Phase 2 fuel on time and in sufficient quantities.
17 : rWhen developing these‘amendments, we were careful
18 to preserve the environmental benefits of the Phase 2
19 regulations without sacrificing the enforceability of the
20 regulations. |
21 Finally, the proposed amendments represent a
22 consensus with WSPA on virtually all major issues.
23 ‘ To end the presentation, we recommend that the

24 -+ .Board adopt our proposediamendments.to: the Phase 2

-fn-ag;;;nggulatipn%;with;Qﬁﬁ;@Eepqeéﬁﬁmeﬁiﬁrﬁétiensgnre
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" Thank you.

' CHATRWOMAN SCHAFER: Thank you very much, Mr.

_Fletcher;

‘At this point;:l’d like +to invite nembers of the

Board to address questions, if they have them, to.the staff

concerning this modification to our regulation.

'Yes, Mr. Calhoun.

MR. CALHOUN: Bob, you mentioned the fact that one

of your additional amendments that'has been-proposed

coﬁcerns simplifying,the HC and'Nox iﬁtegratihg. would you
care to elaborate on that a little more? |

MR. FLETCHER: Certalnly; In the development of
the equatione, you end upﬁgenerating curves. and we-call
them tsmiles" and "frowns," because essentially you end up
with a response that, as the value increases, you get a
response that tends to curve up at the lower end. And the
data that is available to develop the model tends to be
concentrated more on the upper end of the data than the
lower end of the data.

So, what we have essentially done is taken --
taken a statistical appreach that tends to look at where the
minimum in this curve cccurs and then linearize that.

So, for instance, at T50, that linearization
occurs at about 180 degrees 80, instead of.sh@winqjan‘;é

1ncrease ln hydrocarbon emlssmons atrlow levels of:maa,k

I
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1| which ﬁe_ddﬁ't believe the data iﬁ that range show, we |
2| essentially just flatten the responsep Aﬁd, so; Wefve:doﬁé
3 'that'for_TSO[iwe've done that'for_TQO, ahd then we've done
4 _thaﬁ.for oxygén. - |

5 _ We.have a couple of charts that we could show_you
6 that would help clafify.

7 MR. CALHOUN: Yeah, I-guess'Ifd like to see that.
.8 - ' MR. FLETCHER: " Okay. What'you will see is the.
9._ results of the -- what we call the comﬁoéite‘model."And.it
10 | will show thé effect of varying TSO‘aS the.fﬁnction of the
11 percent-change in VOC emissions.

12 : - So you can sort of see there is a line there that
13 curves ﬁp at abéﬁt the 180 degree rahge; The data that we
14 | have is generally in about 175 up to 220. The current

15 average gasoline for California is about 210 degrees for

16 T50. So that, és we go down to these lower levels of T50,
17 we find that there’s not as much data; that the data do

18 justify thié curvature in ‘the upper énd of the curve. But
19 because it’s a squared term, you naturall? get a parabola.
20 So, what we’re doing is going in and -- as this -- since

21 | this is a composite, you don’t see a straight line going

22 over from the 180, because it includes the effects of a

23 different class of vehicles.

piag s But it does take away that curvature: at dthe topuw.. (el

& s Itdsiwhat we call linearizatign: Andsit /& an-extrapolation .| "4
f : . . Y -
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technique that EPA has also used in parts of their complex

'model. This is -- as I mentioned, when we were doing the

analys;s of the different alternatlve models, there were a
couple technlques that we came up w1th that we thought were
appropriate to apply into the California predictive mocel.
This is cone of'them; -

MR. CALHOUN: I think Mr.»Boyd mentioned during
his preeentatien that we expect to get the same overall
‘em1551on benefit by the use of the predlctlve model that you
would get if we were not u51ng 1t Does our confldence.
level change as a result of these changes we're maklng new
in terms of the emission beneflts‘P

MR. FLETCEER: No, not at all.. T think that what,
you know, if you see that we’re -- we would be tending to
show an increase in hydrocarbon emissions here that we don’t
think is reflective of what would happen if an actual tuel
were blended. I mean, these are pretty low levels of T50 to
begin with, and there’s not a high probability that there’ll
be a lot of fuels blended in the 170 to 160 degree range to
begin with.

But even if they were, we would expect that we

would see either flat or slightly lower -— we would see

slightly greater emission benefits as we went down. So,

. PETERS SHORTHAND REPORTING :CORPORATION
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MR. CALHOUN: I have andther guestion relative to
+the driveability, but I’11 wait until after we hear some of
-the industh’s testimony to bring that up.
MR. FLETCHER: Okay. |
CHAIRWOMAN_SCHAFER: Qkay. Thank'you.
MR. LAGARIAS: Madam Chair?

CHATRWOMAN SCHAFER: Yes, Mr.'Lagarias.'

MR. LAGARTIAS: Mr. Fletcher, in your discussion of

the amendments, you referred to the aﬁendments as loweriﬂg
the cést to préduce gasoline.’ Yéufre not meaning to
indicate that the cost of reformulated gasoline will be less
egpensivé thaﬁ our current gasoline, but rather fhaﬁ the -
projécted inCrease.in the cost will not be as great és vou
originally thought; is this correct?

MR. FLETCHER: That’s exactly correct.

MR. LAGARIAS: Thank you. Have you made a
comparison of the predictive model that you've developed
with the hybrid model and the EPA complex model to see how
they compare in assessment of the results?

MR. FLETCHER: We have. We’ve looked at a couple
different ways to make that comparison. For the comparison
between the EPA —-- or between the hybrid approach and the
California predictive model, it’s fairly straightforward,

because¢you'can;take,ourwbasal%ne;PhasexEAfﬂekmaﬁdﬁﬁﬁmpare

'gﬁmhaﬁ;t@;a-Phase;zifuelﬁ;aﬁdtthenIlaokaaxgwhétqthh:pérﬁent

1
i
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difference is for hydrocarbons, Nox, and potency-weighted
toxics.

When we do that, we find that there are

differences in the responses, as you would expect, because

the approaches differ. But we also found that the

differences are not. substantially different. One may

_ predict a 10 percent increase in the —- or 10 percent

- decrease in hydrocarbons from Phase 1 to Phase 2 fuels. The

hybrid approach may predict 8‘percent. So, we got a lot of
comfort from the fact that those two models'were predicting

roughly the.same on the Phase 1 to Phase 2 fuels. _When_you

lock at the EPA complex model, it’s a littie more difficult, |

because the'fundamental basis of that model is:different
than our two.

S0, yvou have to go through and you have to figure
out what a fuel would be that would pass EPA’s complex model

and then insert that fuel into our model to draw the

‘comparisons. But even when we did that, we found that those

models still were pretty close.
So, that’s one simple approcach. Wwhen you loock at
a more complex approach, where you actually try to predict

the results of tests that have been done already with the

three models to see how well they compare, what we found is

A LA T PETERS SHORTHAND REPORTING!:CORPORATIOND: i
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~hybrid or the EPA complex model.

rAﬁd the difference --— fhere are_séme fundémental
differences in the hybrid approach and the EPA cohpleX 
approach rélatiﬁé.to how they handle; statistically, the
data. And that, I think, is accounting fbf one of the

differences.

The EPA complex model is also based on a different

‘database than ours. It includes about 25 percent fewer data

points than_ﬁhe ARB'compleX model. So, that would also bé
one of the differences between thé:EPA compiex modei and éur
model. | | |

| The other thing I was going to menﬁion'about the
hybrid model éﬁd-the EPA complex modélvis they both tend to
preexclude terms that we believe may be statisticaliy
significant; And they’ve done that based on what they
consider to be an engineering judgment that the studies that
have been done don’t justify including those terms. And
we’ve taken the approach that we believe that we ought to
let the data say which terms arelsignificant. So, we've
included thosé terms and then let the model work to decide
which terms are significant. So the fact that there are
some terms in our model that aren’t in either of those two

models I think also accounts for these ~- these differences

ioincthe medels. oo

< - MR. LAGARIAS: None of :the models: use ireactiv ity ool
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B 1 | adjustment factors, do they? ' |

-2 _ MR. FLETCHER: That’s Cofrect.

3| - MR. LAGARIAS: And is that becaﬁse you are using
4 | the RAFs for a comparisén with aitefnaﬁe fﬁéls father'thén
5 within the gasoline itself?

6 | - ' MR. FLETCHER: I think éhat’s one majér reason.,

7 The other ﬁajor reasoﬁ that we did nqﬁ inciude the 6zohe—
8 forming potential in our model is because the database was
9 | not quite as robust as we woﬁld have liked to have had it.
10 . | MR. LAGARIAS: And one'laét queStion.._You'are _-
11 | going to investigate the options of meeting the.RVP -

12 | " requirements?

}*' 13 MR. FLETCHER: I think we’ll continue our
o 14 discussion with the refiners to look at ways to make the
15 transition easy. 2And I think the RVP is one of their -- cne
16 of their concerns. 8o, we will be working with those folks
17 and tﬁe ﬁipeline operétors to -~
‘187 - MR. LAGARIAS: Thank fbu.
19 MR. FLETCHER: - to do that.
20 CHATIRWOMAN SCHAFER: Thank you.
21 | SUPERVISOR VAGIM: Madam Chair?
22 CHAIRWOMAN SCHAFER: Yes, Supervisor Vagim.
23 e SUPERVISOR VAGIM: On the end product, small user,
24 {*what is ‘the process;ghatuthéyvWOuingDmthrough to get an FETEREY
3:;3&1%&2555mé%émptibnfif,:iﬁdééﬁ%&tﬁei@ﬂ@&nkSﬁWeﬁéusti11 half fullsZ:weaimeirilach

T LT R R 2

T 7 'PETERST SHORTHAND REPORTING 'CORPORATTONY
w7 3336 BRADSHAW ROAD, SUTTE 240, SACRAMENTO, CA 95827 /(916) 362:23451 i,




12

i3

14

15

16

17

18

19

20

21

22
23

24

25 .|

66
MR. FLETCHER: Tom, do you want to answer,that?

There is a.prOVision, and Tom can go into ﬁore detail on it,
“but there’s afprovision that allows the small user to make
an affirmative defense that they have not réceivéd.any
supplies of fuel since the date that they would have had to
have been in compliance. And there is a process outlined in
the regulatioﬁ: Tom can eiaborate on that. |

| MR. JENNINGS: Yes. This new'lénguage would be in

Section 226l(a)(2). And, essentially, if a retail operator

or bulk user can demonstrate by an affirmative defense that

the reason they are exceeding the cap limits after June 1st
was due to supplies of g;Soiiﬁé from Eulk.fadiiitiés before
June 1lst or from terminals before.April 15th,.then théy
would not be liable for violations of the regulation.

SUPERVISOR VAGIM: How about the nonretail user,
the person who has a bulk tank on a ranch or a farm?

SUPERVISOR VAGIM: The regulations specifically
wouid apply both to the retail outlet or to bulk consumer
purchaser facilities.

SUPERVISOR VAGIM: And they can pursue the
exemption also? |

MR. JENNINGS: That’s correct. It expressly
applies to end users that are not retail outlets as well as

retall outlets. T oLl L iee caniTL

+

o fs-UP.E RVISOR/VAGIM:: . And partrofsthatiprocess:wonids

[l
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be what? A history of use? I mean, you’re going to have to

‘differentiate between someone literally dragging'theirLfeet

versﬁs someone who acﬁually just didn’t use the fuel that

they bought a month and a half ago or ﬁwo months.ago,'of
whatever that date. | 7 |

MR. JENNINGS: They would document it esSeﬁtially
by maintaining the receipts for the'délivefies“that they

receive. And if their last delivery came from a terminal

that was not required to deliver Phase 2 gasoline and,

therefére, didn’t héﬁe-Phase 2 gasoline.avéilable; that
would prbvide an adéqugte défensé. o

- +* BUPERVISOR VAGIM: Very good.  Thank yéu, Madam -
Chair.

CHAIRWOMAN SCHAFER: Mr. Parnell.

MR. PARNELL: There’s probably a whole lot about
this I don’t understand. But let me take a run. It seems
to me that reformulated gasoline, as we see it and as we
envision it, is going to be -- it’il'be-required to meet a
certain set of standards; however, those standards will
basically be -- will be perforﬁance—based. That is, that
they have to be emissions standards; 1s that —— that’s
relatively correct? I probably said that inartfully.

It seems to me, because of the variability cf the

i

“way-various refineries may produce.this fuel, there.dis.a =y o
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gets in the process.and we start shipping fuel the way we
shiﬁ fuél, these fuels then -- because of the variability
that ﬁe -- and I compliment you for having worked with
in&ﬁééryuto allow that variability. ‘It seems to.mé thét
once these fuels start to be shipped, that there is a
poténtial fér them to become pqlluted,.mixed with -each
other, and then, therefore,=ou£ of compliance unless they're
totaliy separate.

| Do I miss something, or =--

MR. JENNINGS: No. I think you idehtifiéd an

important aspect of these regulations. And the term we use

.to-describe'what.you’re'talking about, I think, is

commingling; that you have cbmmiﬁgling of different batches
of gasoline.
Because that happens and because we did not want

to restrict the fungibility of gasoline and the ability to

mix batches, what we did is set two different kinds of

limits. We set these flat and averaging or designated

.alternative limit standards that apply to gasoline when it’s

coming out of the refinery or coming out of an import
facility. Then we applied cap limits or established cap
limits that are less stringent than the flat limits or

designated alternative limit standards.

ﬁ::ﬁ;:gAnd'thEEEaéﬁstandards apply throughout the::: =gl 237D
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effect, every gallon of gasoline at a service station or at

other facilities would have to meet all of the cap limits.

“And- one of the'things the predictive model does is allow.

- variations of thé_parameters as long as the pérameters stay

within the cap limits.

And the same thing with the averaging.  You can

‘have batches that arefhigher than the designated altetnatiﬁe

limit averaging standard as long as it deoesn’t exceed the

‘cap limit.

MR. PARNELL: The bottom line, staff is

~comfortable that the pipeline and the storage facilities,

- the infrastructure that’s out there is adequate, undér'your

scenaric that YOu understandrand'l don’t is adequate;

MR. FLETCHER: Yes. And I think the primary
enforcement still occurs at the refinery. Aand they will —--
you know, one of the statements you mentioned was tha£ the

standards are performance-based. They’re actually

'specifications on the fuel so that they will have a sulfur

limit and they will tell us what that sulfur limit should
be, eithef through the predictive model, or under the
averaging option, or the flat option. So, our enforcement
people will know when they go to thaﬁ refinery, what

concentrations the fuel should have in it of those

R WL Lt e B PR

wl

coproperties.. .. e oL oo

e Mt 0 SSby e Certainlyymthes refinery. enforcement is going s
: N ) H - ’
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-to be a key aspect of the enforcement of the Phase 2

requlations.
'CHAIRWOMAN-SCHAFER; Any'other quegtions from
Board membefé? | | - | | o
MS. EDGERTON: Yes. Ms. Edgerton.

MS. EDGERTON: ' This brought up an interesting

_queétion‘on the enforcement. From the chart that was up

there, it looked like there were several points of

enforceability. Could you -- and I think that picks up a

‘little bit on what Mr.‘Parnell was;saying -~ . the diffibﬁlty

of enfbrcing this.

| "Cdﬁld_you ﬁust spend a minute -- it sounded 1ike.'
what you just spoke to ﬁas enforceability‘at the point of
production,

MR. FLETCHER: Right.

MS. EDGERTON: Obviously, there are a couple of
other points.

MR. FLETCHER: If you recall the bne chart that I
had up on the Phase 2 specifications that had the flat,
averége, and cap limits, that third column is the limit that
applies at the terminals, and at the service stations, and
at the bulk plants. That’s what we call a cap limit. 1It’s

higher than either the flat limit or the averaging limit,

and no gallon of gasoline anywhere. in:the .distribubiomream:tils nlat

exceed that limit.:

i, PETERS 'SHORTHAND | REPORTING*CORPORATION I ="'
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1 | 8o, you know, when we talk about the flat and

'..2 average limits béing the primary enforcement mechanism at..

3 | the refinefy,'we'also refer to these cap limits as béing the

4 vaiuéé that would be-enforéed at the terminais,‘and the |

51 serviée stations, and the bulk plants.

6 - MR. SCHEIBLE: ‘And neithér_the predictive model

7 nor £he averaging provision of the reg allow anyone to

8 | legally produce fuei-for-sale in California that exceeds any

5| cap. Therefore, if the cap for sulfurris 80 pafté per:. -
10 miliioﬁ‘and'yéu’vé-put together any combinatioﬁ bf_legal_

f.11 fuels, they have to come in at 80:of3under, because it‘was'

12 | mever legal to produce fuel above that amount.

13 CHAIRWOMAN SCHAFER: Dr. Boston.

14  DR. BOSTON: That still confuses me a little bit,
15 also. If a certain refiner makes a fuel that meets certain
16 emission standards -- and let’s say he has a cap of sulfur

17 of 5 and a hydrocarbon of X -- and then another refiner has
18 made gasoline that also meets the emission standards, buﬁ
19 with aa slightly different variation of the different

20 elements.. And then you mix them.‘ Couldn’t ﬁhat change the
21 | emission profile?

22 MR. FLETCHER: It could. Certainly, when you

23 commingle the fuels, you will end up with a different blend-

o
i
=

ir.ofifuel properties. ‘And one .of the --.you know;:one of the - | o0

npr.250 . beliefs that we’ve had all;aignggﬁhaxﬁsnprettygmueﬁgh%enﬁgﬁﬁf

——— r— i LN C R
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“borne out by the final model is that you can’t. vary “the

spec1f1catlons all that much and lose the beneflts There

will be some fuel blends that may be, quote, “dlrtler“ than -

other fuel blends. But you also may end up commingling

 fuels that will be cleaner than what youbshouldrhave,

So, if somebody’s blending a fuel that’s very'low

:sulfur and they put that out into a blend that is hlgher

-sulfur, you’re going to end up with a lower net sulfur which

-— as I mentloned earller, the more. you reduce the sulfur,

_you get beneflts on Nox, hydrocarbons, and potency—welghted

tox1cs. _

So, it}s very.difficult~to go through the analyeis
of all'the-univeree of different fuels that'could be out.
there. But we believe that, on average, that we will not be
foregoing any of the benefits of the regulation; that we’ve
set the caps tight enough.

For example, the sulfur cap on 80 ppm is still,

what, four times less than what the current cap is on sulfur

content. So, we have reduced the caps from what the current
available fuel properties can go up to.

DR. BOSTON: Could a particular car then have a
driveability problem, depending on what blend he got out of

which station?

5MBJAELEQQHE§§;;;tfﬁialways possible that a

.particular wehigle.may thave a driveability problem mith a o o
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particular blend'of gasoline.. And that’ s a function of the,

you know --— how well that partlcular car is tuned. You -

 know, is it operating the way it’s supposed to be operating?

oiﬁr:HazfiuDRhtBQSTQNJf?NQy?rtht wasnﬂtcat

I think thet we certaihly do not eﬁpect to seerany
driveability problems. Many of the:fuel'properties that
were -- that are part of the Phase 2 regulatlons have been
'lntroduced and are in effect now.

| - The only difference is thatzwe.haven't put theﬁ'

all together in'one fuel blend. There are fuels out there

" now that have no sulfur in them

There are fuels out there -— we just finished our

wintertime OXYgenate program. So;'there are fuels out there

that have had oxXygen in them. You know, the individual
refineries have different fuel properties now. So, the
vehicles have essentially been_introduoed to a wide array of
properties that fall within our range. They just haven’t
necessarily been put all of the specs at once (sic).

MR. JENNINGS: Dr. Boston, if I could provide a
little additional analysis. As I think I understood your
first question, it was whether you could have circumstances
where you have two legal fuels that, when commingled, you
would end up with an exceedance of the cap.

And I’11 start out with a shot at answering this,

but the technical people -—-.. . .. ..

7t PETERS” SHORTHAND "REPORTING CORPORATION:TH i -fPC
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MR. JENNINGS: That wasn’t it?

DR. BOSTON: - No.

MR. JENNINGS: Then I‘ll stop.

DR. BOSTON; ‘Okay.

MR. FLETCHER: The other thing Dean just reminded
me is that one of the -- one of the valﬁee that we’ve used

to klnd of 1nd1cate drlveablllty is what we call a

driveability index. And it’‘s a functlon of the dlstlllatlon'

'temperatures~

We have two of those dlstlllatlon temperatures

SpEleled in the regulatlon, that lS, TS0 and T90. The

third dlstlllatlon temperature that’s part.of-that equatien

is the 10 percent distillation point, which is close to

being set by the RVP. They’'re not exaetly correlated, but
it’s close.

And in the fuel blends that we’ve run through, we
have some —-- some experience with low driveability fuels
that we haven’t had any problems with. And we think that
the fuels that we’re producing will meet those sorts of
indices.

CHAIRWOMAN SCHAFER: Are there any other questions
at this point from Board members for the staff?

If not -- and I know we'’ll probably have some

later on as a result of testlmony ~- I’'d like to begin the. . . | .. -

!

public testlmony portion: of our.consideration: of this .oy

PPN B
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-0 1 regﬁiation this morning. In the order in which yoﬁ-

- 2 .?eQuéstéd an oppdrtﬁnity to éppear, I'd like to invite Mr.
3 | Kulakowski from WSPA to step forward.

4 o ._Yes. And if you’ll hold a moment fﬁr your

5 | testimony, we’ll have a change of tape for the official4'

6 reporter.

7 "' (Thereupon, there was a pause in the
8| - - pfoceedings to allow the reﬁorter te
I : repleﬁish her stenograph pa?er.)
10 |  CHATRWOMAN SCHAFER: You may proceed. _
11 | MR. KULAKOWSKI: Madam Chair, members of the

12 ‘Board, good morning. My name-is Mike Kulakowski. I'm a
-~ 13 | staff engineer with Texaéo Refining and Marketing, but I'm

14 here today representing the Western States Petroleum
15 Association, which is also known as WSPA.
16 ' WSPA is a trade association whose 30-plus members
17 conduct the majority of the production, refining, and
18 marketing of petroleum and petroleum products in California
19 and the rest of the Western States.
20 We appreciate the opportunity to comment on the
21 proposed amendments to the Phase 2 gasoline program. I will
22 | begin with our comments on the predictive model and then
23 address the modifications to the averaging compliance ...

24 .. .“Opt,iﬁonl} iitn = . . e b i

3r)
3
=
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_f' .- 1| and cooperation of the staff in the development of the
| 2 proposalfthat you have before you today. Staff has had
3 copntless meetings and conversations with WSPA and haﬁeJ
4 liStened to all of and incorpdrated many of our ideas.
5 - ~ For example, staff went tb great lengths té
6 develop a model baéed on the hybrid approach similar to £hét
7 used by EPA at our request, and willingly shared draft
8 ﬁodels as work in progress with our members to minimize
.9 feedback tiﬁe. |
10 o WSPA’s‘éppréach in thé‘dévelopmént of the
11 predibtive modei has‘been that the;fiﬁal mOdel.must.address.
- 12 thrée issues .to be acceptable. FirStjrit could not redude' _
o 13 |. the enforceabiiity pf the.régulations; second, it had to
) 14 | ensure the emission benefits of the Phase 2 program; and,
15 finally, it had to provide flexibility to gasoline
16 producers.
17 We believe that the model being proposed by the
18 staff today addresses these three issues with positive
19 results. WSPA believes that the flexibility of the
20 predictive model'will enhance the success of the
21 implenentation of the Phase 2 gasoline program. The model
22 will allow gasoline producers to tailor gasoline
23 | ,.formulations to their specific operations. Refiners can

24 |. relax specifications that, K would.otherwise cause operational

RTINS & IS L] i iTod wie toy

e 25 spEObLlensywhile: ensurd ngrequivalent .emissions.
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This should manifest itself in better ability to
deliver product day to day. To the extent that producers

use the model to increase'the oxygen content or the T90 and

 aromatic content of gasoline, potential production volume -

for any given refinery may increase.

Finally, since refiners will be free to optimize

‘emissions equivalent formulations to their operations,

there’s_a‘good"possibility that'productibn costs will drop.

- WSPA has reached a consensus that we éan support:

r'the model being proposed by'staff tdday-as being an

appropriate tool for the certification of alternative Phase
2 specification sets.- While we have a consensus, some
individual companies still_belie?e-that fhere should be
additional minor changes to improve'flexibility further.

Regarding the clarifications and modifications to
the averaging_compliaﬁce option, WSPA believes that
averaging is essential to the successful implementation of
the Phase 2 program. We further believe the proposed
changes are required for ﬁhe averaging protocol to be
useful.

We will continue to work with staff on the
averaging and enforcement program to help ensure the success
of the Phase 2 program.

WSPA supports the proposal to allow .for .limited

AgxzensiOHijdhtheaSOfdayxéﬁﬁﬁeinperiQaﬁthﬁhangingmghﬁﬁibmgth

3
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of the offset period will not change the value of the

~average standard and will thus have no impact on the

environmental benefits of the program.

However, we believe that the inbfeased-flékibility
offered by these extensions may prove invaluable to refiners
to address minor operational problems.

Thank you. That corncludes my prepared comments,

and I’'d be happy to answer questions.

CHATRWOMAN SCHAFER: Very good. I.appreciate the

'.vote_of confidence among the WSPA members.

' Are there any guestions for Mr. Kulakowski from

- the members of the Board at this time? .

Yes, Mé. Edgérton.

MS. EDGERTON: I apologize. I didn’t get a copy
of your ﬁaterial until it just came before us. But I notice
here it’s a June 8th dated later from Gina Grey?

MR. KULAROWSKI: Yes,.

MS. EDGERTON: With an attachment. On the third
paragraph of the first page, you appear to question whether
we have provided sufficient notice to act on this today.

1’d just like for you to let me know what your purpose is
here.

MR. KULAKOWSKI: 1’11 be perfectly honest. The

first sentence was put in by WSPAlLs. attorneys...:.

S(Langhters) . mn e T L gh he

3
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:MR. KULAKOWSKI : rBasiCally, what we'bg1ievéVin
that case is that we alﬁays hope and reqﬁest-that we get 
adeqﬁate notice of.chaﬁges.:,ln'this case, the changes that
are being proposed today —* that staff hasrjust ﬁroposed iﬁ
their presentation‘?- are all based on a model that was
adequétely noticed. I mean the base moael; which they’re
making some minor modifications to, was adequately néticed.
So, we think that the changes that are béing pfoposed today
are appropriate'to add:esé in a lSQday package5

But we always hope —- hope that the Board gives

.adequate notice on other major changes.

MS. EDGERTON:,JSO, if I understand you corréctly,
you’re not challenging the noticing? |

MR. KULAKOWSKI: I think we’re protecting or
calling into -- I mean -- staff’s giggling because I think
we’ve had some issue on this in some previous rulemakings,
where we didn’t think adegquate notice was provided. But we
are not questioning the authority to propose and adopt- the
proposed‘changes today.

MS. EDGERTON: Thank you. How do I Jjust verify

with staff that that’s thelr understanding? Is that your

understanding that there’s no issue here? Because it’s my

understanding that part of the reason why we were being

f 5
;. @sked to make some additiopalichangesiis: toienhance &S s

flexibiliﬁy for’the-indust%ywélﬁt? fur bhe industry.
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1 . And.i’m a little -- I'm a little concerned if the
2| industry is putting in.something here saying thaﬁ they mighf
3 -challeﬁge that. Is that ~-- that’s hot whaﬁ is happening |
4. then? | | | o
5 7, LT VMR} KENNY: I think, bésically; what they’re doing
6 | is they're doing an historical thing. 2As Mr. Kulakowski
7| said, historically, they’ve hadlconcerné aboﬁt the manner in
8 :_which we’ve édopted 15~day change requirements —- 15-day
9 -'changes.. And I think they’re just simply referencing that
'10r"again at this point. It has beenlsort of an ongoing méﬁter
11 £ dispute._ But it is legal under the Administrative
12 | Procedures Act, and we continue to do it, and we continué'to
13 be successful at doing it. |

14 MS. EDGERTON: Thank you.

15 CHAIRWCMAN SCHAFER: Are there any other gquestions
16 | for this witness? Yes, Mr. Calhoun. ’
17 MR. CALHOUN: I think, Mike, you mentioned

18 something to the effect that there need to be some

19 additional changes to the averaging concept. And one of the
20 items I think that you’ve eXpressed some concern apout is

21 the RVP. And given the fact that there’s some kind of

22 tolerance that has to be allowed during the énforcement

23 purpcses (sic), do you feel very strongly that there’s

snanythidfg needed beyond that as_ far:asditherRVP is:concerned
{ ) i : AR T I LT S T LB -..; F - Pt g Bt

Tooam v
~ha e

MR. KULAKOWSKI: | Well,: iI#LlTanswerspour. question}) o|.swet o
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on two.levels. .first, the overall averaging and enforcement
of the regulations, as they’re:current;y written, I view it
kind of llke a walk through a ruseum. You can just walk
through the glance at the plctures and enjoy yourself, or
you can crltlcally evaluate each_lnd1v1dual wOorkK.

And, as we, you know; critically evaluate the

averaglng and the averaglng protocol that’s already been

~written and try to figure out how to apply it, we think that

there may be some time off in the future where we may want

- to address some future changesf much like the ones that are

belng seen today, minor changes _

On the tOplC of RVP spec1f1cally, 1nd1v1dual
cempanies will be addressing that today. WSPA, as a trade
association, is not going to address that particular issue
today. But you will hear about it in following testimony.

MR. CALHOUN: I’m sure we will.

CHAIRWOMAN SCHAFER: Any other questions froﬁ
Board members for this witness?

If not, thank you very much for your presentation
this morning, Mr. Kulakowski.

MR. KULAKOWSKI: Thank you.

CHAIRWOMAN SCHAFER: 1I’d like to see if the

representative from the AAMA is in the audience at this

|
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MS. ﬁOMEISTER: - Good morning. My name ia Nancf
Homeiéter. I work for Ford Motoxr Company,.but'I’m here_'
‘today on behalf of fhé American Autcomobile Manufacfurers
“Association who représents Chryéler,'Fofd, and Genéral
Motors.
We wbuid liké to thank the Califcrnia Air
Resources Board for this dpportunity.to comment on the
California Phase 2 gasoline predictive model. |
We have analyzed the predictive. model and compared
the model’s predictions to auto/oil results.. Our conclusion
afrom.this analysis is that the model adequately represents.
the effects of éhanges‘inlfﬁel parameters and vehicle
emissioﬁs. o
As the attached chart shows, which I believe you
have separately, of 29 fuels tested, the majority of the
model predictions are within 3 percent of the actual
auto/oil results and nearly all within 10 percent. |
We do, however, have two observationé. First, the
model predictions for Nox and VOC emissions are better than
those for toxics. This may, however, be largely
attributable to the wide varlablllty in the toxics emissions
data that were used in the development of thﬂ model.
Second, our tests of the model used the same fuel
model. and, .thus, dur?aﬁé&%ﬁisgd@gsthﬁE;&@Nidﬁﬁkﬁniﬁ dnug . ook

! : i
H H ' H

$¥ﬂandieﬁiésions data that wereised.dmiihe: constructiof-of ftherky canst
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1 independeﬁt check on the model.  But,.as:the Air Reéourées
2 Board staff.had noted in the staff report, robust data sets
-3 | do not at this time exist,.which are éeéarate frem that Ehat_.
4| was used in.the model.
5 We appreciate tﬁe_éfforts of the Air Rescurces
6 Board staff has put.into the development -of this model.
7 They have worked closely with both the oil and automotive 
8 | industries and, from our viewpoint, have been receptive to.
9 | the comments made by both.
0] The comments we made regarding an earlier-ve:siohr
11 | of the model during the February wprkshop appear to have
12 | been largely resolved inrthis more:reéent version. = The

13 .model itself appears to be superibr to the EPA’s complex

14 ‘model.

15 it is critical, with a model as Complex‘as the

16 California Phase 2 gasoline predictive model, that the Air

17 Resources Board provide a means to update this model as

18 additional robust test data become available or as our

19 ‘ understanding‘of the reiationship between fuel parameters

20 and exhaust emissions improves.

21 The staff has indicated their intention to

22 incorporate futufé test reéults into the model, and we would
ask.that the Air Resources Board direct staff to develop a

: omechanism to update the medeljmasineeded;: toiensurel thezlestisg.c.

er e e delids oty e Ty o
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- That coﬁcludes our preparéd statement, and I’d be
willing to take questions. |
'- -cHA1RwoMAﬁ SCHAFER: Thank you. Are there any
questioﬁs from Board members for Ms. Hoﬁeister?

MR. CALHOUN: Yes, I‘d like to ask one.

CHATRWOMAN SCﬁAFER: Yes, Mf; Calhoun.

MR. CALHOUN:i What spécifically do ybu havé in
mind iﬁ termé of directing the staff to setting up a |
mechanism for having the staff to update the model? You got
any recommendations or anything specific? -

MS. HOMEISTER: Not specific recommendations.

. They do make comment in the staff report that, as data

becomes available. Right now, as fhe auto/oil program
proceeds, data may arise in the future. We don‘t have any
set ideas, but to have flexibility to incorporate as data
does come up.

MR. CALHOUN: BStaff, do you wanﬁ to comment on it?

MR. FLETCHER: Sure. I think that in the staff
report, we needed to address the question of how to update
the model. And, certainly, as new data become available, we
would be evaluating the model responses. And any updates --
I think the procéss that we would use would be similar to

the-one we used here. We would have toc go through a £full

i

fﬁ%ﬁhﬁicaprOCess{.'Wepwou;dﬁw@rkgﬁdpﬁanY$newxoﬁ&ﬁ@éﬁxi&ﬁ&gpﬁﬁggx,%“*“’
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We would have tc evaluate the environmental and

economic impacts of any changes to the model that we would

make. We know the refiners are very concerned about any

changes that would.be made to the model; that, you know,

theY’re planning con proceeding in a certain approach. And

" if new data become aﬁailable,-that-says they ought to

proceed in a{different approach, that could be very, very
disturbing.
- 80, we would want to make sure that we had an open

public process with any changes, and that we would have to

evaluate the economic impact that would have on any of the

refiners’ operations. But I think we would want to continue

to evaluate any new data as it became available.

'MR. CALHOUN: Okay. All right.

CHAIRWOMAN SCHAFER: Ms. Edgerton?

MS. EDGERTON: I want to thank you for your
compliment to the Air Resources Board for having developed a
model that’s superior to that of the United States
Environmental Protection Agency, and I would like to ask
whether you have initiated any conversation with the US EPA
to see whether they might have an interest in using our

model or --

(Laughter.)
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1 o MS. EDGERTON: ‘Thank. you.
2| B CHAIRWOMAN SCHAFER: It does occur to me that the
.3 - models certainly deal with totally different seés of
4 regﬁlations, énd I think that prdbably accoﬁnts for the lack
5 of applicability one to the other in.any event.
6 o Are there any more questions from Board members
7 | for Ms. Homeister?
8 : - If that's the case, thank you very much.  I BN
9 .appréCiate your presentation this morning.
10 5 1’34 like ﬁow to recognize, if he’s in the.room;
11 Mr.'Jefry Hapn, répresenting Chevron. Good morningf
12 - - MR. HORN: Gbod morning, Madam Chéir, members ofr
13 the Becard. My name 1s Jerry Horn. 1I’m arstaff planner in
‘14 the Chevron USA Products Company Strategic Planning and
15 Business Evaluation Group.
16 Chevron appreciates the opportunity to comment on
17 the proposed amendments to the Phase 2 gascline regulations.
18 , Let me begin my comments by stating that Chevron
19 supports the comments offered earlier today by the Western
20 States Petroleum Association. in particular, I’d like to
21 reemphasize the efforis and cooperation of your staff in the

22 development of the model.

23 I Having been personally involved from the beginning
;tﬁzﬁﬂvkbiithis effort, I firmlyeldevethat.yonrstaff.shoulduiber ojuniismgl

¥ ??ﬁtiﬁﬁhfu&@cOgnized for its wilddngnesswtoiworks cooperatdvely: onsthls ofopaym

.
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-iésue, to consider and adopﬁimény ideas that were offered
- during the.many ﬁeetings which wefe held with industry, and
.to provide the models to us on a realtime basis in order to-
help streamline the feedback process.
| ‘We believe the model recommended for adoption by
your staff today will most likely be a model which does
provide some incremental fiexibility to producers of'Phase 2
~gasoline formulations. This will certainly help sustain
'prodﬁction. . |
Speaking of flexibilitf, we believe the léséons
7 iearned and the knowledge gained during the developmentzbf
the predictive model could potentially applied to anothef “.
certification tool that’s.available.within the.regulations.
That’s the vehicle test opﬁion.

We believe the vehicle test option is real
impractical to use given its current incarnation. An option
that would be less onerous and less costly could stimulate

- research into new and innovative fuel formulations that
really couldn’t otherwise be certified under the
regulations.

Our research staff in Richmond is currently
evaluating the test option to see how it can be made more

‘useful for certification purposes. We are willing to work

8L with-staff «to develop actbptﬁble.modxflcatl®ns Ands Hopel et ber i Bas

=1 RN

«theecooperatlve approachﬁthat~ma%wﬁemonsbrated durﬁngwthé
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predictive model development can be carried over into
modification of the vehicle test optidn.

As Chairwoman Schafer noted in this morning’s

_ introduction, the events associated with the relatively.

recent introduction of low-arcmatics diesel here in

‘California and the iow-sulfur diesel nationwide has made us

realize that there still are a lot of implementation
issues, including materials compatibility, which need to be
addressed prior to the March, 1996 deadline.

We certainly urge the State to take the steps

‘necessary to maximize the probability of a smooth transiticn

to Phase- 2 gasoline.

We were particularly pleased to.hear this mdfning
that the broad-based advisory committee, which was described
in Secretary Strock’s letter to Senator Kelly back in April,
will be springing into action gquite soon. We believe this
committee will play an important role as the transition to
Phase 2 comes in.

The drive to a smooth transition to Phase 2
gasoline is certainly admirable given the huge stakes at
play. However, this drive to the fuel of the future should

not go down a road that compromises the environmental

benefits of the regulation.

_Phase. 2‘gasollne_w111 provide: substanxlal,mgnailtg-n5w
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- Chevron does not desire to see these benefits reduced.

The proposed compliance date extension to June 1.

c'at service stations during the transition period in 1996 is

certainly one'oflthe items that will help smooth the
transition. However, unfortunately, during this short time
- period, this could also lead potentially to increased
chéating and thus reduce the benefits of the fegulation to
some . extent. |
.. We recognizé-that'CARB'staff has stated that the

compliance division will make every reasonable attempt to

prohibit the éale_of illegal gasoline during this transition'

period. - These are definitély,good inténtions,'but we think
that CARB needs tc develdp a mechanism to specifically
identify and take -action against the illegitimate movement
of gasoline by tank truck or rail into the State during this

transition pericd.

One final issue; The existence of the RVP box

 created by the 7.0 psi RVP limit by CARB on the high end and

the 6.6 psi minimum under the EPA simple model for fuels in-
Southern California has been discussed or mentioned as a’
potential problem. At this point, Chevron‘’s not convinced

that there is a real problem here.

The applicability of the 6.6 minimum is not ‘clear

vfromhreadlng the fédera& reformiilated: gasoane‘neguhatmanagvvnﬂu

~ETOTT looklng it the,drafﬁ*ﬁlmectJfmnai,rniemaklng;whan*ﬁﬁhwwas

H
H
i
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considering this issue.
Perhaps when EPA issues the RFG Q & A document, as

it’s called, the box issue will be clarified. We just are

‘not. sure that the box is even defined at this point. And

until it becomes clear that the box is a real issue, Chevron

doesn’t think it’s wise to devote a lot of staff resources

to fix the problem. Whén_it_éomes a problém, that’s when

they'need'to'deél'with it.
‘Eowever, if there dces-come_a:ﬁeed to deal with

the problem, again, we don’t want to see solutions offered

that could compromise the environmental benefits of the

regulationf

It was mentioned this morning that RVP averaging
with a change in the compliance cap was mentioned as a
temporary basis. Chevron would view this as harmiﬁg the
environmental benefits of the regulation, so we would not

support that.

I’d be pleased to answer any questions you may
have.
CHAIRWOMAN SCHAFER: Yes. Supervisor Wieder.
Thank you. |
‘ SUPERVISOR WIEDER: Yes, I‘'d like to have staff

respond to Mr. Horn’s reccmmendation to avoid cheatlng in

.,.-

I

EQ&MRw.SJMER@EHJA
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“work with the oil companies to identify how we can more

effectively enferce regulation against this specific issue.
And we’ll be doing that activeiy workihg with them ae.part
of the advisory committee as mentioned earlier.

SUPERVISOR WIEDER: Well, they were very specific
in the correspondence I have from them in f?ont of me. I'm
not sure i heard you say it, Mr. Horn, ﬁut that any tank
truck that comee into Californie'during that period be held
to the same accountability as any other importer. I mean,
how do you respond to that? |

MR. BOYD: Supervisor Wieder, let méfinterjedt'and
just say that_the witness.brings up a QOOd point, but one
that we’fe quite aware ef. And you have my assufance that
our compliance division and our enforcement program will
strive to assure that we meet that level of responsibility.

SUPERVISOR WIEDER: Yeah, but do you think that
accountability should be equal as any other? Are you
agreeing with that? |

MR. BOYD: I’'m agreeing with that.

SUPERVISOR WIEDER: Okay. Thank you.

CHAIRWOMAN SCHAFER: Are there any other questions
for.Mr. Horn from Beard members? Mr. Calhoun?

MR. CALHOUN: Mr. Horn, I don’t think I heard our

staff mentien;anyﬁhiﬁg@ﬂxﬁﬁﬂ&ﬁ&ﬁﬁ@ingzﬁﬁﬂimgﬂglﬁmﬁmeﬁ
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your fellow competitors would probably like to see happen.

MR. HORN: ©Oh, I‘m sure they would. Again, it was
mentioned. .itfs ndt one of the things.that staff was
recommending. But they did note that it was an{issue that
would be diécussed, and ‘it has been discussed in meetings
with various industry companies. And I jusf wanted to
‘reglster our point on the issue.

| MR. CALHOUN: All right. Okay. Thank you.

MR. ‘BOYD: Mr.-Calhoun; the staff did mention its
réasoﬁs for not wahfing to do it, 'and I’'m glad to see
Chevron added td.the list of people who donft waﬁt to do it
‘eithef.. So, you’ll hear more, I’m sure. |

CHAIRWOMAN SCHAFER: Any more questions fér this
witness from Board members at this time?

If not, I want to thank you, Mr. Horn, for your
presentation this morning.

MR. HORN:l Thank you.

CHAIRWOMAN SCHAFER: 1I’d next like to recognize
Mr. Alan Lippincott, if he’s here at this time, from ARCO.

Good morning.

MR. LIPPINCOTT: Madam Chair and Board members,
godd morning. My name is Alan Lippincott. I’m an engineer
in the Fuels Development Group of the ARCO Products Company.

| ARCO-<is.a:majormarketérof igaselkine. and: otherspetrokenn

F73es T, TAt Y PETERS “SHORTHAND REPORTING' CORPORATION. . 120"
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ARCO’s been proud to supply clean-burning

reforﬁulated gasoline to California for the past five-yéars.‘

We apprecilate the opportunity to testify today.

First, ARCO joins in support of the current

~ version of CARB’s predictive model. CARB staff and industry

have_worked as a team in developing this model.. By holding
RVP constant at 7.0, CARB has functionally addreséed most of
our prior concerné. |

| | . We noﬁ'beliéﬁe that the constant RVP model should
'enhanée refining_flexibility while maintainiﬁg the emission
benefitsiqf California'Phase 2 reformulated gasoline.

A delicate balance now exisﬁé between flexibility
and air quality; ARCO is concerned, however, with a recent
proposal which could jeopardize the delicate balance and
undermine the emission benefits of Phase 2 gasoline. This
RVP averaging proposal 1s the focus of our testimony today.

The RVP averaging proposal would relax the Phase 2
regulations to allow refinery production to average about
6.9 psi, with a batch maximum of 7.1. Since the existing
regulations reguire all gasoline to berbelbw 7.0, the
proposal would result in an increase in the average RVP of

Phase 2 gasoline,

Of course, emissions would increase along with the

. RVP..z,The:proposaliWasiimade: dinipart,tosaddressgconterns: i ¢ -

. prdaboit -t he: naryow - RVE soperat inguarangerallopablieytoiCalifornial il wwass
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‘refiners using the EPA simple model in 1996 and 1997.

Now, common carrier pipeline companies are

expected to establish a maximum RVP of'about'6.9 to ensure

compliahce with the Phase 2 maximum.7{0. Aithough the Phase

-2 regulations do not establish an RVP minimum, a practical.

minimum exists because Phase 2 gasoline will have to be
certified under both the CARB and the EPA models.
The EPA complex model has a mlnlmum RVP of 6.4,

which should prov1de an ample operatlng range of 6.4 to 6.9

~ for reflners

The concerﬁ and;the rub:pertains to the:EPA simple
model. During those two years, "96 and 97 only;.EPA_ailows
fefiners'to use a simple medel which has a minimum RVP of
6.6.

VSome refiners who plan to use a simple model are
concerned that this will provide an unduly narrow operating
range of 6.6 to 6.9 psi. ﬁecognizing this potential interim
bottleneck, EPA has propesed to use the simple model minimum
RVP —— or to reduce the simple model minimum RVP to coincide
with the complex model minimum of 6.4.

Now, for federal reformulated gasoline, there is
some concern about driveability with an RVP down at 6.4.

However, there’s virtually no concern in California, because

'1thekPhase 2 gasoline dlstlllatlon temperature speCLflcatlonszi»*nrﬁ

llkely CThud,

- PETERS SHORTHAND REPORTING.'CORPORAETION:
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mdke'the'RVP minimum for California 6.4 fbr_both-modelsf_
| And this would alleviate any concerns with the
simplé model_in'California. We, thergfore, believe that it

is premature for CARB to consider higher emissions options’

for expanding the RVP operating range.

In summary, CARB staff haé-developed a gobd

' predictiﬁe model which will enhance refining flexibility.

‘But CARB must now hold the course in implementing the Phase

2 regulations by rejecting the recent RVP averaging
proposal. |

We must ensure that the pursuit of further -

 flexibility does not erode our hard-sought successes in air

“quality.

Thank you. 2and I would be pleased to answer any
guestions which the Board might have.

CHATIRWOMAN SCHAFER: Very good. Thank you very
much. Are there any questions for Mr. Lippincott?

MR. CALHOUN: I think you mentioned, Mr.
Lippincott, that you were not aware of any RVP problems -~
not RVP problems, but driveability problems in California.
That's using a fuel of what RVP range? You said minimum --

MR. LIPPINCOTT: That would be in the range of. 7.0

or -— say in the range of 6.7 to 7.0, which we’re likely to

b

be. seeing.: ... .

SR

§
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irireason for that,&Imthinkﬁ%ESﬂWéﬁﬁ“ﬁ"rhz‘T

Pl AN DPETERS SHORTHAND REPORTINGI CORPORATIONS R
RN 3336 BRADSHAW ROAI, SUTTE 240, SACRAMENTO}/CA.95827 1 (916) B62:2345T; 2. €




1 mentipned earlier by CARB Staﬁf, is_that the Phase 2

2 specifications firmly iimit T50 ana.TQO, which are big

3' _cdntributors;__And, of course, RVP is closely rélatéd to

4 ..TiO; which is éﬁoﬁher factdrﬂ. | |

5 | - | _ 80, we feel that ﬁhere are adequate assurances té

6 protect driveability in Californié. ‘ |

7 ..'..'  MR. CALHOUN: All right. Thank you."'

8 | " CHATRWOMAN SCHAFER: Any other qﬁest_ions for Mr.'

9 Lippincott from members of the Board?

10 | ".__ | if not, I want to thank you Vefy mﬁch for your

i1 appearance this morniﬁg. And I.wouid like'nowltO'recognize'
12 Mr. benhis Lamb of Unocal. Are.you in'fhé room; please?

13 o Before you begin, Mr. Laﬁb, because I’m-goiné-to_

14 4 wish you a good afterncon instead of a good morning,‘I juét

15 want to note that we are upon the noon hour. The Board

16 | intends to continue pursuing this item until we break at one
17 o'clock._

18 | So, I’m‘hoping that-We will be able to get through
19 all of ouf witnesses in the next hour. That’s my goal, for

20 those of\you who have signed up on this item.

21 : If not, we will have to break, come back, and take
22 this item up in the afternoon. And it will not be .the first

23 item in ‘the afternoon because of the schedules of some

ARG

24 | members of our Research.Advisory paneli:i:

{
| :

'nﬁgQﬁagﬁﬁM&ﬁifarLﬁSoggwithﬁtﬁhtumarningﬁdﬁ@hdﬁﬁﬁe&@i&n To proceed, .. s Gk
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I‘d like to invite you, Mr. Lamb, to please proceed.
| MR. iAMB:\'I juét adjusted my watch to fhe.
appropriaﬁe time. Good afternoOn,'Chaifwoman Schafer,
members of the Board. My ﬁéme is Dennis Lamb. I'm Manager
of Fuels Pianning ét Unocal. |
Unocal has always been a strong advocate of é

predictive model and the economic flexibility.potential of

. ‘that c¢oncept. 1In. June of 1991, we shared w1th staff the

vehlcle testlng research we completed and the predlctlver

model we_developed to produce and.test reformulated

gasoline. That research has become the single largeét
independently developed body of data in CARB’s predictive
model. It represents almost 10.percent of the 7,700 fuel
tests incorporated into the model.

At the November, 1991 adoption hearing, I
encouraged the Board to hold staff to its commitmenf of
developing a model by April, 1992, by asking that the
compliance date fdr Phase 2 gasoline be in lockstep with the
promulgation of the model.

That would have been April, 1996, based on the
staff cdmmitment.

The Board accepted the staff commitment, dhanged

the effective date by three-months, and provided four years’

leadtime for us, but.itﬂdid:not tie.that.date fos momotis whanlomd

promulgatlon ot the mogelﬂ.*ﬂm.g&u mﬁ?rhgﬁywl

.. PETERS!:SHORTHAND. 'REPORTING::CORPORATTION
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1 Unfortunately, it is now June, 1994, and any
2 Qpportunity'to save capiﬁal investment'has éxpired. We are
3  now'in the process of building facilities that it now
4 | appears.could have béen less expensive ifnthe model was
5 promulgated earlier. |
6 | Fortunately, howévér, there is still time to
7 benefit from operatioﬁal savings;' Kléo, the delay.did allow
8 the model to becoﬁe more robust.
9 ' We now know, for instance, that.the T90
10 'specification was not only very expensive, but it was sét
11 too low. The time delay'allowéd the model to incorporate

12 | that knowledge.- |
'”;‘ T 13 | As we learned from the EPA model”development

14 effort, the increased opportunity for dialogue and

15 investigation was important. We learned that the reactivity
16 and CO bomponents were unnecessary and that Tech 3 and Tech
17 4 vehicle classifications were thé appropriate surrogate for
18 the in-use fleet. We very much appreciate the communication
19 provided by CARB staff as this project went into high gear.
20 We think it has provided a better product.
21 Unocal participated in the WSPA effort and we
22 concur with the written and oral comments providéd here
23 today by WSPA.

Aopiniee i LAt long last, we are poisedate.have.asfuel oo GanvEn

L;ﬁ?jﬁggertifiCaﬁion model thatuﬁdﬂidmbe&themsingﬁéumiéiﬁﬁmp@mt@mﬁﬂcJ;r:
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tool for a smooth transition to Phase 2 gasoline.

While we have yet to see a final model or have the

opportunity to ahalyze the final product, we have analyzed .

previous versions of the model and the.model_in the staftf
proposal,

.With each model revision, outstanding issues have
been reéolved.' As fhe stoffgciaims; the vorious versions of
the models all'predict very nearly the same.

| We have been concerned that some.pfedictions were
An artifact of the mathematical construction of the model

rather than real emission effects. We have been encouraged

‘that staff has investigated technically appropriate‘methods

" for correcting such effects and are proposing them here

today.

However, Unocal remains concerned about the RVP
effects in the model and the concept of fixing the RVP term
at 7.0 psi when virtually no fuel is expected to be at that
level. I will speak further about RVP in my implementation
comments.

Unooal encourages the Boad to take action today on
adoption of the predictive model. We expect that a 15-day
comment period will be necessary. However, adoption today

will move one more critical element of the implementation

. towards.<certainty and “thesablidity to more accurately prejecto ]«

Phase” 2rproductionsvoluteshs &
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1 _ - Now, let me move to.the implementation issues.

2 | CARB, the California Energy Commission, aﬁd'thé individual

3 'ﬁembers of fhe industry have Jjust completed a round of

4. discuséibns“régérding.EPA réfqrmulated and Phase 2

5 iﬁplementation. |

6 | B We have been very encouraged by staff’s

7 .understandlng of the 51gn1flcance of some of the barrlers td
8 _1mplementatlon that was built into the orlglnal regulation.

9 | the changes being-proposed today will keep an industry,

10 which deals daily with upséts and-dislocation without iﬁpact
11 on supply, somewhat mére restricted, but still nimble in

12 | 1996. | |

13| But T would like to mention a couple of issues

14 that are not in my prepared remarks, but are serious

15 challenges to a successful implementation and introduction
16 on schedule.

17 One is, in Unocal’s case at least, we have a

18 couple "at least" lawsuits involving the permits and the

19 CEQA proéess involved in our refinery construction. Those
20 are serious challenges and do offer a significant roadblock
21 if they were to delay any further our activities.

22 And then, secondly, another issue that has come up

23 fecently that hasn’t been mentioned is the EPA proposal for

24 tha. renewable oxygen regquiremengi nfThat reouldomake: a

vn&ﬁﬁimzsﬁ.ﬁsubstantlal 1mpactaén ausuceessfull 1mp&ementatlonq
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- particularly since our reading of the recently proposed

Federal Implementation Plan -- that would include Sacramento

‘as a severe area in order to give it more time to comply --

would have the probably unintended result of thfowing'it

into the renewable oxygen program if it is promulgated, -
since ‘it would have to adopt federal reformulated gasoline
requirements one year after the promuigation of the FIP,
which would declare it a severe area.

Those were a couple of things that are serious

implementé to a smooth transition. We’ll have to see how

" those unfold down thé road.

e dQ'agree with the proposal to smooth o ut thé
transition period by allowing longer periods of time to turn
inventories at terminals and service stations. That
proposal is a valuable lesson from the diesel introduction.

We are, however, very concerned that there will be
significant financial incentive for unscrupulous operators
to cheat and that, during this transition period, they will
be particularly difficult to cétch.

The price differential between Phase 2 gasoline
and conventional gasoline in neighboring states will provide
the incentive. The inability to easily distinguish between

Phase 2 and other gasoline during' the transition is a major

opportunity for such.opgrators.ivOne truckload:.atijust  awlkd tuofuich

N - e . o o e _ e L
cent gai1qn:dlffenen§rakmzs;qmarwaﬁthﬂusandwdakharsmextEamﬂgma

2
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o 1 pfofit. |

2 | _ | .EPA had proposed that conventional gasoline

3 |' contain a marker that could easily be detected at the

—:4 service station'with field tests. ' Because their original

5 | candidate markef failed to work, they have announced that a

6 rule on the marker will not be ready for our RFG

"7 | introduction in 1995.

8 Informelly, they have asked industry if a marker

9 ) is needed at all. Without a markef that can be easily

10 | detected at the service station, cheating will be mueh more

11 .difficult to deﬁeet}

12'_" ' We have discussed these concefns with your sﬁaff,

o013 Resources may be thin for adequate enforcemenf, but a smooth

/ 14 transition should not become the opportunity of the year for
15 the unscrupulous.
16 Staff has asked for comment on their proposal to
17 allow importers of Californie gasoline that was produced in
18 California and provided at some location in another sﬁate to
19 avoid the compliance testing demonstrations. S8pecifically,
20 they asked for comment on whether additional safegquards,
21 such as reporting requirements, are necessary to assure that
22 cargo truck imports of noncomplying gasoline are deterred.
23 Unocal would encourage a simple reporting requirement-that

rrnzgawgany;such,1mporter be registered in a special.. category and oo e e

FASHE D wpr’ov1de advance notice of prednctvseurcewand dest;aatlpn

AN
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| 1 ) Individual protocols could be established for |
2 continning_operations; B

3 Now, up to this point, we’ve been in agreement

4 Wlth the staff’s model proposals However, we are currently
5 faced with an implementation issue that is not being

6 addressed. Now, those commente are not exactly right, T

7 guese,.because'you’ve been -- heard a lot about a proposal

8 and you:haven’t heard the propoeal;

9 | f. But due to an unueuai combination of federal and
1O California ruies, practices of pipeline oPeratore, concerns
11 from auto makers, and am area of‘nneiplored emission

12y effects, we may not be able to comply with a portlon of the
T 13 | RVP regulatlon |
| 14 ‘T will illustrate the problem and suggest
15 solution. But before doing so, I want to make it clear that
16 I am not seeking any action from you today, other than a-
17 resolution to give staff six months to examine this issue
18 and return to this Board with a recommendation.
19 I also want to make it cleaf that we are not
20 recommending a change to the predictive model. RVP in the
21 | model would remain fixed at 7 pounds per square inch. As
22 you’‘re well aware, CARB Phase 2 specifications include an

23

RVP maximum of 7 pounds per square inch. There is no

vzéea;averaglng prov181on TSR R AT T

t;iﬁZ&‘531EE&+J'ﬂ, It sy theggractlce ofthe: common carrleraplpelaneeg'”ﬁ
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in California to establish a shipping specification one

pound per square inch lower than the regulatory standard.

This effectively lowers the standard from 7 to 6.9.

Gasoline producers find that RVP variability-
results not only from different bleﬁding practices, but also
from test measurements. If a company has.excellent control
of.blending variability and doesn’ﬁ have its own terminal
vapor recovery adjustments to consider,'it.cduld then just
consider testing variability in its own laﬁ.

- The American Society of Testing Methods provides a

guideline for such variability. within the same lab, that

variability is called repeatability. . And for RVP, it is

two-tenths of a pound per square iﬁéh.

Now, if I account for test variability, I must
target RVP production at 6.7 to provide upper and lower
control limits of plus and minus two-tenths without
eiceeding the pipeline specification.

The upper control limit becomes 6.9 and the lower
range of variability, or lower control limit, is 6.5.

There are several problems with RVP results in
that range. Those Board members who remember my testimony

at the November, 1991 hearing will find that nothing has

happened to diminish¥*those concerns. In fact, we now have

both the auto makers.and CARB. staff. expressing: thewusame:.

!

i i
—_—
t
|

B SN Sy S U TN
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The first concern is the fact that there is very

little vehicle emission data in the low RVP range. There is

a consensus that, at some point, as RVP gces down, emissions

turn back up

There is some suggestlon by staff that in exhaust
emission;, this happens at about 7.4 psi. And, as RVP is
lowered, the benefits from evaporative emissions diminish.

Auto driveability ié affected at some pbint. Cars
are harder starting and hesitate. Auto makers have voiced
their concern to EPA for RV? levels'below 6.6. There’s also
a safety consideratioﬁ. Very low RVP and low temperatures
in April and October could combine o prdVide explosive
nixtures in fuel tanks. |

As recently as the April 22 -- April 22nd, 1994
staff report, the staff states that -- and I quote -- "3
value of less than 7.00 pounds psi could adversely affect
driveability and increase the explosivity potential of the
fuel." Page 7. -

Since these very low RVPs have not been researched
sufficiently, the American Petroleum Institute has initiated
a testing program to investigate this potential problem.

Since adoption of Phase 2 gasoline, EPA has
finalized their own reformulated gascline rule. That rule

dincludes a provision that fomithe .first: .time jplaces- &id

ptrégulatory minimumiRVE regiiirement:ion rald stefdrmplatedandr,

-
=

gt §
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- 1 conventional gasoline; The minimum is 6.6 pounds per_squaré
2 inch. | |
3| "As you Can‘ndw_see,-if'we must.ﬁeet both a 6.9
4| maximum and a 6.6 minimum,rwe no longer have the operating
15 - range to:accommodate even typical test variability in.
6 | refinery laboratories.
7 , ' . Targeting 6.75, halfWay between thé max and the
8 min, only.eﬁens out the chances that we will violate them’
9 | both. API and Unocal:haﬁe_discussed this_iSsﬁe with EPA,
10 | who (sid) is éonsidefing some technicai cbrrections to thé
11 final rule. _ _ .

12 - :"-'EPA'drafted a prOPOSél-to reduce the mihimum-RVP
a 13 | té 6.4.7 In a lefter dated only four days after that draft
- 14 | was circulated, the American Automobile Manufacturers
15 Association objected to such an approach, among other
16 things.
17 In a conference‘call with AAMA on June 2nd, I and
18 several other industry representatives were able to resolve
19 all of our issues with AAMA, except the RVP minimum.
20 In November, 1991, Unoccal suggested that the
21 industry be allowed to average RVP. Today, we are again
22 suggesting RVP averaging in a way that will not impact
23 expected emission reductions, but as a tool or increased

2480 flelekll'tyandas_;ayay out of the box we are An..g. dws: S | etio

S , ’ . e 5 . : .
=i Bven (1 E@EPA, increases thetQEﬁnaﬁmﬁgﬁﬁﬁﬁgﬁgﬁﬁéﬁiﬁ@?%,_ﬁlkﬂf?

1
X
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1 lowering the RVP minimﬁms, the lower rénge falls into the
2 | unknown driveability and explosivity realm, And you may not
3 -want us to produce at thosé low.levels.
4 _ In addition, the RVP the vehicles get at service
5 stations Will be even lower as the fuels eﬁaporate
6 downstream. This would result in_very le sii—poundrrange
7 | fuels béing deiivered to vehicles at service stations.
8 _ o dur proposal is to average RVP. Keep the.flat
‘ 9 :limit_ét 7. pounds, buﬁ'eétablish'the‘averaging‘level'at 6.90
16 with a 7.1 cép.. | |
11 - ) | Averaging at 6.9 will allow industry to target é
312 6.9 level with plﬁs or minus two—fenths,'while'maintéihing -
13 RVP within the originally'expected range. | |
14 ' . This proposal could provide pipeline companies
15 some comfort in raising their specification to the cap of
16 7.1, knowing that they will have an average 6.9 fuel, will
17 have room for vapor recovery activity, and still would
18 average below the flat limit.
19 ‘ In the final statement of reasons for the Phase 2
20 rule, the staff responded to Mobil 0il’s suggestion that a 7
21 psi maximum would result in 6.6 to 6.7 RVP production with
22 this statement. And, again, I quote.
23 s "An RVP limit of 6 psi is needed to achieve
2 e gaid s phemrequi;%g h@t-sogkhadi@rgaiyzand running loss
! i ,

. 1 P ; 5. . . ) & - . - L .
sran. toenissioniréductionss - Wendosnot believe that a.. o g aeil
: ]
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108 .

limit of 7 psi will reéuire réfiners to blend
their gasoline to’levels of 6.6 or 6.7. The hew
‘automatéd_test instrumenté that are currently.
being used have greater precision than the older
Reid method. The use of these instrumenté will
enablé refiners to bleﬁd'gasoline.closér to the
actual regulatory limit.®

In my mind;.to.be closer to 5 than 6.7, we wouldlhavé to be .

at least 6.85. In calculating the credit for RVP

- reductions, the staff determined the grams per mile

emissioné at 7.Q,_not 6.9 or 6.7. That’s the technical
sﬁpport documéht, Appendix 13;. |

rAn average RVP of 6.9 would, therefore, appear to
be consistent with the RVP anticipated by staff.

There’s one additional reason to adopt an
averaging specification. At the November, 1991 hearing, I
predicted that the CARB Phgse 2 specifications would exceed
any standard EPA might set for federal reformulated gasocline
for the year 2000. I was wrond.

CARB Phase 2 gasoline specifications entered into
the EPA certification model, which.is the only way to
determine compliance, will not meet the year 2000
requirement for VOC reductions. However, entering 6.9 psi
for RVP will make .CARB:Bhase 2 qualify.in.eohesyear 22000010 5

Andga@entainiyygCERByBﬁaQQﬁEEgasdkineiwﬂﬁ&iﬁé@aéq&agbﬁ@ﬂnqﬁimjf
; i ? '
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‘product under the year 2000 standard, because we don't

expect.any average:gasoline to be, above 7 and probably hot.
above 6.9. |
| | -Although Unocal has been discussing this issue for
some £ime,lwe do not feel that it has received the
ezamiﬁatioﬁ appropriate to the situation. We therefore
reSpethully request that thé”Board adopt.the folloWing'
resolutioh:' |
| Ee it resolﬁed that thé_Boaid directs fhe'
- Executive Officer tolwﬁrk with industry and
otﬁer_interested parties_to:reexamine_RVP
avéraging,.and toischedule a fuleﬁaking.héaring B
no later than January, 1995, for the Board to
consider adoption of any recommendation that may
be developed that would provide industry
addifional flexibility while preserving emission
reductions.
I'd be pleased to answer any questions you might have.

SUPERVISOR RIORDAN: Thank you, Mr. Lamb. Let me
call first on the.staff, if there is any response to your
comments in your presentation, and then we’ll open it up to
Board members for questions.

MR. SIMEROTH: Supervisor Riordan, I7d like to

{erstart ¢ff by saying that we’ve been.working:with the wmei weop

aae e

TrE T PETERS SHORTHAND REPORTING :CORPORATION &
" 5336 BR@SHKW'ROAD;’ SUITE 240, SACRAMENT(, (A 95827 {916) 362:2345:




S 11

13

110
1.|. Pipeline, which is the major distributor in California; _
2 They‘ve agreed not to set the 6.9, but set it at 7.0, which
3 '_would be cOnsistent_Witﬁ our standard. _

4 So, Unocal Would_not be targeting.the 6.9. th
5 would be'targeting the 7.0. Sb, that’s cne—tenth back;_
6 MR. LAMB: We-would be targeting whét?: . .
7 MR. SIMEROTH: 7.0, not the 6.9. The pipéliﬁe has
8 | agréed ndt to set a 6.9; they’ll set a 7;0 as fheir
9 fequifement fdf.receiving gaSoliné. N
10 | ,lMR. LAMB: Thatfs good news. _
MR. SiMEROTH; Yes. And we’ll be wdrking with'£ﬁe
12 iother sméllef pipelihéé'tb geﬁ a_similar'tybe-agreemént;;-
and, if not, thén we’ll éerﬁ&inlylbe alerting the.Board to
14 that result..
15 So, I think that’s part of the thing. In terms of
16 the == when the regulation was originally adopted, we were
17 expecting the average gasoline to be 6.8 in production. I
18 realize the technical support document used 7.0 for
19 calculating benefits, but that’s for doing a cost-
20 effectiveness calculation for the report.
21 SUPERVISOR RIORDAN: Any other comments by staff?
22 | Let me then open it up to the Board. Are there any
23 questions that any of the Board members have? Mr. Calhoun,
u.24aruforxour;wgtnessgbzwﬁﬁnﬁﬁﬁi¢n; IeT:
Ly 25 G;MR;vCALHD&Ni*mMi&:Lamb, incidentallﬁﬁriﬁrgmémbﬁrg
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your 1991stestiﬁony. |
MR. LAMB: I remember yours, too,.Joe.
(Laughter.) | l _
MR. CALHOUN: I think you mentioned on page 9 of
your statement, "in a conference eall'with AAMA.on Junelz,-I
and several other 1ndustry representatlves were able to |
resolve all our issues with AA<A, except the RVP mlnlmuﬁ n

And why were you not able to resolve the -- where

~is the difference now between you and ARMA on the RVP 1ssue?

- MR. LAMB: I thlnk the testlmony that you-heard
rform ARCO was true to the extent that I don’t belleve
there’s an AAMA concern, particularly in California.

But this is a national issue, and there is a
concern across the nation that they’re in the same box for
slightly different reasons. Pipeline companies in the rest
of the country are -- let’s put it -- much, much more
conservative in some cases than how we operate in
California, only because of the distrust of the EPA
enforcement mechanism.

And, so, they‘ve essentialiy put them in the same
box. This regulation applies nationwide. 8o, I think

that’s the source of their real objection, is the fact that

- moving:from 6.6 down to..6.4: wonld dapplysmationwide. 2And I'm

. o P LR i ] Y. o _n-—‘.' P Cges '
'emputtlng;myself;imﬁthegrm;ﬂﬁﬂpﬁ@gﬁabﬁlmemenﬁmagﬂs:accurate
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~ based on my conversations with Walt Crutcher (phonetic), for

- instance, and others.

MR. CALHOUN: Were there any comments relative to
driveability?
MR. LAMB:"Well,'that is their concern. Aand

that’s why I say I don’t think it’s a California concern. I

think it’s a nationwide concern. But it is in the way of

getting an EPA favorable ruling, because the rule is finalQ
And in a direct final, when they put that out =-- within a

couple weeks we hope —— if there’s any controversy at all,

‘that will be.yahked; And the change will not be made. So,

it has to be a totaliy uncontroversial proposal}

| MR. CATHOUN: A1l right. Thank you.

SUPERVISOR RIORDAN: Are there any other Board
member questions? Seeing none, then, Mr. Lamb, we’d like to
thank you very much for your testimony. And let me call on
Mr. Doug Youngblood next from Texaco to provide testimony on
this item.

MR. YOUNGBLOOD: Thank you again. My name is
Douglas Youngblood, General Manager of Environmental Health
and Safety with Texaco Refining and Marketing.

And I’d like to comment on the proposed amendment.
Just very briefly, because of the:timing, I deo want to again

compliment the staff .on.working.with industry. . It Wwas Meny: o

dbd: wergefishreguenti

|
encouraging: effortiinsthatunotyondy:

|
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1 congtant interface and frequent response ffoﬁ the staff,-but'
2 we‘also had the venefit of an aceelerated activity,
3 i'particularlf over the past six months.
4 ' ' first, regarding the predictive model, Texaco
5 strongly supports the adoption of the flexible predictive
6 model. Meeting the Phase 2 gascline requirements on a day-—
7 | to-day pasis presents a high operating challenge unlike any
8 other the industry has faced. We;re tfying to meet'eight
9 | specifications that are ell mandated, and:it’s a'mueh more.
10 difficult challenge ihan we’ve had in_theipast'in meking
11 gesoline.' |
12 7 o _.We believe thaﬁ the predictive model ean.increese:
13 flexibility in the production of Phase 2 gasoline. We
14 believe that this flexibility will manifest itself in lower
15 cost, increased production capability, and reduce supply
16 disruptions. And I’11 talk a little bit about that issue a
17 little later.
18 We have met with staff on our own and through WSPA
19 several times during the development of the model and have
20 evaluated all models supplied to date and as they apply to
21 our specific¢ refineries. We can endorse the CARB 8 model
22 that the staff proposed today with one caveat. We have not
23 received that final model and will evaluate it as scon as we
‘AwiﬁpﬁgmﬁoweQer;ithe reason we feel we can enda:se;imﬁis.

snberauserwe’velevaluated all .thesmodels aip stesidaterwhitchinddbs oy

1
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o 11 contain most of ﬁhe characteristics of the final model being
2 préposed, We anw, basically, what the final model changes
3| are, and wé'anticipate-that it will be‘f&lly acceptable to
.4 ; us. If we do have any cdmments rélative to the final model;
5 we can provide those in the 15-day package.
6 | o Next, I would like to address'the issue related to:
7 : averaging protocol'in the Phase'z-régulations; We ﬁave |
8 shared with staff a Statistical énalysié indicating_that
9 ravéraging is essential -- and I'want5télundeystand
10 |- ﬁesééntial" —-— in the success of the ?hase 2 program...And'
11| let me digress a minute and‘expléin what we did.
120 We bésically toék all the streams that into
N 13 gasolineiblending, simulated how they would blended in
14 gasoline operations -- not how they are done £oday,'but with
15 a more sophisticated blending characteristic. BSo, we saw
16 the variability of theée streams as they were coming into
17 the blending, simulated the final gasoline blends, and did
| 18 the averaging protocol, where we looked over a period of 270
19 days and basically averaged gasoline during that period.
20 Through that averaging protoéoi, we could see the
21 benefits of averaging versus meeting a per gallon spec. And
22 that’s why I say it’s essential to combine the flexibility
23 |rrof the model with the averaging protocol being provided by

- 24 1 the staff. . . o crewopwesrss ghadclor

: I .
.ﬁyaﬁEiﬁalhyﬁﬁk%daiikaﬁt@ﬁadﬁmess the RVP enforcement oz paws 40K
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“this afternoon.

You are aware that'the Phase 2 rule impoées a 7.
?ound_limit on RVP and that the EPA, for the South.Coast and
San Diego through 1997, imposed a 6.6 pound minimum. And
there was a discuésion on whether that would be dropped to
6.4. But Denﬁy Lamb made a.good.ﬁoint that.that will oﬁly
bé dropped if there’s no céntroversy. And right now there
is a coﬁtroversy on that issue with the autos objecting.

Further, you‘ve heaid that driveability, which is
the athmobile industryfs concerﬁ; is really not a problem
iﬁ California. To expléindthat:a'liftle further, the
spe?ificaﬁions on CARB 2 gasoline actuaily have the 90 -— 50
percent distillation point and 90 percent distillation
point, lighter than most gasolines in the rest of fhe United
States.

'The driveability index is primarily -- the biggest
factor affecting it is the 50 percent boiling point of
gasoline. 8o, that’s why California would not necessarily
have a driveability problem with CARB 2 gasoline, where they
may be concerned for that with lower RVP fuels elsewhere.

But that doesn’t mean that EPA is going to drop
that 6.6 pound limiti Right now, the reading is they may

not, because they .do hawve. this controversiy. havs this oo
- g

shkefgras oonllnolookingat-olirraverdgi dgiaiodel andnbookings at

issue, which has been discussed quite a bit this morning or -
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: blendinglgasoline over a'lbhg péripd of time, that model not
. only allows'ﬁs to look at how the.averaging protocols work,
. but we can lqok at every blend of.gasoline and determine how
many would exceed the specificationé.

And what we found out, with a 6.6 to 7 pound
range, with a wéllféontrolled gasoline blending operatipn, a
little over 20 percent of the blends would be off spec.

That means you.could not ship that gasoline;fand
fhere would not necessarily be an easy way to_correc£ it, 
The concern we’re expressing'is-ﬁot only a concern of
blending gasoline, but supply disruptions that could be
created for this. | B

So, we.think this is a serious mattef from mdre.
than oﬁe perspective. We’'re not proposing a specific
solution today. 21l we’re asking is the Board basically
instruct the staff to take a serious look at this iésue, get

the input from industry, and report back to you in a

reasonable length of time on this issue, becauseriﬁrcould
create a significant supply disruption problem in the
marketplace, and it really needs to be addressed, because
that’s one of the concerns I know that the Board has vis-a-
vis the diesel experience.

That’s really —— I think 1’11 stop for brevity,
- +because you have quite a bit to, coveris I think.;hatmissuew;;@*

- wihere, though,Aiséﬁw#eﬁgﬁk3§gﬁSsﬂegihatﬁyounsﬂﬂdid}tam@mmﬁhaﬁr
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1 under serious consideration, because we’ve done sone
L2 simulation work with what we thought was good blending. We
3 see a problem there created by this, and we thinkuit needs

4 to be addressed.
5 . . We’re not proposing a solution, because we think
6 it really needs to be looked at thordughlyfr And we think;
7 though,_thét a solution might be possiblé withou£
8 jeopafdizing emissions and while still assuring supply for
9 the éustomer.
10 | : - So, that’s all the comments i have.. If there are
11 any guestions, I’d bé.giad to answef them.’ _ | |
12 o 7- : CHAIRWOMAK SCHAFER: _ifé'there any questions;for'
7} ‘13 Mr. Youngblood? Any comments from stéff. 'Counsel, did you
14 | have a comment? Okay. If we’'re all set, then, thank you
15. ﬁery much. I appreciate your additional testimony this
16 | morning.
17 At this point, I’d like to recognize Mr. Chuck
18 Morgan of the Mobil Corporation. Mr. Morgan?
19 MR. MORGAN: Good afternoon. My name is Chuck
20 Morgan. I’m Manager of Environmental Affairs on the West
21 Coast for Mobil 0il.
22 First of all, I‘d like to add my appreciatiocn to
23 the staff for their cooperation in dealing with Mobil and

024 ~WSPA-Ofi working throbgh the myriad of complex details.. usdoy. .| .

] B
1Aéfdﬁzgﬂﬁymnvgiveduxn.the'pmﬂd$ctlve model and.:théaverdguigiprotocal

e by e s it i i e i i e o S B
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o 1| we trust that this same spirit will cérry forward in dealing
2 | with the remaining implementation_iséues for Phase 2
3 gasoline.

41 - Mobil also supports the prediétive.modél énd the
5 | associated impleﬁentation rules that are being proposed by
6| cars.
7 This pro?osal will provide us-also with a.workéble
8 flexibiiity optioh for meeting the stringent CARB Phase 2
9 requirements. The model should also enablé us to assure

10 | more rateable and reliable supply of Phase 2 gasoline

11 wifhout any degrédation of the air qﬁality benefits.

12 B _'While the model may ho£ be perfect in every ;

)p" 13 | regard, we believe it is a reaSonéble reflection of the test |
- 14 data and contains many of‘the elements that we thought are

15 important.

16 Therefore, again, we urge its adoption.'

17 Furthermore, we recommend the use of the adopted medel be

18 held fixed without the threat of a continuous stream of

19 changes based on just small additional test data.

20 Obviously, if there’s some earthshaking'finding

21 that substantially would change the relationship between

22 emissions and fuel parameters, then a change could be

23 considéred. But we would really not like to see a lot of
24 ..changes in the . predictimvermedelinithe-near term. The

S prospect. of potentdal futprenchanfies: worldincrease the . wo

[ [
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uncertainty of complying_with Phase 2 requirements and fisk
compliance delays.

In.terms_of Phase 2'implementation, Mobil is also
concefned about the potential lack of RVP operating
flexibility, at least we’ve come cross one contentious

issue. And we would support further work to at least look

“into this, including'at least considering RVP‘averaging.

Again; we don’t know, necessarily, what the
solution to this is.. But we’d at least like to get some
recognition-that théie is a potential problem, and that more
work is appropriate.

We would, howevér, agree with the staff that use.

of the predictive model should not be used to generate RVP

credits, because we question the RVP emission effects
predicted by the preoposed model. We’re also pleased with
the proposed changes to the averaging protocol. These
changes, combined with the reasonablé enforcement approach,
should also make this a workable flexibility option for us.
We again trust that the compliance division will
be responsive to our concernsrabout enforcement and will
cooperate with industry to develop an approach that will
avoid limiting the flexibility of this option, while still

maintaining enforceability.i:

In regard. to.any. vehicle, and. fuelicompatdbdddy: co [

congcerns;. we’re: a.p7léﬁ$:e'd§%§¢hﬁﬁ’7ﬁ GARBz4d & going: toltialcer;

‘*“Quf;fRETERSLSHQRTHAND*REEQRE%NGECDHPORETION
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’: | 1} leadership role in investigating_these'issues in advance of
2 | the introduction of Phase 2. And, if we are asked, Mobil.

3 would be éléaéed to contribute its expertise in this area.
4 | i’m going to keep my éqmments somewhat brief,
5 ‘”because they’re basically supportive of WSPA, and they rﬁn
6 parallel with a lot of the other comments. Sc, I71l just go’
7 to my final point{ We urge CARB to clarify as sooh as |
-8 | possible the variance ?rotocol to assure the'faciliﬁies do
9 not ﬁse CARB’s delaylon the_predictive model or any ofhef
10 | changes in the rule as an excuse or justification_for
~11} missing the deadline.
12 | Liberal granting of variances will create busiﬁess
13 undertainty and disrupt bompliande. Therefore, any |
14 | wvariances in our view should be limited to unexpected events
15 beyond the control of the applicént and should include a’
16 miﬁigation fee large enough to discograge noncompliance.
17 In conclusion, Mobil’s committed to meeting the
18 requirements of Phase 2‘gasolihe. We appreciate the
19 flexibility afforded by the predictive model and the
20 averaging protocol to help assure a smooth transition to
21 Phase 2 gasoline. We urge the Board again to adopt it and
22 the averaging proposals, and to assure that an appropriate

23 mitigation fee will be assessed for noncomplying gascline.

Csizan eosedsll o During rule development in . 1991, :weschallenged . the .ifuiswn
Lens et 2En) Wogtreffectiveness of samerof ftheprovisi ons ofuthe RPlase i2vigitns oo

iz . P N b e
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specification paékage. However, since adoption, we’ve_,.
committed substantial resources toward complying with the
rule'and_ndw are supporfing CARB's.objeCtiﬁe of an orderly
and émooth transition ﬁo Phase 2 gasbiine;

Thank you. |

MR. LAGARIAS: Madam Chair?

CHAIRWOMAN QCHAFER: Thank yéu very much, Mr.
Morgan. Mr;.Lagarias? |

'MR. LAGARIAS: Mr. Morgan, you’ve voiced concern
‘about the predictive model and any changés to it.in the
fﬁturg. Since the model has'a strong database now and any
other tests would only serve to add to our state bf |
knowledge in the model and its robﬁstneés, and since the
staff has said that, if any changes were to Ee proposed,
they would come back to the Board for a hearing, at which
time these changes to the model would be presented.
Wouldn’t that satisfy your concerns about the predictive
model and possible changes in the future?

MR. MORGAN: Yes, assuming that that process would
mean that the change would have to be substantial before
they would take that initiative.

MR. LAGARIAS: Well, let’s ask the staff. Are you
goiﬁg to come back everytime there’s a little blip in the

-gmodel?.d_ﬁ;-‘”;jquﬁ DRIy
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1 ) - MR. VENTURINI: No.
2| MR. JENNINGS: No.
3 _  MR. LAGARTAS: Well, I guess the reading is in

4 | what comstitutes substantial. -And I think that the staff

5 doesn’t do any more Mickey Mouse work than you would want to

6 see..

7 | -+ MR. MORGAN: That’s encouragihg-to hear.

s | ~ (Laughter.) |

9 i - CHAIRWOMAN SCHAFER:. Pe:haps even nore important

10 | is who gets to decide.

11 | (Laughter.)

12| CHAIRWOMAN SCHAFER: Any other questions for Mr. -
13 | Morgan aﬁ this point? | |

14 | MR. MORGAN: Thank you.

15 CHAIRWOMAN SCHAFER: If not, thank you very much

16 for your presentation this morning.

17 MR. PARNELL: I'm sorry.

18 CHATIRWOMAN SCHAFER: Oh, I'm sorry. Mr. Parnell,

19 I beg your pardon. ©No. I’'m sure he’d be happy to --

20 MR. MORGAN: ©h, I‘m sorry.

21 CHATRWOMAN SCHAFER: I'm SOITry.

22 MR. PARNELL: No. This wasn’t a question. It was
23 only a statement. It was relative to what -- the

24 conversation that had .gone on....I:thimk: indusgry: - your

. 250puw podnt is Well_takéﬁE%—yathieastzwith;ﬁéwuand-Iﬁmﬂsuie the

g 13

w5 PETERSY ' SHORTHAND D REPORTING CORPORATION: RHDLAL, G
3L 3336 BRADSHAW ROAD; SUITE 240, SACRAMENTO, CA 95827 / (916) 362-2343 :




- 13

14

15

16

17

18

19

20

21

22

23

24|

“qg25t

123
rest -- that industry can abide by regulations as long as

they understand them and as long as they know that they’re

not-gdihg to change from day to_dayQ And that’s the

Concérn, and I —— or I read that as being the concern, and I

~think -- I hope that what I see, and I think, through having

talked with staff, that it is fully their intent to only

come back with substantive change, because they understand

-thié as Well.

So,; thank yoﬁ for making the point.' And,
hopefully, my comments clafified and, if not, I'm sorry.-

(Laughter.) |

CHAIRWOMAN SCHAFER: "Thank vyou very mgch,'Mr;
Morgan. At this peint, I‘d like to.recognize -- there are
two witnesses from the.Exxon'organization, and you may have
a preference in which order you’d like to testify. Mr.
Eizember and Dr. Bird.

MR. EIZEMBER: Yes. I'm Mr. Eizember.

CHAIRWOMAN SCHAFER: Mr. Eizember, certainly.

MR. EIZEMBER: I have some viewgraphs. So, if we
could have the lights lowered, please.

Good afternbon, ﬁadam Chair and members of the
Board. And we’d like to thank you for this opportunity

here. My name is Tom Eizember, and T am presenting these

comments on the proposed predictive .model  on.behalfiof«Erxon: i -

Companies USA... &b~ "Humgiss

23
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The first slide.

" We don’t seem to have the first slide. Could I

- ask for some audio/video assistance over here?

MS. HUTCHENS: He is not here right now.
MR. EIZEMBER: Then, let me just continue. You
have copies of my slides in front of you or you should have.

If you could just go ahead and turn to those, I will work

off of those.

The first slide shows two statements --
(Thereupon, the computer-assisted slide projector
was adjusted by Mr. Valdez.)

MR. EIZEMBER: -Okay. The first slide shows two

statements which were taken from the announcement for this

wmeeting. The first statement basicallylreferences the fact
that the predictive model and the averaging are proposed to
provide flexibility and, at the same time, not sacrifice
emissions benefits or enforceability.

The second statement expresses the expectation
that has been enumerated a number of times today; that the
flexibility will reduce production cost and minimize the
potential for supply disruptions.

We don’'t believe that the predictive model is

going to fulfill this expectation. The flexibility of the

.proposed model is severely limited, particulariy. by:stwo .

wipelity decisions. 2nd, as a resulticithe fimalmodelswerido, Lng. £1kal
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1 not'believe will provide any meaningful flexibility.
2 Attémpts to change these deéisions have been
3 . unsuccessful, and we’d appeal to thé Bqard-to reconsider the
4 position on these two issues. Ifm'going £o.use an example -
5 to demonstrate this limited flexibility.‘ This slide shows
6 the basis for that example. |
7 I’'d like to compare the flexibilify that’s
8 proviﬁed by the CARE 8B predictive model to the EPA complex
9 model. The EPA model is the result of an extensive
10 development éffért between industry.and_govérnment. It
11 represents a.valuable benchmark.
_12 As mentioned, there may be'some”differences in
tg 13 véhicle populatioq and emiséions ihventory in California,.a
14 different basis than the EPA model. However, we don’'t thinlk
15 there’s a logical basis for dramatic differences between the
16 models.
17 Any substantial differences ought to be understood
18 and rationally justified.
19 | I‘d like to contrast the relative flexibility
20 between the two models using an example fuel. That fuel is
21 shown on the right-hand column of this chart. For this
22 example fuel, we’ve reduced RVP, benzene, and sulfur in
23 excess of the required reductions under the Phase 2 flat
24 specifications;-;s.p..i e B e L L R R el
e 2B RS B We’ ve: c;h;c;sr-;zn;.:at.hes-e . thraea;:Changie;sa‘ghﬁcmlzsm.‘c:-:-lieyw may

A R e e T e ey R L B LI TR
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present reasonable alternatives to generate emissions

- offsets that we can use to allow modifications in the other

specifications.
Putting the numbers for this example fuel into the

models, we can then calculate allowable revisions to the T90

and the olefin specs, while maintaining the emissions

benefit of the CARB Phase 2 specifications.
T90 was chosen for this example, because the low
Phase 2 specification level is likely to force a substantial

reduction in gasoline producibility. T90, of course, is the

temperature at which 90 percent of the gasoline is

evaporated.

| To ;educe this temperature from the current level
of about 330 degrees to the Phase 2 specification of 300
degrees requires us to remove the heavy portion of gasoline
from the current gascline production into other fuel
products.

Meaningful flexibility in adjusting the T90 spec
would help meet the expectation of reducing the potential
for gasoline supply disruptions. The olefin spec is
included in this example because a number of analyses show
that it’s a high-~cost step relative to its emissions

benefits.

The next slide shows themallpwableuchangeg;inﬁtmamuyggL@

-3 T90 and olefin specificationsithatiiwe rgetiifromiisingttherrwa i
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models. Notice that in the right-hand column, the EPA model

allows a 30-degree increase in T90 and more than a 2 percent

- increase in olefins, all while maintaining the emissions

performance of the Phasé 2-fuei.'

The T90 change from the EPA model would
essentially eliminate the producibility impact of the Phase
2 TS0 spécifiéation in this exam?le.

Next, looking aﬁlolefins, we see that the EPA
model allows an increase from 6 to about 8 percent. That;s
é reduction of about SO.percent of the severity of the Phase
2 specification. Again, the EPA model assessment is that
both of these changes could be made.while maintaining he
emissions benefit of the CARB Phase 2 specs.

Unfortunately, the Air Resources Board model only
allows about 20 percent of the revision of the EPA model.
The T90 and olefin changes allowed in the ARB model are
pretty small compared to the base seﬁerity-of the Phase 2
specifications. And, as a result, we don’t believe that
this model will really provide a meaningful improvement in
gasoline production cos£ or supply availability.

Is there a justifiable reason that the ARB model
is more restrictive than the EPA model? We don’t think --
we don’t think so.

,m;;;J€Mosthffth$ reduced flexibility of the EBA models. -

1

st

¥
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1 modsl excludes the effect of evaporative emissions.
2 Evapoxative emissions make up a substantial porﬁion of
3 automotive emissions --. half or mdre,_depending on your
4 -assumptions; |
5 - The EPA model gives significant consideration to
6 evaporative emissions. By excluding evsporative emissions
7 fiom consideration, the CARB model excludes aﬁ.area'of large
8 potential flexibility. We've objected to‘excluding the
9 evaporative emissions in ths past, and Ws have yet to see a
10 | justifiable argument fof this.exclusion.
11 Secondly, the ARB model uses potency weighting
12 | factors to determine toxics equivalency, unlike fhe EPA
13 model, which uses mass toxics.
14 The potency-weighting factors used by the Air
-15 Resources Board have been questiocned by industry, especially
16 the very high emphasis on 1,3-butadiene, which is one of the
17 four toxics. We’ve objected to this toxics—weighting- |
18 decision in discussions with the administration, when it
19 became apparent that the staff was unwilling to change the
20 position on potency weighting.
21 Mike Bird from Exxon Biomedical Sciences will be
22 entering some additional information on toxics potency
23 weighting, particularly around 1,3-butadiens.
C 240 e These‘poligy;decisionsﬁomgeyaporhtive emissions

=_fggxﬁi25a;;aﬂdﬁﬁéxics@weightiﬁ@@Sexereiym&imﬁé&h@@ﬁi&gxibility of theuoie|flkeiiy

s s
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ARB model, and they are going to prevent it ffom fulfilling

.your expectations.

The bottom of this chart shoWs a number of minor
igsues in the érea of modeling technélogy;' And, in faét,
those issues are addressed by éome of the changes that were
proposed this morning ——_thiS-morning by Mr. Fletcher, so I
won’t say aﬁymore about them. | |

In sumﬁary, then, on the last pége —-— first of

all, as everybody else has done, I would like to recognize

“that this modeling effort represents a very substantial

effort by the ARB staff, by WSPA, and by 1ndustry to get

'where we have gotten today

That effort needs to be recognlzed and it needs to
be commended. We’re very appreciative of the serious
consideration that the ARB staff has given to WSPA's
suggestions.

However, the staff has maintained that decisions
on toxics weighting and evaporative emissions are policy
issues and they’re not in a position to consider changes in
these areas.

As a result of this position, the ‘flexibility of
the model is significantly limited, and we believe that it
will not meet your expectdtions for a meaningful reduction
in Phase 2 gasoline pfddﬁction costsgarjxeduaﬁ&@ﬁﬁfﬁ*ﬁmata';;

G e T oy :;"L:—." ol Ut e
potentxal'for~supp£yfdismup$mmﬂsxax,L
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1 ) o Thank vou.

.2 : -7 CHAIRWOMAN SCHAFER: Thank you. - Thénk you, Mr.

3 Eizember.- Are there any questions the Board members have

4| for this witness before Dr. Bird makes his presentation?

5 , MR. LAGARIAS: I have a couple.
6 | CHAIRWOMAN SCHAFER: Yes, Mr. Lagarias.
71 : MR. LAGARIAS: I was surprised at your comments.

8 I.thouéht we were going to have a love-in today. Everybﬁdyr

9 else was all for the model aﬁd, then, here you.show up .

10 (Laughter.)

11 | MR. EIZEMBER: It wouldn*f be any fun if we all
12 ‘.ﬁhoughf fhe.same, ndw,_would it?

4L. ;13 MR. LAGARIAS: That’s right. Now,.as I recall --
14 and the staff will have to correct me on that -- when we had
15 the discussions on setting the specifications, the T90 level

16 was originally proposed at 290 degrees and we raised it to

17 300; was that correct?

18 MR. FLETCHER: I believe that’s correct.

19 MR. LAGARIAS: And you’re saying that there’s not
20 the flexibility that would occur if it went to 330 degreesl
21 for the T90 level? That’s whét you’re showing --

22 MR. EIZEMBER: I'm not suggesting that you raise

23 the specification in the flat specs from 300 —-.

T P R o elrd o g iy T —— D ey ey
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) 1 . MR. LAGARIAS: == predictive model that EPA has is-
2 |- different from the one that we}fe currently using. |
3 " , MR. EIZEMBER: Yes. 1I'nm suggesting that'the
4 examplé fuel that I used would allow us'tb cffset the
5 emissions increase from raising T90 from 300 to 336 by the
6 |. other changes that I showed you, but_the CARB ﬁodel will
7 nét. 'and that’s a reflection of a substantial limitation iﬁ
8 | flexibility. But.the EPA model still predicted -- I'm
9 { sorry-- still predicted noremiséions benefits changes.
10 | 'MR. LAGARIAS: Are you saying that the EPA model
11 | inclﬁdes-evaporative emissions and that the CARB model does

12 not, but the CARB model propbsed_the 7.0 flat limit for the§ 

! 13 | Reid vapor pressure because -- primarily to control the
14 evaporative emissions. Is this correct?
15 | But it took no credit for it.
16 MR. VENTURINI: Correct, Mr. Lagarias.
17 MR. LAGARIAS: How’s that?
18 MR. SIMEROTH: That’s correct, Mr. Lagarias.
19 MR. LAGARIAS: All right. And on the toxicity

20 potency weight factors, you’re saying that they’re wrong; is
21 this what you’re -- or they differ?

22 MR. EIZEMBER: We’re saying, in particular, the
23 | very strong emphasis on 1,3-butadiene, nearly 10 times the

rrhtoxics‘poﬁenCYubfﬁHéﬁZémﬂygwhich is the weighting given o= -lwaid

e

Safand € 1T the 'CARB model; - ig incorrect. And we haversome woi. - amif wis ki
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information on the 1,3-butadiene that we’ll be presenting

next.

MR. LAGARIAS: Isn’t that a discussion that sghould

be with the Reseéfch Screenihg Committee (sic) dn-Toxic
Emissionsfrather,than on the predictive model? Because we
can only go With what poteﬁcy factors are given -- are
developed bthhé Sciehtific Advisory Committee on Toxics.
MR. EIZEMBER: I'm sorry. I can‘t answer that,
MR. LAGARIAS: ,DO you want to &ommeﬁt; Peter?
* MR. VENTURINI: Yes, Mr. Lagarias, I’'d be pleased
to. “
| You're absolutely correct. The'éStablishment_of
the potency values for the individuél'toxic air contamihénts

are a separate process that involves the Office of

" Environmental Health Hazard Assessment and the Scientific

Review Panel, and ultimately the identification of a
compound by the Board.

-These compounds that are mentioned in the
testimony have had potenéy vélues established through that
process.

Furthermore, several years ago, there was
established a process —-- formal process, whereby any

individual who would like to have additional consideration

..of .an, establlshed potency valueh“a'process‘has been

“&@iestabLlshed for. thﬂmftOQﬁlﬂﬁEﬁQ;Mhlth Mouddﬁbe#ba51cally a

Al
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request to have the potency value reconsidered.
The studies would have to be provided. - It would

have to be peer-reviewed studies basically. That

information would be reviewed by the Office of Environmental

Health Hazard Assessment, consideration by the Scientific
Review Panel. So, itfs basicaily a very different process
to reconsider any established potency Valueé.

MR. LAGARIAS: Thank you.

CHAIRWOMA.N SCHAFER: Yes, Mr. Calhoun.

MR. CALHOUN: I think you also mentioned that the

- expected flexibility that others have testified to here

isn’t going to exist as far as Exxon is éoncerned. And is
there sométhing unigque about Exxoﬁ that Would“not allbw
Exxon to have the same flexibility of the other companies?

MR. EIZEMBER: I can’‘t speak for the positions of
the other companies. But I can say that in our looking at
it, we do not believe that you’re going to see a substantial
benefit from this predictive model. Yet we see continuing
references to statements that the model is going to reduce
supply disruptions and it is going to reduce production
cost.

And we’re concerned that the -- that an

expectation may be raised that will not, in fact, occur.

MR. CALHOUE; - I .have no.furtheruquestiqns;?_ﬁm PR St G

1

‘JCHAIRWOMAN:&EH&EERﬂu}Aréﬂthéréﬁaﬁyﬂéﬁhéi&qué§t¢bn3grﬁi?@

1
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1| for this witness? If you’d like to defer now to Dr. Bird,

2 I’'d be happy to take that testimony. I also would like to

3 remind you that the Board expects to break at about one

4| o’cléck,'so I’d appreciate the opportunity. We havé éne

5 more witness after Dr. Bird.

6 MR. EIZEMBER: Yes, thank you.
7 .. CHAIRWOMAN SCHAFER: Thank you.
8 DR. BIRD: Thank you, Madam Chair. I’m in a

9 'iittle bit'éf a quandary with regard to the process thét’s
10 just_been.outlined, because I dd Want_ﬁo address the cénCer
11 potencyifor butadiene.

12 ' . However, I also noted that a comment was made_that
13 reliance was on peer—reﬁiewed data. .And my testimony

14 reflects some data which has been generated in the last year
15 and which is just coming to the fore. So, I don’ﬁ know

16 whéther you will consider it worthwhile if I spend just a

17 very few minutes indicating that the cancer potency could

18 and should be changed.

19 If that is appropriate, then I‘11 be happy to do
20 that in a minimum of time.

21 CHAIRWOMAN SCHAFER: Yes. I think the point that
22 was made is only that there are forums -- different forums,
23 other than this particular one, to address that issue; and

v s 24 awezsyousknow, are not in a position to consider a jchange to ..l . Lo

vy 2stsethis  regulation in the absenceefdhe . procedssithatwowld toe TpPlie T

EORRLEENS
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lead us to a cohsideration of a change in these health
effects that you’re about to discuss. .

| DR. BIRD: Well,_iﬁ that case} then, if I maj,

I’]11l proceed. I will be aé brief as I'possibiy without
being a disservice to the science or yourselves.

My name is Mi@hael Bird. I’'m a toxicologist with
Exxon Biomedical in New Jérsey, and that is Exxon’s central
healfh research. I've.beeﬁ connected with butadiene
toxiéology for about the last ten yeafs, aﬁd I just really
want to bfiefly describe some of the reasons why we think )
the cancer potency factor should now be adjusted.

n.Some time ago, the Office-of:EnVironmental Health

Hazard Assessment and CARB have based the cancer potency for
butadiene on cancer data generated from experimental
animals, particularly the mouse. And, particularly, they
chose the lung tumor as an end point.

and this new data which I referred, now indicates
more strongly than ever that the mouse is, in fact, an

outlier. It doesn’t reflect the human situation.

And, in
fact, the rat cancer model would be much more appropriate;
even that, they’re requiring some adjustment.

As I say, more data is coming out. Much of it

will be in peer review, even this year. And early next

-

- B TR R S ot S
BT I. fA9) ..E.‘_‘.‘r;.a_t‘ .(f.,_.'& e -

TR REE CHata i sy

..year; “there will be-anfdnteriational symposium reflecting. ympe

B e T rrndi ap i e L e S sk dn
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That is the synopsis of my presentation. But I
just very briefly want fo indicate that the basis for the
cancer potency was animal data, Which showed an extremely
strong and potent response in the mouse of quite low
exposures --— 6 parts.per million of butadiene -- cancer of
the lung, cancer of llver, and also leukemla But in the
rat, by coqtrast to exposures of ‘a thousand ppm, you had a
very weak cancer response.
There’s also beeﬁ extensive human epidemioclogy, or
- population studies. And they have been ——'overall, indicate
no cancer, but péssiblf some indications of some activity in
the subgroupé.'-Aﬁd further'sﬁﬁdieé are in progress to
elucidate that. |
On my next slide, I show an extensive program of
industry research which has been conducted over the last
four- or five-year period, mnot only the human epidemiology
studies, which will be reported later this year, of some
18,000 workers, but also animal mechanistic studies and risk
assessment studies.
And I want to just very briefly cover the animal
mechanistic studies.
In my next slide, you will see that in the mouse,
as I’'ve mentioned,*there is a very potent leukemic response.
There. aze.also other. tumors.being:formedi. Weybelieve that’s

;1due;to;the§formati@ﬁ.hfiaepartihulémrhetéboliigabg@@gd.

o i o AR % 7 b i
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diepoxide (sic). We also find it very different in bone
marrow in the mouse compared to the rat or man. So, this

slide really just summarizes ny premise that the mouse is an

- outlier and doesn’t reflect human éXperience.

In my next slide -- recognizing that I'm going

rather fast -- and perhaps people are required to be

chemists to look at this. But} basically, on the left-hand

side, you have the species exposed to butadiene. That
butadiene gets transformed into a monoepoxide (sic). That’'s
indicéted in red, because that_is-carcinogenic. In the
mouse, that stays afound quite a long time. Buﬁ in the rat
and man, that’s quickly cleared as thosé rate constants
indicate."

In the mouse, that goes on to a diepoxide, that
red upper structure, which is highly carcinogenic. In rat
and man, that structure is not formed. So, there is a clear
species difference in the way that butadiene is metabolized.

For timing purposes, Tom, I‘d like to skip the
next slide and go straight on to the one which shows a
schematic of how we generate blood, all of us, in our bone
marrow. And what I’1l be indicating on this slide is the
fact that just a very few cells in the bone marrow on the

left-hand side of the picture there generate all the various

different blood types that. we have.eirculating arounds  :A&nd:: . bodeos

what we have found:is that wheniwe treat butadieng;-r.glvercat|.

.2 . PETERS 'SHORTHAND REPORPING:CORPORATION
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1] butadiene to mouse bone marrow, we find a very specific

2 effect in the next slide -- Tom -- which shows that a very

3 |. specific pathway is affected for the mouse, giving rise to -

4 | leukemia.in the mouse.

5 ' ..When we treat human cells and rat cells with

6 butadiene, we don’t get the same effect at éll. We get no

7 efiéct. Sb, what we’re suggesting is that leukemia is very

8 | much a mouse épecific effect.

9 wa, in my next slide -—- and I'm very nearly at

10 the end ——- I juét wént to.indicate that if you can start to

11 exciude various tumor types froi the cancer potency factor,
12 |" it can have dramatic implications. And what the iﬁdustry-is

Ji}- 13 suggesting to CARB and requesting is that we base the cancer

14 potency on levels of the metabolites, which we can now

15 measure very successfully in the blood. And that

16 information wasn’t available to CARB just a few years ago

17 when the initial cancer potency factors were set.

18 This data, as I say, will be available later this

19 yvear. And what we’re really requesting is due consideration

20 of that data. | |

21 And my final slide, I’d just like to summarize and

22 say that we believe, from an extensive program of toxicology

23 studies, that the mouse is an inappropriate species tc model

. gén%gthewhuman:health effects of butadiene, because. we. knowe.:, ..

puﬁgmyﬁ123ﬁﬁﬁdiﬁﬁézénceéﬁinxmétabolism, and becauseuwe knowridifferencesiu e fargy
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1 in bone marrow effects. We.believe the rat data is mu¢h

2 more useful, but even that requires mechanistic adjustments.
3 o | We're going to have ‘a lot more data available.

4| 1t's going to be presented at a peer—reviewéd symposium

5 supported by WHO, and IARC, and other bodies, including the
6 EPA.

7 E . And We.really would féqueét perhaps the

8 opportunity to meet with the appfopriate office tordiscuss
9 these cancer potency factors.

.10 B _ Thank you.

11 : CHATRWOMAN SCHAFER: = Thank you very much; br.-

12 Bird.'_Just so that the Board members understand how I

13 intend to proceed, I do intend to give Mr. Bordvick an

14 | opportunity to testify before we break.

15 Mr. Lagarias.

16 MR. LAGARIAS: I would defer to Dr. Boston first,
17 because he’s more knowledgeable.

18 CHATIRWOMAN SCHAFER: Dr. Boston.

19 DR. BOSTON: Thank you. That;s very interesting
20 testimony, Dr. Bird. I find it extremely stimulating. I
21 remember when butadiene was declared a toxic air

22 contaminant, there was very compelling testimony at that

23 time that it was extremely carcinogenic.

w24 |

et . And I‘beligvefthéﬂEPAxhadaalfeady declared it as a

quﬁxﬁgi25ééaiemieﬁéirf&bntaminh&ﬂﬂmﬂﬁﬁﬂitﬁéﬁﬁc&rﬂ&at that time alseismges il o
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'raised grave concerns about comparing humans to' laboratory
animals, and we still do. And we always guestion that.when
the issue comes'up;: But .the -testimony that we’ve had in the
past has always been to ﬁhe effect ﬁhaﬁ some cbmparisons
éould be made.

And your testimony now_shpws us otherwise. Itfs
extxemely interesting to.us. rBut we’'re not really.able to
chahgé the fact that that h@s‘béen declared a.t¢xic air
-contaminantland beeﬁ graded at this point at this heariﬁg.

That will have to go. back through another review process .as

staff indicated.

So, thank you for your teétiﬁony,;and.it.waS-verYw.
interesting.

MR. BOYD: Dr. Boston, if I might just volunteer
that staff, after this item is concluded, can talk to the
representatives of Exxon and‘explaih to them the process
that will need to be followed to provide their data to the’
risk assessors. And we’ll be glad to do that.

DR. BIRD: Well, perhaps at least I’ve achieved
the purpose of showing that perhaps the cancer potency
factor might well be adjusted and that could influence the
model proposed.

MR. LAGARIAS::.Dr. Bird, I agree with Dr. Boston

that the --.the gquestion of animal testsiand dhumah cests is

. o R R s o
.onesthat s -always. @'subjectiiofiicondern.s Butlljdhinkirthew el
) ! : .
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right area for this is to present this information to the

Office of Environmental Health Hazard Assessment to go

ol X
Ry R 1N

through this toxic screening process.

| Ahd we have one dther concern. We have edopted
the EPA’s standards of'what are health hazard air
pollutants. So, we have to comply, too, with what the
Federal Govetnment says about_these. But whether the
potency-figuree can be changed, I.think, is certainly a
subject that should be addressed if there are new data.

| DR. .BIRD: Thank you. And the EPA have also

indicated their willingness to meet again on this and lock

at the potency factors, too..

Thank you.

CHAIRWOMAN SCHAFER: Thank you very much; Are
there other questions from members of the Board at this
time? 1If not, I’d like to now call Mr. Duane Bordvick to
the podium, representing Tosco Refining Company, Vice
President, Environmental and External Affairs.

Good afternoon.

MR. BORDVICK: You said half my presentation
already. You have to say last but best, but that’s all
right.

(Laughter:)

K MR. BORDVICK: Thankﬂyoutiorhgiving,me,thee%=y, BRI el
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1f I am Duane Bordvick. I am with Tosco Refining
2 Company;” Some of you may'not be familiar uith Tosco. We do”
3 |. own and operate a srngle refinery in. Callfornla in the San
4 ,FranCLSco Bay Area, and produce about 10 percent of
5 _Callfornla s automotive fuels for sale to 1ndependent'
6 | marketers in the State.r
7 | o I/m goiug to paraphrase'my statement; "I have
8 submitted'some written comments as well. You can put Tosco
9 _dowurinrthe support column for the action today. That'’s
10 probably the summetion:of my:comments. |
11 We support the improvements and flexibility_in the
1z ‘regulatlon, support the comments made by WSPA. I would'like
"}%' 13 | to underscore that the importance of flexibility, which is
14 the theme today, is certainly an important -- for Tosco, an
15 independent refiner, but I think it’s important for the
16 whole industry and certsinly important for the State as
17 well. . |
18 I think there’s been a lot of good work done here
19 today. &And even though I would like to see action taken
20 today to adopt the predictive model and the other proposed
21 changes, I would add what others have sald and encourage
22 that we not stop here.
23 T think it’s really important that we try to
24.|. squeeze. every lastmﬁrop of flexibility we can from khe..

E

ﬁI thlnk-iIJSsQGng to be wvery. 1mportant Fox the:

SSITE
e L

3336 BRADSHAW ROAD, SUITE 240, SACRAMENTC; CAA9582L11(916):362:2345



~. o | - o - ) 143
1 success of implementation. I'think_it’s iﬁportant to the
2 | industry in California. I think it’s importaﬁt to the’

3 citizens_df_California that we do that.

4 B .Aﬁd We certainly-afe Willing to continue to work
5| with the Air Resources BOard.r Ahd they probably haven’t —--
6 are not tired of hearing the congratulati@nS-on the good
7 work fhey;ve dohe. ~8o; I'11 add my.congratulations and

| 8 | appreciation és well today. We,would be giad.to continue
9] to Work with them‘to_-vlwe’re very interested in RVP. We
10 think that that ié wbrﬁh_Continuing to lobk at} £hat it

.11 offers some promise bf increasing ‘some flexibility

12 | significantly. |

13 and we would not like to dismiss it at this time.
14 We are not interested at all in relaxing the standard. Wé
15 are ﬁot interested in reducing the ability to enforce the
16 standard. We recognize that these flexibilities that are
17 being added add to the burden somewhat to the industry énd
i8 add to the burden to the Air Resources Board as well.

19 | And I want to recognize that. I appreciate that
20 | they’re willing to help us by increasing flexibility, and -
21 perhaps, a little more record keeping needs to be done, a

22 little more records need to be reviewed. But I think it’s
23 well worth it. It’s very cost-effective.

24. | s wini 80y there’s some .other' things::that we’d be glad

x

e . 2 5

;aﬂtaﬁtaikﬁtdrthe;AiﬁﬂRésangesﬂﬁﬁ@rdﬁabﬁngyEand;they're i
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' addressed in my writtem comments to you. I won’t go into
them now. And I’ll‘1ook forward to.continuing to work with
the staff on implémentation:of-the'régulatiOn, |

We are still verylconcernedrabout the smooth
impleméntation,of the regulation. We afe still -- remembér
very WeIl.the eXperiénce in diesel. i would not stand here
and say that I expéct fheré wiil bé no problems,in 
imélementation. I hope there will be no probiems.

| Tosco, liké everyone else, is going fofward with
the proﬁects; We’re on sghedﬁle. We antiéipate that 
. everythihg'will‘gd smoothly. But this is a ﬁery compiex
 regulation, and we would —- it would be a mistake not to
énticipate some'probléms and to bé ready to deal with then,
even if that is with a variance procedure, which Tosco
supports, has always supported a variance procedure.

With that -- I hear some chuckles. You didn’t
think I‘d use the "v" word, did you?

(Laughter.)

MR. BORDVICK: But we do support the variance
procedure, and we support a fair procedure, and we think
’there is é good procedure in placé now.

And we think it’s -- the Air Resources Board has
the ability to uée that fairly&* And we look forward -- if

that becomes necessary,..and-we-hope it.doesn’t become ifspa® it i 5

P
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procedure is there to fix whateverhproblems.may occur.

So, I thank you for ybur”time.

~ CHAIRWOMAN SCHA?ER: - Thank you very much,.Mr,:
‘BOrdvick.  Are.there any Questionéjfidm ﬁéﬁberé df £he Board-
for Mr. Bordvick this morning?

'}Thaﬁk you vefy much --

MR. BORDVICK: You're welcome. _

| CHATRWOMAN SCHAFER: -- for your_patiencé. I
app;eciété it, but tﬁen you got the chance to have the last e
word. | '_ _ : |

MR. BORDVICK: Right.

CHATRWOMAN SCHAFER: So, that’s an aaﬁantage,v
also. | :

At this point, I’d like to ask the staff if they
have any written comments that they would like to summarize
to be entered into the record at this time.

MR. AMES: Yes, Madam Chairwoman. I have two
letters to enter into the record. The first is a letter
from CIOMA, the California Independent dil Marketers
Association. The first point CIOMA makes is that they
strongly support the proposed phase-in schedule for
reformulated gasoline throughout the market.

Secondly, they do express several concerns that

.z eenteri.around the formation of a task. force,.dssues such-as. .| ...

i
i
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1‘ ‘of_their letter is that ﬁhe'faSk force should act now to.

2 fesblve theée potentiél problems Wiﬁh‘CIOMA's pafticipatidn.
3 So, that éummarizes £he CIOMA letter.

4  CHATRWOMAN SCHAFER: Thank you.

5 _ . MR. AMES: Sécondlyf we have arleﬁter from Toyota.
6 4.And Tdyota étrongly supports the Phase 2 regulation,

7 .including the cap, averaging, and flat limits. Secondly,

8 .they'suﬁport the predicfive model proposal. Aﬁd especially

9 emphasize that the cap standard should remain in place.

10§ ' So, that summarizes the two letters today. .

11 ‘ CHAIRWOMAN SCHAFER: Very good. &hank you.

12 f — Mr. Boyd, does the staff have any further comment?
Y 13 7 MR. BOYD: A coﬁple of quick comments just for the

14 audience here and for the Board’s benefit. Staff is guite
15 willing to continue to work with the indﬁstry on the RVP

16 issue. We heard a lot of concern about it, and there’é

17 certainly a willingness on our part to continue to work with

18 them. And we’ll look to the Board for guidance on that.

19 And I’'d just like to say, also, as a way of
20 assurance -- at least from the staff perspective —-- to both
21 Board members -- at least Mr. Morgan brought the issue up

22 .| and both Jack Parnell and Jack Lagarias broached it. We’re
23 certainly of no mind to just change the model willy-nilly

wihie:24.|  andi we recognize the meedifor stability and consistency over.. ...

i

28 +Iongrperiods of tinésinvorderite. give industry..anizarzii. ., rdi fousedy
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‘opportunity to take benefit of the investmehts'they make.

So, they’d be-well thought out proposals before

"we’d ever brlng them to the Board. - And I'm certain you
~ would hear from other people that’ there was such a need
But, just on behalf of the staff, I wanted to indicate that

to the Board

And last but not least -since Duane brought up

the “v" word, the varlances are just as much a concern to

the staff as they are to the various members of lndustry who
eXpressed concerns about thelr use and the" srgnals that they
send, or the perceptlons that they seem to convey | And
again, I would just say we believe and we strive to be’ vejy
judlcious and cautlous in the use of varlences, and they -
have got to meet the criteria in the law. And we recognize
the conseguences of them. |

And I just wanted to assure the audience and the
Board that the same would hold true in the future. And we
recognize the significant investment that is being made in
reformulated gasoline, and recognize how signals are
perceived by some folks. Some of the reactions are relative
to the stock market; so, if you send a signal, there’s a
huge shockwave soﬁetimes when you don'g anticipate it. And
we would be veryajudicious in the use of variances, most

certainly.. oL

T T o AT
yo e

4 ! "_
L And thatitonciudes my Commentsi Loniy
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CHATRWOMAN SCHAFER' Thank you very much. I’d

'llke now to close the record on thls agenda 1tem I also,

however, would like to remlnd everyone that the record Wlll

‘be reopened when the 15~ day notlce of publlc avallablllty 1s

issued ertten or oral comments recelved after thlS

hearing date but before the 15~ day notice is lssued will not

d be accepted as—part of the official record on this agenda:
Cditem. |
When the pubiicfrecord-iS'reopened.for 15¥day‘f-v.‘v~f

- comment perlod the publlc may submlt wrltten comments on

the proposed changes, Whlch will be con31dered and responded_
to in the flnal statement of reasons. for the regulatlon

At ‘this point, I would llke to take a break untll
this afternoon. We have a meeting with the Regsearch
Screening Committee. I certainly want to give the Beard
members the opportunity'to review the resolution and to
further discuss it with the staff before we give it our
final consideration.

We will do that this afternoon. So, we are taking
a recess now for about an hour, thank you.

(Thereupon, the luncheon recess was‘taken.)
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