The Honorable Stephen L. Johnson
Administrator

U.S. Environmental Protection Agency
Ariel Rios Building

1200 Pennsylvania Avenue, N.W.
Washington, D.C. 20460

Dear Mr. Johnson:

Enclosed for your consideration is the Report of the Small Business Advocacy Review
Panel (SBAR Panel or the Panel) convened for the proposed rulemaking on the Control of
Hazardous Air Pollutants from Mobile Sources (or Mobile Source Air Toxics (MSAT) proposed
rulemaking) that the U.S. Environmental Protection Agency (EPA or the Agency) is currently
developing.

On September 7, 2005, EPA’s Small Business Advocacy Chairperson (SBAC) convened
this Panel under Section 609(b) of the Regulatory Flexibility Act (RFA) as amended by the Small
Business Regulatory Enforcement Fairness Act (SBREFA) of 1996. In addition to the Chair, the
Panel consisted of the Director of EPA’s Assessment and Standards Division within the Office of
Transportation and Air Quality, the Chief Counsel for Advocacy of the Small Business
Administration, and the Administrator of the Office of Information and Regulatory Affairs within
the Office of Management and Budget.

The Panel’s findings and discussion are based on the information available during the
term of the Panel. EPA is continuing to conduct analyses relevant to the proposed rule, and
additional information may be developed or obtained during the remainder of the rule
development process and from public comment on the proposed rule. Any options the Panel
identifies for reducing the rule’s regulatory impact on small entities may require further analysis
and/or data collection to ensure that the options are practicable, enforceable, environmentally
sound, and consistent with the Clean Air Act, primarily sections 202(1) and 183(e).

Small Entities That May Be Subject to the Proposed Regulation

Highway Light-Duty Vehicles

In addition to the major vehicle manufacturers, three distinct categories of businesses
relating to highway light-duty vehicles would be covered by the new vehicle standards: small
volume manufacturers (SVMs), independent commercial importers (ICIs), and alternative fuel
vehicle converters. SVMs are companies that sell less than 15,000 vehicles per year, as defined
in past EPA regulations, and this status allows vehicle models to be certified under a slightly
simpler certification process. Independent commercial importers are companies that hold a
Certificate (or certificates) of Conformity permitting them to alter imported vehicles to meet U.S.
emission standards. Alternative fuel vehicle converters are businesses that convert gasoline or
diesel vehicles to operate on alternative fuel, and converters must seek a certificate for all of their



vehicle models. Based on a preliminary assessment, EPA identified about 14 SVMs, 10
alternative fuel vehicle converters, and 10 ICIs. Of these, EPA believes 5 SVMs, 6 converters,
and all 10 ICIs would meet the small-entity criteria as defined by SBA (no major vehicle
manufacturers meet the small-entity criteria). EPA estimates that these small entities comprise
about 0.02 percent of the total light-duty vehicle sales in the U.S. for the year 2004.

Gasoline Fuel Industry

EPA's current assessment is that 15 refiners meet SBA's criterion of having 1,500
employees or less. It should be noted that because of the dynamics in the refining industry (i.e.,
mergers and acquisitions) and decisions by some refiners to enter or leave the gasoline market,
the actual number of refiners that ultimately qualify for small refiner status under an MSAT
program could be much different than these initial estimates. Current data further indicates that
these refiners produce about 2.5 percent of the total gasoline pool and their contribution to
mobile source benzene emissions is roughly 5 percent.

Portable Gasoline Containers

EPA conducted a preliminary industry profile to identify the manufacturers of portable
gasoline containers (gas cans) — 98 percent are plastic containers and 2 percent are metal gas
cans. Using this industry profile, EPA identified 4 domestic manufacturers and 1 foreign
manufacturer. Of these 4 U.S. manufacturers, 3 meet the SBA definition of a small entity. One
small business accounted for over 50 percent of the U.S. sales in 2002, and the other small
entities comprised about 10 percent of U.S. sales.

Summary of Small Entity Outreach

Before beginning the formal SBREFA process, EPA actively engaged in talking to
entities that would potentially be affected by the upcoming rulemaking. EPA was able to identify
the small entities within the highway light-duty vehicles SVM, ICI, and converter sectors, using
information from EPA certification databases and non-governmental sales and employment
databases. After identifying these entities for the vehicle sector, EPA then began talking to these
businesses to locate potential SERs to participate in SBREFA. For portable gasoline container
manufacturers, EPA participated in a series of workshops held by the California Air Resources
Board and established initial industry contacts. EPA then held several meetings and conference
calls with individual manufacturers and with the manufacturers as a group to discuss their
products and EPA’s upcoming proposal. For gasoline refiners, based on information from past
rulemakings, EPA began well in advance of the SBREFA process conducting phone conferences
and face-to-face meetings with small fuel refiners that produce gasoline. This led to the selection
of a set of potential SERs that represent a cross-section of small refiners.

EPA provided each business with EPA/SBAC fact sheets on the SBREFA process and
background information on and the rulemaking process and the upcoming MSAT rule itself.



Once potential SERs were identified, EPA began having more discussions to better understand
the needs of the small entities in more detail.

Outreach meetings were held with the potential SERs on July 19, 2005 and September 27,
2005 (gasoline refiners) and September 29, 2005 (light-duty vehicles and portable gasoline
containers). On July 19, 2005 EPA held three separate 1.5 hour meetings with groups of
potential SERs representing the highway light-duty vehicle industry, gasoline refiners, and
portable gasoline container manufacturing’ industry. Eleven potential SERs participated in the
meetings in total. These outreach meetings were held to provide the industry representatives
with information on the SBREFA process and the role of a SER, and to solicit feedback from the
potential SERs on the upcoming rulemaking. EPA held additional outreach meetings on
September 27, 2005 with the gasoline refining SERs and on September 29, 2005 with the light-
duty vehicles and portable gasoline container SERs. A total of 11 SERs participated in the
meetings either in person or by telephone, providing their input to the Panel on the material
presented in the SER outreach packet. Following each of the outreach meetings, comments were
received from the SERs. A summary and full text of these comments can be found in the Panel
report.

Regulatory Approaches

For VOC and toxics control from light-duty vehicles (beyond the Tier 2 requirements),
EPA is exploring the alignment of EPA evaporative emission standards with California
low-emission vehicle (LEV) II standards and new cold temperature exhaust (VOC) emission
standards. Despite numerical differences in evaporative emission standards, EPA and California
programs essentially result in a comparable level of stringency today, due to differences in test
requirements. Thus, harmonizing with California’s LEV-II evaporative emission standards
would streamline certification requirements and would be an anti-backsliding measure, which -
would add certainty that manufacturers would retain their current approach for producing the
same level of evaporative system hardware nationwide. In addition, data suggests that VOC
exhaust emissions (which include toxic organics) from vehicles are significantly higher under
cold temperatures (20°F) than under normal testing temperatures (75°F). EPA is currently
contemplating a cold temperature VOC standard in the range of 2 to 3 times the 75°F VOC “bin
5" exhaust standard (or a potential proposed standard of 0.2 to 0.3 grams/mile). This emission
level can be achieved through calibration alone, and it would not force new emissions control
hardware beyond that which manufacturers would be installing normally to reach full Tier 2
compliance. EPA is currently evaluating a program for highway light-duty vehicles that could
become effective in 2009 for the evaporative emissions standards and 2010 for the cold VOC
standards (with a possible 4-year phase-in period for the cold VOC standards).



