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PROCEEDI NGS

JUNE 10, 2009 10: 05 a. m

COWM SSI ONER DOUGLAS: Good norning. Wl cone to
the Transportation Conmttee's Wirkshop on the Conmmi ssion's
Fuel Efficient Tire Program AB 844 requires the Energy
Commi ssion to devel op and i npl enent a conprehensi ve fuel
efficient tire program including consunmer information
standards for passenger vehicles and light duty trucks. CQur
tire programis a conponent of a California statew de effort
to reduce greenhouse gas em ssions, as required by AB 32.
Low pressure of tires can reduce a vehicle's greenhouse gas
em ssions by one to two percent and the Air Resources Board
is counting on our regulations to deliver 300,000 netric
tons of CO, equi val ent em ssion eruptions by 2020.

Today, staff will be presenting us with proposed
Tire Rating and Reporting Requirenents. | amvery pl eased
that the tire industry has been engaged in this proceeding,
and we | ook forward to hearing fromthemtoday, as well as
fromother interested stakehol ders. Thank you very nuch.
And I will now turn this over to Ray Tuvell to present the
staff proposal.

MR. TUVELL: Thank you, Comm ssi oner Dougl as.
Before we get started, | have a few housekeepi ng
requi renents that have mandatory reading requirenents. In
case there happens to be an emergency in the building, |
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woul d i ke you to foll ow those of us who work here; we wll
go kitty-corner, across the street to the park, and wait for
instructions to return. The restroons are just outside this
room that direction if you are |ooking at ne pointing, and
there is a snack bar up one floor in this direction if you
feel like taking a break. Now, we will be scheduling breaks
during the neeting at the appropriate points at the end of
the presentations, and if we desire, to have a break right
at noon if we can.

We are recording this neeting. And so for those
of you present in the room as well as we do have WebEx
connections to this nmeeting, and so we have renote
participants, | would ask you, that if you have questions or
coments, that you cone to a speaker up here, a snmall podi um
-- a mcrophone, | amsorry -- and state your nanme and
affiliation, then put your conments or questions on the
record. Also, in our Public Notice, we have nentioned that
we will be accepting witten coments up to two weeks after
this workshop, and we encourage you to submt those
comments. And also, if you are not already aware, the
Comm ssi on does have a website on this program and on that
website we do have a list server, and if you sign-up with
your e-mail address on that |ist server, you will get
automatic notifications any tinme anything is added to our
website, and we do add everything to our website, including

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Notices of the neeting, all of the docunents that you see
today, as well as the presentations that will be nmade today
will be posted on our website. So if you are at al
following this subject, | strongly encourage you to sign-up
for our list server. And the information on doing that is
in the notice. W have a -- while it appears to be a short
agenda today, it is actually a pretty anbitious agenda. And
so, on the other hand, | do want to encourage everyone who
has questions and conments to take advantage of this
opportunity to do that. Wile I know the Comm ssioners may
not be available for the entire day, certainly I amgoing to
be available to stay here as | ong as anybody wants to talk
and exchange views or has questions.

Now, we have devel oped a slightly different format
for this workshop that | would like to point out to you.
The first session is designed to be a conventional type of a
format where we wll have two presentations, first by ne,
and then followed by M ke Wschhusen fromthe Rubber
Manuf acturers Associ ation. And Conmm ssioner Douglas will be
present for those presentations. The second session was
intended to be nore of a working session, where we would
have an opportunity, | would hope, to go over any detailed
guestions that you will have relative to the rules and
regul ati ons that we published and that have been out on the
street now for a couple weeks, so nore like a roll up the
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sl eeve worki ng session. That was the intention of the two
sessi on approach here, and | hope that explanation answers
your questions as to what is going on with this crazy
agenda. So if there are no other questions at this point, |
think I have taken care of all the formalities. Al so, |
hope you have patience as we go through and deal with the
fact that the electronic is sonetinmes working, and sonetines
it is not.

So ny nane is Ray Tuvell. | amthe Manager of the
Fuel Efficient Tire Programhere at the California Energy
Comm ssion. This day has actually been a long tine com ng
for us. As many of you may know, we have had the authority
to deal with this subject for quite sonme tine. It has been
a difficult journey getting here for a variety of reasons,
but we are looking forward to this. And | hope you wll
al so. There are good reasons why.

There are approximately 27 mllion passenger
vehicles in California, consumer vehicles, passenger
vehicles and |ight trucks. Every year, they replace
approximately 6.75 mllion tires. But how nmany of them are
aware that such a thing as fuel efficient tires even exist,
et alone try to seek them out and nmake that a part of their
choice in replacing tires? WlIl, the answer is probably
very few, and there are good reasons why. A study that the
Conmmi ssi on conducted back in 2003 included that there is no
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i nformation avail able for consuners to rely on to choose
fuel efficient tires. The Transportation Research Board in
their study released in 2006 essentially reached the sane
conclusion, that until consunmers are provided with
information on fuel efficiency of fires; they will not be in
a position to nmake choi ces.

AB 844 directed the Energy Comm ssion to take
steps to solve this problem by devel opi ng a consuner
information programto enabl e consunmers to make deci sions
about fuel efficient tires, and that is the subject and the
authority that we are operating under today on the proposed
regul ations that we will be discussing. Let's talk alittle
bit for a nonent about tires. This whole subject of fuel
efficient tires is pretty basic. As a tirerolls, it
deforns. That deformation actually represents resistance to
rolling and therein lays the issue of fuel efficiency of
tires -- sonme have a higher rolling resistance than others,
sonme have a lower rolling resistance than others due to the
deformation. Now, it is actually not as sinple as it may
sound. The tire industry has done significant detailed
studies to determne the different areas of tires that
contribute to rolling resistance. And, in fact, the tread
is generally believed to be 50 percent contributor, the
| argest single contributor of all. But all portion of a
tire flesh under the normal use, and this then is a
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fundament al breakdown based on studies done by the tire
i ndustry.

Now fortunately, there is a | aboratory nmethod that
allows us to determne the rolling resistance of tires. And
it is essentially, as you see here, atire is nmounted on a
wheel and, as it is brought into contact with this circul ar
road wheel, it is essentially a totally conputer driven
testing process once you put the proper inputs in, give the
condition of the tire. W are talking about the tire being
on the machine roughly 30 to 40 mnutes tinme to get the data
necessary to determne its actual rolling resistance.

There are, or will soon be, five basic test
protocols that are used in the industry to assess the
rolling resistance of tires. The Coast-Down nethod, which
is used predomnantly with people involved in the original
equi pnrent manufactured tires for new vehicles, use the
Coast - Down net hod because it hel ps them cl osely approxi mate
t he kind of nunmbers they woul d see for CAFE standards. The
mul ti-point test nmethod is actually used principally, |
think, in research-related studies. It is a nore intensive
study, gives you a |lot of data points, allows you to do a
ot of different predictions, and is research-related. 1269
Si ngl epoi nt was devel oped principally to give a sinplified
test nethodology to identify rolling resistance of tires by
a single point-type nmethod, and then in Europe, you have a
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10
mul ti point, 18164, which is essentially equivalent to the

1269 Multipoint, and then the newest protocol that has been
devel oped is 285A, which is a point simlar to 1269, but
with a very special and inportant added feature, and that is
the ability to align test machi nes agai nst test machi nes, so
you can calibrate the results and conpare them accurately.
Now, NHTSA has probably done the nost extensive
eval uations to look at the different test protocols.
Approxi mately a year ago, | think maybe |ate 2007, they
started. They tested all five -- they |ooked at all five of
the test protocols, they tested it on two different nachines
at two different labs, and they tested 25 different nodels
of tires, but nunerous sanples of those, and in sone cases
sone sanples nore than once, so over 600 total tires were
tested. They concluded, first of all, all of the test
protocols are very accurate, |ow variations, and they end up
ranking tires in the sane order, regardless of the test
protocol you would end up using. They al so determ ned that
the results of any one test protocol could be correl ated
agai nst each other, which is inportant because, in sone
cases out in the public domain, you have data from one test
protocol vs. another, you would like to conpare it, and you
can conpare it. The single point test nethodol ogy, though,
turns out to be the nost efficient, both cost-w se, tine-
w se, as we woul d expect. And also, they determ ned that
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11
this matter of having the ability to align nmachine to

machine is critical to being able to use data fromdifferent
machi nes to conpare agai nst each ot her

AB 844 directs us to adopt a test protocol and, as
a result of the studies that have been done by NHTSA and our
own i ndependent studies, we are proposing I1SO to 285A W
believe it is highly accurate both individually on the test
machine itself, but it has the critically needed nmachine to
machi ne accuracy. Now, the current status in 285A is at the
very |l ate stages of adoption. And ny discussions with the
committee associated with heading that up | ast week, two or
three weeks ago, is that it should be adopted no | ater than
Cct ober, but nmaybe as early as August. And nost of us in
the roomwho are famliar with this subject area probably
have seen the |l atest drafts. And there is not expected to
be any surprises associated with it. And, to nmy know edge,
there is a consensus anong all parties that 285A is the way
to go.

Now, 8844 tal ks about the scope of the programin
this way. Designed to deal with replacenent tires for
passenger cars and |ight duty trucks. Now, that seens |ike
a sinple enough statenent, but it turns out that it could be
confused and, so, we decided let's take a | ook at this and
see if we could nmake an enlightened judgnment about what that
nmeans.
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12
First of all, the industry uses this term nol ogy

for on-road tires, essentially four different types of on-
road tires. And they are probably wei ght stepped, nedi um
duty truck tires are the heavier tires, they would fit on
sonething |like a UPS-type truck. Heavy duty tires, then,
woul d be tires you woul d expect on |ike an 18-wheel er.

These tires are clearly not within the scope of this
program Passenger tires, as you would expect, are in fact
passenger tires for autonobiles, conpact, and standard SUVs
and pick-up trucks. |If there is an issue here, | have heard
it addressed, it has to do with this subject of light truck
tires, LT tires. LT tires are, in fact, a distinctly
different tire than a passenger tire. And these tires you
find on | arge pick-up trucks and |large SUVs. These are the
actual vehicles that we are aware of, consuner vehicles that
we are aware of, that cone with light truck tires on them
Okay? And now, not all of these, and I want to qualify
that, so like a CK 1500 is a medium or standard duty pick-up
truck, that would commonly come with a passenger tire, but
what you will find is versions of this, such as the four-
wheel drive version designed to carry sone heavier | oads,
and will come with a light truck tire. But certainly
sonething |like a 2500 or 3500 pick-up will definitely have
an LT tire onit, and that is quite comopn also with any
vehi cl es designed to handl e heavier |oads. So, in fact, LT
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tires are very commonly used on consuner vehicles. RMA in

their 2006 fact book, | think, also acknow edges that when
they say that, for their own purposes, they consider |ight
truck tires are those that are defined as having a LT in
their prefix or their suffix on the side designation.
Furthernore, in their fact book, when they tal k about and

t hey have this chart regarding consuner |ight vehicles, they
di stingui sh that as passenger tires on autonobiles, as |
expl ai ned, passenger tires on light trucks, as | also

expl ained, but also as light truck tires on consuner |ight
trucks.

There are approximately 23.5 mllion passenger
vehicles in California using passenger tires, and
approximately 3.5 mllion vehicles using light truck tires.
As | nentioned, AB 844 directs us to do the scope as
applying to tires sold for passenger cars and |ight trucks.
The staff is proposing that that, in fact, means both
passenger and LT tires, if they are available for sale in
California, are in the scope of this program

AB 844 further directs us to devel op a dat abase of
energy efficiency and representative sanple of replacenent
tires sold in the state. As it turns out, in fact, when we
were starting this program this was Problem 1. There was
very little data available in the public domain on the
rolling resistance of tires. |In fact, the ECOS work was
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done as a part of the 1172 work for the Comm ssion when we

were originally investigating this subject area. The TRB,

t hen got access not only to the ECOS data, but sone ot her
data they received to store from EPA and then data

predom nantly supplied by the RVA, but still, as you can
see, not necessarily a lot of tires. The Energy Conm ssion
t hen deci ded that we needed to undertake a very significant
study to get data on tires if we were ever going to
understand what is going on here, and that is what you see
in this very significant anmount of testing that we did,
thankful ly, at the assistance of the California Integrated
Wast e Managenent Board, that helped fund a | ot of this work.
And finally, NHTSA has done sone studies over the | ast
coupl e of years which created anot her database, although it
is not yet totally publicly available, they have published
numerous results fromit in papers that have been presented
in different sessions. And then, finally, on April 22" we
received from RVA a dat abase of over a thousand tires which
include, in part, sone of the CEC data, sone of the TRB
data, sone of the ECOS data, but then also sone data from
the tire industry that we have never seen before. Okay? So
as a part of the work in devel oping these rules and

regul ations, the staff had access to what we believe is al
the data that exists in the public domain and that is what
we considered in pulling together our proposed rules and

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15
regul ations. Now, when RVA subnmitted this |ast database to

us in April 22" it was a part of a report that included
this statenment. It essentially said that RVA represents
this data to be essentially 90 percent the replacenent tires
sold in the donestic tire marketplace. Now, | think that
means by size, it certainly does not necessarily nean ny
size plus manufacturer, | nean, there are lots of different
variations. But the fact is, | think that there are
different ways to ook at this data and recognize that this
is a very conprehensive and representative set of data.

| want to focus, in particular, on a couple
significant tests that we did because we deci ded what was
going to inportant was to take a nore in-depth | ook at two
different sizes of tires to see what we could find. So we
| ooked at two tires at the tine which were very very popul ar
in the econony, it was the P195-65R15, which is used on
vehicles, so as you see here, that are in high use in
California. W believe that the data | ooks |ike over 6
mllion of these are sold in 2006, presunming then it is in
the top five of all sizes sold in 2006. W sel ected and
tested over 76 different nmake nodel tires in that size. W
didit simlarly in the 26570, another very popul ar vehi cl e,
popul ar size on popul ar vehicles, which we wanted to find
out what is going on in sonme of the nost popul ar used tires
on the road today. In this case, roughly 3.5 mllion of
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those were sold in 2006 -- "shipped", | believe is the

proper way to say this -- in 2006. W attained and tested
over 45 separate nmake and nodel in tires. Now, bear with ne
here a second because | would like to show you what we ended
up with and where we went with it. So we devel oped a very
conpr ehensi ve dat abase, and | amnot going to spend a | ot of
time going over this, but | just wanted you to know that,
yeah, we did not do testing for the sake of testing.

First of all, what we did was we obtained five
sanples of each tire that is supposed to otherw se be
identical. W obtained both OE and repl acenent and, as | go
down t he database, you will start seeing sone of the
repl acenents show up. Nunerous manufacturers, as you know,
nunmerous different varieties of speed ratings all over the
board, sane with the construction, same with tenperature,
traction, tread wear, the UTQG ratings. And we tested them
all, and then we started seeing different data. And, by the
way, we al so went out and, as a separate step, determ ned
what the value of these tires -- the common selling price of
the tire. W did not put our purchase prices on here,

t hi nki ng that maybe we got sonme great deals out of this;
i nstead, we did independent research to find out what these
tires were selling for in the retail market, and these are

t he nunbers you have here.
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Now, there are a couple things | want to focus on

and then I amgoing to cone back to this in a condensed
version, but basically what | have got here is over 360 data
poi nts, sanple size of five, and I amgoing to focus on this
and | amgoing to come back on it. One thing that | guess
you woul d not expect, but then, if you think about it, you
would -- when we tested tires that are otherw se supposed to
be identical, we do not get identical rolling resistance.
And you woul d not necessarily expect to. These are
manuf act ured products, there is bound to be sone variation
in the products. As it turns out, in sone cases, as you
will see here, not a lot of variation; in sonme cases, a |ot
nore variation. And | want you to renmenber that point, | am
going to cone back to it later

So AB 844 asks us to develop -- and so those are
all the databases that we used, and you can see along the
data, and | do not want to go into the analysis of it yet, |
amgoing to go into the analysis of it, because this is what
AB 844 asks us to do, take these databases and then devel op
a rating systemthat will be informative to consuners. And
so that is what we did. W first |ooked at existing rating
systens that applied to tires and those of you that are
closer to the tire industry know that there does, in fact,
exist what is called the Federal UTQG the UniformTire
Quality Gading system It is adm nistered by NHTSA and

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

18
they grade and they put it on three different tire

qualities. | hesitate to ask this question because | have
got a lot of experts in the area here; if you were a general
consuner, | would say, how nany of you general consuners are
aware of the UTQG rating systens for tires? In any depth?
Ckay? How many of you have ever bought tires before? You
really have bought tires before, but you are not famliar
with this systen? Guess what? You are in the majority
because what we have found is very few people know about it,
or understand it. And there are good reasons why. Well, it
turns out traction is either AA, A, B, or C. Does that nean
anything to you? Probably not. It does not nean a lot to
me either. But, as it turns out, what it is, is wet skid
resistance is a traction coefficient, it varies depending on
whet her or not you test the tire on asphalt or concrete, but
if you ask ne, a nore fundanental question, well, right,

what nunber or letter do you recommend? | amnot sure how |
woul d take this data and tell a consumer how to use it. And
| think that is, in part, one of the reasons why very few
peopl e know it, and very few people use it. Simlarly, it
happens with tenperature. Again, A B, Csystem Wat in

t he heck does that nean? WlIl, you have got to dig deep to
find out, and it turns out it is the ability to operate a
tire at a speed before it is going to fail. But notice that
all of these mles per hour are over normal speed limts, so
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you woul d say, well, why wouldn't any of it then do? And I

think that is a good question. As it turns out, there are
very very few Ctires on the marketpl ace today. The vast
majority are B's. Simlarly over here, there are like 3
percent of tires on the road that are double A's, the vast
majority are A's and B's. But how are consuners using this
to make decisions? WlIl, what we are being told is very few
do.

Finally, there is the tread wear grade on UTQG and
it is adifferent scale -- 200 to 900. So what in the heck
does that nean? Sonebody should know this because it is
designed for consumer use. And it is -- you read it and try
to make sense of that. Also, by the way, in case you were
not aware, there is a qualifier on this, so NHTSA does not
use this qualifier, and just about every website | go to
does: "These nunbers are only valid for comparison with a
manuf acturer's product line." And | am going, "Okay, sounds
like alimted use to ne." And, in fact, that is what we
have found in talking to everybody in the narketplace, these
systens have nmmj or shortcom ngs, they are not easy to
understand. Wen you start indexing systens, when you add a
different layer of information and translation to these
systens, people do not get it because you need to have a
detail ed knowl edge to understand it. If we think that is a
| arge contributor to why they are not in popular use, or
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relied on, and there are other reasons, they are afraid if

you did go on this, you would find out that in many cases
the grades as reported are not reliable. There is actually
no test required to back themup. They are based on
manufacturer's self-certification clainms. And the
manufacturer is allowed to claimthema | ower grade if they
want. Now, we built on that know edge and we went to sone
tire stores and talked to tire retailers over the Internet
to ask themto tell us what their perception is of what
occurs in a normal tire purchase sales transaction. First
off, the vast majority of customers that they see are in
what they termas a "distressed purchase situation,” "I need
tires and I need themnow." And, as a result, not well

equi pped to nmake deci sions ahead of tinme and | argely what
happens right there in that transaction, that purchase sal es
transaction, is likely to be the decision factor on how t hey
think of time -- inportant consideration. W heard that
very few consuners actually do any research or pl anning
ahead of time when they conme in to purchase tires. W also
asked the deal ers' perspective on how they view consuners.
And they said they do not know, but that 90 percent of them
know not hi ng about tires when they come in, and so it is up
nowto -- the retailer has a |ot of control over directing
how this transaction goes. On the other hand, they said
about 10 percent do research. W think, and we are pretty
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confortable in saying this, 90 percent know nothing, or

probably just say, "I need tires now," and the 10 percent
that do are the ones that are doing planning. It is hard to
bel i eve very many people show up at the tire store and say,
"You know sonet hing? | amthinking about buying sonme tires
inafewnonths. | amjust kind of doing research. Do you
have tine to spend with me so we could talk about tires?"

We do not think it happens and the retailers are telling us
it does not happen. But, in fact, that is where the vast
majority of tire sales and purchases occur, in the retai
stores.

I n Novenber of |ast year, we held a roundtable
meeting where we invited tire deal ers and consuner
representatives to conme and give us their perspective on
this whole tire purchase sal es transaction, and hel p give us
gui dance on where we should go relative to devel oping a
consuner information program because, at this point, we are
feeling pretty confortable with our know edge on the
technical side of this subject area, and it is becom ng very
apparent to us that the key to the success of this program
is going to be howit works in the marketplace. Can we cone
up with a programthat works conveniently in the
mar ket pl ace, that is both confortable with retailers, tire
deal ers, and consuners? So we asked our dealers, "Wuat is
your advice?" And obviously we have not -- it was an all -
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day wor kshop, but the nmessage that | heard over and over

again, and we wal ked away with was, "Keep it sinple.” A
normal tire sales purchase transaction is not the

envi ronnment in which consuners want to be educated in any
dept h what soever. A retailer does not get to spend a | ot of
time talking to them and saying, "Well, let ne tell you
about UTQG " or, "Let nme tell you about this.” It is not a
forum for any education of any sort. Dealers were telling
us, "Whatever systemyou cone up with, it better be sinple,
or it will not work at the transaction stage." Consuner
representatives were telling us, "It better be intuitive."

If this is not easy for a consuner to pick up, forget it.

They are not -- this is the vast majority, now, | want to be
careful about this -- yes, we realize as in any product
purchased, there are people that will do in-depth research

wi t hout a doubt, and so what | amtrying to represent here
is what we think is the 90 percent of consuners. And what
we heard over and over again talking to retailers. Okay?
So bear with me here.

So let's do this, then. Let's nake a tire
purchase. So let's assune, then, that you, nme, sonebody is
wal king into the tire store and we want to purchase tires
for our vehicle. Wat is commonly going to happen? Well,
they are going to say, "What kind of vehicle do you have?"
"Well, like a Honda." "And what year do you have?" "Well,
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2005." "And what -- let's pick a Gvic LX Coupe, if I am

lucky, this will turn out right. And | amin the market for
tires." Okay, and so what happens? Exactly the sane thing
that we believe happens at the retail store. The retailer
will get this list that pops up in front of himof every
tire he has essentially in stock, and sone identifying
information associated with it. Now, for sone reason,
perhaps, | amnot getting the nore details. Hold on here.

| may have to go back and start again, so it did not take it
the way it is supposed to. So 2005, and naybe a Cvic LX
Coupe, this should work, oh, okay. So here we have it, the
conplete list of tires that this retailer has in stock and,
see, as it turns out, | knowthis is a very popul ar science,
and this is the information he is going to be |ooking at and
essentially using it in his sales process. Now, he is going
to have other information here, too, |ike depending on who
he is working for, they may say, "Hey, we have got a ton of

these in stock, find a way to sell them you know, we have

got nore than we need.” You know? O, "This one is on
sale, and so push this as nuch as you can.” But let's take
a look here at, well, what do you do if they give you stuff

and they say, just what we thought, do you really want to
know what is going on? Do you have tine to read this whole
thing? No. | do not. They do not. They do not use it.
And so we believe that we need to cone up with a systemto
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translate the fuel efficiency of tires in such a sinple way
that it would be conpatible with this type of a sales
process. You cone in, you say this is ny year, nake, node
vehicle, | do not know anything nore, the retailer plugs
that into his conmputer, conmes up with his list of

i nformati on, and sonewhere on here, we woul d have sonet hing
very easy for themto refer to on the fuel efficiency of
these tires. And if we did that, then we believe both the
retailer would feel confortable using it, and we believe

al so that the consunmer m ght be confortable accepting it.

So we cane up with the concept of defining
essentially a fuel efficient tire. And herein lies the
thrust of the rating systemthat we have proposed.

Sonething so sinple that is intuitive and easy to use and
understand so you know the fuel efficient tire. Cannot get
much sinpler than that, or for the retailer. "Wuld you be
interested in considering a fuel efficient tire?" W think
it fits the vast majority of purchase sal es transactions
that exist in this marketplace and it has an added benefit
of being consistent with other progranms out there that we

t hi nk have sonme great potential to consider aligning with it
-- Energy Star and Smartway, to nane two.

The concept is built on taking all tires of the sane |oad
and size, and testing themand then sinply ranking themfrom
the lowest rolling resistance to the highest. Once we have
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t hose nunbers, we could then deternmne every tire that is

within 15 percent of the lowest tire reported. Those tires
woul d be defined as fuel efficient tires, the tires that are
bel ow that would not. Those would be tires that are not
fuel efficient. W think this concept has a |ot of nerit
and a lot of interesting spins. First of all, it is based
on best in class. | nentioned that we would structure this
where we would identify all tires within 15 percent of the
| owest tire reported; that neans that the |owest tire
reported is the best in class and it drives the list. W
think that we should reward the best in class and we think
it also would provide for conpetition. |If all tire

manuf acturers are aware that they could actually becone --
they could produce a tire that becones the best in class,
sets the class standard, and then their conpetition either
is within 15 percent or it is not. W think that -- so it
is a very interesting and productive conpetition that would
be beneficial to consuners and to this marketpl ace.

Now t he basis for the 15 percent cutoff, there is
not a |l ot of rocket science here. W want to recognize only
the hi ghest perfornmers, so if you say, "Well, why isn't the
cut-off at the top nine percent?" Wll, no, we are
interested in finding where -- how can we find the cream of
the crop and give themcredit for the products they are
bringing to this marketplace. W want to nake sure that
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nore than one manufacturer falls within that 15 percent, so

if we ended up comng up with a cutoff |evel where there is
only one or two tires that fit in that, we would need to
reconsider. So we took a close |ook at our data and felt
that, yeah, based on the data we have so far, now, there
coul d be sone surprises out there in the future, but
certainly not on the nost popular tires. W think there is
mul ti pl e manufacturers that qualify. And, again, as |
mentioned earlier, this is pretty nuch anal ogous to the way
the Energy Star program works, they find the top sone
percent, and it varies from product to product, that they
single out as being the highest perforners in whatever
product they give the Energy Star classification to. Okay?
So let's take a mnute, then, and let's apply
this. So this is the database | showed you before, and so
now | am going to condense this. So | took all five of the
tires that you saw before, and | just sinply took an average
of each one of those, so you have now a single road listing
for each of those tires. It happens to be in rank order,
and | amonly using the nean, or the average of the five
tires at this point, and let you take a | ook at what we see
here. First of all -- and | also put in for the sake of
di scussion the within 15 percent |level of the lowest tire
reported of this data. And what you see is variety of OE
and replacenent tires, variety of manufacturers, variety of
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speed ratings, and tenperature rates, and traction ratings,

and tread wear ratings. And, coincidentally, price. Wuld
anybody be surprised if for instance, one of the | owest
priced tires we found, turned out to be the Iowest rolling
resistance? As it turned out, we found no rel ationship at
that tinme between the retail price of tires and the rolling
resistance. But this is an exanple of applying this, if we
had applied it to the mean. But the problemthat you have
when you apply this only to the mean is you did not consider
the fact that there are these variations that occur anong
tires. So what we did is then we recogni zed that and said,
"Well, wait a second here. Mean is interesting, but in
fact, if there is a wde range of variations in the tires,
then that should be held out as a penalty agai nst any

manuf acturers. So then we took one additional mathenati cal
step, and that is we took the standard deviations, and | am
going to talk about that in a mnute here if you are not
famliar or confortable with that, and then we took two
standard devi ations -- standard deviation tines two, added
it to the nmean, and guess what? You get a different rank
order and you get fewer tires that fall within the 15
percent, not unexpected. So if it turns out that you have a
wi de variation in the quality of your product, you are going
to get penalized for it under this system So you may have
sone tires wwth a nean, with a great rolling resistance --
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recent exanples here, here is one, it is a 8.45, and you

say, "Cee, it should be way up here.”™ No, guess what? W
have got a big standard devi ati on because the vari ati on of
their product, if you analyze for it, and so under this
systemit would show up as, "Wait a second, no, your tires
really should be represented as a higher rolling
resistance.” Now, this is inportant from another
perspective. W intend to use these nunbers to represent to
consuners in a consuner-oriented programwhat their
expectation should be on the rolling resistance of these
tires. Now, that being the case, if we recognize that there
are differences in what should otherwise be 5 X 10 big old
(i ndi scernible), we believe that consuners would be served
wel | by knowi ng what is the highest nunber you shoul d expect
if you were to purchase one of these tires, not the average
nunber, not the | owest nunber, but that a nean plus two
standard devi ati ons woul d be nore representative in the
consurmer world to understand this.

Now, let ne then take a minute here and | am goi ng
to do sonething real real -- I wll giveit atry -- what in
the heck is the standard deviation? Inagine this to be the
value of ny five tires across here, and so this is the
average, this is the nean, okay? What probability tells us
is basically, if you have a group of nunbers that are not
inter-related in any particular way, you woul d expect to see
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a normal distribution to occur; in other words, many nore

of them woul d be around the nean and then they would tail or
off, and so this is what you have, is a normal distribution.
The standard deviation, | know, and a | ot of people have
heard this, it is a mathematical calculation, so here is the
mean, and this is one standard deviation. W run a

mat hemat i cal cal culation to determ ne those tires within 34
percent of the mean. Then we do anot her standard deviation
and we get out here, and then you have this together, and
your plotting dip receding a little bit further fromthe
mean. Now, what our systemis intended to do is this right
here, we want a nean plus two standard deviation. Wat do
we think that is going to do for us? It is going to catch
all of these other tires, 97.5 percent of them should fal
under this nunmber. And so we would think that would be
representative, a fair representation of the nunber to use
for the tire. See what | have left here? It is 2.5 percent
that is going to fall outside of the top 2.5 percent. Now,
yes, it is fair to say that, okay, | over-sinplified this
because it depends on the sanple size and a few ot her
things, and that is all true, and I wll talk about how we
bal ance that. So let me just give you another illustration
about what happens here, and | have tal ked about this
before. So if you have tires that have a | arge devi ation
in other words, the nunbers are all over the board, you are
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going to have this big spread and so you are going to get

penal i zed by this system when we | ook at standard by nean
plus two standard deviations. On the other hand, if you
have a very high quality control, you are going to get a
much tighter grouping, and so the nean plus tw standard
deviations for you is going to be closer to the nean and
that is exactly what we would |like to see happen, as a
positive direction in the marketplace for this programto
replace the tires. | hope |I did not |ose too many people on
t hat one.

So therefore we are recommendi ng that we cone up
with this declared fuel efficiency rating value to identify
individual tires, which is the nean plus two standard
deviations, fromtests on a sanple size of three tires.

Now, the three tires was a political conprom se because we
woul d | ove to have about 10 tires, even 15 tires, | can get
nore certain about it, but now you are tal king about the
practicalities of testing and the costs associated with it.
We in our research effort typically do five tires because we
have a | evel of confort with doing five tires, but we know
in the industry for OEs, in particular, new vehicle
manufacturers, it is common practice to do three tires. And
so we | ooked at that and we said, well, that seens to be a
comon practice on the OE side of the tire business, it
seens to be well accepted, okay, we will accept that three
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tire sanple, give us the nean plus two standard devi ati ons,

and we will use that as the single nunber to represent each
individual tire. So it does handle the product variations
that we have seen in our own individual testing and we
believe that, once -- well, it will be obvious to any tire
manuf act urer who sees the system they are going, "Oh, ny
gosh, | get penalized if |I have high variation; | need to do
sonet hi ng about nmintaining better quality control so that
nmy standard deviations are closer to ny nean.”" Okay? And |
went through that already on the data basis, so | wll not
go back to that.

So our system then, that we are recomrending, is
based on actual tests and conprehensive data that you saw
basically in the nore extensive databases than we produced
t hroughout our work. W did that as the foundation of any
rating system a reliable and conprehensi ve dat abase t hat
anybody who wants could go back and | ook at and say, "This
is the origins of this program and it is credible.”

Wt hout credible basis for the program we do not believe it
w Il ever be accepted in the marketplace. |t provides
accurate, consistent, reliable and conplete information
which is going to be available to everyone. Wen we get
this data, we are going to nmake it avail able to everyone.
Qur intention would be to set up, whether at the Energy
Comm ssi on website, but also we would set up the neans for
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anybody who wanted to get access to it and download it, you

got it -- regardless of who they are. W would expect that
to be the comobn neans to get this data in the hands of tire
retailers, but I would al so expect and hope that the tire
manufacturers -- that all the tire manufacturers woul d want
it, too, because it is going to address the need of
researchers, both nyself and others, but we hope it would
enpower nore creative analysis, nore creative use, and
enabl e nore conpetition in the industry. |If one tire
manuf act urer has easy access to the rolling resistance
information of his conpetitors, we think that woul d be
not hi ng but a good thing. They know what the conpetition
| ooks li ke, they know what they are up against, focus on the
conpetition, focus on inproving their product.

So in our proposed reconmendati on, we have a
rat her extensive list of reporting requirenents. But let ne
try to sinplify this. Mich of this data is existing data.
In other words, on all tire manufacturers, on their
websites, or on retailers, they have this data in some form
So we think our request to get this data is far from
onerous. It should be as sinple as pushing the button and
"send," send this to the Energy Conm ssion. Ckay? W just
want all of this in one place, in one form W do not want
to have a program where consuners go, "Well, | can get the
brand nanme here, and | will go over there, and | wll go
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over here to get the SKU, and | have got to go this web --

if it saidit all over the place, it is not going to happen;
this is going to nmake the marketplace nore efficient. This
is the informati on we expect to get fromthe tire chest.

And while it | ooks extensive, it is really not. | nean,
anybody who does testing right nowis essentially going to
record this informati on anyway, the date, the nethod that is
used, the load that was used, the inflation pressure, the
speed. The outconme of the tests gives you the nunbers you
need to calculate RRF. RRCis a nmetric that is of interest
to lots of people, sinple calculation, mght as well do
that, too. And then we told them this is how we want you
to devel op the declared rating value, a nean plus two
standard devi ati ons on a sanple size of three.

The test machine identifier, let nme just take a
mnute to explain this. | talked earlier on about the |ISO
285A test protocol, and that they are going to cone up with
a mechani sm whereby all machi nes can be aligned agai nst each
ot her, calibrated against each other. 285A identifies the
process it is supposed to get that to happen, so we fully
envision that, as a part of that process, all machines that
are in fact calibrated that way will get sonme administrative
identifier to prove that they are. And that is really what
we want, | nmean, and that is what is going to be wanted
globally. W all want data that has been produced from
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machi nes t hat have been cali brated agai nst each ot her on

285A, and so that is what this machine identifier is
intended. W envision that to be an obvi ous outcone of 285A
once it gets inplemented. But it does not exist now, but it
wi || happen and so | do not want there to be any surprise
now of what that is all about.

So let's talk about this old Tire Chesting side
and what kind of tires we are tal king about. Believe it or
not, our studies indicate that they are on the order of
24,000 distinctly different passenger and light truck tires
in the North Anerican marketplace right now And when | say
distinctly different, I mean nmake, size, manufacturer, speed
rating, there is a variety of reasons why these differences
exist. But we want to get a grasp of it globally because
our programis intended to nandate the testing of a sanple
size of each SKU tires that exist. W had this study
conducted by consultants, this expert in the tire area, and
the RVA has told us that they would need to be an accurate
reflection. This is basically how it breaks down by
manuf acturer, again, we broke it down by passenger and |ight
truck. These are alnost all the RVA, and high quality RVA
menbers are here, plus sone that are not. In Tier 3 -- what
inthe world is Tier 32 WlIl, this probably is not a good
definition -- not a good detailed definition, they are
smal | er than everybody el se -- when | asked how many
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i ndi vi dual conpani es do we think exist globally that would

fall into Tier 3, 5, 200. And who knows where they are --

Chi na, |ndonesia, South Anerica. There are nunerous other
conpanies that sell into the United States nmarketpl ace, and
so we have tried to represent a feel for who they are here.
But we do not have a | ot nore data we can break down besi des
t hese gross things.

So let's nowtalk a mnute for these |ogistics of
testing. W mandate a sanple size of three tires tested by
all the manufacturers. How in the world can this happen?
Well, in order to get a sense of this, we first have to
identify, well, how nany test machines are out there in the
worl d, because this is a global industry and it is
appropriate to |l ook at test capacity on a gl obal basis.

VWhat is the availability of the machines? 1n other words,
so you have got a machine, is it in full-time use? Is it
just sitting there idle and anybody can get on at any tine
they want to do sone tests? And when we tal k about

avai lability, are we tal king about just in the normal eight-
hour work day? O what if we said, "Hey, let's crank up and
work 24 hours a day and it is available for 24 hours a day."
And t hen how many days here are we tal king about this

avai lability-wi se? Because we are trying to do this gl oba
calculation and so here is the part | want to get to on
this. There are nunerous variables here. W did the story
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totry to determ ne the outconme, depending on what you

woul d assune the allotted nunber of these variables, and |

wi |l acknow edge right at the top, do we know in any detail
or aggregate way, what is going on with any i ndividual
conpany in regarding test machines, the availability, the

| ength of the work day, do we know that? No, we do not. W
have requested it and we have been told that that
information is considered proprietary. And in fact, every
pi ece of information that is specified here, we have been
told is proprietary, the nunber of machines is proprietary.
And, in fact, every piece of information that is specified
here, we have been told is proprietary. The nunber of
machines is proprietary. | do not want to argue that point,
| just want you to be aware that this would probably be

anot her, "Who is right? Wo is wong? How do you determ ne
if it is considered proprietary?" Gee, | do not know, but
we did scenario analysis in any case. So here is what we
came up with. This is our belief of the nunber of machi nes
and the major conpanies, and if you assunme that the nmachine
has 50 percent availability, that it gets worked 24 hours a
day and 350 days a year, this is howlong it would take to
conplete the tests of every passenger that they sanple sized
the three tires of every passenger in the light truck SKU

t hat each manufacturer makes. But, again, | amqualifying
this and saying it is built on these assunptions. You know,
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do I know that the actual machine is up? Do | know? No, |

do not. That is a scenario -- and, in this scenario, these
are actually a group, these nunbers, if you consider other
t hi ngs such as [inaudi ble], how about if we got access to
i ndependent |abs with eight machi nes at independent |abs --
in the world? And you can always add nore machines if you
want increased capacity to knock these things out. Now,
acknow edge that you just do not do this overnight. W are
probably -- we think we are tal king about a 15-nonth to 18-
month period fromthe date of putting in the order to
getting the thing, to get it installed, and there could be
different topics -- | nean, all kinds of variables
i nvol ved. But nevertheless, we want to get a grasp of this.
Ckay?

G ven all that, we are reconmendi ng that the
manuf acturers be required to report the results of a testing
of sanple size of three tires for every schene by July 1 of
2001, roughly a little over two years fromnow. But, again,
| hope that | qualify for you appropriately that we identify
what we believe to be the fact is the variables that
i nfluence how you could determine this accurately and we
gave our best shot |ooking at different scenarios to do that
and we gave you the results of it. But what is going on in

the real world regarding those factors, | do not know. And
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as long as it is considered proprietary, | do not know how

you find out. | do not know how you find out.

By the way, so what does this stuff cost? And so
what we tried to do is break this down fairly basic, so we
took -- and these are ny high nunber estinmates, by the way.
| think it actually could be done for less than this, but
since | wanted to try to give a fair representati on, we got
t he hi ghest cost test we defined, in other words, if | went
to an i ndependent tester, which | do all the time, and said,
"What would you charge ne to test tires?" And we found
t hose nunbers and we added on to them Ckay? And these
nunbers do include the costs of the tires required to do the
testing. |In other words, we say a sanple size of three
tires. W used, again, pretty gross nunbers. | think the
past few tinmes we used $100 a tire and on the light truck
tires, we used $140 a tire. So, | mean, we are trying to
make it as accurate as we can a representation. So these
are the costs. And this is howit relates to 2008 North
Anerica sales and, to nmake it easier, this is the cost of
tests as a percentage of sales for these individual
conpanies. Now, as | nentioned earlier, we can estimte
what we think it would cost the Tier 3 in the sense, if we
do not know about how many different -- if we do not know
data on percent of sales, | was not able to fill in these
colums on those areas. And, let's break this down, then
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on what would this nean if -- and bear with ne here on

t hese assunptions -- let's say that they tested all these
tires in one year, that these were the costs of testing it,
and they decided they are going to recoup all of these costs
of testing wwthin one year's sale of the tires. In other
words, that every tire you sold that year, and recouped
every cost of the testing, what would this add to individual
tires? And here are the nunbers we canme up with. And it
vari es fromconpany to conpany, as you would well expect --
testing capability, nunber of tires, all kinds of things.

But we are seeing nunbers as lowas $.4 a tire, and a nunber
as high as $.65 a tire. So they turned around, increased
the price of their tires to recoup all this cost, within one
year, this is what we are tal king about. W think the
reality is, and we are tal king about testing over probably
at |east two years, you know, and in worst case, these
nunbers, you can all take them and divide by two. They get
smaller. W do not expect themto get bigger.

So the fundanmental rule of thunb on tires in
converting this rolling resistance thing that we have tal ked
about for sone tinme here nowis a 10 percent change in
rolling resistance will get you up to a 2 percent change in
fuel econony. W broke that down for California cars, so
this is data and breakdown we did from our Departnent of
Mot or Vehicles, which allows us to determ ne basically the
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average mles driven by these different sized vehicles, the

base m | eage they get current, then we sinply put a | ower
rolling resistance tire that was only a 2 percent benefit
for them on each of these vehicles, cal culated again the
basel i ne fuel cost, assumi ng $3.00 a gallon, and the savings
that would occur if they were all on low rolling resistance
tires. And as you can see, it does vary dependi ng
essentially on mles per gallon with -- I wll point out
here -- and there is another variable. Let's |look at this.
So here is a vehicle, a van, that gets terrible fue

m | eage. Now, these calculations, then, are based on mles
per gallon in a nunber of vehicles. So let's conpare that
van, it gets a fuel efficient tire, it gets $71.00 a year.
Now, let's conpare that against a vehicle that is basically
getting the sane m | eage, gets better fuel m|eage, and you
will notice that it does not save as nuch. What is the

t ake- home nessage? The vehicles that get the worst fuel

m | eage are the vehicles that are going to benefit the nobst
fromlowrolling resistance tires. |If there was every a
debat e about do you want to include LT tires in this
program the tires that go on the vehicles that get the
worst fuel m|leage, this should -- yes, you do. | nean, you
prefer to give thempriority, probably, over passenger tires
if you had the choice. So what does a two percent

i nprovenent in fuel econony |look Iike on California as a
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whole? 300 mllion gallons a year. Now, | agree, this is

a hypothetical calculation, but is it real potentially?
Yeah, it probably is. And you can assune that there is a
certain amount of lowrolling resistance cars on the road
today. Certainly, that would be the case on sone of the
debtor* vehicles, the newer vehicles right now, so if we
excl uded them okay? And then we |ooked at all these other
vehicles in the marketpl ace that woul d purchase tires. Keep
in mnd, in our data where we | ooked at the two tires, in
particular in sone depth, we saw ranges in differences of
rolling resistance over 60 percent. | nean, if you made the
m sfortune of purchasing the worst rolling resistance tire
in that size range, you are going to pay a probably 10-12
percent fuel econony penalty. So when | use a nunber to do
a calculation such as this two percent, | amjust saying,
"Well, let's see, yeah, there are sone people like that and
there are sone that have got great tires right now," and so
it is fair to say, | nmean, could we consider sonething |ike
this on the average for the sake of discussion? | think you
can, frankly. And at $3.00 a gallon, it is close to a
billion dollars a year.

Now, it should come as no surprise, by the way,
that lowrolling resistance tires turn out to be one of the
nost cost effective ways of extracting better fuel econony
out of vehicles. | hope this is com ng across okay. |
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pulled this out and scanned it froman article I found in

Autonotive News. And here we have it. Lowrolling
resistance tires for a $3.00 investnent, the | owest

i nvest ment necessary to get a one percent gain in fuel
econony of all these commonly discussed technol ogies for

i nproving the fuel efficiency of vehicles, wth one other
adder, by the way. You can do this to an existing vehicle,
where nany of these, unless it cones fromthe factory this
way, forget it, you are not going to nake this change. That
is another thing to keep in mnd is this is a technol ogy
that is applicable today on every vehicle on the road. It
is a conmon purchase we all nmnake.

So in summary, the staff is proposing that the
scope of the programinclude both passenger and |ight truck
tires, sold or available for sale in California. The test
protocol -- 1SO 285A. The rating system all tires that are
the sane size in |load index will be ranked | owest to hi ghest
based on notor resistance force. W will define all tires
wi thin 15 percent of the |owest nunber reported as a fuel
efficient tire. For the reporting requirements, we wll
have the tire manufacturers test a sanple size of three
tires, determne a declared value, that value as well as al
of the other tire information that we have requested woul d
be reported to us, and we woul d have the conprehensive
dat abase that we would then use to, in turn, get that

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

43
information out into the marketplace to the retailers, to

consuners, to everybody who wants to use and apply this
syst em

What are the features and the benefits that we
think will conme fromthis? Well, | talked about it earlier,
we think that the nost critical aspect of this -- probably
the foundation of this program-- is full disclosure and
transparency, and that is what we think the required testing
does for us. And with that information, people devel op
confidence in the system It is consuner and deal er
friendly, which we think is critical to this marketpl ace.
The way this marketplace operates, unless this is a sinple
enough concept to understand and to translate, at that point
of sale for the vast majority, unless it works there, it is
not going to work. W are convinced of it. The retailers
assure us of the limted opportunity to get a point |ike
this across. And | amgoing to nake nmy pitch now also to ny
friends fromEPA, and by the way, if | could also say, this
is an Energy Star tire. Ask for an Energy Star tire. W
think it could transformthe narket. And finally, we
believe that this programcan foster conpetition anong the
manuf acturers, which woul d do nothing but provide additional
benefits, advance the technol ogy, bring nore fuel efficient
tires into the marketpl ace because everybody is going to see
what their conpetition |ooks like. And with the system
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efficient tire in the class, we think that fosters the
conpetition that we are | ooking for as an additional benefit
for this program

Finally, I would be remiss if | did not nention
that, without the high quality dedicated services that we
have received from Smthers Scientific Services, and
assistance fromAlan Meier at LBL, my good friends at NHTSA,
who unfortunately could not be here today, Consuner Reports,
The Tire Rack, and actually many others that we had
coordinated with closely to help us | earn and understand
this subject and figure out how it could operate in the
mar ket pl ace, wi thout their cooperation and assistance and
confidence, we would not be here today. And so | wanted to
make sure to recognize them And that concludes the staff
present ati on.

COWM SSI ONER DOUGLAS: Thank you very nuch, Ray.
That was a really interesting and well delivered
presentation. | have one question for you at this tine.

MR, TUVELL: Sure.

COWM SSI ONER DOUGAS: | fully understand and
support aimng the rating systemat the 90 percent of the
mar ket that is not doing previous research, but | hope that
we woul d be able to structure the database, or provide
information to the 10 percent of public that does want to do
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advanced research and actually wants to optim ze their

efficiency on tires. So have you thought about that?

MR, TUVELL: Well, no, | guess | may not have been
clear. The database that we woul d develop as a part of this
programwi || be conpletely accessible to everybody in the
world who wants it at any tinme, period, w thout altercation.

COW SSI ONER DOUGLAS: Right and, though, | assune
as a way to nake it also user friendly, so that sonebody
could go to the database and search within the range and
size --

MR. TUVELL: Oh, yes. W wll do two things. The
vision we have, and this is a vision at this point because
we are still ahead of the ganme on this, we would envision
that we woul d develop an interactive Energy Comm ssion
website very simlar to the Tire Rack's website that | went
to, where you could plug in specific information to your
car, search it any way, get the data in any formyou want,
so we would nake it user friendly, but for both the |ay
person consunmer, who is famliar with doing sone of this
kind of stuff, but then also for the hard core researcher
who says, "G ve ne that entire Excel file of these 24,000
data points.” You got it.

COWM SSI ONER DOUGLAS: Geat, thank you. O her

gquestions?

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

46
M5. BROWN: Ray, | have one question. How many

of the tires in the database that the Arnmy submtted in
April would qualify as best in class under the staff's --

MR. TUVELL: Well, yeah. Wthout a doubt, we do
not have enough information on all tires, enough tires in
t he market pl ace right now, to answer that question because a
ot of tires that were provided in the database are only a
single tire chest in one size. And so, if you see our
programis based on the concept we need nultiple tires of
one size tested, so now we can conpare them agai nst each
other and find out which are the lows and what is the
spr ead.

M5. BROMN: But didn't you say that the database
that was submtted represents 90 percent of the tires, so a
it would be a sanple of the 90 percent?

MR. TUVELL: Well, yeah, and | attenpted to
qualify that as being -- at |east one tire that covers 90
percent of the sizes and speed ratings that are out there.
But, yes, wi thout a doubt, even now in the public domain,
there is a very limted anmount of data relative to the
24,000 SKUs that exist in the marketplace. So we wll not
know unti|l after data starts comng in with the programthat
is inmplenmented, in many cases, what is the | owest and what
is the top 15 in sone of these categories. W sinply would
not know.
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M5. BROMN: Ckay. And then regarding the change

inrolling resistance and how that translates to fuel
savings, you said it was up to tw percent and that is,
again, a rough estimate at this point.

MR. TUVELL: Well, the comonly used transl ation
is one to two percent. And we have talked to the people
that were involved with the TRB Study and they deci ded three
or four actual studies that were done to try to narrow that
down, and the TRB agreed that this was the appropriate
translation, a 10 percent change in rolling resistance is a
one to two percent change in fuel econony. And | hope |
properly characterized that as up to two percent. And the
one to two percent varies fundanentally like this, in city
driving, you are probably tal king one percent, highway
driving at nornmal speeds is not above -- you are probably
talking two percent. So that is why this varies, it is nore
like that. Wen you are driving around, or if you are
sitting at a stoplight, your tire is not going to conputing
fuel econony when you are sitting at a stoplight, and that
is why an inter-city cycle |looks |ike -- when you are
crui sing down the highway, yeah, now your tire is going to
have nore of a contribution because it is in notion all the
time. So that is the variation

M5. BROMN:. Ckay, | had one |last question. And
that is the 300 mllion gallons that you estimate woul d be
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saved in a given year, what does that translate into

gr eenhouse gas reductions?

MR. TUVELL: Eight pounds of CO, per gallon. So
you are tal king about over 2.4 mllion netric tons --

MS. BROWN. Per year?

MR, TUVELL: Yes.

M5. BROMN: Thank you.

COWM SSI ONER DOUGLAS: Thank you, Ray. | do not
t hi nk we have any nore questions at this point.

MR, TUVELL: GCkay. The next speaker on the agenda
is Mke Wschhusen fromthe RVA, a nenber of RVA from
M chelin North Arerica. MKke, | would like to invite you
up. |If you want to go ahead, can you take it fromthis --

MR. W SCHHUSEN:. Thank you, Ray. Good norning,
Comm ssioners. Thank you for the opportunity to participate
in the workshop this norning. M nanme is M ke W schhusen.
| work for Mchelin North Anerica, Inc. | am here today
representing the Rubber Manufacturers Association, eight
menbers of RVA, which include Bridgestone Anmericas,
Continental Tire North America, Cooper Tire and Rubber
Conpany, the Goodyear Tire and Rubber Conpany, M chelin
North Anmerica, Pirelli Tire North Anerica, Toyo Tires, and
Yokohama Tire Corporation, and representatives of many of

t hose organi zations are in the audi ence today.
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Now, just for historical perspective, let's go

back through the history of this project. It started in
2001 with SB 1170. Sone of the requirenents in SB 1170 --
devel op and adopt recommendations for a California State
Fuel Efficient Tire Program a rating systemfor tires that
provi des consuners with information on the fuel efficiency
of individual tire nodels, a consuner friendly systemto
dissemnate tire fuel efficiency information as broadly as
possi ble. And on to 2003, AB 844, a particular piece of

| egi slation. The requirenents of AB 844 -- the Conm ssion
shal | devel op and adopt all the foll ow ng: a database of the
energy efficiency of a representative sanple of replacenent
tires, and then after that, based on the data collected,
pursuant to Subdivision A a rating systemfor the energy

ef ficiency of replacenent tires that will enable consuners
to make nore informed decisions, and finally, C) based on
the test procedures adopted pursuant to Subdivision A and
rating system established pursuant to Subdivision B
requirenents for tire manufacturers to report. Just a quick
summary of the relevant legislation, and then fast forward
to 2009, and we are discussing the staff draft regul ations.
Now, Ray just went through that in a |ot of detail.
Condensed into one slide, a lot of the same information. W
woul d i ke to use the | SO 285A test procedure, and in the
proposed regul ation, recording rolling resistance scores,
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three sanples of every SKU sold in California. The Energy

Commi ssion will determne the Iowest rolling resistance
force values submtted for every conbined tire size
designation and | oad index after all the data is submtted.
The Energy Commi ssion will assign, after the data is
reported, tires to the fuel efficient tire category if they
are recorded rolling resistance force values that are within
15 percent of the | owest reported value for every conbi ned
tire size designation and | oad inpacts, however, critically
that does not differentiate between speed index, or speed
ratings, which we will show |later can | ead to sonme unsafe
and perhaps dangerous sel ection between tires. The Energy
Commi ssion will award, again, after the date it is
submtted, the tires that are not fuel efficient category to
all tires with reported RRF val ues, Rolling Resistance
Force, not within 15 percent of the reported val ue, and al
data to be reported by July 2011. Again, just really
summari zi ng what Ray has al ready gone t hrough.

Now, if we |ook at the list of reporting
requi renents which Ray put up there very quickly, there is a
| ot of extraneous data that is not related to and does not
support the objective of a rating systemfor the energy
ef ficiency of replacenent market types such as, you know,
special features of the tire, whether it is the color of the
tread, tread and sidewall ply material identification
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sidewal | lettering styles, flat wall, whitewall, raised out

line black lettering, is it going to, again, the selection
of fuel efficient tires -- dianmeter rate -- Ray had the
whol e |ist of dozens of itenms up here that are required in

t he proposed regul ation. But for nobst regulations, really
does not satisfy the requirenents of AB 844. A
representative database based on the sel ected test nethod
was not devel oped, and the rating systemis not derived from
that representative database since the representative

dat abase does not exist. And reporting of data is required
before the rating systemis established. But the rating
system cannot be established as proposed until after all the
data is together, so we are getting out of order there. The
reporting and auditing requirenents do not account properly,
nor conpletely, for technical neasurement uncertainty. The
previ ous presentation was absolutely right, the reporting of
techni cal neasurenents, test neasurenents, is a very very
conplex item particularly so in the rolling resistance
performance of tires. And the lab to |ab variations, which
i s addressed by I SO 28580 still does not render perfectly
conpar abl e nunbers between different |abs or between
different machines. 1In short, a tire nmeasured in Lab Ais
going to give you a different nuneric nunber than the sane
tire -- exact sanme tire -- neasured in Lab B. And that is
sinply a fact of scientific nmeasurenent. And it occurs to

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

52
everything, not only tires -- every scientific neasure you

make has that uncertainty in there.

And then a question -- we are all tal king about
manuf acturers, and manufacturers are required to report al
this data, however, a significant nunber of tires in the
State of California are sold -- they are manufactured
of fshore and sold. So the question is, should you include,
or should the scope include the distributors and inporters
and give themthe requirenent to report for those tires that
they bring in offshore? The inplenentation schedule, the
July date, is not with the consultant study that the Energy
Conmi ssion contracted and paid for. In the February 5'"
2009 Wor kshop, where Smthers Scientific Services presented
their information, they did indicate a 15-18 nonth
i npl enentation time frame for the purchased installation and
utilization of new testing equi pnment. And new testing
equi pnent is required to acconplish this, rest assured.
Smthers also, as was stated in the previous presentation,
made estinmates of the time required once the equipnment is in
pl ace, in order to do this volune of testing. The previous
presentation shared one scenario, which is the nost
optim stic scenario, of about a year. The range of
scenarios went fromone to eight years, and as in any
scenario analysis, reality lies probably sonewhere in the
m ddl e between one and eight years. So if you take that
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somewher e between one and eight years, and add it to the

15-18 nonths, by the time this regulation is approved and

i npl enented, the July 2011 date, it is wthin tw years,

| ess than two years away, or will be less than two years
away. So that date is problematic. Also, the 2011 date is
t he deadline for manufacturers to report data. 1In the
proposed regul ation, there is no tineline, there is no
commtnment, there is no requirenment to the Energy Comm ssion
to assign the tires to categories efficient or not
efficient, and there is no tinme line, there is no

requi renent for nmaking information avail able to consuners.
So having manufacturers report is one thing, but there is a
whol e ot her set of tinelines that we do not know because it
is not in the proposed...

The sinplistic, fuel efficient, not fuel
efficient, categorization actually does not allow the
maxi m zation of several very inportant things, 1) consuner
differentiation in the fuel efficiency of their selection.
| think this goes to the point that was made in the
guestions, and | will explain that in a mnute. It does not
all ow the maxi m zation of manufacturer differentiation of
their product offering, and if the manufacturers cannot
differentiate it and advertise on it, the consuner cannot
decide on it. And it does not maxim ze the opportunity for
conpetition anong nmanufacturers that will, in the long term
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| eave the necessary narket transformation. Also, you need

to go over those points in alittle nore detail.

For the consuner differentiation, you can very
easily identify scenari os where, because of specific Bureau
requi renents or other constraints, some consuners may only
be able to sel ect between several tires that are in the not
fuel efficient category. The potential range of fuel
efficiency in that "not fuel efficient"” category can be very
broad, and with this sinple digital yes/no categorization,
you have deni ed those consuners the ability to make a
choice. And the sanme thing applies to nmultiple choices
within the fuel efficient type category. Sone consuners nmay
want to say, "I want a nore fuel efficient," but again,
sinply the digital yes/no, the consuners cannot do that, and
the retail ers cannot nmake a reconmendati on because the
information is not avail abl e.

The second point, manufacturer differentiation.
Tire lines are very conplex. |If you go to atire store, you
pi ck up a catal ogue, you go to the Tire Rack database, a
variety of tires are available, it is very conplex and very
daunting for nost consuners. That is not the fault of the
tire industry. W have to nmake tires that fit the vehicles
that are on the road. The range of sizes and |oad ratings,
and speed ratings that are required are selected by the
vehi cl e manufacturers, so we cannot sinply say, "Ch, well,
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we'll reduce the conplexity of our product lines.” W have

to make product lines that fit the vehicles that are on the
road. Full line tire manufacturers, the larger tire

manuf acturers, will have nmultiple lines in each of these
categories. Wth Mchelin and any ot her |arge nmanufacturer,
will have multiple lines wwth in the fuel efficient

category, and will have nmultiple lines within the not fuel
efficient category. |If we do not have a rating systemthat
can di stingui sh between those lines, we cannot differentiate
those lines, and therefore we cannot advertise nmarket and go
to consuners and communi cate with consumers about one tire
bei ng better than another. And in order to truly transform
the market, the manufacturers need to be able to
differentiate lines in the eyes of the consuner. Now

whet her the consuner sees that for hinself through his or
her own research, or whether they see that through or with
the assistance of a retailer, the differentiation and the
ability to differentiate still needs to be there. That is
key to market transfornmation.

The idea of conpetition anong manufacturers --
conpetition anong manufacturers is one of the strongest
drivers in market transformation, and | have sone exanpl es
of that later in the presentation. However, if all we have
is a sinple yes/no differentiation or categorization, we
cannot differentiate our own products fromthose of other
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manuf acturers, and we do want to conpete, so that is how we

push our businesses forward. W want a categorization
systemthat will allowus to differentiate us from our
conpetitors. And if we cannot differentiate ourselves on
any particular nmeasure, we are not going to invest in
advertising it, or marketing it; if we do not advertise or
market it, it is not available for the consuners to use, the
consuners to take action on.

Now, assi gning categories, dependent on date
subm tted at an unknown frequency. Okay, now, we have
tal ked about the existing products, all the data has to be
submtted as per the regulations, by July of 2011; however,
as we devel op new products and watch new products in the
mar ket, which is a continuous process, we would need to
submit that data. |If we do not know in advance when we w |
get a response, or when that rating will be assigned, again,
we cannot advertise it. W cannot prepare the marketing
material for it, and therefore the consunmers will not know
it as early as they could knowit. And true market
transformation will only come if consumers change their
buyi ng behavior, and this requires avail able information,
tinmely available information, not information after the
facts.

Al so, as the regulation is proposed, tires can
periodically be renoved fromthe fuel efficient list. That
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can cause a problem for manufacturers if -- we nay have a

tire renoved fromthe list, we are not going to invest a |ot
in advertising and marketing material, and that is a big

di fference between the proposal and things such as the
Energy Star program Once a product is awarded the Energy
Star | abel, it keeps the Energy Star l|label, there is no risk
of it being pulled off the |ist because another tire has
been i ntroduced which has a better rolling resistance. So
that is a potential issue for many manufacturers, that there
is arisk of having that |abel renoved. It nmakes it very
difficult to justify the investnment in marketing and

adverti sing.

The tire size based groupings could lead to
incorrect and even unsafe tire selections. |If multiple tire
sizes are legitinmate for a vehicle, which is very very
common in the case of light trucks, the consuners will not
be able to conpare two tires of different sizes because the
two different sizes are rated out of the standard. So you
cannot say a fuel efficient tire in Size Ais either as fuel
efficient, nore fuel efficient, nore less fuel efficient,
than a tire in Size B. |If you are in a scenario where tire
size Ais labeled not fuel efficient, but tire size Bis
| abel ed fuel efficient, you want to nake sure tire size Bis
safe and correct, adequate to carry the |l oad on that
vehicle. Al so, we went through this in the Vehicle Ratings
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Wor kshop, using RRF, Rolling Resistance Force, as the

metric, can |ead consuners to select tires that are too
smal |l for their vehicles, so we prefer the usage of the
Rol 1'i ng Resi stance Coefficient as opposed to Rolling
Resi stance Force. Again, issues |like this will deteriorate,
or potentially deteriorate the consuner confidence and trust
in the progranms, we agree, is incredibly inportant for the
success of the program and the effectiveness of the program
Now, we have nentioned that the proposed
regul ati on does not appear to adhere to the order of itens
in AB 844 primarily because it requires the reporting of
test data and Comm ssion action before tires are assigned a
category. Now, that inherently delays the availability of
actionable information to consunmers. They have got to wait
those two years, three years, whatever it takes to report
t he data, then the Conm ssion has to act and there is no
established tineline or deadline for that Comm ssion action.
And then there is no established tineline or deadline for
making this information to consuners. So it is -- we seem
to have gone upside down fromthe requirenents of AB 844.
And | think this is the case -- and, again, we wll talk
about this nore in a nmonent -- sone information earlier is
better than nore information |later, because nore information
is not necessarily better information, or nore accurate
information. You know, it is our conclusion after reading
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the staff proposal that the exenptions apply strictly to
the types and quantities of tires sold solely in the state
of California, as we read the proposed regulations. Al so,
data reporting requirenments on exenpt tires, and there are
very burdensone data reporting requirenents on tires that
are exenpt, just ask the court actionable consuner
information. So | think tires based on their fuel
efficiencies, it is sinply a burden, a burdensone reporting
requirenent.

The data reporting requirenents will result in
additional staff being hired by each of the manufacturers.
We have to add people, nore staff, because of the nagnitude
and conplexity of these reporting requirenents. Also, it
appears that |arge data managenent requirenents on the part
of the Comm ssion could result in significant additional
staffing needs on the part of the Conmi ssion. This data
does not manage itself. It does not store itself and it
does not analyze itself. Going on with our observations,
there is no indication that the Energy Conm ssion data
collection, or the industry input, has been incorporated in
t he devel opnent of the proposed regul ations. Over the | ast
six years, significant expenditures of tinme and noney have
been nmade in support of devel opi ng a database for the
requi renents of the AB 844. The Energy Commi ssion's
industry rolling resistance testing has a significant anount
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of time, and effort, and research provided by the industry,
al so, however, it does not appear that this information is
requested in the proposed staff regulation. Those are our

observations on the staff proposal. Now, on April 8'" of

2009 in the Rolling Resistance Wrkshop, the industry nade a

proposal, and I would Iike to recap that on the conputer.
The i ndustry proposal very sinply is a categorization
schenme, a bucket schene, okay? A tire would be rated A B,
C, D, E, one star, two star, three star, whatever is
anmenabl e, based upon the location of its rolling resistance
performance on a continuous scale. Again, these nunbers are
representative, | nean, we are not proposing these are the
nunbers to use. The exact nunbers to use need to be

devel oped from an anal ysis of the representative data of
tires in the market. Rapidly, if you look at it, the

popul ation will distribute itself and this information was
provi ded by the industry. In a bell-shaped curve,
approximately a bell-shaped curve, very conceptually, the
bl ue bars represent the boundaries of the buckets or the
categories. You can set those bars based upon the market
distribution. You can set those bars nore aggressively so
that fewer tires appear in the higher categories, you could
set them | ess aggressively so that nore tires appear in the
desired categories. But this is the basis of the industry's
proposal. Now, in nore detail, again, we proposed the use
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of Rolling Resistance Coefficient. There was very detailed

testinony provided in the April 8'" workshop that showed t hat
Rol 1'i ng Resistance Coefficient is a nore reliable indicator
for the whole consuner population than rolling resistance
force. This will provide nore robust, nore reliable
information and nore actionable information to consuners.

It also includes efficiency and cost benefit gains both for
the Comm ssion and for the industry. And this type of
categori zati on system has proven effective at market
transformati on and consuner purchase nodification, which is
the core of any fuel savings CO, reduction nunbers that you
talk about. [If the market does not nobve, you do not get
those gains. Let's play each of those points -- nore
robust, nore reliable information. The continuous five
category scale would allow consuners to prioritize between
many tires, regardl ess of where they fall on this scale. W
touched upon this a little bit earlier. The difference in
fuel econony between the | owest rolling resistance tire and
one that is 15 percent higher, they are both within the fuel
efficient category, fuel efficient tire category, but their
difference in fuel efficiency could be upwards of two
percent. So you have got a two percent potential gain that
you are not differentiating if you sinply use that yes/no
two-level. And the sanme applies on the other side in the
not fuel efficient category. The range of rolling
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resi stance there could be used greater, so, again, if you

do not provide consuners the ability to differentiate, you
are giving up that potential savings.

Looki ng at cost and benefit gains for the
condition in the industry, a data and record-keeping
i ntensive program which this is, requires significant
i nvestnment on the part of the Comm ssion due to ongoi ng
expenses for requiring and naintaining data expertise, data
gual ity assurance, hardware and software mai ntenance, as
wel | as personnel expenses. This will require the creation
and operation of a bureaucracy with its associ ated over head.
As was shown in the previous presentation, industry costs
for a data reporting schene as proposed in the proposed
regul ation, are in excess of $20 mllion. That $20 mllion
figure was derived before we needed the magnitude of the
reporting requirenment, so that nunber will go up. As
presented in the April 8'" workshop, the industry costs for
our proposal is in the neighborhood of $4 mllion.

Looking nore into the costs and benefits gains for
the Comm ssion and the industry, as | said, in the staff
proposal, there is no tineline for consuner information to
be available. It talks about what manufacturers need to
report, but by the tinme the industry reports, the tires have
not been assigned to categories, the information has not
been made avail able to consuners. Consumer actionabl e data
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fromthe industry's proposal could begin to be avail able

al nost imredi ately. W know the rolling resistance of sone
of our tires. That information could be nade avail abl e

i medi ately. And as we add new tires, we could add that
information to the consumer available information. W do
not have to wait for every tire to be recorded before
consuner actionable information could be nmade avail abl e.

In addition, a categorical rating systemeasily
lends itself to quantifiable savings estimtions between
grades in terns of fuel saved, nobney saved, greenhouse gas
reduction. Now, here is a tool that a retailer can use to
show a consuner that, if you drive a conpact vehicle, and
you are choosing between a three-star tire and a one-star
tire, here is the potential savings you could have, okay?
That is not possible with the very sinple yes/no fuel
efficient, not fuel efficient type of information. So that
the categorical systemgives you a very powerful tool that
can be used with consumers, in general, to make their
choi ce.

The categorical rating systemalso has a very
proven effectiveness as a track record of being very
effective at transform ng markets and nodi fyi ng consuner
behavior. Wat we are looking at is a chart of the
hi storical UTQG traction grades. The chart starts in 1988.
If you look at two lines, |look at the pink Iine and the
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yellow line. The pink line represents the A traction

grade, the yellow line represents the B traction grade, Ais
better than B. Wen that information was nade avail able to
consuners, you could see a trenendous shift in consuner
behavi or as denonstrated by product offerings. Consuners
mgrated toward the better traction tire at the expense of
sales of the lower traction tire. As the proportion of "A"
rated tires in the marketplace grew, the proportion of "B"
rated tires went down. And in the late 90's, when the
double A traction grade was made avail abl e, AA being better
than A, you see that consuner purchases of the AA grade

i ncreased, and purchases of the B and A grades continued to
decrease. The entire market is shifting toward the better
performng tires because of the availability of this
information. Not only availability to consumers, but
conpetition between manufacturers. Again, another exanple,
UTQG tenperature trades. Again, the dark blue line
represents Grade A, which is best, the pink line represents
Grade B, which is in the mddle, and the yellow line
represents G ade C, which is the | east performng. Once
this informati on was made avail abl e to consuners, again,
consuner purchase behavior mgrated toward the higher graded
tires and away fromthe |lower graded tires. Having this
sort of information available to consuners changes consuner
behavi or and it changes consuner purchase behavi or.
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There are shortcomngs to the UTQG system | do

not know of a soul -- and | have been in this business for
25 years -- and | do not know anyone who thinks the UTQG
systemis perfect. But it does work. And the ngjor
shortcom ngs are easily corrected. The reason that the UTQG
conmes under attack, nostly, is because of the way that the
UTQG rule is witten. It nerely says the tire nust perform
at the level indicated in the |abel. Wat that neans is the
manuf act urer can, for whatever reason, put in |ower
performng requirenent on the tire, and he still satisfies
the regulation. There is a very sinple solution to that --
wite the regulation to say that the category that goes on
the side of the tire is what the tire tests at. Take away
the manufacturer's ability to degrade the tire, problem

sol ved.

Al so, a significant part of the industry proposal
is the use of self-certification; again, self-certification
conmes under attack froma |ot of people who had no
experience with it, and that is unjustified. Allow ng self-
certification does not increase the risk of false, bad, or
m sl eadi ng data. The staff proposal includes a proposed
audit system Leave the audit systemin there, let the
manuf acturer determine the rating, the Conmi ssion can retain
the right to run an audit. There is the check and bal ance.
There is no loss of integrity of the systemallow ng self-
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certification. There is an even |ower cost option and that

is, rather than a Comm ssion run and Conm ssion paid for

audit system establish a manufacturer challenge. Trust ne,

we watch what we each do. |If someone is making unrealistic
clainms, they will be challenged within the industry. Self-
certification is not a new concept. It is not an un-tested

concept. Self-certification has been utilized successfully
for decades by the Departnment of Transportation for
conpliance with federal notor vehicle safety standards.
This is not just for tires, this is for autonobiles, buses,
and trucks. Safety standards are governed by self-
certification, okay? Again, the system works.

The consuner information aspect of the industry's
proposal, as well as the speed of inplenentation, the
ability to get actionable information in the hands of
consuners sooner, creates an AB 32 early action that truly
begi ns reducing CO, em ssions by 2012. There is an
opportunity there to junp start.

Now, there is an even greater potential savings
out there. W all know that, very recently, the Ar
Resources Board made a precedent setting decision to forego
unique California only tail pi pe greenhouse gas standards in
favor of adopting new Federal standards that net the intent
of the State of California. As was nentioned, NHTSA is
currently in the process of developing a tire rolling
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resi stance information systemthat could be adopted by the

State of California. Gven California' s current budget
crisis, it spending scare state funds on the duplicative
regul atory program may not be viewed as prudent state
policy.

The i ndustry supports providing access to
actionabl e information about tire fuel efficiency
enconpassing the full range of consuner purchase options.
Many menbers, mnmy own included, have been working for decades
pushing the benefits of lowrolling resistance tires. It is
a tough sell. It is not sonething that consuners ask for,
okay? W are not against providing the information, we want
to provide the information. And ny conpany's experiences,
and many ot her RMA nenber conpani es' experiences denonstrate
that. Good information provided in a useable form as soon
as possible, and in the nost efficient manner, will support
efforts to transformthe market and realize the benefits of
nore fuel efficient tires. And that is when benefits can be
achi eved qui ckly with m ni mum negative inpact in cost, for
t he Governnent, consuners, and industry. That concludes ny
comments. Thank you very nmuch for the opportunity.

COWM SSI ONER DOUGLAS: Thank you for bei ng here.
And if you do not mnd staying for a couple questions, |

have a few and the advisors at the dais may, as well.
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It seens |ike you were saying that self-

certification would sonmehow cost you nuch | ess than doing
identical tests and giving us the data, and | guess | just
do not understand why the costs and | ogistics of doing a
test would be different, unless you are thinking of doing
different tests.

MR, W SCHHUSEN. We would do much | ess testing and
less -- the conplexity of the reporting is reduced. A
typical tire line will have, you know, 15, 20, 30 different
sizes init, in very small gradations. Based on our
experience, our engineering expertise, we can forget with a
hi gh degree of accuracy if |I know every second tire -- |
test every second tire, or | test every third tire -- we can
i nterpol ate what the performance of the sizes in between
will be.

COWM SSI ONER DOUGLAS: | see, so you woul d test
fewer tires and you woul d extract or generalize fromthe
tests to assign categories or sonething, nunbers.

MR. WSCHHUSEN. And then with an audit or a
manuf acturer chall enge programin place, that is the check
and bal ance on that system

COWM SSI ONER DOUGALAS: | see, so now | understand
what you are proposing. Just a comment, and | would like to
gi ve you a chance to respond since this seens to be
sonet hing you feel strongly about. | really do not agree
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with you on the argunent that you nmade for a gradation of

grades as opposed to a sinple yes/no question. | found the
staff presentation on the way to the nmarketplace works and,
frankly, based also on ny experience buying tires, where |
do not want to spend a mnute or a second | onger doing that
t han absol utely necessary, frankly. It is very conpelling
and | think that, while you can show that, obviously, if we
were able to obtain perfect information in the marketpl ace,
then we woul d get nore perfect results, potentially, than if
we have a yes/no system The thing that is very attractive
to me about a yes/no systemis that | think it will be
easier for consuners to use, nore consuners will use it, and
at the very |east, we would be able to push the market hard
away fromthe poor performng tires, and so | see a
tremendous benefit of doing that, and I wanted to give you a
chance to respond to those comments.

MR. WSCHHUSEN: Al right, well, | think it takes
no longer tinme to relay to a consuner that a tire
categorized as Dis not as efficient as a tire categorized
as B, and yet the benefit to the consuner is greater between
a DtoaBtire, than it is between a tire 16 percent higher
than the | owest grade, and a tire 14 percent. So if you
have that scenario where you are |aying out each side of the
border of a fuel efficient tire, the gainin rolling
resistance is essentially zero; however, if you get at this
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dramatic difference in labeling, if you have A, B, C, D, E

you say a Dis better than E, a Bis better than D, an Ais
better than a C, and with the chart that | showed, it is
easy to put an estimtor on what that benefit will be --

COWM SSI ONER DOUGLAS: Even though | hear what you
are saying, we have tal ked about that in conmttee
wor kshops, and | have tal ked about it wth nmy advisors, but
| have got to tell you, putting nmy tire consum ng hat on and
listening to you say what you just said, | think any deal er
who tried to say that would be tuned out so quickly. And so
| so disagree, but |I thank you for presenting that
perspective. | think that is all of nmy questions. Are
t here ot her questions from advi sors?

M5. BROAN: | just had one. | amstill puzzling
over your conmment that with self-certification you would be
doing less testing, not nore. And by putting all these
tires into five bins instead of two, it seened to ne you
woul d have to do nore testing, and nore detailed testing to
make a system work that way.

MR. W SCHHUSEN: They work. W have been buil di ng
tires for 100 years. W are famliar with how they perform
and we are famliar with the details of construction and the
materials in there, and the inpact changes in materials,
changes in construction have on the performance of tires.

It is an estimation that only very experienced peopl e can

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

71
make, and yet we are not asking you to trust us -- put the

audit systemin place and verify it. But it allows us to
get the information to consuners nuch nore quickly and at a
| oner cost. And there is no data at that point for the
Comm ssion to manage along with the associ ated costs of
managi ng t hat dat a.

M5. BROMN:. And what kind of audit system woul d
you be recomrendi ng?

MR. W SCHHUSEN: There are many that are
avail able. | discussed two of themin ny presentation. One
is a Conmi ssion-run audit system which is in the staff
proposal. A variation of that, which would be | ower cost
for the Comm ssion, would be a manufacturer's chall enge
system where manufacturers can chall enge each other. "I do
not agree with the rating that you supplied for your tire.
Prove it." And that cost is borne by the manufacturer, not
by the Conm ssi on.

M5. BROWN: Do you agree with the estimtes of
cost that the staff proposed as it portends to troubled tire
sal es, the cost of tasking?

MR. W SCHHUSEN:. Yeah, it is very sinple, you
divide and total the cost by the total nunber of tires sold.
| think our uncertainty to where we nmay di sagree is the
total cost. It is cost vs. tine. It is a question of
capacity.
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M5. BROMN: | guess | have just one |ast
question, and that is directly to you, Mke, as you work at
M chelin, are you saying that much experience with the
European rating system which is an A, B, C, D, E system as
| understand it? Can you conment on that and what you have
| earned fromthat?

MR. W SCHHUSEN: Wel |, understand, the situation
in Europe, the only regulation that has passed in Europe
today is the requirenent for sonme sort of a cap to be
applied, okay? And that cap is a cap on rolling resistance,
there is a cap on wet grip, there is a cap on noise. The
actual gradi ng system has not passed, it has been subject of
much debate and it is often close to being passing, it is
actually a seven-bucket systemw th sone variability in the
wi dt h of each adjacent bucket.

V5. BROWN: So it would be premature to draw any
concl usi ons about the effectiveness of the systen?

MR. W SCHHUSEN: Because we are dealing with
proposal s, yeah. So, no, we do not know the effect because
it is not in place, it has not had a chance to effect the
mar ket yet. Again -- oh, excuse ne.

M5. SCHWZER: Yeah, | do have a question
t hanks. Regarding the July 2011 proposed reporting
| abel ing, you stated that was unrealistic and it seened to
be based nostly on the anmount of tinme it would take to
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purchase and install the new nmachines. In Ray's

presentation, it seened |ike there are sonme machi nes that
t he manufacturers already owm. Can you coment at all on
how you m ght be able to use those machi nes you al ready
have?

MR, WSCHHUSEN. Yes. Smithers apparently did not
speak to any tire manufacturers when they estimated how many
machi nes were available. | know the nunber is not accurate
for ny conpany. | cannot speak for other conpani es because
| do not know what their capacity is. The other error in
rationale there is that all machines globally are avail able
for testing for the State of California. That is sinply not
true. | nmean, it is a North Anerican market. W have not
even tested capacity in North Anerica, and that is the
nunber we need to use. The other very optimstic assunption
that was made was machine availability. You know,
essentially the down tine. W are in a very tight margin
i ndustry. W do not have huge anmounts of capital
investnment. And, understand, a rolling resistance test
machi ne is a huge anount of capital investnment. |If we spend
t hat noney, we do not let the machine sit still. These
machi nes can be used for other testing and, if they are
avai l abl e, they are used. So assumi ng that, you know, 50

percent of machine tinme is dormant right now and can be
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i mredi ately put into place sinply is not a realistic

assunpti on.

COWM SSI ONER DOUGLAS: Thank you. | think that is
all of our questions. Thanks very nmuch for being here today
and for maki ng your presentation.

MR. W SCHHUSEN: Thank you

MR TUVELL: That, uh, concludes are first

session, to start on our lunch tinme, so -- wait, Dan?
MR. GUINEY: | am Dan Guiney with Yokohama Tire.
| live inlrvine, California. | would just like to go on

the record and say that | would hope that whatever our state
decides in terns of this draft regulation, that it is not
based on anyone's personal opinion about a buying
experience, with all due respect. | would hope that it is
based on years of experience in transform ng markets, which
we tried to present. Thank you very nuch.

MR TUVELL: | failed to ask whether or not there
is anybody that is participating the via the Internet that
has any questions or comrents at this point. But because we
will likely be breaking for lunch -- wait, Mke Wschhusen
just raised his hand here. Pl ease.

MR W SCHHUSEN: Yes. Could we have for the
record a list of who is participating via the Internet?

MR. TUVELL: If they identify -- the people who
choose to participate by Internet have the option of
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participating confidentially, or registering their nanes.

| f they have registered their names, we will nmake them
avai lable. If they choose not to, then | would like to
honor that. So | would like to ask at this time if there is
anybody that is participating via the WebEx that has
questions regarding our first session because we will soon
be ending that session and going into the next, so if you
have questions regarding the first, please ask those now.

MR. TONASCHEL: This is Luke Tonaschel. Can you
hear ne?

MR TUVELL: Yes, we can, Luke.

MR. TONASCHEL: COkay. | tried to chine in a few
tinmes, but I was not sure if anybody coul d hear ne.

MR TUVELL: Just a minute, Luke. There is
sonebody el se tal king. Please honor that Luke has the

floor. Go ahead, Luke.

MR. TONASCHEL: | heard Conmm ssioner Dougl as and,
| believe, Susan Brown, and | amsorry, | could not be there
in person, | just had a couple quick cormments related to the

di scussion, both of the Comm ssion presentation and Mke's

presentation. And as Mke pointed out, AB 844, and Ray

poi nted out, was originally passed in 2003, so we have been
spending a lot of time comng to this noment and, you know,
my overall recommendation is that NRDC is urging the

Comm ssion to quickly adopt this regulation. There are two
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mai n strengths of the Comm ssion's draft that -- | would

say the two main strengths of the Comm ssion's draft are
that they include data reporting requirenents and the way
that they structure the rating system |In ny last letter to
the Commi ssion in response to the previous workshop, | made
the point that accurate tire efficiency data is an essenti al
undertaki ng of an effective program and requiring the
reporting of the test results gives confidence in the tire
performance and becones a basis for consuners to nake

i nformed purchasing decisions. Requiring the data to be
transparent and avail able on a public database al so

encour ages conpetition anong the manufacturers to deliver

t he best product. Another point of this, and related to the
di scussi on about sort of the threshold rating systemis that
t he dat abase also allows retailers, marketers, and others

t hat provide consuner information, sonebody |ike Consuner
Reports, to analyze the results and they can find new and

i nnovative ways to educate the consuner over the whole range
of the results. So in addition to the -- you have, | think,
t he doubl e benefit of having a sinple systemwhere, you
know, a retailer that wants to stock their shelves knows
that they want to |l ook for the fuel efficient tires, and
they can have that in their RFP that they are suppliers, but
you al so have a system by which retailers can build nore
sophi sticated prograns and do nore consuner education based
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on the whole range of the data. So | think the system as

it is provides both those benefits. So again, the rating
system benefits fromsinplicity and encouragi ng conpetition,
and it is the 15 percent threshold allows the consuners to
have an easy sort of quick designation of what fits onto
their car. But | think the rating system al so, being key
for the best perforners, automatically keeps up with the
changes in the marketpl ace and, again, encourages nore
conpetition anong the tire nmanufacturers with a race to the
top, the tire manufacturer that produces the nost efficient
nodel for a size and a |load class effectively determ nes how
many other tires can be | abeled as efficient in that class.
And | want to point out that this is not a new concept.
Actual |y, Japan uses a very simlar concept in their energy
| abeling system which they call the "Top Runner Program™
So to summarize ny brief conments, | just want to say as an
energy [inaudible] | think this is a strong regul ation and |
urge the Conm ssion to nove quickly to adopt it. Thank you.

MR. TUVELL: Thank you, Luke. [Is there anyone
el se on the Internet that has coments, questions regarding
session 1, before we break?

MR. RASSETTER. Ray, this is John Rassetter at
Tire Rack in South Bend.

MR. TUVELL: Thanks, John. Go right ahead.
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MR. RASSETTER. One of the things that we | ook at

is the conmbination of both the California Energy Star type
of rating. It has really got to be conplinmented by the
detailed information on the products because, certainly for
the casual tire purchaser, the Energy Star is a clear nmarker
intheir mnd, but I think to maintain the information so
that it is not only a single system but that it does allow
the Internet and ot her conpani es such as Tire Rack the
ability to make conparisons throughout the range of products
within a given size, and certainly one of the things that we
have tried to do is differentiate products by allow ng the
consuner to still buy al nost any of the characteristics of
size, load range, speed rating, and things of that nature.
They can |l ook at a macro view of all tires in the
appropriate size for their vehicle, or then go down to the
mcro view of specific ones that are of greatest interest to
t hem based on the various characteristics. So one of the
things that we feel is that it is inportant not only to have
the basic Energy Star type synmbol as one characteristic, but
it also is equally inportant to have the range of data
avai l able to the world.

MR. TUVELL: And we agree conpletely, John. And
if there was ever anybody's confusion on that, we intend to
provi de both. You are absolutely correct that there are
t hose of interest out there that love to do the detailed
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research, and we want to get that information in their

hands. And let ne also say that | agree conpletely with

what Luke Tonaschel said in that if this data, all this

detail is made available in the marketplace, | cannot wait
to see the creative uses of that data. | know there are
sone people out there who get into this stuff in detail, and

| just want to see what they can turn this into, in terns of
potential calculators, and other ways to digest the
information and transformit into the marketplace in
different uses, because | could just see an unlimted use
potential for the data, and that is why we want to nake that
anot her central part of this program get this detailed data
in the hands of everybody who wants it, and let them put it
to use. Thanks, John. |Is there anyone else that has
comments on the first session before we break? Okay, if
not, then we are going to break the first session. | am
going to suggest that we start the second session at --
sonebody help ne -- | amthinking either 1:30 or 1:45. |Is
there a preference? 1:30? GCkay, 1:30, and rmaybe we can get
out earlier. GCkay, so it is essentially 12:20 now. W wll
reconvene at 1:30. Thank you very much.

[OFf the record for |unch break.]

[ Back on the record at 1:40 p. m]

MR. TUVELL: And, and so, | wanted to actually

ki nd of have an open discussion here first about how we
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wanted to proceed and what the vision was. The Conm ssion

has previously run workshops simlar to this, where we have
sort of this bifurcated, hybrid sort of a thing. M
expectation, along with the Comm ssioners and Advi sors,
woul d not necessarily participate in the second part. The
second part was the vision that it is the opportunity to
roll up your sleeves, let's sit down and talk in sone
detail. So, for exanple, this would be an entirely
appropriate tine to maybe go through the regul ations to say
is there any confusions or m sunderstanding, did you
understand how this worked? Did you find some errors? For
exanple, | put out a little bit, an errata outside today.
Let me tell you what that is. The errata is the basic
problemwe found in the editing associated with the vision
of the version that is out on the table today. GCkay? So it
woul d be the nobst current version, but | think you would

al so agree if look at the errata, there is no pre-defined
substantive changes or substantive problens. And so | just
wanted to bring your attention to this as the nature of the
docunents. Ckay? But -- and then, so also -- so | am open-
m nded on how you woul d even |ike to proceed. But | know

t he Comm ssioners' vision is this is the opportunity to nake
sure there is no confusion or m sunderstandi ng on anythi ng
we are proposing to do. Ckay? That this was the
opportunity for the industry, in particular, to drill us in
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detail about the Regs. And so that we can say, we can ask

a good question, | nean, as far as | know, there is nothing
else, and if there is, then here is the issue, or sonething
like that. OCkay? This is clearly the forumfor doing that.
Now, also, | was talking to Andrew Fanara, who is here from
Energy Star, and they have been watching different

di scussions relating to Energy Star, and this, that, and the
ot her thing, and there were sone comments about it fromthe
industry in this norning' s session that suggests to ne that
there may be sone confusion about how Energy Star operates,
and so | have asked Andrew whet her or not he woul d be
willing to share in any discussions about that, if there is
any confusion. Now, |let ne again qualify the whole

di scussion or use of the Energy Star nane today, okay? We,

t he Energy Comm ssion, do not have the authority for the use
of the term"Energy Star"” relative to this program Let ne
make that clear to everybody, however, okay, | have been, as
you know, Andrew and Energy Star were at our Novenber
roundt abl e neeting. W have been coordinating with them al
al ong because we saw the potential there, that maybe there
is an opportunity to do sonmething in the future. GCkay? And
so it is uncertain, but nevertheless, if there is sone
confusion on the part of the industry about how coul d that
sonehow potentially apply to this program the perfect tine
to raise those questions and see if Andrew has sone answers
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for it. Okay? Also, inthis norning's session, in the

i ndustry presentation, | think there were a nunber of things
that were said that suggested to ne that there nay be sone
confusion fromyour folks' perspective after having read our
regulations. And | would be happy to answer sone of those
things. And maybe that is a good place to start, to try and
get the ball rolling here. For exanple, | recall in the
nor ni ng session there were sone questions about, if data is
submitted to us, how quickly does it get into the database,
and there is a provision in the proposed regul ati on that
says we accept data on a continuous basis. So as new
products cone out, we accept data on a continuous basis,
there is a schedul e on accepting data on a conti nuous basis,
in detail in the regulations, and then we automatically
insert it into the database if it nmet all the filing

requi renents. What the proposed regul ations al so say,
though, is only once a year, by January 15'", would the

Ener gy Comm ssion reassess which tires are within 15 percent
and then reestablish the definition of fuel efficient tire
for -- we would do that once a year. But once we did that,
any tire that canme in during that year, if it fits within
that pre-defined 15 percent, it automatically goes in and it
woul d be called a fuel efficient tire until we reassessed
the next year what is within 15 percent. So we accept them
if it automatically fits in? 1t does. Ckay?
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Now t he other thing that there was a question

about was -- it is a perceived nmajor delay in getting the
program up and operating, how fast woul d the Conm ssion do
this, and there is nothing in the regul ations that mandates
the Commi ssion do this by a certain date. So typically in
regul ati ons, we do not regul ate ourselves. GCkay? And so |
woul d not expect to see us wite detailed provisions to say,
"The Energy Conmi ssion nust do this, the Energy Comm ssion
must do that." That is not the way the regul ati ons worKk.

Let nme tell you what ny vision was, though, in directing the
data submttal side of this, okay, and that was pretty
sinple and straightforward. W would establish a priority
list of the nost popular tires in the marketplace. So the
nmost popul ar tires by size on passenger tires, and the nost
popul ar tires by size on the LT tires, and we woul d say test
those in order of their popularity in the marketpl ace
because ny feeling is, based on the data | | ooked at, and on
LT tires, for exanple, we think a high 70s, naybe | ow 80
percent of the marketplace falls into the top 10 tire sizes
that exist in the LT marketplace. Passenger tires, though,
we think we would have to get down to maybe the top 20 sizes
to cover 60 to 70 percent of the marketplace. So the
intention would be we will prioritize the testing schedul e,
test these first so that the nost popular tires in the

mar ket pl ace we have data on, then we can go ahead and
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i npl enent the old programin the database w thout having to

worry about shouldn't we be [inaudible] it because we wl|
have covered the vast mpjority of the marketplace early on
by getting those popular sized tire data in. But, of

course, just let nme clear up any confusion there. W

t hought this through, but this would not be a provision in
the actual regulations, where this was covered in the
regulations is that there was a provision that alluded to

t he Executive Director can establish schedules for data
submttal, and that is what was intended to be here. W
woul d do this outside of the actual regulated -- to say,
well, there is this priority, here is the priority, because
we liked it. Rght? And | think that is sonething we can
nmeet and agree on. Oh, yeah, this is clearly the priority,
those are the tires as they exist in the marketplace. kay,
t hat makes sense to test those first to get the data in.

And so now the vast majority of consuners can have access to
the data w thout having the conpl ete database. And so |
recall ed those two comrents, in particular, this norning.

But | suggest, then, because there were other concerns
expressed this norning, that if you could restate those now,
and ask themto ne directly, and say, "Ckay, this norning we
menti oned we saw this problem"” and now | could respond to
you directly on what ny reactions to that, or ny response is
to that, because | did feel in observing your presentation
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that many of your report is maybe grounded in sone

confusion that | think I could clarify now

Now -- and | amdirecting -- | really want to use
this as an opportunity to direct nmy comments presently
toward the RMA, which ny Comm ssioners' viewis the
princi pal stakehol der here that appears to have issues and
opposition to the staff proposal, we want to know what those
are in sone detail, and if there is confusion associated
with it, we would like to clarify that.

M5. NORBERG This is Tracey Norberg for the
record, with Rubber Manufacturers Association, for the
record. | think for the tine together this afternoon, maybe
it would be hel pful for everyone here to agree on an agenda
for this afternoon's discussion. | think several ideas have
been shared in terns of how we m ght proceed this afternoon
and directing remarks. And maybe we coul d just sketch out
how we woul d proceed with the agenda because | think we have
heard shoul d be go through these regul ati ons page by page,
shoul d we tal k about Energy Star, and here are sone inputs
fromthe a representative. Should we respond directly to
the concerns we shared this norning? And | think it would
be hel pful if we could sketch out what our agenda is for
this afternoon so that we all can nmanage our tinme the nost

effectively and have a productive di scussion.
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MR. TUVELL: Absolutely. So | will allow you to

create the agenda and we will do what you like. This is
your tinme to use with us.

M5. NORBERG Ckay. W did appreciate the tine
this afternoon to submt comments. For the record, we wll
provi de copies of our presentation out front, and we hope
that our presentation can also be posted in PDF format on
the website for those that were not here in person today,
and we do expect to submt comments during the 14-day
period. | assunme that we still have that opportunity to
submt comments after this workshop. And we do have sone
procedural questions as to how this process is going to
unfold after that period does transpire in terns of what are
the next steps in the process, what does the tineline | ook
i ke going forward, and so that we all have an equa
under st andi ng of how the process will unfold.

MR, TUVELL: Ckay, okay. So let ne ask you, then,
| believe that, in your presentation, or Mke's presentation
this norning, that there were a nunber of things that |
t hought reflected potentially sone confusion and
m sunder st andi ng of what we are doing, or proposing to do.
Do you see any value in you sort of restating sone of those,
goi ng through, say, well, help us to understand at this
poi nt, you know, "We have this criticism Can you help us
under st and t hat ?"
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M5. NORBERG So you are asking us to give that
presentation again? W could pull that up if that --

MR, TUVELL: | do not know, if that is how you
woul d prefer. But, look, |I think you have a trenendous
opportunity here to have one-on-one discussion to resol ve
any nunber of issues that you believe may be a result of
confusi on or m sunderstandi ngs on your part. | encourage

you to take advantage of it.
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M5. NORBERG Ckay, well, let's start with talking

about the agenda for this afternoon and maybe we can al
agree on sone --

MR. TUVELL: GCkay, and | am saying you maeke the
agenda, we are nmaking our tine available for you. That is
what this session was for

M5. NORBERG  Ckay, well, you have laid out
several ideas about the agenda, | nean, are you proposing
any of those ideas as to how to proceed this afternoon?

MR. TUVELL: Maybe you are not understandi ng.
amsaying | will do whatever you would IiKke.

M5. NORBERG Al right, well, let nme just ask

you, are you asking us to re-give the presentation fromthis

nor ni ng?
MR. TUVELL: If you think that would be usefu

and, at this point, then, | can ask questions and say |
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coul d be confused about this, let ne clarify. | would be

happy to do that.

M5. NORBERG Al right. Everyone in --

MR, GUI NEY: Right. H, this is Dan Qui ney,
Yokohama Tire. Can you just put up the presentation -- do
you have access to the presentation?

MR. TUVELL: The overhead presentation?

MR GU NEY: Yes.

MR. TUVELL: Sure, absolutely.

MR. GU NEY: And | want to go to one of the slides
that had to do with industry observations. And if you go
through them | wll just say stop. Ckay, alnobst, next,
next, next, next, keep going, okay, this is the slide.

MR. TUVELL: G eat.

MR. GUINEY: The first bullet point pertains, as
specifically stated, is there -- are we correct -- is that
yes? |Is our interpretation correct?

MR. TUVELL: Ckay, and so it is our conclusion
after reading through it that the exenptions apply strictly
to the types and quantities of the tires sold solely within
the State of California. Well, now, absolutely. | nean, AB
844 only applies to California, so everything associated
with it only applies to California. This -- the scope of
this proposed regulation only applies to California. Now,
as to this statenent about exenptions apply strictly to
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types and quantities of tires, maybe we can go through this

inalittle nore detail. OCkay? So basically in the scope
section of the proposed regulations, it nmentions, in Section
B, exenptions. Now, we took those exenptions straight out
of AB 844, okay, and that is what they were supposed to be,
and after reflection of exactly what the |egislation says.
Now, we believe that the identification of the tires that
apply to those in the exenptions is self-evident. So for
exanpl e, space saver tire is so heavy that nobody in the

mar ket pl ace coul d get confused and say, "Well, why isn't
this in your systen? Wy isn't it rated?” W say it is a
space saver tire, everybody can see it just by observation,
it is exenpt. Certainly with tenporary use, spares,
certainly with notorcycle, certainly with less than 12-inch
and simlarly with off-road notorized vehicles. W think
those are self-evident exenptions. There would not be
confusion in the marketplace. However, there are two
exenptions that we think confusion could arise over and that
is Exenption 1. "Atire or group of tires with the sane
SKU, plan, and year for which the volume of tires produced
and inported is | ess than 15,000 annually."” Here is the
scenari o we envision. A consuner, a dealer, or us, the
Energy Conmi ssion and the conpliant (phonetic) state, find a
tire in the marketplace, we pull it in, and it is not in our
dat abase. Wiy not? Looks |ike a normal passenger tire to
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me. How would we know if it was an exenpt tire, or

sonebody is failing to report it? And what we are asking
for in the provision here, and in nore depth in the program
is, we want you to declare the tires that are exenpt for
category 1, it is less than 15,000, or category 2, and say -
- we want you to declare it so that we have that in our
records, so we know it is an exenpt tire. So sonebody calls
up, we find it in the marketplace, or a dealer, and we would
| ook at our database and say, "This is exenpt." They

decl ared this exenpt because there are | ess than 15, 000 of
them made, and that is why we do not require testing -- they
are exenpt. So we would know that. And, yes, that is
specific to tires sold or available for sale in California.
Now, let's talk about the sold or available for sale for a
second because | do not think there should be any

m sunder st andi ng about this, but it is always worthwhile

tal king about it. What is available for sale in California?
Now, Tire Rack does not have the California presence, and |
personal |y purchased tires fromthe Tire Rack before. And
so it is available for sale in California, and so anybody
who sells tires over the Internet, or mail order, if it is
avai lable for sale in California, it applies. GCkay? So |
did not want there to be any confusion about that. But, no,
your point 1 goes to this question of what exenptions apply.
There were only two exenptions that we think are not self-
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evident, it is 1 and 2, and to elim nate confusion in the

mar ket pl ace, we have structured a little -- and we think it
to be a very mnor reporting requirenment on your part --
just declare it, tell us -- give the SKU, it is exenpt, we
are claimng it is exenpt because it is |ess than 15,000
made, good, we got it in the database, now we know, sonebody
calls us up, we say "it is exenpt."

MR. GUI NEY: So as stated, we understand
correctly, as we stated it?

MR. TUVELL: Yeah, if the explanation | just
provided to you is correct, in other words, if | have
characterized this correctly, yes. |If it is sold or
available for sale in California, it is in the scope of the
program And all of you decide -- if you think there is a
confusion, or sonehow -- help nme, and then I will explain.

MR. GUINEY: Let ne just give you the corollary.
There are types and quantities that are not sold in the
State of California, therefore, they are exenpt.

MR, TUVELL: Yes.

MR. GUI NEY: Ckay. It is clear to ne. Thank you.

MR, TUVELL: Yes. GCkay, go ahead Tim Do you
have a question? Because maybe | can facilitate the process
by goi ng through sonme of your presentation and clarifying
some of these issues. | wll be perfectly glad to do that,
t 00.
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MR. ROBINSON: Ray, Tim Robinson from Bridgestone

Anericas Tire Operations. Just a couple points of
clarification. In your draft regulation, it states sone of
the informati on you want recorded or reported in the UTQG
tenperature, traction and tread wear ratings.

MR. TUVELL: Yeah.

MR ROBI NSON: Those do not exist for LT metric-

type tires.
MR. TUVELL: Absolutely.
MR, ROBI NSON: Ckay, so you are aware of that?
MR TUVELL: Yeah.
MR. ROBINSON: Ckay, it is just inpossible to

report those.

MR. TUVELL: Right.

MR. ROBINSON: The ot her point you nentioned was
that, with your study, | think it was done by UC Berkel ey,
or whatever, that few people, or nost of the influence to
consuners are conducted at point of sale, and few peopl e use
the Internet to do research prior to purchasing tires. So
in your proposal, you wll have two categories, either it is
fuel efficient, or not fuel efficient. The fuel efficient
will be 15 percent of the market, roughly. So you are
| eavi ng out 85 percent of the market. So those people wll
not have a choice. For exanple, for a given size tire,
wel |, pick a 195, 75R15, their vehicle may require al
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terrain or nud and snow tires -- not nud and snow, but max

traction type tires. Those typically would not be in the
| ower 15 percent because they have deep treads for traction,
which is recomended by the OEM So, in effect, you are
| eavi ng those fol ks out of the rating system

MR, TUVELL: Ckay, yeah, let ne address that.
Probably the best way we would |like to see this proposed
programviewed is there is actually two najor conmponents to
the rating system first and forenost is the extensive
dat abase on all the tires, that anybody who wants to do
detail ed research can get access to. | nean, if they know a
specific tire that they are interested in, they could go
straight to the database and find that rolling resistance
dat a.

MR. ROBINSON: You had nentioned that there are
very few people that do that at the point of sale.

MR. TUVELL: That is our general belief, maybe you
could help me confirmit or not.

MR. ROBINSON: So aren't you excluding a portion
-- a big portion of the market, or a big portion of the
consuners because they will not go and access that database
prior to point of sale?

MR. TUVELL: GCh, no. Wen | say that, and what |
meant to say is we believe they do not want access to that
detail. It will be accessible to anybody who wants it, but
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what we were trying to do is, we were |ooking at the

mar ket pl ace as we understand it predom nantly operates, and
then, so you saw ne characterize in our presentation, and
said, "In order for this programto be effective, it needs
to be effective in the marketplace as it predom nantly
operates, and that is when we solicited discussions with
everybody we had tal ked to, and they were telling us tine
and tinme again, it is mainly a distress purchase narket,
they want in, they want out. |If you are going to develop a
tool, it has to be sinple enough to have a snap judgnent
type answer to it or sonething, but do not cone up with
sonet hing conplicated. And that resonated with us, and that
is why we |ooked at it and said a clear, major part of this
mar ket that operates that way, and that a major part of our
program has to function well in that marketplace. And that
was the -- it is a fuel efficient tire, or it is not. It is
specifically designed for people who are confortabl e nmaking
a decision on no nore than that. And in this market, we
think that is a significant portion of the market.

MR, ROBI NSON: Ckay, thank you.

MR, OKIH SA: Uh, Tom Cki hisa with Toyo Tires.
just had a question, or need a clarification on one part of
the scope, which has to do with the regulation applying to
manuf acturers. | am wondering how that would apply to
inporters or distributors where the actual manufacturer does
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not necessarily have a presence, or lets say an office, in

the United States.

MR, TUVELL: Yeah. Well, first of all, the scope
applies to manufacturers, okay? And it is only to
manuf act urers who have tires that are sold or available for
sale in California. Now, ny general understanding of the
mar ketplace is this way, and you can help ne clarify. There
are a nunber of foreign tire manufacturers that have -- that
market tires in the United States and likely in California,
and that in order for themto be allowed to do that
consistent wwth federal |law, they nust have a United States
presence, okay, and only then can they market tires in the
United States. Now, we sent out notifications to every tire
manuf acturer that had a "United States presence" and the
name and address of the people that were identified as that
United States presence, to notify them where we are going
through this rulemaking. So ultimately, the responsibility
for conplying with our regul ations would be with the
manuf acturer, however, if they want to work through their
designated United States presence to do that, that is
absolutely fine with us. And it is ny understanding that is
how t hey operate now in many cases with NHTSA, and | do not
know a | ot of details about that, but if that systemis
wor ki ng, then that is absolutely fine with nme. But the
responsibility is with, first and forenost, the
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manufacturer. |If they want to work through an internediary

to get that stuff to us, fine with ne.

M5. NORBERG  Tracey Norberg w th Rubber
Manuf acturers Association. To clarify, at the federal
| evel, there is not a requirenent that a manufacturer has to
have a U S. presence and, instead, federal |aw specifically
applies to either manufacturers or first inporters of tires,
and so that distinction that is being addressed here is
that, by targeting only manufacturers in this context, the
first inporters of tires that do not have a U S. office
woul d not be subject to this regulation, and enforcenent
woul d be near inpossible to try and enforce a regul ation
agai nst a manufacturer that is solely in a foreign country.
NHTSA gets around this challenge by requiring that the | aw
apply to either manufacturers or first inporters.

MR. TUVELL: | appreciate that. So you are
suggesting to ne that, in fact, this is a known problem and
t here has been a net hodol ogy devel oped to overcone this
t hrough NHTSA?

MS. NORBERG  Basically, because sone
manuf acturers do not have a U. S. presence, the first
i nporter ends up being the manufacturer on record, and so
the regulation applies to the first inporter in that case,
and not the manufacturer, and so the first inporter, whether
it is adistributor or retailer, or whonever it is, that is
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contracting for those tires and inporting theminto the

United States, is the one that has to conply with federal
regul ation.

MR, TUVELL: Ckay, very good. | appreciate that.
| was sitting here wondering how best to nove forward on
this, I was thinking maybe | could go through your
presentation and clarify sonme things, and | hope you can
indulge nme in doing that. The conprehensive database is
basically straightforward. W believe that you are sitting
on the database right now of essentially all of the
information we are asking for, other than the testing
results, and that it would be a very sinple function for you
to provide that to us so that, in fact, we do have that
conprehensive set of data in one place and, for anybody who
does want to do research, it is right there. And then, this
is comonly what we have done in any other appliances that
we have regul ated, where we would pull in -- for
refrigerator freezers, the actual outside dinensions, the
actual inside dinmensions, other detailed information that
woul d be commonly of interest to people doing detailed
research. And so we thought |ong and hard about, well, what
are those kinds of information that they may want to use in
doing that, and we | ooked at this and said, "You guys have
this, you have got it sitting in your databases back in your
conpanies right now" | could go to your website and get it
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in many cases, why not nmake it conveniently available in

one maj or database for part of this program and that was

t he thinking behind that -- basic and straightforward. It
is there, that is in the public domain right now, there is
no proprietary nature on any of this stuff that we are
asking for, and so we do not understand how it could be
viewed as onerous in any way. | thought in this norning' s
presentation | was pretty clear that, in fact, we did follow
exactly the steps that are outlined in 844. Ckay? W

| ooked at every database that exists in the public domain,
absol utely every one, okay? 1In an RVA submttal to us on
April 28" they said -- you folks said -- this database
represents 90 percent of the tires in the marketplace. And
if you are now saying it is not representative data, we find
that contradictory. W then used the know edge we gai ned
fromthe review of the databases to then explore the concept
of the rating system And so we took the know edge of the
dat abase, and then went out and started talking to people in
t he marketpl ace, retailers, consuners, had the roundtable,
and then nel ded that altogether to come up with the ratings
system then based on that ratings system we canme up with

t he manufacturer reporting requirenents consistent with that
rating system and how the programwould run. W believe we
foll owed those steps exactly as outlined in 844. Ckay?
Yeah, | nean, | ook, the |l evel we have on schedul i ng when the
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data is due -- you saw the analysis that Smthers did, we

identified all the variables, we did nunerous scenari 0s,
devel opment based on those scenarios, we turned to you and
said, "Provide us with detailed data on how many test

machi nes you have, |ocation, capacity,” and our
understanding is that you are saying, "No, that is
proprietary, we cannot share that with you," and we say,
"Ckay, fine, okay." Then, here we go. Here is the scenario
anal ysis. You are saying you do not have anything that can
confirmin any objective way your perspective on this, well,
that is what policy nmakers get paid to nake decisions for.
No tineline has been established, then, for ratings to be
assigned for consumer information. Again, | hope |
clarified that in nmy earlier cooment. What we envi si oned
was, by prioritizing the tires that need to be tested based
on popularity in the marketplace, that we could get a
critical mass of data in very early on that we could use to
i npl enent the progranm ng and get the data out there that
woul d satisfy a huge chunk of the marketplace. So we had a
revision waiting until we got the conplete dataset on al
SKUs before inplenmenting the program | nean, not at all.

| nmean, we will get it out as soon as we possibly can, you
know, in a useful form and that is why the prioritization
made a heck of a |lot of sense to us. But it would not have
been a provision we would put in the regul ations, per se.
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MR. ROBI NSON: Excuse ne, Ray. Ti m Robinson

again from Bri dgest one.

MR. TUVELL: Yeah.

MR. ROBINSON:. As we stated before for the record,
we do not agree with the Smithers analysis of excess
capacity that exists in the industry. Speaking for
Bri dgestone, we will say that we have no excess capacity
what soever. Qur nachines run 24 hours a day, seven days a
week, it is very expensive to buy this equi pnent and new
rolling resistance machine, enclosed in the housing it is
required to control anbient conditions, it costs about $1
mllion. So it is just good business practice not to have
excess capacity, particularly in the econom c environnment
now. We do not have that noney to spend and just have the
machi nes set there idle. So that is part of the reason why
we take exception to sonme of the information that was
provided by Smthers. So the estimte of one-day years is
-- it is sonewhere in the mddle, as Mke indicated before,
nore than one, probably | ess than eight in our case.

MR, TUVELL: Well, and of course, | nean, | hope |
have characterized properly that Smthers was a scenario
anal ysis, they are not claimng what your capacity is, they
do not know, | do not know, nobody knows -- as you said, it
is proprietary, we would not have a basis for knowi ng. And
so therefore we did a scenario analysis and we said assum ng
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it is 50 percent, assuming it is 25 percent, assumng it

is only eight hours a day, assuming it is a 24-hour day --
MR. ROBINSON: Right, and in those ternms, | am
sayi ng both of those estinmates, the 25 percent, the excess
capacity, and 50 percent excess capacity are extrenely
exaggerated. W have zero capacity. Qur machines are

backl ogged, we run them 24/7, and unless we get to a higher

| evel of backlog, we will not rmake a business decision to
pur chase anot her piece of equipnent at a mllion dollars
each.

MR. TUVELL: Ckay, and | understand that. And
like | say, all of themlay on an issue |ike this where
there is no way for us to do independent verification, this
is the one where policy nakers get to nmake deci sions.

MR. ROBINSON:  Yeah, | understand. Thank you.

MR. GUI NEY: Ray, Dan Guiney, Yokohama Tire.

Coul d you back up one slide because | think you went through
somet hi ng.

MR TUVELL: Sure, sure.

MR. GUINEY: The second bullet there, | guess --

t hought | heard you say you addressed that.

MR. TUVELL: The rating systemis not derived from

a representative sanpl e?

MR. GUI NEY: No, no, the second bullet point.
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MR. TUVELL: Ch, reporting and auditing

requi renents do not account properly nor conpletely for a
techni cal neasurenent uncertainty. Well, you know, in ny
presentation, | gave you the perspective of where we are
com ng down on the technical side of this. W |ook at |SO
28580 and, for the individual test machine, it tal ks about a
standard deviation of |less than .075, and we think that
transl ates roughly into one to two percent of variance, and
we believe that the machine alignnent provision in | SO 28580
was designed to achieve a plus or mnus two percent. So
that is our belief, that is the only informati on we have
seen, and we think that is adequate.

MR, GUINEY: Yeah, and in your presentation, | saw
you had listed the .075 and you also listed 2.0 percent,
machi ne to machi ne. Can you hel p ne understand where that
canme from that two percent statenent?

MR. TUVELL: Yeah, the two percent was the one --
that statenent was the one | referenced at the April 8'F
wor kshop and | pulled up a Mchelin presentation, and | said
this is the only data we have on this, and | specifically
requested that, if you folks can bring forward to us, people
that were on that cormmttee, that can hel p us understand
ot herwi se, and we can have this discussion with them we
woul d | ove to have it.

MR, GUI NEY: Ckay, thank you.
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MR, W SCHHUSEN: M ke W schhusen, Mchelin. As

famliar as | amwth the | SO wrk, a tw percent objective
was never stated in 1SO You reference a Mchelin
presentation and, as a representative of Mchelin, | can
tell you it has nothing to do with the I SO project, that was
ETRTO, two totally separate organi zations, two totally
separate products. So the two percent you saw in the
M chelin presentation referring to ETRTO does not apply to
| SO

MR. TUVELL: And | turn to you fol ks again and
make this request. |If you could nake available to us access
to the people on the I SO commttee who were charged with
dealing with the machine to nmachi ne nmeasurenent calibration
provi sion, so that we can have a di scussion with them on
exactly this level of detail, we would love to be able to do
it.

MR. W SCHHUSEN: M ke W schhusen, M chelin North
America. M. Dan Quiney, who has spoken here today, was a
menber -- is a nmenber of the 1SO Conmittee, and Dan
presented that information at one of the previous workshops,
so it is in the docket, it is in the record already. Dan is
a conmttee nenber.

MR, TUVELL: Ckay.

MR. OKIH SA: Tom Cki hisa, Toyo Tires. Slightly
different -- | am going back to the scope --
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MR. TUVELL: Absolutely.

MR OKIH SA: -- with the exenptions. | just want
a clarification on the 15,000 you can produce or inported
annual ly. For a new product, since we would not know
exactly how many were produced that year until probably
three-quarters into the year, and we could project, would we
report on the previous year when we nmake our report, saying
whet her it was over or under, or --

MR TUVELL: Yeah, | think this is one of those
things where this is the question of the letter of the |aw
vs. the intent of the law. You know? | was not involved in
actually witing this legislation, but | think it is -- the
proper way of interpreting this -- this is the way I would
interpret it, ultimately, | guess a Judge gets to interpret
these kinds of things -- is that, |I mean, if your plants
wer e maki ng these specialized tires and you knew, "W're not
going to exceed 15,000," and this is on plans, it is a
specialized thing that is only used in this racing circuit,
or sonething like that, then basic and straightforward. But
on the other hand, | have a feeling that, when you produce a
tire, you have a pretty good understanding of the size of
the market you are after in your production goals. So this
is a judgnent you are going to nake. So what is on the line
here? A thousand dollars worth of testing? Not that big a
deal. Okay? |If you would think that there is a judgnent
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that needs to be nade here, then | would expect that you

fol ks would call us up and say, "Hey, |ook, we have got this
dil emma and we do not know about how to properly report this
or not. Help ne with understanding it. Here is our circuit
standards.” But otherw se, you know, | amtrying to get
this very practical real world, here is the way | would
approach it. Here is the way | would approach it. Frankly,
| do not know why this provision was built in, and you guys
know better than nme, is there such a tire that sonebody
produces 15,000 or |ess of then? Wat the heck use is that?
Wo applies that tire? Were? | mean, has anybody got an
exanpl e? Because | often wondered that. G ve ne an exanpl e
of one of these -- is this sone exotic tire for which there
is only 1,000 vehicles that exist in the world, or sonething
like that? | do not have a clue. But | have seen this

| anguage, by the way, before in other tire-rel ated

regul ations and stuff. So it has sonme source that cones
before use here at the Energy Commi ssion. It was not our

| anguage. My understandi ng, the source was the industry.

It was not our | anguage.

Ckay, | amgoing to deal with a point, bullet 1 up
here again. | hope | clarified that. W wll accept data
on a continuous basis, okay? So if you submt data on July
1, it will automatically be processed and will, if it is
accepted as conplete, it will go straight into the database
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that exists in the nunber that it is now so if it falls

within the 15 percent that exists in that database you
submtted, that is where it wll be placed. Cone January --
| think | said 15'" in the regulation -- that is when we
reassess, now, what is the lowest tire, which falls in the
top 15 percent, and then we establish for that year, now,
this new listing of fuel efficient tires. But we wll
accept data on a continuous basis.

MR. OKIH SA: Tom Cki hisa with Toyo Tires.
Regardi ng the annual, | guess, reassessnent, or
reeval uation, | nean, realistically that is pretty frequent
if you consider the tire retailers are trying to keep up
with those updates. |Is there any consideration that maybe
that would be done in a longer tinme span, you know, a couple
years, or so forth?

MR. TUVELL: Yeah, well, that is an interesting
one because let's talk for a mnute, then, about how we
envision that |evel of detail of the programworking. It is
nmy general understanding that, for tire retailers, that
there are only a handful of conpanies that produce the
software that has the data that the tire retailers use.
kay? Sone tire retailers produce their own data. So what
we woul d see here is probably, in the practical world, we
are going to get in contact, and they are going to know who
we are, that we have this data, that we do this process, and
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we are just going to download this to them and say, "Put

it in your new software that you now use at Les Schwab, or
at Discount Tire, or at Wal-Mart,"” they wll have i medi ate
access to it, and then the relationship that they have with
what ever retailers use their software. Now, so as to your
guestion in this frequency thing, I wll be frank with you,

| have not had that |evel of discussion with the software
side of the industry as to how do you accommodate -- and |
need to, and I want to as we progress because, first and
forenost, | would love to know the fornmat they would |ike
this in, because | want to create all this database in a
format that is comon and easily accessible to everybody, so
you want it in Access, great. You want it in Excel? Geat.
Because | want you to be able to not only submt it to us in
a formthat is convenient to you and efficient for you to
deal with, but I want the people who use this and want to
download it, | want it to be in a formthat they can just
have it and run with it, so that that side of it is pretty
much el ectronic, and pretty much efficient. They just drop
it into their software. And, as you know, sone of these
retailers now used web-based software, so it is not as if
they have to create new disks and send themout to all their
custoners. There is a central conputer sitting in Indiana
with all of this stuff init, and they just automatically
update it, and everybody who uses it, it is automatic. It's
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wham So | have not wal ked through the detail with the

actual participants in that side of the industry, but I
al ways envision that is going to be sinple and that is how
it would work. Go ahead, Tim

MR. ROBI NSON: kay, thanks, Ray. Again, Tim
Robi nson from Bri dgestone. Ray, reading the draft proposal,
whenever there is a change to a product, or whenever, for
exanpl e, you audit a product, what will be the nethod you
use to determne what is -- is a change statistically
significantly different? Has the staff determ ned what
process they will use? And will you make that available to
us so we can determ ne whether we think it is statistically
vi abl e?

MR, TUVELL: Oh, | see, okay. So we or sonebody
does sone testing and we end up with sone data that is not
consistent with what --

MR, ROBINSON. Well, it is off by -- yeah, we
submt our nunber, our average, and our two -- winds up to
be 10 pounds. And then you get sone tires, and you audit
them and it is 10.2, or 9.8.

MR, TUVELL: | see.

MR. ROBINSON: So how will you determ ne what is
different? WII you use a statistical analysis of variance?

O what will be your process?
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MR. TUVELL: Ckay, | nean, that is a fair

guestion. | do not have an answer for you on that one, but
let me give it sonme thought. | think that would be a good
addition to the regul ati ons.

MR. ROBINSON: And that will be then nade
avai |l able to us for coment?

MR, TUVELL: Oh, yeah, absolutely.

MR. ROBI NSON: Ckay, thank you.

MR, OKIH SA: Tom Cki hisa, Toyo Tires. Sonewhat
followup to what Timfrom Bri dgestone had just nentioned.
Wth regards to when tires are periodically inspected, the
current draft says that it is only one tire that is going to
be neasured. | guess -- would there be any -- | think it
woul d make nore sense if you al so neasured three tires so
that the data, or result that you get, is the sane as the
three sanples that the manufacturer has to neasure.

MR. TUVELL: Sure, yeah. Let ne clarify that
because | can see where we nmay have created some confusion
In the regulation, | amtrying to make a distinction between
i nspections of tires vs. testing of tires. And as two
separate processes that we would use to determ ne
conpliance. So if we went out and just grabbed a tire and
read off of it the information that is printed on the side,
that would be the inspection. And if we thought, "Cee, the
UTQG codes that you are claimng for this tire is conpletely
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different than what is in our database," then that

i nspection of one tire would be sufficient for us to say,
"No good." On the other hand, all rolling resistance
guestions and issues would be a sanple size of three tires
for us. W would get three tires, we would test them and
that is the basis we would use of whether or not there is a
problemw th the rolling resistance data. So two separate,
you know, enforcenent conpliance steps. And | amglad you
brought that up because | can see where the confusion may
cone on that one. Yeah, okay, the list -- | hope you
understand basic and straightforward -- it has both
positives and negatives. The updating of the list is
positive in that, as better technology conmes out, it is
going to drive the list, which we think is very positive.
Clearly, those tires that were within 15 percent and are no
| onger, yeah. And | have a feeling, though, | nean, it is
hard to -- | wonder, you know, if this goes forward and this
actually is operating in the marketplace, exactly what
happens, you know, five years in, or 10 years in. | think
peopl e are going to be pretty -- the tire manufacturers are
going to get pretty darn savvy about where their tires fit,
and what is going on, the evolution in the industry, and
which tires they do want to position within the 15 percent,
and which tires they are willing to say, no, that will never
be within 15 percent, it is a whole different marketpl ace,
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and who cares, because people who buy those tires do not

care about fuel efficiency. And so | think this is going to
be an evolving thing. | think, yes, clearly, if you are
manufacturing tires with your goal of, "I want themto be in
that top 15 percent, why in the heck -- what happened with
my conpetition, it just fell out?" | hope that inspires you
to work harder to produce a product that will fall within
the 15 percent. Turn, remanufacture, turn around and submt
new data. And that is the positive side of this systemthat
we are trying to devise, that is the positive side of the
systemwe are trying to devise. But it will all be
transparent and it is like no surprise.

Let me talk a little bit about -- | nmean, this is
a real inportant point -- this incorrect or unsafe tire
sel ections because, you know, | have heard this and | am
sensitive to this, | amreally sensitive to this part. Al
we are attenpting to do here is get this new netric of fue
efficiency of tires into the marketplace in a way that the
mar ket can use it -- sellers, buyers -- to give
consideration to that if they choose to, that is all. It is
an additional piece of information that they already have
now relative to all the other information that is out there.
So when | see this stuff about unsafe tires, ny first
question is this, if there exists an unsafe tire in the
mar ket pl ace right now, will sonebody raise their hand so |
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can notify the appropriate authority and we can get this
thing pulled out of the marketplace? Because there is
certainly nothing I amintending to do with nmy programthat
is for the marketing of unsafe tires. So if you know of a
tire that is unsafe, let us all know, and let's get the
appropriate authorities working on it. Now, if you are
saying, on the other hand, that there is a situation where
sonebody either purchased or woul d have been sold to them a
tire that is conpletely inappropriate for the use on their
vehicle, | would say, well, howis that different than what
exists right now? How is that different than what exists
right now? | understand there is liability issues
associated wth that. You know, if ny tire dealer sells ne
atirethat is conpletely inappropriate for use on ny
vehicle, he has created a problemfor hinmself and for ne.
How coul d that have possi bly happened? How could that have
possi bly happened? Go ahead, M ke.

MR. W SCHHUSEN: Thank you. M ke W schhusen,
M chelin North Amrerica. The coment was not that any tire
by itself is unsafe, what is unsafe is the application of a
tire to a vehicle if it is not an appropriate tire for that
vehicle. That can happen today, but when consuners are
relying on retailers to give theminformation, the retailers
have the liability issues, and they will not make that
recommendation. The fear is that consunmers will be driven
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by a piece of information when it is the only piece of

information that they have, and they wll not nmake all the
ot her considerations that the retailer would nake for them
That is the concern. The industry does not market unsafe
tires, we are not maeking any claimthat unsafe tires are out
there. W do not want to put people in a situation where
they receive a piece of information that may |ead themto
make an unsafe deci sion, and nmake an unsafe match

MR. TUVELL: Ckay, very good. | nean, | think
this is a good point. | nean, | think you guys bring up a
good point. And here is the way | sort of |look at it
because ot her people have nmentioned this to ne, too. |Is
there sone fear that if, in fact, people did -- consuners
did focus on fuel efficient tires as a priority, could then
end up conprom sing other inportant qualities in tires for
their vehicle, and that the safety issue being the proxy for
st oppi ng di stance, what stopping distance, in particular?
These tires do not stop nearly as well as tires that are not
maxi m zed for fuel efficiency. And here is where | think we
need to start thinking down the road of, when we start
introducing this cause of the fuel efficiency tires in the
mar ket pl ace, should we al so create a nice basic education
pi ece so that consunmers can have the proper expectations and
understand some of the trade-offs that they nmake? The
original way it was characterized to nme is that we do not
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want people -- consuners to get the wong expectation,

that if you buy a fuel efficient tire, then, guess what?
Your vehicle does not use fuel anynore. Yeah, this is the
greatest thing in the world. WlIlIl, naybe we need to do a
better job when we introduce the programto say, "Here is
what your expectation should be on fuel efficiency

i nprovenents, so you know." And we need to also tell them
it does not matter if you buy a fuel efficient tire if you
do not keep it inflated. W need to also tell themthat,
hey, guess what? |If you are conparing this new fuel
efficient tire that you purchased agai nst the fuel

ef ficiency you were getting on this tire you just took off,
that, by the way, did not have any tread on it anynore, you
are conparing apples and oranges. | nean, that tire wthout
any tread may have sone marvel ous low rolling resistance, so
you cannot conpare apples and oranges, you cannot be doing
that. So | think -- and so this matter of | ooking for
potential trade-offs, you know, now | think that the dilemm
that | have here, and | know that this is one that NHTSA
struggles with, frankly, is how do you advise a consuner to
make decisions on wet traction on tires? So if we were to
say, well, you know, sonething about low rolling resistance
tires, you may be trading off wet traction. How do we

advi se consuners, then, to nmake an informed decision on
that? 1|s there enough information in the marketplace to do
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that? | know Gene Peterson at Consunmer Reports is very

concerned about that, too. And | said, "Gene, | understand.
| think | share the synpathy. But short of having your test
data, which I think is high quality stuff in Consumner
Reports, | do not know where consuners get that information
right now | do not know where they get it right now But
| can see that we may be elevating that issue if the focus
on lowrolling resistance tires does in fact take off, and
we should take the initiative to address it right fromthe
begi nning, to create the proper expectation with consuners.
So | hear you |oud and clear about that. The worst thing in
the world is for us to sonmehow come up with a programt hat
sonehow encour ages or enabl es people to nake bad deci si ons,
especially in sacrificing safety.

Let ne just say one great thing about RRF vs. RRC
that is on this graph, too. W heard |Ioud and cl ear, and
understand | oud and clear the clains you are making with
RRC. W sinply do not have enough information on RRC to
have a level of confort with it is what it boils down to.
The claimthat RRCis a constant for a tire, or darn close
to a constant for a tire, as we discussed at the April 8!
wor kshop, basically requires you to get access to gain post
69 nulti point data that you can then do sone regression
analysis of different |oads to see how, in fact, RRC varies.
Well, until you guys presented that data, | have never seen
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it before. | have no |evel of confort on potenti al

variation on RRC fromdifferent tires. | ampretty darn
convinced it is not a constant, but | do not know the extent
of which it varies, and | just do not have confort with it.
There is not enough information for us to analyze at this
point to have a level of confort on RRC. | wish it was the
opposite. | think -- and maybe -- the concept that there is
a nmethod that is a constant for a tire, and you can conpare
all tires against each other, | nean, Nirvana. | would |ove
such a thing to exist. | just -- | do not see the data that
gives nme that assurance yet. And | personally do not think
it is there. | personally do not think it is there.

woul d | ove to see a lot nore 1269 multi-point to prove this
out one way or the other. But | have not had it and to ny
understanding, it is not in the public domain.

MR. W SCHHUSEN: To correct an error rate, you do
not need J69 multi-point data. You sinply round to J69 --
J1269 -- the 1SO the 28580 single-point test at different
conditions. There is no nulti-point data on either. You
want to do nore research, have nore tests done, have it done
at different conditions. And Timhas already provided the
data in the April 8'" workshop; you will duplicate what he
has al ready presented to you, and is already in the record.

The data is there.
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MR. TUVELL: Yeah. | appreciate what you are

saying. Here was the dilemma that we had. |If you recall at
the April 8'" workshop when Tim presented the data, |
specifically asked himwas it J1269 nulti-point, or was it
J1269 tested in different |loads. And the response was it
was J1269 multi-point. Now, that did not surprise ne
because, in fact, it is my understanding that that is the
only approved and acknow edged test protocol for testing
types of different loads. So, in fact, if sonebody did want
to take 1269 or 28580 and test tires at different |oads that
are specified in either 1269 or 28580, then they are going
to carry the burden of proving the validity of that data
because the test protocol does not recognize the ability to
do that.

MR. ROBINSON: Ray, Tim Robinson again from
Bridgestone. The lot | did was based on the J1269 nmulti -
point tests, but to confirmlinearity of the Rolling
Resi stance Coefficient, within the normal -- | would say --
100 percent usage of what tires you see today in the
mar ket pl ace between 15 and 100 percent of the rated |oad, we
conducted single-point tests at various |oad conditions to
confirmthat. So we actually use two nethods, the J1269
mul ti-point test, and then the J1269 single-point test at

various | oads throughout the 50-100 percent range.
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MR. TUVELL: Ckay, well, and if you recall,

t hough, | had asked you previously on the date on April 8"
if it was multi-point or not, and so this is the first tine
| was aware that such other data exi sted.

MR. ROBI NSON:  Yeah, the graphs | showed you were
based on multi-point regression, but to confirmthat, we
al so made several neasurenents using a single-point nethod
at various radial | oads.

MR. TUVELL: Yeah, and | think that is the way to
go to research this, frankly.

MR. ROBINSON:  Right.

MR, TUVELL: But | think that our dilenma is that,
if this is the narrative in dispute, then you have got this
probl em of "we have got to use this test protocol that
exi sts, or then people attack the test protocol." You see?
That was the point | was trying to make here. And the other
one is, we do not have, at this point, access to hardly any
data in the public domain that addresses this issue of
variance of RRC over |oads to determ ne whether or not we
coul d have any level of confort in the basic claimthat it
is a constant, or darn near constant for tires. W just do
not have the confort because we have not seen the data.

MR. ROBI NSON:  Ckay.

MR. TUVELL: There nust be sonme confusion about
reversing the order of the steps required. By reporting the
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test data through the Comm ssion, you know, the

i npl enentation of 884 vs. the inplenmentation of the program
is two different things. And we are foll ow ng step-by-step
exactly what 884 said. W got all the databases avail abl e
to us, we used every one in the public domain. And we
studied it in sonme depth. Wth that know edge, we then went
out to the marketplace to see how t he market pl ace operates.
Wth that combi ned know edge, then, we devel oped a rating
systemthat we think would work, plus the nore detail ed data
for people who want to do research. Based on that, we then
devel oped the reporting requirenments, exactly the sequence
that we understand 844 to require us to do. Inplenentation
of the program then, however requires that you submt the
data, then that we then use to neet the criteria within the
program and the programis inplemented. So I think there
may be sone confusion here on two different things, at |east
that is how !l read this.

M5. NORBERG  (Ckay, sO you are saying -- Tracey
Nor berg fromthe Rubber Manufacturers Association -- you are
sayi ng that there have been test procedures adopted by the
Comm ssi on?

MR. TUVELL: OCh, no. Let ne clarify this. W
al ways envi sioned at the Conm ssion that the adoption
process was separate fromthe devel opnment of the program
concept process.
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M5. NORBERG (Ckay, so you are saying that you

have a separate gui depost beyond 844, then?

MR, TUVELL: No, | --

M5. NORBERG Ckay, | find this section 25771 of
844, Section A say: "A database of the energy efficiency
of a representative sanple of the replacenent tires sold in
the state, based on tax procedures adopted by the
Comm ssion,” so there is a requirenent for the Conm ssion to
adopt test procedures, and then for that database to be
based on those test procedures. Wen were those test
procedur es adopt ed?

MR. TUVELL: No, we have not done any adoptions
yet .

M5. NORBERG  (kay, and so do you have any
representative sanple of the replacenent tires sold in the
state and a dat abase based on those test procedures?

MR, TUVELL: Well, we -- | thought | made it very
clear in our presentation this norning that we used every
dat abase in the public domain --

M5. NORBERG And were they based on test
procedures adopted by the Conm ssion?

MR. TUVELL: Let nme finish, please. WIIl you
allow nme to finish, please? W used every database that was
in the public domain. The database that you submtted to us
on April 22" specifically said that it covers 90 percent of
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the marketplace. NHISA in their test of the different

test protocols said all test protocols could be correl ated
agai nst each other, okay? The 28580 test protocol, which is
not yet finalized, it will be in August or Cctober, is the
only test protocol with the necessary provision that deals
with the machine bias, in particular. It is ny
under st andi ng that RVA and the Energy Conm ssion both agreed
28580 is the test protocol to use. W believe that you can
take all of the databases that exist in the public domain
and, since they can be correlated as proven by NHTSA, you
can convert that data to any test protocol you would Iike.
So this matter of, is any of the data in the database in the
public domain invalid, or cannot be used for the purposes of
our program we are saying no possible way. As to the
adoption steps vs. the devel opnent of the programstep, |et
me clarify that. GCkay? W proceeded in devel opnment of this
programjust as we do all the rest of it. The staff | ooked
at all of the different conponents, investigated all the
conponents, tried to see if we could devel op one concept

t hat conmes together and could be real, and we see that in
the end, "Yeah, we got it now," we see all these different
conponents. And then what our intention is, is very basic
and straightforward, we will go to our Conm ssioners and say
we want you to adopt each of these provisions in the order
specified in 844. So we will go to our Comm ssioners and
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say, "Adopt the test protocols. Now, adopt the database.

Now adopt the rating system Now adopt the reporting
requirenents.”
M5. NORBERG Ckay. That is interesting. Now, so

you are telling nme that there is a requirenment sonmewhere for

you to look at the real -- | amsorry, | mssed the exact
quote, what is really going on, | fail to see that in the
stat ute.

MR. TUVELL: Wsat is really going on?

M5. NORBERG Yeah, | do not see where that is.

MR. TUVELL: | do not recall myself saying that.

M5. NORBERG  You said you | ooked at the world and
everything and then -- | just amnot seeing that in the
statute. The statute is fairly clear, it says, "A database
of the energy efficiency of a representative sanple of the
repl acenent tires sold in the state, based on test
procedures adopted by the Conm ssion,” and then it says --
asks you, then, to take that data, collect it pursuant to
that section, and develop a rating system of consuner tires
-- or replacenent tires sold in the state.

MR, TUVELL: \What | --

M5. NORBERG And so | guess, first of all, it
seens that we need the database and a test nethod, and then
we need a rating system based on that database and test
met hod. And --
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MR. TUVELL: \Wat -- what --

M5. NORBERG -- hold on, hold on. But the
guestion here is, can you show us how that rating system
that you have proposed is based on a database? | do not see
t he connecti on between --

MR TUVELL: Well, 1 think you have asked a nunber
of questions and | think I have explained them

M5. NORBERG No, | have not heard the answer to
how your -- how is your 15 percent of the best -- of the
collected data that is required in Section C, that asks you
to collect database on the test procedures and the rating
system that that -- so you are basing your actual rating
systemon the data you collect in C. Howis the rating
systemthat you are proposing based on that representative
dat abase?

MR, TUVELL: Ckay, let nme explain again because |
thought | did explain, and I wll go slowy now and you
poi nt out where | am saying sonething that is confusing. W
got access to every database that we understand exists in
the public domain, including the one you submtted to us on
April 22" that said that it covers -- represents 90 percent
of the marketpl ace.

M5. NORBERG Yeah, | understand that. Wat | am

asking is the next step.
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MR. TUVELL: So we | ooked at that as going,

"Hm that was sort of representative plus..," and then we
took all of the databases and | showed themin ny
presentation today, and we | ooked at all that data, and we
considered all that data to understand what is -- how do you
| ook at the energy efficiency of tires? What seens to be
the trends here? You know, is there any relationship to
weight? | hear -- | mean, you guys, | gave you very early
on the Smthers analysis of the work they did in that area,
SO you guys could see -- so we understood all that and we
said, "Okay, good, we have got a cl ear understanding of the
dat abases, now let's go out as a staff and see how you
translate that information into a rating system"”

M5. NORBERG And how is that information in your
rating systen? W do not see any nunbers based on that
database in the rating system Mybe you can clarify that
poi nt .

MR. TUVELL: | do not under st and.

M5. NORBERG When | read Section B, it asks you

to base the rating systemon the data collected in the

dat abase.

MR. TUVELL: Ckay, well, let's see what we can do
about that. Well, | will give nmy norning presentation if
you want .

M5. NORBERG W heard your norning presentation.
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MR. TUVELL: Well, | adjusted these things and |

wi |l adjust themagain, | have no problemw th doing that.

M5. NORBERG No, if you are going to regurgitate
this norning's presentation, we can review that, | do not
think we need to see that again.

MR TUVELL: Well, it is apparent to nme that there
may be sone confusion. | probably did a bad job this
norni ng of presenting this, and so let nme do it again.
kay? So | tal ked about the sequencing. Let's go back to
sequencing. We | ooked at the test nethodol ogi es, okay? And
we | ooked at all five of them and we | ooked at the nost
authoritative work and the conpari son of test methodol ogi es
t hat we understand exist, and it was NHTSA.

M5. NORBERG Yeah, | appreciate this, but --

MR TUVELL: And we | ooked at that and we said
28580 is the way to go and we understand the industry agrees
with that, | think that is fabulous. ay? And then we did
scope, we are not talking about that, let's go on. Ah,
okay, here we go, you are asking apparently which databases
that we used. W used every one of these.

M5. NORBERG No, that is not what | am asking. |
am asking how is your rating system based on this data.

MR. TUVELL: Ckay, hold on a second. So let's go
to sone exanples that | put up earlier regarding -- so here
we go. We thought the -- after we | ooked at this and
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started thinking seriously about the preferred rating

systemis going to be one that conpares all light tires
agai nst each other, that the two databases in particular
that were nost useful in this area was our conprehensive
195s and our conprehensive 265s. And that is what you see
here, okay? So these are the two databases where we started
| ooking at where is the 15 percent, and how and what does
t hat mean, okay? And we started applying it that way. Now,
| have other data, by the way, that | did not put in this
presentation where we took your database and we did sone 15
percent cut-off levels. Now, the problemis, in nmany cases,
your databases only had single points for different sizes.
So we could not take it, then, and say, "Well, how many
tires fit within 15 percent?" OCkay? And we did it by
manufacturer, and we did it every way we could cut to see,
do we have enough here, what can it tell us, what can it
tell us? So | nmean, | can assure you that there was
substantial analysis of data going on behind the scenes that
was not in this presentation today. But | also want to make
it clear to you, if I did not nmake it clear already, we used
every database that exists. |f sonebody is claimng that
they are insufficient and there should have been nore
testing done, sonebody help ne. | --

M5. NORBERG No, that is not what | am clai m ng.
| amjust |looking at the statute and the requirenents in the
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statute, and | just needed some clarification on how you

were interpreting them

MR. TUVELL: Yeah, so this is the best exanple |
have here readily available. | have that also for the 265s,
here we go, | did not show that earlier. Here is the 265s,
here are the top 15 percent within the nean, here is the top
15 percent within the nean plus two standard devi ati ons.
And so we tried doing this with every dataset that we had.
It is just it turns out that the best application of this
has been extensive datasets. Such is |life when you have,
you know, these are the only datasets that you have to dea
with. But, yeah, that is clearly what we did. W took the
datasets that applied the proposed rating system net hodol ogy
toit, to see what it could tell us.

M5. NORBERG So you basically used the database
as a way to test or sonething.

MR, TUVELL: W tried to do it every way we
possi bly could. | nmean, you were involved in some of our
original presentations. W tried to determ ne whether or
not rolling resistance had any direct correlations with
weight, did it have any direct correlations with dye -- we
did every type of analysis we think we could possibly do to
make sense of it, and in trying to envision and devise a
rating systemand program And this is where it ended up
taking us. Gkay? And so, then, after we analyzed the data
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and then we go out to the marketplace and say how do we

translate this technical understanding with what is going on
into a consuner friendly marketplace concept, that is when
we started getting the feedback of got to nmake it sinmple. |
mean, | will tell you right at the top, ny original vision
was, "OCh, we're going to develop a calculator, we wll cone
in and develop a Mchelin-type cal culator that has caused so
much turnmoil in the industry, and this will work, this
calculator will work!"™ But the mnute we started tal king
about that with retailers and consuners, they were saying,
"You' ve got to be kidding ne. That is too conplicat ed.

This isn't how this marketplace works. Sinple or get the
heck out of here.”" And it was an awakening for us. W were
going, "Holy crap! Ddwe mssit." You know? And that is
when we started going, yeah, sinplicity is the key here of
what can work. And so it was a matter of taking, again, the
knowl edge we had, the information we had in the database,
and now mlling it up with where the market pl ace wor ked.

And then once we cane to a fairly confortable feeling about
that, then we say, okay, fine. Then what rolls after that
is the reporting requirement. And so we said, "Yep, this is
exactly consistent with the steps that 844 told us to do, do
it in this sequence.” Except -- and | hope | amnaking it
clear -- is we always viewed the adoption steps to be the
formal process down the road, but the analysis and
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devel opnent of the concepts, it was, yeah, if you could do

all the devel oped concepts all the way through to the end,
and then when it cones to adoption, yeah, we will adopt it
exactly in the order that 844 says: we will adopt first the
test group, we will adopt the database, we will adopt the
rating system and that will be foll owed by an adoption of

the reporting requirenent. That is exactly what we intend

to do.

M5. NORBERG Well, that helps clarify your
reason.

MR. TUVELL: Thank you.

M5. NORBERG | think you did nmention that there
was a survey of retailers. 1Is that sonething that we could

-- that could be nmade available to --

MR TUVELL: No, | never said -- | do not believe
| ever said survey, | nean --

M5. NORBERG Yeah, that was nmentioned this
nmorning and it would be hel pful if we could.

MR. TUVELL: Ckay, let's go back and see if --

M5. NORBERG  Yeah, | amnot asking for that -- |
do not believe it was in the presentation, | think it was in
your oral remarks and we would be interested in getting --

MR. TUVELL: Now let nme clarify, no, |
specifically have avoi ded use of the term "survey", | hope.
If | did say "survey," it was a m stake. W did not do a
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[ quot e] "survey" as people understand surveys to be. W

put in nunmerous phone calls, talked to nunerous people,
okay? | talked to all the major tire retailers that | know
exi st, and everybody el se associated with that side of the

i ndustry, as well as consunmers. But it is principally a |ot
of discussions, plus you were at the Novenber Roundtabl e,
you know the basic study that the students did. GCkay? And
t he di scussion that ensued at that roundtable. So you were
privy to a lot of the information that was provided to us
fromthe consuner-retail er perspective that ends up

i nfl uenci ng our deci sion.

M5. NORBERG Are you planning any public
wor kshops on that topic, to test what m ght be nost
appropriate to get consuners, to educate thenf

MR TUVELL: No.

M5. NORBERG Ckay. At this point, maybe it would
be hel pful, as | asked a little while ago for us to
understand better your tineline noving forward, so that we
know what are the next steps in the process?

MR, TUVELL: Sure. And | hope we do not end on
that because | still wanted to conplete going through your
fol ks presentation and touch on sonme other issues. So here
is the process. After today's neeting, | will be neeting
with the Transportation Policy Commttee, which is Karen
Dougl as and Ji m Boyd, who unfortunately would not be here
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t oday, and asking themfor policy direction -- what steps

would they like us to do in noving forward. |If they hear
anything at this workshop that suggests to us additional
information they would |like us to develop, or solicit, or
changes they would like us to make, or any direction they
woul d i ke us to head specifically, and until | hear

specifically fromthemas to the direction they would want

us to intend to go, |I could not tell you exactly what steps
are out there. It would only be speculation. | nean, we --
at this point, just different scenario -- "Well, what if

they say this, what if they say that?" But the other basic
and perfunctory steps would certainly be on the sub-schedul e
out there. Yeah, ultimately we would have to go to a ful
Commi ssion neeting for the adoption steps. Sonewhere in

t hat sequence, we have to develop the initial stake and the
reasons that would ultimtely have to be submtted to the

O fice of Admnistrative Law as a part of the Rules and
Regul ati ons process, and | would encourage you to go to the
Ofice of Adm nistrative Law website, which specifies in
detail the process that they require us to step through. |
am not good at describing that, you will get better
information if you go there. So we nust follow that
process. So there is the basic outline, but the timng and
the sequencing, | amgoing to be waiting for direction from
my Comm ssioners on that.
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M5. NORBERG  (Ckay, and then maybe for a little

bit nore clarification in ternms of timng and schedule, this
nmeeting today, well, there will be a transcript forthcom ng?
And what is the timng on that?

MR. TUVELL: Gee, do you have a sense of -- we are
normal ly able to get commtnents -- it is a matter of how
busy they are.

M5. NORBERG  Ckay --

MR. TUVELL: W have seen them as fast as two
weeks, we have seen themstretch out to three to four weeks.

M5. NORBERG (Ckay. Since this is a proposal that
is of particular significance to the tire industry, we would
request that the comments be accepted past the tine --
within a reasonable tinme after the transcript is mde
avai l abl e, so that we can provide conments with the benefit
of reviewing the transcript, as well. And we woul d request
that that consideration be made to that request in |ooking
at the two week comment period after this neeting.

MR. TUVELL: Absolutely. And I think your request
is totally legitimate. | will bring that to the attention
of the Comm ssioners. They nake that decision.

M5. NORBERG (Ckay. And we would al so request --
thank you -- we would al so request that the timng of the
commttee neeting to discuss next steps and policy
direction, if possible, that there is an opportunity for our
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comments to be considered in that process and to allow

that adm nistration process to go through.

MR, TUVELL: Well, okay, let's clarify that for a
second. O course, the Comm ssion comrittee neetings are
not publicly open neetings. But certainly everything you
submt is in the docket and is in the record, and the
Comm ssioners get notification every tinme that stuff shows
up in our docket, and they have direct access to it.

M5. NORBERG Yeah --

MR, TUVELL: | cannot say, "Ckay, now you | ook at
this docunent and you do it now because Tracey asked ne."

M5. NORBERG And to clarify, that is not what |
am aski ng, of course, you know, with deference to the
Comm ssioners, we would just |ike the opportunity for our
comments that we submt for the record following this
hearing to be able to be available for their deliberation at
the commttee neeting where they discuss next steps and
policy direction, for everyone to look at in the neeting
happeni ng next week.

MR, TUVELL: Well, | nean, | can just give you
that sequence. | nean, | have a feeling that | amgoing to
be called into a briefing for themvery soon because
normal Iy that is what happens, they want to talk right after
t hese workshops. And | say, great, here is our deal now.
And so any comments that cone after that, they take into
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consideration in due course. But | cannot assure you of

t hat A-B sequenci ng.

M5. NORBERG  Yeah, and | understand that and, of
course, appreciate that. | think just for the record, we
woul d i ke the opportunity for our conments to be avail abl e
to the Comm ssioners as they deliberate and would |ike the
timng to acconmmodate the industry's views, particularly
since the tire manufacturing industry is the nmain affected
industry in this whol e process.

MR, TUVELL: GCkay. | do want to stress one thing,
and | hope you recogni ze that, | mean, when we discuss with
t he Conm ssioners for this workshop, they specifically
requested that you fol ks present -- give the presentation
you gave today, to present your perspective, because they
wanted to know -- tell us what you want and tell us now. So
| hope you were not hol ding back anything fromthis norning
that you wanted to | et them know because |I think, to a |large
degree, they wal ked away saying, "W heard everything that
RVA wanted to present on this.”™ Now, short of any
addi tional comments specific to stuff here, | nean,
everybody is going to consider everything you say, but | do
want to stress, and | believe there is a high | evel of
i mportance to this workshop and significance in the

Comm ssion's requesting that RVA give a presentation today.
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M5. NORBERG Well, we recognize that and we

certainly appreciate the opportunity, but I think, in al
public discourse, there is always questions that conme up
during the course of the neeting, and opportunities for
clarification once the dialogue has begun, and we just want
to be able to conplete the admnistrative process that is
set out followng this hearing, and be able to have that
considered so that we are all in conplete understandi ng of
each other's views.

MR. TUVELL: Geat, yeah. And that is the way
everybody wants it. And certainly, | nean, | would hope
that we can use the additional tinme available right now,
too, to do any of that clarification because we do not often
get to have these dial ogues.

M5. NORBERG | think that we all have different
policy views and, obviously, it is interesting to discuss
those differences, but | do also appreciate the opportunity
to be able to submt coments.

MR. TUVELL: Absolutely. Absolutely. And you do
not have to have deadlines to submt coments. Submt
comments tonorrow, the next day, the next day, get them on

the docket. W get themall the tinme. Do not feel that

there was -- | nean, we had a deadline we asked for with
this, I amgoing to take your request forward, but continue
to submt comments, do not feel like there is any limtation
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on your ability to do that. | would like to -- do you
have a question? | saw you heading in this direction.
Ckay, | amgoing to continue going through sone of this
stuff here, then. So | hope we clarified, | nean, this
matter of the order of stuff. | mean, we tried every step
of the way, | nean, we need to follow these steps. Now,

maybe we had a different understanding of the processes and
procedures and how to go about doing that, but you know, we
have had this discussion tine and tine again within the
Commi ssion, and the Conm ssioners have asked, "Are you
following the steps?" "Yes, we are following the steps.™
Yeah, | think I answered the question about waiting for full
data avail abl e, no, we never envisioned waiting until our
proposed deadline of July 1 or July 15'" of 2011, | think is
the date. "W are going to wait until then to rel ease
this.” No. | nean, if we can prioritize and those popul ar
tires get then tested first, into our database, and get that
out there, we would love to do it. | think it is entirely
feasible. Entirely feasible.

M5. NORBERG  Just, again, Tracey Norberg for the
record, on that concept, as well, just factoring in
different errors in reporting deadlines or schedul es that
you m ght be proposing, we would request that that be
included in the regulation so that manufacturers have
clarity and certainty as to what the reporting requirenents
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are. And also, interns of clarification here, | think

the issue is that you mght be able to provide data to
consuners early, but you nmay not be able to provide the

i nformati on about whether they have received the designation
as being fuel efficient early or not. And that is the main
criteria because, if we are going to change the marketpl ace,
that information needs to be available. | think, as you
have stated several tinmes this norning, and again this

af ternoon, that nbst consuners are not interested in rolling
resi stance data itself, and that that will not be sonething
that is going to be dispositive in a consuner's purchasing
decision. And noreover, as we refer back to the
presentation that was nade by Consuners Union back in Apri

at the April workshop, basically that the statenent was
that, in the few cases where they provided test data to
consuners, that data was m sused by consuners. And so |
think we all need to be very clear that if we provide
consuners with detailed information, the experts on consumner
data are telling us that that data woul d be m sused by
consuners, and that is sonething that we need to be very

m ndf ul .

MR. TUVELL: Yeah, yeah. kay, | appreciate that.
| do not recall that comment, but it is certainly not in an
absol ute way that the data would be m sused. And
absolutely, all the concern about m suse of data -- and that
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is why | nentioned that | think it is going to be

wort hwhil e when we start thinking about this step of getting
this information out there in the public domain. If we

t hi nk about possi bly devel opi ng, you know, sone little
education piece to set the proper expectations, and how it
can be used, and how it can be m sused, because we certainly
do not want sonething like that to happen, w thout a doubt.
And you are absolutely right, there is roomfor this stuff
to be msused. This is pretty conplicated stuff and | think
it can be easy for well neaning people to msuse it. |
agree. Sone information earlier is better than nore
information later, agreed. W talked about the exenptions.
Yeah, | never envisioned this to be a | arge data nanagenent
probl em you know, | nean, as | tal ked about earlier, this
is one where | really want to be able to sit down and talk
sone details with you fol ks about, you know, what software
do you want to use to do this? GCkay? Do you want to use
Access*? Do you want to use Excel? W wll create the
tenpl ate, you know, make it electronically available to you
strictly be an e-mail back and forth thing, you would just
drop the data into the tenplate, just drag, drop, boom

done, e-mail, bam W would set up on our side a great dea
of electronic quality control so that the conputer itself
woul d determne in many cases is this an appropriate unit to
be in this box, for exanple, this could be only an 80 or a C
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in this box, why does this 2 show up? Wam rejected. So

there is a lot of stuff, and we know t hrough sophi stication
of magi ¢ dat abases that we can do to mnim ze the need for
staff resources. Utimately, there will be eyes that are
applied to this, but, again, this is what we have had a | ot
of experience, and in nmany cases, we find that it is totally
appropriate to use students to handl e sone of this basic
data quality control stuff. Now, | amnot trying to
underestinmate the extent of this database, yeah, it is going
to be big. Gay? But that is what databases are for. And
| think they do an excellent job of it. But, yeah, | am
really really interested in devel opi ng conpati bl e dat abases
to ease that process. And the nethodol ogy for you folks to
get access toit. W wll have to have security nechani sns,
absol utely, we do not want just anybody submitting data or
adm tting access or changed data. W have thought that
stuff through, it is just a matter of inplenentation.

None of this information is reflected in the
proposed staff regulation. WlIl, | guess we are just going
to have to disagree on that. Mn, without that information
| would be nowhere. | used every piece of information that
| could get access to because that was our probl em since Day
1, issolittle information in the public domain. And |
wi | | enphasi ze again, | nean, the data you submtted on
April 22" was invaluable to us. You heard ny perspective on
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the Rolling Resistance Coefficient -- wish it would work,

wi sh | could have devel oped a | oad of confidence in it.

| aminterested in seeing -- | nean, | really do
believe that -- | think Luke touched on it -- | mean, you
get this data out there, and I think there is going to be
sone really creative people putting it to creative uses. |
think there is a heck of a lot nore that can be done with
this data than | can ever envision. And | cannot wait to
see what sone of these folks do with it. | know they are
already playing with it, frankly. You know?

MR, OKIH SA: Tom Cki hisa with Toyo Tires. Wth
regards to the public information in the database, and | do
not know if this has already been discussed, so are you
going to be publishing the actual rolling resistance data
test results, or just whether it is fuel efficient or not
fuel efficient for the SKU?

MR. TUVELL: Every piece of data that we get wl|
be avail able to anybody that wants it.

MR. OKIH SA: So one other question with regards
to the exenption, the 15,000 where we report how many tires
we produced that year, that is typically considered
proprietary information, so that would al so be available to
t he public?

MR. TUVELL: Interesting point. | think that
woul d be -- that could be an opportunity for us to exercise
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the authority we have dealing with proprietary stuff. |

amgoing to explore that with you. | think that is a
perfect potential use of that, you have got sonething there
you want to protect -- we have the information to exenpt it
or seek that. W do not have to explain to people why or
necessarily share it because that is not what that part of
t he dat abase was intended for. It was just to answer the
guestion of "why don't we see this tire in the database if
sonebody was asking?" Wiichis "it is exenpt.” W do not
necessarily have to share that with people, so | would |ike
to explore that one with you. Yeah, the deal is that -- |
think this is going to be interesting. | am/looking at this
bullet. You know, |ooking at it fromthis perspective, at
this juncture in the devel opnent of the program vs. howis
this going to ook five years |ater when | | ook back on what
happened and how t he program evol ved, and how did

manuf acturers react to it. | think there is going to be
sonme pretty savvy manufacturers out there who can do a
pretty decent job of predicting where they think the 15
percent cut-off level is going to be, and deciding, you
know, maybe calls for a decision, "These are products we
want to nmake sure that is in that 15 percent, and here is
how we are going to go about doing it." Because we have
seen it happen over and over again in standard devel opnent
related work. Okay? That people do not like to be on the
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mar gi n. They know how to identify what the margins are

going to be, and they will nmake steps to position

t hemsel ves. And | can envision over tine that that is what
is going to happen. There is going to be sone very savvy
reacti ons and responses by nmanufacturers in how to operate
within the real mof this programand what it all neans.

We tal ked about that. You know, | tried to use in
nmy anal ysis what | thought was -- | nean, | basically
grabbed your $20 million of total cost estimate, | do not
necessarily agree with the way you put the analysis
together, but I think nmy nunbers were basically in that sane
realm to try to give people, you know, to try to say, you
know, what is the order of nmagnitude here. That is what we
are dealing with in these nunbers. | nean, if we were
tal ki ng about, you know, hundreds of mllions or billions of

dollars, it is going to get people's attention when we talk

about $2 million or $20 million, and a $20 billion dollar a
year industry, | will let you decide how decision nakers
wei gh that.

No tineline -- | hope |I have clarified the issue

of no tineline available for consuner information. You
know, it would not be our intention to put a provision in
the regul ation that regul ates the Energy Conmi ssion. | have
shared with you our desire to get the information out in a
useful formthat is suited, if it is available. W think
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about prioritizing the tire testing, we can go a step in

that direction, that would be our intention of pursuing
that, and I think -- | have got to |look at ny notes here --
so | think you fol ks have asked could we establish this
priority thing, sequencing thing, and witing in sone way,
or give you a better indication of what that would | ook
like. Priority sequencing. No problemthere, | can do that
-- even if it is offline.

M5. NORBERG Yeah, | think the issue is that, if
you are going to require reporting of data prior to the
regul atory deadline, that that needs to be spelled out in
the regulatory --

MR. TUVELL: Oh, yeah, no, we were not intending
to require any.

M5. NORBERG (Ckay, then if you are asking for it
early, that needs to be recognized, that it is voluntary,
and that consumer information would not be able to be
generated until that database would be conplete on your 2011
date because if you are designing your baseline for each
yes/ no question on each, is it efficient or not, you cannot
make that determ nation until your database is conplete --

MR, TUVELL: Well, | amreally pleased that you
qgqualified that.

M5. NORBERG -- and that is the issue.

MR, TUVELL: Ckay.
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M5. NORBERG Because at that point, early

reporting does not really help, as you have said, | think
you stated 90 percent of the consuners do not care about
detailed information, so for those 90 percent consuners,
even if data were available early, that would not be
educational for them

MR, TUVELL: Yeah, and | am gl ad you brought that
clarification because, frankly, when |I was |ooking at this
first bullet, I was thinking exactly the opposite, that you
were asking if there was a way to get this stuff out earlier
instead of waiting until the end, and | am sayi ng, yeah,
think we can, if you want to work with us on this. But if
you are saying, "Oh, no, no, it is exactly the opposite,"
you want to nmake sure that no data is released until there
is sone conplete thing and that you do prefer to wait until
it is a conpl ete database --

M5. NORBERG No, | think you are m sunder st andi ng
what | am saying. Because of the design of your proposal,
you could not establish what the consuner information woul d
be until your database is conplete because you are saying
that you need to be able to find out what the best in the
size is, and then take 1.15 fromthat best perfornance, and
so that could not be determned until your database is
conplete. M point -- and the bullet there is speaking
specifically to consuner information -- which needs to be
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di stinguished fromrolling resistance test data. Rolling

resi stance test data is not consumer information, it is not
hel pful to 90 percent of the consuners, | think, as you
stated this norning, and so | think we need to be very cl ear
about data vs. consuner information in our coments,
specifically is it in regards to consuner information when
you take the ratings structure that you have desi gned, and
then create a systemto rate tires. And so it is a
di stinction between data and consuner information.

MR. TUVELL: Let me just address that point. W
do not believe it is appropriate to nake a distinction
bet ween data and consuner information. | do not see, nor
agree with that distinction. | know plenty of geeky friends
that believe the nost detailed data in the world is the
consuner information they want.

M5. NORBERG  (Ckay, but this norning, | think you
did state that 90 percent of consuners, that would not be
educational for them So you are saying that 10 percent of
consuners get the information and not the other 90? | nean,
is that a public policy position of the Comm ssion?

MR. TUVELL: | do not believe that is what | said,
so please do not put words in ny nmouth. Wat | am saying
is, | do not agree with the distinction you nade that said

test data is -- | thought | heard you say -- test data is
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not consuner information. And | am saying, no, | do not

agree with that at all.

M5. NORBERG  Ckay, that is what we are saying and
that is our position. | amnot trying to put words in your
mouth, | amsinply stating our position and trying to
provi de nore information about the bullet point on the
screen, and what its directly speaking to.

MR. TUVELL: Thank you. Let ne try to clarify one
point. Wen | tal ked about the potential of getting this
information out earlier, it was a result of the thinking
that was going through ny mnd that, if we were able to
establish a priority of testing, in other words, if we were
to say, "These are the tires we want you to test and report
on first, based on their popularity in the marketplace,” and
then that way | could, in fact, get conpl eted databases for
certain sized tires earlier than the conpl ete database
itself, and under that type of thinking, | was thinking out
| oud, "Well, maybe | could get data early to release early."
And so | was just thinking out |oud because | thought | was
responding to your desire for that to happen.

M5. NORBERG | think the approach that you are
suggesting, and the first time we heard that was this
afternoon, and we would just request that, if that is

sonmet hing the Conm ssion is pursuing, that it show up in the
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actual regulatory tests vs. sonething that woul d be

handl ed in an informal manner.

MR. TUVELL: Sure, no, | hear that. Let ne
mention also that, | nmean, | think that if there is any
nunber of these initial inplenentation steps and issues that
| think are ripe for discussion and common under st andi ng,
and then once you get over the initial stuff, then we get
into the overall operation of the programand that sort of
thing, these things go away and stuff, it does not surprise
me that -- and, in fact, | encourage these questions to cone
up because this is ny first opportunity in many cases to
tal k about these in sonme detail and think themthrough
mysel f, frankly, and | think we both benefit fromthat.

By the way, as to the UTQG stuff, | nean, | would
| ove to see the analysis that gives UTQG credit for these
changes. That may be coincidence with UTQG but | am not
aware of any analyses -- would |ove to have it.

M5. NORBERG Yeah, this is all publicly available
information, and this is just the UTQG ratings for all the
data recorded, and it is over tine.

MR. TUVELL: OCh, | thought -- yeah, well, what |
was saying is that | heard in the presentation essentially
what | thought was the claimthat the UTQG systemis the
credit for sone of these trends, that once this information
got out there, the industry responded in this way. And | am
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saying, well, that is very interesting, | have never seen

anal ysi s done that concluded that. | think there are other
reasons why these things could happen, but to claim
specifically it is because of UTQG | am not aware of any
such study that reaches those conclusions. So | am asking,
if | understood correctly the clainms that were made this
nmorning, if you have those studies, that give UTQG credit
for these changes, would | ove to see them Wuld |love to
see them You know, the nore information | get on this
stuff the better.

M5. NORBERG This information is all publicly
avai | abl e.

MR, TUVELL: OCh, no, that is why -- | am not
saying that. | amsaying the claim what | heard this
norni ng, that UTQG the system gets credit for these
changes going on is what | thought | heard this norning, and
| am saying | amnot avail able of any study that has been
conducted that reaches those conclusions. | amnot saying
the data is wong, | amjust saying giving credit to UTQG
for these trends, | amnot aware of any study that does
that, and so if | have heard that claimcorrectly, love to
have a copy of the study.

M5. NORBERG | do not believe there were any
clains that any specific studies existed, however, you can
see the trends over tinme and based on all of our nenbers'
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coll ective years of tire industry experience, and

obviously the trends in the industry basically speak for
t hensel ves.

MR. ROBINSON: Ray, Tim Robinson again. | am not
aware of any studies either, but it is obvious that UTQGis
all owm ng conpetitions in the marketplace, and it is driving
t he nunbers higher as a result of that conpetition. Another
point I would like to nake is | am sure the Conm ssion
val ues safety as a top priority, the safety of the citizens
of California, so is there any concern of the Comm ssion
that safety nay be conprom sed when we structure a fue
ef ficiency grading systemto segregate fuel efficient vs.
non-fuel efficient tires? Because one of the ways, one of
t he obvi ous ways, to inprove fuel efficiency is to reduce
t he amount of tread depth, and that is their quickest,
sinpl est, easiest way to inprove fuel efficiency. Well,
what that does, and it cannot hurt, what hydropl aning coul d
and can hurt, as well, UTQG -- wet traction grade. So if
you | ook at the trends, if you look in your database, the
dat abase we supplied you fromthe RVA, if you | ook at the
trends, the better tires for fuel efficiency typically also
have | ower UTQG traction, tenperature, and tread wear grade.
So we are sort of conmprom sing those attributes in favor of

fuel efficiency. So ny question is, is the Conmm ssion
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concerned with the safety, driving away from safety

towards fuel efficiency?

MR. TUVELL: Yeah, absolutely, that if there is
any issue as those data with safety, we want to be aware and
understand exactly what that is, and the ramfication of any
decision that we are nmaking relative to safety. Here are
t he di scussions that | have heard and been privy to. The
TRB, in particular, |ooked closely at this in the 2006
study, and | talked to Marion Pottenger about this, and he
said specifically, yeah, there is no question, you know,
reduce tread depth and you can inprove fuel efficiency, and
sacrifice other desirable tire qualities. But in the TRB
Report, the consensus, the conclusion was, it would be
totally foolish for a tire manufacturer to pursue such an
approach, the market would find out about it and discredit
the product. And so, you know, | amgoing, "Well, that is
very interesting," okay? Because that is one potenti al
ram fication because you and | agree, | think, that, hey,
| ook, the nost efficient tire on the road today is the bold
tire, the tire with no tread.

MR, ROBINSON:. That is right, yes.

MR. TUVELL: |Is sonebody going to market a tire
with no tread? No. And that is an extrenme. But on the
other hand, | find it hard to believe that a conscientious
conpany would in fact product a product and put it in the
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mar ket pl ace, that they believe a consuner could seriously

make a wrong decision, putting themin a position of safety.

MR, ROBINSON. Well, I amnot saying that any
tires we would put on the market would be unsafe, | amjust
saying there are different levels, as you can tell, of UTQG

traction grades, where 1 is good, another one is better, and
then you have the best. So there can be sone trade-offs
associated with providing the | owest fuel efficiency tire,

i nstead of having a double-A traction grade, it may be a B
So there will be, then, the added stopping distance to a B
grade tire, as opposed to a AA

MR TUVELL: Sure.

MR. ROBINSON: So those are the ram fications.

MR. TUVELL: So let's take a | ook at sonething
that is real thin, |I nean, | understand what you are saying
and | have sonme concerns in this area. So here happens to
be the 195s and we are tal king about traction, in
particul ar, okay, and as you can see, and these are ranked
in lowest rolling resistance to highest, and you tell ne --
domnated by A's. And if we all know in the marketpl ace
right now, the AA which is the highest rating, there are
only 3 percent of the tires in the marketplace with AA' s
And there are only, to our know edge, maybe only one or two
tires that is naturally a C. So the fact that | am seeing
so many A's here, | amgoing, "Well, if the UTQG systemis
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doing its thing, then | amnot seeing a trade-off on

rolling resistance vs. traction."”

MR, ROBINSON. Well, you will when you get to see
sonme cases that had AA. And in addition to that, you wll
see also the UTQG tread wear grading will typically be | ower
for AA's. There is also the inpact of the total lifecycle
anal ysis and the inpact on the carbon footprint. So in sone
studies, it has been concluded that a tire with a | onger
life actually is less of an inpact on the carbon footprint
than a tire with lower fuel efficiency that |asts half as
| ong.

MR. TUVELL: Yeah. Now, that one concerns ne.

The potential trade-off's of tread life vs. rolling
resi stance.

MR, ROBI NSON:  Yes.

MR. TUVELL: | have heard this issue over and over
and over again. And, as you know, part of the dilema -- |
mean, | have tried to analyze this, and part of the dil emm
has to do with the problem of the reporting paranmeters for

UTQG tread ware, and this is the issue of you can under

report.

MR ROBINSON: That is correct.

MR, TUVELL: So when | see sone | ow UTQG tread
wear nunbers -- when | say "low, " | amtal king about nunbers
under 500 or so -- | always get skeptical about, "Are they
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underreporting? Are they -- what's going on?" Wen | see

hi gh UTQG nunbers, | have sone | evel of confidence because |
know they are not underreporting. But this is the dilemm
that I think the consunmers have, and we have, and everybody

has. So let's say that a really conscientious consuner is

trying to say, "I have got this great data on rolling
resi stance now. | want to understand how it trades off
agai nst tread wear and traction.” Were do they get the

reliable information?

MR, ROBI NSON: Wl --

MR. TUVELL: They are going to have very reliable
information on rolling resistance to make that deci sion;
where do they get the equivalent |evel of reliable
information on tread wear and traction?

MR. ROBINSON: Well, | am speaking for Bridgestone
in this case, but UTQG tread wear, as you know, is a
regul ation, and we have to assure with 100 percent that we
are conplying within the letter, or the nunber that we stanp
on there. So that brings us to the issue of variability in
testing. So we may test a tire that is a 700, but due to
the variability in testing, we have to rate it a 500.

MR, TUVELL: Sure.

MR. ROBINSON: So that is incentive within the
market, within the tire industry, to drive down the
variability, which is the sane incentive you will see for
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fuel efficiency, but | can honestly stand here and say

that we do not gain the UTQG tread wear gradi ng system W
are constantly trying to drive down the variability and
assign the highest UTQG tread wear grade that we can because
it is to our best interest to sell nore product that way.

MR, TUVELL: Yeah, and | do not nean to inply that
it is gaining. | mean, | think what is happening in UTQG i s
clearly within the paraneters that establish under UTQG |
do not claimor want to in any way all ege that sonebody is
doi ng otherw se. And even the RVA fol ks, and you folks in
your presentation today agreed that this provision that
allows for the underreporting with a D rating, okay, is
causing a |l ot of the skepticismabout UTQG and we all w sh
it was not there. And if it was not there, then, boom that
i ssue goes away and naybe peopl e have nore confidence about
sone of this data.

MR, ROBINSON. Well, it is just a fact of the
variability of the test, which is simlar to what we are
going to get into when we talk about rolling resistance and
fuel efficiency.

MR. TUVELL: Got it. GCkay. | appreciate that.
would love to talk to you in nore depth about that. | had
not heard about the variability issue.

MR, ROBI NSON:  Ckay.
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MR. TUVELL: By the way, the Bridgestone

Representative and, as it turns out, in our 195 database,
t he Bridgestone Insignia SU200 woul d be the market | eader at
7.78, rolling resistance force in this size category.
Congratul ations. And it does not surprise nme. You guys
make sone great -- Bridgestone nmakes great products.

You know, | nean, golly, this canme up again at the
May or the April workshop that, you know, where we tal ked
about the shortcom ngs and -- oh, here, of course, "allows
the understate,” and you fol ks agree that -- | thought |
heard you agree that that is one of the problens we should
correct. And | asked you in April, and I will ask you again
right now, raise your hand and walk with me to NHTSA and
tell themwe all agree that that provision in UTQG shoul d be
changed, that the industry agrees -- it changes. W have
had it with it. Let's doit. Let's see the industry stand
up and go to NHTSA and say that. Then your criticism of
this is going to be nmuch nore neani ngful to ne.

M5. NORBERG  Tracey Norberg with the Rubber
Manuf acturers Association. | think we need to differentiate
here -- the reason we are nmaeking these points at this tine
is that these are the kinds of concerns that have been
expressed when we have proposed a systemthat would be a
simlar categorical rating system and the reason we are
maki ng these points is that, in designing a rolling
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resi stance or fuel efficiency rating systemfor tires

based on a categorical rating, these shortcom ngs can be
addressed in a proposal, and that is what we are proposing
here. The subject matter here today is tire efficiency,
rolling resistance, and that is why we are offering these
comments in this context, because the concern about a
categorical systemfor rolling resistance always cones to

t hese ki nds of concerns about Uniform Tire Quality G ading,
and so that is the context in which we offer these comments
t oday.

MR. TUVELL: No, and | think the coments are well
received. But that is why I amsaying, if you recognize
that problem as many do, then | would |ove to see you turn
that recognition into sonme positive action to get it
resol ved at NHTSA

M5. NORBERG Again, | nean, the focus here today
is on rolling resistance and vehicle fuel econony, and the
tire's contribution to those attributes of the vehicle. And
UTQG is not on the table, | do not think, at this point. It
is not on the table here in California. And so the salient
point here is that we offer years of experience working from
tire quality or grading, and that we can |learn fromthe
experience here and design a categorical systemfor rolling
resistance and the tire's contribution to vehicle fuel
econony that takes into account these issues, that have been
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rai sed, and these are not a criticismof, in general, a

categorical systemfor tire efficiency, but, instead,
sonet hing that we can learn lessons fromthis system and
design a programgoing forward for tires and vehicle fuel
econony that takes these considerations into account.

MR. TUVELL: Ckay, you have the last word on that.
Oh, this lower cost manufactured --- | did not understand
that. The systemthat we are envisioning is that anybody
could contact us in our program and say, "W question the
data that is submtted in this program" Okay? And by this
manuf acturer, and then we woul d go about dealing with that,
assum ng that we did not get overwhel med with those things,
and no budget in the world could do it. But the context
that this manufacturer challenge thing, you know, where
sonmehow one manuf acturer woul d chal |l enge anot her, and what
the process woul d be of doing that, and how t he noney woul d
exchange hands, and where the tests would have to be
conducted, | nean, | could see the devil is in the details
on sonething like that, that | have never heard before. It
is intriguing, but I also amnot aware of any precedence
certainly in any step we have regul ated here in energy
efficiency, that | could rely on to get a sense of the
feasibility of such a thing. | nean, interesting that you
brought it up. | nean, we do like the idea of chall enging,
absolutely. You know, we want the whole nodule of people to
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challenge it there and help direct us to where the

probl ens are, without a doubt. | nean, the validity of the
data is critical to the integrity of the program Yes, sir.

MR, OKIH SA: Tom Ckihisa with Toyo Tires. | am
just wondering if, as far as the audits, if that data is
al so going to be public as far as which tires have been
audi ted?

MR. TUVELL: You know, | guess | have not thought
about that. | nmean, the regulations talk about -- the draft
regul ations tal k about the process by which we would notify
t he manufacturer of the tires that they will be audited, and
t he process by which they could correct that. And the
regul ations also say that, if we audit a tire and we do not
find any problens, matter solved. | nean, it just goes
silent on that. But -- so are you saying you would prefer
that auditing results be nmade published and public? O you
woul d prefer not?

MR. OKIH SA: | guess what | amkind of getting at
is kind of making sure there is a fair playing field. |
mean, if we see that many different manufacturers are being
audi ted, as opposed to just a few, we can kind of be sure
that, you know, everybody is being checked. So that is why
| am maki ng that conment.

MR. TUVELL: Yeah, yeah, absolutely. | nean, if
that would help create a | evel of confidence in the
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integrity of the program absolutely. | want to provide

that to you. Yeah, | thought there was concerns about, you
know, getting sone proprietary thing, and sonmebody is going
to use this to say, "Guess what? W | ooked at the Energy
Comm ssion's..” And it shows up in the advertising at the
New York Times, you know, this tire conpany has been audited
nore tinmes by the Energy Conm ssion than any other. Yes,
don't do that. But if you are tal king about highly
responsi bl e uses and know edge, absolutely. | nean, | want
to be able to share everything that we possibly can. |
mean, getting things held in a proprietary nature has a very
specific process around it and only certain things can
qualify for it because it is the nature of a public agency
like ours. And so, in general, you are going to see
everything we do public, except for those specific exanples
of proprietary approval has been granted, and there is a
very specific process about that. Has anybody seen the
NHTSA programyet? | would love to see it. Anybody got any
clues? | cannot wait to see it. | have high hopes for
those folks. | think we are going to be surprised.

M5. NORBERG  The NHTSA proposal is not avail able
publicly --

MR TUVELL: It is still in QVB.

M5. NORBERG It is at OVMB. It went to OMB on May
29N,
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MR. TUVELL: Right, yeah. But | had nothing --

and | think I say that in ny credits in ny presentation -- |
have not hing but the greatest admration for the quality of
work and the credibility of those folks and it woul d
surprise me if they have to see sonething come out of there
that -- | think we m ght open their eyes. It is not going
to be UTQG

Yeah, the budget crisis. Before you get out the
door, | amgoing to hold out the cup for donations,
everybody, help us solve our budget crisis. Let's see. So
| did ny best to try to bring to your attention matters in
your presentation that | thought may result in confusion, or
that by ny providing you with direct response you mght find
hel pful. | chose to wait until nowto do that, as opposed
to the norning session. That session was for the benefit of
t he Commi ssioners and others, as far as | was concer ned.

And so | made a conscious decision to hold back asking
guestions then, and so | hope |I did not m slead or
m sunder st and.

Let me ask you this, Dan. |Is there anything in
any of ny slides that you would |like to go over again, or
focus on that | could clarify? This would be a perfect
opportunity to do that while I amup here. | would be happy

to do that, discuss it. | look forward to this opportunity
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with you guys to have this dialogue. It does not happen

that often

MR. OKIH SA: One nore question, but it is not a
guestion about your slides, but about the regulation. Do
you have any nore details or share your ideas on as far as
the enforcenent, and I guess -- | do not know if you would
call them-- penalties for non-reporting by the deadline
dat e?

MR. TUVELL: Yeah. Well, you know sonething? It
is our desire, no, it is the Governnent's desire, in
general, to refrain from[quote] "enforcenent proceedings,"”
except for the nobst egregious circunstances. Okay? That we
all hope never occurs. So | would suspect that if there are
i ssues associ ated, such exanples that you gave that did not
get the reporting in on the deadline, |I would hope that
there are responsi bl e reasons why, and that we would
accommodat e that, and that these are circunstances where
enforcenment actions would not at all -- they would not be
appropriate, and they would not be necessary because you had
good reasons why. kay? And we are all reasonabl e folks,
and that is the way we would prefer it to be resol ved.
mean, nobody is happy about enforcing things or going to
court, and we are going to avoid that to the greatest extent
possi bl e. The general question of enforcenment authority
woul d i kely be, "That is what the pay the Attorney General
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to do.” You know, he has got a better budget than ne. |

do not think he is fighting with the Governor on that.

Their budget is secure, and mne is not, so we are going to
be turning to the Attorney General and saying, "Have at it."
Actually, I amnot. | hope | never have to do an
enforcenment authority. | nmean, if this programworks well
and works correctly, it fits everybody's needs. And we did
not come up with anything that woul d ever require such
drastic action. That is the last thought in ny mnd is,
gosh, | amgoing to have to enforce -- how big a club can
get to bang sonebody over the head? Don't want to do it.
And | am not aware of anybody in Governnent that ever wants
to do sonething like that.

Ckay, so we have covered goi ng over your
presentation in nore detail. Apparently there are no
addi ti onal questions on ny presentation. | did get a nunber
of good questions on the regul ations, thenselves. Geat.

So can we focus on that, then, for a couple mnutes? |Is
there anynore detail questions that anybody has on the

regul ations? Again, | hope you understood ny expl anati on of
this brief errata that we nade avail able today. It was

rel atively non-substantive issues, but we caught them they
have all been corrected in the version that we handed out
today. W are going to make that avail able on the Internet
to everybody. So those on the Internet that are |istening,
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no substantive changes occurred in the Errata, and we are

going to get that out to everybody. Any other questions on
the Regs. in detail? Certainly, this is not the last tine,
but it is the best tinme because we can di al ogue over it.

And then one other category that | brought up
earlier was | thought there was maybe sone confusi on about
the Energy Star program For exanple, | heard reference to
sonet hi ng about, "Once you are on the Energy Star, you're
al ways on the Energy Star,"” it is the grandfathering clause.
| do not believe that is correct. But, you can answer that
guestion. So | would encourage you, that if anybody has
sonme questions or concerns about how the Energy Star concept
wor ks, because it was alluded to, we have got sonebody here
that we could certainly get a direct answer to that.

MR. OKIH SA: Yeah, Tom Cki hisa with Toyo Tires.
Actually, I would like nore information on -- again, it goes
back to ny previous questions about the rating system being
updat ed on an annual basis, and possibly that being too
frequent. Maybe you have sone comrents on how t he Energy
Star system works and what their opinion is on a system
where basically your target is changing every single year,
and how that m ght affect manufacturers.

MR. TUVELL: Well, wait, before you | eave, can
ask you a question? Interesting coment about every year
being too frequent. \What is your thinking on that?
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MR OKIH SA: Well, ny main concern is, and |

know you tal ked about having information updated at the

retail location on the conputer when they bring up the other
product information. But, still, as far as the actual
salesman at the retail location and the training that is

requi red, and quite honestly, you know, the higher turnover
rates for those types of enployees, to actually expect them
to know what products really are currently the nost fuel
efficient and to comrunicate that to the consumer, it just
seens like, if you have information that is updated every
year, the expectation of that really getting to the end user
just seens -- it would make it less likely.

MR. TUVELL: Gotcha. | nean, we heard over and
over again on this matter of comng up with a concept that
works well in the marketplace, you know, both the issue of
consuners have a hard tinme understanding conplicated
concepts, but also was drilled into this, you know, |oud and
clear, same with the retailers, that there is training
associated with the retailers to | earn and understand these
t hi ngs and keep their know edge constant. So | am hearing
you loud and clear. So there is a balancing act that we are
tal ki ng about here. The desire to update the database, the
fuel efficient tire definition, frequently was, in fact,
this positive desire to recognize that, "Hey, |ook, maybe
there is this new class | eader now And let's give them
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credit for that and reassess who is within the 15

percent.” And so we | ooked at it as a positive response.
"Here we have got a Governnment-run program positive with
responding to the fact that technol ogy changed. Qui ck,
let's get it out there, and let's do what, in part, what
this programwas designed to do." But | am hearing you al so
sayi ng, "Yeah, but.” Gay? There is this other naybe
uni nt ended consequence of too frequent changes of
information getting out into the marketplace. Can they
absorb and adapt to that frequent change w thout it adding
sonme confusion? Interesting dilemma. | amnot sure what
the solution would be to that, frankly. | nean, | think we
woul d all agree we want to pick a tinme span for updating,
and how you wei gh sonething -- so, | nean, if you fol ks
submt comments, | amvery interesting in hearing sone
counter ideas and views on that, very interested in that.
appreci ate your point and concern.

kay, well, getting along in the day. Anybody
el se have any questions, comments, or any other uses of this
tinme available that they would like to pursue at this point,
| woul d wel cone anything. Anybody on the Internet that is
hardcore and just hung around this | ong, especially on the
East Coast, that have conmments or questions that they would

like to contribute at this point?
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MR. RASSETTER. Ray, this is John Rassetter from

Ti re Rack.

MR. TUVELL: Yeah, go ahead.

MR. RASSETTER. | amnot sure if you Energy Star
peopl e had a chance to sort of answer their side of Tom s
questi on.

MR, TUVELL: Ckay.

MR. RASSETTER. As far as about how Energy Star
wor ks, or products dropping off, things of that nature.

MR. TUVELL: Thanks, John. Yeah, it is comng to
the m crophone now.

MR. FANARA: Thank you. M nane is Andrew Fanar a.
| amwth the US EPA's Energy Star Program Let ne preface
my remarks by saying | do not want to speculate too nmuch at
this early juncture about the potential role for Energy Star
and/ or the other EPA Program Smartway, in ternms of how
things mght work in the future, so | think it is probably
premature to speculate on that. | can speak to -- and,
again, that -- we mght have future discussions about this
to the extent that the plunbing infrastructure of the
program whatever that ends up being, is figured out,
wei ghed out, and then EPA nakes a decision that we m ght be
able to map our prograns onto it for some benefit to the
custonmer. But specifically to the question about Energy
Star's policies with respect to updating our specifications,
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| would say we have a guiding principle that we want to

update them as frequently as necessary to ensure that they
reasonably continue to be effective in the marketpl ace and
deliver on the prom se to the custonmer that they are getting
one of the nost efficient products in the marketplace. So
to that extent, we base that decision on as nuch information
that we can gather fromthe varied sources that m ght be
avail able, to be able to nake that decision. Suffice it to
say, we have sonme products that are updated rather

i nfrequently because the market does not change very
rapidly. Qhers probably need to be changed nore
frequently. W would like to nake that decision on the
basis of the product in the market and not have a one-size-
fits-all wth respect to that. So | do not know whet her or
not -- we probably do have sone products that change cl oser
to a year, and sone that change, frankly, several years or

| onger, it really depends on the market for the product.

Thank you.

MR. TUVELL: D d that help, John?

MR. RASSETTER  Yes, it did. Thank you.

MR. TUVELL: Anyone else on the Internet have any
guestions or coments right now? | think we have exhausted

everybody in the roomhere. Gkay, if not, then | would Iike
to rem nd everybody that, again, the notice requested that
any witten conmments be submtted within two weeks.
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Tracey's request, noted, that she would like nore tine

especially relative to once having the transcript first, and
| will certainly forward that request to the Conm ssioners.
QG her than that, | think I will call the workshop to an end,
and | want to thank everybody for their participation today.
Thank you very nuch.

(Wher eupon, at 3:59 p.m, the workshop was

adj our ned.)

- -000- -

CERTI FI CATE OF REPORTER

|, TAHSHA SANBRAI LO, an El ectronic Reporter, do
hereby certify that I ama disinterested person herein; that
| recorded the foregoing California Energy Conm ssion
Wor kshop; that it was thereafter transcribed into
typewiting.

| further certify that I am not of counsel or
attorney for any of the parties to said neeting, nor in any
way interested in outconme of said neeting.

I N WTNESS WHERECF, | have hereunto set ny hand

this day of June, 2009.

Tahsha Sanbrail o

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



