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Dear Mr. Chairman: 

On February 7, 1985, you asked the Environmental Protection 
Agency (EPA) to respond to questions prepared by your staff based 
on our report entitled Vehicle Emissions Inspection and Mainte- 
nance Program Is Behind Schedule, (GAO/RCED-85-22, Jan. 16, 
1985). As requested, EPA submitted a copy of its response to us 
for evaluation and comment. On February 7, 1986, we briefed your 
office on the results of our work and, as requested, this report 
summarizes the information discussed during that briefing. 

The objectives of our evaluation were to (1) determine 
whether EPA's responses adequately addressed the 58 specific 
questions raised and (2) test, to the extent possible, the 
adequacy and reasonableness of the responses. To facilitate 
preparing and presenting this report, we consolidated the 58 
items into 34 related areas. 

In determining initially whether EPA's responses adequately 
addressed the 58 specific questions raised, we identified 14 
questions that required additional information to understand 
EPA's response, 6 questions for which EPA did not provide a 
response, and 2 questions that needed to be updated. We obtained 
the additional information from EPA and discussed all 58 
questions and responses with EPA's vehicle emissions inspection 
and maintenance (I/M) project manager. Where needed, we also 
obtained additional information by telephone from state and/or 
local I/M officials. To test the adequacy and reasonableness of 
the responses, we reviewed data obtained in our prior work, data 
EPA sent to support its responses to specific questions, and 
various documents EPA sent in response to specific information 
the Subcommittee requested. Section 3 of this briefing report 
contains further details explaining our objectives, scope, and 
methodology. 
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In evaluatincj EPA's responses, we found that some of the 
conditions identified in our January 1985 report continue to 
exist and, in addition, some new concerns have been identified. 
In section 1 we briefly summarize the findings contained in our 
earlier report as well as observations resulting from our 
analysis of EPA's responses. 

With the additional information obtained from EPA together 
with our analysis, we conclude that each of the Subcommittee's 58 
items has been satisfactorily addressed. The Subcommittee's 
questions, EPA's response, the additional information obtained 
from EPA or the st#3tes, and our comments and :>J+rall assessments 
are presented in ;cction 2. 

As arranged with your office, unless you publicly announce 
its contents earlier, we plan no further distribution of this 
briefing report until 30 days from the date of this letter. At 
that time we will send copies to the EPA Administrator and other 
interested parties. We will also make copies available to others 
upon request. If you have additional questions or if we can be 
of further assistance, please contact me on (202)275-5489. 

Sincerely yours, 

Senior Associate Director 
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SECTION 1 

SUMMARY 

This section briefly summarizes (1) the findings of our 
earlier report on the Environmental Protection Agency's (EPA's) 
vehicle emissions inspection and maintenance (I/M) program and 
(2) the more significant observations resulting from our analysis 
of EPA's responses to the Subcommittee's questions. 

JANUARY 1985 REPORT ON I/M 

In January 1985 we issued a report entitled Vehicle 
Emissions Inspection and Maintenance Program Is Behind Schedule 
(GAO/RCED-85-22). In that report we said that 30 states and the 
District of Columbia were required under the Clean Air Act to 
implement an I/M program to ensure that carbon monoxide and/or 
ozone air quality standards will be attained by the end of 1987-- 
the deadline mandated by law, We reported that 16 states were 
late in implementing their programs. Accordinq to EPA, late 
implementation could make it difficult for states to meet the 
1987 deadline. 

We also reported that (1) I/M programs were controversial 
because program benefits were not always clear and implementation 
costs were considerable, (2) the future need for I/M programs was 
uncertain because air quality qenerally was improvinq nationwide 
without I/M proqrams and the impact of recent advances in vehicle 
technology for controlling emissions was unknown, and (3) the 
effectiveness of ongoing I/M programs had generally not been 
evaluated, and many programs had experienced operational 
problems. 

GAO OBSERVATIONS BASED ON 
FOLLOW-UP WORK WITH EPA 

In evaluating EPA's responses, we found that some of the 
conditions identified in our January 1985 report continue to 
exist and, in addition, some new concerns have been identified. 
In summary, we identified the followinq based on EPA's responses: 

--Forty-four areas of the country were required to 
implement I/M by December 31, 1982, in order to meet the 
applicable air quality standards by December 31, 1987. 
As of January 1986, 12 of these areas did not have EPA- 
approved state implementation plans showinq how the air 
quality standards will be attained by 1987. All 44 areas 
except for Albuquerque, New Mexico, and Cincinnati and 
Cleveland, Ohio, have either started or planned to start 
an I/M program before 1987. (See pp. 11 to 13.) 

--Twenty-six areas of the country not initially required 
to implement an I/M program have inadequate state imple- 
mentation plans, and EPA could require many of these 
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areas to implement an I/M proqram in order to attain the 
standards by the end of 1987. (See ppD 17 to 19.) 

--EPA has made no formal projections of which areas of the 
country will not be in attainment of the air quality 
standards after 1987. The Agency is developinq a policy 
for dealinq with such areas. However, it miqht not know 
until 1988 or later if some areas actually met the 1987 
attainment deadline. (See PP- 12 and 13 and 14 to 16.) 

--EPA's air quality data for the period 1975 to 1983 show 
that measurable levels of carbon monoxide have continued 
to decline, but that ozone levels have increased for the 
period and continue to be a pervasive pollution problem. 
The ozone data, in our opinion, indicates that some type 
of corrective measure, such as an I/M program, is needed 
to deal with areas havinq severe ozone pollution prob- 
lems. (See pp. 69 and 70.) 

--Accordinq to EPA, anywhere from just under 21 percent to 
nearly 56 percent of 1981 and later model-year vehicles 
could be expected to have serious malfunctions in the 
emission control systems. This also indicates a need for 
some type of vehicle emissions program, like an I/M pro- 
qram, to control emissions from these vehicles. (See pp* 
77 to 80.) 

-EPA agrees that it will cost hundreds of millions of 
dollars nationally to implement I/M proqrams. However, 
EPA does not know if the benefits from I/M programs out- 
weigh the costs. A cost benefit study of I/M programs 
versus other alternative control proqrams could show which 
control program alternative is clearly the best choice. 
EPA has not done a formal cost benefit study because I/M 
is mandated by law. (See pp. 82 and 83.) 

--EPA has allowed some states to use certain practices in 
their I/M proqrams which make the proqrams less effective 
than they otherwise could be. For example, EPA's approval 
of some I/M proqrams, which enforce program requirements 
usinq window stickers rather than annual vehicle re-regis- 
trations, has led to the establishment of programs with 
weaknesses in compliance. Law enforcement officers have 
had problems enforcing a system using window stickers for 
various reasons, including difficulties in distinquishinq 
expired stickers from valid stickers. (See pp. 35 and 
36.) 

--Many I/M proqrams continue to experience serious problems, 
including poor quality of repairs, ineffective management 
of proqram data, lack of quality assurance in testinq 
equipment, inspection and data reporting errors, 
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poor enforcement of vehicle testing, and high waiver rates 
which could exclude the vehicles from beinq repaired. (See 
pp. 34 to 36 and 62 to 64.) 

--SOme States are not cooperating with EPA to implement 
changes In their I/M proqrams to make them more effective. 
(See pp. 34 to 36.) 

--A major option available to EPA is the use of sanctions, 
such as limitations on the use of air pollution control 
grant funding, aqainst any state failinq to implement an 
approved I/M proqram. Thus far, EPA has used sanctions 
only sparingly. Wee PP. 12 to 16 and 41 to 43.) 

--EPA's efforts to audit state I/M programs have proved 
successful. However, I/M program problems, once identified 
through an audit, were not always being monitored and 
reqularly followed-up. Also, some audits were not done 
until years after the I/M program had started. For exam- 
ple r the I/M program for the state of Washington officially 
began January 1982 but was not audited until February 
1986. (See pp. 48 and 53 to 55.) 

--The I/M program in Albuquerque, New Mexico, discontinued 
in March 1984, was still not operating as of March 1986, 
In addition, it is uncertain what impact the sanctions put 
in place by EPA will have on the area. (See pp. 56 to 61.) 

--Indications are that the cost to repair new technoloqy 
vehicles not passing an I/M test may be substantially 
qreater than the existing repair cost limits in many I/M 
programs. Such limits dictate when a vehicle could be 
eligible for a proqram waiver which could exclude the 
vehicle from having further tests or having all necessary 
repairs made, (See pp. 75 and 76.) 
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SECTION 2 

QUESTIONS ON EPA's VEHICLE EMISSIONS 

INSPECTION AND MAINTENANCE PROGRAM 

This section contains EPA's responses and our assessments for 
each of the 58 specific questions or information requests included 
in the Subcommittee's February 7, 1985, letter to EPA. To facili- 
tate preparinq and presentinq this information, we consolidated 
the 58 items into 34 related areas. 

Each of the 34 areas is organized into either three or five 
parts. The first part contains the Subcommittee's specific ques- 
tion or request to EPA. The second part, included for all areas, 
summarizes the response contained in EPA's March 27, 1985, letter 
to the Subcommittee. The third part contains our comments on 
EPA's initial response. This part was used only when we determin- 
ed that additional information and/or clarification was needed 
from either EPA or the states to complete our evaluation. The 
fourth part contains any subsequent information obtained from EPA 
or the states. The fifth and last part is our assessment as to 
whether the Subcommittee's questlon had been satisfactorily ad- 
dressed. The assessment was included for all areas and contains 
the results of any GAO analysis as well as any conclusions 
warranted. 
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SUBCOMMITTEE REQUEST 

1. Provide a table for each state where I/M was required 
as of December 31, 1982, showing the pollutant(s) causing 
the state to miss the deadline without I/M, and whether or 
not such states are now, or will be, in attainment for that 
pollutant(s) by December 31, 1987. (EPA policy required 
urbanized areas, with a population of 200,000 or more, that 
did not meet the national ambient air quality standards for 
carbon monoxide and ozone, to implement an I/M program by 
December 31, 1982, as a condition for obtaining an 
extension of the attainment deadline to December 31, 1987.) 

EPA response 

EPA provided two tables showing the specific metropolitan 
areas in 28 states and the District of Columbia receiving a dead- 
line extension and which, because of the extension, were required 
to implement an I/M program by the end of 1982 to control ozone 
and/or carbon monoxide pollution. The tables showed that 44 areas 
in 28 states and the District of Columbia were required to imple- 
ment I/M by 1982 to control ozone and/or carbon monoxide. EPA 
also furnished a table listing five urban areas in four states 
that were not required to implement an I/M program under EPA 
policy because of the small population (i.e., under 200,000). 
Subsequently, EPA also required the five smaller areas to have an 
I/M program because EPA determined that these areas could not 
attain the carbon monoxide standard by 1987 without I/M. Accord- 
ing to EPA, all of the urban areas shown in both tables were still 
in nonattainment, except for Providence, Rhode Island, which had 
been designated in 1983 as being in attainment based on actual 
monitored air quality data. 

Nearly all areas had submitted plan revisions which purported 
to show 1987 attainment. EPA said that it issued final approval 
of the plan revisions, including the attainment demonstrations, 
for 13 areas. (Attainment demonstration refers to that part of 
the state implementation plan which details when an area projects 
that it will attain applicable air quality standards based on the 
use of EPA-approved models.) EPA has proposed approval of the 
demonstrations for a number of the other areas, but not for all, 
The California submission acknowledges post-1987 attainment for 
some of its urban areas. EPA said that it has not yet determined 
whether any area granted an extension until 1987 will actually be 
in attainment by December 31, 1987. 

GAO comment 

EPA's response needed to be clarified in three areas, We 
asked EPA to (1) explain why it had not made a reliable projection 
of which states would meet the 1987 attainment standards, (2) 
comment on when it would determine which urban areas would meet 
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the December 31, 1987, deadline for attaining air quality stand- 
ards, and (3) identify the specific urban areas for which EPA con- 
sidered approving the schedules for attaining applicable standards 
by the 1987 deadline (in addition to the 13 already approved). 

Subsequent information obtained from EPA 

EPA said that it would process requests for redesignation of 
an area from nonattainment to attainment at any time that the 
actual data could be provided. According to the EPA I/M project 
manager, EPA would make a determination of continued nonattainment 
beyond 1987 as soon as possible after December 31, 1987, for areas 
with the most serious air quality problems. For other areas, a 
final determination as to whether they met the required standards 
by the 1987 deadline may not be made until 1988 or later when 
actual monitored air quality data are available. 

EPA said that the states were required to include attainment 
demonstrations in their 1982 state implementation plans. The 
plans showed when each nonattainment area would attain the nation- 
al ambient air quality standards. To demonstrate actual attain- 
ment with the standards, EPA requires an area to (1) provide 3 
years of monitored air quality data showing no violations of the 
applicable standards and (2) demonstrate that the approved state 
implementation plan had been fully implemented. 

According to EPA, it had approved plan revisions for 32 of 
the 44 areas granted an extension of the 1982 deadline and requir- 
ed by EPA policy to implement I/M by December 31, 1982. EPA iden- 
tified 12 areas in eight states that did not have approved attain- 
ment demonstrations for ozone and/or carbon monoxide as shown in 
table 1.1. 

Table 1.1: Extension Areas Which Do Not Have 
Approved 1987 Attainment Demonstrations 
as of January 21, 1986 

Area Pollutant(s) 

Albuquerque, NM 
Chicago, IL 
Chicago suburbs, IN 
Cincinnati, OH 
Cleveland, OH 
Denver, CO 
Detroit, MI 
Fresno, CA 
Sacramento, CA 
St. Louis, MO 
South Coast Basin, CA 
Ventura, CA 

carbon 
ozone, 
carbon 
ozone 
ozone, 
carbon 
ozone, 
ozone, 
ozone 
ozone 
ozone, 
ozone 

monoxide 
carbon monoxide 
monoxide 

carbon monoxide 
monoxide 
carbon monoxide 
carbon monoxide 

carbon monoxide 

12 



EPA's I/t4 project manager said that on January 28, 1986, EPA 
proposed in the Federal Register (Vo1.51, No.18) to approve the 
attainment demonstration for St. Louis. The project manager said 
that, rather than use sanctions, EPA has encouraged the submission 
of state implementation plans by the affected areas. The project 
manager believed this has been a valid approach since I/M has been 
or will be implemented before 1987 in all but two states required 
to implement I/M programs--New Mexico and Ohio. The project 
manager said that, as of February 1986, EPA had imposed sanctions 
such as construction moratoriums and/or funding restrictions in 2 
of the 12 areas--Albuquerque, New Mexico, and Campbell and Kenton 
counties in northern Kentucky. According to the project manager, 
the latter are part of the greater Cincinnati metropolitan area 
and have been under federal sanction since December 1980. The 
manager said that Albuquerque is already under federal sanctions 
and that EPA has started the formal process that will lead to 
sanctions in Ohio. 

GAO assessment 

With the additional information EPA supplied, we believe that 
the Subcommittee now has a reasonable response to its request. 

Since 1987 is fast approaching, EPA, in our opinion, needs to 
complete whatever actions it is going to pursue for the 12 areas 
still without approved plans. As we reported in January 1985, 
these plans were supposed to have been submitted by July 1, 1982, 
and the potential consequences of not submitting a state implemen- 
tation plan revision by the due date and in a form approvable by 
EPA were the application of the sanctions provided for under the 
1977 amendments to the Clean Air Act. 
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SUBCOMMITTEE QUESTION 

2. If any area where I/M was required as of December 31, 
1982, is in nonattainment by the end of 1987, what are 
EPA's options? 

1 

EPA response 

EPA said that it will review 1982 state implementation plan 
revision submissions that acknowledge or imply post-1987 attain- 
ment dates. EPA said that those areas in states which do not 
actually attain applicable standards by 1987 could face state 
implementation plan disapproval, a construction moratorium, or air 
planning, highway, and sewage treatment funding restrictions. 

EPA indicated that an important consideration relative to 
funding restrictions in a nonattainment area after 1987 will be 
the area's demonstration that it is, in fact, implementing all 
reasonably available control measures in each of the several emis- 
sion source categories (stationary, area, mobile, and transporta- 
tion). EPA's evaluation of such demonstrations will be guided by 
an assessment of the technical and resource capabilities of the 
nonattainment area and by evidence of control measure feasibility 
based on experiences in other parts of the nation. Nonattainment 
areas will need to provide extensive evidence to EPA that any 
rejected control measures are technically or economically 
infeasible. 

EPA indicated the concern that fully approved 1982 state 
implementation plans that demonstrate 1987 attainment may, in 
fact, not prove adequate to actually achieve attainment by the 
projected date. In addition, states may fail to implement all 
measures they committed to in state implementation plans, thereby 
creating a post-1987 nonattainment problem. 

EPA said that it was developing a policy to deal with post- 
1987 attainment problems. Preliminary screening projections made 
by EPA suggest that there miqht be about 17 areas that would be 
classified as nonattainment for carbon monoxide beyond December 
318 1987, and 10 to 22 areas for ozone. EPA believed that more 
finite projections of 1987 attainment in specific cities required 
more detailed effort than had yet been expended using the latest 
information on air quality levels and state implementation 
efforts. EPA recognized the urgency that the preliminary estima- 
tes placed on developing a policy for post-1987 attainment 
problems. 

GAO comment 

Although EPA said that it could apply certain sanctions 
against extension areas missinq the 1987 deadline for attainment 
of the air quality standards, EPA said that it also was developinq 
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a policy to deal with post-1987 attainment problems and that it 
recognized the urgency for developing such a policy. We asked EPA 
to provide an update on the current status of any policies and/or 
directives for handling post-1987 nonattainment areas and to pro- 
vide the specific details. 

Subsequent information obtained from EPA 

EPA said that its "Guidance Document for Correction of Part D 
State Implementation Plans" contained current guidance for areas 
unable to project attainment by 1987. For areas with previously 
approved ozone plans, EPA said that it is assessing prospects for 
actual attainment given (1) the content of the state implementa- 
tion plans, (2) the state's progress in implementing adopted 
measures, and (3) recent emissions and air quality data. EPA also 
said that it is deliberating on how to proceed with respect to 
areas which, in advance, appeared that they would not attain by 
December 31, 1987. EPA has set up an internal work group called 
the ozone task force to develop options for the EPA Administrator 
to consider on a national post-1987 nonattainment area policy. 

We contacted an environmental engineer in EPA's Office of Air 
Quality Planning and Standards who serves as an advisor and tech- 
nical specialist to the ozone task force. This individual told us 
that his office is responsible for providing overall direction and 
coordination to the ozone task force which was established in 
March 1985. The task force, comprised of representatives from 
five headquarters offices and four regional offices, has three 
objectives: (1) formulate agency policy to deal with 1987 nonat- 
tainment areas for ozone, (2) ensure the development of nationally 
consistent ozone state implementation plans, and (3) review the 
schedule of current and projected EPA ozone control activities to 
ensure that products are delivered consistent with program needs. 
In addition, the task force is exploring how I/M programs need to 
be enhanced to facilitate ozone attainment.. 

According to EPA, a similar task force does not exist for 
carbon monoxide because ozone pollution is more of a concern at 
the present time. In addition, EPA believes that present controls 
for carbon monoxide are working. (As discussed on pp. 69 and 70, 
EPA's latest air quality and emissions trends report shows that 
carbon monoxide levels have continued to decline since 1975.) 
These controls include I/M programs, transportation control meas- 
ures, and anti-tampering programs, 

EPA's initial response projected that a number of areas 
would be classified as nonattainment for carbon monoxide and/or 
ozone after the 1987 deadline had passed. We obtained an updated 
projection from EPA as of February 1986. As of that date, EPA 
was projecting that 35 areas could be nonattainment for carbon 
monoxide and possibly as many as 47 areas nonattainment for 
ozone. The Director of EPA's Emission Control Technology 
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Division, in March 1986, told us that EPA's projections were rough 
estimates and were made primarily to indicate whether a major non- 
attainment problem could exist by the end of 1987. The Director 
said that the projections indicated that there will be a problem 
for EPA to deal with. He further said that the relatively large 
number of estimated nonattainment areas indicates that existing 
control programs like I/M were not producing benefits at the rate 
initially expected. 

GAO assessment 

With the additional information, we believe that the Subcom- 
mittee's question concerning options available to EPA has been 
satisfactorily addressed. One option available to EPA is the use 
of sanctions against extension states not in attainment by the end 
of 1987. However, by establishing the ozone task force, EPA is 
also exploring other options related to ozone nonattainment after 
1987. As of February 1986, EPA was still studying the alterna- 
tives which could be taken against extension areas not in attain- 
ment by the end of 1987. 
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SUBCOMMITTEE QUESTION 

3. The Subcommittee asked the following questions or requested 
information concerning EPA's handling of nonextension areas 
which may not achieve the ambient air quality standards for 
carbon monoxide and/or ozone by December 31, 1987: 

(a) The GAO report stated that as EPA identifies 
nonattainment areas of the nation that did not request 
a deadline extension (such as Indianapolis, Indiana), 
EPA could require them to implement an I/M program." 
Do you agree? 

(b) Provide a current list of such areas, 

(c) What is EPA planning (and when) regarding I/M for 
these areas. 

(d) What are the available alternatives? 

EPA response 

(a) EPA agreed that Section 110 of the Clean Air Act required 
states not receiving a deadline extension to adopt an I/M program 
for nonattainment areas if timely attainment (i.e., as expedi- 
tiously as practicable) was not possible without it. EPA indica- 
ted that it regarded I/M programs as reasonably available and 
practicable, and that the key question for an area was whether a 
package of measures (contained in the state implementation plan) 
which assured attainment, but did not include I/M, would bring 
about attainment as quickly as a package that included I/M, EPA 
said that it planned to review each applicable state implementa- 
tion plan on this basis to determine whether an I/M program was 
necessary, 

(b) EPA provided a table that identified 26 areas in 16 states 
that had been notified that their state implementation plans were 
inadequate. The table showed for each area the deadline for sub- 
mitting a revised state implementation plan to EPA and the speci- 
fic pollutant(s) impacted. 

(c) and (d) EPA said that requirements for areas that did not 
request an I/M deadline extension were contained in its December 
30, 1983 "Guidance Document for Correction of Part D State Imple- 
mentation Plans for Nonattainment Areas." This guidance points 
out that the requirement to implement an I/M program will be based 
on a determination of the area's ability to attain and maintain 
the national ambient air quality standards as expeditiously as 
practicable and to ensure that reasonable further progress is 
maintained. EPA expects that, at a minimum, some type of mobile 
source emission control program, 
program, anti-tampering, 

such as a change of ownership I/M 
or an anti-misfueling program, will be 
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needed in ozone and carbon monoxide nonattainment areas to attain 
the standards and to maintain reasonable further progress. This 
is particularly true due to the persistent problems of motor 
vehicle tamperinq and misfuelinq. 

GAO comment 

EPA has made it clear that T/M could be required for areas of 
the country that did not request a deadline extension and that 
will need I/M to attain applicable air quality standards by Decem- 
ber 31, 1987. Since EPA aqreed with the statement made in our 
report, we did not pursue this matter any further. 

EPA's response for question (b) identified those areas whose 
I/M programs had not met the December 1982 attainment standards 
as of March 27, 1985. We reviewed the documentation in our data 
base and confirmed that EPA had informed several of the states 
that their implementation plans were inadequate and that plan 
revisions were needed by a specified date. 

EPA's citation of its 1983 qurdance as the response to ques- 
tions (c) and (d) needed an elaboration. We asked EPA to comment 
on the specific actions the aqency will use against those areas 
which did not request an attainment deadline extension. We also 
wanted to know whether EPA had established any milestones for 
initiating these specific actions. 

Subsequent information obtained from EPA 

In its subsequent response to us, EPA again referred to the 
agency's December 1983 guidance containing its policy for areas 
not in attainment by 1982 and where no extension was qranted. 
However, EPA did provide more specific information about the 
actions and milestones it would pursue for these areas. 

EPA said that, as a first step, it would notify officials 
that their state implementation plans were inadequate and would 
establish deadlines by when new plans would have to be submitted 
to EPA. EPA advised us of 26 areas in 16 states that had already 
been notified that their state implementation plans were inade- 
quate and that new plans for all these areas were due at various 
times between February and October 1985. According to the EPA I/M 
project manager, EPA had not taken final actions on any of the 
newly submitted plans as of February 1986. 

EPA said that it presumes that T/M is necessary in many non- 
extension areas in order to show attainment by 1987, but that such 
areas could avoid I/M by demonstratinq equally expeditious attain- 
ment through other measures. EPA says that it would set mile- 
stones for nonextension areas on a case-by-case basis; however, as 
a general rule the time periods for implementing I/M for extension 
areas are assumed to also apply to nonextension areas. 
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EPA mentioned the following areas that either have or will be 
implementing I/M proqrams as part of their expanded state imple- 
mentation plans. Accordinq to EPA's I/M project manager, the 
areas made the determination that an I/M proaram was needed. EPA 
has yet to make its final decision that these areas need an I/M 
proqram. 

Table 1.2: Areas That Have Or Will Be 
Implementinq I/M Programs 

Baton Rouqe, LA 
Bakersfield, CA 
Dallas, TX 
Ft. Worth, TX 
Tulsa, OK 
Provo, UT 
Raleigh, NC 
El Paso, TX 
Oklahoma City, OK 
Nashua, NH 

September 1985 
January 1986 
January 1986 
January 1986 
January 1986 
July 1986 
November 1986 
January 1987 
January 1987 
September 1987 

GAO assessment 

We believe that the above information, supplemented by EPA's 
more specific follow-up response, explains what actions the aqency 
is planninq to take for those areas of the country that did not 
request an attainment deadline extension and thus by law were not 
automatically required to adopt I/M. Only after EPA completes its 
evaluation of state implementation plans for nonextension areas 
will it become clear as to how many total areas (extension and 
nonextension) will have to implement an I/M proqram to satisfy 
the requirements of the Clean Air Act. 
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SUBCOMMITTEE REQUEST 
I 

- 

4. Provide the details of EPA's Radian Corporation contract, 
including the term of the contract, the amount, the type, 
whether it was a subcontract (and if so, the identity of 
the prime contractor and the appropriate program office), 
and its purpose. 

c 

EPA response 

EPA said that Work Assignment No. 25 under EPA's level-of- 
effort Contract No. 68-02-3515 with Radian Corporation was signed 
on April 5, 1984, with a term of 6 months. The Office of Mobile 
Sources was responsible for this work assignment. The Office of 
Air Quality Planning and Standards was responsible for the overall 
Radian contract and a number of similar level-of-effort contracts 
with other companies. 

EPA said that Work Assignment No. 25 included tasks for 
audit support, compilation of high altitude performance adjust- 
ments, and investigations related to methanol photochemistry. The 
high altitude and methanol tasks were ultimately carried over to 
Work Assignment No. 11 of level-of-effort Contract No. 68-02-3889, 
because these tasks had been only partially completed during the 
term of the previous contract. Work Assignment No. 11 went into 
effect on October 1, 1984. 

GAO comment 

While EPA's response addressed Work Assignment No. 25 under 
the Radian contract, we asked for more detailed information on the 
terms and amount of the agreement with Radian Corporation. We 
asked EPA to elaborate on its response and to provide us a copy of 
any supporting documents. 

Subsequent information obtained from EPA 

EPA said that the fiscal year 1984 level-of-effort contract 
with Radian was negotiated and managed by the agency's Office of 
Air Quality Planning and Standards. EPA provided the statement of 
work, the work plan, and the products for Work Assignment No. 25 
with Radian Corporation. EPA also provided a copy of the basic 
contract. We reviewed the documents provided by EPA and our anal- 
ysis disclosed the following. 

Contract No. 68-02-3515 is a cost-plus-fixed fee contract 
effective July 18, 1980. The total contract amount is $1,079,808 
--$1,011,285 in estimated contract costs plus $67,715 in fixed 
fee. The contract was initially awarded to TRW Incorporated, but 
on November 4, 1983, Radian Corporation took over the contract. 
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Under the terms of the contract, Radian is to supply all 
necessary labor, material, services, equipment, and facilities re- 
quired for performance of each individual work assignment in eight 
different areas. One of the areas involved assisting in the de- 
velopment and analysis of I/M programs. Regarding I/M, efforts 
under the contract include developing (1) guidance materials in 
the areas of program scheduling, organization, costs, public rela- 
tions, data collection and handling, regulation, test procedures, 
quality control, enforcement, and program reporting, (2) automated 
programs, data collection systems, and data bases that facilitate 
analysis of the effectiveness of I/M programs, and (3) specific 
analyses of data collected in the various implementation and oper- 
ational stages of I/M, including development of state emission 
cutpoints. 

Work Assignment No. 25 under the basic contract called for 
Radian to perform three specific tasks: (1) provide audit support 
to the agency, (2) develop a high altitude adjustment manual, and 
(3) evaluate several methanol fuel photochemistry tests. EPA 
budgeted $92,000 for the work assignment--approximately $48,100 
for task 1, $12,400 for task 2, and $31,500 for task 3. The work 
assignment set out the general requirements for the contractor to 
meet (i.e., prepare work plans and cost schedules for completing 
each task; issue monthly progress reports on task segments and ac- 
complishments; and submit draft final reports on task results), 
and also identified specific products to complete the task. 

The work plan for task 1 called for Radian to review EPA's 
draft I/M audit procedures; prepare a pre-audit questionnaire; 
develop plans to test the draft audit procedures at eight I/M pro- 
grams; provide onsite support to EPA in conducting the audits; and 
assist in preparing final audit procedures. Final products re- 
quired at the completion of the task included: (1) a summary of 
recommendations on the draft audit procedures, (2) a task report 
containing the pre-audit questionnaire, (3) eight recommended 
audit plans for the I/M programs selected for the test audits, and 
(4) a final report on the I/M audit procedures and guidelines for 
incorporation into EPA's national air audit system. 

Documents we reviewed showed that Radian was scheduled to 
start work on task 1 in April 1984 and complete its effort in 
August t984. The EPA I/M project manager told us that Radian de- 
veloped some of the required products for task 1 of the work as- 
signment as agreed. The documents were developed prior to EPA's 
decision to re-direct the contractor's efforts from audit support 
into other assistance as discussed on pages 23 and 24. 

In October 1985, Radian submitted a cost schedule to EPA that 
showed that $43,000 was charged for providing audit support under 
task 1. The schedule showed that the contractor charged $25,000 
for auditing assistance and preparing detailed trip reports on the 
audits of four I/M programs visited and $18,000 for analyzing the 
results of I/M vehicle emissions testing programs in two states. 
The schedule also showed that Radian charged the agency $5,000 for 
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analyzing data handling in another state's I/M program, EPA did 
not consider this latter effort as contractor audit support. 

The work plan for task 2 called for Radian to collect infor- 
mation and produce a high altitude performance adjustment manual 
for use by I/M program personnel and mechanics in high altitude 
areas such as Colorado and Idaho. Radian published the final high 
altitude manual in September 1984. The contractor charged the 
aqency $12,000 for developinq the final product. 

The work plan for task 3 required that Radian review and 
determine the suitability of different chemical reaction mecha- 
nisms for photochemical modeling for methanol fuel. The work plan 
called for the contractor to provide EPA with a report on the rec- 
ommended model. EPA said in its initial response that the metha- 
nol task was carried over to Work Assiqnment No. 11 of level-of- 
effort Contract No. 68-02-3889 for completion. The work assiqn- 
ment started on October 1, 1984, and was completed with the 
issuance of the methanol photochemistry study in September 1985. 
The EPA I/M project manaqer confirmed this and provided the 1985 
methanol study Radian developed for task 3. 

GAO assessment 

We believe that the additional information EPA provided 
responds to the Subcommittee's request for details of EPA'S 
contractual agreement with Radian Corporation. 
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SUBCOMMITTEE QUESTION 

5. The Subcommittee asked the following questions concerning 
Radian Corporation's role in developing EPA's guidelines 
for auditing I/M programs: 

(a) To what extent did Radian Corporation develop 
guidelines for EPA to use when auditing state I/M 
programs? 

(b) Why was a contractor (Radian Corporation) rather than 
federal personnel used to develop EPA's guidelines 

I for auditing I/M programs? 

EPA response 

EPA said that the guidelines were developed and completed by 
EPA personnel, Radian's role in the audit guideline development 
was to (1) review and recommend additions or changes to EPA's 
proposed I/M audit procedure, (2) develop a pre-audit question- 
naire, (3) accompany EPA on pilot audits and to later analyze the 
results to determine how well EPA's procedures worked, and (4) 
provide onsite assistance in conducting pilot sticker surveys and 
emission testing. 

Radian accompanied EPA personnel on the first few pilot 
audits and provided comments on the procedures used. After that, 
EPA decided to restrict Radian's contribution to providing support 
for emission testing and redirected the remaining funds to other 
tasks under the work assignment. 

GAO comment 

EPA's response showed that Radian Corporation performed sev- 
eral tasks for EPA related to designing the I/M program audit 
guidelines. We asked EPA to further explain Radian Corporation's 
role in developing the I/M audit guidelines. 

Subsequent information obtained from EPA 

EPA said that the I/M audit guidelines were developed by per- 
sonnel in its Office of Mobile Sources. EPA said that Radian Cor- 
poration's role in developing the guidelines was strictly advisory 
and supportive to EPA's effort. 

As discussed under question no. 4 on pages 20 to 22, EPA is- 
sued Work Assignment No. 25 to Radian Corporation under an exist- 
ing level-of-effort contract during fiscal year 1984 to provide 
support in developing national I/M audit guidelines. EPA said 
that Radian was chosen because the company had experience with 
various EPA and state/local I/M projects. In particular, Radian 
had been involved in a recent data-gathering survey on the quality 
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assurance efforts of 13 operating I/M programs. Therefore, even 
though EPA had its own in-house expertise, the agency believed 
that Radian's assistance would allow the best possible guidance to 
be developed in the shortest time. 

EPA said that the process for developing the guidelines 
started with agency officials conducting eight pilot I/M audits 
during fiscal year 1984 and drawing on this experience as the 
basis for drafting the audit guidelines. EPA said that Radian's 
role in this process was to (1) review and recommend additions or 
changes to EPA's proposed I/M audit procedures, (2) help develop a 
pre-audit questionnaire, (3) accompany agency personnel on the 
eight pilot audits as an observer, and (4) provide onsite audit 
assistance in conducting pilot sticker surveys and emission test- 
ing. EPA said that Radian officials accompanied agency staff on 
the first four pilot audits and provided comments on the proce- 
dures used. However, after the initial four audits were conduct- 
ed, EPA determined that its in-house expertise was adequate to 
develop the guidelines. Consequently, EPA redirected Radian's ef- 
forts to other tasks in the work assignment. As part of this re- 
directed effort, Radian made suggestions for the pre-audit ques- 
tionnaire and conducted voluntary emission testing activities in 
New Jersey and Virginia to collect audit data. 

EPA said that the draft audit guidelines were submitted to 
two groups --the State and Territorial Air Pollution Pqogram Admin- 
istrators and the Association of Local Air Pollution Control Offi- 
cials--for review and comment. The revised guidelines were then 
distributed for review and comment to the full membership of both 
grows I state and local I/M agencies, and EPA regional offices. 
The guidelines were then finalized and issued in December 1984. 

We identified several documents in our data base which con- 
firmed that Radian Corporation provided supportive assistance to 
the agency in developing the I/M audit guidelines. Trip reports 
and related memorandums showed that Radian participated in the 
four pilot audits and submitted narrative comments and statistical 
information to EPA concerning the audit results. We also found 
memorandums prepared by EPA transmitting copies of the draft audit 
guidelines for review and comment. The transmittals stated that 
the guidelines had been developed by agency personnel. 

GAO assessment 

With the additional information, we believe that the Subcom- 
mittee's question on Radian Corporation's role in developing the 
I/M audit guidelines has been satisfactorily addressed and that 
EPA has sufficiently demonstrated that EPA personnel developed the 
guidelines to be followed when auditing I/M programs. 
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I SUBCOMMITTEE QUESTION I 

6. What is the status of EPA's guidelines to be followed 
during audits of state I/M programs? 

I I 

EPA response 

EPA said that the guidelines were published as chapter 6 of 
The National Air Audit System Guidance Manual for FY 1985 (EPA- 
450/2-84-008) in December 1984. 

GAO assessment 

We reviewed chapter 6 of the guidance manual and confirmed 
that the I/M audit guidelines had been published in December 
1984. The manual provides standardized criteria for EPA personnel 
to use when auditing various state air quality program activities, 
including the vehicle inspection and maintenance programs. 

We found that the guidelines provided EPA with a structure 
for evaluating I/M programs and addressed the I/M program activi- 
ties which EPA believed should be reviewed as part of every 
audit. These activities included, at a minimum, all design and 
operational aspects of the I/M program which affect the program's 
ability to meet legal requirements of the state implementation 
plan and the Clean Air Act. The guidelines provide that evalua- 
tion of actual program operations should include: determining 
whether vehicles subject to I/M inspections were being inspected, 
whether the inspections were complete and proper, and whether the 
inspection standards were adequate to identify vehicles not in 
compliance with the program requirements. The guidelines also 
addressed recognizable program economy and efficiency benefits as 
part of I/M audits. 

The guidelines discussed components in the audit process for 
evaluating I/M programs. Basic elements of the audit process 
included adequate preparation for visiting I/M programs selected 
for audit: conducting the audit visit: preparing the audit report 
and discussing audit results with state/local program officials: 
and initiating follow-up actions to correct deficiencies or sug- 
gest program improvements. The guidelines showed that I/M program 
evaluations should review inspection testing procedures and equip- 
ment specifications; emission cutpoints, waiver procedures, and 
vehicle coverage considerations; quality control procedures; and 
consumer assistance and protection items. 

During October 1985 we accompanied EPA auditors on their 
audit of the Salt Lake County I/M program to determine whether the 
auditors used the guidelines as part of the audit. We found that 
the auditors followed the guidelines in conducting the audit, de- 
termining audit findings, and presenting evaluation results to 
local I/M officials, The auditors reviewed the emission testing 
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activities at several stations pre-selected using the guidelines' 
criteria for evaluating decentralized I/M programs. The audit 
teams keyed their evaluation of the Salt Lake program operations 
on the major issues set out in the guidelines (i.e., vehicle 
waiver rates, station records, mechanic training and annual certi- 
fication, etc.). The guidelines call for exit briefings by the 
auditors to discuss the inspection results and corrective actions 
necessary to improve program performance. The auditors met with 
the Salt Lake program officials at the end of the audit and sum- 
marized the audit results. 

With the information EPA provided together with our analysis, 
we believe that the Subcommittee's question concerning the status 
of EPA's audit guidelines has been satisfactorily addressed. 
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SUBCOMMITTEE QUESTION 

7. Citing our report, the Subcommittee referred to a June 
1984 EPA paper entitled "Implementation Support for State 
and Local Inspection and Maintenance and Tampering/Fuel 
Switching Programs" which called for 15 full-time 
equivalents and $410,000 for contracts in fiscal year 
1986. The Subcommittee asked the following questions 
concerning contract awards and auditing positions for 
I/M program audits: 

(a) What are the full-time equivalents and contract funds 
for I/M program audits for fiscal years 1984 and 19851 

(b) What is the purpose of any contract money spent by EPA 
in fiscal years 1984, 1985, and 1986 for I/M program 
audits? 

(c) Provide the details of all contracts awarded in fiscal 
years 1984, 1985, and 1986 for the I/M program. 

-I- 

EPA response 

EPA said that three full-time equivalent positions were di- 
rectly allocated for audits for both fiscal years 1984 and 1985. 

EPA said that fiscal year 1984 contract funds amounting to 
$48,100 under a contract with Radian Corporation were budgeted for 
fiscal year 1984 audits. As indicated on pages 23 and 24, the 
contract covered four tasks on I/M program audit support: (1) re- 
viewing and recommending additions or changes to EPA's proposed 
I/M audit procedure, (2) developing a pre-audit questionnaire, (3) 
accompanying EPA on pilot audits and later analyzing the results 
to determine how well EPA's procedures worked, and (4) providing 
onsite assistance in conducting pilot sticker surveys and emission 
testing. 

According to EPA, the agency budgeted $105,000 in contract 
funds to support I/M program audit work in fiscal year 1985, but 
no awards had been made as of March 1985. (Subsequently, as shown 
below, EPA has spent a portion of the $105,000.) EPA's response 
did not address contract awards for I/M program audits for fiscal 
year 1986. 

GAO comment 

We found that EPA's response on I/M program audit contractor 
awards was incomplete. Although EPA provided some details on the 
contract award for fiscal year 1984, it did not provide any infor- 
mation on scheduled or planned contract awards for I/M program 
audits for fiscal years 1985 and 1986. Therefore, we asked EPA to 
provide this information, 
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Subsequent information obtained from EPA 

The EPA I/M project manager provided information on 15 work 
assignments approved during fiscal years 1984 and 1985 to support 
the I/M program, The work assignments were part of ongoing con- 
tracts previously awarded by EPA. According to EPA no new con- 
tracts were awarded in fiscal years 1984 and 1985. 

The project manager told us that the Radian Corporation work 
assignment approved in fiscal year 1984 was the only work assign- 
ment which helped EPA in doing I/M program audits. The project 
manager said that two work assignments, approved in fiscal year 
1985, with Colorado State University and with Engineering Science, 
were funded to support, but not actually perform, I/M audit work 
done by EPA. These two assignments accounted for approximately 
$63,500 of the $105,000 budgeted in fiscal year 1985 for I/M audit 
support. 

The project manager said that 12 other work assignments ap- 
proved during fiscal years 1984 and 1985 were related to other 
aspects of the I/M program and addressed the problems identified 
through the audit process. The 12 work assignments had a combined 
value of $772,324. 

The I/M project manager also provided information on EPA's 
I/M contract funding for fiscal years 1985 and 1986. A February 
28, 1985, memorandum by the director of the Office of Mobile 
Sources, the headquarters office responsible for managing a number 
of regulatory programs such as I/M, discussed the revised fiscal 
year 1985 contract allocations, including funds for the I/M pro- 
gram. The memorandum showed that Mobile Sources had allocated a 
total of $132,500--$120,000 for I/M audit support and $12,500 for 
developing an I/M methodology. The project manager told us that 
the I/M audit support allocation was reduced from $120,000 to 
$105,000. 

The October 28, 1985, memorandum by the Mobile Sources direc- 
tor on fiscal year 1986 interim budget allocations included a list 
of approved contract items for the new fiscal year. The list in- 
cluded $473,300 in contract funding for the I/M program--$60,000 
for f/M audit support, $131,600 for I/M data analysis, and 
$281,700 for I/M testing activities. The memorandum noted that, 
because the fiscal year 1986 federal budget had not yet been de- 
termined and the agency was operating under a continuing resolu- 
tion, agency expenditures through November 14, 1985, should be 
limited to those costs essential for operations. 

Regarding fiscal year 1986 contract awards for the I/M pro- 
9-m r we found that $805.69 of the $60,000 I/M audit support al- 
location had been authorized for use as of February 1986. The 
funds were used for an I/M workshop sponsored by EPA and held in 
Kansas City, Missouri, during November 1985. The balance of fis- 
cal year 1986 I/M contract funding has not yet been authorized. 
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The following sections provide details on the 15 work assign- 
ments for fiscal years 1984 and 1985. The narrative provides a 
summary on each work assignment, its value, purpose of the work 
assignment, and expected outcomes from the contractors to complete 
the assignments. Contract awards for fiscal year 1986 is not dis- 
cussed. As we previously stated, the EPA-sponsored workshop in 
Kansas City has been the only commitment of funds from the I/M 
contract funding allocation for fiscal year 1986. 

Radian Corporation work assiqnment 

Work Assignment No. 25 under Radian Corporation Contract No. 
68-02-3515 called for Radian to provide audit support to EPA. 
The audit support included reviewing EPA's draft I/M audit proce- 
dures; preparing a pre-audit questionnaire: developing plans to 
test the draft audit procedures at eight I/M programs; providing 
onsite support to EPA in conducting the audits; and assisting in 
preparing final audit procedures. Radian provided the audit sup- 
port and developed the required products under the work assignment 
as agreed before EPA redirected the contractor's assistance into 
another activity. Radian submitted a cost schedule to EPA which 
charged $43,000 as the cost for I/M audit support and related data 
analysis of I/M activities in two states. 

Colorado State University and Engineering 
Science work assiqnments 

EPA approved two assignments during fiscal year 1985 for con- 
tractor assistance for the I/M program. The two assignments ac- 
counted for $63,508 of the revised fiscal year 1985 I/M contract 
funding allocation of $105,000. 

On March 13, 1985, EPA authorized a $33,508 grant funding 
order under training grant T-901-500-1-3 with Colorado State Uni- 
versity. The grant funding order provided funds for the universi- 
ty to gather test data in assessing the degree of pretest repairs 
in decentralized I/M programs. The training grant with Colorado 
State University supports states that are implementing I/M pro- 
grams by developing and presenting training courses and technical 
materials. 

During April 1985, EPA authorized a 5-month, $30,000 project 
under Work Assignment No. 24 of Contract No. 68-02-3888 with 
Engineering Science. The work assignment addressed developing 
guidance for state and local agencies on how to effectively use 
covert surveillance in managing their decentralized I/M programs. 
EPA's I/M project manager said that the work assignment should be 
completed by April 1986 at the budgeted amount. 

I/M-related work assignments 
for fiscal year 1984 

We found that, for fiscal year 1984, EPA approved three work 
assignments related to I/M program activities. Each of the work 
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assignments has been completed. Information on the assignments is 
shown below. 

--EPA approved work Assignment No. 17 under Contract 
No. 68-03-3162 with Southwest Research Institute during 
December 1983. The work assiqnment was completed in Sep- 
tember 1984 at a cost of $26,433. The work assignment pro- 
vided for an assessment, throuqh various testing proce- 
dures, of the condition of automotive catalysts poisoned 
with known amounts of leaded fuel to determine evidence of 
poison accumulation, overheatinq, plugginq, thermal deteri- 
oration, and noble metal loss. 

--Two work assignments under Contract No. 68-03-1865 with 
Energy and Environmental Analysis, Incorporated, were ap- 
proved in April 1984. The assiqnments required 4 months 
for completion at a combined cost of $94,000. 

Work Assignment No. 4 involved the determination of 
patterns of in-use emission malperformance in model year 
1981 and later vehicles. Tasks involved (1) characterizing 
the patterns of in-use emission failures in the vehicles, 
(2) using this knowledge to analyze omission error rates 
(improperly passinq late-model vehicles that fail to meet 
the vehicles' certification standards in I/M tests), and 
(3) assessing the implications of the emission failure pat- 
terns for vehicle I/M prosrams. According to the EPA I/M 
project manaqer, as of February 1986 a draft report had 
been completed. However, he said that a final report may 
not be issued because all monies for the work assiqnment 
have been expended. 

Work Assignment No. 5 authorized continued analysis of 
data from several I/M programs concerning in-use emissions 
of model year 1980 and later vehicles. The assiqnment was 
completed and a final report issued in October 1984. The 
report contained statistical information for EPA's emission 
factor estimates, identified vehicles for recall investiqa- 
tions, and indicated potential problems for I/M programs. 

I/M-related work assignments 
for fiscal year 1985 

We found that, for fiscal year 1985, EPA approved nine work 
assignments related to I/M proqram activities. As of February 
1986, three work assiqnments were completed and the others are in 
various stages of completion. Following are the details on the 
work assignments. 

--EPA approved Work Assiqnment Nos. 1 and 2 under Contract 
No. 68-03-3222 with EG&G Automotive Research, Incorporated, 
in September 1985. The combined cost of the two work 
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assignments was estimated at $386,891. As of February 20, 
1986, the assignments were completed and EPA was in the 
process of evaluating the test data compiled by the con- 
tractor. Accordinq to the EPA I/M project manager, a draft 
report of the test results is expected to be issued in late 
March or early April 1986. The project manaqer said that 
the cost under the contract was $322,724 as of February 20, 
1986. The assignments provided information regardinq the 
effects of I/M programs on the emissions of 1982 and newer 
passenqer cars and the costs of repairs. 

--Work Assiqnment No. 11, which EPA approved in May 1985, 
was under Contract No. 68-03-3192 with Southwest Research 
Institute. The work assignment involved obtaininq and 
analyzing catalysts damaqed by lead poisoninq from in-use 
passenger vehicles and light trucks in the Houston, Texas, 
area. Houston was selected because of the required annual 
vehicle inspection for evidence of misfueling, The work 
assignment was estimated to take approximately 3 months to 
complete at a cost of $35,000. EPA's I/M pro]ect manager 
said that the work assignment was extended to September 
1986, and that $27,033 had been expended as of February 
1986. 

--A Work Assignment (Technical Directive #3) under 
Contract No. 68-03-3230 with Automotive Testing Laborato- 
ries provided for a study of the effects of continuous mis- 
fuelinq of catalyst equipped, fuel injected vehicles and an 
investigation of the improvements in catalyst efficiency 
when misfueled vehicles are consistently fueled with 
unleaded gasoline. This information will be used to 
evaluate potential emission reduction benefits of proqram 
strategies which discourage or prevent misfueling. EPA 
approved this assignment in February 1985, and the 
assignment was budgeted at $70,000. The I/M project 
manager said that as of February 20, 1986, the work 
assignment was progressinq as intended and should be 
completed by April 1986. 

--Work Assignment No. 7 of Contract No. 68-03-3244 with 
Jack Faucett Associates focused on the economic analysis of 
the emissions performance warranty for heavy-duty qasoline 
vehicles. Information from the work assignment will be 
used in developing proposed rules to implement the perform- 
ance warranty for 1987 and later-year vehicles. The as- 
signment was approved by EPA In June 1985 at an estimated 
cost of $25,000. The I/M project manaqer said that as of 
February 1986, the work assignment was progressing as in- 
tended and was wlthin the budqeted cost. He said that a 
draft report on the assignment should be finalized by the 
end of April 1986. 

--Four Work Assignments (Nos. 11 through 14) were approved 
under Contract No. 68-03-1865 with Energy and Environmental 
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Analysis, Incorporated. The four assignments required 2 to 
9 months for completion at a combined cost of $135,000. 
The Z/M project manager said that Assignment No. 12, which 
EPA had approved in December 1984, was finished and a final 
report vas issued on September 27, 1985. The other three 
ss6ignments vere progressing as intended and should be com- 
pleted by the end of September 1986. 

Work Assignment No. 11, approved by EPA in May 1985, 
was designed to develop detailed data on the failure rates 
by model year of vehicles in decentralized and centralized 
I/M prwrams. EPA believes that the data will be useful in 
establishing emission standards for achieving a particular 
failure rate and assessing the effectiveness of decentral- 
ised I/M programs. 

Work Assignment Wo. 12 provided for analyses of 
mileage accumulation rates for light-duty vehicles and 
trucks from several different operating I/M programs and 
the failure rates of different cutpoint scenarios. The 
results of the analyses will be used to check the mileage 
accumulation rates in EPA's fuel consumption model and to 
verify EPA’s analyses of failure rates in the Seattle and 
Arizona I/M programs. 

Work Assignment No. 13, which EPA approved in January 
1985, involved evaluating in-use emissions of 1980 and 
later vehicles using data from selected state I/H programs. 

Work Assignment No. 14, which EPA approved in May 
1985, involved developing a data analysis system for deter- 
mining reasons for lower vehicle failure rates in decen- 
tralized I/U programs. 

GAO assessment 

We believe that the additional information EPA provided on 
work assignments adequately addresses the Subcommittee's request 
for detailed information on EPA's contracts for I/M program audits 
for fiscal years 1984# 1985, and 1986. 
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I SUBCOMMITTEE REQUEST 

8. Provide a table showing for each state, the type and 
characteristics of each implemented and planned I/M L program, and indicate whether or not EPA approved them 
in approving the program. 

EPA response 

EPA provided an I/M program implementation summary showing 
the types and the design characteristics of implemented and plan- 
ned I/M programs. The summary contained information on the pro- 
gram start date, the type of program and whether a waiver or tam- 
pering check was used, the fee charged to test vehicles, the 
vehicles exempted from testing, and the cutpoints used to test 
different vehicles included in the program, 

EPA also provided a table showing those states with fully ap- 
proved I/M state implementation plans. EPA said that before 
granting plan approval, the agency requires the submittal of rules 
and regulations and all other I/M design elements which could af- 
fect the ability of the I/M program to achieve the minimum emis- 
sion reduction requirements. EPA is confident that every approved 
plan contains an I/M program design which, if implemented and 
properly operated, will achieve these reductions. 

GAO assessment 

EPA's response was complete. As a result, we believe that 
the detailed information provided by EPA satisfies the Subcommit- 
tee's request for information on the design and characteristics of 
implemented and planned I/M programs. 
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SUBCOMMITTEE REQUEST 

9. In a table show the problems EPA has identified to date 
with each implemented and planned I/M program and the 
program characteristics EPA believes need to be changed. 

EPA response 

EPA provided a table showing 11 operating I/M programs that 
the agency believed had serious problems based on the results of 
audit reports or correspondence. The problems included four 
areas * --waivers, quality assurance, enforcement, and failure rates. 

EPA said that identifying the 11 programs was not a final 
agency determination and that, in some cases, EPA had yet to re- 
ceive a response or rebuttal from the state and local officials 
involved with these programs. EPA said that the list is serving 
as a guide for further investigation and efforts by EPA staff, and 
that many of the states had already taken steps to resolve these 
problems so that a follow-up audit may confirm that the problem no 
longer exists. In addition, EPA said that there were minor prob- 
lems associated with consumer information and assistance in most 
programs; however, the agency believed that it only has an advi- 
sory role on such problems. 

GAO comment 

EPA's response provided a snapshot of 11 I/M programs that 
had serious problems as of March 1985, 
and expand on this information, 

In an attempt to update 
we interviewed EPA's I/M project 

manager and obtained EPA's National Air Audit System report for 
fiscal year 1985. This report contained the results of EPA's 
audits of 16 I/M programs through fiscal year 1985. 

Subsequent information obtained from EPA 

EPA's National Air Audit System report showed that: 

--All 16 programs had experienced problems with the 
quality of repairs necessitated because vehicles had not 
passed the I/M test. According to EPA, state and local 
agencies were providing minimal attention to this problem, 
and it appeared that vehicles were being adjusted to meet 
I/M cutpoints with a small margin of safety rather than 
being adjusted near manufacturer specifications. The re- 
sult is much lower emissions reductions being achieved than 
what would otherwise occur. 

--Thirteen programs needed to improve their management of 
program data. EPA found that I/M programs were not effec- 
tively using program data to monitor and take steps to im- 
prove program performance and performance of individual in- 
spection stations. 
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--Ten programs needed to improve quality assurance over 
the equipment which analyzed vehicle exhaust emissions. 
This problem was found in decentralized proqrams with manu- 
al analyzers and in some centralized government-run 
programs. 

--Nine proqrams had experienced lower than expected failure 
rates. Very low reported failure rates indicate inspection 
error or at least data-reportinq errors. These problems 
were prevalent rn most decentralized proqrams and in some 
centralized qovernment-run proqrams. 

--Five programs had enforcement problems. The rate of 
compliance amonq vehicle owners was less than 50 percent in 
some states, and this problem was usually characteristic of 
sticker-based enforcement proqrarns. 

--Four programs had excessive waiver rates for at least 
some vehicle cateqories. 

According to EPA, the results of audits completed in fiscal year 
1986 are showing similar results. 

EPA's I/M project manager told us that, because I/M programs 
are controversial and have encountered stiff resistance at the 
state/local level, EPA has been inclined to approve most proqram 
desiqns just for the sake of qetting I/M programs started. As 
pointed out in our January 1985 report, EPA's philosophy on I/M 
program desiqn has been to give states wide latitude to set their 
own parameters for an I/M proqram as lonq as on paper the program 
would achieve the agency's performance standard of a 25-percent 
emissions reduction by the end of 1987. We stated in that report 
our concern that this approach was resulting in states beinq al- 
lowed to use certain practices approved by EPA in the program 
design, but which were making I/M proqrams less effective than 
they otherwise would be. 

As part of its efforts to audit state I/M proqrams, EPA is 
encouraging states to modify their proqram designs, as necessary, 
to make the proqram as effective as possible, Also, EPA is start- 
ing to work with states to correct any major problems which would 
compromise EPA-approved state implementation plans. However, it 
is uncertain to what extent and how quickly states will make any 
necessary chanqes. The EPA project manaqer responsible for audit- 
ing state I/M programs told us in February 1986 that he was not 
pleased with the overall progress states had made in chanqing 
their programs to make them effective. The manager said that 
states were not always willing to cooperate with EPA on improving 
their programs. 

The project manaqer said that proqram enforcement was a major 
concern to EPA because of the high rate of noncompliance, particu- 
larly in proqrams using window stickers. In its audit of such 
programs, EPA found that the problems In sticker-based 
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EPA's I/M pro]ect manaqef ~LJI sT(:ti : Il#jt *;omo st-cstes usinq 
stickers have had serious enf cih I:J+GI?I~~ }I1 ~)I-;I+ms an<1 have had to 
change to a vehicle L-eyist.ratii?n sfst Cl];. Tl; 1 ci c>Ff~clal pointed 
out, however, that tne state; ot C~~?nrck.~(*ut) Massachusetts, and 
New York, which usp stickers, h;rt4c Lticfl atJli~ t~~ maicrl such programs 
work. The official said tndt i'S~r~lt$:c't 1C'ut 111.11 have iZn enforcement 
problem in early 1984 where da, tlc,t 1 irl.?ttxJ Z!O to 2 5 Lierrent of the 
vehicles were not complyiny WJ I !I L 'M ;j~~,rieam ~~qti~ I rments. Durinq 
EPA's audit of Connecticut’s 1 #‘M program In 1984, EPA found that 
the state had lnstltuted new enf ‘rrenlent Prcscaedures. The new pro- 
cedures retained the stickers, P,I[ iflvol 1ler1 the iise of roadside 
pullover teams made LIP of poll~+~ -r\:flc-ers and illspectors from the 
state Department of Motor Vehicl,hi 1~) irlellti fy clnd cute noncomply- 
ing vehicles. According to EPA'5 1 /M pro ]~ct manager, some states 
like Connecticut would have a dl fl I( rrlt t rme ~lzang~r~q ko a vehicle 
registration system bec:ause c7ek11 ,4tc-~; <.111 I tjntly have% to be reqis- 
tered once every 2 yearsr not at-i~-~ri 11 t y. 

GAO assessment 

With the atli31.t rona 1 I II~OY~.~I I %)II I tart' Ike I 1 PVC that the Subcom- 
mittee's request concerning t-he frr otrlems F:PA has identif led to 
date with I/M programs, and the LJtI~tlt OTII t+haraci-eristjrs EPA be- 
lieves need to he changed I i1d5 I~F+I) -*at I :,fa(*tor- I 1 y addressed. 

As indicated rn the respiJn:,r, I~~rwe~vt-r, a ntrmher of improve- 
ments are still needed to brlncl alt I/M pro(~rrlms up to an accept- 
able level of effectiveness. Rt-$l 11 ,ir nq enfol: cement problems, 
EPA's approval of T/M proqrams IJ.-,I~~<J wllrdow ~tlcker:; rather than 
link programs to annual vehicl? re-.t’~:Jlst:rations has led to the 
establishment of programs with w ~aknesses 1n comijliance. We be- 
lieve that when a state chooses ,j ::t ncker-base,3 system, EPA needs 
to determine if the state c7ould t-b’it s~inably be expected to imple- 
ment such a syst.em t?ffpctlvely. 



SUBCOMMITTEE QUESTION 

10. What was the percent emission reduction approved by EPA 
for each implemented and planned I/M program for the end 
of 1987 and for each year of the program? 

EPA response 

EPA said that each approved program was required to achieve 
minimum reductions of 25 percent for hydrocarbons (a main compo- 
nent of ozone) and/or 35 percent for carbon monoxide in light-duty 
vehicle exhaust emissions. Some I/M programs were designed to 
achieve higher reductions as a part of the state's overall attain- 
ment strategy. 

GAO assessment 

An EPA policy issued in July 1978 established the emissions 
reduction standard required of all I/M programs, The policy set 
as the standard a 25-percent reduction in vehicle exhaust emis- 
sions of hydrocarbons and a 25-percent reduction in emissions of 
carbon monoxide by December 31, 1987, compared to the projected 
emission levels without an I/M program. 

EPA determined that a 25-percent reduction in emissions 
represented reasonably available control technology as required 
under the Clean Air Act. EPA made this determination based on 
(1) the performance of the New Jersey I/M program, which was oper- 
ating when the amendments to the act were enacted and (2) an ex- 
pected I/M program implementation date by the states of December 
31, 1982. EPA used the New Jersey program because the program had 
not experienced any apparent technical or public acceptance prob- 
lems. EPA determined that a basic program designed along the 
lines of the operating program in New Jersey would produce a 250 
percent reduction in light-duty vehicle exhaust emissions by 
1987. The emission reduction requirement of 25 percent for carbon 
monoxide was later changed to 35 percent because EPA's revised 
mobile source models showed that such a reduction could be reason- 
ably achieved by an I/M program. 

In January 1985, we reported that, according to EPA I/M of- 
ficials, the December 31, 1982, deadline was important. Implemen- 
ting an I/M program on or before that date would have provided 
nonattainment areas the time necessary to gradually introduce a 
program to the public and to get state officials and/or private 
garages acquainted with the operations of the program. The offi- 
cials said that implementation by December 31, 1982, provided 
areas with sufficient time to reach the required emissions reduc- 
tion levels needed by December 31, 1987. EPA I/M officials said 
that the longer an area delayed implementing an I/M program after 
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December 31, 1982, the more stringent the program would have to be 
to achieve the necessary emissions reduction levels by the 1987 
deadline. 

With the additional information provided by our analysis, we 
believe that the Subcommittee's question on the percent emission 
reduction approved by EPA for I/M programs has been satisfactorily 
addressed. 
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SUBCOMMITTEE QUESTION 

11. What is the actual percent of emission reductions and 
the estimated shortfall in the percent of emission 
reductions for each implemented and planned I/M program 
for the end of 1987 and for each year of the program? 

EPA response 

EPA said that it did not require, nor does it calculate, 
year-by-year reduction targets for the I/M program and has not 
estimated actual reductions or shortfalls. 

GAO comment 

We asked EPA to elaborate on its response to the Subcommit- 
tee. We wanted EPA to comment on how it evaluated individual I/M 
program success rates without periodically determining the actual 
reductions in emission levels. We also asked EPA to discuss how 
it is able to evaluate individual I/M program success rates with- 
out measuring shortfalls between planned and actual emission re- 
duction levels. 

Subsequent information obtained from EPA 

EPA said that it was confident that the emission reductions 
predicted by EPA's mobile source models could be achieved as long 
as an I/M program was implemented and operated according to its 
design characteristics in the state implementation plan. There- 
fore, in evaluating an I/M program, the primary task facing EPA 
was to determine whether the program had been implemented and was 
being operated in accordance with its state implemention plan 
design. 

EPA believed that the main factors which may impact the emis- 
sion reductions from the program were (1) noncompliance (which 
would reduce inspection volumes), (2) failure rates (which, if too 
low, would indicate not enouqh vehicles would be obtaining repairs 
and benefiting from reduced emissions), (3) waiver rates (which, 
if high, would again reduce the number of vehicles being repair- 
ed), and (4) repair quality (which, if poor, would reduce the 
average emissions reduction per vehicle repaired). Other contri- 
buting factors to the quality of the proqram were analyzer quality 
control, compliance with procedural requirements for testing and 
record keepinq, and data analyses. EPA said that, in evaluating 
I/M programs, it considered each of these factors and others to 
assess overall effectiveness. 

EPA said that it was currently refining a methodology for 
estimating the emissions reduction shortfalls which were attribut- 
ed to noncompliance, low failure rates, waivers, and other I/M 
problems. Once fully developed, EPA planned to use this 
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methodology to assess the relative impact of identified problems 
and the associated priorities for resolving them. EPA intends to 
have this methodology in use by the end of fiscal year 1986. 

GAO assessment 

We agree with EPA that implementing a well designed I/M pro- 
gram should reduce emission levels. This assumes, however, that 
I/M programs are implemented according to their design and operate 
free of any defects such as excessive noncompliance or waiver 
usage l As discussed elsewhere in this briefing report, EPA has 
found serious operating problems with many I/M programs which com- 
promise the effectiveness of the initial program design. In our 
opinion, EPA's effort to develop a methodology for estimating the 
emissions reduction shortfalls caused by such serious problems is 
a step in the right direction. 

Given the lack of available data on the actual percent of 
emission reductions and the estimated shortfall for I/M programs, 
we believe that the Subcommittee's question has been addressed as 
well as can be at this time. 
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-------- _ -l---l^----_l-- .- -- -. -L----l^ll-- 

SIJRr’OMMTTTFt-: QUEST I ()N *. _-_ _- ” -_----..I----- - 

12. Citing our report, t.hrb Suhcommitte~~ referred to a 
January 17, 1984, E!)& m+mor anLl\m etrt J tied "Strategy for 
Achievinq Fraud i~w-l I rrfjr-T;'rce I/M i'rr)-Trams." In that 
memorandum, F, P A ‘,a I ~1 t 1141 I 13rac*s-a -4rj*l 1. I c: 0f- I/M programs 
were comp.leted arid ~~t~~hlc~ms were lO+rrtif:ied, it would 
encourage states to take voluntary c.r>l:rcctive actlon. 
If negotlatlons wlt!l the states dud rlct result In needed 
chanqes beinq magic= to the pL'nqrarn<;, /CPA said that it 
would reach jntr:l IVY "bay ot trl~ks"' t-t3 persuade, coerce, 
or force states t cl ml: rect any pr ohIc>ms of a serious 
nature. The Subcvmn 1 t tee asked + tl I c- question: How ~111 
EPA "coerce (jr frrLCCa” each stave t 1’ “<‘orrect its 
problems" if negvt Int 10n:i I al I? 

111 --I__ _ I” ” _ . I _ ..-. . .-_ _--_-___ 

EPA response 

EPA said that its authc,r 1 t-y and mectlarr 1 sms for effecting im- 
provements when problems wit-h I/M proclr am' have been identified is 
included in sectluns of t hP I’1Parl R1r F<‘I-. These sections provide 
for various means i?f el f?q:t3nq c:r)ll e-Ctlvc> nr:tions, Including re- 
vising state implement4 t I ‘3n pIr?n::, issuIt 1 new Implementation req- 
ulations, and inztlatlrre ;anr t 1'7119 ( 1 .C' . , r-onstruction moratori- 
ums, air pollution c’9t?I fL:I ‘1 r cllr ‘- I- 1,111C4 1 fJ’1 1 ImL?atlons, sewaqe 
treatment grants L-tsst 1 I r 1 t ijll:;, r-zt L*. ) ,30z1 1% :I- 1 /M proqrams. 

GAO comment 

EPA's resporlse prc>vidf?d the ,$uf)cornmlt tee with a list of the 
authorities and mechanisms (such i>s the application of sanctions) 
available to the aqenvy 11nder the Cledn Air Act to qet states to 
effect needed changes t(~ ~xistrng L/M pruutams. We revlewed the 
sections of the act EP/\ e*1Icd !jnd veblf ~f3ri l-hat the citations were 
correct. However, EPA dlrl nOt explain tJtlr\t Its policy was for 
using these author 1 t 1e.c: at~d me<-hanisrns ~n dealing with states 
whose I/M proqrams wer+% not i II compl i anvv and did not explain 
whether the agency was in fa(-l exerf*islncq that policy. Therefore, 
we asked EPA what spe~~1 fi- ~~71 i ("'Les ;>r~d,r)l directives it had 
established to dlrc>r?t c:t (7’~‘~‘ trr rnakd> rtl,~ll’t~~c: ~JL- c:orrect problems 
in I/M programs. 

Subsequent information obtained Lrom EPI4 -ll__L__ _-- -.. - _ _ _"_" 



implementation plan deficiencies were identified, EPA works 
cooperatively with state/local officials to ensure that these 
problems are addressed. When these problems are identified, they 
are added to EPA's internal manaqement accountability system, and 
EPA's regional offices are required to report quarterly on the 
progress made in resolvinq them. 

EPA said that ultimately, if serious problems cannot be re- 
solved throuqh negotiation, EPA can seek penalties under sections 
176(b) and 173(4) of the act for the states' failure to implement 
an approved state implementation plan. According to the EPA I/M 
project manager, EPA had used this specific penalty only once. 
The official said that by Federal Reqister notice dated January 
21, 1986, EPA had proposed sanctions against the state of Indiana 
because the state was not doing what was necessary to bring the 
I/M program's compliance rate up to acceptable levels. 

In January 1985 we reported that many states were having 
problems with T/M proqram quality control and enforcement, and 
that some states have opposed I/M proqrams at all stages of devel- 
opment and some have continued their opposition even after proqram 
implementation. On paqes 11 to 13, we further point out that a 
number of states contain areas without approved state implemen- 
tation plan revisions that were due in 1982, and that the poten- 
tial consequences of not submittinq a plan in a form approvable by 
EPA were sanctions. Thus far, EPA has used sanctions only 
sparinqly. 

GAO assessment 

We are concerned that states continue to experience serious 
and even I'critical" I/M program problems and that such problems 
continue to reappear. Information about state I/M proqram prob- 
lems is included in our discussion on paqes 48 and 62 to 64 in 
this briefing report. 

We believe that EPA's approach to cooperatively work with 
states to resolve serious deficiencies in I/M programs is a posi- 
tive step in getting states to negotiate proqram chanqes. The 
January 1984 EPA memorandum identified actions available to the 
agency to persuade states to chanqe their I/M programs. These 
actions included (1) providinq additional technical quidance to 
state program officials, (2) conductlnq periodic workshops on the 
guidance material, and (3) settinq aside or prlorltizing section 
105 funds for improvinq onqoinq T/Y proqrams, 

As pointed out by EPA, a major option available to the agency 
is the use of sanctions aqainst any state failinq to implement an 
approved I/M proqram. We understand EPA'S reluctance to use this 
authority except as a last resort. Rather than usinq sanctions, 
EPA has qiven states additional Lime to correct state implementa- 
tion plan deficiencies and demonstrate that the states were making 
reasonable proqress towards implementing the required proqram. 
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The result has been that I/M implementation was stretched out well 
past EPA's established deadline for full program implementation. 

With the additional information obtained from EPA, we believe 
that the Subcommittee's question on EPA actions to coerce or force 
states to correct I/M problems has been satisfactorily addressed. 
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SUBCOMMITTEE REQUEST 
-1 

13. Provide a copy of all letters, memorandums, and other 
documents in EPA files concerning I/M for the period 
January 1, 1984, to the present. 

EPA response 

EPA provided the requested documents as part of a separate 
transmittal to the Subcommittee. 

GAO comment 

On September 9, 1985, the Subcommittee staff provided us with 
three boxes of data EPA submitted to supplement its formal written 
response. We categorized the documents (e.g., by specific state 
and subject area), entered information from the documents into 
micro-computer records, and sorted the documents into files for 
use in confirming the completeness and accuracy of EPA's responses 
to the Subcommittee's questions. 

In evaluating EPA's responses and the Subcommittee's ques- 
tions, we found that our data base was incomplete. On November 
19, 1985, we asked EPA to provide additional narrative comments 
and supporting documentation. 

Subsequent information obtained from EPA 

After EPA responded on January 24, t986, we reviewed the ad- 
ditional information and found it to be satisfactory in evaluating 
EPA's responses. Overall, our data base provides information on 
the status of the I/M program from January 1984 to February 1986. 

GAO assessment 

We can not attest to the validity or completeness of the 
documentation provided by EPA on the I/M program without an in- 
depth review of the agency's files. We believe, however, that the 
documentation submitted by EPA represents data sufficient to eval- 
uate the current status of the I/M program and EPA's efforts to 
implement it. 
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SUBCOMMITTEE QTJESTXON 

14, The Subcommittee asked the following questions 
concerning EPA's audit of state I/M programs: 

(a) Explain why EPA deferred its audit of state I/M 
programs until fiscal years 1985 and 1986, 

(b) What I/M program audits has EPA made to date? 

(c) What audits of I/M programs does EPA have underway? 

(d) What is EPA's schedule for completing the remaining 
audits of state I/M programs? 

EPA response 

(a) EPA said that I/M program audits actually began in fiscal 
year 1984 when EPA audited eight I/M programs. 

EPA cited two reasons why it does not audit all I/n operating 
programs at once but instead waits until they have been operating 
more than 1 year. First, sufficient time must be given to the 
state or local administering agency to deal with the inevitable 
start-up problems and to form an established mode of operation. 
Second, an effective audit cannot be conducted until sufficient 
operating data (e.g., failure rates, waiver rates, slnd compliance 
rates) are available to enable the audit team to identify trends 
and pinpoint potential problem areas. 

(b) EPA said that eight I/M programs were audited in fiscal year 
1984--Arizona; Colorado; Connecticut; the District of Columbia; 
Massachusetts: New Jersey; Memphis, Tennessee; and Virginia. 

(c) EPA's audit schedule lists eight I/M programs to be audited 
in fiscal year 1985--Delaware, Georgia, Missouri, Nevada, New 
York, North Carolina, Oregon, and Texas. EPA said that audits of 
the Georgia, Nevada, and New York I/M programs had been perfotmti 
;;:5that the remaining five audits would be completed by Play 

. 

(d) EPA said that nine I/M programs were scheduled for audit 
during fiscal year 1986--California; Idaho; Indiana: Louisville, 
Kentucky; Maryland; Pennsylvania; Utah: Washington; and WiSCOn$in. 

GAO comment 

We found that EPA's responses for questions (a), (b), and Cc) 
were satisfactory. EPA explained that its audits of state X/fi 
programs had not been deferred until fiscal years 1985 and 1986. 
We were able to verify that EPA did complete its audits of the 
eight I/M programs in fiscal year 1984. Also, the EPA I/M PtOjeCt 
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manager advised us that all of the audits scheduled for fiscal 
year 1985 were completed by EPA, and that EPA was preparinq final 
write-ups of the audit results and would forward them to us when 
finished. 

EPA's response for question (d) did not provide any specific 
dates by when the audits scheduled for fiscal year 1986 were ex- 
pected to be completed. EPA also did not indicate which of these 
audits had actually been done. We asked EPA to provide this in- 
formation so that the Subcommittee would have a complete response 
to its question. 

Subsequent information obtained from EPA -- 

On January 26, 1986, EPA provided a list of the I/M proqrams 
which were audited or scheduled for audit during the July 1985- 
March 1986 period. We reviewed the information EPA provided. 
Table 1.3 shows the status of I/M proqram audits as of March 28, 
1986. 

Table 1.3: Siatus of I/M Proqram Audits 

Areaa 

Wisconsin 
Indiana 
Davis County, Utah 
Salt Lake County, Utah 
Maryland 
Nashville, Tennessee 
Cafifornla 
Louisville, Kentucky 
Seattle, Washington 
Boise, Idaho 
Pennsylvania 

Fiscal year 1986 audit schedule 
Scheduled date Status 

July 1985 
August 1985 
October 1985 
October 1985 
November 1985 
November 1985 
January 1986 
February 1986 
February 1986 
March 1986 
March 1986 

Completed 
Completed 
Completed 
Completed 
Completed 
Completed 
Completed 
Completed 
Completed 
Completed 
Completed 

aAudits in the states listed without any reference to 
localities include multiple urban areas. 

We were aware that several of the scheduled audits had been 
completed or were underway. In October 1985 we accompanied the 
EPA audit team on its audit of the Salt Lake County, Utah, I/M 
program. 

We asked whether EPA has determined an I/M audit schedule for 
fiscal year 1987. The I/M project manaqer said that this had not 
been done. However, he believes that one option is to audit every 
I/M program which has not been audited by September 1986 and which 
had been operating for 1 year. A likely candidate under this ap- 
proach would be the state of Michigan, which implemented its I/M 
program in January 1986 and would have had a year's operating 
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experience. The I/M project manager said that a second option for 
1987 is to schedule follow-up audits to previously audited 
programs. 

GAO assessment 

We believe the additional information obtained by EPA provid- 
es the Subcommittee with a complete response to its questions on 
EPA's audits of state I/M programs. 
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SUBCOMMITTEE QUESTION 
I 

I 15. What are the results of the I/M program audits made 
by EPA to date? 

EPA response 

EPA said that none of the reports had been finalized for the 
eight audits completed in fiscal year 1984 or the three audits 
completed through March 1985 in fiscal year 1985. However, EPA 
said that the draft audit reports that have been completed were 
included with other I/M documents the Subcommittee requested, 

GAO comment 

We asked EPA to update its response to the Subcommittee and 
to provide us copies of all final audit reports. We were parti- 
cularly interested in whether EPA was going to prepare and issue 
final reports for the initial audits of I/M programs completed 
during fiscal year 1984. 

Subsequent information obtained from EPA 

EPA furnished a copy of the I/M portions of the fiscal year 
1985 National Air Audit System report which summarized the find- 
ings of 16 audits completed during fiscal years 1984 and 1985. 
EPA said that in fiscal year 1986 through January 24, 1986, six 
additional I/M audits had been completed with similar findings. 

EPA said that the results of individual audits were discussed 
in the audit reports for each program. EPA provided copies of the 
final audit reports for Colorado, Delaware, Missouri, Nevada, New 
Jersey, New York, Oregon, Texas, and Virginia and the draft audit 
report for Arizona. According to EPA, the remaining fiscal year 
1984 and 1985 audit reports would be forwarded to us as soon as 
possible. 

We reviewed the documents submitted and found that as a re- 
sult of the audit process, EPA had identified a number of serious 
problems inherent in state I/M programs. 
(1) minimal quality of repairs, 

The problems included 
(2) ineffective management of pro- 

gram data, (3) lack of quality assurance in testing equipment, (4) 
low failure rates, (5) poor enforcement of vehicle testing, and 
(6) excessive waiver rates. A detailed discussion of the results 
of 16 audits completed by EPA through fiscal year 1985 is provided 
on pages 34 to 36. 

GAO assessment 

With the additional information obtained from EPA and our 
analysis, we believe that the Subcommittee’s question on the re- 
sults of I/M program audits has now been satisfactorily addressed. 
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SUBCOMMITTEE QUESTION 

t6. The Subcommittee asked the following questions 
concerning the use of contractors in I/M program 
audits: 

(a) Does EPA or a contractor perform the audits of 
State I/M proqrams for EPA? 

(b) If a contractor performs the audits of I/M programs 
for EPA, who is the contractor and why is that a 
proper contract function? 

EPA response 

EPA said that all of the audits were performed by EPA person- 
nel from headquarters and the regions and that this was a function 
performed solely by agency officials. The only contractor support 
was being supplied by Colorado State University. EPA said that 
university personnel performed roadside tampering and idle test 
surveys which supplemented the agency's review of actual program 
operation. EPA believed that this was a proper contract function 
because of the specialized nature of the effort and EPA's intsr- 
mittent need for support. EPA also said that university personnel 
were always accompanied by EPA staff and cognizant state or local 
law enforcement personnel. 

GAO assessment 

Our review of various EPA documents, particularly EPA's re- 
ports of completed audits, showed that agency personnel were doing 
the actual audit work, except for some initial assistance from the 
Radian Corporation. We also accompanied an EPA audit team in one 
instance and found that the team was comprised of representatives 
from various EPA headquarters offices (e.g., I/M and tampering 
groups) and from the specific regional office responsible for the 
state being audited. 

With the additional information, we believe that the Subcom- 
mittee's questions concerning who performs the audits of state I/M 
programs have been satisfactorily addressed. 
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SUBCOMMITTEE REQUEST 

17. The Subcommittee requested the following information 
concerning the fiscal year 1986 EPA budget and EPA's 
request for audit positions to support its I/M program 
audit activity: 

(a) Provide a copy of all EPA letters, memoranda, 
passbacks, and other documents regarding the fiscal 
year 1986 EPA budget, including all those from the 
Office of Nanagement and Budget. 

(b) Explain in greater detail why EPA did not request 
additional audit positions to support the audits of 
state I/M programs. 

EPA response 

EPA provided the requested documents as part of a separate 
transmittal to the Subcommittee. EPA said that the current audit 
schedule combined with the less formal monitoring which takes 
place on an ongoing basis was expected to identify where I/M pro- 
grams had serious operating problems and to effect correction of 
those problems in a timely manner. 

GAO assessment 

We reviewed the eight documents EPA provided to the Subcom- 
mittee which addressed EPA's fiscal year 1986 budget. The docu- 
ments included the agency's overall budget request submitted to 
the Office of Management and Budget; the budget briefing document 
and the fiscal year 1986 passback schedule for the agency's Office 
of Air and Radiation; and the budget proposals, initiatives, and 
program priorities for EPA's Office of Mobile Sources. These doc- 
uments provided information on program goals and objectives, indi- 
cated regulatory requirements for specific agency activities, and 
compared current program operations during fiscal year 1985 
against projected accomplishments for fiscal year 1986. 

An April 17, 1984, EPA memorandum, from an Office of Air and 
Radiation division director to the Office of Mobile Sources Direc- 
tor on fiscal year 1986 budget initiatives, showed that Mobile 
Sources would require 24 full-time equivalent positions and 
$930,000 in funding above the fiscal year 1985 resource levels to 
accomplish the office's proposed fiscal year 1986 activities. The 
activities included the continuation of Mobile Sources' I/M pro- 
gram audit schedule, follow-up visits to correct problems identi- 
fied in previous audits, and research on technical improvements 
for inspection and repair procedures. 
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Subsequent correspondence indicated, however, that the addi- 
tional resources requested by the Office of Mobile Sources were 
reduced through higher level agency review and budget priority 
decisions. A June 18, 1984, memorandum on fiscal year 1986 budget 
requirements presented to the EPA Assistant Administrator for the 
Office of Air and Radiation included a revised Mobile Sources pro- 
posal of 13 additional full-time positions and $728,000 in funding 
to conduct initial and follow-up audits of the estimated 31 I/M 
and 24 tampering/fuel switching programs nationwide. The Mobile 
Sources director stated in a June 29, 1984, memorandum to the EPA 
Assistant Administrator for Air and Radiation that the reduced 
staffing level would prevent his office from accomplishing the 
extent of I/M audit activities proposed in the initial budget re- 
quest. The June 1984 Mobile Sources fiscal year 1986 budget docu- 
ment concluded that current resources could accomplish the eight 
audits scheduled for fiscal year 1986, but were insufficient for 
an extensive audit and problem resolution follow-up program. 

EPA's fiscal year 1986 budget request submitted to the Office 
of Management and Budget on September 14, 1984, identified the 
resources requested by the Office of Air and Radiation for all of 
its operating offices, including the Office of Mobile Sources. 
This budget document included a request for 12.4 full-time equiva- 
lent positions and $670,000 in funding for state implementation 
plan development and review and for I/M program assessment 
audits. The request represented a $90,000 funding decrease (but 
no change in audit positions) compared against the previous fiscal 
year 1985 program budget. As discussed in our January 1985 re- 
port, it appears that EPA reduced its request for I/M program re- 
sources based on the agency's internal review of budgeting needs 
and determinations of program priorities, 

We believe that this additional information should satisfy 
the Subcommittee's requests for information on EPA's fiscal year 
1986 budget and on the agency's resources for auditing state I/M 
programs. 
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SUBCOMMITTEE REQUEST 

18. Identify all Mobile Sources programs with a higher 
priority, explain that priority, and state the full-time 
equivalent positions and contract funds requested and 
approved for those programs in fiscal years 1984, 1985, 
and 1986. 

EPA response 

EPA did not answer this question in its March 27 letter to 
the Subcommittee. 

GAO comment 

We reviewed EPA's March 27, 1985, response to the Subcommit- 
tee in its entirety and could not find any references to the pri- 
ority given by EPA to the I/M program. Consequently, we asked EPA 
to respond to the Subcommittee's original request and to provide 
narrative comments and/or supporting documents as appropriate. 

Subsequent information obtained from EPA 

EPA said that its Office of Mobile Sources does not set pri- 
orities among its programs and that resources are allocated among 
programs on the basis of relative need. I/M is one of a number of 
mandatory regulatory programs which are managed by Mobile 
Sources. These other programs include new vehicle/engine stand- 
ards setting and certification, assembly line auditing of produc- 
tion vehicles, the recall program, the imports program, regulation 
of fuels and fuel additives, enforcement of section 203(a) prohi- 
bitions, and the emission warranties program. 

Because all of these programs as well as I/M are mandatory 
programs, they all receive levels of baseline funding in the 
Mobile Sources budget. The nature of each of these Mobile Sources 
programs is different: consequently, the level of resources neces- 
sary for each is different. However, that is not to say that one 
or another has a higher priority because it receives a larger 
fraction of resources in the Office of Mobile Sources. EPA said 
that all of these programs have a high priority. 

GAO assessment 

With the additional information, we believe that the portion 
of the Subcommittee's question on programs within EPA having a 
higher priority than the I/M program has been addressed. Because 
EPA's response indicated that no mobile sources program has a 
higher priority than the I/M program, the rest of the Subcommit- 
tee's question, concerning full-time equivalent positions and con- 
tract funds from 1984 through 1986 for programs with higher prior- 
ity, is not applicable. 
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SUBCOHFlITTEE QUESTION 

19. If the full-time equivalent positions requested by EPA 
to support I/M program audits are not funded, what will 
be the impact on EPA's oversight of I/M programs? 

EPA response 

EPA did not answer this question in its March 27 letter to 
the Subcommittee. 

GAO comment 

In our January 1985 report on I/M, we pointed out that doing 
the audits of operating I/M programs by the end of fiscal year 
1986 was necessary for EPA to determine (1) the e%tent of state 
compliance with state implementation plan provisions for I/H and 
(2) whether existing programs need to change in any way to more 
effectively meet the 1987 goal for attainment. We were concerned 
that EPA may not be directing sufficient resources toward comple- 
tinq the audits in a timely manner and recommended that the EPA 
Administrator reassess the priority given to completing scheduled 
audits of state I/M programs. Further, we recommended that, if 
EPA was unable to complete the audits on schedule, the Administra- 
tor should immediately inform the Congress of the delay, the 
reason, and suggested solutions. 

In November 1984 the Acting Director of the Program Manage- 
ment Office, Office of Mobile Sources, advised US that the I/H 
staff's request for an increase in staff positions to support 
audit work had been excluded from EPA's final fiscal year 1986 
budget request forwarded to the Office of Management and Budget. 
According to EPA's I/M project manager, the additional resources 
were needed to complete follow-up audits and to complete initial 
audits of certain programs. Because of the importance of doinq 
the audits in a timely manner, we asked EPA to update this situa- 
tion for us and to provide a response to the Subcommittee's 
question. 

Subsequent information obtained from EPA 

EPA said that the request for additional full-time equiva- 
lents for I/M audits in fiscal year 1986 would have supported an 
accelerated a.udit program in whidh I/M programs would have been 
reviewed in a shorter cycle. EPA said that the full-time equiva- 
lent positions for fiscal years 1984 and 1985 for I/M audits were 
three for each year. As of January 26, 1986, the full-time equiv- 
alent level for I/M audits remained at three. Consequently, I/H 
audit activities were continuing at generally the same level as in 
the past two fiscal years, and the plans for the accelerated audit 
program had not been implemented, 
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In the accelerated audit proqram, EPA had not only planned to 
conduct more new audits, but also to re-audit areas audited in 
fiscal year 1984 to determine what proqress had been made on prob- 
lems identified in the original audits and to investiqate proqram 
aspects which could not be addressed in the pilot audits due to 
time and resource constraints. Under the accelerated audit pro- 
gram, EPA also planned to direct substantial effort to following 
up on problems identified in the audits to ensure timely resolu- 
tion and thus allow the I/M programs to make the greatest possible 
contribution to the goal of 1987 attainment. 

In addition to headquarters resources, personnel in each of 
EPA's 10 regional offices were assigned to monitor state/local I/M 
programs, This included providing technical assistance as neces- 
sary as well as collecting data on program operations. EPA's 
regional offices also provide additional resources for I/M audits 
as audits are conducted in each region. 

EPA said that the I/M oversight remains a high priority in 
EPA, and the Office of Mobile Sources is committed to providing 
the needed support to the regions for the scheduled fiscal year 
1986 I/M audits. EPA originally scheduled I/M audits in nine 
states (10 programs) in fiscal year 1986. Another audit (Tennes- 
see-Nashville) was added to the audit schedule, bringing the final 
fiscal year 1986 audit schedule to 11 programs in 10 states. As 
of March 28, 1986, the 11 program audits had been completed. 

The EPA I/M program manager said that he does not schedule 
follow-ups, but tries to work in as many as possible as time and 
resources allow. He said that follow-ups had been done for the 
District of Columbia (April 1985), Texas (August 1985), Connecti- 
cut and Colorado (September 1985), and Georgia (January 1986). 
Other I/M programs to be re-audited during fiscal year 1986 if 
time allows were Delaware, the District of Columbia (aqain), 
Massachusetts, and New York. 

An example of why a follow-up audit is needed is demonstrated 
by the I/M program in the District of Columbia. EPA audited this 
proqram in fiscal year 1984 and reported "critical" problems such 
as widespread noncompliance, gross disregard for procedural re- 
quirements, and gross failure to monitor program operation. EPA 
made specific recommendations to District officials and anticipat- 
ed that the corrective actions required would be made reasonably 
quick. EPA, however, did not know what specific changes the 
District actually made for its program. The EPA I/M project man- 
ager said that he did a brief follow-up of the District's program 
in April 1985 and found nothing had changed. The official said 
that he would like to re-audit the program sometime in the latter 
part of 1986 if the resources and time are available. The offi- 
cial said, however, that this may not be possible. 
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GAO assessment 

In our opinion, EPA's response does not sufficiently guaran- 
tee that all needed audits of I/M proqrams will be completed by 
the end of fiscal year 1986. We are concerned that EPA has not 
followed-up on its audit results for all programs in view of the 
fact that the initial audits of some I/M proqrams had identified 
serious problems that need to be monitored and corrected if the 
EPA objectives for the I/M program are to be achieved. 

EPA pointed out that 11 state I/M programs will be audited in 
fiscal year 1986 and that these audits would be completed by the 
end of the year. In our opinion, however, some of these programs 
could and should have been audited much earlier to give states 
sufficient time to correct the problems identified and help fa- 
cilitate attainment of the applicable air quality standards by the 
end of 1987. For example, the I/M program for the state of 
Washington officially began in January 1982 but was not scheduled 
for audit until fiscal year 1986. Other programs scheduled for 
audit in fiscal year 1986 include Louisville, Kentucky (started in 
January 1984) and Maryland (started in February 1984). Only time 
will tell whether these and other I/M program areas will be in at- 
tainment by December 31, 1987. 

The need for a continuing I/M audit program beyond fiscal 
year 1986 is important for several reasons. First, EPA is conti- 
nuing to require more areas of the country to implement I/M be- 
cause EPA has determined that some areas which did not attain the 
standards by December 31, 1982, need an I/M program to help reach 
attainment by December 31, 1987. Sooner or later these programs 
will need to be audited. Second, the Clean Air Act requires areas 
of the country not only to be in attainment by the end of 1987 but 
also to maintain the standards after that date. EPA, consequen- 
tly, could determine that all or most I/M programs will need to be 
continued after 1987, I/M program audits are an important aspect 
of EPA's continuing oversight of these programs. Third, once an 
initial I/M program audit has identified serious problems, it 
would seem that EPA should do some follow-up audit to ensure that 
needed changes have been made and that the program is operating 
effectively. 

With the additional information obtained from EPA coupled 
with our analyses and observations, we believe that the Subcommit- 
tee's question concerning the level of resources needed by EPA to 
adequately oversee the I/M program has been satisfactorily 
addressed. 
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SUBCOHHITTEE QUESTION 

20. Is Albuquerque still required to implement an I/M program 
in the face of the New Mexico Supreme Court ruling that 
the city has no authority to charge inspection fees? 

EPA response 

EPA's response showed that Albuquerque is still required to 
implement an I/M program. On March 29, 1984, Albuquerque's I/M 
program stopped because the New Mexico Supreme Court prohibited 
the city from collecting vehicle inspection fees, and the city de- 
cided not to continue its program without this revenue source. 
EPA said that on March 29, 1984, it informed the New Mexico Gover- 
nor that it would begin the process of withholding air quality and 
highway grant funds. 

GAO assessment 

We found two Federal Registfr notices in our data base of EPA 
documents concerning Albuquerque s I/H program. A Federal 
Register notice dated September 4, 1984, provided a chronology of 
events concerning the closing down of the I/M program, actions by 
local officials to restart the program, and EPA's decision to im- 
pose a construction ban and funding limitations against the city 
and state agencies responsible for operating Albuquerque's I/M 
program. 

A Federal Register notice dated March 4, 1985, provided more 
current information concerning the status of Albuquerque's I/M 
program. The notice indicated that EPA held a public hearing on 
December 4, 1984, to receive comments on EPA's proposal of sanc- 
tions against Albuquerque for failure to implement the agreed upon 
I/H program. The notice also indicated that officials from the 
city of Albuquerque and the state of New Mexico were of the 
opinion that they had devoted considerable effort to the 
re-establishment of an I/M program which would meet EPA's 
requirements. Other comments received did not support this view. 
Several commenters also indicated that the affected agencies and 
the state legislature probably would not take positive action 
until EPA imposed sanctions. 

The March 4, 1985 Federal R ter notice summarized EPA's 
judgment that program officials not made reasonable efforts to 
implement an I/M program and submit an approvable state implemen- 
tat ion plan. The notice indicated that, after reviewing recent 
activities related to re-establishment of the I/M program and ana- 
lyzing the comments and evidence received during the December 4 
hearing, EPA believed that formal 4ctions clearly demonstrating an 
intent to reestablish the I/M program had not been taken. EPA 
believed that sufficient time had elapsed since the closure of the 
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I/M program for responsible local agencies to complete formal 
stages related to developing the I/M program. Accordingly, EPA 
initiated the following sanctions: 

--An immediate moratorium on the construction and 
modification of major stationary sources of carbon monoxide 
in Bernalillo County. 

--Withholding of Clean Air Act funds from the city of 
Albuquerque/Bernalillo County Air Quality Control Board and 
the New Mexico Health and Environmental Department. 

--Limitation of federal highway funds for Bernalillo 
County. 

The Federal Register notice indicated that under the Clean 
Air Act, the imposition of the construction moratorium and the 
withholding of air grant funds and highway grant funds is automa- 
tic and mandatory whenever EPA makes the necessary determinations. 

We believe that the information EPA provided satisfactorily 
answers the Subcommittee's question regarding EPA's requirement 
that Albuquerque establish an I/M program. The Albuquerque situa- 
tion is also discussed in our assessments for questions 21, 22, 
and 23 on pages 58 to 64. 
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SUBCOMMITTEE QUESTION 

21. The Subcommittee asked the following questions 
concerning state or city actions regarding the 
Albuquerque I/M program: 

(a) What is required by the state or city to overcome 
the New Mexico Supreme Court's decision that 
Albuquerque has no authority to charge inspection fees? 

(b) What are the state and city doing to restart the 
Albuquerque I/M program if it is still required? 

EPA response 

EPA said that two bills --House Bill 128 and House Bill 129-- 
have been introduced in the New Mexico legislature. The first 
would authorize the program and provide for registration enforce- 
ment. The second would permit the city and county to use increas- 
ed local gas tax revenues for program funding. 

On February 6, 1985, the House Transportation Committee held 
the first hearing on these bills. The Committee unanimously pas- 
sed the bills on to the next committees. House Bill 128 went to 
the House Energy and Natural Resources Committee, while House Bill 
129 went to the House Taxation and Revenue Committee. 

GAO comment 

EPA's response provided only the status of the New Mexico 
legislature's efforts to restart the I/M program as of February 
1985. EPA's response did not address any actions the city of 
Albuquerque was planning to take independent of any state action. 

Because the Subcommittee's question concerning this specific 
program warranted more current and complete information, we con- 
tacted the Chief of the Albuquerque Air Quality Bureau and the 
Chief Engineer for Air Pollution of the Albuquerque Air Quality 
Bureau during December 1985 and February 1986. We obtained addi- 
tional information about (1) the status of both house bills men- 
tioned in EPA's response, (2) actions the state of New Mexico and 
city of Albuquerque took to overcome the New Mexico Supreme 
Court's decision that Albuquerque had no authority to collect in- 
spection fees, and (3) the status of the sanctions imposed on the 
state and city by EPA. 

Subsequent information obtained from Albuquerque officials 

The Albuquerque Air Quality Bureau officials said that the 
house committees passed the two bills in March 1985 with a refer- 
endum that will require a citizen vote before any I/M program can 
be implemented. The officials said that the major problem with 
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Albuquerque's I/M proqram was that the public and the state legis- 
lators did not want it. The officials said that the public has 
construed the bills as a tax issue and would probably refuse to 
vote for any I/M program. The referendum will be up for vote in 
January 1987. The officials said that, if the I/M program is 
voted down, it will be a year before the issue can be 
re-introduced on the ballot. 

The Albuquerque officials said that considerable efforts have 
been taken to develop an acceptable I/M program on the basis that 
such a proqram may still be required. The officials said that, 
while the I/M issue was being debated in the state legislature, 
the Albuquerque Air Quality Bureau had developed two alternatives 
for the program. One plan called for a centralized program run by 
the government, and the other plan called for a decentralized pro- 
gram with repair industry inspection stations monitored by state 
I/M officials. The officials said that an important question 
which remained unanswered was how the state and city could work 
toqether to administer the decentralized program if implemented. 
The officials also said that the plans being developed could be a 
wasted effort if the January 1987 referendum does not pass. 

The Albuquerque officials said that, independent of the pre- 
viously stated actions, the city of Albuquerque held a hearing on 
December 18, 1985, to discuss a proposed city council bill spon- 
sored by the mayor. The bill would require that, within 60 days 
of obtaining the annual vehicle re-registration, all spark igni- 
tion vehicles (except vintage vehicles) would by ordinance be re- 
quired to be adjusted to manufacturer's specifications. The 
adjustments made would affect vehicle timing, dwell, air fuel 
ratio, idle speed, and choke. The officials also said that, as of 
February 1986, EPA had reviewed the bill and had proposed to dis- 
approve it because it made no provisions for waivers or quality of 
repair work on failed vehicles, Also, accordinq to the officials, 
EPA offered the city suggestions to make the bill acceptable, but 
they were not aware of the actions the mayor would pursue. 

Finally, the officials said that EPA would limit air quality 
grant funds to the state and city beginning in fiscal year 1986. 
The state would be sanctioned $170,000 and the city $150,000. The 
officials said that the city perceived the sanctions as modest and 
not a major threat for implementing an I/M proqram. The officials 
said that the state sanction, on the other hand, was harmful be- 
cause the amount sanctioned was one-third of the state's air qual- 
ity budget. 

GAO assessment 

We believe that the additional information provided by the 
Albuquerque officials satisfies the Subcommittee's questions con- 
cerning this particular I/M program. Because prospects for 
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quickly restarting an I/M program for the city are remote, in 
spite of sanctions already applied, we are concerned that other 
states may be influenced either to not implement or not continue 
their I/M programs. 
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SUT3COMMITTEE QUESTION 

22. What is EPA doing in regard to the Albuquerque I/M program? 

EPA response 

On March 29, 1984, EPA informed the Governor of New Mexico 
that EPA was initiating the process to withhold air quality and 
highway grant funds. A Federal Register notice was published on 
September 4, 1984, proposing to disapprove New Mexico's state im- 
plementation plan and proposing funding limitations under Section 
176(a) of the Clean Air Act. A public hearing was held on Decem- 
ber 4, 1984. A final rule was signed on February 25, 1985. 

GAO comment 

In our opinion, EPA did not adequately explain its position 
on sanctions for the Albuquerque I/M program. Consequently, we 
asked EPA to clarify its response regarding this matter. 

Subsequent information obtained from EPA 

EPA said that it published a final rulemaking decision in a 
Federal Register notice on March 4, 1985, regarding the Albuquer- 
que program. The final rulemaking imposed the federal funding as- 
sistance limitations authorized by section 176(a) of the act and 
the construction moratorium authorized under section 110(a)(2)(I) 
of the act. These penalties took effect on April 3, 1985, and 
remained in effect as of March 1986. 

GAO assessment 

We believe EPA acted quickly and properly in responding to 
New Mexico's termination of its I/M program. We continue to be- 
lieve that EPA's aggressive use of sanctions is a proper agency 
action as provided for under the 1977 Clean Air Act amendments. 
With the additional information obtained from EPA, we believe that 
the Subcommittee's question regarding EPA's actions on the 
Albuquerque I/M program has been satisfactorily addressed. 
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SUBCOMMITTEE REQUEST 

23. Provide the current status of the Arizona, Colorado, 
Georgia, New York, and Virginia program problems, 
particularly the enforcement problems. 

I-u-Y------ -- -I 

EPA response 

EPA provided the following status as of March 1985 for the 
five I/M programs: 

--EPA's audit of the Arizona I/M program in fiscal year 
1984 revealed that the quality assurance program was excel- 
lent and the waiver rate was within acceptable levels. The 
audit found that the inclusion of a physical tampering in- 
spection in the program would greatly enhance its 
effectiveness. 

--EPA said that Colorado corrected its enforcement 
problem in 1984 when the state revised its statute govern- 
ing I/M to include authority to cite parked vehicles that 
did not display emissions compliance stickers and to return 
revenue generated by fines to the local jurisdiction. 
State surveys in April 1984 indicated a go-percent com- 
pliance rate, However, the EPA audit done in fiscal year 
1984 found other problems with quality assurance and waiver 
rates. 

--EPA informed the Georgia Department of Natural Resources 
that failure to remedy the noncompliance problem in Atlanta 
would result in the imposition of sanctions under the Clean 
Air Act. In February 1985 a bill providing for registra- 
tion enforcement and broader coverage of the program was 
introduced in the Georgia legislature. EPA said that the 
bill has passed the Georgia leqislature. 

--New York tightened its emission standards in 1984, and 
had committed to do so aqain in 1986, to achieve a 20- 
percent design strinqency. However, the state's reported 
failure rate continues to be lower than the program design 
stringency. New York officials conducted an investigation 
which showed unreported repairs as the cause for the short- 
fall. 

--Virginia's reported failure rate continued to be lower 
than expected, although the state tightened its cutpoints 
for certain model years in 1984. EPA requested additional 
records from the state to determine the cause of the 
problem. 
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GAO comment 

We contacted EPA's I/M project manager in February 1986 to 
obtain the updated status for the five I/M programs. 

Subsequent information obtained from EPA 

EPA provided the following updated status. 

--Arizona negotiated a new 5-year contract with Hamilton 
Test Systems, Incorporated, effective January 1, 1986. A 
provision in the new contract was that Hamilton would check 
for vehicle tampering on a limited basis and that any 
motorist found to have a tampered vehicle would need to re- 
pair the tampering before the vehicle could qualify for a 
waiver under the I/M program. 

--Colorado was identified as having quality assurance 
problems and waiving too many vehicles from receiving emis- 
sions tests. EPA's I/M project manager said that a bill is 
pending before the state legislature to require testing 
stations to use computer-controlled vehicle emissions ex- 
haust analyzers which should eliminate the concern EPA had 
with quality control. The official said that the state was 
addressing the waiver problem by requiring motorists with 
pre-1981 vehicles to pay up to $100 in repairs and motor- 
ists with 1981 and later model-year vehicles up to $300 
before being eligible for a testing waiver. 

--On April 1, 1986, Georgia is scheduled to begin providing 
for registration enforcement as a means for remedying the 
noncompliance problem in Atlanta. 

--Effective January 1, 1986, New York tightened its 
emission standards to achieve a 30-percent design strin- 
gency for pre-1980 vehicles. The stringency applicable to 
1981 and newer vehicles is 5 to 10 percent. 

--EPA's I/M project manager said that the additional 
data submitted by Virginia to EPA showed that low reported 
failure rates continue to be a problem. The EPA official 
said that, as of February 1986, EPA was deliberatinq on how 
to proceed in tryinq to pinpoint the causes for the low 
failure rates. 

In addition to the five programs above, EPA'S I/M project 
manager identified three other I/M programs as experiencing en- 
forcement problems--Connecticut, the District of Columbia, and 
Memphis, Tennessee. The EPA official said that each proqram im- 
plemented a sticker-based enforcement system, The official said 
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that Connecticut was taking steps to make enforcement more effec- 
tive by using roadside pullover teams to identify noncomplying 
vehicles. The official also said that both the District of 
Columbia and Memphis were changing from a sticker-based system to 
annual vehicle registration enforcement to remedy noncompliance 
problems. 

GAO assessment 

With the additional information, we believe that the Subcom- 
mittee's question concerning the status of program problems in the 
five states, particularly the enforcement problems, has been 
satisfactorily addressed. As EPA's data show, the five states 
either are taking or plan to take some action to mitigate the 
problems. However, enforcement problems are still surfacing in 
other I/M programs being audited, particularly in programs adop- 
ting sticker-based enforcement. 
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SUBCOMMITTEE REQUEST 

24. Explain the basis for the 25-percent failure rate 
criterion, why EPA believes it is a proper rate, and 
why EPA approved any program, like New York, with a 
lesser rate. 

EPA response 

EPA said that there is no 25-percent failure rate criterion 
for I/M programs. The criterion is that each program be designed 
such that a minimum reduction in light-duty vehicle exhaust emis- 
sions in the urban area is achieved by the end of 1987, This 
minimum reduction is often referred to as 25 percent for hydro- 
carbons and 35 percent for carbon monoxide. 

EPA developed its minimum emissions reduction requirements in 
1978 by using the design parameters of the New Jersey program that 
was operating with no apparent technical or public acceptance 
problems. EPA policy allows areas to vary the design parameters 
of the program as long as the reductions of 25 percent for hydro- 
carbons and 35 percent for carbon monoxide are achieved, The New 
Jersey program was operating at a failure rate of about 20 percent 
in order to achieve these reductions. EPA said that it is pos- 
sible in many cases for states to design programs with a lower 
failure rate by starting earlier than December 1982, or by expand- 
ing vehicle age, weight class, or geographic coverage, It should 
also be noted that 1981 and newer vehicles inherently fail I/M at 
rates below 20 percent, and currently quoted failure rates for all 
model years combined are depressed somewhat by this phenomenon. 

GAO assessment 

In January 1985 we reported that New York's I/M program was 
initially designed to achieve a lo-percent failure rate, or 
370,000 vehicles for 1982, its first year of operation. The over- 
all failure rate reported by the program for 1982 was 5.5 percent, 
which equated to 203,500 failures of the estimated annual inspect- 
ion at that time of 3.7 million vehicles. Beginning in January 
1986, New York tightened its program requirements to achieve a 
30-percent stringency for pre-1980 vehicles and 5 to 10 percent 
for newer vehicles. According to EPA's I/M project manager, the 
net effect of the change in New York would be an increase in the 
failure rate to about 25 percent. The official said that as fewer 
vehicles pass the I/M test and more get repaired, the emissions 
reductions needed to show attainment by 1987 would be realized. 

We believe that EPA's response addresses the Subcommittee's 
request concerning the basis for the failure rate criterion, why 
EPA believes it is a proper rate, and why EPA approves programs 
with initially low failure rates. 
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SUBCOMMITTEE QUESTION 

25. The Subcommittee asked the following questions 
regarding Denver's I/M program: 

(a) According to a November 13, 1984 Washinqton Post 
article, Denver recently instituted a "No DriveDay" 
program in response to "orders" from EPA that Denver 
"take strong action to curb carbon monoxide." 
Provide a copy of EPA's "orders" that Denver take 
strong action to curb carbon monoxide, as well as 
all letters, memoranda, notes, and other documents 
in EPA files concerning such orders and Denver's 
"No Drive Day" program. 

(b) What is the status of the program? 

(c) What is the effectiveness of this program? 

(d) What is the relationship of Denver's "No Drive Day" 
proqram to the I/M requirements for this area? 

- 

EPA response 

EPA provided the documents requested on Denver's "No Drive 
Day" program as part of a separate transmittal to the Subcommit- 
tee. This program was established to reduce carbon monoxide pol- 
lution in Denver on certain days when staqnant weather conditions 
cause an unhealthful buildup of carbon monoxide levels. EPA said 
that (1) the program was started on November 15, 1984, and the 
first phase was completed on January 15, 1985, (2) the agency's 
understanding was that Colorado was evaluating the program's 
impact and has not yet decided whether to repeat the program, and 
(3) the program had no relationship to the I/M requirement for 
Denver. 

GAO comment 

We reviewed the I/M file documents EPA submitted to the Sub- 
committee and identified 11 documents concerning Colorado's I/M 
program. The documents included EPA memorandums and state corre- 
spondence on the carbon monoxide levels in Denver's air quality 
measurements, a publication on Denver's ridesharinq project, and 
agency rulings on approving the implementation plans for Colo- 
rado's I/M program. None of the documents specifically addressed 
Denver's "No Drive Day" proqram. Therefore, we contacted the 
official responsible for Colorado's I/M program to determine the 
impetus for initiating the Denver "NO Drive Day" program and the 
current status of the program. 
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Subsequent information obtained from Colorado I/M official 

The Colorado Department of Health's Air Pollution Specialist 
told us that the Denver "No Drive Day" program was a voluntary 
activity implemented by Denver as part of the state implementation 
plan for the I/M program. The program was required by EPA as a 
measure to improve air quality within the metropolitan area, 

The Air Pollution Specialist said that as of December 16, 
1985, the state was still evaluating the effectiveness of the "No 
Drive Day" program. He said that state officials should determine 
the program's effectiveness by spring of 1986. 

He gave us a copy of "Colorado's Air Quality Report to the 
Public - 1985" issued by the Colorado Air Quality Control Commis- 
sion in October 1985 which provides information on the Denver "NO 
Drive Day" program. The report highlights different strategies 
used to improve air quality in the state, one of which involved 
the Better Air Campaign, referred to in the Washington Post as 
Denver's "No Drive Day" program. 

The report stated that the Better Air Campaign was the 
nation's first voluntary program of its size and scope to reduce 
carbon monoxide air pollution caused by gasoline powered vehi- 
cles. The goal of the Better Air Campaign was to reduce vehicle 
traffic on high pollution days-- the 12 to 15 days between November 
15 and January 15 when stagnant weather conditions cause an un- 
healthful build-up of carbon monoxide levels in the metropolitan 
Denver area-- by 5 percent during its first year, 8 percent its 
second year, 11 percent its third, and 15 percent by the end of 
1987. 

The initial season of the Better Air Campaign took place in 
the Denver metropolitan area between November 15, 1984, and 
January 15, 1985. The above report noted that the campaign's ini- 
tial season provided encouraging results. For example, the cam- 
paign achieved its major goal of a 5-percent reduction in daily 
traffic, or a daily savings of 1.4 million vehicle miles travel- 
led. Other achievements for the initial campaign were that (1) 96 
percent of motorists knew about the program, and 85 percent ap- 
proved of its implementation, (2) metropolitan area traffic de- 
creased 3 to 5 percent durinq the 2-month program period, (3) 
traffic in downtown Denver decreased from 5 to 8 percent during 
the same period, and (4) 27 percent of commuters and 50 percent of 
noncommuters reported that they participated in the campaiqn. 

The report noted that for the second year of the campaign, 
Denver program officials will emphasize reducing vehicular traffic 
in the metropolitan area by 8 percent from the current level. 
This action is consistent with the Better Air Campaign's onqoinq 
effort to reduce carbon monoxide levels in the metropolitan area 
and achieve federal air quality standards by December 31, 1987. 
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GAO assessment 

We believe that the additional information obtained from 
Colorado together with our analysis answers the Subcommittee's 
questions regarding the Denver "No Drive Day" program. 
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SUBCOMMITTEE QUESTION 

26. Does EPA have a more recent update of its 1983 report 
which showed that overall carbon monoxide levels were 
reduced by 26 percent and ozone levels by 14 percent 
nationally from 1975 through 1981? 

EPA response 

EPA said that the air quality trends report was being up- 
dated, and the updated reduction figures would be available in May 
1985. 

GAO comment 

We asked EPA to provide us a copy of its most recent air 
quality trends report. We were particularly interested in whether 
carbon monoxide and ozone levels nationwide had steadily improved 
and at what rates. 

Subsequent information.obtained from EPA 

EPA provided us with excerpts from the National Air Quality 
and Emissions Trends Report, 1983 which was released in April 
1985. 

We reviewed the excerpts provided by EPA to determine changes 
in the measurable levels of carbon monoxide and ozone for the 
1975-1983 period. The report focuses on long-term trends in six 
major pollutants and the impact on the ambient air quality. The 
analyses presented in the report were based on monitoring sites 
which recorded at least 7 of the 9 years of data for the period 
1975 to 1983. The report concluded that while the measurable 
levels of carbon monoxide had continued to decline, ozone levels 
had increased over the 1975-1983 period and continued to be a 
pervasive pollution problem. 

The report stated that the national 1975-83 composite average 
trend for carbon monoxide decreased by 33 percent between 1975 and 
1983. The median rate of improvement was approximately 5 percent 
per year. The estimated number of exceedances of the 8-hour 
national ambient air quality standard for carbon monoxide was re- 
duced by 87 percent between 1975 and 1983. Carbon monoxide emis- 
sions from transportation sources dropped 23 percent and showed a 
l-percent decrease between 1982 and 1983 even though vehicle miles 
of travel increased 4 percent during the same period. 

The report also discussed the long-term trends for ozone 
during the 1975-1983 period. The report stated that measurable 
levels of ozone fluctuated during the 1975-1979 period, increased 
by 1 percent between 1979 and 1983, and then sharply increased by 
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12 percent between 1982 and 1983. The trend in estimated exceed- 
antes for ozone-- basically the average number of days during the 
ozone season that the level of the ozone standard was exceeded-- 
increased 46 percent between 4982 and 1983. The shifting levels 
were impacted by changes within the atmospheric chemical and 
physical processes involved in the formation of ozone. 

GAO assessment 

With the additional information, we believe that the Subcom- 
mittee's question concerning a more recent update of the 1983 EPA 
report on air quality levels has been satisfactorily addressed. 

The air quality levels reported by EPA through 1983 have not 
benefited much from I/M programs because 16 I/M programs did not 
get started until the 1983-1984 time frame. For example, with 
respect to ozone, nine I/M programs established to control ozone 
were not started until 1984. These programs involved such major 
states as California, Pennsylvania, and Texas. 

In our opinion, a key question is whether the level of ozone 
pollution will decrease as I/M programs become more established. 
Likewise, it will be important to note whether carbon monoxide 
levels continue to decline sharply since the emissions reduction 
benefits from most I/M programs started in the 1983-1984 time 
frame should begin showing up in EPA's next national air quality 
trends report. The levels of ozone pollution, in our opinion, 
seem to indicate that some type of corrective measure, such as an 
I/M program, is needed as part of the overall strategy for dealing 
with areas having severe ozone pollution problems. 
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SUBCOMMITTEE QUESTION 

27. what is the projected benefit of I/M? 

EPA response 

EPA said that the projected benefit of I/M is generally ex- 
pressed as a percent reduction in passenger car exhaust emissions 
or in the mobile source inventory or in tons. The effect of I/M 
programs on ambient air quality levels will necessarily vary from 
site to site due to the relative contributions of mobile and sta- 
tionary sources and other variables. 

GAO comment 

We reported in January 1985 that data gathered from certain 
areas of the county showed I/M programs had reduced tailpipe emis- 
sions. At the same time we reported some studies had showed that 
the benefits of an I/M program may not be worth the costs some 
areas would incur for such a program. Because the issue of bene- 
fits is an important one to the program, we asked EPA to elaborate 
on its response to the Subcommittee and comment specifically on 
how EPA would determine measurable benefits from required I/M pro- 
grams (i.e., calculation of reduced vehicle exhaust emissions). 

Subsequent information obtained from EPA 

EPA said that it had conducted a limited number of testing 
projects to determine the benefits of I/M programs. The Portland 
study, referred to on pages 79 and 80 of this report, was the 
first such study of an operating program and documented I/M bene- 
fits for pre-computer emission control technology. The Washing- 
ton, D.C., and Maryland testing projects were conducted to docu- 
ment I/M benefits for later technology vehicles. In addition, the 
state of California is currently conducting a study covering both 
old and new vehicles. According to EPA, neither the other states 
nor EPA have undertaken any other studies directed at evaluating 
the effectiveness of individual I/M programs because of the cost 
of doing such studies. 

EPA said that it also used other sources of data to evaluate 
the effectiveness of I/M programs. One source of data was EPA's 
emission factor program in which EPA solicits privately owned 
vehicles for testing. A battery of emissions tests, including 
federal test procedures and various I/M tests, were run on these 
vehicles to collect data on in-use performance. 

EPA also collects data through its annual tampering survey 
which were useful in evaluating I/M programs. All vehicles 
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participatinq in the tamperinq survey undergo an I/M test. In 
some cases, tamperinq surveys have been expanded to collect extra 
idle emissions test data in I/M areas. Three expanded sites in 
fiscal year 1985 were Charlotte, North Carolina; Northern 
Virginia; and Lonq Island, New York. 

EPA said that each of these data-qathering activities provid- 
es some evidence on which to base estimates of I/M effectiveness. 
The Portland, D.C., and Maryland studies provided data on the 
actual emission reduction benefits of ongoinq I/M programs. The 
emission factor program data provided a continuing way to deter- 
mine whether current I/M procedures remained applicable to the new 
technoloqy vehicles which were introduced. The tamperinq survey 
data allowed EPA to compare tampering rates and idle emissions 
levels of vehicles among I/M and non-I/M areas. In I/M areas, 
this data can also be compared to data collected in the I/M 
program. 

Based on the latest data from these various sources, EPA con- 
tinues to believe that the projected benefits of I/M programs 
(35-percent reduction in light-duty vehicle emissions of carbon 
monoxide and 25-percent reduction in light-duty vehicle emissions 
of hydrocarbons) were attainable objectives for an I/M program 
that is properly managed and operated. Even higher reductions 
were available for programs with early implementation and/or 
strict design criteria. 

EPA's subsequent response outlined three testing projects un- 
dertaken by the agency to determine the benefits of I/M proqrams. 
We obtained documentation on these projects and found the 
following. 

EPA's Portland study was the agency's sole effort to deter- 
mine the benefits of I/M on older technoloqy (i.e., pre-1981 emis- 
sion control technology) vehicles. We discuss the methodoloqy 
used in this study on pages 79 and 80. The results from this 
study showed that vehicles failinq the Portland I/M test experien- 
ced a 47-percent reduction in carbon monoxide emissions following 
maintenance and a correspondinq 42-percent reduction in hydro- 
carbon emissions. Over the course of a year, hydrocarbon emis- 
sions deteriorated almost back to original levels, but about 40 
percent of the initial reduction in carbon monoxide emissions was 
still present at the end of the year. Thus, EPA concluded that 
benefits were derived from I/M over a full year. 

The effectiveness part of the Portland study involved 5,874 
tests qiven to vehicles during the period February 1977 through 
July 1979 under contract number 68-03-2513 with Hamilton Test 
Systems, Incorporated. The cost of the contract was $3,135,983. 
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In an attempt to document benefits for newer technology vehi- 
cles, EPA entered into contracts to test vehicles included in the 
I/M program for the District of Columbia and the state of Mary- 
land. The contractor used in both programs was the testing firm 
of EE&G Automotive Research. 

The testing under the District of Columbia I/M program was 
done under contract number 68-03-3202 during the spring and summer 
of 1984. This contract was entered into on September 29, 1983. 
The contractor completed testing on 61 light-duty vehicles--21 
were 1980 model-year vehicles and 40 were 1981 model-year vehi- 
cles. A comparison of the emission values during the initial I/M 
test against the values after the vehicles were commercially re- 
paired showed large reductions. For the 1981 model-year vehicles, 
hydrocarbon emissions were reduced 41 percent and carbon monoxide 
emissions 45 percent. For the 1980 model-year vehicles, hydro- 
carbons were reduced 25 percent and carbon monoxide 32 percent. 

As of February 1986 the Maryland testing project was complet- 
ed, and EPA was in the process of evaluating the test data compil- 
ed by the contractor. According to the EPA I/M project manager, a 
draft report of the test results was expected to be issued in late 
March or early April 1986. The official said that the cost under 
the contract was $322,724 through the end of February 1986. We 
reviewed the work assignments under this contract and found that 
the objective was to investigate the effects of I/M programs on 
the emissions of 1981 and newer passenger cars and the costs of 
repairs. 

GAO assessment 

With the additional information, we believe that the Subcom- 
mittee's question concerning the projected benefit of I/M programs 
has been satisfactorily addressed. 
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SUBCOMMITTEE QUESTION 

28. What areas do you now project cannot gain attainment by 
1987 without implementing an I/M program? 

, 

EPA response 

EPA said that those areas granted an extension were required 
to establish I/M programs. Consequently, reliable analyses of 
1987 attainment for these areas without I/M were generally not 
made. For those areas which continued to be in nonattainment be- 
yond 1982, but which had not requested an extension in 1979, the 
question was whether a package of measures contained in the state 
implementation plan, but not including I/M, would bring about at- 
tainment as quickly as a package which included T/M, This deter- 
mination will be made upon submittal of state implementation plan 
revisions due in 1985. 

GAO assessment 

EPA's response did not adequately answer the question about 
which areas of the country will need to implement an I/M program 
to be in attainment by 1987. However, EPA provided data in re- 
sponse to other Subcommittee questions which addressed this is- 
sue. For question 1 on pages 11 to 13, EPA identified 44 areas in 
28 states and the District of Columbia which obtained a deadline 
extension and needed to implement I/M to reach attainment. As of 
January 1986, EPA had approved demonstrations of attainment by 
1987 for all but 12 areas. 

As discussed in question 3 on pages 17 to 19, EPA is in the 
process of determining which nonextension areas will need to im- 
plement an I/M program to gain attainment by 1987. As of March 
1985, EPA had identified 26 areas in 16 states with inadequate 
state implementation plans to show attainment of clean air stand- 
ards by 1987. Conceivably, all these areas, plus others as they 
are identified, may need to implement I/M. 

Based on the above, we believe that the Subcommittee's ques- 
tion concerning which areas of the country will need to implement 
I/M to be in attainment by 1987 has been addressed as the best it 
can be, given the information available. 
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SUBCOMMITTEE QUESTION 

29. Without imposing greater costs on consumers, how do EPA 
and the states resolve the problem of increasing the 
vehicle failure rates in I/M programs when EPA 
simultaneously allows programs to set repair cost limits 
or waive certain vehicles from being tested? 

EPA response 

EPA said that it was only concerned with vehicle failure 
rates when a state program was reporting a rate much lower than 
would be expected given the data available on the performance of 
typical in-use vehicles. EPA expressed concern that some vehicles 
were avoiding inspection entirely, or that certificates of com- 
pliance were being issued to failed vehicles without the necessary 
repairs being performed. 

Given that the average repair cost reported from operating 
programs with no waivers for pre-1981 model year vehicles was $17 
to $30, EPA believes that older vehicles could be repaired within 
a $50 or $75 cost-waiver limit if repairs were efficient and limi- 
ted to parts truly in need of replacement or adjustment. The 
waiver was designed to avoid imposing high repair costs on the 
owners of vehicles that needed major engine maintenance to pass 
the short test cutpoints. Since these vehicles would fail the 
most lenient of cutpoints, EPA concluded that increasing the 
stringency of the test should not correspondingly increase the 
number of legitimate waiver candidates. 

GAO assessment 

EPA's response adequately addresses pre-1981 model-year vehi- 
cles, but does not address newer technology vehicles. In the up- 
coming years, 1981 and later model-year vehicles will become an 
increasingly major component of the vehicles subjected to I/M 
testing. In January 1985 we reported that EPA tests showed that 
most newer vehicles would pass an I/M test; however, such vehicles 
when they do malfunction produce carbon monoxide emissions 20 or 
more times greater than the standards allow and hydrocarbon emis- 
sions 10 times greater. 

Since newer cars are more sophisticated, they will generally 
cost more to repair than older vehicles. A contracted study done 
for EPA on 1980 and 1981 model-year vehicles found that the aver- 
age repair bill was about $95 for both model years. The study 
found that major carburetor repairs were among the most expensive 
repairs, often costing over $200. The study further found that 
the cost of tune-ups were between $50 to $100, and that the tune- 
ups were often done after carburetor repair work, further boosting 
repair costs. 
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EPA said that it believes older vehicles could be repaired 
within a $50 or $75 cost-waiver limit--the limits many I/M pro- 
grams use before a vehicle can qualify for a waiver excluding it 
from further testing, or at least from having all necessary re- 
pairs made. If the current limits remain in effect, there could 
be a significant number of new vehicles waived out of I/M 
programs. 

With the additional information, we believe that the Subcom- 
mittee's question on how EPA and the states resolve the problem of 
increasing the vehicle failure rates in I/M proqrams--when EPA 
simultaneously allows programs to set repair cost limits or waive 
certain vehicles from being tested-- has been satisfactorily 
addressed. 
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SUBCOMMITTEE QUESTION 

30. The Subcommittee referred to our report, which stated 
that a 1982 report of a study of 22 vehicles showed that 
1981 and later model-year vehicles, "when they do 
malfunction" produce carbon monoxide emissions 20 or more 
times greater than the standards allow and hydrocarbon 
emissions 10 times greater. The report states that a 
"small percentage" of such malfunctions "could greatly 
increase fleet average emission levels." The Subcommittee 
asked the following concerning vehicle malfunction and 
the results of the 22-vehicle study: 

(a) Does the term "malfunction" cover misfuelinq or 
tampering? 

(b) Is a 22-car test sound statistically? 

(c) What is the effect on emissions of older vehicles that 
"malfunction"? 

(d) What percentage of the vehicles of the 1980's can be 
expected to malfunction? 

(e) Do such malfunctions in later models affect 
performance? 

(f) Does EPA assume that such malfunctions will not be 
corrected quickly? 

EPA response 

(a) EPA said that the malfunctions introduced in the 22 vehicles 
studied did not include misfueling or catalyst removal, but did 
include some other forms of tampering (e.g., disconnection of the 
oxygen sensor). 

(b) EPA said that a 22-car sample would not have been statisti- 
cally valid for estimating the percentage of 1981 and later vehi- 
cles that would exhibit malfunctions. However, it was sufficient 
for estimating the range of emission increases due to various mal- 
functions, since it included most of the emission control configu- 
rations found in cars today. EPA said that the sample also pro- 
vided useful information on the ability of I/M tests to identify 
vehicles with these particular malfunctions. 

(c) EPA did not answer this question in its March 27 letter to 
the Subcommittee. 
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(d) and (f) EPA said that it uses a data base containing 1,565 
vehicles drawn from four model years, four different certification 
standards, 16 different manufacturers, and six different (major) 
types of emission control technology for estimating the occurrence 
of malfunction. EPA further said that, in this sample of 1,565 
vehicles, 15 percent of the vehicles were emitting at 2 to 5 times 
the standard for at least one pollutant, 4 percent were emitting 
at 5 to 10 times the standard, and 2 percent were emitting at 10 
or more times the standard. 

EPA said that since the vehicles in the 1,565-car data base 
were obtained from owners who were satisfied with their perform- 
ance enough to continue driving them, EPA assumed that a similar 
percentage of "malfunctioning" vehicles was operating uncorrected 
on the road. 

(d EPA said that some types of malfunction would negatively af- 
fect vehicle performance while some others would not. 

GAO comment 

We believe that EPA's responses for questions (a), (b), (e), 
and (f) were complete and satisfactory. However, we found that 
additional information was needed to fully discuss the effect of 
emissions on older vehicles that "malfunction," and to identify 
the percentage of vehicles of the 1980's that can be expected to 
malfunction. We agree with the Subcommittee that an important 
aspect of the I/M issue is to have some idea of the level of emis- 
sions produced by older vehicles that malfunction while on the 
road. We asked EPA to respond to question (c) and to provide 
copies of any data supporting its response. 

We believe that it is equally important to know EPA's esti- 
mate of the total percentage of 1981 and later model-year vehicles 
that are likely to malfunction and exceed air quality standards. 
In its initial response to the Subcommittee, EPA said that 21 per- 
cent of the vehicles in its 1,565-vehicle sample emitted at two or 
more times federal standards. We asked EPA to include in its 
clarification of its response to question (d), a discussion of 
whether its data base of 1,565 vehicles could be used to indicate 
the percentage of 1981 and later model-year vehicles that might 
malfunction. 

Subsequent information obtained from EPA 

According to EPA, "malfunction" is a general term covering, 
for a single vehicle, a wide range of possibilities, each with its 
own effect on emissions. When the variety of vehicle and emission 
control system types is considered, the range of possible emission 
effects is very broad. Hence, the effects of malfunctions can 
only be described in terms of averages. 
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EPA said that one possible definition of "malfunction" was to 
define all vehicles emitting above federal standards as "mal- 
functioning." EPA considers those vehicles emittinq at twice or 
more their standards to have serious malfunctions and those emit- 
ting at one to two times the standards to have minor 
malfunctions. The former is the qroup of vehicles that are the 
primary target of an I/M program. 

In the late 1970’s, EPA conducted a series of testinq proj- 
ects generally known as "the Portland study." The data from the 
Portland study showed that older (i.e., pre-1961 emission control 
technology) vehicles which failed I/M tests had average emissions 
two or three times their respective federal standards for hydro- 
carbons and carbon monoxide. After undergoing I/M repairs, the 
emissions from failing vehicles decreased by 43 percent and 49 
percent for hydrocarbons and carbon monoxide, respectively. 

Based on the definitions stated above, EPA's sample of 1,565 
vehicles indicates that 21 percent of the 1981 and newer vehicles 
have serious malfunctions. Another 35 percent of these vehicles 
could be described as having minor malfunctions. 

A June 1982 report provided by EPA explained the methodology 
used in the Portland study. The report showed that one of the 
study's objectives was to study the emission reduction effective- 
ness of Portland's operating vehicle I/M program and the deterio- 
ration of emissions over a l-year period on vehicles subjected to 
an I/M test. The results of this phase of the Portland study 
under the original contract were based on a total of 3,924 emis- 
sion test sequences conducted from September 1977 through April 
1982. 

The effectiveness portion of the Portland study was desiqned 
to test the effectiveness of repairs due to I/M over a year's 
time. Two groups of vehicles were used. One, composed of Port- 
land vehicles, underwent maintenance if they failed the initial 
I/M test. The second, composed of cars from Eugene, Oregon (which 
did not have I/M) acted as a control and did not underqo mainten- 
ance. The vehicles were then tested at quarterly intervals for 
the remainder of the year. The two groups were further divided by 
technology level: pre-catalyst (1972-74 model years) and catalyst 
(?975-77). 

Results from this part of the study showed that emission re- 
ductions immediately following maintenance were substantial, and 
that benefits accrued over a year's time were also large, even 
after deterioration. The 1975-77 failed (Portland) vehicles ex- 
perienced a 47-percent reduction in carbon monoxide emissions fol- 
lowing maintenance and a corresponding 42-percent reduction in 
hydrocarbon emissions. Over the course of a year, hydrocarbon 
emissions deteriorated almost back to original levels, but about 
40 percent of the initial reduction in carbon monoxide emissions 

79 



was still present at the end of the year. Thus, benefits were 
derived from I/M over a full year. Total carbon monoxide emis- 
sions over the year were 36 percent lower for 1975-77 Portland 
cars than they were in Eugene (the non-I/M case). Hydrocarbon 
emissions were 20 percent lower. 

GAO assessment 

with the additional information, we believe that the Subcom- 
mittee's questions on the effects on emissions of older vehicles 
that malfunction and the percentage of 1980's vehicles expected to 
malfunction have been satisfactorily addressed. Based on EPA's 
data and using its definition that any vehicle emitting above 
federal standards constitutes a vehicle malfunction, anywhere from 
just under 21 percent to nearly 56 percent of vehicles of the 
1980's might malfunction. Of more importanoe perhaps is that, 
using EPA's definition of serious malfunction, about 21 percent of 
late model-year vehicles could be expected to exceed federal 
standards by two or more times the standard. This data, in our 
opinion, supports the need for some type of vehicle emissions pro- 
gram, like an I/M program, to control emissions from 1981 and 
later model-year vehicles. 
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SUBCOMMITTEE QUESTION 

31. The Subcommittee referred to our report, which stated 
that althouqh indications that the air in many portions 
of the country may be qetting cleaner without I/M programs 
are encouraqing, additional data, particularly on the 
impact of new vehicle technology, are needed to determine 
if the trends can continue in the I/M's absence. Only 
after more data on air quality trends and the impact of 
new vehicle technology are qathered by EPA can the future 
direction of I/M programs be known. The Subcommittee 
asked this question: What is EPA doinq to gather and 
evaluate such data? 

-- --------- 

EPA response 

EPA said that the agency and the states maintain a network of 
air quality monitors, collecting data that can be used to evaluate 
air quality trends, EPA conducts emission factor testing programs 
to assess the in-use performance of current vehicle technology, 
and also uses data from operating I/M programs to follow the pat- 
terns of I/M failure rates among various manufacturers and emis- 
sion control technology types and to investigate how failure rates 
are affected by vehicle age or mileage. EPA said that it is test- 
ing vehicles that fail the I/M test in Maryland and the District 
of Columbia before and after repair to evaluate the I/M benefit 
for current technology vehicles. EPA also said that it observes 
the results of similar testing by state air aqencies, particularly 
the California Air Resources Board and the Colorado Department of 
Health. 

GAO assessment 

We believe that EPA's response satisfactorily addresses the 
Subcommittee’s question concerning what EPA is doing to gather and 
evaluate data on air quality trends and the impact of new tech- 
nology vehicles. In addition, EPA, in response to question 26 on 
pages 69 and 70, provided updated information on air quality 
trends which showed that ozone pollution has gotten worse in the 
1982-1983 time period and that carbon monoxide had qotten better 
in the same period. Further, in response to question 27 on pages 
71 to 73, EPA provided details of its testing projects in the 
District of Columbia and the state of Maryland. Briefly, both 
projects are evaluating the benefits of I/M programs for newer 
technology vehicles. The results of testing done in the District 
showed substantial benefits in terms of reduced emissions for new 
technology vehicles that failed the I/M test and were repaired. 
EPA plans to issue the draft results of the Maryland tests in the 
spring of 1986. 

81 



SUBCOMMITTEE QUESTION 

32. The Subcommittee referred to our report which stated 
that the total cost of all state programs could be 
"millions of dollars," with the South Coast Air Basin 
program of California estimated to cost "almost $211 
million annually," and that motorists "bear the brunt" of 
I/M costs. The Subcommittee asked the following questions 
on the costs associated with the I/M program: 

(a) Does EPA agree with the cost estimates to implement 
I/M programs? 

(b) Does EPA agree that I/M benefits may not be worth 
the costs? 

EPA response 

EPA agreed that the inspection and repair costs are borne by 
the motorist and that these costs would amount to hundreds of mil- 
lions of dollars nationally, since I/M programs currently included 
some 46 million vehicles. EPA said that because I/M was mandated 
by statute, the aqency has not done a formal cost benefit 
analysis. 

EPA said that it believes that I/M is an effective strategy 
for reducing in-use vehicle emissions and that it is as cost- 
effective a strategy as any of the available alternatives. 

GAO comment 

EPA's response concurred with the position stated in our 1985 
report concerning I/M program costs and effectiveness. In the 
absence of a formal cost benefit analysis, however, it is unclear 
whether I/M program benefits outweigh the costs incurred to imple- 
ment such a program. We asked EPA if it had determined the possi- 
bility that significant improvements in national air quality could 
occur without mandatory I/M programs. 

Subsequent information obtained from EPA 

EPA said that mandatory I/M is only one of many programs that 
have had the combined effect of producing very siqnificant im- 
provements in carbon monoxide air quality. While ozone air qual- 
ity appears to have gotten worse, I/M and other strategies have 
kept ozone levels from increasing in the face of population and 
economic growth. A number of control programs, particularly the 
federal new car program, can be counted on to provide further 
improvements in the next 10 years. EPA is also considering the 
control of emissions from gasoline marketing and the control of 
gasoline volatility. EPA said that significant improvements in 
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air quality could, and probably would, occur without mandatory 
I/M. However, without I/M these improvements would be smaller 
and, in some or many cases, inadequate to show attainment by 
1987. Even with I/M, some areas will not attain standards by 
1987, although the existence of I/M will improve the air quality 
in those areas. 

GAO assessment 

With the additional information, we believe that the Subcom- 
mittee's questions concerning the cost estimates to implement I/M 
programs and the cost benefits of such programs have been 
addressed as best as they can be , given the lack of cost-benefit 
data. 

As indicated on pages 77 to 80, some type of vehicle emis- 
sions control program apparently will be needed to control emis- 
sions from those vehicles that are expected to malfunction. A 
cost-benefit study of I/M programs versus other alternative con- 
trol programs could show which control program alternative is 
clearly the best choice. In making such a decision, we believe 
that EPA should reconsider the need for a formal cost-benefit 
study. Most I/M programs are fairly well established and should 
be able to produce some concrete data on program costs and bene- 
fits--the latter in terms of reduced vehicle emissions. We be- 
lieve such a study would show the type and extent of costs being 
incurred for such programs, which type of programs are least 
expensive and yet are still effective, and the degree programs are 
reducing actual vehicle emissions. We believe the states could 
benefit from such information by identifying alternatives to make 
their programs less costly and at the same time more effective. 
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SUBCOMMITTEE QUESTION 

33. The Subcommittee referred to our report which 
discussed the role and performance of private 
contractors in state I/M programs. The Subcommittee 
asked the following questions on contractor involvement 
in I/M programs: 

(a) Explain to what extent EPA has examined and 
monitored the quality and performance of contractor 
I/M programs and the adequacy of the contracts to 
ensure an effective program. 

(b) Is the Arizona experience (where several problems 
have been identified with its I/M contractor) unique? 

(c) What are the problems with such exclusive contracts 
(where contractors play "a major role" in state 
programs)? 

EPA response 

(a) EPA said that while it does not advise states on the legal 
aspects of their contractual arrangements, it does evaluate the 
contractor's performance when it audits contractor I/M programs. 
EPA also said that audits had been performed in Arizona, Connecti- 
cut, and New York and that it had found the quality control in 
these programs to be impeccable. 

(b) EPA said that, as our report points out, the Arizona Auditor 
General's study did not find a failure to meet contractual re- 
quirements. EPA had no reason to believe that any of the exclu- 
sive contractors had ever failed to meet contracted quality assur- 
ance requirements or the requirements of good engineering prac- 
tice. EPA said that it was not aware of any state that has had 
difficulty in obtaining high-quality service from any of the five 
different firms currently operating I/M programs, 

(c) EPA said that it had no reason to believe that any of the ex- 
clusive contractors had ever failed to meet contracted quality as- 
surance requirements or the requirements of good engineering prac- 
tice. EPA said that the major difficulty for areas which had 
selected the contractor approach was the inherent inflexibility in 
procedural changes to accommodate new testing or data handling 
needs because of the contractual situation. 

GAO comment 

We asked EPA to clarify and expand its initial response for 
question (a) to the Subcommittee. We wanted to know which con- 
tractor I/M programs EPA had audited and the results of the 
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audits. In our 1985 report on EPA's vehicle I/M program, we also 
reported that the contractor operating the I/M program in Arizona 
had failed to perform important internal quality control checks. 
We asked EPA to comment on whether the failure to perform such 
quality control checks would affect the effectiveness of contract- 
or I/M programs. 

Question (b) showed the Subcommittee's interest in the Ari- 
zona Auditor General's decision regarding the use of a contractor 
in the state's I/M program. We reviewed EPA's report of its sub- 
sequent audit of the Arizona I/M program and discuss it in the 
following section. 

EPA's response for question (c) provided additional informa- 
tion concerning problems with private contractors in I/M programs, 
an issue previously discussed in our 1985 report. Because the in- 
formation provided by EPA agreed with our report, we did not do 
any further work concerning this response. 

Subsequent information obtained from EPA 

EPA said that the allegation about Arizona's I/M program con- 
tractor was later proven false when the contractor provided evi- 
dence that all required (and some additional) quality control 
checks had been performed, even though some originally planned 
voluntary checks were not done. Also, EPA's audit of the Arizona 
I/M program in May 1984 found no serious problems with the pro- 
gram. EPA concluded that the contractor was doing a thorough job 
of quality control at the inspection lanes and that state offi- 
cials were doing an effective job of monitoring contractor per- 
formance. EPA's audit specifically focused on the contractor's 
quality assurance of the analyzers used to record I/M test results 
and the crosschecks made by the state to ensure the test equipment 
was being properly calibrated. 

Other contractor I/M programs have been audited in Connecti- 
cut, Indiana, Maryland, New York, Tennessee (Nashville), and Wis- 
consin. None of these audits have identified cases where con- 
tractors have failed to meet their contractual obligations. In 
all cases, the programs were found to have excellent quality con- 
trol procedures. Maintaining quality is not technically difficult 
for experienced contractors using state-of-the-art equipment, and 
the normal level of state or local oversight provides sufficient 
encouragement for them to do so. 

GAO assessment 

We believe that the additional information satisfies the Sub- 
committee's request for information concerning the role of private 
contractors in state I/M programs. In January 1985 we reported 
that we had indications that I/M programs run by contractors might 
be experiencing problems. However, EPA's subsequent audits of I/M 
programs have not disclosed any major problems with contractor-run 
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1/M programs. Consequently, the controls placed on contractors 
and the increased oversight given programs by EPA may have mitiga- 
ted major problems experienced with contractors. 

Although EPA audit reports indicated that there were no major 
problems in contractor-operated I/M programs, we found that EPA 
had reported problems relative to a state-operated program which 
involved using a service contract to maintain exhaust gas analyz- 
ers. In a report dated August 1985 on the audit of Delaware's I/M 
program, EPA found that I/M test analyzer maintenance and calibra- 
tions were inadequate. EPA found that the contractor did its 
maintenance checks infrequently and often incompletely or im- 
properly. EPA concluded that poor analyzer quality control proce- 
dures allowed vehicles to improperly pass the state's I/M test 
which could partially account for the lower than expected failure 
rate which Delaware's program was experiencing. Since the audit, 
the state entered into a new maintenance contract which provides 
for additional calibrations and analyzer checks by the contrac- 
tor. In addition, the state agreed to use its personnel to per- 
form weekly audits of test analyzers. Besides Delaware, EPA found 
a similar problem with the state-operated Massachusetts I/M 
program. 
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SUBCOMMITTEE QUESTION 

34. Public Law 98-45 of July 12, 1983, states that none of 
the funds provided in this act may be obligated or 
expended to impose sanctions under the Clean Air Act with 
respect to any area which fails to attain any national 
ambient air quality standard established under Section 109 
of the Clean Air Act by the applicable dates set forth in 
section 172 (a) of the act. Public Law 98-45 applied to 
fiscal year 1984. Public Law 98-371 of July 18, 1984, 
does not include such a limitation. What actions have 
EPA taken or planned to take (consistent with the I 
applicable opinions of the GAO) to enforce the applicable 
standards where there is such a failure, now that this 
limitation no longer applies? 

EPA response 

EPA said that where a fully approved Part D state implementa- 
tion plan failed to bring about attainment by the end of 1982, EPA 
will treat the plan as "substantially Inadequate" to assure at- 
tainment under Section 110(a)(2)(H) of the Clean Air Act and call 
for a plan revision. EPA will provide 1 year for the submittal of 
the new revision under section 110(c)(l)(C) of the act. The re- 
vision will have to provide for attainment as expeditiously as 
practicable. 

EPA said that if an area fails to meet the deadline for sub- 
mitting a plan revision, it will propose construction and air 
planning funding restrictions, and, in some cases, may also pro- 
pose sewage treatment funding restrictions under sections 173(4), 
176(b), and 316(b). Because it was essential to induce states to 
produce plans providing for attainment as quickly as possible, EPA 
will take final action as quickly as possible while providing an 
adequate opportunity for comment, including an opportunity to 
request a hearing. 

EPA said that if an area submitted a revision before EPA took 
final action on nonimplementation sanctions, it may defer action 
until it evaluated and acted on the submittal. EPA may, if ap- 
propriate, propose approval of a plan continuing draft regulations 
and defer final action until the regulations were formally adop- 
ted. If EPA approves a revision, it will withdraw the proposals. 
If EPA disapproves the plan, it will take final action immediately 
to impose the proposed restrictions. The disapproval notice would 
explain why EPA rejected the new submittal. Imposed restrictions 
would only be lifted upon approval of a revised state implementa- 
tion plan. 
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GAO assessment 

We believe that the EPA response sufficiently details what 
actions EPA plans to take to enforce the applicable standards for 
any area that fails to attain the carbon monoxide and ozone stand- 
ards by the established deadline. EPA should be following the 
steps outlined in its response in dealing with the 26 areas in 16 
states which, according to EPA, have inadequate state implementa- 
tion plans. (See the discussion for question 3 on pages 17 to 
19.) 
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SECTION 3 

OBJECTIVES, SCOPE, AND METHODOLOGY 

In a February 7, 1985, letter, the ChaIrman, Subcommittee on 
Oversiqht and Investisations, House Committee on Enerqy and 
Commerce, asked the Envlronmental Protection Aqency to respond to 
questions based on our report entitled Vehicle Emissions 
Inspection and Maintenance Proqram Is Rehind Schedule (GAO/RCEn- --- 
85-22, Jan. 16, 1985). As requested, EPA provided us a copy of 
Its response to evaluate. On February 7, 1986, we briefed the 
ChaIrman's office on the results of our work and aqreed to preoare 
a briefinq report to the Chairman summlarizinq S'le information 
discussed durinq that briefinq. 

The oblectlves of our evaluation were to (1 ) determIne 
whether EPA's responses adequately addressed the specific 
questions raised and (2) test, to the extent possible, the 
adequacy and reasonableness of the responses. 

To determlne whether SPA's responses adequately addressed 
the 58 specific questions raised, we Elrst compared the February 
7, 1985, letter with EPA's March 27, 1985, reply to ensure that 
all 58 items were accounted for. As a result, we identified 14 
questions that required additional information to understand 
EPA's response, 6 questions for which EPA did not provide a 
response, and 2 questions that needed to be updated. 

On November 19, 1985, we sent a letter to EPA requestins the 
above information. After EPA responded on January 24, 1986, we 
evaluated the new information and discussed all 58 questions and 
responses with EPA's I/M prolect manaqer located at the Mobile 
Source Air Pollution Control Laboratory, Ann Arbor, Michlqan, 
Where needed, we also obtained additional information by telephone 
from state and/or local I/M officials. 

TO test the adequacy and reasonableness of the responses, we 
reviewed data obtalned Ln our prior work, data sent by EPA to 
support its responses to specific questions, and various documents 
EPA sent in response to specific information the Subcommzttee 
requested. We orqanrzed the Lnformation into A computer data base 
to facilitate locatinq key support documents used to verify the 
reasonableness, completeness, and accuraryy of the EPA responses, 
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