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7. Abstract of work completed during the quarter

Cleaire received California Air Resources Board (CARB) verification for the Longview on April 11,
2003 for a specified group of engines and applications. During the current quarter, Cleaire has been
working with CARB to expand the verification to additional engines, model years and applications.
Cleaire received an expanded verification on September 2, 2003. The verification letters can be
accessed from the CARB website at http://www.arb.ca.gov/diesel/verdev/level3.htm.

Even though there is no direct reciprocity between CARB and EPA verification, Cleaire considers the
achievement and expansion of CARB verification as a significant accomplishment and supportive of
our efforts to achieve EPA verification. EPA and CARB have stated their intentions to work together
and Cleaire has actively encouraged the sharing of information and data between EPA and CARB.

During the current quarter, Cleaire has had numerous communications with EPA including detailed
questions and responses about Longview operation. Unfortunately, there has not been any tangible
documentation or commitment from EPA moving us closer to testing at Southwest Research Institute.
In a June 11, 2003 conference call organized by MECA, EPA acknowledged that they have recently
overhauled the verification program in an effort to improve it, but they have resource constraints and
face a steep learning curve.

Despite the significant amount of information provided by Cleaire, and the clear need for retrofit
emission reduction devices across the country, Cleaire is still waiting to receive a draft test plan from
EPA and a draft contract from Research Triangle Institute (EPA’s contractor for the verification
program). As a result, Cleaire is unsure when EPA will formally approve a final test plan for the
Longview at Southwest Research Institute. Cleaire communicated the project status to Vince Torres
of the TCET in an August 19, 2003 telephone conversation.

On June 25, 2003 the Metropolitan Transportation Commission (MTC) awarded funds to 12 Bay Area
transit agencies to install 1,700 Longview systems over the next three years. MTC estimates that the
project will result in reducing nitrogen oxide (NOx) emissions by 2,500 pounds per day in a highly
cost-effective manner. Cleaire anticipates similar benefits from deployment in Texas.

Cleaire continues to expand its manufacturing, distribution and support infrastructure to enable large-
scale deployment in California and nationally. Cleaire is working closely with Cummins Southern
Plains in Texas to facilitate the installation and support of a large-scale deployment in Texas.

Cleaire is also developing another product that reduces NOx from in-use diesel engines. This product,
called the Lonestar, is similar to the Longview in most respects except that the final catalyst is an
oxidation catalyst instead of a catalyzed particulate filter. The Lonestar will provide significant NOx
reduction, but not the extremely high PM reductions of the Longview. Early marketing efforts have
shown a positive reception from potential customers in Texas. Cummins Southern Plains is working
with fleet operators to apply for TERP funding to install systems in the ozone non-attainment areas in
Texas. Cleaire anticipates seeking EPA verification for the Lonestar as soon as practical.

All of Cleaire’s emission control systems are described on the Cleaire website at www.cleaire.com.
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