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Deliberative Draft Material

* Long-Term Commitment to Electrification

 Near-Term Regulatory Balance to Significantly Reduce GHG
Emissions and Prepare for Electrification

« EPA-NHTSA Harmonization to Support Regulatory Goals

4 AUTOMOTIVE 3
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Deliberative Draft Material

Electrification Challenge

“With the right complementary policies in
place, the auto industry is poised to
accept the challenge of driving EV

purchases to between 40 and 50 percent

of new vehicle sales by the end of the
decade.””

U.S. Supply
Chain,
Manufacturing
& Jobs

Infrastructure
Development

Consumer e
& Awareness/
Adoption

AWy, ALLIANCE

- = FOR AUTOMOTIVE . . 8 o
Ui INNOVATION /1 Auto Innovators. Press Release, August 5, 2021. https://www.autosinnovate.org/posts/press-release/aligning-policies-for-a-cleaner-future 4
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Deliberative Draft Material

Electrification Challenge

EV (BEV, PHEV, FCEV) U.S. Market Share
2021 YTD and Future Projections / Goals

50%

Autos doing their part:
* Investing over $330 billion through 2025 /1
« On pace to debut almost 100 BEVs by 2024 /2

. 8%
4%
- [

U.S. New Vehicle Market Share

2021 EPA MY26 Administration
YTD 3 Projection /4 2030 Goal %
W ALLIANCE /1 AlixPartners (Jun. 17, 2021) /4 EPA NPRM
~  ~ FOR AUTOMOTIVE /2 Consumer Reports (Sep. 9, 2021) /5 Executive Order 14037 5

U INNOVATION /3 Compiled by Alliance for Automotive Innovation using information provided by IHS Markit



Deliberative Draft Material

Achieving Success through Cooperation and Share

Responsibility

Reliable and convenient EV refueling infrastructure
Reducing upfront costs

Fleet purchase requirements

Development of EV supply chains

Low carbon fuel standards

EV and battery recycling

Increased public and private R&D

© N O bk =

Consumer education
9. Improved availability and variety of EVs
10. Metrics and milestones aligned with sales targets

Costs

* Vehicle
* Fuel

Customers

(Retail/Fleet)

* Awareness/Comfort
+ Choice/Capability

» Convenience

2026 and beyond

Action needed today to implement policies to grow EV sales significantly through MY

AWy, ALLIANCE
=, = FOR AUTOMOTIVE
WD INNOVATION
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Deliberative Draft Material

« Auto Innovators generally supports the proposed standards with flexibilities
» Supports policy goals and intended emission benefits
« Balances near-term challenges, investment shift to electrification, and path to EV future
« Addresses some marketplace uncertainty

- Auto Innovators, however, opposes more stringent alternatives
 Industry “all-in” on post-2026
» Need bridge between current, proposed, and post-2026 years
* Much uncertainty remains with electrification and supportive EV measures

4 AUTOMOTIVE 7
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Deliberative Draft Material

Historic Performance to EPA GHG Standards

Performance to Annual GHG Standards
Model Years 2012-2021 1
300
Overachieve
_ 2012-2015
2
'E 275
>
=
©
2
0]
(ID 250 Performance
6'51 ~~~~~~ <
------ *
Standard
225
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Model Year
On average, industry has underachieved compared to annual targets since 2016
AWy, ALLIANCE 2012-2020: EPA Trends Report (Nov. 2021)
FOR AUTOMOTIVE 2021: IHS Markit Baseline Study for Auto Innovators (Draft, Nov. 2021) 8
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Deliberative Draft Material

Individual Manufacturer Credit / (Deficit) Generation
Model Year 2020

15

=)
= 10
C
iel
©
5 ° —
c I - Deficit Generators
20 —---..IIIII[
=
()
Q -5
3 -10
O
-15
Tesla B C D E F G H I J K L M N O P Q R S T
Manufacturer Data from EPA Trends Report (Nov. 2021)

Graphic by Auto Innovators

« 4 out of 5 manufacturers generated compliance debits in model year 2020
* Industry generated almost 20 Tg of debits in model year 2020

4 AUTOMOTIVE 9
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Deliberative Draft Material

Proposed Targets

Combined U.S. Fleet GHG Percent MY 2020 Fleet Achieving
1
MY 2021 Performance / . Proposed MY 2026 Targets
235 5% to MY22 Target I 45  Less than 15% of MY20 vehicle
c 40 meet MY23 targets
225 2 » Only strong hybrids and EVs
0 e
= 14% to MY23 Target g 35 currently meet MY25-26 targets
= ©
£ 215 o 30
5 < 25
O 205 S 20
T C
O 495 26% to MY26 S 15
Target 2 40
: i E
EPA proposed targets 2 0 - .
175 2020 2021 2022 2023 2024 2025 2026
2021 2022 2023 2024 2025 2026 Model Year
Model Year mICE = Strong Hybrid = EV
Proposed standards will be challenging;
Manufacturers expect standards to drive significant electrification
Wy, ALLIANCE /1 IHS Markit Baseline Study for Auto Innovators (Sep. 2021; Draft Nov. 2021); assumes model year 2020 credit levels; analysis not
= FOR AUTOMOTIVE intended to imply future improvements won’t occur 10

U INNOVATION /2 Auto Innovators analysis; assumes constant MY 2020 fleet mix; targets weighted by production mix and lifetime travel;



Deliberative Draft Material

All Vehicle Types Improving GHG Emissions

EPA-Estimated “Real World” CO, « CO,emissions have been reduced in every
Emissions by Vehicle Type segment of the fleet
525
';“Oﬂrg"ezrgzgt « Sedan/wagon, car SUV, and truck SUV have
475 reduced tailpipe emissions at similar rates —
9% about 2% per year
425
/\’\/\ 9%
16%

w
N
()]

275 14%

2012 2013 2014 2015 2016 2017 2018 2019 2020

Production Weighted “Real World” CO, [g/mile]
w
N
(@)}

Model Year
—Sedan/Wagon ——Car SUV Truck SUV
Pickup —Minivan/Van

Graphic by Auto Innovators

AWy, ALLIANCE
’ ¢ FOR AUTOMOTIVE Data from EPA Trends Report (Nov. 2021)

4 11
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Deliberative Draft Material

Fleet Mix Changes Impacting Compliance

100% - 30 -
Truck SUV more
04 challenged than
Sedan/ on
— Wag . - » sedan / wagon
) &} g 107
5 =
L - - -
m Eﬂ D T T T T 1
E 50% - = 2012 2013 = 2014 201 018 2019 2020 2021
g £ -10 -
B g g |
a S O 0 -21,. o
25% = ®
=2
N -30 -
b -30
s
0% - <1t Y _ /38
1 | | | I I
1975 1985 1995 2005 2015 2025 50 4
-51
Model Year
50 -
- - M d |".|||'
Market generally shifting from e
sedanlwagon to truck SUV ——Car ==--CarSuy "'TFLIC"( sSUW _PICkUP —\an
W, ALLIANCE EPA Trends Report (Nov. 2021) IHS Markit Baseline Study for Auto Innovators (Draft, Nov. 2021)
= FOR AUTOMOTIVE 12
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Estimated EV Share Required for
Various 2023-2026 GHG Standards

Deliberative Draft Material

Base proposal likely to
drive more electrification

G (14%) than EPA
g 18% estimated (8%)
© 16% « 5-10 g/mile stringency
S 14% increase beyond
S 129 proposal requires even
= o greater electrification
5 o - EPAAIt 2 (more stringent
S than proposal)
g 6% significantly reduces
L 4% market lead-time for
<:f)>ﬁ 29, electrification
0% « Uncertain EV market
2020 2021 2022 $023 2024 2025 2026 g I’OW’[h g iven feW
EPA Alt 2 -----Proposal +10g/mi in '26 — flirroposal +5g/mi in '26 —— EPA Proposal supportive measures
Analysis by Auto Innovators. Assumes maximum use of A/C and off-cycle credits and manufacturers meeting annual
AUTOMOTIVE  targets by MY 2023, 2.5 g/mile EV multiplier credit MYs 2022-25, historic rate of non-EV improvement (2% per year, 13

Ui~

but note that this impacts resources available to EVs), constant car/truck mix and footprint at MY 2020 levels



Deliberative Draft Material

* Flexibilities Critical for Achieving Proposed Standards

» Address EV market / supportive action uncertainty
« Many reduce compliance costs while providing real-world emissions benefits

« EV Multipliers — Meaningful Policy Action to Encourage Greater Near-Term EV Production

« EV market remains small (about 4% in 2021)

« EVs remain costly relative to conventional vehicles
« Auto Innovators supports EV multipliers through 2026 and higher caps to provide meaningful

incentive
» Also support hybrid pickup truck credits

« Other Flexibilities Also Important and Provide Real-World Emission Benefits
» Off-cycle technology credits — generated by application of GHG-reducing technologies

» Cap should increase as technologies are added
« Timing and impacts of technology definition changes are a concern
» Enhanced credit banking provisions — real emission benefits from prior years should be recognized

Proposed flexibilities important and necessary

> AUTOMOTIVE 14
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Deliberative Draft Material

« Goal: One fleet to comply

« Auto Innovators is seeking coordination between EPA and NHTSA
and near-term harmonization of standard stringency’

« Coordination between agencies on rulemaking activities (e.g., modeling and cost
benefit analysis)

« Supportive of policy outcomes and Administration initiatives (i.e., up to 50% EVs
by 2030)

« Other pending regulatory efforts should also be considered with these rules

AUTOMOTIVE /1 See “Harmonization of Corporate Average Fuel Economy (CAFE) and Light-Duty Vehicle Greenhouse Gas Stringency”
wi~ Docket ID EPA-HQ-OAR-2021-0208-0130 15



Deliberative Draft Material

 Statutory differences:

EPA focus on emissions reductions; NHTSA focus on energy conservation
NHTSA statutes prohibit consideration of EVs in standard setting

* Program elements:

Direct A/C emissions credits (not in CAFE program)

EV compliance calculations (0 g/mile vs. PEF)

EV multiplier (not in CAFE program)

CAFE minimum domestic car standard (additional requirement, less flexibility)
CAFE credit transfers between compliance fleets capped (less flexibility)
CAFE credit carry-forward limitations (less flexibility)

CAFE separate import and domestic car fleets (further limit on credit transfers)

Reduced flexibility increases CAFE stringency;

Differences suggest lower numeric stringency than proposal for CAFE program

Ui~

AUTOMOTIVE
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Deliberative Draft Material

Passenger Cars
Projected Standards in Rulemaking
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Obama Administration CAFE standards were generally harmonized to GHG
standards, primarily based on A/C credit differences

Data sources:
AUTOMOTIVE

2012-2016: 2010 Rule 75 Fed. Reg. 25324 (May 7, 2010) 17

> 2017-2025: 2012 Rule 77 Fed. Reg. 62624 (Oct. 15, 2012)




Deliberative Draft Material
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Projected Standards in Rulemaking
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Treatment of EVs becoming more important;
By MY 2025, NHTSA’s proposed standards are not harmonized

Ui~

Data source: NHTSA modeling for CAFE NPRM; GHG targets recalculated to reflect EPA proposal; EV
calculation and multiplier impacts based on CAFE NPRM projected electrification

AUTOMOTIVE
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See Auto Innovators comment submission found in NHTSA-2021-0053-1492



https://www.regulations.gov/comment/NHTSA-2021-0053-1492
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Deliberative Draft Material

Auto Innovators supports the goal of 40-50% EV sales by 2030 (including battery
electric, plug-in hybrid electric, and fuel cell electric vehicles), but action is needed today
to implement specific policies to grow EV sales significantly through MY26 and beyond.

Auto Innovators generally supports EPA's proposed GHG standards with appropriate and
necessary flexibilities included in the program.

Auto Innovators opposes the adoption of the more stringent and/or less flexible
alternatives discussed in the proposed rule.

Coordination between EPA and NHTSA, and harmonization of stringency of respective

GHG and CAFE standards, is critical to reducing unnecessary burdens that distract from
the common goals of reduced GHG emissions and fuel consumption.

AUTOMOTIVE 19
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