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Introduction

The following is the Environmental Protection Agency’s (EPA) Response to Comments
document for the EPA and National Highway Traffic Safety Administration (NHTSA) Joint
Rulemaking: Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate Average
Fuel Economy Standards. The following document contains verbatim excerpts of the
commenter’s text followed by EPA’s responses. Citizen comments that raised unique
substantive issues are included. In addition, several thousand citizens commented through mass
e-mail campaigns; these comments are not included individually, but rather examples are
provided. The comments and responses are organized by topic (see Table of Contents prior to
each section) to help the reader find comments and responses of interest. An index of
commenters and the associated docket numbers is also provided.

This is an EPA document and does not contain NHTSA'’s responses to comments. NHTSA'’s
responses to comments are contained in the joint preamble and the NHTSA Final Regulatory
Impact Analysis (RIA) for the rule.
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EPA Response to Comments

1. General Comments

1.1  General Support
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Bieling, Andrea
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BorgWarner
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California Air Resources Board
California State Senate
Cambell, Bruce
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Chew, Yuli
Chrysler Group LLC (Chrysler)
Clarke, Darrell
Clean Energy Fuels
Coalition for Clean Air
Consumer Federation of America
County of Greenville, SC
Cummins Inc.
Dewey, Scott
Eadie, R. Frank
Ecology Center
Environment Michigan
Environment New Jersey
Environmental Defense Fund
Epps, Jennifer
Ford Motor Company
General Motors
Georgia Department of Natural Resources
Glasser, Mark
Honda Motor Company
Honeywell International, Inc.
Honeywell Transportation Systems
Hyundai Motor Company
Insurance Institute for Highway Safety (1IHS)
International Council on Clean Transportation
Kia Motors
Lance Tunic
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League of Women Voters of South Carolina (LWVSC)

Lee Auto Components

Magavern, Bill

Manufacturers of Emission Controls Association

Mass Comment Campaign (13,829) (Union of Concerned Scientists)
Mass Comment Campaign (18,583) (unknown organization)
Mass Comment Campaign (19) (unknown organization)
Mass Comment Campaign (2,332) (unknown organization)
Mass Comment Campaign (27,307) (Alliance for Climate Protection)
Mass Comment Campaign (32,918) (Sierra Club)

Mass Comment Campaign (326) (Student PIRGS)

Mass Comment Campaign (7,239) (unknown organization)
Mercedes-Benz (Daimler AG)

Mitsubishi Motors R & D of America (MRDA)

Motor and Equipment Manufacturers Association
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NGVAmerica

Nissan North America
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Peters, Doug
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Public Citizen and Safe Climate Campaign

Sack, Emily

Seal, Kathy
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Steiner, John

Toyota Motor North America

Transportation and Buildings Policy for the State of Massachusetts Executive
Office of Energy and Environmental Affairs

U.S. Coalition for Advanced Diesel Cars

Union of Concerned Scientists

United Auto Workers

University of Miami, School of Law

University of Michigan Transportation Research Institute (UMTRI)
University of Pennsylvania, Environmental Law Project

US Steel Corporation

Volkswagen Group of America (Volkswagen)

Washington State Department of Commerce

Webb, Alysha

Weiner, Jill

Winograd, Marcy

Comment:
Alliance of Automobile Manufacturers (Alliance)

First, we want to commend EPA and NHTSA for the effort invested in putting this complex joint
rulemaking together and for taking the lead in harmonizing the CAFE and Greenhouse Gas
programs into a workable set of requirements. The Alliance supports the overall rule and in
particular supports the agencies’ coordinated attribute-based approach. [OAR-2009-0472-6952.1,

p.1]

[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, pp. 83-86.]]

While this proposal covers model years 2012-2016, we agree with EPA and NHTSA that it is
important to create a strong coordinated National Program that continues to provide a national
standard for light-duty vehicles in model years beyond 2016. This is a key to reducing the
impact of vehicle greenhouse gases on our global climate.

The proposal provides manufacturers with a roadmap for meeting significant increases for model
years 2012-2016. It calls for an increase in the average fuel economy in new vehicles by 40
percent to a combined 35.5 miles per gallon. As EPA and NHTSA have stated, final rulemaking
prior to April 2010 is essential to providing manufacturers with the certainty and lead time
necessary to plan for the future and to cost effectively add new technology.

The Alliance members are committed to continuously improving fuel economy and thereby
reducing our greenhouse gas emissions. In fact, the motor vehicle industry has committed to
reduce greenhouse emissions more than any other sector of the U.S. economy. By the Agencies'
own estimates, these new standards would lead to reductions of 62 billion gallons of fuel, or CO2
emissions totaling 656 million metric tons, during the useful lives of vehicles 2012 - 2016
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General Comments

vehicles. The elements of the proposal before us -- a harmonized and coordinated National
Program, attribute-based approach, the available compliance mechanisms and general
implementation elements provide this industry with certainty and flexibility necessary for
achieving ambitious reductions in greenhouse gases and significant savings in oil consumption
proposed by the rule.

In going forward to 2017 and beyond, this joint coordinated effort by EPA and NHTSA on a
national plan is a process we endorse for the future well-being of the industry. It is important to
include all key stakeholders including California and states adopting the California standards into
this process. A goal for going beyond 2017 would be to achieve even greater harmonization
between the EPA and NHTSA program. Already the auto industry is transforming itself and
reinventing the automobile. Automakers have made major investments into developing new fuel
efficient technologies, and the results are continuing to show in the marketplace. More than 50
technologies offered in vehicles for sale today reduce emissions, increase mileage, and allow
these vehicles to run on cleaner fuels. Today consumers can buy more than 130 models that
achieve 30 mpg or more on the highway, and they can choose from more than 27 models of
hybrids and 8 models of clean diesels.

As we stated in our May 18th letter of commitment, the Alliance fully supports the adoption of a
National Program to address both greenhouse gases and fuel economy, and further we commend
the Federal Government for taking a leadership role. By eliminating unnecessary complexity
and providing flexibility for the development of individual manufacturers compliance plans, the
proposed rule will allow manufacturers to develop products that consumers will want to buy and
only enhance vehicle performance with respect to greenhouse gas reductions and oil savings.

In closing, the time has come to move all stakeholders forward. The Alliance believes that any
effective, efficient program to address climate change must be built on a single strong national
framework administered by the Federal Government. This framework should acknowledge the
specific product and sales structure of individual manufacturers' fleets, and be designed in a way
that challenges all manufacturers fairly by including appropriate implementation and compliance
flexibilities without negatively affecting overall greenhouse gas reductions.

To this end, we encourage EPA and NHTSA to work closely with all stakeholders, to refine the
technical framework of the program.

Aluminum Association

The aluminum industry congratulates NHTSA on its continued reliance on a size-based approach
to setting CAFE standards since there is ample evidence to confirm that that size is the vehicle
attribute that can best assure design and structure consistency across model years and preserve
safety. Increased use of high strength, low weight materials like aluminum will increase vehicle
fuel economy, reduce tailpipe emissions and improve safety as manufacturers strive to meet ever
more challenging fuel economy requirements. [NHTSA-2009-0059-0067, p.1]

American Chemical Society
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The American Chemical Society is pleased by the Obama Administration’s recently announced
plan to increase and standardize automobile fuel standards. ACS is a long-time proponent of
increased automotive efficiency standards and previously supported legislation to increase
Corporate Average Fuel Economy. As such, we are gratified to see this move by the
Administration. [OAR-2009-0472-3985.1, p. 1]

Increasing automobile efficiency is an important, and long-overdue, step towards improving the
sustainability and security of our energy enterprise. Improving the efficiency of the national fuel
economy standard is a short-term, relatively inexpensive, and effective way of reducing
greenhouse gas emissions. Cars emit approximately a quarter of overall emissions, and
automotive efficiency has actually fallen over the last two decades. Your initiative is an
important step not only in making our nation more sustainable, but it will help reduce our
dependence on foreign oil, which represents the vast bulk of our imported energy. We also
applaud the decision to standardize the policy nationwide and send the appropriate market
signals necessary for industry capital investments. [OAR-2009-0472-3985.1, p. 1]

Again, thank you for your forward-thinking policy. As America’s oldest and largest scientific
society, we look forward to working with you to ensure America’s sustainability. [OAR-2009-
0472-3985.1, p. 1]

American Council for an Energy Efficient Economy

ACEEE applauds USEPA and NHTSA for taking the enormous step towards energy security and
environmental protection that this joint rulemaking represents. The proposed rule offers very
substantial increases in fuel economy and reductions in vehicles’ greenhouse gas emissions.

The rule also reflects important analytical improvements over the approach taken in previous
rulemakings, especially the more thorough and transparent analysis of the technical potential to
reduce emissions and fuel consumption, and the associated costs. In addition, the agencies’ use
of a publicly available data set fully describing the reference fleet, rather than confidential
manufacturer product plans, to develop the rule allows the public to understand in detail the basis
for the standards. [OAR-2009-0472-7260.1, p.1]

[ACEEE also submitted these comments as testimony at the New York public hearing, See
docket number OAR-2009-0472-4621, pp. 138.]

American Lung Association of California

The American Lung Association in California applauds the Obama administration for this
truly historic agreement to adopt rules that mirror California’s clean air standards and move the
nation forward toward a cleaner transportation future.

The joint proposal by EPA and NHTSA to establish greenhouse gas vehicle standards and
improve fuel economy in motor vehicles across the nation is an important step in the fight
against global warming, air pollution, and the serious public health impacts of petroleum
consumption.
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The American Lung Association of California urges the federal EPA to move forward to adopt
the proposed clean air standard and to adopt the strengthening changes recommended by the
California Air Resources Board today.

These recommendations include, one, adding an automaker-specific backstop to ensure that
the expected level of greenhouse gas emission reductions are achieved; and, two, to ensure that
credit calculations for electric- or hydrogen-powered vehicles include upstream emissions.

In the future, the American Lung Association would also urge EPA to adopt additional measures
to tighten vehicle tailpipe standards for smog-forming pollutants.

[ALAC submitted these comments as testimony at the Los Angeles public hearing. See docket
number OAR-2009-7283, pp. 39-44]

Association of International Automobile Manufacturers (AIAM)

AIAM and our member companies fully support a single national program to address these two
overlapping programs, and we commend the agencies for their efforts to develop a harmonized
program as much as possible. We look forward to working with the agencies as you finalize this
rulemaking early in 2010. [OAR-2009-0472-7123.1, p.1]

The core element of these proposals is for EPA and NHTSA to each separately adopt standards
under each agency’s enabling statute that will be of roughly equivalent stringency. The goal is, to
the extent possible, to craft standards that would “allow auto manufacturers to build a single
national light-duty fleet that would comply with both the GHG and the CAFE standards.” Notice
of Upcoming Joint Rulemaking to Establish Vehicle GHG Emissions and CAFE Standards, 74
FR 24007, 24009 (May 22, 2009). AIAM supports this proposal and agrees that doing so is
consistent with both the Clean Air Act and EPCA. [OAR-2009-0472-7123.1, p.4]

These NHTSA/EPA proposed regulations are an important step in implementing the new,
harmonized national program for regulating motor vehicle fuel economy and greenhouse gas
emissions that was announced by the Obama Administration on May 19, 2009. [OAR-2009-
0472-7123.1, p.19]

[AIAM also submitted these comments as testimony at the Los Angeles public hearing. See
docket number OAR-2009-7283, pp. 28-32]

Bieling, Andrea

I applaud the Environmental Protection Agency and the National Highway Traffic Safety
Administration for proposing standards that will make our cars and trucks cleaner and more
efficient. The proposed rules will help realize President Obama's historic commitment, saving
1.8 billion barrels of oil and $193 billion in consumer gasoline costs, and significantly reducing
our global warming emissions.
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I applaud the Environmental Protection Agency and the National Highway Traffic Safety
Administration for proposing standards that will make our cars and trucks cleaner and more
efficient. The proposed rules will help realize President Obama's historic commitment, saving
1.8 billion barrels of oil and $193 billion in consumer gasoline costs, and significantly reducing
our global warming emissions.

I strongly support cleaner cars and thank the Administration for proposing standards that are a
win for consumers, automakers, and the environment alike. Strong final rules will launch vehicle
standards into the 21st century, help make Detroit a leader in green vehicles, laying a strong
foundation for the cleaner vehicles we need to significantly reduce our reliance on oil and curb
global warming. [OAR-2009-0472-8704 p.1]

BiotectConnect, Inc.
I fully support efforts to improve fuel efficiency. [OAR-2009-0472-7203, p.1]
BMW of North America, LLC (BMW)

The proposal will permit auto manufacturers to build a single light-duty national fleet, satisfying
the requirements of each agency program. In keeping with our corporate commitment to
reducing greenhouse gases, BMW commends both EPA and NHTSA for listening to and
collaborating with auto makers in their efforts toward developing this complex proposal covering
model years 2012 through 2016. Additionally, we commend the State of California Air
Resources Board for their collaboration with EPA and NHTSA toward a single national standard
that includes their aggressive targets. [OAR-2009-0472-7145.1, p.1]

In order to provide product planning certainty for the auto industry, while continuing to reduce
greenhouse gas emissions and improve fleet fuel economy, BMW strongly recommends a
comparable collaboration toward a national program in the model years beyond 2016. This
would also help ensure wise financial and resource investments, as well as increased energy
security for the nation. [OAR-2009-0472-7145.1, p.1]

Now, in keeping with our corporate commitment to reducing greenhouse gases, we commend
both the U.S. Environmental Protection Agency and the National Highway Traffic Safety
Administration for their enormous efforts in developing this complex proposal that will permit
auto manufacturers to build a single light-duty national fleet which will satisfy the requirements
of each agency's program. [These comments were submitted as testimony at the New York
public hearing. See docket number EPA-HQ-OAR-2009-0472-4621, pp. 131.]

BorgWarner
BorgWarner would first like to commend the EPA, NHTSA and the State of California for their

combined efforts to harmonize the standards in this very thorough joint proposal. [NHTSA-
2009-0059-0076, p.1]
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BorgWarner is very supportive of EPA, NHTSA and the State of California's efforts and sees the
joint proposal as a major step forward in our desire for energy independence and reduced CO2
emissions. [OAR-2009-0472-7289, p.3]

Bright Automotive

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283 p.175]

So we're here to support this and say that there are innovators in this country ready to meet this
challenge, and so we fully support the joint and harmonized regulations. I'm not here to
comment on whether it's sufficient, but it's definitely necessary.

Another thing we'd like to say is we also believe in the business model that is proposed in the
regulation, that this will actually save significantly more money than it will cost.

California Air Resources Board

CARB strongly supports the joint proposed action, most importantly the stringency of the
greenhouse gas emission standards as proposed for each year in the 2012 through 2016 model
years. Those standards align very well with California’s adopted and now enforceable Pavley
greenhouse gas emissions standards for those model years, ultimately arriving at the same
stringency as California’s standards in 2016. The proposed standards are the result of the
agencies’ thorough review and study of technical, engineering, and cost studies and a reasonable
weighing of their respective statutory directives. The proposal also contains several provisions
that will help to ensure no credit windfall occurs that could undermine the standards and reduce
their cumulative greenhouse gas reductions. However, CARB has two critical concerns,
stringency and the upstream emission factor for zero-emission vehicles (ZEVs), which must be
addressed in the Final Rule to ensure California’s continued support for the National Program.
Other CARB concerns and responses to questions posed by EPA and NHTSA then

follow. [OAR-2009-0472-7189.1, p.1]

[CARB also submitted these comments as testimony at the Los Angeles public hearing. See
docket number OAR-2009-7283, pp. 21-27]

California State Senate

I applaud the Obama Administration for forging a truly historic agreement to increase fuel
economy and set the nation’s first greenhouse gas standard for new passenger cars and light
trucks. The National Clean Vehicles Program, using separate, but complementary fuel economy
and tailpipe greenhouse gas emission standards, is set to achieve a fleetwide average of an
equivalent 35.5 miles per gallon by model year 2016. [OAR-2009-0472-7275.1, p.4]

[Fran Pavley also submitted these comments as testimony at the Los Angeles public hearing. See
docket number EPA-HQ-OAR-2009-0472-7283, pp. 13-20]
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Cambell, Bruce

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number EPA-HQ-OAR-2009-0472-7283, p.199]

And | support the Obama, EPA, NHTSA call for considerably better gas mileage. And | urge
that you get as clean a rule as possible without complicated carbon credit loopholes and
moving-the-problem-around type thing.

So please proceed with as clean as possible around 35 miles per gallon and then improve from
there.

Chamber of Commerce of the United States of America

The U.S. Chamber of Commerce strongly supports reducing emissions from automobile
tailpipes. The Chamber supports improving vehicle fuel economy to 35.5 miles per gallon, a
standard that will also reduce vehicle greenhouse gas emissions to 250 grams of CO2 per mile.
The Chamber has serious concerns, however, with the regulatory framework through which EPA
intends to achieve these goals. [OAR-2009-0472-7233.1, p.1]

Chew, Yuli

Though the results from the use of the MAGICC model only shows small, but quantifiable,
reductions in the atmospheric CO2 concentration, , | support EPA’s efforts of regulating the
greenhouse gas from vehicles no matter how insignificant the benefits will be. In the Supreme
Court’s decision ion MASSACHUSETTS ET AL. v. ENVIRONMENTAL PROTECTION
AGENCY ET AL. on April 2, 2007, it noted: “Agencies, like legislatures, do not generally
resolve massive problems in one fell swoop, ...., but instead whittle away over time, refining
their approach as circumstances change and they develop a more nuanced understanding of how
best to proceed, ...... That a first step might be tentative does not by itself negate federal-court
jurisdiction. And reducing domestic automobile emissions is hardly tentative. Leaving aside the
other greenhouse gases, the record indicates that the U. S. transportation sector emits an
enormous quantity of carbon dioxide into the atmosphere. “ [OAR-2009-0472-7042.1, p.5]

I believe that the 2003 Kahane Study (in which NHTSA adopted) for 1995 — 1998 Model Year
cars and 1995 — 1997 trucks, in which all 2-door cars, or 20% of registered vehicles were
excluded was statically biased. The information was based on outdated technologies, bad
rollover rates for trucks at that time. It should be reviewed along with 2005 DRI Study (DRI-TR-
05-01). In “Increasing the Fuel Economy and safety of New Light-Duty Vehicles” by Lawrence
Berkeley National Laboratory on September 18, 2006, the final conclusion was “However,
recent research indicates that mass is merely a proxy for other characteristics that are more
important for crashes between cars and trucks, such as frontal heights and stiffness.” [OAR-
2009-0472-7042.1, p.5]

Chrysler Group LLC (Chrysler)

1-10



General Comments

Chrysler supports the efforts of the United States Environmental Protection Agency ('EPA") and
the National Highway Traffic Safety Administration (NHTSA") to establish a National Program
for the regulation of vehicle greenhouse gas emissions and fuel economy. As EPA and NHTSA
have noted, the National Program 'hold[s] out the promise of delivering environmental and
energy benefits, cost savings, and administrative efficiencies that might not be available under a
less coordinated approach. The efforts to craft standards have largely succeeded in 1)
harmonizing Corporate Average Fuel Economy ('CAFE") and vehicle greenhouse gas emissions
(‘'GHG") attribute-based standards; 2) replacing state standards with a single federal standard; and
3) focusing on performance requirements rather than technology mandates. The rules proposed
by this NPRM for the 2012-2016 model years (MY") will reduce greenhouse gas emissions,
enhance energy security, and offer greater regulatory certainty for vehicle manufacturers.
[NHTSA-2009-0059-0124, p.1]

Chrysler strongly believes that a single national fuel economy and greenhouse gas program will
place more clean and efficient vehicles on the road quickly and at lower costs. Our resources are
best utilized when applied to one, single, national standard versus differing state-level fuel
economy and greenhouse gas requirements. [NHTSA-2009-0059-0124, p.1]

The proposed rules are an important step towards the achievement of the goals of the National
Program. They reflect the substantial efforts that EPA and NHTSA have made to provide
‘consistent, harmonized, and streamlined requirements. EPA and NHTSA have recognized that
those efforts are complicated by the fact that EPA and NHTSA have different authorizing statues
with requirements that are not identical. The primary effect of those differences is that EPA can
grant some compliance flexibilities - for example, in trading credits - that NHTSA cannot. As a
result, the joint standards themselves cannot be identical, but 'the goal is providing regulatory
compatibility that allows auto manufacturers to build a single light-duty fleet that would comply
with both the GHG and the CAFE standards.' [NHTSA-2009-0059-0124, pp.1-2]

Chrysler agrees that regulatory compatibility is an important and achievable goal. If the
regulations are wholly compatible. a fleet that complies with the GHG rules will also comply
with the CAFE standards. In these comments. Chrysler suggests some changes to ensure that the
final rule will meet the goal of regulatory compatibility. We believe that these changes can be
accommodated in the final rule without compromising the environmental goals of the National
Program. We will continue working with EPA and NHTSA to ensure these and our other
concerns are resolved. [NHTSA-2009-0059-0124, p.2]

[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, pp. 46-48]]

We believe it's important to observe that the 2016 model year standard of 250 g/mi carbon
dioxide or 35.5 mpg represent an historic and unprecedented challenge for our industry.
Translating this into more easily understood terms, this is a 10 mpg or 40 percent increase in the
entire fleet's fuel economy from today's level within six years.

Chrysler confirmed support for this historic program in the May 19th, 2009 White House
ceremony with President Obama. Our current CEO, Sergio Marchionne is also the CEO of Fiat,

1-11



EPA Response to Comments

the fuel economy leader in Europe. He understands and endorses these commitments and is
determined to implement the product actions necessary for Chrysler to meet those 2016
standards. In fact, Chrysler and Fiat continue to progress towards those product actions, and
work is already underway on developing new environmentally friendly, fuel-efficient, high
quality vehicles that we intend to become the hallmark of Chrysler's product line.

We have significantly revised our five-year plan to meet these new standards. Chrysler's
compliance requires successful application of a broad range of technologies from advanced
technology ICE all the way through electrification in an unprecedented time. This means that
Chrysler's vehicles will adopt Fiat's world-class technology, platforms and powertrains for small
and medium sized vehicles, allowing us to offer an expanded product lineup including
environmentally friendly vehicles with these rules and, also, by increasing demand to consumers.

One type of technology is multi-air technology, an electrohydraulic variable valve lift system for
internal combustion engines. It controls air flow and combustion cylinder by cylinder, stroke by
stroke, improving both fuel efficiency and performance in our engines.

Chrysler is also working with the Department of Energy to improve the commercial viability of
our plug-in hybrid programs through the electrification grant that we received earlier this year.

In addition to these steps that are primarily powertrain efficiency actions, Chrysler will also
continue to lessen the vehicle energy demands through actions such as improved aerodynamics,
reduced loading resistance, and also material substitution, lightweighting while maintaining
overall strength and safety of our products.

Chrysler believes that reducing vehicle mass without reducing the size of the vehicle or the
structural integrity is technically feasible in the rulemaking time frame on these products.

Clarke, Darrell

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283 p.187]

I'm just going to say for starters this is only the most important step for us to take as a nation
about global warming and oil dependence. To put it rather succinctly, I'll point to some charts.
[The commenter provides extensive testimony unrelated to the ruling]

Clean Energy Fuels

Clean Energy supports GHG regulation of motor vehicles and would like to thank both EPA and

NHTSA staff for their hard work and foresight used in the development of this important
rulemaking. [OAR-2009-0472-7220.1, p.5]
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[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, p. 141.]]

And I'd like to say there's a lot of hard work put into this rulemaking, and we appreciate it.
We're very supportive of, you probably are new to our company, Clean Energy, we are mostly a
California -- although we are nationally based, but we are extremely supportive of EPA's efforts
to curb greenhouse gas emissions in the transportation sector, and we are just looking for ways
that we can get to the same conclusion with more flexibility, using low carbon fuels and, also,
seeing if there are ways to combine efficiency strategies with our technology as well. We
believe that ultimately by employing progressive strategies like bio-methane, hybrid drivetrains,
plug- in hybrid drivetrains, we can achieve 2015 emission targets for greenhouse gases.

[[Clean Energy also submitted these comments as testimony at the Detroit public hearing, See
docket number OAR-2009-0472-6185, p. 131.]]

Coalition for Clean Air
[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.134-137]

That is why today we applaud the Obama administration for forging a historic agreement with
industry to adopt rules that mirror California's groundbreaking Clean Cars Law.

When we adopted our standards in 2004, we knew that automakers could make clean cars that
consumers want and need. We are confident that they will devise ways to make even cleaner
cars in the future.

So given California's dire need to continue improving our air quality, we cannot take our chances
and assume that after President Obama's administration or administrations, we will have other
administrations who agree with us in the need to reduce global warming gases specifically here
in California.

And having said that, we cannot rely on others out of the state to protect our residence, our
children, our families, and our workers.

Consumer Federation of America
THE IMPORTANCE OF THIS GROUNDBREAKING RULEMAKING In many ways, this is
the most important change in the Corporate Average Fuel Economy (CAFE) program since its

inception three and a half decades ago.

* This rulemaking unifies the regulation of the energy and environmental standards for motor
vehicles in the U.S.

* It embodies one of the largest increases in fuel economy over a four-year period in the history
of the program.
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* It resolves a major dispute over federal and state shared authority by ordering improvements in
the environmental impact of automobiles, and thereby preserving the most important dynamic
characteristics of federalism.

* It is based on a consensus agreement that includes the automakers.

* It incorporates new methodology for analyzing potential CAFE and greenhouse gas emissions
standards that is more transparent, replicable, and accurate than the prior methodology.

At the same time, this rulemaking reflects the fact that it is a transition regulation that demands a
more effective process for setting fuel economy standards in the future.

* The transition requires the Environmental Protection Agency (EPA) and the National Highway
Traffic Safety Administration (NHTSA) to harmonize and reconcile their statutes.

* The rulemaking recognizes the dire circumstances of the auto industry and allows it some
breathing space to redefine itself and retool before a more rigorous and demanding regime of
fuel economy improvement is required. Thus, the ultimate success of this landmark rulemaking
will be in the framework of standard setting that it creates for the future. There are many critical
issues that will have to be resolved in order to ensure that the standard setting process provides
the maximum benefits for consumers, the nation and the environment.

[[Consumer Federation of America also submitted these comments as testimony at the Detroit
public hearing, See docket number EPA-HQ-OAR-2009-0472-6185, pp. 104-105.]]

County of Greenville, SC

We commend the EPA and the NHTSA for working together to develop a rule that will result in
significant improvements in fuel economy. Our nation needs reduced emissions and energy
security and we support these goals. In addition to reducing greenhouse gas emissions,
improving fuel economy will have the very important benefit of reducing emissions of air
pollution . These reductions will help areas meet the 2008 or a new national ambient air quality
standards resulting from the revisions currently underway at EPA for pollutants including ozone
and particulate matter 2.5 and will also reduce urban air toxics . This will have a very positive
impact on public health and the environment. [OAR-2009-0472-8346 p.1]

As such, we support NHTSA moving forward at this time with the CAFE standards as proposed.
It is important to note that virtually all of the greenhouse gas emission reductions and air quality
benefits will occur from the new CAFE standards proposed by NHTSA. [OAR-2009-0472-8346,

p1]
Cummins Inc.
Cummins Inc. (“Cummins”) supports the proposed joint rulemaking by the National Highway

Transportation Safety Administration (NHTSA) and the Environmental Protection Agency
(EPA) to reduce greenhouse gas (GHG) emissions and improve fuel economy of new cars and
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light-duty trucks sold in the United States. Cummins is committed to help meet these goals in
vehicles powered by our engines. Cummins is also working closely with the National Academy
of Sciences (NAS) on developing a framework for a fuel efficiency improvement and GHG
program for heavy-duty commercial vehicles in the United States. We view the development of
technology and responsible regulations as one of our core corporate responsibilities. [OAR-2009-
0472-7205.1, p.2]

Cummins supports the overall framework of the proposed regulation by EPA and NHTSA to
harmonize the agencies’ programs. However, Cummins urges EPA to take a more holistic
approach that reflects upstream CO2 impacts in the development of GHG emission standards.
[OAR-2009-0472-7205.1, p.2]

Dewey, Scott

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number EPA-HQ-OAR-2009-0472-7283 p.149-159]

It would be hard to overemphasize the importance of this issue for our nation and the world.
Our survival as a species may actually depend on it, getting global warming under control.
Unfortunately, for various political reasons, we are about 20 years late in developing policies
to confront global warming. The problem has grown larger in the meantime, meaning it's
particularly critical that we now act swiftly and effectively to confront this problem. It really is
urgent.

By reducing oil consumption and importation, by reducing greenhouse gas emissions, and by
reducing motorists' fuel costs, the President's national program will enhance national security,
energy independence, and economic stability, making us less vulnerable to energy price shocks
and supply disruption while also helping to control the number one global environmental threat.
It's the proverbial win-win. It's not the total answer to the whole complicated problem, but it's a
good start.

Eadie, R. Frank

The -- so we're more than grateful to see the EPA at very long last and, you know, it's -- | can't
count the number of years that I've been involved in promoting better CAFE standards for the
country, and it's -- you know, I'm really, really grateful that finally the President has decided that
we're going to have that happen, at least -- and we want to make sure that it does happen, so let
me applaud that standard over miles per gallon and that's a giant, a real important change, it
probably is not nearly [OAR-2009-0472-4621, p.169] enough, but it's a major improvement, and
it's something that we're all very grateful for the President's action and your following up on it.
[OAR-2009-0472-4621, p.170]

Ecology Center
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The Ecology Center is pleased to be here today and to provide support for the proposed rule
making to establish Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate
Average Fuel Economy Standards. [OAR-2009-0472-4068,p.1]

The Ecology Center has for many years been an advocate for strong fuel economy standards for
cars and light trucks. But we have also advocated that such standards be developed in a way that
helps advance new investments in U.S.-manufacturing, protects jobs, and fairly distributes the
costs across the industry. We believe this approach is the best way to achieve a sustainable
policy that builds public support while also protecting the environment and improving energy
security. [OAR-2009-0472-4068,p.1]

The Ecology Center committed itself to these ideals when it created a special project called the
Green Machines Tour, which was aimed at building public awareness about the many positive
benefits of new investments in advanced fuel economy technologies. We focused on the auto
producing region here in the Midwest, and spent many hours on the road speaking with
community members, union leaders, and elected officials about the fuel-efficient technologies
that were either already being used in today's vehicles, or that were on the drawing boards, and
how they were helping their communities. We identified billions of dollars in new or planned
investments, and the creation or retention of thousands of auto sector jobs. We also discussed
how new policies to require improved vehicle fuel economy could help ensure even greater
opportunities for new jobs and economic development in this vital industry. [OAR-2009-0472-
4068, p.1]

Almost without exception, the people we talked with were in support of advancing new fuel

economy policies. However, they did want assurances that the rules would be developed in a
way that was fair for their community and their industry, and that protection of existing jobs

would be strongly considered. [OAR-2009-0472-4068, p.1]

In summary, the Ecology Center supports the proposed rules and believes that they achieve the
desired balancing of interests for fairness and cost-effectiveness, while also requiring significant
and meaningful reductions of CO2 emissions and petroleum use. It is our hope that these new
rules can help to set the U.S. automobile industry on a new course for success-at least in terms of
improved fuel economy. [OAR-2009-0472-4068, p.2]

Environment Michigan

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number OAR-2009-0472-6185, pp. 64-67.]]

The administration deserves great credit for taking this historic step to cut global warming
pollution, make America more energy independent, and help make Detroit a leader in clean
vehicle technology. We applaud the administration's overall effort and your individual
contributions.

I'll make three main points in my testimony. First, oil dependence and global warming are
urgent and interrelated problems that demand bold policy solutions. Second, this proposal is a
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good first step but must be strengthened to meet President Obama's goals for reducing pollution
and saving oil. And, third, the proposal is evidence that the Clean Air Act works in addressing
global warming pollution.

America is at an energy crossroad. As a nation, we are heavily reliant on oil and other fossil fuels
at a time of growing demand and dwindling supply. Our dependence on fossil fuels continues to
impose massive environmental, economic, and security costs. Now our country must choose
between paying to continue the status quo and investing in a clean energy future.

America spends nearly $1 billion each day importing oil. Those funds are a direct transfer of
wealth from America's pocketbooks to oil companies and foreign governments. These figures do
not include the untold damages to our environment, health, and security resulting from the
production and use of oil. A report released this week by the National Academies of Sciences
quantifies just a portion of these damages; it estimated that energy use in motor vehicles
produced $56 billion in health and other nonclimate-related damages in 2005 alone.

Light-duty vehicles alone account for about 40 percent of all U.S. oil consumption.

At the same time, pollution from the production and use of oil is a leading source of air pollution,
water pollution from spills, and global warming pollution.

With respect to global warming, the impacts on human and natural systems are now being
observed nearly everywhere. In 2007, the Nobel Prize- winning U.N. Intergovernmental Panel
on Climate Change predicted serious risks and damages to livelihoods, human infrastructure,
societies, species, and ecosystems unless future warming is substantially reduced. So far this
decade emissions, warming, and impacts, such as ice melt and sea level rise, have all been at the
upper end of IPCC projections.

To meet the challenge of global warming, we must transform the ways America and the rest of
the world produce and use energy, achieving dramatic improvements in the efficiency with
which we use energy in our vehicles, homes, and businesses and moving to clean, renewable
energy, such as wind solar power.

This challenge also brings enormous opportunity. Vastly improving the efficiency of our
economy and moving to renewable energy will reduce our dependence on oil, help revive our
economy, and create millions of green-collar jobs in many fields, including in the auto industry.

Mobile sources emitted more than 30 percent of all U.S. global warming emissions in 2006 and
have been the fastest-growing source of U.S. global warming emissions since 1990. Light-duty
vehicles are responsible for nearly 60 percent of all global warming emissions from mobile
sources.

As a first step to address America's oil dependence and global warming, these proposed vehicles
standards are a good beginning. The proposal will raise the fuel economy of the passenger
vehicle fleet to an average of 34.1 by 2016, accelerating the goals in the 2007 energy bill by four
years. In addition, the proposal sets the first-ever Federal standards to reduce global warming
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emissions from new passenger vehicles -- requiring a fleet average of 250 grams carbon dioxide
equivalent per mile in 2016. Importantly, these standards establish a foundation for more
stringent standards in the future that will do even more to curb global warming and to wean the
country from its dependence on oil.

The proposal makes clear that auto manufacturers can meet these proposed standards by utilizing
technologies that are already available today. Requiring the more widespread adoption of clean
technologies will help spark the technology innovation necessary for automakers to successfully
compete in the global economy and thereby contribute to a strong local and domestic economy.

[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, pp. 69-70.]]

Finally, I want to point out that this proposal is strong evidence that the Clean Air Act is
effective in addressing global warming pollution from vehicles.

The Clean Air Act allows California to set auto emission standards that are stronger than Federal
standards and other states to adopt California's auto emission standards. Over the last 40 years,
California has consistently demonstrated leadership in developing and implementing standards to
curb pollution from motor vehicles, as is the case with the state's first-of-their-kind standards to
reduce global warming emissions from new vehicles.

Thirteen other states and the District of Columbia adopted these California standards
representing about 40 percent of the light-duty market. And the states' program gave rise to the
proposal that is before us today.

We applaud the states that spearheaded the drive for cleaner cars. We wouldn't be here today if
it weren't for their trailblazing efforts to reduce our oil dependence and curb global warming.

This process worked for conventional pollutants, and it works for the pollutants that are fueling
global warming.

In closing, we commend the administration for proposing these historic standards to reduce
global warming pollution, make America more energy independent, and help our country regain
its edge as a technology leader. We urge you to strengthen and finalize the rule.

Environment New Jersey

I definitely appreciate the opportunity to testify today. The Obama Administration deserves great
[OAR-2009-0472-4621, p.66] credit for taking this historic step to cut global warming pollution,
to make this country more energy independent and finally to make America a leader in clean
vehicle technology. We applaud the Administration's overall effort and your individual
contributions. [OAR-2009-0472-4621, p.67]

Environmental Defense Fund
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I. THE PROPOSED STANDARDS ARE A VITAL STEP IN FORGING COMMON GROUND
AMONG DIVERSE INTERESTS AND MOVING THE NATION FORWARD TO ADDRESS
GREENHOUSE GASES AND IMPROVE FUEL ECONOMY.

There are dual national security benefits from EPA’s proposed action: reducing America's
reliance on foreign oil and beginning to address climate-disrupting emissions that will exacerbate
geopolitical instability. Military experts have pointedly recognized these dual policy imperatives.
A report commissioned by the Pentagon states that “It is quite plausible that within a decade the
evidence of an imminent abrupt climate shift may become clear and reliable. . . . Disruption and
conflict will be endemic features of life.” Commander Jeffrey W. Eggers, former director for
combating terrorism at the National Security Council, stated that “the seemingly intractable
problem of U.S. dependence on foreign oil is a pre-eminent national security threat . . ..” A CNA
Military Advisory Board report came to a similar conclusion, finding that “[o]ur dependence on
foreign oil reduces our international leverage, places our troops in dangerous global regions,
funds nations and individuals who wish us harm, and weakens our economy; our dependency
and inefficient use of oil also puts our troops at risk.” The Government Accountability Office has
also sounded the alarm, warning that “without dramatic change, the nation will become ever
more reliant on imported oil and natural gas with attendant threats to national security.” [OAR-
2009-0472-7285.1, pp. 3-4]

The national security risks created by heavy dependence on foreign oil require broadscale
changes throughout the economy. Speaking before the Senate Foreign Relations Committee,
Retired Vice Admiral Dennis McGinn declared: Energy security and a sound response to climate
change cannot be achieved by pursuing more fossil fuels. Our nation requires diversification of
energy sources and a serious commitment to renewable energy. Not simply for environmental
reasons—for national security reasons. [OAR-2009-0472-7285.1, p. 4]

As our military leaders have noted, “[o]ur only choice is whether we’re going to make the
decisions [on reducing our dependence on oil] forcefully and in a timely manner. We could lag
and then we’ll find ourselves in a much more serious situation, when all of these other costs
come on us.” [OAR-2009-0472-7285.1, p. 4]

The cost of delaying action is high: “We will pay to reduce greenhouse gas emissions today . . .
[o]r we will pay the price later in military terms. And that will involve human lives.” The
proposed regulations are an important part of necessary, immediate action to reduce emissions.
“Each of us can help end America’s addiction to oil. Using less fuel in our cars and trucks
reduces overall demand . . . . These steps, taken individually, may seem small. Collectively, they
can make us more secure.” [OAR-2009-0472-7285.1, p. 4]

[Following comments are from LA Testimony, OAR-2009-0472-7283 p.72-79]
There is good reason for hope. The proposal for cleaner cars at issue today represents an
important step forward in addressing the grim impacts of a changing climate, but to secure

these critical benefits, the final standards must be rigorous and well designed. We examine
some elements of the proposal that warrant close attention.
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[[These comments were submitted as testimony at the Detroit public hearing. See docket number
EPA-HQ-OAR-2009-0472-6185, pp. 114-117]]

America is a vast and diverse nation. But despite our differences, we are united by unyielding
and common bonds. We are united in a commitment to our nation's security. We stand together
in our quest to realize a shared prosperity for all Americans. And we are steadfast -- as a nation
of mothers, fathers, grandparents, uncles and aunts -- in our vigilance for a safe and healthy
future for America's children.

On May 19th the President of the United States charted a path forward for our nation that ended
years of discord and division. The President forged an accord on cleaner cars to begin breaking
our addiction to foreign oil, to pioneer the clean energy technologies that will lead the way in the
21st Century global marketplace, and to start reducing the global warming pollution that imperils
our planet.

We sincerely thank the President and the leaders in labor, business, and state government who
worked together to break this logjam -- the United Auto Workers, the Alliance of Automobile
Manufacturers, and the numerous states involved from California to Maine.

By virtually any metric, the benefits of the EPA and Department of Transportation proposal to
implement the Presidential accord measure up.

The proposed standards strengthen our national security. The vehicles subject to these proposed
standards are responsible for about 40 percent of all U.S. oil consumption. The standards would
reduce our consumption of oil by 1.8 billion barrels while achieving a 5 percent annual
improvement in fuel efficiency for the nation's passenger vehicle fleet.

The proposed standards reduce global warming pollution from a significant and rapidly rising
sector. The vehicles covered by the proposed standards account for 60 percent of heat-trapping
emissions from the transportation sector and about 20 percent of all U.S. heat-trapping gases.
These emissions have steadily increased by more than 1 percent annually. The EPA estimates the
proposed standards would cut carbon dioxide pollution from passenger vehicles approximately
21 percent by 2030, reducing emissions by 950 million tons.

The proposed standards will provide dividends in fuel savings at the pump for America's
families. The estimated overall cost savings over the life of the vehicle are more than $3,000.
And families who finance a new vehicle purchase are expected to save estimated $12 to $14 a
month over the duration of the loan.

While these numbers mark progress for our nation, the benefits of the proposed standards are far-
reaching in their measure.

The proposal embodies the first national standards to limit global warming pollution. We
applaud the President and the leadership at the Environmental Protection Agency for taking
landmark steps to reduce heat-trapping gases and for following the law enunciated by the United
States Supreme Court.
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The proposal weaves the innovative state clean car programs, the nation's clean air laws, and the
nation's fuel economy laws into a single national policy that reduces global warming pollution
and improves fuel efficiency through the clarity and certainty of an integrated program.

The proposal provides compliance flexibility that will ensure consumers will have a full range of
vehicle choices.

And while the proposed standards can be achieved with today's available technologies, the
proposal also lays the foundation for new innovative technologies that will pave the way for
additional progress in the next phase of clean car standards. And it is these advanced clean car
technologies that will position our nation as a leader in the global economy.

We recognize the challenges ahead in completing this proposal to ensure a rigorous and balanced
outcome. Environment Defense Fund, respectfully, will submit written comments offering our
recommendations to ensure the final standards are protective and well-designed. The
fundamental promise of the Presidential accord and the charge for the Environmental Protection
Agency and Department of Transportation in finalizing the proposed standards -- is to strengthen
our nation's common bond by uniting America to achieve profound and lasting progress in
national security, climate stability and economic opportunity. We hope this policy initiative is
the first of many steps in realizing that promise.

[Environmental Defense Fund also submitted these comments as testimony at the New York
public hearing, See docket number EPA-HQ-OAR-2009-0472-4621, pp. 118-119.]

Epps, Jennifer

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283, pp.205-206]

I think we desperately need clean, fuel-efficient vehicles, and I think we deserve them.
Taxpayers fund the construction of roads and highways. We fund the maintenance of those roads
and highways. We fund the administration of them through the DMV. We fund the policing of
them.

So | think it's high time; we've waited long enough. Automakers have been dragging their feet
for about 25 years, and these new proposals would be the first serious improvements to fuel
economy in two decades.

Ford Motor Company

Ford supports the overall manner in which the agencies have proposed to harmonize the
greenhouse gas emissions and CAFE regulatory framework. The proposal brings together a
range of compliance mechanisms such as improvements to vehicle fuel economy, improvements
in air-conditioning systems designed to minimize refrigerant leakage (another potential source of
greenhouse gases) and advanced technology vehicles that can run on biofuels and electricity.
Taken together, the broader elements of this harmonized national program provide a more
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efficient compliance framework compared to individual state programs or potentially
overlapping federal and state programs. [OAR-2009-0472-7082.1, Cover letter, p. 1]

[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.90-96] [Following
comments are also from Detroit Testimony, OAR-2009-0472-6185 p.13-17] [Ford also
submitted these comments as testimony at the New York public hearing, See docket number
OAR-2009-0472-4621, pp. 26-31.]

We commend the efforts of both agencies in this difficult task to develop harmonized
greenhouse gas emissions and CAFE standards for passenger cars and light-duty trucks, and we
are committed to working with you to finalize these regulations.

Turning now to the proposed rulemaking, Ford supports the manner in which the agencies
have proposed to harmonize the greenhouse gas emissions and CAFE regulatory framework
which is a broader program compared to what was outlined in the 2007 Energy Independence
and Security Act.

It brings together a range of compliance mechanisms such as improvements to vehicle fuel
economy, improvements in air-conditioning systems designed to minimize refrigerant leakage,
another potential source of greenhouse gas emissions, and advanced technology vehicles that can
run on biofuels and electricity.

It also maintains separate car and truck footprint-based targets which Ford and the industry have
supported given that cars and trucks have different functional characteristics whether they have
the same footprint or not.

Taken together, the broader elements of this one national program provide a more
efficient compliance framework compared to individual state programs or potentially
overlapping federal and state programs.

General Motors

GM supports the joint proposal from EPA and NHTSA to address 2012 to 2016 model year
vehicles. We commend the technical staffs of both agencies with working together on this
highly complex issue to produce what appears to us to be a very harmonized approach with the
two Federal programs that will regulate fuel economy and greenhouse gas emissions. We also
want to thank the agencies for leadership that the Federal Government is showing in trying to
minimize the disruptive impacts of having multiple programs at State and Federal levels. (OAR-
2009-0472-6185, p.10)

It is our view that this rule represents a dramatic opportunity to advance our mutual goals of CO2
reduction and increased energy diversity while respecting customer choice. But even after this
rule is finalized, more work will remain on the policy front. This rule only gets us to 2016.
(OAR-2009-0472-6185, p.12)
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We do urge both EPA and NHTSA to keep all stakeholders at the table and immediately begin
work on the next phase of what we would call an ongoing national strong program. And | will
tell you right now from a GM perspective, we are prepared to engage in that process today.
(OAR-2009-0472-6185, p.12)

General Motors (GM) supports the joint proposal from EPA and NHTSA to address the fuel
economy and greenhouse gas emissions of 2012-2016 model year vehicles. The proposal is
consistent with the intent of the May agreements with the administration. We commend the
technical staffs of both agencies for working together on this highly complex issue, and
appreciate their efforts to produce a harmonized approach for federal regulation of vehicle fuel
economy and greenhouse gas emissions. We further commend the agencies for the leadership
that the federal government has shown in trying to minimize the disruptive impacts of having
multiple programs at the federal and state levels. While this rule represents a dramatic
opportunity to advance our mutual goals of CO, reduction, increased energy diversity and
respecting customer choice, even after this rule is completed, more work will remain on the
policy front. We urge both EPA and NHTSA to move quickly to keep all stakeholders at the
table and work on the next phase of an ongoing, strong National program. All voices -- the states,
the automakers, the environmental organizations, and the energy providers -- are essential for
this to happen. Ultimately, we will need strong leadership at the federal level with an integrated
and coordinated approach that addresses infrastructure, vehicles, fuels and consumer behavior, as
well as all other sectors of the economy. This proposal is a positive first step and a good
foundation on which we can all build, but we cannot rest on our laurels. [OAR-2009-0472-
6953.1, pp.2-3]

[The following is from LA Testimony, OAR-2009-0472-7283, pp.55-59]

First, let me underscore that GM supports the joint proposal from EPA and NHTSA to address
the 2012 to 2016 model year vehicles. We commend the technical staffs of both the agencies for
working together on this highly complex issue to produce what appears to be a very harmonized
approach for the two federal programs that will regulate vehicle fuel economy and greenhouse
gas emissions.

We also want to thank the agencies for the leadership that the federal government is showing

in trying to minimize the disruptive impacts of having multiple programs at both the federal and
state levels. We are especially pleased that we are able to testify today in support of the approach
that is being proposed rather than saying no to a patchwork of state programs.

Among the highlights of the proposal are, one, the coordinated attribute-based approach of

the two programs; and, two, the recognition of the need for mechanisms that provide for
compliance flexibility in the face of uncertainty over future technology developments and costs,
customer acceptance of these technologies, and the price of fuels that consumers may see in the
marketplace.

This proposal is a positive first step and a good foundation on which we can all build, and

GM intends to provide some detailed technical written comments to enhance the clarity and
harmonization of this joint effort and program. And as we have from the start, we just would like
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to reiterate our commitment to working with the agencies, the states, and other interested parties
to make this a success.

Georgia Department of Natural Resources

We commend the U.S. Environmental Protection Agency (EPA) for working closely with the
National Highway Traffic Safety Administration (NHTSA) to develop a rule that will result in
significant improvements in fuel economy. Our nation needs energy security and reduced
emissions and we support these goals. [OAR-2009-0472-7150.1, p.1]

Glasser, Mark

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283, pp.201-205]

And so | bring these personal things up just to note the importance of what you're doing and the
wonderful job that has been started here, and I do thank you guys for coming here and for
listening to all of us.

Honda Motor Company

American Honda Motor Co., Inc. (“Honda”) appreciates the efforts made by EPA and NHTSA to
develop a single national program to address motor vehicle greenhouse gas emissions and fuel
economy and welcomes the opportunity to provide its comments on the Notice of Proposed Joint
Rulemaking (the “NPRM?”), dated September 28, 2009. [NHTSA-2009-0059-0095.1, p.2]

Honda supports the overarching goal of the NPRM, which is to establish a “coordinated and
harmonized approach” to implementing the Clean Air Act’s mandate that EPA regulate motor
vehicle emissions, and the mandate in the Energy Policy and Conservation Act (EPCA) that
NHTSA regulate motor vehicle fuel economy. [NHTSA-2009-0059-0095.1, p.2]

[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.96-103]

This NPRM represents a significant, positive step forward, and we appreciate the efforts of
everyone involved to create more harmonized national standards. Honda has long advocated
for higher fuel economy standards and, by inference, lower greenhouse gas emissions as well as
a single national standard.

Until the White House agreement, the automobile industry was facing fragmented, conflicting,
and burdensome regulation of fuel economy and greenhouse gases. The regulations in California
and adopted by 12 states and the District of Columbia compared to NHTSA's CAFE

regulations differed in terms of testing requirements, vehicle category definitions, and
stringency.

The White House agreement, in Honda's view, represents a great step forward in the much
needed regulation of greenhouse gases. The agreements signal wide consensus that the interests
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of the country are best served by starting a greenhouse gas regulation and by a national
implementation of that regulation.

Honeywell International, Inc.

Honeywell supports EPA and NHTSA in its historic effort and has offered the agencies solutions
to better reflect the direct and indirect emissions associated with mobile A/C Systems. [OAR-
2009-0472-7206.1, p.10]

Honeywell Transportation Systems

HTS commends the Environmental Protection Agency (‘'EPA") and the National Highway Traffic
and Safety Administration (NHTSA) in their historic effort to reduce greenhouse gas (GHG')
emissions from mobile sources and reduce oil consumption through improvements in fuel
economy. We recognize the vast challenge before the two organizations and applaud the
development of a workable solution that protects the environment while providing flexibilities
important to maintaining a viable automotive industry. The Proposed Rulemaking presents a
framework that should be economically practicable and successful in achieving these challenging
goals. Please continue this important work and ensure a harmonized national standard is
maintained to secure the future health of an industry that is so integral to domestic and global
economies. [OAR-2009-0472-7165.1, p.2]

We respectfully submit comments with the view that the Proposed Rules should encourage
compliance with rules and policy objectives while remaining technologically neutral. We believe
that the enacted rules should ensure fair treatment of innovators, foster the development of new
and more effective technologies, and not simply favor currently popular technologies. Setting
clear standards and selection criteria without prescribing specific solutions will inspire
innovation that will stand the test of time. [OAR-2009-0472-7165.1, p.2]

We urge EPA and NHTSA to ensure that decisions taken pursuant to the final Rule incorporate
the best available data on technology performance, vehicle usage, and geographic considerations.
Through these comments and suggestions, we strongly encourage measurable, efficient solutions
that improve fuel economy and reduce GHG emissions. [OAR-2009-0472-7165.1, p.2]

Hyundai Motor Company

The improvement of fuel economy and control of GHG are very important issues to Hyundai. In
our 2008 comments on the proposed NHTSA MY 2011 through 2015 CAFE standards Hyundai
recognized California for beginning a critical national debate on fuel economy and GHG policy.
Moreover, we supported early implementation and a faster ramp up to NHTSA's then 2020 fleet
fuel economy target of 35.0 miles per gallon (mpg) under the 2007 Energy Independence and
Security Act. That same year, Hyundai became the first automaker to pledge to achieve 35 mpg
by 2015 . On November 20, 2009, EPA's 2009 Fuel Economy Trends Report 2 shows that
Hyundai is now the industry leader in brand fuel economy performance for MY 2008 and 20009.

[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.67-72]
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[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, pp. 79-80.]

First I want to clearly state that the improvement of fuel economy and the control of greenhouse
gases are very important issues for Hyundai, and we appreciate the opportunity to testify here
today.

That same year, we became the first automaker in America to pledge that we would meet the
then 35-mile-per-gallon rule by 2015, not 2020. The fuel economy regulations have now
changed, but our goal remains the same. We've become the industry's fuel economy leader
propelled by our Hyundai Blue Drive initiative.

Hyundai applauds this joint NHTSA-EPA rulemaking exercise here. It represents unprecedented
regulatory cooperation. It seeks a national solution for reducing greenhouse gas emissions and
improving fuel economy of motor vehicles, and it works toward a global solution for addressing
climate change.

A unified program allows manufacturers to develop a concerted and cost-effective way to

work in the development of advanced technologies. We believe that a single national program is
the most efficient and practical approach now and in the future. This is a global and a national
problem and should be addressed on a national basis.

Insurance Institute for Highway Safety (I11HS)

ITHS supports NHTSA’s efforts to increase fuel economy while maintaining vehicle safety
through the use of an attribute-based system. [NHTSA-2009-0059-0125.1, p.1]

International Council on Clean Transportation

This proposed rule takes a giant step towards catching up with vehicle efficiency in Europe,
Japan, and other nations (see graphic below) and will enhance U.S. credibility worldwide. We
applaud EPA and NHTSA, along with California, the Administration, and the vehicle
manufacturers, for taking the first steps along the road to a sustainable transportation

system. There are tremendous opportunities to dramatically reduce climate change emissions
from passenger vehicles in the coming years and it is essential to continue this progress in the
future. Long-term goals need to be set, so that manufacturers have consistent, long-term signals
to help them develop future technologies and product plans. This is especially important in the
context of the recession, with companies reorganizing and investment dollars in short supply.
ICCT supports a strong Federal rule and recognizes and applauds the constructive role that
California has played in building the technical and public support for this critical rulemaking.
We urge all parties to continue the process and set aggressive standards for 2017 and beyond.

ICCT strongly supports the proposed program stringency.

[OAR-2009-0472-7156.1, pp.1-2]
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Kia Motors

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283, pp.169-170]

The joint EPA/NHTSA proposal is also important to Kia because it works towards the
only meaningful resolution of these issues, which is a global solution of addressing climate
change and energy security.

Kia strongly believes that a single national program to regulate greenhouse gas emissions and
improve the fuel economy of motor vehicles is the most efficient way and practical approach
now and in the future.

We strongly encourage dialogue between California, EPA, and NHTSA on the creation of post-
2016 model year national standards and look forward to participating in such discussions.

In addition to supporting an overall goal of a national program, we also support the
various compliance flexibilities outlined in the joint proposal, including credit transfers and
trading, credit for advanced technologies, and early credits.

These mechanisms are important to provide a cost-effective means of achieving the
standards. This is of particular importance to Kia due to our specific customer need for
affordable quality vehicles with long-term warranties.

Lance Tunick

[[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283, pp. 140]]

I would also like to start off by saying that | fully support a GHG standard that makes SVMs do
their fair share and that does not give them a free ride.

Such an approach is already taken by both NHTSA in its CAFE program as well as by the
European Union where, in both cases, an SVM can obtain an alternative standard determined on
a case-by-case basis and based on feasibility.

League of Women Voters of South Carolina (LWVSC)

Thank you for the opportunity to share our viewpoints on this very important matter. We fully
support and appreciate your efforts by requesting that the new rules and standards be
implemented as soon as possible. [NHTSA-2009-0059-0137, p. 2]

Please allow this letter to serve as a comment on the above matter from the League of Women
Voters of South Carolina (LWVSC). Though we understand fully that the comment period on the
above issues ended in late November we are nonetheless compelled to share our voice on this
issue. [NHTSA-2009-0059-0137, p. 1]
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LWVSC is very disappointed that South Carolina Department of Health and Environmental
Control (SCDHEC), our state's own environmental protection agency, failed to take sufficient
care in expressing their concerns and disagreement with the federal rules to control greenhouse
gas pollution that contribute to climate change. [NHTSA-2009-0059-0137, p. 1]

Some of SCDHEC's concerns related to program implementation costs may be legitimate.
However, LWVSC believes that program costs should be weighed against what South Carolina
could face in terms of environmental and public health consequences should the new rule not
become law. As a coastal state we are continuously challenged by extreme weather conditions
such as hurricanes, tornadoes, drought, and rising sea levels. LWVSC would also argue that
SCDHEC's comments regarding the program's potential impact on the South Carolina economy
is neither evidence-based nor within SCDHEC's scope of responsibility for comment. [NHTSA-
2009-0059-0137, p. 1]

LWVSC is unsure whether SCDHEC's comments do or do not support consideration of the
regulatory action, or even whether they support any action to control greenhouse gas emissions.
If the intent of SCDHEC's comments is to be non-supportive of the final rule for the
Endangerment and Cause or Contribute Findings for the Greenhouse Gases Under Section 202
(@) of the clean Air Act (Federal Register, December 15,2009), then LWVSC believes that
SCDHEC has made a serious mistake and its comments are unacceptable for protecting the
public health and environment of South Carolina. [NHTSA-2009-0059-0137, p. 1]

While LVWSC supports new federal legislation on greenhouse gases, there is no assurance at
this writing that such legislation will pass in the near future. In short, the only protection we can
expect for the residents of South Carolina will be the minimum federal environmental and health
standards passed down to the respective states because of our own state agency as shown in their
comments to you, will not adopt any stronger regulations even when negative outcomes are so
evident. [NHTSA-2009-0059-0137, p. 2]

Lee Auto Components

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, pp. 123-124.]]

After all these years, | couldn't be more believed and proud that Detroit finally stands with the
Obama administration in an effort to raise fuel economy standards and restrict greenhouse gas
emissions.

Magavern, Bill

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283, p.180]

So | see this as being a huge step forward for our country as we grapple with global warming and

decreasing our energy dependence. And | say this as someone who has been involved in this
issue for over 20 years now.
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So we really thank President Obama for taking the bold action he did earlier this year in basically
aligning national standards with California standards, recognizing California’s leadership,
bringing the automakers into the tent, and moving forward on this very important regulation.

I'm very impressed in your analysis that you're showing a benefit-to-cost ratio of over four to one
from this rule, which is very impressive, and we actually think it could be higher because we
think that your analysis understates the social cost of carbon. We do urge you to do another
assessment because we think you're underestimating the social cost of carbon.

Manufacturers of Emission Controls Association

In conclusion, MECA commends EPA for taking important steps to reduce greenhouse gas
emissions and improve fuel economy from light-duty vehicles. MECA believes that a variety of
advanced powertrain options are available for reducing carbon dioxide emissions from passenger
vehicles and light-duty trucks. [OAR-2009-0472-7108.2, p.11]

MECA believes that EPA should include black carbon emissions as part of its overall greenhouse
gas emission control strategy. [OAR-2009-0472-7108.2, p.7]

Mass Comment Campaign (13,829) (Union of Concerned Scientists)

I applaud your combined efforts to implement the national clean car standards announced by
President Obama. These standards are a win for U.S. drivers, whose gasoline savings will
outweigh any increased costs for vehicle technology developments. Indeed, your own analysis
shows that automakers could reach significantly higher efficiency standards than those proposed
and still save consumers money. [OAR-2009-0472-3906, p.1]

But 30 years without any significant change in fuel economy standards has shown that only a
strong rule will ensure that clean car choices become a reality. Past loopholes to fuel economy
rules, such as allowing automakers to reclassify cars as 'light trucks' to decrease fuel economy
requirements and incorporating weight thresholds that allowed gas guzzlers like the Hummer to
evade all fuel economy regulations, helped to create the current environmental and economic
predicament the automobile industry finds itself in. [OAR-2009-0472-3906, p.1]

The final clean car rule must guard against any potential loopholes or other efforts to weaken the
effectiveness of the standards. Creating a strong national program will fulfill the president's
commitment, provide U.S. consumers with clean vehicle choices, and allow the struggling auto
industry to emerge as the model for a clean energy economy. [OAR-2009-0472-3906, p.1]

Mass Comment Campaign (18,583) (unknown organization)

I support the proposed EPA - NHTSA rule to set strong global warming pollution standards for
personal vehicles. This landmark rule would:

-- Limit greenhouse gas pollution from automobiles;
-- Improve fuel efficiency by about 5% annually;
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-- Reduce fleet-wide greenhouse gases 19% by 2030; and

-- Cut carbon dioxide emissions by an estimated 950 million metric tons and 1.8 billion barrels
of oil over the lifetime of the vehicles sold under the program (model years 2012-2016). [OAR-
2009-0472-3907, p.1]

Global warming is the most serious environmental threat facing the planet today. Americans face
a wide variety of public health threats, from the spread of infectious diseases to worsening air
quality to more intense weather events heat waves, floods, droughts. [OAR-2009-0472-3907,

p.1]

I applaud EPA and NHTSA for setting the first greenhouse gas emissions limits in American
history and encourage the Obama administration to continue to find ways to curb the pollution
that causes global warming. [OAR-2009-0472-3907, p.1]

Mass Comment Campaign (19) (unknown organization)

Thank you for your efforts to implement the national unified fuel economy standards announced
by President Obama. I applaud your efforts to issue strong standards while also protecting jobs in
the domestic auto industry. We must design these regulations in a way that fairly distributes the
burdens across the industry so we can create new jobs while we move forward with reducing
carbon pollution and enhancing energy security. [OAR-2009-0472-5748, p.1]

Also, the final rule must guard against any potential loopholes or other efforts to weaken the
effectiveness of the standards. Creating a strong national program will provide U.S. consumers
with clean vehicle choices and allow the struggling auto industry to emerge as the model for a
clean energy economy. [OAR-2009-0472-5748, p.1]

Mass Comment Campaign (2,332) (unknown organization)

I urge that you protect the greenhouse gas and fuel economy standards for passenger cars and
light trucks from being undermined by the various credits being offered. [OAR-2009-0472-5747,

p.1]

Automakers have been dragging their feet in making improvements in fuel economy for 25
years. There is ample technology ?on the shelf? to meet the proposed standards without unduly
burdening the industry. If automakers had acted to build more efficient cars and trucks,
consumers would not have been hit as hard by $4-a-gallon gas a little over a year ago. It is time
to put fuel efficient vehicles people want to buy on the market. [OAR-2009-0472-5747, p.1]

President Obama set a goal in May to put us on a path towards reduced greenhouse gas
emissions and oil consumption. | urge that every effort be made to ensure the president's goal
comes to fruition. [OAR-2009-0472-5747, p.1]

Mass Comment Campaign (27,307) (Alliance for Climate Protection)
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The Alliance for Climate Protection commends the Environmental Protection Agency (EPA) and
National Highway Traffic Safety Administration (NHTSA) in their efforts to propose regulations
to limit greenhouse gas emissions and improve fuel economy from automobiles and light trucks .
These measures are important to limit global warming pollution, reduce America's dependence
on foreign oil, revitalize the US auto industry, and save consumers money at the gas pump.
[OAR-2009-0472-7295, p.1]

The Alliance informed its members about this proposed rule, and provided them with an
opportunity to support the draft regulation. Interested members expressed support for the
proposal by submitting signing on to a shared statement to serve as public comments to EPA and
NHTSA. [OAR-2009-0472-7295, p.1]

The statement is: 'l support efforts to strengthen fuel efficiency standards that will reduce
pollution and revitalize our auto industry.' [OAR-2009-0472-7295, p.1]

In total, 27,307 Alliance members endorsed the petition. [OAR-2009-0472-7295, p.1]

The Alliance for Climate Protection supports the intent of the proposed rule and encourages EPA
and NHTSA to finalize a rule that includes the most stringently constructed fuel economy
standards and mandatory greenhouse gas tailpipe limits that will maximize fuel savings and
minimize greenhouse gas pollution. [OAR-2009-0472-7295, p.1]

Mass Comment Campaign (32,918) (Sierra Club)

| applaud Environmental Protection Agency and National Highway Traffic Safety
Administration for proposing standards that will make our cars and trucks cleaner and more
efficient. The vehicles sold under these standards will carry out President Obama's historic
announcement and save 1.8 billion barrels of oil, $193 billion in consumer gasoline costs, and
significantly reduce our greenhouse gas emissions. [OAR-2009-0472-5749, p.1]

I urge the EPA and the Department of Transportation not to let excessive credits and unneeded
flexibility keep us from reaching oil savings and emission reduction goals. Both agencies should
include a backstop that will ensure the auto industry meets the 2016 targets. As it stands now, if
automakers simply produce more gas guzzling trucks than the proposal predicts, we could end up
with more pollution and less oil savings. [OAR-2009-0472-5749, p.1]

These standards will help Detroit become a leader in green vehicles by putting the best of today's
technology to work and investing in future technologies, such as electric vehicles. But we need
to ensure that electric vehicle credits don't allow automakers to fail to clean up other vehicles in
their fleet. While electric vehicles don't have a tailpipe, producing the electricity used to power
an electric vehicle does emit greenhouse gases. The standards should treat electric vehicles
accurately. [OAR-2009-0472-5749, p.1]

I am excited about cleaner cars and applaud the Administration for proposing standards that are a

win for consumers, automakers, and the environment. Strong final rules will take vehicle
standards out of the 1970s and into the 21st century, laying a strong foundation for the cleaner
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vehicles we need to end our reliance on oil and curb global warming. [OAR-2009-0472-5749,
p.1]

Mass Comment Campaign (326) (Student PIRGS)

Thank you for the leading the way on global warming by proposing the first-ever federal
standards to reduce global warming pollution from cars and light trucks. This historic action will
reduce our nation's oil dependence, save consumers money at the pump, and cut global warming
pollution. [EPA-HQ-OAR-2009-0472-11293, p. 1]

Mass Comment Campaign (7,239) (unknown organization)

The president's 35 mpg by 2016 target will help me and all Americans play a stronger role in
curbing oil dependence and global warming pollution, and help in the transformation and
revitalization of our struggling auto industry. [OAR-2009-0472-3905, p.1]

As we know from 30 years of stagnation on national fuel economy, your plan will be the key to
ensuring that the president's stated goal -- 35 mpg by 2016 -- becomes reality. [OAR-2009-
0472-3905, p.1]

Significant past loopholes, such as allowing automakers to reclassify cars as 'light trucks' to
decrease fuel economy requirements and incorporating weight thresholds that allowed gas
guzzlers like the Hummer to evade all fuel economy regulations, helped to create the current
environmental and economic predicament the industry finds itself in. [OAR-2009-0472-3905,

p.1]

Only a strong final plan that ensures the president's targets are met will deliver the clean car
choices, oil savings, and jobs that a transformed auto industry can bring. [OAR-2009-0472-3905,

p.1]

I look forward to seeing the Environmental Protection Agency and the Department of
Transportation working together to deliver and implement strong national clean car standards.
[OAR-2009-0472-3905, p.1]

Mercedes-Benz (Daimler AG)

We agree with the conclusion that the nation can't wait for the automobile industry to recover
before pushing forward on greenhouse gas reductions. In fact, our chairman often describes the
current crisis as an opportunity for strong companies like ours to refocus their investment and be
even stronger in a post crisis world, and so for that reason our [These comments were submitted
as testimony at the New York public hearing. See docket number OAR-2009-0472-4621, p. 48.]
company, Daimler, is moving full steam ahead, we have not reduced our investments in any way
and we expect to have significant improvements in our entire fleet across all of our vehicles in
the coming years. In this spirit, we are pleased to participate in this forum and lend our support to
this proposed rule. [These comments were submitted as testimony at the New York public
hearing. See docket number OAR-2009-0472-4621, p. 49.]
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Mitsubishi Motors R & D of America (MRDA)

Mitsubishi Motors strongly supports the development of a National Program to regulate light-
duty vehicle greenhouse gas emissions which reduces the regulatory burden upon Automakers
while significantly decreasing light-duty vehicle greenhouse gas emissions. In order to continue
Automakers’ efforts to comply with the National Program, Mitsubishi Motors urges EPA and
NHTSA to continue to work together to extend the National Program beyond MY 2016. [OAR-
2009-0472-7125.1, p.1]

Mitsubishi Motors applauds the joint rulemaking efforts of EPA and NHTSA, and specifically
supports the respective organization’s harmonization efforts under the National Program. [OAR-
2009-0472-7125.1, p.5]

[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.85-87]

Mitsubishi Motors supports the efficient and practical approach to achieving true greenhouse gas
reductions and fuel economy improvements, a single national standard.

This joint rulemaking by EPA and NHTSA is an important step of establishing a

cohesive national program to reduce greenhouse gases and improve fuel economy. This unified
program should allow manufacturers to develop cost-effective processes in meeting these
standards and deploying advanced technology vehicles.

Motor and Equipment Manufacturers Association

MEMA is encouraged by the collaborative effort between the National Highway Traffic Safety
Administration (NHTSA) and the Environmental Protection Agency (EPA) to improve fuel
economy and reduce emissions under one National Program. Compatible and consistent
standards allow vehicle manufacturers to focus their resources on investing in the best
technologies, which in turn, feeds the ability of the supplier base to advance development and
transfer research technologies into commercially viable products. MEMA and the supplier
industry are committed to policies that enable the introduction of new technologies needed to
support sustainable mobility. [OAR-2009-0472-7121.1, cover page]

The state of the nation's economy has severely challenged the motor vehicle industry and many
suppliers are facing huge financial shortfalls. MEMA is encouraged by the collaborative efforts
between the National Highway Traffic Safety Administration (NHTSA),

Environmental Protection Agency (EPA), and the State of California to approach GHG
emissions and fuel economy standards under one National Program with compatible, consistent
standards. MEMA strongly supports a uniform National Program based on GHG reduction and
increased fuel economy because it allows vehicle manufacturers to focus their resources on
investing in the best technologies available. This, in turn, feeds the ability of the supplier base to
advance development and turn research technologies into commercially viable products. [OAR-
2009-0472-7121.1, p.2]
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MEMA supports the approach taken by the Administration to bring together the light-duty
vehicle fuel economy standards and emissions standards into a joint National Program. A
uniform program not only allows vehicle manufacturers to invest in the appropriate technologies
their vehicles need to reach and exceed fuel economy and emissions targets, but also helps the
supplier base convert research technologies into commercially viable products. [OAR-2009-
0472-7121.1, p.13]

[See docket OAR-2009-0472-7121.1, p. cover page-2 for detailed introduction and p.12 for
detailed conclusion]

Mr. Richter - Environmental Capital Partners

The most obvious is environmental, which encompasses human health and quality of life. It's
fairly obvious if we drive the same number of miles and produce less tailpipe emissions, of
course, we're going to help out the ecological systems and our societies in general. | think you've
all seen the National Academy of Sciences recently released report describing it's estimated that
$120 billion worth of health cost of burning fossil fuels. These are real dollars, they're

real health concerns, and we can do an awful lot if we just eliminate a percentage of the
transportation pollution. [Comment submitted as testimony at the New York public hearing
EPA-HQ-OAR-2009-0472-4621, pp.159-160]]

So I will close in saying that raising CAFE standards is not the only answer to the many deep
and varied challenges that this nation and the world face, of course, but it is a simple proven,
relatively low cost method of combatting global warming, improving our competitiveness in the
auto industry, strengthen our energy security, stimulating our economy, and reclaiming our
moral standing in the international community. My suggestion and hope is that the EPA takes the
most aggressive approach possible and demands the highest standards in the world for the
American car industry as quickly as possible. Decades of ignoring this responsibility has left us
with no other choice but to learn from the past and much, much upside if we do. [OAR-2009-
0472-4621, p.164-165]

National Asphalt Pavement Association

As the national association representing the majority of asphalt pavement producers and
contractors, we commend the EPA and the NHTSA for working together to develop a rule that
will result in significant improvements in fuel economy. [OAR-2009-0472-7224.1, p.1]
National Association of Clean Air Agencies (NACAA)

Our association strongly supports timely and effective action to curb GHG emissions from light-
duty vehicles and, therefore, supports this proposal. [OAR-2009-0472-7071.1, p.1]

Global warming is the most pressing global environmental issue facing our generation. The
Intergovernmental Panel on Climate Change (IPCC) stated in 2007 that the evidence that global
warming is already affecting our planet is “unequivocal, as is now evident from observations of
increases in global average air and ocean temperatures, widespread melting of snow and ice, and
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rising global average sea level.” And since the IPCC report was released, even more compelling
research and evidence have accumulated demonstrating that we need to act now to reduce GHG
emissions. [OAR-2009-0472-7071.1, p.1]

As EPA data confirm, the mobile source sector is responsible for approximately 36 percent of
total U.S. GHG emissions, taking into consideration upstream transportation fuel emissions (such
as those associated with extraction, shipping, refining and distribution), as well as nonroad
mobile sources (including construction, farm and lawn and garden equipment). This level
exceeds electricity generation, which accounts for approximately 34 percent of total U.S. GHG
emissions. Given this significant contribution, a comprehensive regulatory strategy to reduce
GHG emissions from the mobile sector must be developed and implemented without delay.
[OAR-2009-0472-7071.1, p.1]

For this reason, NACAA applauds EPA and NHTSA for this landmark federal proposal which,
in addition to improving the fuel economy of cars and light-duty trucks, puts in place the first
ever national program for reducing motor vehicle GHG emissions. The proposed standards to
reduce GHG emissions from light-duty vehicles in model years 2012 through 2016 are a very
commendable first step forward in what must be an ongoing effort to make light-duty vehicles
and our nation’s entire mobile source fleet and fuels as clean and “green” as possible. [OAR-
2009-0472-7071.1, p.1]

We are confident that these standards can be implemented with success, given EPA’s proven 30-
year-plus track record of establishing and implementing motor vehicle emissions standards under
Title 11 of the Clean Air Act. The technical research and analysis that EPA has conducted
illustrate the agency’s thoughtful deliberation of various approaches for this program, leading to
a proposed set of national light-duty vehicle GHG emissions standards that can be achieved with
known and available technologies. [OAR-2009-0472-7071.1, p.2]

Moreover, the automobile manufacturers have endorsed the establishment of a national program
for vehicle GHG emissions standards and Corporate Average Fuel Economy standards. In
commitment letters signed on May 18, 2009, automakers and the trade associations that represent
them stated that they “recognize the benefit for the country of a National Program to address
GHGs and fuel economy and the historic announcement of EPA and NHTSA'’s intent to jointly
propose a rule to set standards for both. They further stated that they “fully support proposal and
adoption of such a National Program,” that they “welcome this opportunity to be a partner in
helping to advance a harmonized National Program” and that they “commit to working with EPA
and NHTSA, the states, and other stakeholders to help our country address global climate change
and the need to reduce oil consumption by developing this kind of strong, coordinated, national
program for the model years after 2016.” [OAR-2009-0472-7071.1, p.2]

[NACAA also submitted these comments as testimony at the New York public hearing. See
docket number OAR-2009-0472-4621, pp. 54-60.]

National Association of Manufacturers
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The NAM supports the Administration’s broader policy objectives of harmonizing vehicle
emission standards under a National Program and promotion of energy efficiency through
enhanced CAFE standards through the Department of Transportation (DOT). Not only does
establishment of national, uniform standards have the potential - if implemented correctly- to
create a climate of investment certainty necessary to make long-term business decisions, but
stronger energy efficiency objectives will also enhance domestic energy security, which is a key
policy priority for manufacturers. The NAM applauds the Administration’s objective to “mitigate
the additional costs that manufacturers would otherwise face in having to comply with multiple
sets of federal and state standards.” [OAR-2009-0472-7215.1, p. 2]

National Association of Manufacturers

NAM supports the Administration’s broader policy objectives of harmonizing vehicle emission
standards under a National Program and promotion of energy efficiency through enhanced CAFE
standards through the Department of Transportation (DOT). Not only does establishment of
national, uniform standards have the potential - if implemented correctly- to create a climate of
investment certainty necessary to make long-term business decisions, but stronger energy
efficiency objectives will also enhance domestic energy security, which is a key policy priority
for manufacturers. The NAM applauds the Administration’s objective to mitigate the additional
costs that manufacturers would otherwise face in having to comply with multiple sets of federal
and state standards. [OAR-2009-0472-7215.1, p.1]

National Automobile Dealers Association (NADA)

Ever since enactment of EPCA in 1975, NADA has supported the goal of continuous fuel
economy improvements, while recognizing the constraints inherent in any “push” approach to
improving motor vehicle fuel economy performance. Simply put, the ultimate success of any
policy directed at improving new vehicle fuel economy and GHG performance rests with
consumer new vehicle preferences. Unless and until consumers actually buy and use new
vehicles, the fuel economy and GHG emissions benefits associated with those vehicles cannot
and will not be realized. Prospective purchasers in search of personal transportation have
alternative choices to buying or leasing new vehicles. Specifically, they always may elect to hold
onto their existing vehicles longer or to turn to the used vehicle marketplace. Production
mandates resulting in vehicles with performance constraints or high prices will lead to lower new
vehicle sales. Thus, any National Program must incorporate feasibility and affordability as
essential elements designed to achieve the energy and environmental benefits associated with
fleet turnover. Of greatest importance for dealers, for energy security, and for the environment is
not what can be built, but what the motoring public is willing and able to buy. [OAR-2009-0472-
7182.1, p.2]

[National Automobile Dealers Association also submitted these comments as testimony at the
New York public hearing, See docket number OAR-2009-0472-4621, pp. 84-85.]

I'd like to commend you for working hard to try to design a single national fuel economy

standard that aims to avoid an unworkable patchwork of state-based laws. Coordinating the
regulatory efforts of two important federal agencies is a challenging task, especially given the
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important differences in each agency's statutory structures, mandates, goals and objectives. It is
in this light that today | will present three major points. [These comments were submitted as
testimony at the New York public hearing. See docket number OAR-2009-0472-4621, p. 80.]

Natural Resources Defense Council

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, pp. 18-19.]

NRDC applauds the creation of the National Program. The program is a historic step forward for
protecting the environment and helping consumers save money at the pump. It secures the
benefit of the California Vehicle Emissions Program while also giving consumers more clean
vehicle choices. The program represents a path forward on new vehicle standards that is clearly a
win for automakers, their workers, and the States. It's good for automakers because it gives them
certainty and lays the foundation for them to be more sustainable businesses in a future world of
volatile fuel prices and intensifying global warming. It is good for auto workers because a
stronger industry means more better paying jobs. The program is also good for the states
because it preserves their right to act to protect their local interests and citizens and it upholds
their tremendous value as laboratories for clean vehicle policy.

The joint proposal establishes an important policy partnership by aligning the fuel conservation
directive of the Energy Policy and Conservation Act with the pollution and health protections of
the Clean Air Act. The Supreme Court ruled in Massachusetts v EPA that the Clean Air Act is
the appropriate law for controlling carbon pollution and the Clean Air Act authority brings new
important perspectives to standards that reduce vehicle carbon emissions.

In addition to having health and welfare as primary drivers of the standards, the Clean Air Act
provides technology enforcing standards, and it includes the flexibility to set standards over
longer time frames. Unlike EPCA, which limits NHTSA to setting standards just five years into
the future, the Clean Air Act allows EPA to set longer term standards based on advanced, not
just incremental technologies. This approach increases regulatory certainty for automakers and
enables them to more effectively plan new technology in this strategic manner.

New York City Law Department

In light of the City’s unique vulnerability to the impacts of climate change and its on-going
efforts to reduce greenhouse gas emissions and improve air quality within the City, we write to
provide these comments in support of the proposed rules, and to highlight the rules’ potential
beneficial interaction with legislation now pending before Congress that would allow states and
municipalities to set fuel economy and emissions standards for their taxicabs and other for-hire
fleets. [OAR-2009-0472-7240.1, p.1]

Northeast States for Coordinated Air Use Management

Thus, NESCAUM applauds EPA for taking an extremely important step towards reducing
transportation-related GHG emissions. The proposed rule, once implemented, will reduce
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lightduty vehicle GHG emissions 21 percent by 2030. The rule will also increase energy security
— the U.S. currently consumes more than 18 million barrels of oil a day, and imports about 60
percent of total consumption. Of this, more than 8 million barrels a day are consumed in
lightduty vehicles. The rule will reduce oil consumption by approximately 1.8 billion barrels
over the lifetime of the vehicles that will be sold in model years 2012 to 2016. [OAR-2009-0472-
7235.1 p.1]

[Northeast States for Coordinated Air Use Management also submitted these comments as
testimony at the New York public hearing, See docket number EPA-HQ-OAR-2009-0472-4621,
pp. 41-42.]

New York State Department of Environmental Conservation

The greenhouse gas (GHG) emission standards proposed here are an important step towards
minimizing the risk to human health and environmental quality posed by global warming. These
risks include increases in heat related illness and increases in the range of disease vectors. Sea
level rise and changes in rainfall patterns are also expected, with attendant risks to coastal
infrastructure and agricultural production. There may be too much water in some places and not
enough in others. These risks are too great to ignore. [OAR-2009-0472-7454, cover page 1]

This joint proposal is long overdue. Along with its neighbors, New York State has been at the
forefront of efforts to combat global warming. Pursuant to Section 177 of the Clean Air Act
(Act), New York has adopted California's greenhouse gas emission standards for light duty
vehicles. New York has also acted, through the Regional Greenhouse Gas Initiative, to reduce
emissions from electric power generation. We applaud EPA's decision to use its authority, under
the Act to reduce GHG emissions. [OAR-2009-0472-7454, cover page 1]

[New York State Department of Environmental Conservation also submitted these comments as
testimony at the New York public hearing, See docket number EPA-HQ-OAR-2009-0472-4621,
pp. 15-18]

New York State Department of Transportation (NYSDOT)

NYSDOT commends the Obama Administration, NHTSA, and the EPA for their joint efforts to
improve the fuel economy of the light duty vehicle fleet. We also commend the Administration
and the agencies for pursuing harmonized national emissions and fuel economy standards that
are consistent with the automotive emissions control program established by the State of
California under the authority of Section 209 of the Clean Air Act and by several other states,
including New York, under the authority of Section 177 of the Clean Air Act. [OAR-2009-0472-
7531.1, p.1]

New York University School of Law, Institute for Policy Integrity (IPI)
The Institute for Policy Integrity strongly supports the efforts of the Environmental Protection

Agency (EPA) and the National Highway Transportation and Safety Administration (NHTSA) to
address the problem of greenhouse gas (GHG) emissions from light-duty vehicles in this joint
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rulemaking. This joint proposal of new Corporate Average Fuel Efficiency Standards (CAFE)
from NHTSA and greenhouse gas emission standards (GHG Standards) from EPA for light-duty
motor vehicles is an important move toward meeting EPA’s obligations under the Clean Air Act
(CAA), as defined by the Supreme Court in Massachusetts v. EPA. [OAR-2009-0472-7232.3,

p.1]

However, this is only the first step. Several petitions are pending before EPA to regulate a
variety of other mobile sources that produce significant greenhouse gas emissions, including a
petition from this Institute. In order to fully comply with its mandates under the Clean Air Act,
EPA must address all significant sources of greenhouse gas emissions and must respond to these
petitions. [OAR-2009-0472-7232.3, p.1]

We applaud the agencies efforts to respond to the legal obligations under Massachusetts v. EPA
and to the growing risks associated with GHG emissions. The recommendations contained in
these comments will allow EPA to more efficiently and effectively meet these goals. [OAR-
2009-0472-7232.3, p.18]

NGVAmerica

NGVAmerica supports the U.S. EPA effort to regulate greenhouse gas emission from motor
vehicles. Regulating greenhouse gas emissions from transportation sources is an important part
of the overall effort to reduce greenhouse gas emissions and help mitigate America’s impact on
climate. Therefore, we agree with EPA’s assessment that such emissions must be controlled.
[OAR-2009-0472-7236.1, p.5]

Nissan North America

The Notice of Proposed Rulemaking is consistent with the National Program in terms of both the
stringency of the standards and the structure of the two programs. More significantly, the
proposed Joint Rulemaking is consistent with the overarching goal of encouraging and
acknowledging investment in a zero emissions transportation system. [OAR-2009-0472-6798.1,

p.1]

Pacific Unitarian Church, Green Sanctuary Project
Please support. [OAR-2009-0472-7241, p.1]

Pavley, Fran, California State Senate

In May of this year | had the honor of being present in the Rose Garden with President Obama,
Congressional leaders, and CEO’s from major automobile companies, EPA and California
officials, and advocates for the passage of a comprehensive Federal program to reduce
greenhouse gas emissions from passenger automobiles and light duty trucks. It was 7 years ago
that California’s Clean Cars bill, AB 1493, was signed into law, and in 2004 the California Air
Resources Board unanimously adopted the regulations. The standards to reduce greenhouse gas
emissions by 30% by 2016 were based on off-the-shelf, cost effective, and available
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technologies. Expert engineers were able to quantify greenhouse gas emission reductions based
on a package of technologies that could be used in different classes of vehicles, allowing for
consumer choice. Independent public opinion polls each July from 2002-2009 by the PPIC
shows that across geographic, demographic and political parties, Californians continue to
strongly support these regulations. In 2004, when these regulations were adopted, gas was nearly
$1 dollar less per gallon, and global conflicts were less threatening to our economic security. In
addition, in 2004 we did not include our target greenhouse gas reductions under AB 32, or even
the alternative fueled vehicles, such as hybrids, that are on the market today. We certainly didn’t
consider the public’s growing interest as well as the competitive race among automobile
companies, to build electric vehicles and plug in hybrids. [OAR-2009-0472-7275.1, pp.1-2]

I am confident that automakers’ topnotch engineers will be able to design cleaner cars to meet
these standards not just in California but also across the nation. Rising gas prices, a growing
public concern about the dependence of importing oil and how that affects our security, the
health impacts of air pollution, as well as the visible and growing impacts of global warming,
have increased the publics demand for cleaner, more fuel-efficient cars. [OAR-2009-0472-
7275.1,p.2]

In California, and many other Western states, we are in our record 3rd year of drought. We have
documented evidence of an earlier melt of our snow pack, with more rain than snow at higher
elevations, causing an unreliable water supply during our shorter springs and long hot summers.
Sea level rise along our coast as well as states like Florida are a growing concern. From salt
water intrusion into our water supply, inability to get insurance along low lying coastal
properties as well as in our dry parched hillsides, and the potential to seriously impact our state’s
coastal dependent tourism economy, we are very concerned about the cost of doing too little or
nothing to address the impacts of global warming. [OAR-2009-0472-7275.1, pp.2-3]

There is a compelling link between global warming and air pollution. Warmer temperatures
increase our ozone and smog forming pollutants. We have alarming and growing respiratory
illness, asthma and cancer rates occurring among our youth and the elderly. Several intense heat
waves over weeks at a time have caused illness and deaths. Lower income neighborhoods that
often lack air conditioning are particularly at risk during heat episodes. Agricultural losses,
increases in vector borne diseases, and a dramatic increase in loss of property and air pollution
from costly wildfires have become the new normal. California is not the only state that is
impacted by air pollution. [OAR-2009-0472-7275.1, p.3]

From Denver, to Chicago, to Albuguerque New Mexico, air pollution is a serious health
problem. Two years ago, | testified in Santa Fe, New Mexico as they were having a hearing on
adopting California’s Clean Car standards. Several doctors and pediatricians, on their own
initiative, came to support the policy because of their concerns of their patient’s health. For
many, they said it was the first time they had ever testified at a government hearing. [OAR-2009-
0472-7275.1, pp.3-4]

[Fran Pavley also submitted these comments as testimony at the Los Angeles public hearing. See
docket LA EPA Hearing EPA-HQ-OAR-2009-0472-7283, pp. 13-20]
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Peters, Doug

[The following comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, p. 118-122.]

| felt personally compelled to come here today to support this regulation because of the national
security aspects of climate change and our nation's dangerous dependence on both foreign and
domestic oil.

Oil dependence also threatens our economic stability. Everyone knows that. In the last year
alone we have seen the price of oil in a very volatile manner go from approximately $140 a
barrel down to $40 a barrel. We'll pay a much higher price in terms of American lives and our
economy if we delay or fail to act to reduce our oil dependence right now. This is the consensus
among national security experts and retired generals and admirals. This is why this rule is so
important. This regulation will be a tremendous first step. It is estimated this regulation will
save 1.8 billion barrels of oil over the lives of the vehicles sold between 2012 and 2016. This is
a very important step in a long road to the energy and climate security that our nation needs and,
most importantly, cannot be the last.

I spent five years in the Marine Corps. In that time | participated in both Afghanistan and Iraq
invasions. On January 9, 2002 seven Marines from my squadron became the first Marines to die
following the 9/11 attacks. Seven of my friends of which I left American soil with were the first
Marine casualties suffered by this nation. | guess my time overseas, particularly the time I spent
in Pakistan, Afghanistan, and the Middle East in general served as a true wake-up call for me. |
realized that the way America would have to interact with the world going forward had changed.
I realized that new threats had emerged, unconventional threats. | witnessed U.S. military go
from old war style of fighting to that of asymmetric warfare practically overnight.

One of those new threats, as intangible as it may seem at times, is climate change or climate
disruption. Climate disruption is obviously not one of your traditional military threats. It's what
the military refers to as a threat multiplier. Climate change has the potential to destabilize fragile
governments, turning those governments into failed states, has potential to spark mass migration
of populations, turning those populations into refugee populations, has the potential to spark
conflicts over scarce water resources and scarce agricultural resources.

In these types of environments and scenarios the possibility exists for extremists to hide, the
possibility exists for extremists to recruit and train desperate members of these populations and
turn them against us. We've already seen this happen in Bangladesh, Darfur, Somalia, and other
places in the Horn of Africa. Climate disruption is such a viable threat, the Pentagon has already
started creating contingency scenarios for them. In fact, the Pentagon will focus on its issue in
its 2010 quadrennial defense review as | believe the State Department will in its quadrennial
diplomacy and development review. In other words, U.S. military is going to be called upon to
respond to such scenarios and threats. This is in addition to the pre-existing wars and challenges
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the U.S. military already faces. | believe one of the most misunderstood or underfelt aspects
facing today's military is the continuous deployment cycles of U.S. troops overseas.

Now, the U.S. military will always step up, that's what we do, it's an honor and a privilege, but
when troops are on their third, fourth, and even fifth deployments overseas to either Afghanistan
or Iraq, that places a tremendous burden on the troops themselves and on their family members.
This burden will only be intensified if the military is forced to respond to such threats posed by
climate change or climate disruption. Good examples of this scenario can be found in the 2004
Indonesia tsunami when the U.S. military was called in to provide aid. The U.S. military is the
only organization in the world that has the strength, the know-how, and the resources to respond
to such conflicts or disasters. You can even take Hurricane Katrina as another example. For
these reasons, implementation of this rule is vital to our national security. It is estimated that this
rule will reduce greenhouse gas emissions by 950 million metric tons by 2016. Climate security,
in other words, is our nation security.

Equally threatening to our national security is America's dependence on oil. Now, obviously this
is not a new threat, it's been around a while. It's been realized, but | don't believe it's been as
recognized as it should be. As | mentioned, our military is already stretched very thin, and
ensuring the constant flow of oil around the globe has become a constant if not secondary
occupation and task of the U.S. military, yet this is another burden on top of the war fighting
responsibilities and the preparation we have to put in for future contingencies.

Because we simply do not have enough oil in the United States to meet our demand, we have to -
- we are forced to rely on hostile regimes such as Iran or potentially VVenezuela for our oil.
Especially considering Iran and countries like Venezuela have nationalized their oil companies,
so basically we're dealing directly with the nation-states themselves.

In 2008 we sent over $386 billion overseas for oil. That's over a billion dollars a day. When this
amount of wealth is being transferred to countries like Iran, we are basically -- we are actually
funding both sides of the war against terror. Everybody knows that, it's well known that Iran has
funded and trained and supported insurgents in Iraq and in broader Middle East in general. So as
I said, we are actually paying people to fight against us.

| applaud the automakers for taking this step and their support of this regulation, and I want to
thank the EPA. It's been an honor to testify before another organization whose duty it is to
protect the United States and its citizens.

Physicians for Social Responsibility, Los Angeles

[Following comments are from LA Testimony, OAR-2009-0472-7283 p.79-85]

Our organization believes this is a first good step, but it's just the beginning, and stronger action
is needed to truly protect public health and create a fleet of vehicles that we need for a greener,

healthier future.

Public Citizen and Safe Climate Campaign
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The commitment of EPA, NHTSA, CARB, and the auto industry to move forward with these
standards to reach 250 grams of carbon dioxide per mile (gCO2/mi) by 2016 would be a historic
achievement for climate protection. [OAR-2009-0472-7050.1, p.1]

The agencies? treatment of various details in knitting the programs together will set an important
precedent for future rulemakings. We urge the agencies to give careful thought to the structure of
this program, with an eye toward additional gains needed beyond the 2016 model year. [OAR-
2009-0472-7050.1, p.1]

Sack, Emily

I applaud your work, 1 don't do technical work, I'm not a politician, but I thank you so much for
what you're doing and keep it up. Thank you so much. [OAR-2009-0472-4621, p. 157]

[See Docket Number OAR-2009-0472-4621, pp.154-157 for detailed comments]
Seal, Kathy

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283 p.147]

So | wanted to thank you for giving us some hope, for contemplating and proposing

these standards, in the future for implementing them. I'm very happy that they will reduce
greenhouse gas emissions equivalent to the shutting down of 200 more coal plants per year. I'm
really thrilled about these standards that are being proposed. At the same time, | urge you to
make them be implemented very, very strongly without loopholes, without watering them down.

Sierra Club

The Sierra Club, Safe Climate Campaign, Coalition for Clean Air, Alliance for Climate
Protection and Environment America applaud EPA and NHTSA for proposing greenhouse gas
and fuel economy standards the first outlined in President Obama’s historic announcement on
May 19, 2009. Achieving the President’s goals will reduce America’s oil dependence, curb
global warming, cut air pollution, save consumers money at the gas pump, and create new auto
industry jobs. [OAR-2009-0472-7278.1, p.1]

We applaud the use of publicly available data as the basis for these proposed standards and the
fresh look at technologies and costs, which stands in stark contrast to NHTSA’s past reliance on
confidential product plans and proprietary data. Additionally, we note EPA’s ability to set
standards that address a range of greenhouse gases, including air conditioning systems and their
potent refrigerants. EPA’s Clean Air Act authority is an important complement to NHTSA’s
energy conservation goals and more limited assessment of impacts on CO2 emissions. [OAR-
2009-0472-7278.1, p.2]

By accelerating compliance with the 2020 fuel economy target provided in EISA, EPA and
NHTSA create the opportunity for going well beyond 35 mpg in 2020 and putting the US auto
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industry on a path for longer term transformation. This is the biggest single step we can take to
curb global warming, reduce air pollution, cut America’s oil dependence, save consumers money
at the gas pump, and create new auto industry jobs. [OAR-2009-0472-7278.1, p.2]

EPA and NHTSA have proposed standards for both cars and light trucks in response to the
historic May 19th agreement. EPA’s proposal to achieve a 250 g/mi COZ2e standard is matched
with NHTSA'’s proposal to set CAFE standards. These are welcome standards that come after
nearly 3 decades of complete inaction on car standards and incremental change for light trucks.
This lack of standards has resulted in a technology backlog which the industry can be apply to
cost-effectively meet (and exceed) these proposed standards. Technologies, including high-
strength and light weight materials, transmissions, better engines and even tires are available
now to move standards higher, faster. [OAR-2009-0472-7278.1, p.2]

The technology exists today to significantly reduce greenhouse gas pollution from new cars and
light trucks and to slash our addiction to oil. Existing and emerging technologies will enable
automakers to make continuous improvement through 2016 and beyond, while improving safety
and consumer choice. The Sierra Club, Safe Climate Campaign, Coalition for Clean Air,
Alliance for Climate Protection and Environment America welcome the new National Program
and the direction EPA has provided in establishing the first national greenhouse gas standards for
cars and light trucks to complement NHTSA'’s fuel economy program. The MY 2012-2016
standard is a robust start to moving vehicle standards out of the 1970’s and into the 21st century.
This NPRM establishes a foundation for stronger standards after 2016 that will be put the auto
industry on the path to continuous innovation in vehicle technology that will reduce greenhouse
gas pollution, curb our addiction to oil and keep billions of dollars here in the US. Including a
backstop, fairly considering electric vehicles to avoid the taint of FFV credits, ensuring
flexibilities and credits are tied to real reductions, and ensuring standards for the future are
technology forcing will help establish a final rule that achieves President Obama’s goals — and
will both meet the need of the nation to save oil and act swiftly to protect public health and
welfare from greenhouse gases. [OAR-2009-0472-7278.1, p.19]

[[These comments were submitted as testimony at the Detroit public hearing. See docket number
EPA-HQ-OAR-2009-0472-6185, pp. 26-27.]]

And perhaps most importantly for today, as we're in Detroit, these standards will provide
automakers with the direction they need to become leaders in efficient vehicles and make Detroit
the epicenter of a green industry. These standards acknowledge that our automakers have
technologies on the shelf to safely improve fuel economy. Technology such as Ford's EcoBoost
engine, continuously variable transmissions, and high strength, lightweight materials will
provide consumers with the safe, clean vehicles they deserve. The proposed standards will
ensure that these technologies are put to work now and lead to the development and deployment
of even more advanced technologies.

[[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number EPA-HQ-OAR-2009-0472-7283, pp. 137-138.]]
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I would like to applaud the EPA and DOT on the new vehicle standards that will

benefit consumers by allowing us to fill up less at the pump, that will benefit our nation by
reducing our dependence on foreign oil, and will benefit the world by reducing pollutants that
contribute to global warming.

The EPA and DOT's new vehicle standards are a big step in the right direction. They promote
exactly what the world needs right now, real progress towards living without dirty, unlimited
energy. Our reliance on polluting fuels now can only lead to disaster in the future.

South Carolina Department of Health and Environmental Control

We commend the EPA and the NHTSA for working together to develop a rule that will result in
significant improvements in fuel economy. Our nation needs reduced emissions and energy
security and we support these goals. In addition to reducing greenhouse gas emissions,
improving fuel economy will have the very important benefit of reducing emissions and helping
areas meet national ambient air quality standards for pollutants including ozone and particulate
matter 2.5 and will also reduce urban air toxics. These air quality improvements will have a very
positive impact on public health and the environment. [OAR-2009-0472-7202.1, p.1]

South Carolina Pulp & Paper Association (SCPPA)

SCPPA supports the National Highway Transportation Safety Administration (NHTSA) moving
forward at this time with the Corporate Average Fuel Economy (CAFE) standards as proposed
and commends the effort to develop a rule that will result in significant improvement in fuel
economy. However, SCPPA has significant concerns with the Greenhouse Gas Emission
Standards provisions in the rule, primarily related to greenhouse gases triggering of Title V and
New Source Review (NSR) permitting provisions of the Clean Air Act. [OAR-2009-0472-7479,

p. 1]
South Carolina Wildlife Federation

Thank you of the opportunity to comment on this extremely important action. We fully support
your efforts and request that these new rules and standards be implemented as quickly as the law
allows. [NHTSA-2009-0059-0136, p. 2]

Although the formal comment period on the Proposed Rulemaking To Establish Light- Duty
Vehicle Greenhouse Gas Emission Standards and Corporate Average Fuel Economy Standards
closed on November 27,2009, a letter from Robert J Meyers, Principal Deputy Assistant
Administrator, EPA to Governor John Engler, President and CEO, National Association of
Manufactures, dated November 14,2008 indicates that closure of a formal comment period is not
the end of the dialogue or opportunity to provide input on such important issues. We understand
that EPA continues to post such comments to the docket and when moving forward with rule
making or other actions under the Clean Air Act, will use the entire docket, including late
comments, as a resource. [NHTSA-2009-0059-0136, p. 1]
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We wish to express our strong disagreement with specific comments critical of EPA
transparency and the time allowed for public comments expressed in a November 2 4 2009 letter
from the South Carolina Department of Health and Environmental Control (SCDHEC). South
Carolina Wildlife Federation fully supports the proposed standards for reducing vehicle
greenhouse gas emissions. [NHTSA-2009-0059-0136, p. 1]

We feel that it would be extremely short sighted to delay such regulations based on fear of the
potential collateral impacts on state and local air permitting authorities, small business and other
stationary sources as requested by SCDHEC. Additional time will not decrease but only serve to
increase potential impacts on the economic well-being of our state. It is difficult to understand
the position that such regulations would have a detrimental effect on South Carolina's economy,
a coastal state, considering the potential impact that increasing green house gases has on extreme
weather events such as hurricanes and rising sea levels. [NHTSA-2009-0059-0136, p. 2]

Increasing fees, revising state regulations, getting State legislation enacted, or increasing State
employee workload and training expressed by SCDHEC pales in comparison to the troubles our
State will face should the new rule not be promulgated. Such impacts are outlined in the final
rule for the Endangerment and Cause or Contribute Findings for Greenhouse Gases Under
Section 202(a) of the Clean Air Act (Federal Register, December 15,2009). [NHTSA-2009-
0059-0136, p. 2]

We find it ironic and unacceptable that SCDHEC, the agency charged with regulating and
controlling health and environmental matters in this state, would take such a cavalier attitude
towards protecting the health and environment of our citizens. Although new federal legislation
on greenhouse gasses may be a preferred solution, there is no assurance that such legislation will
pass in the near future. In general terms, the minimum federal environmental and health
standards passed down to the respective states is the only protection we can expect as citizens of
South Carolina because of SCDHEC's historical reluctance to look at stronger requirements,
even when threats are obvious. [NHTSA-2009-0059-0136, p. 2]

South Coast Air Quality Management District

We would also like to urge that EPA and DOT continue to support and strongly coordinate with
ARB in the development of new emission standards known in California as Pavley I1.

[Comments are from LA Testimony, OAR-2009-0472-7283, pp.59-67.]
Southeastern States Air Resource Managers, Inc. (SESARM)

We commend the U. S. Environmental Protection Agency (EPA) for working closely with the
National Highway Traffic Safety Administration (NHTSA) to develop a rule that will result in
significant improvements in fuel economy. Our nation needs reduced emissions and energy
security and we support these goals. Through gubernatorial and/or legislative mandates, some of
our agencies are required to consider effective methods of mitigating greenhouse gas (GHG)
emissions, provided the measures do not result in adverse impacts to the economy, environment,
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or jobs. We support emission reduction programs that are well designed, complementary, and
coordinated. [OAR-2009-0472-7137.1, p.1]

State of California

The attorney general of California is generally supportive of the proposed rulemaking and agrees
with comments submitted by CARB. NHTSA and EPA are proposing to adopt California's GHG
emission standards on a nationwide basis, and that can only be good for the Earth's Climate, our
nation's energy security, and putting money back in consumer's pockets.

State of Connecticut

I write to congratulate you on your groundbreaking joint effort to coordinate two very significant
regulatory efforts on vehicle fuel efficiency requirements. (CAFE) and motor vehicle greenhouse
gas (GHG) emission standards. Both of these efforts are praiseworthy by themselves; in tandem,
you have made a bold statement that energy, the economy and the environment are closely and
inexorably linked and our government's policies must reflect this undeniable fact. [OAR-2009-
0472-7499, p.1]

State of Connecticut as a front runner in climate change, strongly supports the proposed rule and
commends the interagency coordination efforts.

State of Connecticut Department of Environmental Protection

DEP congratulates the Environmental Protection Agency (EPA) and the National Highway
Traffic Safety Administration (NHTSA) on your groundbreaking joint effort to coordinate two
very significant regulatory efforts on motor vehicle greenhouse gas (GHG) emission standards
and vehicle- fuel efficiency requirements (CAPE). The mobile source sector represents a
significant source of greenhouse gas (GHG) emissions and in 2007 mobile sources contributed
4396 of GHG emissions in Connecticut. The emission reductions attributable to these rules are
necessary for Connecticut to meet its GHG reduction targets and will be similarly critical in
meeting national targets once adopted.

DEP believes the Clean Air Act is an appropriate mechanism for regulating GHG emissions. As
such, it is critical to maintain the Clean Air Act provisions protecting states' rights to adopt motor
vehicle standards - for California under Section 209 and for Connecticut under Section 177. This
effort created the technical basis and real world experience critical to the proposed national
motor vehicle GHG emissions reduction proposal. Furthermore, as directed by Governor Reli
and in accordance with a proposal now being developed by California, DEP will begin a rule
making process next year intended to deem vehicles that comply with the new federal standards
to be in compliance with our adopted state standards from 2012 through 2016. [OAR-2009-0472-
7301, p.1]

DEP also supports comments submitted by NESCAUM. [OAR-2009-0472-7301, p.3]

State of New Jersey
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I would like to thank you for this opportunity to testify on the joint proposal of the United States
Environmental Protection Agency and the National Highway Transportation Safety
Administration to establish light-duty vehicle greenhouse gas emission standards and corporate
average fuel economy standards. The Department of Environmental Protection supports the
proposed action as a first step in our efforts to combat climate change. New Jersey is a leader in
addressing the [These comments were submitted as testimony at the New York public hearing.
See docket number OAR-2009-0472-4621, p. 109.] control of air pollution, including
greenhouse gases, and welcomes this opportunity to comment constructively to help advance a
harmonization of the federal vehicle control program. [These comments were submitted as
testimony at the New York public hearing. See docket number OAR-2009-0472-4621, p. 110.]

Although the Department is supportive of the proposed federal vehicle control program as a
powerful first step in addressing greenhouse gas emissions from motor vehicles, additional
reductions will be needed for vehicles beyond the model year 2016. New Jersey is committed to
working with the U.S. EPA, NHTSA, California Air Resources Board, and other stakeholders to
address global climate change and the need to reduce oil consumption by developing strong
motor vehicle greenhouse gas standards for model years after 2016. [These comments were
submitted as testimony at the New York public hearing. See docket number OAR-2009-0472-
4621, p. 113]

State of Washington Department of Ecology

Ecology especially acknowledges the Obama Administration's historic leadership of bringing
together for the first time EPA, NHTSA, California, and the auto industry to reduce this
country's greenhouse gas emissions and their contribution to global warming. The proposed
standards to reduce GHG emissions from light-duty vehicles in model years 2012 through 2016
are a very critical and commendable first step toward making light-duty vehicles in Washington
and our nation as clean as possible. [OAR-2009-0472-7299, p.1]

Steiner, John

Your continued leadership in finalizing protective standards will help wean us off of foreign oil,
reduce harmful greenhouse gases, and save families money at the gas pump. [OAR-2009-0472-
8705 p.1]

Toyota Motor North America

Last May, Toyota executives joined President Obama, Cabinet members, governors, the
California Air Resources Board, other CEOs and environmental leaders to support a commitment
to establish a coordinated national program for fuel economy standards and greenhouse gas
reductions from passenger cars and light trucks. We encouraged this agreement, which we had
sought for a very long time. Without it, our industry would be subject to overlapping and
potentially conflicting regulations from two separate federal agencies and over a dozen states.
[OAR-2009-0472-7291, p.1]
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The Environmental Protection Agency (EPA) and the National Highway Traffic Safety
Administration (NHTSA) have jointly proposed a comprehensive set of regulations to implement
this agreement. We support EPA and NHTSA's efforts to harmonize two programs under two
quite different statutes and at the same time establish a completely new greenhouse gas (GHG)
program for motor vehicles. [OAR-2009-0472-7291, p.2]

Toyota is committed to addressing climate change and oil dependence by increasing the fuel
efficiency of our products, developing new markets for advanced vehicle technologies, and
reducing the greenhouse gas footprint of our manufacturing and distribution operations. In fact,
our top societal priority is sustainable mobility, a stance that transcends our regulatory
obligations. To us, sustainable mobility means building vehicles that meet customer needs and
expectations, while also being safe, durable, and better for the environment. [OAR-2009-0472-
7291, p.2]

To minimize our environmental footprint, we are accelerating the roll-out of conventional
hybrids across our entire line-up. In addition, we are pursuing hydrogen fuel cells, plug-in
hybrids, pure electrics and advanced batteries beyond lithium ion - all with the goal of
overcoming the barriers that currently prevent their mass deployment. On the operational side,
we've already cut carbon dioxide (C02) emissions and energy use from our manufacturing plants
on a per vehicle produced basis by 19% since 2000. [OAR-2009-0472-7291, p.2]

[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, pp. 51-54.]

We welcome the development of a single coordinated fuel economy and greenhouse gas
standard. This agreement is something we have encouraged and sought for a very long time, and
it is a landmark achievement for all of us. Without it, we would be subject to overlapping and in
places conflicting regulations from two separate Federal agencies and over a dozen states. In
exchange for eliminating the patchwork, we agreed to pull forward the ambitious fuel economy
targets set by Congress for 2020 to 2016.

We applaud the efforts NHTSA and EPA have made to unify two programs under two quite
different statutes, and to establish a completely new EPA program for motors vehicles. The
proposed regulations appear to capture the key elements of our historic agreement, including the
various compliance flexibilities that were integral to reaching a consensus. We therefore believe
the proposal sets the stage for a successful final joint rulemaking that will provide certainty for
our product planners and significant environmental and energy benefits for our nation and the
world. We are now examining the details of this complex proposal, and to the extent that issues
need to be clarified we will be submitting written comments.

Make no mistake, meeting the overall fleet average of 35.5 mpg by 2016 will be a challenge for
our engineers and product planners. It will require every ounce of their ingenuity and creativity.
In the end, consumers will be the true beneficiaries of this program. A unified national program
ensures American consumers will have the choice of vehicles they need and want, as well as the
fuel efficiency and low emissions they expect, without the confusion of multiple standards.

1-49



EPA Response to Comments

That's why the process of collaboration must continue beyond 2016 and we must continue to
seek additional areas of harmonization between the two programs.

Now I would like to step back and comment from a broader perspective just a moment. The fact
that diverse groups could find common ground on these challenges is a notable example of how
government and industry can -- and should -- work. It illustrates one of the cornerstones of how
Toyota approaches public policy, by fostering partnerships, with government, universities, non-
profits, and other companies. The other cornerstone is a long-range planning for and investing in
the future. At Toyota, we don't stop at regulatory compliance nor do we wait for government
regulation to address the challenges of tomorrow's transportation.

Our top public policy priority is sustainable mobility. That means building vehicles that meet
customer needs and expectations, while also being safe, durable, and better for the environment.
To minimize our environmental footprint, we are accelerating the roll-out of conventional
hybrids across our entire vehicle lineup. In addition, we are pursuing hydrogen fuel cells, plug-
in hybrids, pure electrics, and advanced batteries beyond lithium ion -- all with the goal of
overcoming the barriers that currently prevent their mass deployment.

Sustainability mobility defines where we are today and where we plan to be in the future: We
are the leader in fuel-efficient vehicles in the U.S. We are the leader in hybrid technology,
having launched our first hybrid a dozen years ago and put more than 2 million in the worldwide
market to date. We are bringing a plug-in, a pure EV, and other advanced technologies to market
in the near future to complement our hybrid dominance. And we've already cut CO2 emissions
and energy use from our manufacturing plants on a per vehicle produced basis by 19 percent
since the year 2000. Just yesterday Toyota became the first car manufacturer to join the
SmartGridCity in Boulder, Colorado. 10 plug-in Prius hybrid electric vehicles will help teach us
how to reduce carbon emissions and our dependence on foreign oil, while at the same time, not
just meet, but exceed customer expectations.

We believe it is important to keep in mind that the road to sustainable mobility is a long one, and
it is not one, but actually two separate and distinct roads traveling in the same direction. One
road is the path to compliance. The other is the path to market preparedness. One is constructed
to meet the priorities of government regulation. The other is constructed to search out and
respond to the specific needs and desires of the consumer.

| believe we need both of these roads to arrive together in the same place to realize the goal of
sustainable mobility.

Transportation and Buildings Policy for the State of Massachusetts Executive Office of
Energy and Environmental Affairs

The benefits of this proposal will be far-reaching: Significant reductions of greenhouse gases,
improved fuel economy and lowered cost for the nation's drivers, reduced demand for imported
oil and economic growth for the development of advanced vehicle technologies. [OAR-2009-
0472-4621, p.19]
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Thus, Massachusetts strongly supports the work of the federal agencies in moving forward with
this proposed joint rulemaking. In addition to harmonizing federal regulations, this rulemaking
would for the first time align the federal motor vehicle standards with the greenhouse gas [OAR-
2009-0472-4621, p.20] standards adopted by the California Air Resources Board and the Section
177 states, a group that includes Massachusetts and 13 other states which have adopted these
more stringent standards. [OAR-2009-0472-4621, p.21]

In conclusion, Massachusetts fully supports the Obama Administration and the proposed
rulemaking of EPA and NHTSA. [OAR-2009-0472-4621, p.26]

I want to emphasize the importance of moving forward with national regulations at this time.
Climate change is the most critical environmental issue of our time and the time is now to act to
address it. [OAR-2009-0472-4621, p.26]

U.S. Coalition for Advanced Diesel Cars

The Coalition supports the twin national objectives of reducing green house gas (GHG)
emissions and petroleum fuel consumption by the U.S. light duty vehicle fleet. To that end, the
Coalition urges EPA to adopt fuel-neutral policies, standards and reality-based vehicle ratings
that will promote vigorous technology competition in the market place. Failure to adopt fuel-
neutral policies and reality-based vehicle ratings will undermine consumer choice and drive a
systematic shortfall in achieving the benefits promised by the new rulemaking. [OAR-2009-
0472-7496, p.1]

The success of the new rules will ultimately be judged by reductions in real-world petroleum
barrels and real -world GHG tons. Moreover, the recovering auto industry cannot afford to make
investment decisions based on EPA data without an assurance that those decisions will make
long-term business sense. This is in stark conflict with President Obama's call for rules that will
'give our auto companies some long-overdue clarity, stability and predictability.' [OAR-2009-
0472-7496, p.2]

Union of Concerned Scientists

UCS applauds the work of both agencies for moving quickly to issue the proposed rulemaking to
make President Obama’s commitment a reality. Overall, the proposed rule takes a dramatic step
forward. However, certain aspects of the rule could erode the potential benefits unless they are
effectively implemented and enforced. In order to maximize the environmental, economic, and
security benefits of this program, it is critical that the 250 grams per mile goal is achieved.
[OAR-2009-0472-7181.1, p.1]

We would like to commend the agencies in general on their noticeable efforts to provide high
levels of transparency in the proposed rulemaking, and particularly to laud EPA for its detailed
and thoroughly credible assessments of technology availability and technology cost. We would
like to compliment EPA on its approach of basing its finding not upon confidential business
information, as has been the practice of NHTSA in recent rulemakings, but rather upon well
documented, proven, and transparent findings. [OAR-2009-0472-7181.1, p.12]
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[Union of Concerned Scientists also submitted these comments as testimony at the New York
public hearing, See docket number EPA-HQ-OAR-2009-0472-4621, pp. 91-92.]

United Auto Workers

The UAW commends both agencies and the Obama administration for putting forth a proposal
that provides for a national system of fuel-economy and greenhouse gas emission regulations.
This will avoid a confusing and costly patchwork of federal and state regulation of light-duty
vehicle fuel economy and greenhouse gas emissions. This proposal contains the features of the
historic stakeholder agreement that that was announced by President Obama in May, 2009. It
will benefit the nation by reducing oil consumption and greenhouse gas emissions. In particular,
it will save more fuel and avoid more greenhouse gas emissions than would have been the case
under a state and federal regulatory patchwork. This is because it extends tougher standards
across the entire nation rather than having them limited to a minority of states that would have
chosen to follow the standards promulgated by the State of California. At the same time, by
establishing a unified national system the regulations will make it easier for automakers to meet
the tougher standards. This will facilitate investment and production in the auto sector, and help
to preserve and create jobs for American workers. [OAR-2009-0472-7056.1 p.1]

University of Miami, School of Law

We support the proposed EPA and NHTSA rule and encourage the Obama administration to
continue to find ways to curb the pollution that causes global warming. These proposed
standards allow automobile manufactures to utilize technologies that will reduce vehicle GHG
emissions and improve fuel economy. The EPA proposal would require vehicles to meet an
estimated combined average emissions level of 250 grams/mile of CO2 in model year 2016. The
NHTSA proposal would require car manufacturers to meet an estimated combined average fuel
economy level of 34.1 mpg in model year 2016. [OAR-2009-0472-6770, p. 1]

University of Michigan Transportation Research Institute (UMTRI)

The National Program is supposed to establish strong and coordinated federal greenhouse gas
and fuel economy standards for passenger cars, light-duty trucks, and medium-duty passenger
vehicles. For the National Program to be successful, stakeholders with diverse interests and
views need to cooperate. EPA, NHTSA, CARB, and the automakers are to be commended for
the cooperative beginning of the joint rulemaking process for managing automotive CAFE and
GHG emissions standards. [OAR-2009-0472-3651.1, p.1]

[[UMTRI also submitted these comments as testimony at the Detroit public hearing, See docket
number OAR-2009-0472-6185, pp. 33.]

University of Pennsylvania, Environmental Law Project
Some of the changes brought about this legislation could supplant a regulatory scheme

established by this rule by enforcing cap-and-trade strategies for carbon emissions across broad
sectors of the economy. However, given that the Senate has yet to act, there remains a great deal
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of uncertainty in both timing of final passage and the content of specific provisions. This rule is a
useful step forward in reducing GHGs, and marks important redefinitions of the scope and
relevance of existing statutory provisions. [OAR-2009-0472-7286.1, p. 4]

Undoubtedly, the United States must adopt policies that address global climate change and
reduce its oil consumption. These proposed rules, developed in response to President Obama’s
call for a National Fuel Efficiency Policy, constitute a strong and coordinated federal fuel
economy and GHG program for passenger cars and light trucks. Since the proposed rules will
provide regulatory certainty and consistency for the automobile industry while reducing
greenhouse gas emissions based on technologies that can be incorporated at reasonable cost, the
proposal represents an important effort to improve fuel economy and reduce greenhouse gas
emissions. [OAR-2009-0472-7286.1, p. 14]

It is critically important that the United States adopt policies that address global climate change
and reduce its oil consumption. These proposed rules constitute a strong and coordinated federal
fuel economy and GHG program for passenger cars and light trucks. Since the proposed rules
will provide regulatory certainty and consistency for the automobile industry while reducing
greenhouse gas emissions based on technologies that can be incorporated at reasonable cost, the
proposal represents an important effort to improve fuel economy and reduce greenhouse gas
emissions. [OAR-2009-0472-7286.1, pp. 21-22]

However, the proposal is not without its flaws. Namely, the proposal fails to gradually reduce the
disparity between efficiency requirements for 2012 and 2016 MY's. Additionally, the policy does
not create mechanisms whereby minimum reductions are ensured, nor does it address the fiction
of “zero emissions” electric vehicles. Finally, the proposal fails to make a complete lifecycle
impact analysis, and therefore may overlook deleterious consequences of its implementation.
Thus, the proposal, while timely, would benefit from an enhanced discussion of these among
other potentially problematic omissions. [OAR-2009-0472-7286.1, p. 22]

US Steel Corporation

U. S. Steel supports the intent of the Clean Air Act and the Energy Independence and Security
Act (EISA) of 2007, which together have formed the basis of this proposed rulemaking on
greenhouse gas emissions and fuel economy standards. We support EPA and NHTSA for
proposing a common national standard for light-duty vehicles (passenger cars, light-duty trucks,
and medium duty vehicles) and avoiding a patchwork of state and federal regulations that would
have added complexity and cost to compliance efforts. The proposed rule is aimed at leading our
nation to greater energy independence and our world to a condition of lower emissions and a
cleaner environment. It is important, however, to carefully analyze the methodology selected for
enforcement of the intended rules in order to ensure that the methods are technically sound,
economically feasible, and of sufficient scope to avoid unintended consequences that oppose the
objectives of the regulations. The purpose of these comments is to place on the record our
analysis concerning the likely impact of the proposed CAFE regulations on the steel industry, on
the economy, and on the emissions of CO2 and reduction of energy use. [OAR-2009-0472-
7197.1 p.2]
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Volkswagen Group of America (Volkswagen)

First, as a general comment VVolkswagen supports the framework of this proposed regulation and
strongly supports GHG and CAFE regulations under a National structure. VVolkswagen
participated in the negotiations to make a National program a reality and believes a National
solution to controlling both GHG emissions and fuel economy regulations is the best
arrangement for all parties. Volkswagen appreciates the efforts of the White House, the Federal
agencies, the state of California, the auto industry and other involved stakeholders in making a
National Program possible. [OAR-2009-0472-7210.1, p.2]

The proposed regulation is significant and historic. With this joint notice, EPA and NHTSA have
proposed stringent standards that will be challenging for the auto industry. The regulation is
technology forcing and will increase the initial purchase cost of vehicles in the future. It also
represents a major change in the treatment of fuel economy regulations and GHG emissions from
the light-duty transportation sector. Despite the development tasks and challenges the proposed
regulation represents, Volkswagen supports the overall framework and balance of the regulation.
[OAR-2009-0472-7210.1, p.2]

In addition, Volkswagen supports the continuation of a National Program beyond the 2016 MY
limit of this NPRM and urges all stakeholders to work towards that goal. Volkswagen pledges to
support and contribute to efforts to put a National Program in place for 2017 model year and
beyond. [OAR-2009-0472-7210.1, p.2]

Volkswagen supports the efforts of both agencies to harmonize the GHG and the CAFE program
as much as possible under the regulatory constraints in place for both regulations. Volkswagen
especially supports the work by both agencies to form their respective regulations to allow
averaging, banking and trading as similar as possible in both programs, and to provide as many
credit flexibilities as possible that accommodate the wide range of manufacturers. [OAR-2009-
0472-7210.1, p.2]

Volkswagen commends both NHTSA and EPA in their efforts to harmonize the GHG and CAFE
programs in this joint notice. While stringent, we support the overall level of the standards
proposed. We also support the efforts to allow as much flexibility as possible and we urge the
agencies to maintain the credit flexibilities proposed in the joint NPRM. Due to the major change
to the treatment of GHG and CAFE regulations this regulation represents, we believe the
flexibility in the proposed regulations are essential to allowing all manufacturers the time and
tools needed to adjust to the new era of regulation for GHG emissions and fuel economy. [OAR-
2009-0472-7210.1, p.10]

Volkswagen remains committed to working with EPA and NHTSA staff to establish the best
regulation possible to achieve the goals of the country in a fair and balanced manner.
Volkswagen also supports efforts to continue a National program in 2017 MY and beyond.
[OAR-2009-0472-7210.1, p.10]

[[These comments were submitted as testimony at the Detroit public hearing. See docket number
OAR-2009-0472-6185, pp. 112-113.]
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Make no mistake, this regulation is very challenging, but we support a national solution to
greenhouse gas and fuel economy regulation and we support the lead time and stability of the
proposed regulation through the 2016 model year.

The Volkswagen Group urges all stakeholders to continue developing this program and working
towards a National Program for 2017 and beyond. In particular, Volkswagen supports the
government's efforts and the NPRM to provide the flexibility to the regulation that helps
manufacturers transition to the proposed national greenhouse gas/CAFE program.

The government correctly recognized that auto manufacturers are a diverse group representing
many different market segments and different sales volumes in the U.S. market. In recognizing
these differences, the agencies were able to develop credit banking and trading schemes that
offer real greenhouse gas reductions and provide all manufacturers flexibility in complying with
the regulation and with various credit pathways.

Washington State Department of Commerce
[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.121-122]

The Washington State Department of Commerce is really happy with EPA and NHTSA
working together toward a national plan.

Almost half of the greenhouse gas emissions in the State of Washington come from
transportation. Therefore, we view efficiency as a key tool for the mitigation of these emissions.
We are therefore very supportive of the development of the national plan, and we look forward
to working with you on improving the proposed rule.

The State of Washington also recognizes the work that the car industry will make to meet the
new standards. We believe that states also have a role in helping the success of this program by
incentivizing the adoption of cleaner vehicles and partnering with industry to help on the
deployment of advanced technology vehicles.

Setting vehicle performance standards is one important step toward achieving our fuel economy
and greenhouse gas emission goals. However, our information says that this will not be enough
to address the problems of greenhouse gas emissions from road transportation.

Webb, Alysha

[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.129-130]
And as | mentioned before, automakers have the technology to achieve these standards. We've
heard from a number of automakers here. They don't oppose them, but they need some certainty.

So | think these standards are very important because they're going to give the automotive
industry some certainty.
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So, again, | thank you for supporting the greenhouse gas standards, but I urge you not
to emasculate them by granting too many tax credits or too many credits or making
implementation too flexible.

There are a lot of areas in which | wish China would emulate U.S. policy more closely,
but where greenhouse gas emission standards are concerned, thankfully the U.S. is in some ways
following China.

But, most importantly, I urge you to continue to follow California's example in this as you
consider policies for the future.

Weiner, Jill
[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.87-89]

I am happy that the Pavley standards are the basis for a new national standard, and | want
to applaud the administration and the auto industry for working together to reach an agreement.

I'm excited to see how the automakers will apply existing and new technologies to meet
these standards, and I'm looking forward to replacing my 1998 model with a cleaner, more
efficient car in the near future.

That being said, I urge you to make sure that the details of the program are such that we do, in
fact, meet the goals, both in terms of emission reductions and oil savings. Please do not allow
loopholes or excessive credits to dilute the program's results. For electric vehicles, the EPA
needs to consider the source of electricity and accurately account for how that power is generated
just as the Pavley standards do.

Winograd, Marcy

[These comments were submitted as testimony at the Los Angeles public hearing. See docket
number OAR-2009-0472-7283, pp.159-163]

I am here today to applaud the EPA and the Department of Transportation and encourage you
to work vigorously and meaningfully to achieve significant reductions in global warming
pollution.

While | am greatly encouraged by the proposed standards, we must be on guard to weed out the
devil in the details that inevitably surface in situations like these.

EPA Response:
Many commenters expressed support for the program in general, as well as for various specific
provisions the rule. Most of these commenters also had concerns about some relatively detailed

provisions of the rule -- which we address elsewhere in this document and in the preamble to the
rule -- but were supportive of the overall program.
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These commenters were supportive of several key aspects of the rule including the following:

The stringent level of the emission standards, which received support from states,
environmental organizations, and many others for the large greenhouse gas emission
reductions that will result,

EPA's assessments of costs and GHG-reducing technologies, including support from
auto industry stakeholders,

EPA's adopting of attribute-based standards, and using footprint at the sole attribute,
EPA's overall analytical approach to establishing the target emission levels, which the
industry either supported or was silent about, and

The successful effort to develop a coordinated single National Program that avoids the
need for manufacturers to comply with separate NHTSA, EPA, and state emission
requirements.

1.2. General Opposition

Organization:

American Chemistry Council (ACC)

Arizona Public Service (APS)

Devon Energy Corporation

Duke Energy

Fertilizer Institute

Hagen, David L.

Heritage Foundation

Industry Coalition

Mass Comment Campaign (48) (unknown organization)
Mississippi Department of Environmental Quality
National Automobile Dealers Association (NADA)
National Climate Coalition

Process Engineers

Shaw, Donald F.

Spurgeon, C. M.

Texas Industry Project (TIP)

Comment:

American Chemistry Council (ACC)

The Associations acknowledge EPA‘s desire to address GHG emissions from mobile sources
quickly, as well as NHTSA's need to set new fuel economy standards, which must be [OAR-
2009-0472-7148.1, p.1] promulgated at least 18 months before the affected model year (in this
case the 2012 model year). 49 U.S.C. § 32902(g)(2). However, as proposed, the Motor Vehicle
Rule ignores the enormous burdens the Rule would impose on stationary sources. This omission
violates legal requirements for agency rulemaking, constitutes arbitrary and capricious action,
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and is simply bad policy. This is especially so because nearly all the environmental benefits EPA
says will result from its promulgation of the Motor Vehicle Rule under CAA authority would
also result from the NHTSA rule alone. Yet, unlike NHTSA action to raise corporate average
fuel economy (CAFE) standards, the redundant EPA standards promulgated under the CAA
would have regulatory impacts reaching far beyond the automotive industry and would impose
billions of dollars in additional permitting and compliance costs. [OAR-2009-0472-7148.1, p.2]

Thus, although the Associations take no position on NHTSA"s proposal to increase CAFE
standards, we vigorously object to EPA*s proposal to finalize the superfluous Motor Vehicle
Rule under CAA Section 202. EPA‘s failure to account here for the PSD and Title V burdens it
elsewhere acknowledges will flow from this rulemaking renders this rulemaking legally invalid.
EPA must fully consider those burdens in this rulemaking. [OAR-2009-0472-7148.1, p.2]

[See Docket number OAR-2009-0472-7148.1, cover page 1-2 for detailed comments]
Arizona Public Service (APS)

APS has significant concerns regarding the proposed Light-Duty Vehicle Greenhouse Gas
Emission Standards and Corporate Average Fuel Economy Standards. Specifically, a comparison
of the proposed benefits resulting from the EPA program to the NHTSA program reveals the
programs to be virtually identical and that EPA's proposal provides no apparent additional
benefit. For this reason, APS believes that EPA's action is simply a means to regulate greenhouse
gas emissions from stationary sources through the Clean Air Act Prevention of Significant
Deterioration (PSD) and Title V permit programs. As such, APS also believes the economic and
environmental cost and benefits analysis of this joint proposal fails to assess impacts on
stationary sources. [OAR-2009-0472-7107.1, p.1]

If this rule is finalized, a significant number of stationary sources will become subject to PSD
and Tide V permitting requirements. However, EPA did not include the economic and
environmental consequences of triggering these rules. It is APS' position that EPA either
withdraw its portion of the rule or perform a thorough economic and environmental cost and
benefit analysis, and provide an adequate public notice and comment period to address the
impacts to stationary sources. [OAR-2009-0472-7107.1, p.1]

Devon Energy Corporation

Many scientists (myself included) doubt the “consensus” that CO2 contributes significantly to
atmospheric warming. The Earth has been warming ever since the last ice age ended, roughly
12,000 years ago in fits and starts, and it is definitely not proven that man-made CO2 is a
significant contributor to the current warming trend (last 100 years or so). But, for the sake of
argument, let’s assume that CO2 does matter. Further, let’s assume that global warming is a
problem (this is not proven either). Let us also assume that additional CO2 is not a benefit to
plant life, this is crazy, since it is one of their main foods, but let’s assume this. Even with these
assumptions, the Environmental Protection Agency (EPA) is not justified in regulating carbon
dioxide emissions from vehicles. These regulations will only increase the cost of our cars, harm
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our economy, and limit our transportation options. We need efficient, affordable transportation to
rebuild our economy and create American jobs.

According to the proposed regulations, EPA wants to regulate carbon dioxide emissions from
cars and trucks, “because of the critical need to address global climate change.” (74 Fed. Reg.
49454).This regulation does not achieve EPA’s stated goal because, according to EPA data, it
does not reduce global warming or sea level rise in a meaningful way. The regulation states that
the carbon dioxide reductions “are projected to reduce global mean temperature by
approximately 0.007-0.016°C by 2100, and global mean sea level rise is projected to be reduced
by approximately 0.06-0.15 cm by 2100.” [OAR-2009-0472-10450 p.1]

Duke Energy

Duke Energy Business Services LLC (“Duke Energy”), on behalf of Duke Energy Carolinas,
LLC, Duke Energy Indiana, Inc., Duke Energy Ohio, Inc., Duke Energy Kentucky, Inc., and
Duke Energy Generation Services (“DEGS?”), therefore submits the following comments on the
Joint Motor Vehicle Proposal. Specifically, the significant flaws and shortcomings of the Joint
Motor Vehicle Proposal necessitate the withdrawal of EPA’s portion of the proposed rule. Duke
Energy continues to support the enactment of environmentally and economically sustainable
federal climate change legislation. Regulating GHGs under the CAA is the wrong approach.
[OAR-2009-0472-7136.1, p.2]

The U.S. Environmental Protection Agency’s (“EPA”) has stated its view that promulgation of
the GHG motor vehicle standards will subject GHGs to the CAA Prevention of Significant
Deterioration (“PSD”) program and the permitting requirements of Title V of the CAA,
potentially as soon as the date on which the rule becomes final and effective. Duke Energy
believes, however, that EPA’s legal positions in this regard and the analysis presented in the
proposed rule are seriously flawed and must be corrected. [OAR-2009-0472-7136.1, p.2]

The Joint Motor Vehicle Proposal and its supporting documentation makes clear that EPA’s
proposed GHG motor vehicle emission standards are largely duplicative of NHTSA’s proposed
program and that EPA’s proposal will not add in any significant manner to the GHG reductions
and associated impacts of NHTSA’s proposed CAFE standards. Therefore, EPA cannot properly
reach an affirmative endangerment finding to satisfy the requirements of the CAA’s test for
finding “endangerment,” rendering EPA’s proposed GHG motor vehicle emission [OAR-2009-
0472-7136.1, p.2] standards legally (and scientifically) unjustified. Because an affirmative
endangerment finding cannot be legally made, EPA lacks the authority to finalize its proposed
GHG motor vehicle standards under section 202(a) of the CAA. [OAR-2009-0472-7136.1, p.3]

Fertilizer Institute

TFI supports the comments submitted by the National Mining Association on this NPRM. TFI
believes that GHGs should be evaluated and, if necessary, regulated under comprehensive
climate change legislation and not under the piecemeal, command and control approach of the
CAA and other existing statutory programs. Finally, it appears the economic impacts of the
rulemaking have not been fully evaluated. [OAR-2009-0472-7279.1, p.2]
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Hagen, David L.

I petition the Environmental Protection Agency (EPA) to reject regulating carbon dioxide
emissions from vehicles as unjustified. Such regulations unnecessarily harm the economy, limit
transportation, increase the cost of vehicles and reduce jobs. EPA proposes to regulate carbon
dioxide emissions from cars and trucks, “because of the critical need to address global climate
change.” (74 Fed. Reg. 49454). This is a false very weakly founded basis. [OAR-2009-0472-
7218.1, p. 1]

Futile regulation The proposed regulation will fail to achieve EPA’s stated goal. EPA’s
regulation states that the carbon dioxide reductions “are projected to reduce global mean
temperature by approximately 0.007-0.016°C by 2100, and global mean sea level rise is
projected to be reduced by approximately 0.06-0.15 cm by 2100.” This is a negligible result will
not affect global climate at all nor will they affect “public health and welfare” (See Clean Air
Act Sec. 202). [OAR-2009-0472-7218.1, p. 3]

This will cause a massive constraint and financial impact. The National Highway Safety
Administration (NHTSA) estimated that increasing fuel economy standards to 35 miles per
gallon by 2020 would cost the car companies $114 billion. (See Detroit News, “Fuel Plan Would
Cost Big Three” (March 1, 2007). EPA and NHTSA’s plan will increase costs for car companies
and further reduce auto company jobs. Higher priced cars and trucks will make life more difficult
for American families who need affordable transportation options. [OAR-2009-0472-7218.1, p.
3]

EPA would be forced to regulate greenhouse gases under Clean Air Act, sections 108, 111, and
112. This would seriously harm our economy, reduce American jobs, and worsen our
employment situation. [OAR-2009-0472-7218.1, p. 3]

I pray the EPA not to regulate carbon dioxide or greenhouse gas emissions under the Clean Air
Act. These regulations would severely worsen our economy, and massively increase our high
unemployment. It would result in negligible reduction in global temperature while diverting
effort from the critical issue of providing alternative fuels to manage global peaking of light
oil. [OAR-2009-0472-7218.1, p. 3]

Heritage Foundation

We are writing out of serious concern for the unintended consequences along with negligible
environmental benefits likely to result if the Environmental Protection Agency moves forward
with its Proposed Rulemaking to Establish Light-Duty Vehicle Greenhouse Gas Emission
Standards and Corporate Average Fuel Economy Standards. It is unnecessary to move up the
timeframe to create a 35.5 miles per gallon vehicle fleet from 2020 to 2016 - a standard initially
put into place by Energy Independence and Security Act of 2007. The new regulations will
create headaches for struggling automakers, and those automakers will simply pass on higher
costs to the consumers.
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The EPA estimates that the averaged increase cost of a vehicle will be $1,300 in 2016 compared
to today's prices but because consumers will save $2,800 on gas that will offset the increased
purchase price. One senior manager from General Motors’ energy center said meeting the 2020
goal would cost $5,000 to $7,000 to make more fuel efficient cars and light trucks. Moving the
deadline up four years would only exacerbate these costs

The environmental benefits are dubious as well. Touted as a measure to curb global warming,
fuel efficiency standards have very little environmental impact. Newer vehicles with better
efficiency standards may emit less carbon dioxide per mile, but increased fuel efficiency often
leads to more driving and new cars constitute a miniscule source of overall carbon dioxide
emissions. The EPA’s own regulation states that “the rule will lead to global mean temperature
being 16 thousandths of a degree Celsius lower (0.016°C) in 2100.” [OAR-2009-0472-7052.1,

pp.1-2]
Industry Coalition

The Associations acknowledge EPA’s desire to address GHG emissions from mobile sources
quickly, as well as NHTSA'’s need to set new fuel economy standards, which must be [OAR-
2009-0472-7673.1, p.1] promulgated at least 18 months before the affected model year (in this
case the 2012 model year). 49 U.S.C. § 32902(g)(2). However, as proposed, the Motor Vehicle
Rule ignores the enormous burdens the Rule would impose on stationary sources. This omission
violates legal requirements for agency rulemaking, constitutes arbitrary and capricious action,
and is simply bad policy. This is especially so because nearly all the environmental benefits EPA
says will result from its promulgation of the Motor Vehicle Rule under CAA authority would
also result from the NHTSA rule alone. Yet, unlike NHTSA action to raise corporate average
fuel economy (CAFE) standards, the redundant EPA standards promulgated under the CAA
would have regulatory impacts reaching far beyond the automotive industry and would impose
billions of dollars in additional permitting and compliance costs. [OAR-2009-0472-7673.1, p.2]

Thus, although the Associations take no position on NHTSA’s proposal to increase CAFE
standards, we vigorously object to EPA’s proposal to finalize the superfluous Motor Vehicle
Rule under CAA Section 202. EPA’s failure to account here for the PSD and Title V burdens it
elsewhere acknowledges will flow from this rulemaking renders this rulemaking legally invalid.
EPA must fully consider those burdens in this rulemaking. [OAR-2009-0472-7673.1, p.2]

Mass Comment Campaign (48) (unknown organization)

The Environmental Protection Agency (EPA) is not justified in regulating carbon dioxide
emissions from vehicles. These regulations will only increase the cost of our cars, harm our
economy, and limit our transportation options. We need efficient, affordable transportation to
rebuild our economy and create American jobs.

According to the proposed regulations, EPA wants to regulate carbon dioxide emissions from
cars and trucks, 'because of the critical need to address global climate change.'(74 Fed. Reg.
49454).This regulation does not achieve EPA's stated goal because, according to EPA data, it
does not reduce global warming or sea level rise in a meaningful way. The regulation states that
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the carbon dioxide reductions "are projected to reduce global mean temperature by approximately
0.007-0.016°C by 2100, and global mean sea level rise is projected to be reduced by
approximately 0.06-0.15 cm by 2100.'

To be clear, EPA is proposing to increase the price of automobiles by $1,100 per car (74 Fed.
Reg. 49460) in exchange for (according to EPA) a global temperature decrease of 16 thousandths
of a degree Celsius in 90 years. Also, according to EPA, sea level won't rise by an extra 1.5
millimeters. These tiny amounts are so inconsequential that they will not affect global climate at
all nor will they affect 'public health and welfare' (See Clean Air Act Sec. 202).

The proposed regulations will harm our economy. A few years ago, the National Highway Safety
Administration (NHTSA) estimated that increasing fuel economy standards to 35 miles per
gallon by 2020 would cost the car companies $114 billion. (See Detroit News, 'Fuel Plan Would
Cost Big Three' (March 1, 2007). Inexplicably, today NHTSA claims that achieving the 35 miles
per gallon fleetwide standard by 2016, four years earlier, would cost only $60 billion. (75 Fed.
Reg. 49479). This change from NHTSA is not credible. The cost of technology-forcing
regulations do not decrease by half as a result of companies only having half the time to comply
with the regulations.

EPA and NHTSA's plan will increase costs for car companies and further reduce auto company
jobs. Higher priced cars and trucks will make life more difficult for American families who need
affordable transportation options.

To make matters worse, these regulations would start a regulatory cascade. EPA would start
regulating emissions from millions of sources, including large buildings, churches, sports arenas,
office buildings, farms, schools, hospitals' you name it. EPA will be forced to regulate
greenhouse gases with many sections of the Clean Air Act, including sections 108, 111, and 112.
This will further harm our economy, reduce American jobs, and worsen our employment
situation. NHTSA already has the ability to regulate fuel economy without EPA further harming
the economy.

Lastly, we care about our families' safety as much as the Secret Service cares about the
President's safety. There is a clear correlation between size and weight of a vehicle and its safety.
That is why the President's limo only gets a reported 8 mpg, not 35 mpg. The Secret Service
should not have to cut corners in keeping the President safe, just as we should not have to cut
corners to keep our families safe.

EPA should not regulate carbon dioxide or greenhouse gas emissions under the Clean Air Act.
These regulations will make our high unemployment even worse. It does not make sense for
EPA to reduce American jobs, increase the price of cars and trucks, and make America less
economically competitive in exchange for an immeasurable and meaningless reduction in global
temperature. [OAR-2009-0472-10556, pp.1-2]

Mississippi Department of Environmental Quality
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In summary, it does not appear that EPA has properly evaluated the impacts of this rulemaking
on state and local agencies and therefore failed to meet the obligations of the Unfunded
Mandates Reform Act. The potential effects of this rulemaking on state and local agencies as
well as small business that would be subject to the CAA could be disastrous, especially in today's
economic climate. It also does not appear to be necessary to set GHG emissions standards to
obtain the goals of reduced air emissions and increase fuel economy. It is not necessary for EPA
to act now to meet any statutory requirements. Therefore, EPA should not set the proposed GHG
emission standards for Light Duty Vehicles at this time. [OAR-2009-0472-7102.1, pp.1&5]

National Automobile Dealers Association (NADA)

Since dealers are impacted directly by vehicle production mandates, a National Program must
carefully account for potential dealership impacts and concerns. In-use passenger car and light
truck fuel economy and GHG performance will continue to improve as older, less fuel-efficient
vehicles are replaced by newer ones offering comparable performance with improved fuel
economy. To avoid impeding fleet turnover, a National Program must not unduly restrict product
availability, reduce product performance, or increase product price. [OAR-2009-0472-7182.1,

p.11]
National Climate Coalition

The Clean Air Act Is Flawed and National Legislation Is The Best Mechanism For Regulating
Greenhouse Gases

Stabilizing atmospheric greenhouse gas concentrations will require the transformation of our
energy, manufacturing and transportation systems. We believe that this is the work of Congress.
Federal legislation should not only take a broad, flexible multi-sector approach, but also must be
designed to meet multiple objectives, including energy and transportation security, reliability and
affordability; ensuring the economic competitiveness of United States businesses; energy
conservation; strategic technology development; and environmental performance. Such
legislation should also allow for and define the appropriate involvement of other departments
and agencies with expertise in energy, environment, security and transportation in addition to
EPA — something that is necessary yet not permitted under the Clean Air Act. Our highest
priority must be for Congress to establish a uniform national program that will be consistent with
the emerging and overarching international framework. [NHTSA-2009-0059-0086.1, p.4]

For a variety of reasons, the existing Clean Air Act is a poor mechanism for addressing climate
change. Congressional intent in drafting the Clean Air Act was to identify and regulate sources
based on their relatively large emissions. Such sources typically have also been financially able
to bear the costs of regulation. By establishing major source thresholds, the Act excluded from
regulation the large numbers of smaller sources that exist in the United States. The number of
stationary sources subject to regulation has thus historically been relatively small. By all
estimates, however, this number could grow by at least an order of magnitude, perhaps two, and
affect for the first time many previously unaffected sources (e.g., large retail establishments,
schools, hospitals and government facilities) if greenhouse gases are regulated in the same
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manner as criteria pollutants under NSR, and Title V — let alone §112, which has even lower
thresholds for regulation. [NHTSA-2009-0059-0086.1, pp.4-5]

The permitting thresholds under the Act, however, are keyed to emissions levels that are
meaningful only in the context of regulating the local and regional health and welfare impacts of
lower-emitting criteria or hazardous air pollutants. Even small sources have emissions of CO2 as
a result of typical fuel use that would exceed current permitting thresholds on this basis. As EPA
itself underscored in the ANPR and the Tailoring Rule Proposal, the PSD and Title V' programs
would sweep hundreds of thousands of sources not previously subject to regulation into the
scope of the Clean Air Act, at great cost and consequence for the functioning of the economy and
at great administrative burden on regulated sources, EPA, the states and local governments. EPA
estimates that its approach in the Tailoring Rule would avoid over $55.6 billion in the first six
years of regulation — or, stated differently, in the absence of the Tailoring Rule, the cost of
compliance for affected sources and permitting agencies will increase by more than $55.6
billion. [NHTSA-2009-0059-0086.1, p.5]

Paradoxically, forcing the square peg of greenhouse gas emissions into the round hole of the
existing Clean Air Act also has the potential to create adverse incentives that may stifle
innovation and even increase greenhouse gas emissions. This could occur, for instance, if a
company decides to delay improvements that would otherwise reduce emissions intensity to
avoid triggering regulatory requirements, as we have seen occur time and time again under the
New Source Review programs. A practical example of this situation is a turbine upgrade at an
electric generating station. While the project results in more efficient production of electricity, if
that energy efficiency were projected to result in more criteria pollutant emissions on an annual
basis due to increased operations, it is likely the project would not be pursued due to the time
consuming and expensive requirements of the New Source Review programs, including the
likely need to implement additional controls for all pollutants that exceed the NSR pollutant
thresholds. That is contrary to the desired outcome. [NHTSA-2009-0059-0086.1, p.5]

Regulation under the Clean Air Act has historically focused on control of criteria and hazardous
air pollutants to address the local or regional human health, welfare and environmental impacts.
The architecture of the Clean Air Act is thus premised on the concept that state, regional and
federal control of emissions will improve air quality in the corresponding area. This is not
accurate as to greenhouse gases. The greenhouse effect is global -- and localized (or even United
States-wide) emissions reductions will not result in environmental benefits to the United States
in the absence of corresponding international action. Moreover, greenhouse gases at current and
projected atmospheric concentrations have no known direct adverse human health impacts to
which to link standards, and any environmental and welfare impacts only occur over substantial
time, due to the indirect effects of aggregate global levels of greenhouse gases. Thus, greenhouse
gases present a particular regulatory challenge. The same requirements that apply to emissions of
criteria pollutants from stationary sources are not likely optimally to control and provide the
most effective incentives to reduce greenhouse gases emissions. [NHTSA-2009-0059-0086.1,

p.5]

Because the Clean Air Act is such a poor vehicle for addressing climate change, we believe that
further federal legislation is the best approach to reduce emissions that may contribute to global
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warming. We recognize that the Supreme Court’s decision in Massachusetts v. EPA may require
the Agency to commence regulatory action in absence of, or in the face of delayed,
Congressional action. Congress, however, is poised to act. Comprehensive climate change and
energy legislation has been passed by the U.S. House of Representatives, H.R. 2454 - the
American Clean Energy and Security Act of 2009 (Waxman-Markey), and the Senate is
considering stand alone climate change legislation, the “Clean Energy Jobs and American Power
Act” (Kerry-Boxer), and energy legislation, S. 1462 - the American Clean Energy Leadership
Act of 2009 (ACELA). The NCC urges EPA and the Administration to work in support of
prompt Congressional efforts, and exercise its authority only where it can adopt flexible,
appropriate measures to control greenhouse gases in a manner best designed to facilitate ultimate
Congressional action. [NHTSA-2009-0059-0086.1, pp.5-6]

The National Climate Coalition appreciates the opportunity to submit these comments and looks
forward to providing further input. We encourage EPA to work with Congress towards prompt
national greenhouse gas legislation. If EPA must continue to move ahead with rulemakings
under the Clean Air Act, then we urge the Agency to exercise its discretion to limit application of
those sections of the statute that would impose unintended economic harm and divert scarce
public and private resources without commensurate benefit in stabilizing global greenhouse gas
concentrations. As appropriate, in the course of regulating greenhouse gases under the statute,
EPA also should seek prompt Congressional confirmation that such harmful provisions may be
so limited or need not be implemented to address climate change. [NHTSA-2009-0059-0086.1,

p.8]
Process Engineers

With the confirmation of scientific fraud of AGW manifested world-wide, any and all proposed
regulations need to be suspended until after Congressional Inquiry is completed by Senator
Inholf's committee. [OAR-2009-0472-7166, p.1]

Shaw, Donald F.

I oppose the implementation of the proposed requirements. I request that you consider these
comments and drop the proposed requirements. [OAR-2009-0472-7270, p. 1]

I oppose the Environmental Protection Agency (EPA) proposal to regulate carbon dioxide
emissions from vehicles. These regulations will significantly increase the cost of our cars, harm
our economy, and limit our transportation options. Significant hardships will be imposed on
every family. We need efficient, affordable transportation to rebuild our economy and create
American jobs. [OAR-2009-0472-7270.1, p. 1]

The $1100/car is prohibitive and will probably exceed that estimate. [OAR-2009-0472-7270.1, p.
2]

According to the proposed regulations, EPA wants to regulate carbon dioxide emissions from

cars and trucks, “because of the critical need to address global climate change.” (74 Fed. Reg.
49454).This regulation does not achieve EPA’s stated goal because, according to EPA data, it
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does not reduce global warming or sea level rise in a meaningful way. The regulation states that
the carbon dioxide reductions “are projected to reduce global mean temperature by
approximately 0.007-0.016°C by 2100, and global mean sea level rise is projected to be reduced
by approximately 0.06-0.15 cm by 2100.” [OAR-2009-0472-7270.1, p. 2]

The EPA is proposing to increase the price of automobiles by $1,100 per car (74 Fed. Reg.
49460) in exchange for (according to EPA) a global temperature decrease of 16 thousandths of a
degree Celsius in 90 years. Also, according to EPA, sea level won’t rise by an extra 1.5
millimeters. These tiny amounts (assuming they will be realized) are so inconsequential that they
will not affect global climate at all nor will they affect “public health and welfare” (See Clean
Air Act Sec. 202). [OAR-2009-0472-7270.1, p. 2]

EPA should not regulate carbon dioxide or greenhouse gas emissions under the Clean Air Act.
These regulations will make our high unemployment even worse. It does not make sense for
EPA to reduce American jobs, increase the price of cars and trucks, and make America less
economically competitive in exchange for an immeasurable and meaningless reduction in global
temperature.

| appreciate the opportunity to comment on the proposed rule making and recognize that many
past efforts by the EPA have been beneficial to improve our environment. This proposal will
have no beneficial impact while having destructive impact on our economy. [OAR-2009-0472-
7270.1, p. 3]

Spurgeon, C. M.

The Environmental Protection Agency (EPA) is not justified in regulating carbon dioxide
emissions from vehicles. These regulations will only increase the cost of our cars, harm our
economy, and limit our transportation options. We need efficient, affordable transportation to
rebuild our economy and create American jobs. [OAR-2009-0472-7092.1, p. 1]

According to the proposed regulations, EPA wants to regulate carbon dioxide emissions from
cars and trucks, “because of the critical need to address global climate change.” (74 Fed. Reg.
49454).This regulation does not achieve EPA’s stated goal because, according to EPA data, it
does not reduce global warming or sea level rise in a meaningful way. The regulation states that
the carbon dioxide reductions “are projected to reduce global mean temperature by
approximately 0.007-0.016°C by 2100, and global mean sea level rise is projected to be reduced
by approximately 0.06-0.15 cm by 2100.” [OAR-2009-0472-7092.1, p. 1]

EPA should not regulate carbon dioxide or greenhouse gas emissions under the Clean Air Act.
These regulations will make our high unemployment even worse. It does not make sense for
EPA to reduce American jobs, increase the price of cars and trucks, and make America less
economically competitive in exchange for an immeasurable and meaningless reduction in global
temperature. [OAR-2009-0472-7092.1, p. 2]

Texas Industry Project (TIP)

1-66


http:0.06�0.15
http:0.06�0.15

General Comments

Global climate change is a serious issue that is best addressed through concerted international
action and/or comprehensive federal legislation, rather than through unilateral agency regulation
under the current Clean Air Act (“CAA” or the “Act”). Not only did the Supreme Court make
clear in Massachusetts v. EPA that the U.S. Environmental Protection Agency (“EPA” or the
“Agency”) has substantial discretion regarding the timing of any rules, but the Court of Appeals
for the District of Columbia (“D.C. Circuit”) subsequently denied a petition to compel EPA
action in response to Massachusetts v. EPA. [OAR-2009-0472-7430.1, p. 1]

More importantly, Congress is moving forward quickly on comprehensive legislation that would
address the problem of climate change outside of the structure of the current Act. Despite a clear
need to proceed with the utmost caution in this important area, EPA has proposed to regulate
GHG emissions from motor vehicles in the Proposed Rulemaking to Establish Light-Duty
Vehicle Greenhouse Gas Emission Standards and Corporate Average Fuel Economy Standards
(the “Motor Vehicle GHG Rule”). Under EPA’s current interpretation of the CAA, the Motor
Vehicle GHG Rule may (as EPA has stated in the Proposed PSD and Title V GHG Tailoring
Rule (the “PSD Tailoring Rule”) trigger regulation of GHG emissions from millions of
stationary sources, including hundreds of thousands of Texas sources, many of which have never
before been regulated under the Clean Air Act (“CAA”). [OAR-2009-0472-7430.1, p. 1]

The Motor Vehicle GHG Rule, as well as its companion, the PSD Tailoring Rule, are
fundamentally flawed, both procedurally and substantively, and Texas, as the nation’s leading
energy producer and a leader in chemical manufacturing and agriculture, could be significantly
impacted by these federal rulemakings. Most notably, EPA completely failed to evaluate the
burdens of triggering PSD and Title V for GHG emissions under the required federal regulatory
review statutes and Executive Orders. Furthermore, even had the Agency conducted the required
burden analysis, the rule is unlawful, would devastate the Texas and national economies, and the
burdens of regulating GHGs under CAA Section 202 far outweigh the insignificant
environmental benefits of the GHG emission standards. [OAR-2009-0472-7430.1, pp. 1-2]

Accordingly, for all of the reasons discussed in these comments, EPA should withdraw the
Motor Vehicle GHG Rule, and proceed with caution going forward by allowing both the
international community and Congress time to develop a comprehensive and sensible approach
to the global problem of climate change. [OAR-2009-0472-7430.1, p. 2] [See OAR-2009-0472-
7430.1, pp. 2-11 for specific comments related to PSD and NSR for stationary sources in Texas.]

EPA Response:

EPA received several comments opposing the proposed rule, some opposing the overall program
and other opposing various specific aspects of the rule. These comments are addressed generally
here, and in detail in the respective sections of this Response to Comments document and
elsewhere in the rulemaking documents.

Commenters opposing the overall program raised issues of EPA's statutory authority, comments
related to the EPA's separate action on “"endangerment,” and the relationship commenters see
between this action and the permitting of stationary sources of GHGs. (See Section 7.1 of this
document and the preamble for our discussion of permitting issues.) Many of these comments
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request that EPA forego action until such a time when Congress enacts comprehensive climate
and energy legislation. Some commenters support a national program that would involve new
NHTSA CAFE standards but not EPA GHG standards. Some commenters also express concerns
about whether the projected climate benefits of the program are as important and as large as EPA
projects, and are concerned about recent attention to international climate science. Some
commenters (although none from the auto industry) believe that the economic impacts of the
program on the industry and consumers are too high; some of these commenters believe there
will be impacts on vehicle performance and vehicle choice.

EPA has extensively evaluated each of these concerns about the program, and, as stated above,
address them elsewhere in this document and the rule. We have made some relatively minor but
important improvements to the proposed program in response to comments; our overall
conclusions in the NPRM remain the same:
e That the rule represents very important public policy that the Clean Air requires EPA to
take action on,
e That our action is fully authorized by and meets all requirements of the Clean Air Act,
e That our overall assessments of the costs and benefits of program are well documented
and sound, and
e That increased vehicle costs will be offset by fuel savings, and vehicle choice and
performance will not be negatively affected.
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3.0 EPA CO2 Standards

Several commenters provided comments which touch upon two or more aspects of the
proposed EPA GHG standards, as they are broken out in this Section of the RTC
document. Splitting these comments apart according to the organization of this section
might have caused a loss of the context of the specific comment. Citing the entire
comment in each relevant subsection would have produced significant duplication. In
lieu of either of these approaches, we present these integrated comments at a relatively
high point in the organization of this section (e.g., Section 3.0) where all of the relevant
specific aspects of the comment are addressed either at that level or at a more
disaggregated level (e.g., Section 3.1).

Organization: Ford Motor Company
National Automobile Dealers Association (NADA)
New York State Department of Environmental Conservation
University of Miami, School of Law
Dr. Walter McManus, Ph.D., of the University of Michigan
Transportation Research Institute (UMTRI)
Transportation and Buildings Policy for the State of Massachusetts
Executive Office of Energy and Environmental Affairs

Comment:
Ford Motor Company

Ford supported the President's initiative to bring together key stakeholders and work out a
solution to enable a single national program for motor vehicle greenhouse gas and fuel
economy standards. A state-by-state approach to such standards is unworkable for a
variety of reasons, and would impose hardships on consumers, dealers, and
manufacturers. [OAR-2009-0472-7082.1, p.1]

[Ford also submitted these comments as testimony at the Detroit public hearing, See
docket number EPA-HQ-OAR-2009-0472-6815, pp. 16.]

[Ford also submitted these comments as testimony at the New York public hearing, See
docket number EPA-HQ-OAR-2009-0472-4621, pp. 32.]

National Automobile Dealers Association (NADA)

Above all else, the final rule must encompass a single national light-duty vehicle fuel
economy/GHG program that avoids any unworkable patchwork of state laws. The EISA
mandate for a fleet-wide combined fuel economy average of at least 35 miles per gallon
(a 40% increase) by 2020, with a commensurate reduction in GHGs of at least 30 percent,
was Congress’ clear guidance on what a National Program should achieve. Notably,
EISA’s ambitious Congressional mandate resulted from vigorous public debate and, in
the end, received virtually universal support from all interested parties. Unfortunately, the
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proposed National Program downplays EISA’s landmark mandates, opting instead for a
bureaucratic cobbling of new NHTSA CAFE standards together with separate and largely
redundant EPA GHG standards. [OAR-2009-0472-7182.1, p.3]

As the National Program proposal states, “CAFE standards address most, but not all, of
the real world C0O2 emissions because EPCA requires the use of 1975 passenger car test
procedures under which vehicle air conditioners are not turned on during fuel economy
testing.” 74 Fed. Reg. 49458. EPA’s test procedures used to calculate CAFE standards
are based on equations involving a carbon balance technique where fuel economy is
calculated from the measurement of exhaust emissions and an assumption that the
quantity of carbon in a vehicle’s exhaust gas is equal to the quantity of carbon consumed
by the engine as fuel. The physics and chemistry involved spell a direct relationship;
controlling fuel economy controls GHGs and controlling GHGs controls fuel economy.
Clearly, the most straightforward and elegant National Program would be one with
NHTSA regulating tailpipe GHGs through its long-established, Congressionally-
mandated CAFE standards, supplemented by a few appropriately tailored EPA rules
governing vehicle air conditioning (under Title VI of the CAA), fuel design, and vehicle
use. Several of the comments below point to areas where EPA’s tortured attempt to
overlay GHG rules on top of NHTSA’s CAFE standards raise significant issues of
concern. [OAR-2009-0472-7182.1, p.3]

In any event, NADA strongly objects to the proposal’s admitted attempt to incorporate
the fuel economy/GHG rules promulgated by California’s unelected Air Resources Board
(CARB). CARB’s long history of appropriately addressing mobile source criteria and
hazardous pollutants, in no way justifies incorporation of its GHG rules as they are
neither practically necessary to nor legally appropriate for a well-designed National
Program. It is in this light that NADA recently challenged EPA’s reversal of its prior
denial of CARB’s request for authority to regulate motor vehicle fuel economy and
GHGs. NADA ‘s legal challenge has nothing to do with the propriety of raising

fuel economy standards, but rather arises from the unworkable impact on dealership new
vehicle commerce that would result from a “patchwork of state—based regulations.
Notably, nothing in EISA changed EPCA’s explicit preemption of the adoption or
enforcement of laws “related to” fuel economy by states, an express preemption
necessary to ensure national uniformity and to avoid a patchwork of state-by-state
mandates. CARBs “flat standard” approach to regulating motor vehicle fuel economy and
GHGs clearly fails to account for all relevant criteria necessary to a National Program,
directly relates to and conflicts with the federal CAFE standards, and unquestionably
undermines the safety. job loss, equity. and consumer choice considerations mandated by
EPCA. [OAR-2009-0472-7182.1, p.3]

The National Program very ambitiously proposes to pull forward EISA’s 2020 target by
four years. Recently, a top EPA official stated that EPA and NHTSA have “put together a
single national standard with one implementation.” Cobbled together and christened the
“National Program,” the proposal in reality is not a “single national standard,” but three
fuel economy standards separately administered by NHTSA, EPA and CARB. The
proposal claims that the National Program will be “harmonized” and “consistent, “ yet it
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is virtually impossible for the CAFE program, the CAA, and CARB’s regulations
(designed to regulate GHGs only from light duty vehicles produced for sale in California)
to be so as each agency must follow separate statutory frameworks. The National
Program is in fact three different fuel economy standards, set by three different agencies,
governed by three different laws. [OAR-2009-0472-7182.1, p.5]

Automakers producing light-duty vehicles for sale in MY's 2012-2016 will have to
comply with all three standards, even when their mandates and policies conflict. This
makes for an unnecessarily complex and costly regulatory program with scant (if any)
commensurate additional benefits. While the proposal gives lip service to harmonizing
these three mandates, in reality it falls far short in that regard. For example, it fails to
adequately rationalize and equalize GHG tailpipe emissions between the NHTSA and
EPA standards. Perhaps one solution to this specific issue would be for NHTSA to adjust
its curves downward to better reflect the contribution A/C improvements will make to
overall GHG reductions. [OAR-2009-0472-7182.1, pp.5-6]

Curiously, the proposal fails to establish a “ratable” ramp-up of fuel economy targets.
The worst example of this is the unjustifiably large jump between MYs 2011 and 2012.
Put simply, the proposal’s standards require too much, too soon. Given the unprecedented
targets proposed for MY 2016, the National Program should adopt a more equitable and
linear rate of annual increase for MY's 2011-2016, and even should consider back loading
higher increases into the later model years. NADA does not suggest what targets are
feasible or practicable for any given model year, as such determinations depend on an
appropriate evaluation of vast amounts of often confidential business data viewed in the
light of statutory criteria and numerous assumptions. Of course, an ongoing evaluation of
manufacturer product plan information is essential, as exemplified by NHTSA’s recent
request for future data. The feasibility and practicability of compliance changes with time
for many reasons, not the least of which is the ability of economically constrained vehicle
manufacturers to develop and implement new technologies, and the willingness of the
motoring public to pay for those new technologies if and when they choose to buy or
lease a new vehicle. [OAR-2009-0472-7182.1, p.6]

Ultimately, any National Program cannot impose standards beyond those deemed to be
“maximum feasible.” “Economic practicality” is one key criterion for making that
statutory determination, and any analysis of such must recognize, preserve, and capitalize
on consumer choice and affordability. Again, unless and until vehicles covered by CAFE
standards are actually purchased, projected fuel economy and GHG reduction benefits
will be illusory. Moreover, all three standards must take into account impacts on new
passenger car and light truck dealerships. Dealerships directly purchase the vehicles
produced by manufacturers. If the National Program mandates vehicles that are
unacceptable to the motoring public for cost or performance reasons, potential new
vehicle customers predictably will hold on to their existing vehicles longer or will turn to
the used vehicle marketplace. The result: unwanted new vehicles languishing on
dealership lots, with a decline in dealership sales, income, profits, and employment, and a
predictable rise in business failures. [OAR-2009-0472-7182.1, p.6]
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[National Automobile Dealers Association also submitted these comments as testimony
at the New York public hearing, See docket number EPA-HQ-OAR-2009-0472-4621, pp.
80-84, 88-89.]

New York State Department of Environmental Conservation

New York will deem vehicles that comply with the new federal standards to be in
compliance with its adopted state standards from 2012 through 2016. We wish to
emphasize that the Clean Air Act provision of states' rights to adopt motor vehicle
standards - for California under Section 209 and for other states under Section 177 - was
crucial in allowing New York and other states to lay the groundwork and create the
momentum for this national vehicle GHG emissions reduction program, as it was for
many other previous ground-breaking mobile source regulatory programs. Therefore, our
statutory right to adopt more rigorous motor vehicle standards than the federal
government's proved to be a valuable catalyst for innovation and progress. [OAR-2009-
0472-7454, cover page 2] [New York State Department of Environmental Conservation
also submitted these comments as testimony at the New York public hearing, See docket
number EPA-HQ-OAR-2009-0472-4621, pp. 13-16]

The New York State Department of Environmental Conservation (Department) agrees
with EPA's stated goal of increasing the stringency of greenhouse gas emissions
standards at a rate such that manufacturers can comply by making emissions reductions
as part of regularly scheduled vehicle redesigns. We believe that the proposed standards
are reasonably achievable, and are phased in at an appropriate pace. [OAR-2009-0472-
7454, p.1]

University of Miami, School of Law

The time frame of the proposed rule nevertheless poses some concern. The standards
should not cease to apply in 2016, but should remain in effect until a comparable or more
stringent standard is permanently in place. Before drafting the rule, the EPA should make
sure to explore other related transportation-emitters that could be regulated as part of this
effort. In this way, the standards can be applied to more than 60% of emissions from
transportation. [OAR-2009-0472-6770, p. 1]

Dr. Walter McManus, Ph.D., Research Scientist, University of Michigan
Transportation Research Institute (UMTRI)

EPA and NHTSA have proposed a new methodology for analyzing potential CAFE and
GHG emissions standards that is more transparent, replicable, and accurate that the prior
methodology. [OAR-2009-0472-3651.1, p.3]

Among other objectives, Congress wants fuel economy standards that balance the
benefits from reducing negative external effects of fuel consumption with the costs of
improving vehicle fuel economy. The benefits can generally be estimated with public
data, but to estimate the costs it would be helpful to use private information on costs
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known only to the automakers. This information asymmetry has the potential to introduce
“gaming” into the process. [OAR-2009-0472-3651.1, p.3]

[[Dr. McManus, also submitted these comments as testimony at the Detroit public
hearing, See docket number EPA-HQ-OAR-2009-0472-6185, pp. 36-37.]

Transportation and Buildings Policy for the State of Massachusetts Executive Office
of Energy and Environmental Affairs

As a result of the differences in the EPA and NHTSA statutes, there are two key areas
that | would like to highlight. First, in the proposed rulemakings, the GHG benefits
estimated from the EPA-proposed, footprint-based standard, expressed as grams per mile
or CO2 are slightly higher than what NHTSA's proposing for CAFE. This is primarily
because the CAFE standards do [EPA-HQ-OAR-2009-0472-4621, p.24] not account for
greenhouse gas emissions from vehicle air conditioning systems. In contrast, EPA gives
the automobile manufacturers the ability to obtain credit for reducing CO2 and
hydrofluorocarbon emissions from air conditioning systems. We believe EPA's approach
is correct; requiring additional reductions from air conditioning systems represents,
quote, a whole vehicle approach which is appropriate. [EPA-HQ-OAR-2009-0472-4621,
p.25]

EPA Response:

As indicated by the organization of Section 3, there are many important aspects of the
EPA GHG standards for motor vehicles. We have attempted to separate the comments
received according to their primary focus and address each group of similar or
comparable comments together in a cohesive manner. The comments cited above in
Section 3.0 interweave many of these aspects in a way that was not easily separable.
Rather than repeating these comments in two or more of the following sub-sections of
Section 3.0, we present these comments here together. The issues which they raise,
including the interaction between state and federal programs, the overlap of the NHTSA
and EPA standards, the overall stringency of the NHTSA and EPA standards, the
stringency of the 2012-2016 standards (including the issue of EISA’s direction to
NHTSA for a ratable increase in the standards through 2020) and the desirability of
carrying the current approach to standard setting forward beyond the 2016 model year
will be addressed as each of these issues is focused on more specifically in the various
sub-sections of Section 3.0 of this RTC document.

3.1 National versus state standards and harmonization of EPA and NHTSA
standards

Organization:Center for Biological Diversity
Environmental Defense Fund
Alliance of Automobile Manufacturers (Alliance)
New York University School of Law, Institute for Policy Integrity (IPI)
General Motors
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Volkswagen Group of America (Volkswagen)

BMW of North America, LLC (BMW)

National Association of Manufacturers (NAM)
Senator Fran Pavley, California State Senate
Consumer Federation of America

University of California, Los Angeles School of Law
State of New Jersey

State of Washington Department of Ecology
Environment New Jersey

Comment:
Center for Biological Diversity

C. The Effect of Other Motor Vehicle Standards on Fuel Economy Supports More
Stringent Standards

California has consistently led the way in seeking to set higher mileage standards, and is
a leader in the regulation of GHG emissions. Undoubtedly, this trend will continue. Thus,
the ability of California to seek additional waivers in the future to continue in this
leadership role argues for the setting of more stringent national standards as well. [OAR-
2009-0472-7265.1, p. 19]

Alliance of Automobile Manufacturers (Alliance)

In addition, the Alliance supports creation of an effective single, national program that
automakers can plan to meet and that will minimize the disruptions of multiple programs
on vehicle choice and availability. The Administration fundamentally has accomplished
this objective for the 2012-2016 timeframe. Beyond 2016, this goal must still be pursued.
It is important that all key stakeholders, including California and states adopting
California standards, be included in this process. It is also critical that the Federal
government continue working to develop an integrated approach that addresses
infrastructure, vehicles, fuels and fuel quality, and consumer behavior, as well as all other
sectors of the economy. [OAR-2009-0472-6952.1, pp.1-2]

Harmonization of EPA and NHTSA S-Curves

Harmonization between the EPA and NHTSA programs is critical to meeting the
National Program’s target of 250g CO2/mile by MY 2016. Both agencies stress the
importance of harmonization in the May 22, 2009 Notice of Intent, where the word
harmonization is mentioned nine times. The Notice of Intent describes key elements of
the National Program as follows:

EPA and NHTSA intend to propose two separate sets of standards, each under their
respective statutory authorities. EPA expects to propose a national CO2 vehicle emissions
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standard ....NHTSA expects to propose appropriate related CAFE standards. [OAR-
2009-0472-6952.1, p.31]

EPA standards recognize the CO2 benefit from investing in air conditioning technology
improvements, whereas NHTSA’s standards are constrained from doing so. Since the
agencies are taking different approaches to reaching the same 2016 goals, the National
Agreement states that a manufacturer should be able to build a single national fleet of
light-duty vehicles that simultaneously satisfy the requirements of both programs. For a
single product plan to meet both the EPA and NHTSA approaches, the stringency of the
tailpipe CO2 standards must be equivalent between the two programs. However, the
stringencies of the tailpipe standards are not equivalent in the proposed rule. A primary
reason for this lack of equivalency is the air conditioning assumptions being made in the
translation between the NHTSA and EPA standard curves. [OAR-2009-0472-6952.1,
pp.31-32]

Manufacturers that employ a higher level of A/C system advancements will not realize
the benefit under the NHTSA CAFE program. If the NHTSA curves fail to recognize the
A/C system improvements a manufacturer may make under the EPA framework, the
curves could have the unintended consequence of discouraging A/C system
improvements. This disconnect, effectively leads to a more stringent overall National
Program than is contemplated by the Notice of Intent. [OAR-2009-0472-6952.1, pp.33-
34]

As an example, one manufacturer may want to implement alternative refrigerants as
quickly as possible. EPA recognizes the benefits of low GWP refrigerants and rewards
this with 14.9 g/mi credit. If the manufacturer’s strategy was to do this on half of its
vehicle fleet in MY 2012, the manufacturer would earn 14.9 g/mi CO2e divided by two,
or 7.5 g/mi CO2e credits for the refrigerant portion alone (plus other indirect credits).
This is more than twice the average credit level assumed. A strategy like this may be the
most technologically feasible way to overcome the steep near term increase in the MY
2011-2012 standards, while the manufacturer is implementing the longer lead time fuel
efficiency strategies. [OAR-2009-0472-6952.1, p.34]

This same manufacturer may determine that the best and most economically practicable
way (given the capital constraints currently faced by the industry) for complying with this
rule is to maximize A/C improvements in combination with fuel economy improvements.
The current NHTSA S-curve translation would penalize this approach even though
equivalent GHG reductions would be achieved. [OAR-2009-0472-6952.1, p.34]

The issue here has to do with harmonizing the two rules — a key objective of a successful
National Program. Manufacturers still have to meet the overall stringency of the joint
program. [OAR-2009-0472-6952.1, p.34]

Recommendation
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NHTSA needs to adjust the S-curves downward for 2012-16 model years to allow for the
potential strategy of pursuing maximum A/C improvements to lower GHG emissions.
The Alliance’s proposed adjustments can be accomplished without backsliding from the
MY 2011-15 fuel economy standards published in the April 2008 NHTSA NPRM (and
later withdrawn). 73 Fed. Reg. 24,352 (May 2, 2008). [OAR-2009-0472-6952.1, p.34]

The table below quantifies the difference in CO2e between the April 2008 NPRM and the
September 2009 NPRM. The difference in COZ2e quantity (shown in column E) could be
used without backsliding from the April 2008 NPRM. NHTSA should re-translate the
EPA S-Curves by the amount in Column G. There would be no environmental loss with
such an approach because a manufacturer that does not pursue maximum air conditioning
credits would be required to achieve the necessary CO2 reductions through tailpipe
emissions. [OAR-2009-0472-6952.1, p.34]

Consideration of EPA's 2012-2016 Model Year GHG Standards

With respect to EPA's 2012-2016 GHG standards, it is important to note that the current
joint NPRM is the result of an agreement in principle between the federal government,
California, and the automakers in support of one national program for GHG and fuel
economy standards for model years 2012-2016. Under the agreement in principle, EPA
and NHTSA are working together to ensure that their respective standards are
harmonized as closely as possible, in keeping with the joint rulemaking notice.
Obviously, the harmonization effort requires both agencies to be aware of and ‘consider’
what the other is doing, so they can make adjustments that align the requirements of both
the GHG and fuel economy programs. As evidenced by the NPRM, NHTSA and EPA
have been engaged in the harmonization effort for some time now, and they should
continue in that effort to the conclusion of the joint rulemaking process. This will fulfill
NHTSA's obligation to 'consider' EPA's GHG rules under Section 32902(f). Of course,
the process of ‘considering’ and harmonizing with EPA's GHG rules does not eliminate
NHTSA's obligation to set standards that conform to the other criteria set forth in EPCA.
For example, NHTSA must see to it that nothing resulting from the harmonization effort,
or any other aspect of the standard-setting process, will result in fuel economy standards
that are not technologically feasible or economically practicable. NHTSA has an
independent obligation under EPCA to make sure that those criteria are satisfied under
any final rule. Likewise, any regulations adopted by EPA under the Clean Air Act for
model years beyond the scope of the current proposal must be consistent with the goals
and purposes of EPCA and must respect NHTSA'’s primary role in setting fuel economy
standards in consultation with EPA and other agencies. [OAR-2009-0472-6952.1, p.66]

Consideration of California's 2012-2016 Model Year GHG Standards

Under the agreement in principle mentioned above, the California Air Resources Board is
expected to promulgate amendments to its regulations providing that compliance with the
federal GHG/fuel economy program is deemed to satisfy compliance with the California
program. Under this framework, as the Alliance understands it, the California GHG
standards will have no independent practical impact on fleet-wide fuel economy in the
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2012-2016 time frame. Assuming that the agreement in principle is carried out as
anticipated, the existence of California GHG regulations for the 2012-2016 model years
should therefore not have any impact on NHTSA's standard-setting process. [OAR-2009-
0472-6952.1, p.66]

Consideration of EPA or CARB GHG Standards for the 2017 Model Year and Beyond

The Alliance and all stakeholders have agreed that the best approach to control mobile
source GHG emissions is through a national program. The Alliance supports the concept
of a national program beyond the 2016 model year and urges all other stakeholders to do
likewise. The Alliance is confident a national approach can and will be achieved for the
post-MY 2016 time frame, and we will work diligently towards that goal. Assuming the
‘one national program' approach continues beyond 2016, and the standard-setting process
for 2017 and beyond is conducted under a joint rulemaking much like the current one,
NHTSA's obligation to consider EPA's GHG rules under Section 32902(f) would be
similar to what is outlined above for the 2012-2016 time period. [OAR-2009-0472-
6952.1, pp.66-67]

New York University School of Law, Institute for Policy Integrity (IPI)
(3) Program Choice

The program proposed by EPA builds largely on the structure of its previous regulatory
programs, taking the form of traditional command-and-control regulation. [OAR-2009-
0472-7232.3, p. 14]

EPA has submitted its positive endangerment finding on greenhouse gas pollutants under
Section 202 of the Clean Air Act (CAA) to the White House Office of Management and
Budget for final approval. Once that finding is finalized, the CAA requires EPA to
promulgate regulations. As explained in IPI’s report, The Road Ahead, the statutory
language in Title 11 of the CAA limits EPA in its choices to regulate under this section;
regulations must be in the form of emissions standards mandating some type of limit on
GHG emissions. These types of command-and-control regulations will be detrimental to
any subsequent cap-and-trade system that covers GHG emissions from vehicle fuel,
whether created by Congress or by EPA. [OAR-2009-0472-7232.3, pp. 14-15]

Assuming California’s existing standards for motor vehicle emissions are close to
efficient, EPA’s attempt to harmonize its proposed GHG standards with Californian
policy is the optimal regulatory choice. This harmonization will minimize any inefficient
interaction of the standards with a subsequently enacted cap-and-trade system, by
creating a single uniform regulatory regime. Through this method, EPA avoids increasing
regulatory obligations on (or creating regulatory uncertainty for) car manufacturers, as
manufacturers already need to comply with similar regulations for cars sold in California
and the seventeen other states that have adopted California’s standards. [OAR-2009-
0472-7232.3, p. 15]
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Although the proposed GHG regulations fulfill EPA’s legal duty under Section 202, the
program does not reach an efficient level of GHG reductions in the transportation sector.
The proposal does not create a uniform regulatory framework applicable to all mobile
sources and does not effectively maximize social welfare or minimize costs. In April
2009, IPI submitted a rulemaking petition to EPA requesting the creation of a
comprehensive cap-and-trade system under Section 211 of the CAA for vehicle fuel used
in all mobile sources. A cap-and-trade rulemaking would be more effective at addressing
GHG emissions of all mobile sources, including sources such as off-road vehicles and
marine vessels, which are not subject to a similar statutory scheme as light-duty vehicles.
It would also allow EPA to regulate emissions at the source of fuel sale, manufacture, and
import rather than requiring piecemeal command-and-control regulation of various
vehicle sectors. The outlines of such a program, and the statutory authority for the
program under the CAA, are more clearly outlined in IP1’s petition and IPI’s report The
Road Ahead, included as attachments to these comments. [OAR-2009-0472-7232.3, p.
15]

General Motors

Our working together in a common direction on a single national approach could
accomplish much more, consistent with the energy needs and the environmental priorities
of the country. We knew then only about the framework for the proposed regulations.
But we made clear that we were prepared to work with EPA and NHTSA, and in that
regard, | appreciate this opportunity to testify today to reaffirm GM's commitment from
last May and to comment briefly on the proposed rules of the two agencies. [OAR-2009-
0472-6185, pp.9-10]

Volkswagen Group of America (Volkswagen)

Volkswagen has concern that the relative stringency between the EPA GHG proposed
regulation and the NHTSA CAFE: regulation is not equivalent. It is our understanding
that the EPA regulation would be more stringent than the NHTSA regulation due to the
credit flexibility offered under the EPA GHG proposal. The preamble speaks at length
about the need for harmonization and the effort spent to harmonize the NHTSA CAFE
program and the EPA GHG requirements under a National program. We expected the
stringency published for the EPA GHG as the 250 gram/mile combined car and truck
fleet target as outlined by the President's announcement on May 19, 2009 was a given
value that the collective automotive companies and other stakeholders could agree to. In
the joint NPRM, however, we were surprised to see the stringency of the NHTSA curves
when they are converted to a CO2 basis. The NHTSA curves match the stringency of the
EPA targets, especially in the earlier years of the regulation. In particular, the 2012 MY
curves are essentially the same when the NHTSA curve is converted to a CO2 basis. This
is troubling because we do not believe this increased stringency of the NHTSA targets
allows manufacturers complete confidence they can build a single fleet that complies
with both regulations. During negotiations earlier this year leading up to the
announcement of the National agreement it was thought that if a manufacturer complied
with the EPA GHG regulation that in turn meant that the manufacturer also complied
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with the NHTSA CAFE regulation. Based on the current CAFE targets published in the
NPRM we see the possibility that manufacturers can achieve the EPA targets but not the
NHTSA targets, leading to the situation where a manufacturer could comply with the
EPA regulation but still pay a CAFE penalty. We ask the agencies to examine this
possibility and adjust the NHTSA targets to allow the regulations to be better
harmonized. As discussed in the Alliance comments, we agree that this issue is due to the
air conditioning credit NHTSA is assuming as they establish their curves. We
recommend that the offset between the EPA and NHTSA curves should be constant and
should be based on the maximum A/C credit that can be realized under the CO2
compliance requirements. This provides incentive to reduce GHG emissions through the
use of improved A/C system. As is mentioned several times in the regulation, the goal is
to set the relative levels of the standard to, 'represent a harmonized approach that will
allow industry to build a single national fleet that will satisfy both the GHG requirement
under the CAA and CAFE requirements under EPCAIEISA' (Federal Register, Monday,
September 28, 2009, page 49468, Section 2, Level of the Standards). [OAR-2009-0472-
7210.1, pp.4-5]

CO2 uses a sales-weighted fleet average calculation. CAFE uses a harmonic sales-
weighted fleet average calculation. We only note that a consistent calculation method
between the two regulations may be preferred. If changes are made to harmonize the
calculation method, however, the relative stringency of the regulations must be
maintained. [OAR-2009-0472-7210.1, p.9]

BMW of North America, LLC (BMW)

[These comments were submitted as testimony at the New York public hearing. See
docket number EPA-HQ-OAR-2009-0472-4621, pp. 136.]

We also would like to mention 25 that we very much appreciate the collaboration of the
State of California in helping to make this National Program a reality. The greenhouse
reduction targets of California have been met with a single national standard. [These
comments were submitted as testimony at the New York public hearing. See docket
number EPA-HQ-OAR-2009-0472-4621, p. 137.]]

National Association of Manufacturers (NAM)

NAM supports the Administration’s broader policy objectives of harmonizing vehicle
emission standards under a National Program and promotion of energy efficiency through
enhanced CAFE standards through the Department of Transportation (DOT). Not only
does establishment of national, uniform standards have the potential - if implemented
correctly- to create a climate of investment certainty necessary to make long-term
business decisions, but stronger energy efficiency objectives will also enhance domestic
energy security, which is a key policy priority for manufacturers. The NAM applauds the
Administration’s objective to mitigate the additional costs that manufacturers would
otherwise face in having to comply with multiple sets of federal and state standards.
[OAR-2009-0472-7215.1, p.1]
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The NAM supports the Administration’s goal to harmonize fuel efficiency standards by
implementing a federal rule that will pre-empt disparate state and regional programs.
However, manufacturers believe that the process established by EPA, by using the Clean
Air Act as its primary statutory vehicle, is deeply flawed and will have the unintended
and unmanageable consequence of triggering regulation of millions of stationary sources.
By resorting to the CAA, the EPA has established a process that will undermine private
and public efforts to recover from the deepest economic downturn since the 1930s.
Alternatively, the EPA should promulgate a rule that adequately decouples the goal of
achieving greater fuel efficiency and reduced light-duty vehicle GHG emissions from the
consequence of regulating GHG emissions from millions of stationary facilities. Any
failure to do so will inflict harm on the manufacturing sector for which the NAM must
seek appropriate remedies, legislative or otherwise. [OAR-2009-0472-7215.1, p.5]

Senator Fran Pavley, California State Senate

One of the cornerstones of the agreement underpinning these proposed regulations is that
it strongly reiterates California’s authority under the Clean Air Act to set its own
greenhouse gas standards as part of the national program, and California will continue to
be able to set new standards once the program expires in 2016. It is absolutely essential
that any ruling to extend the federal program beyond 2016 does not either consciously or
inadvertently create de-facto preemption for California and other states to move forward
with their own programs, including further regulations for automobiles and trucks. State
actions not only enable and accelerate progress toward emissions reduction goals, but
also help spur technological innovation that will benefit the entire country. This is
absolutely crucial because of California’s special challenges to meet air quality standards
to protect our citizens’ health and safety. [OAR-2009-0472-7275.1, p.4]

[Senator Fran Pavley also submitted these comments as testimony at the Los Angeles
public hearing. See docket LA EPA Hearing EPA-HQ-OAR-2009-0472-7283, pp. 13-20]

Consumer Federation of America

From a policy perspective, it is critically important that the Clean Air Act’s framing of
standard setting, which allows EPA to take a long-term view and a technology-forcing
role, is being joined to the NHTSA approach. It must shake the standard setting process
out of its lethargy. The decision to join NHTSA and EPA creates the opportunity for a
major improvement in the regulation of automobiles because the Clean Air Act allows
EPA to take a longer-term view with greater flexibility. Moreover, the lengthy discussion
of the failure of the market to yield an efficient outcome with respect to energy efficiency
presented in Section 11 has two critical purposes in these comments and the process of
standard setting for both fuel economy and tailpipe emissions.

First, the explanation of why the vehicle fleet is less efficient than it should be is critical
to understanding why fuel economy standards are the right policy to address the problem
and how those standards should be set. The explanation of the “efficiency gap” (the gap
between the optimal level of efficiency and the level the marketplace yields) involves a
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host of market imperfections, barriers and obstacles on both the supply and the demand
side. Our analysis shows that setting fuel economy standards is an ideal approach to
addressing the market imperfections, barriers, flaws and obstacles that underlie the
market failure.

Second, and more importantly, the law and practice of setting fuel economy standards at
NHTSA under the Energy Policy Conservation Act have severely restricted the ability of
the agency to set fuel economy standards in the public interest (see Exhibit 11-13).
Standards are the right policy instrument, and EPA is the right agency to take the lead for
a variety of reasons

First, NHTSA is required to achieve only a 35-mile per gallon standard by 2020, but
beyond that there is no mandate to achieve higher levels of fuel economy. In contrast, as
a result of a recent Supreme Court ruling, EPA is obligated under the Clean Air Act
(CAA) to regulate tailpipe emissions of pollutants, such as carbon dioxide.

Second, NHTSA is severely constrained in the time frame for which it can set standards.
It must give the automakers at least 18 months advance notice of what the standard will
be and it cannot set standards more than 5 years in advance. This narrow window for
standard setting is too short for effective long term planning. The rulemaking period
barely covers a full product design cycle. NHTSA has repeatedly said that the time frame
IS too short to ask the industry to do too much. The short time horizon shortchanges the
public. EPA is not under this time constraint. Therefore, it can give the industry a long-
term trajectory that promotes energy efficiency and environmental clean-up. In other
words, NHTSA has neither the legal mandate nor the ability to take a long-term view of
fuel economy, but EPA has the ability to do so for tailpipe emissions. [OAR-2009-0472-
7272.1, pp.35-36]

University of California, Los Angeles School of Law

As you work to finalize the proposed federal greenhouse gas emissions standards
referenced above, | write to urge you to resist any efforts restricting the right of
California, after 2016 and under the Clean Air Act, to regulate automobile emissions
more strictly than the federal government. [OAR-2009-0472-7263.1, p. 1]

For over 40 years, California has had the authority to set stricter standards than the
federal government for automobile emissions under the Clean Air Act. For thirty years,
other states have been permitted to adopt those tougher standards. The program has
worked exceedingly well, with California’s regulations often serving (as here) as a model
for other states and even for national programs by showing what is possible. [OAR-2009-
0472-7263.1, p. 1]

The tradition of state innovation benefits the country as a whole. When the Clean Air Act
was passed, California had already begun, by necessity, to regulate motor vehicle
emissions in significant ways. Congress wisely allowed California's program to remain
and allowed other states to adopt California’s regulatory program. Over time, California
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has shown an ability and willingness to regulate creatively in the public interest in ways
that often lead to innovative solutions. This very federal rulemaking would not have been
possible without the leadership of the states, and it should not be used as a means to
restrict states’ abilities to continue to serve as leaders in the future. [OAR-2009-0472-
7263.1, pp. 1-2]

Indeed, the national agreement paving the way for these regulations, signed onto by car
manufacturers, states, and federal agencies, explicitly affirms “that the proposed national
program would not alter California’s longstanding authority under the Clean Air Act to
have its own motor vehicle emissions program.” [OAR-2009-0472-7263.1, p. 2]

It is especially important to continue to allow California, post-2016, to address the threat
posed by emissions of greenhouse gases from cars. In part because of a strong history of
energy conservation in the state, motor vehicles are California’s largest source of
greenhouse gas emissions and it will be difficult for the state to meet its GHG reduction
requirements, enshrined in laws like California’s Global Warming Solutions Act, without
maintaining flexibility in dealing with passenger vehicle GHG emissions. California’s
greenhouse gas laws themselves have served as models for the nation, and many are
looking to California’s implementation of these laws as indicators of the potential success
of GHG emission reduction programs more generally. For this reason as well, it would be
a serious error for EPA to tie California’s hands in regulating its most significant source
of GHG emissions going forward. [OAR-2009-0472-7263.1, p. 2]

State of New Jersey

These reductions are critical [These comments were submitted as testimony at the New
York public hearing. See docket number EPA-HQ-OAR-2009-0472-4621, pp. 113.] for
the state to achieve its 2020 and 2050 greenhouse gas goals. Future federal programs
should not preempt the states from establishing appropriate greenhouse gas emission
reduction programs, including additional motor vehicle programs as they are provided for
by federal law. [These comments were submitted as testimony at the New York public
hearing. See docket number EPA-HQ-OAR-2009-0472-4621, p. 114.]

Several other northeastern states who like New Jersey have already adopted and
implemented the low emission vehicle program, as well as California, we've heard from
NESCAUM and NACAA earlier today, we support their comments of the states and the
regional groups and will highlight issues covered in their testimony in our written
comments. [These comments were submitted as testimony at the New York public
hearing. See docket number EPA-HQ-OAR-2009-0472-4621, p. 114.]

State of Washington Department of Ecology
The importance of preserving the Clean Air Act provision of state's rights to adopt motor
vehicle standards - for California under Section 209 and for other states under Section

177 - cannot be overstated. The Federal Clean Air Act generally prohibits states from
adopting new motor vehicle emission standards. However, Congress specifically
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authorized California to establish its own emission standards for cars. Courts upheld this
approach:

Congress intended California to continue and expand its pioneering efforts at adopting
and enforcing motor vehicle emission standards different from and in large measure more
advanced than the corresponding federal program. [OAR-2009-0472-7299, p.1] Motor &
Equipment Mfrs. Ass'n v. EPA (MEMA I'), 627 F 2d 1095, 110-11 (D.C. Cir. 1979).
[OAR-2009-0472-7299, p.2]

According to the National Academies' National Research Council, California has used its
authority as Congress intended, by implementing more aggressive measures than the rest
of the country and serving as a laboratory for technological innovation. California's
action paved the way for other states across the country to exercise their statutory
authority under Section 177 of the Clean Air Act; 14 other states have adopted
California's standards. As one of the first states to follow California's lead, Washington
adopted California's GHG regulations on May 6, 2005. [OAR-2009-0472-7299, p.2]

The federal government has been a follower, not a leader, in vehicle emissions
improvements. [OAR-2009-0472-7299, p.2]

California’s statutory right to adopt more rigorous motor vehicle standards than the
federal governments, and other states' rights to opt in to California's programs, must be
acknowledged as the catalyst for this national vehicle GHG emissions reduction program.
[OAR-2009-0472-7299, p.2]

EPA should join state and local clean air agencies as an active proponent for the full
preservation of these states' rights. [OAR-2009-0472-7299, p.2]

Environment New Jersey

For most of this decade, you know, unfortunately, we've had to look to the states on clean
car legislation, clean car advocacy. Now it's time as we grapple with this crisis finally to
give the green light to clean cars on the national level and nowhere is that more
appreciated than in states like New Jersey and the other states which Steve [Steve Flint of
the Mobil Sources and Fuels Committee of the National Association of Clean Air
Agencies (NACAA) EPA-HQ-OAR-2009-0472-4621, p.53-65] mentioned and that have
become leaders on this issue. We believe firmly in the adage from Supreme Court Justice
Louis Brandeis, the states are the laboratories of democracy, and | believe that was
especially proven from the advocacy work over the course of this decade. [EPA-HQ-
OAR-2009-0472-4621, p.67]

Second, specifically on the rule proposal, that it's a first strong step but must be

strengthened to meet President Obama's proposals. [EPA-HQ-OAR-2009-0472-4621,
p.68]
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And then finally | want to point out the proposal is certainly strong evidence that the
Clean Air Act is effective in addressing global warming pollution. California has
obviously been the leader on adopting emission standards than are stronger than the
federal regulations, and they have led the way, but they have allowed states like New
Jersey that have similar needs and similar air pollution problems to opt in to those
programs. We believe firmly as | stated before that states should have that right, states are
the laboratories of democracy. We certainly encourage that provision to remain. [EPA-
HQ-OAR-2009-0472-4621, p.77]

EPA Response:

As described in Section 111.D.1 of the preamble to the final rule, EPA and NHTSA have
worked extensively with the state of California and other states which have adopted the
California GHG emission standards, as well as many other stakeholders, to craft

a national fuel economy and GHG emission program which allows manufacturers to
build a single national fleet that will comply with EPA’s GHG and NHTSA’s CAFE
standards, and avoids the situation where manufacturers' sales must comply with
different standards in individual states, each with their own sales mix, etc. We believe
that we have succeeded in this task. .

EPA’s final rule does not change California’s authority to establish GHG standards for
MY 2017 and beyond and to request a waiver of preemption under section 209 of the
Clean Air Act for such standards, nor other states from adopting California standards
which receive such a waiver.

Regarding the interaction between the NHTSA fuel economy standards and the EPA
GHG standards, there are two reasons why EPA projects greater GHG benefits and fuel
savings for its standards. One reason, as cited by the State of Massachusetts in Section
3.0, is the inclusion of reductions in GHG emissions from the air conditioning units
present on motor vehicles. Credits for GHG improvements in air conditioning leakage
and air conditioning efficiency are not considered under CAFE because they are not
measured by the test procedures used (and for passenger automobiles, mandated) to
measure fuel economy. Certain measures available under the CAFE program which have
the effect of reducing fuel economy (and increasing GHG emissions), such as the use of
automatic FFV credits through MY2020 and the option of paying fines in lieu of
compliance, are either not being allowed or are impermissible under the Clean Air Act
and the GHG rules. The difference in expected GHG reductions and fuel savings from
EPA’s GHG standards and NHTSA’s CAFE standards can be seen in Tables I.C.1-2 and
I.C.2-1 of the preamble to the final rule.

NADA commented (cited in Section 3.0 above) that NHTSA fuel economy standards
should be used to regulate CO2 emissions from the tailpipe as measured over the two
cycle test procedure and EPA should only establish supplemental standards to address air
conditioning related emissions. EPA disagrees with this approach for several reasons.
One, the NHTSA fuel economy standards appropriately focus on the conservation of fuel
consumption by the nation, which has many benefits beyond GHG emission control. As
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such, the CAFE standards do not distinguish between the carbon intensity of various
fuels. For example, vehicles fueled with gasoline and diesel fuel can have the same fuel
economy, yet have different CO2 emissions. Thus, it is appropriate for the CAFE
program to focus on the volume of petroleum-based fuel consumed in each case, while
also appropriate for EPA to distinguish between the two fuels due to their distinct carbon
(and thus, tailpipe CO2 emissions) per gallon. Two, other GHGs are emitted from the
tailpipe besides CO2, such as methane and nitrous oxide, which are not currently
controlled by the CAFE program per EPCA and EISA. Three, the combination of two-
cycle tailpipe emissions and air conditioning-related emissions in one program

provides manufacturers greater flexibility to select the most cost effective combination of
control technology for their particular vehicles. This would not be possible with two
separate programs due to the current inability of the CAFE program to accept increased
air conditioning related controls in lieu of compliance with the CAFE standards
(including the statutory prohibition on such consideration for passenger automobiles).
Four, the Clean Air Act is more flexible with respect to test procedures. In

particular, EPA may find it desirable in the future to expand the test procedures used

to measure GHG emissions beyond the current FTP and HFET test cycles in order to
obtain more realistic estimates of the benefits of GHG emission control technology. Fifth,
the CAA is more flexible than EPCA with regard to providing compliance flexibilities,
which may allow opportunities for more cost-effective regulatory approaches for GHG
reductions. Finally, the commitment by California to accept compliance with federal
standards for purposes of its state GHG program is premised on issuance of EPA GHG
standards as described in the Joint Notice of Intent, and compliance by the automobile
manufacturers with EPA’s GHG standards. Compliance with NHTSA CAFE standards
for just these 5 model years would not lead to this result, nor would compliance with the
much more limited GHG standards suggested by NADA. This would lead to the loss of
this important benefit of a national program.  EPA believes that these reasons amply
justify the inclusion of CO2 emissions as measured over the current two cycle test
procedure in its final GHG standards.

In the example above given by AAM, a manufacturer generating a greater level of direct
(i.e., refrigerant emission related) air conditioning emission credit relative to EPA's
projection would be able to use this “extra” credit to reduce the requisite degree of CO2
emission control over the two-cycle test procedure under the EPA program, but not under
the NHTSA program. AAM recommends that the stringency of the CAFE standards be
relaxed so that this situation could never occur.

As mentioned above, although as a practical matter, the means of achieving requirements
of the CAFE and GHG programs overlap to a large degree, they in fact have two distinct
purposes. One focuses on fuel consumption, while the other focuses on GHG emissions.
Because of these distinct goals, it is perfectly reasonable for a manufacturer to continue
to have to reduce the fuel consumption of its fleet despite implementing non-fuel related
GHG emission controls at a greater rate than projected by EPA. In any case, that is an
issue of how to set the CAFE standard under EPCA, which is under NHTSA’s authority,
and not how to set the GHG standard under the CAA.
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That said, the two agencies have attempted to craft their final standards in such a way as
to ensure that the additional stringency of one program relative to the other results in
valuable benefits to the nation, either in terms of fuel conservation or GHG emission
reduction. Any over-compliance with NHTSA's fuel economy standard would clearly be
applicable to compliance with EPA GHG standards. In contrast, a manufacturer which
implemented more than our projected level of air conditioning controls in the early years
of the program would still be required to comply with NHTSA's fuel economy standards.
This is essentially the issue raised by NADA in Section 3.0 above and by AAM and VW
in this section. EPA acknowledges that some manufacturers could choose to generate
more A/C credits than what we estimated in the rule for MY 2012-2015. However, the
agency believes that the differences will be small for the fleet as a whole. The agency
does not feel that this will cause any disharmony or inconsistency between the EPA and
NHTSA programs, or devalue such credits, as manufacturers can bank any
overcompliance credits for the next model year (or beyond). The compliance situation
for the next model year may be quite different depending on that company’s compliance
burden and the ramp up rate of its standards (both CAFE and GHG). Therefore, EPA
disagrees with the Alliance comment that the standards are structured in a way that can
discourage A/C improvements. The EPA has every reason to believe that all
manufacturers will take advantage of these cost effective technologies to reduce GHG
emissions from light-duty vehicles.

We disagree with NADA that this rule will have a negative impact on automotive
dealerships. The two agencies appreciate the economic difficulties currently faced by
many automobile dealerships and the fact that many have or could soon be forced to
close. However, we believe that this is due to the current national and global economic
downturn and the resulting decrease in vehicle sales and financial difficulties of several
automotive manufacturers. The analysis supporting this rule clearly indicates that the
fuel savings resulting from meeting the final standards far exceed the cost of the
technology needed to achieve the standards. These costs include the costs of maintaining
vehicle performance, utility, safety, and other characteristics, so that vehicles should be
as acceptable to consumers as current models. (EPA did this by building technology
packages for each vehicle type (see Chapter 1 of EPA’s RIA) that maintained the key
performance characteristic. Each subsequent package generally costs more, provides
greater fuel efficiency, and maintains performance relative to the package before it and,
hence, the baseline or current vehicle.) Moreover, our analyses also reasonably project
increased vehicle sales, and do not project that the rule will be the cause of any loss of
sales. This calculation was done assuming that consumers consider only five years of
fuel savings when buying vehicles, an assumption endorsed by NADA. That, coupled
with the avoidance of the cited "patchwork" of state standards is expected to avoid any
negative impact on automotive sales.

The analysis in section 3.1 of the RIA describes how the EPA 250 g/mi CO, equivalent
fleetwide standard for 2016 achieves the level of control which would have been
achieved by the California GHG standards in the State of California. However, that
equivalency is not the basis for our selection of this level of control for the final EPA
GHG standards, and we thus cannot accept the comment by NADA cited in Section 3.0.
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See section I11.D (and in particular I11.D. 6) of the preamble to the final rule which
discusses the basis for the GHG standards and their feasibility. The basis for the final
standards is a balance of the technical feasibility of the standards, the cost of this
technology and the lead time needed to implement it, considerations of costs to
consumers, the cost-effectiveness of needed technology, and the benefits which will
accrue from the standards (among other factors), as described particularly in section I11.D
of the preamble to the final rule. Although the level of the California standards, and the
technical analysis underlying those standards, was a reasonable starting point for
evaluating a national GHG standard, the California standards are not the justification for
the federal standards. See section 111.D.1 of the preamble to the final rule. Achieving
some degree of equivalence with the benefits of the California standards was an
important aspect of obtaining cooperation from the state of California and the other states
which had adopted California's standards to accept compliance with the EPA standards as
compliance with their own standards. However, the standards reflect consideration of the
relevant factors under section 202 (a) (1) and are justified on that basis.

With respect to the comment that the EPA GHG standards for motor vehicles will be
detrimental under a broader cap and trade regulation, this issue is currently not ripe as no
such cap and trade program exists; nor has one been proposed by the agency. EPA will
carefully consider the interaction between the final motor vehicle GHG standards and any
future cap and trade program if and when a national cap and trade program exists.

With respect to IPI's recommendation that EPA establish a broad regulation covering all
mobile source GHG emissions, EPA is taking this initial action with respect to
automobiles alone due to the impending timing of both California GHG standards and
NHTSA CAFE standards. It is highly desirable that national GHG standards be
coordinated with these other actions now versus the necessarily later date when more
comprehensive regulations covering additional mobile sources could be established.
EPA is currently working on GHG emission controls from other mobile sources, again in
coordination with NHTSA fuel economy regulation as appropriate. We will take IPI's
recommendations under consideration as the extent of GHG emission control from
mobile sources expands. See State of Massachusetts v. EPA, 549 U.S. at 533 (EPA
retains significant discretion as to timing of regulation).

We do not understand the purported distinction being made by VW regarding the
methodologies used to determine the fleet average fuel economy and GHG emissions
under the two programs. The harmonic averaging of fuel economy essentially means the
simple sales-weighted averaging of fuel consumption per mile. As fuel consumption per
mile is proportional to CO2 emissions per mile for a given fuel, the two programs
perform their sales-weighting consistently. There exist several statutory restrictions on
the trading of car and truck credits under the CAFE program which cannot be avoided.
EPA chose not to impose those restrictions, as it is not required by law to do so. This
simply makes compliance with the EPA GHG standards somewhat more flexible.
However, the analyses conducted by NHTSA demonstrate that the CAFE standards are
feasible for the vast majority of sales under the final provisions of that program. In fact,
VW is one of the manufacturers which has historically paid CAFE fines in lieu of
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compliance. EPA analyses indicate that VW may need to utilize more advanced
technology on a greater percentage of its sales than most manufacturers in order to
comply with the two programs. EPA analyses indicate that this is at least partly due to
the fact that VW vehicles are heavier than other vehicles in their size classes. See Fig.
111-D.6-1 and surrounding text in the preamble to the final rule. VW has not provided
any information to demonstrate why this needs to be the case currently or in the future.
VW has also not provided any information indicating that they are unable to implement
for their U.S. sales volumes the types of advanced technologies which are already
commercially available.

EPA recognizes that several analyses have indicated that new vehicle purchasers do not
always choose technology which pays for itself in terms of fuel savings. See chapter
8.1.2 of the RIA and section I11.H.1 to the preamble to the final rule. There are several
possible reasons for this, but no consensus exists concerning the actual cause. We will
continue to study this issue, along with others in the scientific and economic community.
We believe that the implementation of the types of fuel savings and emission control
technology projected in the analyses supporting these rules will provide direct consumer
benefits far exceeding their cost, as well as important emission reduction related benefits
for the national and global communities.

3.2 Form of the standards

Organization: Mercedes-Benz (Daimler AG)
International Council on Clean Transportation
European Small Volume Car Manufacturers' Alliance (ESCA)

Comment:
Mercedes-Benz (Daimler AG)

By choosing footprint as the attribute to apply in the joint rulemaking, the agencies have,
indeed, created a mechanism for encouraging weight reduction in light trucks while
maintaining vehicle size and functionality. The safety of the light truck fleet is enhanced
by encouraging light trucks with lower centers of gravity, thereby reducing rollover risks.
Functionality is maintained even as weight is reduced because the footprint system
encourages lightweight materials. While traditionally changes in mass and size have been
directionally consistent from a compatibility standpoint, with the advent of crash
avoidance systems, expansion of crash energy distribution techniques and continued
improvement in behavioral safety, smaller vehicles with advanced emissions controls can
be safely incorporated into the current vehicle mix.

That the relative stringency of the passenger car and light truck fleet has been quite
stable, moreover, does not appear to reflect a policy determination as much as the fact
that the standards for many years remained either frozen or moved in increments which
would not have had a significant impact on the relative apportionment of the standards.
The passenger car standard has remained at 27.5 mpg since 1990, and the light truck
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standard remained at 20.7 from 1996 through 2004, when NHTSA began to increase it
incrementally. When NHTSA set new standards for MY 2011, the agency readjusted the
curves to account for its decision to reclassify 2wd SUVs and crossovers as passenger
cars and thus retained the traditional relative apportionment. See 74 Fed. Reg. 14196
(March 30, 2009). NHTSA did not, however, consider the relative apportionment of
stringency as between light trucks and passenger cars as a matter of policy.

This rulemaking represents the first opportunity for the agencies to consider the
comprehensive policy objectives of the joint proposal while establishing standards for
passenger cars and light trucks. The agencies can achieve this objective, and promulgate
a final rule that is in fact “as substantially described in the May, 2009 Notice of Intent to
conduct rulemaking,” by setting the stringency of the passenger car standards for the
model years leading up to MY 2016 according to a “generally linear phase-in.” Doing so
would also be consistent with the goal of the rulemaking to adjust the fleet mix to
improve emissions and fuel economy performance without affecting safety. [OAR-2009-
0472-7193.2, p.2-4]

International Council on Clean Transportation (ICCT)

We commend EPA and NHTSA for proposing a footprint-based adjustment to the CAFE
standards instead of weight-based adjustments. Footprint-based adjustments fully
encourage manufacturers to introduce lightweight materials, which can improve vehicle
efficiency by 20% or more in the long run. Lightweight materials also extend the electric
drive range of electric and plug-in vehicles by a similar amount. This is one area of
policymaking where the U.S. is ahead of the rest of the world. Japan, Europe, and China
have all adopted standards with weight-based adjustments that effectively discourage the
use of lightweight materials. NHTSA pioneered the footprint concept with the 2011 light
truck rule and we urge EPA and NHTSA to continue its use in the future.

We also support the proposed change to the shape of the footprint adjustments. The linear
slope for all but the largest and smallest vehicles provides a consistent signal to improve
efficiency for all vehicles within this range, while the flat line for largest vehicles creates
an incentive to make the largest vehicles smaller.

The proposed rule maintains separate footprint curves for cars and light trucks. This
subjects light trucks with the same footprint to much less stringent standards and gives
manufacturers a tremendous incentive to reclassify cars as light trucks. In the past this
has brought us such notable trucks as the Subaru Outback, Chrysler PT Cruiser, Dodge
Magnum, Mazda 5, Chevrolet HHR, Porsche Cayenne, and BMW X6, which BMW
describes as a Sports Activity Coupe. In the future it is likely to cause manufacturers to
drop many 2wd versions of their small SUVs and make less efficient 4wd versions
standard, so that they can be classified as light trucks instead of cars. This will actually
increase overall real world fuel consumption and CO2 emissions in two ways. First, it
will increase 4wd installation and directly increase the fuel consumption of the fleet.
Second, it makes it easier for manufacturers to meet the standards, so that they do not
have to implement as much technology on other vehicles.
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The large majority of light trucks today are based on car platforms with unibody
construction. All minivans use unibody construction and cab-and-chassis construction for
SUVs is rapidly disappearing. Except for pickup trucks and a few relatively low volume
SUVs, such as the Jeep Wrangler and the Suburban, in the 2016 timeframe of the rule all
light trucks will be based on car platforms. In addition, due to the empty pickup bed,
pickup trucks are considerable lighter than truck-based SUVs with the same footprint and
fit much better on a single footprint line. Thus, there is no technical reason to maintain
separate footprint lines for cars and light trucks.

EPA recognized the importance of this issue when it established a single Tier 2 emission
standard for all cars and light trucks. The issue here is just as important. It is time to also
end this artificial distinction between cars and light trucks for fuel efficiency and
greenhouse gas emissions. A single footprint function will still give larger trucks a less
stringent target to meet, while avoiding vehicle classification games and helping to
ensure fuel consumption and GHG emission goals are actually met.

[OAR-2009-0472-7156.1, pp.2-3]
Organization: Toyota Motor North America

EPA also requests comments on combining the entire fleet into a single compliance
category, with a single target curve for the fleet each model year. If faced with just one
federal program with which to comply, Toyota may not object to a combined fleet
standard, since it would arguably provide manufacturer's with the greatest level of
flexibility to comply and it would remove any concerns about vehicle classifications .
However, due to the lack of harmonization with NHTSA's program that would result, and
the inflexibility afforded NHTSA in the existing CAFE statute, Toyota would not support
EPA setting a single target curve for the entire fleet of cars and trucks even though it
would result in the greatest level of flexibility. [OAR-2009-0472-7291, p.7]EPA

EPA Response:

EPA appreciates the comments concerning the relative stringencies of the NHTSA CAFE
standards for cars and light trucks prior to MY 2012. There is no need to evaluate or to
respond to these comments, however, as they are not germane to the EPA standards being
proposed for 2012 and beyond.

EPA also understands ICCT’s concern that manufacturers may have an incentive to
convert two-wheel drive (2WD) vehicles SUVs to all-wheel drive (AWD) or four-wheel
drive (4WD) in order to have these vehicles classified as trucks instead of cars, and thus
reduce their applicable corporate fuel economy standard and increase their applicable
corporate GHG standard. NHTSA modified its definition of trucks in its rule
implementing the MY 2011 CAFE standards in order to counter manufacturers' actions
which shifted vehicles with many car-like designs to the truck fleet. On the one hand ,
since the vast majority of the SUVs newly classified as cars are also available in AWD or
4WD versions, manufacturers face few if any redesign hurdles in shifting these vehicles
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back to the truck fleet by emphasizing AWD or 4WD sales through sales incentives or by
simply offering these vehicles in only AWD or 4WD versions. On the other hand, AWD
or 4WD vehicles cost more to produce than 2WD versions and usually have lower fuel
economy and higher CO2 emissions (though to a much lesser degree than the difference
between the car and truck standard curves). Thus many consumers still may not desire to
purchase 4WD vehicles because of concerns about cost premium and additional
maintenance requirements; conversely, many manufacturers often require the 2WD
option to satisfy demand for base vehicle models. The agencies note that many luxury
SUVs are only offered with AWD or 4WD functionality, so vehicle purchasers appear to
value these options. EPA will monitor this situation and assess the degree to which
manufacturers attempt to relax the stringency of their applicable fuel economy and GHG
standards by shifting sales of 2WD SUVs from their car fleets to their truck fleets.
Should this occur, the agencies will evaluate further changes to the definition of cars and
light trucks, as well as the relative stringency of their respective standards to address this
situation in the future.

Regarding the comment that the agencies should move towards single footprint-based
standards for both cars and trucks, NHTSA addresses this issue with respect to the CAFE
standards in section IV of the preamble to the final rule. Regarding the GHG standards,
EPA believes that it is appropriate for the 2012-2016 MY period to utilize

NHTSA's definition of cars and trucks to maximize consistency between the two sets of
standards. For the purpose of this rule, the levels of the car and truck GHG curves are
closely connected to the 2011 NHTSA definitions of cars and trucks. Were EPA to either
utilize a different set of vehicle definitions or establish a single standard curve,

the overall level of GHG control would be roughly the same given the same level of
technology application. However, the impacts on specific manufacturers of doing so
would be very large in some instances. EPA believes that more leadtime should be
available before such dramatic changes to the relative stringency of the GHG standards
across manufacturers should be effected.

EPA notes that the incremental cost for a larger light truck to achieve the Tier 2 emission
standards relative to that for a car is much smaller than the incremental cost for a large
truck to achieve the fuel economy or GHG emission level of a car. In part that is because
tailpipe emissions of the criteria pollutants are largely driven by the after treatment
catalyst and related technology, while the factors that affect GHG emissions are much
more varied and involve a much wider variety of systems in the vehicle. This leads to
larger differences between vehicles as far as baseline technology that impacts GHG levels
and GHG controls. Thus, while the equivalent treatment of cars and trucks in EPA's Tier
2 emission control program is an appropriate analogy with respect to this GHG program,
the technology and economic implications are much greater and we believe that further
study would be necessary to justify such large relative economic impacts across
manufacturers.

3.2.1 Choice of footprint as the attribute and international harmonization
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Organization:General Motors
Ferrari S.p.a
Toyota Motor North America
Northeast States for Coordinated Air Use Management
BMW of North America, LLC (BMW)
Lawrence Berkeley National Laboratory
SABIC Innovative Plastic
International Council on Clean Transportation
National Automobile Dealers Association (NADA)
Lotus Cars Ltd.
Cummins Inc.
Porsche Cars North America, Inc.
Fisker Automotive, Inc.
European Automobile Manufacturer's Association
New York State Department of Environmental Conservation
Ecology Center
Bright Automotive
Johnson, Kenneth C.

Comment:
General Motors

Among the highlights of the proposal is the coordinated attribute-based approach of the
two programs. [OAR-2009-0472-6185, p.11]

GM especially supports: 1) the coordinated attribute based approach of the two
harmonized programs; and 2) the recognition of the need for mechanisms to provide for
compliance flexibility in the face of great uncertainty over future technology
developments and costs, customer acceptance of these technologies, and the price of fuels
that consumers may see in the marketplace. All of these factors make it critical that
automakers have some ability to cope with changes or unexpected outcomes, and we
believe the proposed rules provide essential flexibility. [OAR-2009-0472-6953.1, p.2]

Ferrari S.p.a

Ferrari concurs with EPA and NHTSA that the method to classify vehicles should be as
simple as possible, and based on reliable and stable attributes. Moreover, we support the
harmonization of the EPA and NHTSA rules in the National Program. Nonetheless, we
are concerned that the footprint alone does not take into account many of a vehicles’
other characteristics that greatly affect the fuel economy. For example characteristics like
the engine, transmission, curb weight, aerodynamics, etc. We treat this topic with more
details in the comments to the proposed NHTSA CAFE rule. We support the adoption of
a constrained linear rather than a constrained logistic function. We think it is not
necessary to put a “backstop” for both CO2 and CAFE standards. [OAR-2009-0472-
7214.1, p.3]
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Toyota Motor North America

EPA requests comments on its proposal to use a footprint-based attribute approach for
regulating GHG emissions. Toyota supports EPA's selection of footprint, subject to the
additional comments below regarding Emissions Covered. Toyota supports
harmonization of the EPA and NHTSA programs to the greatest extent practicable. Since
NHTSA has already established footprint as the attribute upon which the CAFE program
is based, and they have continued use of footprint in the subject proposal, Toyota agrees
with EPA's selection of footprint as the attribute for its program. This approach will result
in harmonization of the two regulatory programs in terms of the attribute upon which the
standards are based. [OAR-2009-0472-7291, p.6]

Northeast States for Coordinated Air Use Management

NESCAUM concurs with and supports the EPA and DOT decision to use an attribute-
based standard rather than an industry-wide average standard.

Footprint-based standard: NESCAUM agrees with EPA’s approach to regulate vehicle
footprint. Consistent with the model year 2011 CAFE standards, EPA and DOT are
proposing to use footprint as the attribute for the model year 2012-2016 CAFE standards
and CO2 emissions standards. Footprint-based standards provide an incentive to use new
and advanced lightweight materials and structures that could otherwise be discouraged by
weight-based standards. Manufacturers can use them to improve a vehicle’s fuel
economy without necessarily resulting in a change in the vehicle’s target level of fuel
economy or CO2 emissions and without a substantial impact on the safety (in terms of
crashworthiness) of that vehicle.

EPA has crafted the proposal in a way that ensures consumers will continue to have the
variety and choice in vehicle models they have come to expect. The size-based standard
provides manufacturers with significant flexibility in meeting the proposed GHG
reductions. Furthermore, as mentioned above, technologies to reduce vehicle GHG
emissions exist in the market today. The phase-in of the standards between 2012 and
2016 allows manufacturers six years to incorporate these technologies into greater
numbers of vehicles. [OAR-2009-0472-7235.1, p.4]

[Northeast States for Coordinated Air Use Management also submitted these comments
as testimony at the New York public hearing, See docket number OAR-2009-0472-4621,
p.43]

BMW of North America, LLC (BMW)

With respect to one national program. BMW fully supports an attribute-based program
for passenger cars and light trucks as proposed by EPA and NHTSA. Compared to a
uniform standard for passenger cars and light trucks, an attribute-based standard drives
fuel efficiency and GHG reduction in all segments while taking into account the
manufacturer's product portfolio. However, because BMW offers a worldwide product
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portfolio and most of the C02 and fuel economy regulations worldwide are based on
vehicle weight instead of footprint, BMW recommends that these regulations be
harmonized as much as possible. [OAR-2009-0472-7145.1, pp.4-5]

[BMW of North America also submitted these comments as testimony at the New York
public hearing, See docket number EPA-HQ-OAR-2009-0472-4621, p. 133.]

Lawrence Berkeley National Laboratory

Comments are directed at the choice of vehicle footprint as the attribute by which to vary
fuel economy and greenhouse gas emission standards, in the interest of protecting vehicle
occupants from death or serious injury. Comments are summarized below:

Analysis of casualty risk finds that, after accounting for drivers and crash location, there
is a wide range in casualty risk for vehicles with the same weight or footprint. This
suggests that reducing vehicle weight or footprint will not necessarily result in increased
fatalities or serious injuries.

Indeed, the recent safety record of crossover SUVs indicates that weight reduction in this
class of vehicles resulted in a reduction in fatality risks.

Computer crash simulations can pinpoint the effect of specific design changes on vehicle
safety; these analyses are preferable to regression analyses, which rely on historical
vehicle designs, and cannot fully isolate the effect of specific design changes, such as
weight reduction, on crash outcomes.

There is evidence that automakers planned to build more large light trucks in response to
the footprint-based light truck CAFE standards. Such an increase in the number of large
light trucks on the road may decrease, rather than increase, overall safety. [NHTSA-
2009-0059-0060.1, p.1]

See all the casualty analysis related to vehicle footprint in pp.2-11 of the docket.

SABIC Innovative Plastic

SABIC-IP supports the footprint-based regulatory program proposed because it
encourages both appropriate materials substitution on existing products and the
development of a safe, lighter-weight vehicle fleet. [OAR-2009-0472-7080.1, p.2]

International Council on Clean Transportation

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, p. 58.]]

We commend EPA and NHTSA for proposing a footprint based adjustment to the CAFE
standards instead of weight based adjustments. Footprint based adjustments fully
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encourage manufacturers to introduce lightweight materials, which can improve vehicle
efficiency by 20 percent or more in the long run. Lightweight materials also extend the
electric drive range of electric and plug-in vehicles by a similar amount.

This is one area where the U.S. is ahead of the rest of the world. Japan, Europe, and
China have all adopted standards with weight-based adjustments that discourage the use
of lightweight materials. NHTSA pioneered the footprint concept with the 2011 Light
Truck Rule, and we urge EPA and NHTSA to continue its use in the future.

National Automobile Dealers Association (NADA)

The proposal’s vehicle attribute-based framework is essential to driving fuel economy
performance improvements while allowing dealers to access a mix of cars and trucks that
meet their customer needs. As recognized by EISA, attribute-based standards offer at
least four critical benefits over “flat” standards. First, greater fuel economy and GHG
emission benefits can be expected as continuous improvements are encouraged across all
vehicle types, regardless of product mix. Second, if set correctly, an incentive to the
inexpensive downsizing or downweighting of vehicles is eliminated, helping to preserve
passenger safety. Third, an attribute based approach inherently is more equitable in that it
is largely product plan neutral, acting to spread compliance costs broadly across all
regulated vehicle manufacturers. Finally, and perhaps most importantly, by avoiding
mandated fleet mixes, an attribute-based approach recognizes and capitalizes on the
critical consumer choice factors that drive a successful fuel economy/GHG improvement
program. As stated above, hoped-for fuel economy and GHG benefits simply will not be
realized until consumers purchase and use the regulated vehicles in question. [OAR-
2009-0472-7182.1, p.4]

The National Program proposal’s standards are based on a footprint (average track width
times average wheelbase) attribute and a continuous function (vs. step function) curve
similar to that first used in the 2006 light truck CAFE rule. Appropriate dispensation
must be allowed to help ensure the final National Program does not frustrate customer
demand for new light trucks as their maximum towing, cargo-hauling, and four-wheel
drive (4WD)/all-wheel drive (AWD) capabilities are essential to certain vocational and
recreational demands. Business and consumer purchasers focused on vehicle utility and
durability buy light trucks for their capability and performance characteristics and 4WD
and AWD options are popular for off-road commercial and recreational use and for on-
road handling benefits. Tow-capable configurations or “packages” are essential to many
uses. Having a wide variety of vehicles available for use in trade or business particularly
is essential to the small business community which drives the U.S. economy. Large and
powerful light trucks are essential to many business purchasers (e.g., farmers, contractors,
etc.), and larger vans and SUVs are often the first choice of growing families and
carpoolers. The stringency of the light truck curve must not constrain the ability of
vehicle manufacturers to meet these market needs, as it would leave the motoring public
no choice but to keep older, less efficient vehicles longer or to turn to the used vehicle
marketplace. [OAR-2009-0472-7182.1, pp.4-5]
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The attribute-based, continuous curve framework is designed to foster real world fuel
economy improvements and GHG reductions by maintaining consumer choice, by
protecting safety, by distributing costs more equitably, and by reducing the overall cost of
regulation. These same benefits also argue for downward sloping curves without any
flattening at the lower asymptote. Any constant value or “clip” applied to the end of a
curve could serve to severely limit the availability or performance of vehicles demanded
by the motoring public, especially light trucks, effectively imposing an unwarranted
“backstop” compliance overlay. [OAR-2009-0472-7182.1, p.5]

Lotus Cars Ltd.

The proposed legislation attempts to account for differing vehicle segments with size-
based standardization; however such an approach can only work together with fleet
averaging if the fleet itself can be considered 'average'. The footprint of a vehicle does
not differentiate to a sufficient degree between vehicle segments for this approach to
work with small volume manufacturers. In practice, it is quite possible for a sports car to
have the same footprint size as a compact saloon vehicle, which would result in the
applicability of a similar greenhouse gas target. [OAR-2009-0472-7249, p.6]

Cummins Inc.

Cummins supports the attribute-based standards for setting CAFE and GHG standards;
however, we urge EPA and NHTSA to consider a secondary attribute for light-duty
trucks (with significant hauling and towing capacity as well as off road capabilities) for
determining the target fuel economy/CO2 emissions. Trucks primarily used for work
purposes (e.g. trucks equipped with diesel engines), are engineered for heavier use (more
capable components) resulting in lower fuel economy than similar truck meant for light-
load use. Cummins supports a proposal for creating a separate classification for heavy-
tow, highly capable trucks which would provide a more equitable framework for vehicles
meant for towing and cargo-hauling. The SAE J2807 recommended practice provides a
robust framework to define a tow rating for vehicles and eliminates potential gaming, as
noted by NHTSA in an earlier NPRM. [OAR-2009-0472-7205.1, p.4]

Porsche Cars North America, Inc.

Porsche's sport car average footprint (the basis for our target standards) is:
* The smallest in the industry

* 14% less than the industry average

* considerably smaller than companies known for producing small cars (e.g., Honda,
Toyota, Suzuki, etc.)

Because the standards proposed are entirely based on footprint and because our footprint
is the smallest, the proposed standards for Porsche are the most stringent. While we do
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not believe that it is the intent of EPA/DOT to make Porsche the world's most fuel
efficient passenger car manufacturer or to punish Porsche, this is the consequence of the
footprint-based concept. While there is a reasonable correlation between footprint and
fuel economy and C02 for the average fleet of cars there are cars for which this does not
apply. Sports cars, especially Porsche cars have a very short wheelbase for handling
reasons in combination with high performance, which is an attribute associated with
sports cars and a selling point. Unfortunately the standard in this footprint category is set
by small, low priced sedans, a category where fuel economy is an important selling
attribute rather than performance.

In proposing to establish standards based entirely on vehicle footprint, EPA and DOT
have proposed a set of standards that would perversely require Porsche (a company
predominantly manufacturing high-powered sports cars) to become the fuel efficiency
leader in the United States.

In Figure 1 [OAR-2009-0472-7431.1, p.5] below, using the proposed standards shown in
the tables above, we have plotted the percent improvement required for compliance for
each manufacturer. We show the percent improvement required relative to 2008MY
performance since this is the most recent model year for which complete fuel economy
model year data was available at the time at which these comments were initially drafted.

It should be understood that, according to the proposal, Porsche is expected to achieve a
passenger car fuel economy level of 41.4 mpg (or 204 g/mi C02) by 2016MY. This is by
far the highest mpg value demanded of any auto maker affected by the proposal. [OAR-
2009-0472-7431.1, pp.1-6]

Fisker Automotive, Inc.

Fisker Automotive recommends a flat standard to avoid irrational trends to certain
vehicle sizes or types. That is, the standard’s emissions allowance should not correlate to
footprint or separate passenger cars from light duty trucks. The regulation, as proposed,
appropriates more credits to larger vehicles and trucks, causing an economic incentive
not only to increase fuel economy, but to increase vehicle footprint and to classify as a
truck as well. The market should decide vehicle sizes and types. [OAR-2009-0472-
8732.1, p.5]

Automakers have many options available to decrease emissions, including electrification,
powertrain efficiency increase, weight reduction, and aerodynamic drag reduction, etc.
Regulation should remain neutral to allow all methods of improvement. Averaging,
banking, and trading methods are sufficient to maintain diverse consumer choice of
vehicles. [OAR-2009-0472-8732.1, p.5]

The Fisker Karma, for example, will do unusually well under the proposed footprint
method because it has a very large footprint and superb fuel economy, well beyond 2016
targets. If we chose to make a version of the Karma with a smaller footprint, it would
actually do worse under the proposed regulation, even if the utility (e.g. seating, storage
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space, and performance) and fuel economy remained exactly the same. This does not
make sense. In a competitive market, automakers will be driven to sell larger vehicles and
trucks for the increased credits. We would like the freedom to design our vehicles
without concern for these footprint and classification metrics. [OAR-2009-0472-8732.1,

pp.5-6]

While larger vehicles can be made safer, this is not always the case. For example, many
large SUVs are considerably more dangerous than smaller vehicles due to rollover
concerns. NHTSA can (and does) implement safety regulations to directly address safety
issues. We consider it best to handle safety in this manner, separately from emissions. A
flat standard would remain neutral to size, as consumer demand will remain for large
vehicles. Furthermore, hybrid and electric vehicles do not suffer in fuel economy from
weight increase nearly as much as traditional vehicles due to their regenerative braking
capability. This will also serve to maintain diverse consumer choice of vehicles. [OAR-
2009-0472-8732.1, p.6]

Finally, causing a trend towards larger vehicle footprints can have adverse environmental
affects. Material requirements would increase, and unless automakers take considerable
effort to avoid it, environmental impact (e.g. CO2 emissions) of vehicle production
would increase in step. The regulation should serve to put a market value only on metrics
of concern to the regulation—GHGs and fuel. [OAR-2009-0472-8732.1, p.6]

European Automobile Manufacturer's Association

ACEA emphasizes that any legislation should in principle not be technology prescriptive.
Also, efforts with a view to increasing international harmonization of motor vehicle
regulations should be maintained where appropriate. [OAR-2009-0472-7444.1, p.1]

New York State Department of Environmental Conservation

Use of Footprint as a Basis for Standards (Preamble Section 111.B.2)

EPA proposes an attribute based greenhouse gas standard, using vehicle footprint as the
basis. NHTSA is required by statute to establish attribute based CAFE standards. The
benefit of harmony between the CAFE and greenhouse gas standards outweighs any
potential benefits an alternate form of greenhouse gas standard might have, and we
believe that footprint is at least as valid as any other attribute. [OAR-2009-0472-7454,

p1]
Ecology Center

One key aspect of the proposed rules is the attribute-based system for determining fuel
economy standards. This approach ensures that fuel-economy progress will be made
across the broad spectrum of vehicle types and sizes, rather than just through downsizing
or by certain manufacturers. In the past, the fleet average approach has tended to put full-
line manufacturers with market share in the larger vehicle segments at a significant
disadvantage. Now all manufacturers will share the burden of improving the fuel
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economy of their vehicles. The Ecology Center also believes that using the vehicle
footprint attribute is the most preferable from an environmental and safety perspective to
a weight-based approach. [OAR-2009-0472-4068, pp.1-2]

Bright Automotive

[These comments were submitted as testimony at the Los Angeles public hearing. See
docket number EPA-HQ-OAR-2009-0472-7283, pp.173-179]

I'd like to also applaud the footprint standard because, again, we do not want to force a
single solution into downsized vehicles. We want to be able to allow our customers and
Americans to drive vehicles in the size they want.

That being said, lightweighting is an extremely important driver for electrification

in meeting these standards and importantly for the safety concerns as well. There is a
strong correlation between weight and size for safety, but there's even -- I'm sorry.
Weight and safety. There's a stronger correlation between size and safety.

So if you can decouple weight and size, what you can get are vehicles that are large
like our 63-square-foot light truck that are safe and not just safe to the occupants but safe
to other drivers and pedestrians.

Johnson, Kenneth C.

These comments are respectfully submitted in response to the following request, on page
49685 of the Notice of Proposed Rulemaking (NPRM):

... while NHTSA tentatively concludes that footprint is the most appropriate attribute
upon which to base the proposed standards ... we seek comment on whether the agency
should consider setting standards for the final rule based on another attribute or another
combination of attributes. [OAR-2009-0472-7135.1, p.1]

One of the key recommendations of the 2002 NAS Report was the following:

Recommendation 3. Consideration should be given to designing and evaluating an
approach with fuel economy targets that are dependent on vehicle attributes, such as
vehicle weight, that inherently influence fuel use. Any such system should be designed to
have minimal adverse safety consequences. (emphasis added) [OAR-2009-0472-
7135.1, p.1]

The NPRM deviates from this recommendation by adopting a footprint attribute, which
does not inherently influence fuel use. In contrast to weight, there is no clear causal
connection between footprint and fuel economy, as evidenced by their poor correlation.
[OAR-2009-0472-7135.1, p.1]
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The poor correlation is clearly evident from the current fuel economy and footprint data
provided in the NPRM, Tables IV.C.1-2 and 1V.C.1-4a. This data is plotted in the
attached Figure 1. (Each data point represents a particular manufacturer; and the X’s and
O’s represent passenger cars and light trucks, respectively.) By contrast, weight is
strongly correlated to fuel economy across all manufacturers and vehicle classes (Table
IV.C.1-5a, attached Figure 2). Furthermore, the weight correlation is stronger than that of
power-to-weight ratio, even though the latter is also causally related to fuel economy
(Table IV.C.1-6a, attached Figure 3). [OAR-2009-0472-7135.1, pp.1-2]

The policy rationale for favoring a footprint attribute over weight is based on the two
competing objectives of discouraging weight-changing compliance strategies that would
adversely impact safety or consumer choice, and also encouraging weight-changing
strategies that would improve fuel economy without adversely affecting consumer
welfare. The NPRM recognizes that the rulemaking does not effectively balance these
objectives. As noted on pages 49462-49463, “... even under attribute-based standards,
there is still risk that manufacturers will rely on downweighting to improve their fuel
economy (for a given vehicle at a given footprint target) in ways that may reduce safety”.
Furthermore (page 49725), “NHTSA cautions that vehicle footprint is not synonymous
with vehicle size. Since the footprint is only that portion of the vehicle bounded by the
front and rear axles and by the wheels, footprint based standards do not discourage
downsizing the portions of a vehicle in front of the front axle and to the rear of the rear
axle ... The crush space provided by those portions of a vehicle can make important
contributions to managing crash energy.” [OAR-2009-0472-7135.1, p.2]

The NPRM suggests that a weight-based standard would create perverse incentives to
increase weight. As noted on page 49685, “it is relatively easy for a manufacturer to add
enough weight to a vehicle to decrease its applicable fuel economy target.” However, it is
not easy to add weight without also compromising fuel economy, and thereby nullifying
the advantage of a less stringent target. A weight-based standard would, by design,
neutralize — not increase — weight-changing incentives. It would nullify the large weight-
reduction incentive of an attribute-neutral standard, but would not reverse that incentive.
[OAR-2009-0472-7135.1, p.2]

The primary drawback of a weight-based standard is that it would create no incentive for
beneficial weight-changing compliance strategies. But since the regulatory incentive
would be substantially weight-indifferent, the standard would also not incentivize
detrimental weight changes; and it would not conflict with complementary policies that
are targeted specifically at creating favorable (e.g., safety-enhancing) weight-changing
incentives. [OAR-2009-0472-7135.1, p.3]

The proposed footprint attribute cannot optimally balance the tradeoff between favorable
and unfavorable weight changes because it does not discriminate between the two. For
example, the NPRM states on page 49685 that “footprint-based standards provide an
incentive to use advanced lightweight materials and structures that would be discouraged
by weight-based standards™. But the standards would not incentivize downweighting
exclusively by such means. As stated on page 49727, “... weight can be removed by
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downsizing, rather than material substitution, even while maintaining footprint”. [OAR-
2009-0472-7135.1, p.3]

How can the weight-change conundrum be resolved? The solution can be illustrated by
analogy with a similar problem in the electricity industry. [OAR-2009-0472-7135.1, p.3]

A power utility can reduce emissions by using cleaner energy-generation technology (i.e.
reducing GHG emissions per generated kWh). It can also reduce emissions by investing
in energy efficiency (i.e. reducing kWh consumption per unit of consumer utility). For
example, it could finance or subsidize home weatherization programs, efficient lights and
appliances, etc. But an emission performance standard based on GHG emissions per kWh
would, in effect, award emission allowances in proportion to energy generation, and
would therefore provide no incentive for reducing energy consumption. How can this
problem be resolved? [OAR-2009-0472-7135.1, p.3]

One approach would be to award emission allowances in relation to some kind of
attribute, such as a generating facility’s “footprint,” which would somehow balance the
competing incentives. But a more practical approach would be to simply recognize that
promoting clean energy generation and energy efficiency are independent, separable
problems that can be addressed with separate, complementary policies. A GHG-per-kWh
performance standard could effectively induce clean energy generation, while a separate
regulatory measure would be employed to promote energy efficiency. [OAR-2009-0472-
7135.1, p.3]

Similarly, the vehicle regulation problem can be efficiently partitioned into two separate
problems: one of minimizing emissions per unit weight, and one of minimizing weight
per unit of consumer utility. Furthermore, safety could also be addressed as a separate
regulatory problem — the regulations should not, in effect, use weight (or footprint) as a
proxy for safety. Trying to solve all of these problems with one standard, as the NPRM
proposal does, leads to regulations that are over-constrained and therefore

suboptimal. [OAR-2009-0472-7135.1, p.4]

The NPRM notes, on page 49724, that “The question of the effect of changes in vehicle
weight on safety in the context of fuel economy is a complex question that poses serious
analytic challenges ...,” but these complexities can be circumvented by using a weight-
based standard that would, by design, create no significant weight-changing incentives.
Instead, the “serious analytic challenges” would be localized in a separate,
complementary regulatory measure, which would be specifically and exclusively targeted
on motivating optimal weight-changing strategies. This measure, unlike the proposed
footprint-based standard, would discriminate between strategies based on their consumer-
welfare impacts; and it would preferentially and selectively focus incentives on beneficial
strategies. [OAR-2009-0472-7135.1, p.4]

In one approach, optimal weight reduction could be incentivized by a crediting system

somewhat analogous to air conditioning credits. “Weight credits” would be awarded for
the use of qualified engineering materials based on their equivalent utility characteristics.
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For example, if a vehicle manufacturer replaces 1000 Ibs of steel with 600 Ibs of
functionally equivalent, high-strength composite material, then the 400-Ib difference
would be added to the vehicle weight for the purpose of determining its compliance
requirement under a weight-based standard. [OAR-2009-0472-7135.1, p.4]

Safety concerns could similarly be addressed through regulatory measures that apply
specifically to safety-related vehicle attributes. For example, vehicle safety regulations
might specify a minimum vehicle footprint-to-weight ratio, or a maximum center-of-
gravity height as a proportion of track width. [OAR-2009-0472-7135.1, p.4]

A weight-based standard, complemented with optimal weight-reduction incentives and
safety-related regulations, would achieve all of the objectives that the footprint-based
standard is intended to achieve, but without the tradeoffs inherent in a one-size-fits-all
regulatory approach. The benefits of this approach would include some or all of the
following: (1) less disparity in manufacturers’ and consumers’ compliance costs, (2)
improved economic feasibility (and consequently, potentially more stringent emission
targets), (3) better preservation of consumer choice, and (4) enhanced safety. [OAR-
2009-0472-7135.1, p.4]

The separate, but complementary, regulation of fuel economy and emissions by NHTSA
and EPA argues in favor of a similar separation of weight-changing and safety
regulations; and a weight-based standard would represent a step toward

harmonized international standards. (China, Japan, and the European Union use weight-
based standards.) Inasmuch as this approach has not been identified as a regulatory option
in the NPRM and appears not to have been considered by the agencies, | encourage the
agencies to do at least a cursory comparative analysis of this approach and to objectively
consider its merits, and then to reevaluate the policy rational underlying NHTSA'’s
selection of footprint as “the most appropriate attribute upon which to base the proposed
standards”. [OAR-2009-0472-7135.1, pp.4-5]

EPA Response:

Most of the comments received on this issue support the use of footprint as the sole or at
least one of the attributes upon which to base the fuel economy and GHG standards.
Most of those disagreeing with the use of footprint support the substitution of vehicle
weight for footprint for two primary reasons. One reason is harmonization with the fuel
economy, fuel consumption, CO2, or GHG emission standards of other nations. The
other is the fact that vehicle weight is a much better predictor of fuel economy and CO2
emissions than footprint. Starting with international harmonization, EPA agrees that the
use of vehicle weight as the primary attribute upon which to base the final standards
would result in standards that, in that respect, appear to be more closely harmonized with
the standards of several nations, namely Europe, Japan, and China. However, we believe
that the benefits of this harmonization could be minimal, and in any event, do not
outweigh the detriments at this time.
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First, establishing a weight based standard in the U.S. would not guarantee that the same
vehicles could or would be sold in all of the nations with weight based standards
presently; indeed, there is little, if any, evidence that weight-based fuel consumption and
GHG emissions standards in place in Europe, Japan, and China are leading to
significantly more similar new vehicle fleets in those regions. Even if the standard curve
were the same in two or more nations, the mix of vehicles sold would likely vary across
national boundaries. Manufacturers comply with their applicable sales-weighted standard
by balancing the number of vehicles sold which are above and below the standard (and
the degree to which they are above and below the standard, of course). Setting the
appropriate level of a fuel economy or GHG standard depends on many factors, including
fleet mix and other regulations (e.g., safety requirements, NOx and PM emissions
standards). Fleet mix varies widely across national boundaries, and some other
regulations are not as stringent in other countries as in the United States. Thus, it may
not be appropriate for all nations to set the same level of fuel economy or GHG emission
standard. In fact, harmonization of fuel economy or CO2 standards internationally is
most practically achieved when roughly the same level of fuel conserving and CO2
reducing technologies can be marketed internationally. The fact that many of
technologies projected to be used to meet the final standards are already utilized
commercially in Europe and Japan is an indication that the final standards are
harmonized to some extent internationally. In addition, because the focus of EPA’s
standards are GHG emissions and not fuel consumption, manufacturers have the option
(and are expected to take advantage) of generating credits through the use of low leak
A/C systems, which are not presently incorporated into other nations’ fuel conservation
programs.

Second, as mentioned by several commenters, setting a weight-based GHG standard
eliminates the incentive for manufacturers to use weight saving materials or techniques to
reduce fuel consumption and CO2 emissions. As one commenter points out, fuel
consumption and CO2 emissions are highly correlated with weight. As described in the
Joint TSD, there are numerous ways that vehicle weight could be reduced in the future
while maintaining vehicle safety and utility. A weight based standard (where the slope
was set to neither promote mass increases or decreases) would simply remove these
techniques from consideration.

The fact that vehicle weight correlates much better than footprint with fuel consumption
and CO2 emissions is, however, not the most relevant factor when selecting the
attribute to use when developing the standard curve. In its 2002 report on the CAFE
program, NAS recommended that NHTSA adopt weight-based standards in order to
discourage manufacturers from responding to CAFE standards by reducing vehicle mass
in ways that would compromise highway safety. However, NHTSA has concluded and
EPA agrees that a size-based system not only more equitably distributes compliance
burdens than a flat standard, but also that, compared to a weight-based system, a size-
based system encourages further penetration of high-strength lightweight materials and,
importantly, incurs less risk that energy and environmental benefits will be lost to
“gaming” (it being much easier to increase a vehicle’s mass than to increase its footprint).
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In another comment, Cummins recommends that towing capacity be added as a
secondary attribute to the proposed truck category, as greater towing capacity increases
vehicle utility in a manner similar to greater footprint. Cummins suggests that such
vehicles be granted a numerically higher CO2 standard than other trucks. We believe
that towing capacity is already implicitly factored into the proposed (and final) car and
truck curves. Towing capacity tends to be higher for trucks than for cars and trucks are in
fact allowed to emit more CO2 than cars (at a given footprint) under the final standard
which was developed based on analysis of the agencies’ forecast of vehicle models
expected to be present in the future light truck market. We also believe that larger trucks
tend to have higher towing capacities than smaller trucks and again, larger trucks are
allowed to emit more CO2 than smaller trucks, up to a footprint of 66 square feet. In
other words, differences in towing capacity are part of the reason why the GHG standard
curve increases with vehicle size and is higher for trucks than for cars. It is possible that
EPA would consider adding additional attributes like towing capacity to its standard
setting function in the future.

Several manufacturers make a similar suggestion for engine size or power (or multiple
attributes). Vehicles with higher engine power tend to have higher CO2 emissions due to
the fact that the engines operate at lower average loads over the two-cycle test procedure.
Unlike passenger and cargo capacity, however, the societal benefit of higher engine
power is less clear. The analysis supporting this rule assumes no change in the
acceleration performance of vehicles due to the rule (and the agencies’ cost analysis
includes the costs for preserving acceleration performance). In other words, we have
included performance vehicles in our analysis and we have evaluated the various GHG
reducing technologies in such a way to maintain acceleration performance as much as
possible. EPA did this by building technology packages for each vehicle type (see
Chapter 1 of EPA’s RIA) that were designed to maintain key performance characteristics
(e.g., effective engine displacement considering turbocharging, estimated acceleration
performance, etc.) to the fullest extent possible. Each subsequent package generally costs
more, provides greater fuel efficiency, and maintains performance relative to the package
before it and, hence, the baseline or current vehicle. We have explicitly excluded
projecting increased sales of lower powered engines as a method of reducing CO2
emissions even in those cases where a manufacturer currently markets the same vehicle
with two or more sized engines. To base the GHG standard on engine size or power
would encourage manufacturers to increase engine size or power and thus, decrease fuel
economy and CO2 emissions, while discouraging smaller engine size or power with their
attendant benefits. Although safety concerns support the adoption of a system that
discourages vehicle downsizing as a compliance strategy, they do not support the
adoption of a system that discourages reductions in the size and/or power of engines in
performance vehicles.

Porsche, for example, states that the purpose of their small sports cars is to provide
performance, while that of other small vehicles is to provide fuel economy (and
commensurately, low CO2 emissions). As stated above, we have included high
performance vehicles when developing the standard curve shapes, as well as their
absolute levels and have maintained the performance levels of these vehicles when
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applying fuel-saving and CO2-reducing technology. However, we believe that it would
be inappropriate to base the GHG standard using engine size or power as an explicit
attribute. Such engines inherently operate at a low level of fuel efficiency at normal
highway speeds. Thus, to include engine power or vehicle performance as an attribute
upon which to set the GHG standard would be to encourage vehicles with inherently high
CO2 emissions, which is directly counter to the expressed goals of the final rule. Also,
since it takes more power to move a larger vehicle, the use of footprint as the attribute
upon which to base the GHG standard indirectly includes the impact of a larger engine on
the GHG standard. However, this is done to enable the utility of the larger vehicle with
larger passenger and cargo capacity.

Porsche further states that they would be required to be the most fuel efficient
manufacturer in the U.S. due to their small average footprint. However, other
manufacturers of small vehicles must achieve the same fuel efficiency. Porsche did not
assert, nor establish that the proposed standards were more stringent for smaller footprint
vehicles than for larger footprint vehicles. Thus, the fact that their overall average fuel
efficiency would be required to be higher than other manufacturers does not mean that
the proposed, nor final standards are more stringent for Porsche than for other
manufacturers. (Note further that the final GHG rules contain an alternative standard for
manufacturers with domestic sales of 2009 MY light duty vehicles of less than 50,000
allowing such manufacturers to select any combination of 2012 through 2015 MY light
duty vehicles to meet the Temporary Lead Time Allowance alternative standard, up to a
cumulative total of 200,000 vehicles. An additional 50,000 2016 MY vehicles may be
included under this alternative as well. Section 86.1818-12 (e) (3). Porsche may choose
this alternative (assuming it meets the various eligibility criteria in the rule) to obtain
needed leadtime to ultimately meet the main CO2 standards for its fleet.)

BMW commented that there is evidence that the footprint-based standards are leading to
increased sales of large trucks. We are not aware of such evidence. EPA's projection of
future sales of large trucks and SUVs in the NPRM did show relatively large sales
volumes. However, as discussed in the Joint TSD, this was due primarily to the mistaken
inclusion of vehicles over 8,500 pounds GVWR which are not subject to the final
standards. We believe that any remaining increase in future large truck sales is due
primarily to the anticipated rebound in the economy and not to the footprint standards.
The design of the final footprint standards is intended to avoid incentives for
manufacturers to increase or decrease the size of their vehicles.

Comments concerning the flattening of the standard curves at low and high footprint
values will be addressed in section 3.2.2 below.

3.2.2 Mathematical shape of the footprint-based standards
Organization:General Motors
Ford Motor Company

Honda Motor Company
Alliance of Automobile Manufacturers (Alliance)
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Toyota Motor North America

University of California, Santa Barbara, Bren Working Group on Vehicle
Fuel Economy

University of Pennsylvania, Environmental Law Project

Recreational Vehicle Industry Association (RVIA)

Comment:
General Motors

The agencies “seek comment on the ... methodology for apportioning the fleet
stringencies to relative car and truck standards for 2012-2016.” GM recommends: 1)
modifying the slope of the truck curves such that large pickups have a lesser obligation,
and 2) changing the large footprint “cut points” or “clips” from 66 ft to 72 ft* to parallel
the methodology applied to passenger cars (i.e. to affect only models with “extremely
low sales volumes™) The statistical application of an un-weighted mean absolute
deviation places inappropriate and additional burden on large pickups and full line
manufacturers. Using a sales-weighed least square regression (as shown below) more
appropriately applies the overall industry goal across the entire fleet. [OAR-2009-0472-
6953.1, p.27]

Further, the agencies propose “to “cut off” the linear portion of the passenger car function
at 56 square feet” primarily because of “extremely low sales volumes” for passenger cars
are larger than this footprint. This treatment of the data is equitable and appropriate;
however the agencies discard this equitable approach in the treatment of larger trucks. In
fact as shown in the table below (shown for 2016 MY but likewise applicable to all
model years of the program), the agencies’ arbitrary “cut point” for large trucks affects a
much larger volume of the fleet. [OAR-2009-0472-6953.1, p.27]

To propose a specific solution to the curve fitting methodology, it is helpful to re-iterate
the parameters that EPA uses to define the curve:

EPA mathematically defines the piecewise linear curves as follows:
Target=a, if x<|

Target=cx +d, ifI<x<h

Target=b, ifx>h |

in the constrained linear form applied by NHTSA, this equation takes the simplified
form:

Target =MIN[ MAX (c*x+d,a), b]

Where:
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Target = the CO, target value for a given footprint (in g/mi)

a = the minimum target value (in g/mi COy)

b = the maximum target value (in g/mi CO,)

¢ = the slope of the linear function (in g/mi per sq ft CO,)

d = is the intercept or zero-offset for the line (in g/mi CO,)

x = footprint of the vehicle model (in square feet, rounded to the nearest tenth)

| & h are the lower and higher footprint limits or constraints or (“kinks”) or the boundary
between the flat regions and the intermediate sloped line (in sq ft)

Specifically, GM recommends: 1) Modifying the slope of the truck curves such that
large pickups have a lesser obligation; specifically increase (in EPA metric of g/mi CO,)
“c” parameter 2) Changing the large footprint “cut points” or “clips” from 66 ft* to 72 ft*
to parallel the methodology applied to passenger cars; specifically increase (in EPA
metric of g/mi CO,) the “b” parameter. [OAR-2009-0472-6953.1, p.28]

Ford Motor Company
Fitting the Curves

Ford recommends that the agencies use the same approach when setting the truck
piecewise linear curve lower limit that was used for setting the car and truck upper limit
and the car lower limit. For example, Ford agrees with the methodology used to establish
the car upper limit that took into account the volume of vehicles (less than 10%)
represented below a certain footprint and also the unique characteristics of those vehicles.
The agencies state that the cars below a certain footprint have ‘characteristics that could
make it infeasible to achieve the very challenging targets that could apply in the absence
of a constraint'. Further the agency noted the maximum value for passenger cars was
determined based on extremely low volume sales of four luxury vehicles.

The agency noted that there is limited public information regarding the sales volumes of
many different configurations (cab designs and bed sizes) of pickup trucks, most of the
largest pickups (e.g., the Ford F-150, GM Sierra/Silverado, Nissan Titan, and Toyota
Tundra) appear to fall just above 66 square feet in footprint. NHTSA is therefore
proposing to ‘cut off' the linear portion of the light truck function at 66 square feet. Ford
disagrees with this assessment. Ford agrees with the Alliance assessment that a large
volume of the trucks are between 68-72 square feet. This significant volume of trucks
above the 66 square foot limit, makes this limit function more as a 'backstop.'

Ford strongly supports the Alliance recommendation for the agencies to move the lower
limit for the truck piecewise linear curve to 72 square feet to recognize where the fleet is
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at today and avoid both market distortions and the GHG/CAFE backstop effect it could
impose. Ford further recommends that the agencies use the same methodology applied to
both the car upper and lower limit and the truck upper limit, which takes into account not
only the volume of vehicles affected by the limit, but more importantly the unique
characteristics (towing capacity and/or cargo hauling capability) of those vehicles that
could make it infeasible to achieve the very challenging targets that would apply in the
absence of the constraint adjustment. [OAR-2009-0472-7082.1, p. 4]

Honda Motor Company

Honda notes that the passenger car GHG and MPG attribute curve stringencies are
capped for vehicles with footprints smaller than 41 square feet. The 41 square foot cap
roughly aligns with the smallest 10% of the passenger car market. This cap will create the
possibility that OEMs can offer consumers lower cost solutions to greenhouse gas
reduction and higher fuel economy. In other words, as the stringency increases each year,
the only solution for OEMs to meet these tougher standards is to increase the technology
—and therefore the costs — that are applied to vehicles of the same footprint. Vehicles
small enough to fit under the footprint cap will be able to meet the increased stringency
simply by being small, and potentially less technology — and costs — need to be applied.
Consumers who choose to downsize to these smaller vehicles can benefit from the lower
greenhouse gas emissions and increased fuel economy of these vehicles while
minimizing the cost impact. [NHTSA-2009-0059-0095.1, pp.5-6]

Honda strongly supports the creation of a similar cap for the truck GHG and MPG
attribute curves. Currently the 41 square foot cap is applied to both passenger cars and
trucks, however, the 41 square foot cap for trucks does not correspond to any current
trucks on the market, so it is effectively meaningless. A similar cap for trucks would set
the cap approximately where the smallest 10% of the truck fleet can be found. According
to data from the 2011 MY CAFE NPRM, the smallest 10% of the truck fleet is found at
approximately 46 square feet (see Attachment 1). Trucks provide consumers with
increased functionality, and as such, not all consumers can downsize from trucks to cars.
By enabling truck customers to downsize within the truck category, customer choice will
be protected. [NHTSA-2009-0059-0095.1, p.6] [See [NHTSA-2009-0059-0095.1, p.14
for Attachment 1]]

Alliance of Automobile Manufacturers (Alliance)

Truck Clip

With vehicle size-based standards (i.e., footprint) based on a continuous curve, all models
have a specific target fuel economy and CO2 emissions level. Larger vehicles receive a
standard that reflects a fundamental of physics: that a larger vehicle requires more energy

than a smaller one (with equivalent technology levels). 74 Fed. Reg. 49470. [OAR-2009-
0472-6952.1, p. 30]
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This scientific relationship holds true for a continuous footprint function until clips are
imposed. A “clip” is defined as a region where the footprint-fuel economy (or CO2)
relationship is replaced with a constant (“clipped”) value for fuel economy (or CO2)
regardless of footprint. [OAR-2009-0472-6952.1, p. 30]

The Alliance notes the high-side clip regions could force manufacturers to limit
production of vehicles that are above the high-side clip or cause manufacturers who
currently produce more vehicles above the high-side clip region to drastically change
their products whereas other manufacturers would not be required to make such changes.
Also, this option may deny customers the full range of vehicles that meet their needs
within the clip region — this is especially true on the truck fleet. [OAR-2009-0472-6952.1,
pp.30-31]

The high-side clip on the car fleet affects significantly less than 1% of the fleet but the
high-side clip on the truck fleet is centered on the volume of the full size pickup trucks.
[OAR-2009-0472-6952.1, p.31]

It appears EPA and NHTSA assumed that these full size pickup trucks were at or about
66 square feet, when in fact a large volume of them are at 68-72 square foot footprint. 74
Fed. Reg. 49,472. This significant volume of trucks above the clip, make this clip
function more as a “backstop.” [OAR-2009-0472-6952.1, p.31]

NHTSA cannot subject a vehicle to both a class standard and an overall standard. This is
contrary to the legislative scheme of placing a vehicle is placed in a single compliance
fleet, and contrary to NHTSA'’s past interpretations. During the time when NHTSA set
2WD and 4WD/AWD CAFE standards for light trucks, the “combined standard” was an
option (i.e. an alternative to compliance with the class standard), and NOT an additional
requirement. Subjecting manufacturers to a CAFE backstop would perpetuate the
anticompetitive and antisafety consequences of the fleet average system that Congress
abandoned with the passage of the Energy Independence and Security Act of 2007, Pub.
L. 110-140 (EISA). [OAR-2009-0472-6952.1, p.31]

If the objective of the footprint system is to develop a regulatory framework that is
superior to the non-attribute-based fleet average system, the high-side truck clip acts as a
'GHG/CAFE backstop' and simply places a new layer of regulations on top of the
footprint curve, creating more complexity for both manufacturers and the two agencies.
[OAR-2009-0472-6952.1, p.31]

The Alliance recommends that the agencies move the high-side clip on the truck curve to
72 square feet to recognize where the fleet is at today and avoid both market distortions
and the GHG/CAFE backstop effect it could impose. This would reflect a consistent
approach with the methodology that the agencies employed in setting the passenger car
high-slide clip. [OAR-2009-0472-6952.1, p.31]

Toyota Motor North America
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Shape of Target Curves

The agencies requested comment on several aspects of the proposed target curves and the
manner in which the curves were developed. [OAR-2009-0472-7291, p.11]

In general, Toyota supports the overall shape of the proposed target curves. In particular,
the proposed car target curves represent an improvement over NHTSA's 2011 model year
final rule car curve. In that rulemaking, the car curve adopted by NHTSA was quite
'steep’ in the middle footprint ranges. The steepness of that curve had two possible
negative effects. First, from a competitive standpoint, competing vehicles in the
marketplace with slightly different footprints could have meaningfully different targets,
which could provide an advantage for certain manufacturers in certain market segments.
Second, a steep curve could provide an incentive to upsize a model in order to secure a
relaxed target. [OAR-2009-0472-7291, pp.11-12]

The proposed car curves are 'flatter' than the 2011 model year curve as shown in Figure 5
below, particularly in the early model years. Note the figure shows the NHTSA car
curves in MPG space, and compares the 2012 and 2016 model year slopes to the 2011
model year curve. Toyota supports this trend in flattening the car target curves. [OAR-
2009-0472-7291, p.12]

With respect to the truck curves, the slope of the proposed curves is very similar to the
2011 model year truck curve adopted by NHTSA as shown in Figure 6. Again, the figure
shows the NHTSA truck curves in MPG space, and compares the 2012 and 2016 model
year slopes to the 2011 model year curve. Toyota supports the general continuation of
this slope for the truck curves. [OAR-2009-0472-7291, p.12]

Another key aspect of the proposed target curves is the ‘cut-off' (or clip) at footprints
below 41 square feet and above 56 square feet for cars and above 66 square feet for
trucks. A comparison of the final 2011 model year car and truck curves and the proposed
2012 and 2016MY curves is shown in Figures 7 and 8. While the constrained logistic
function used for 2011 model year does not have a true clip from a

mathematical viewpoint, the 2411 model year target curves for both cars and trucks
largely flatten out to form effective clips at both ends of the curve. [OAR-2009-0472-
7291, pp.12-13]

For smaller footprint vehicles, the current proposal extends the effective clip down to 41
square feet, requiring additional improvements in smaller cars and trucks . At the same
time, maintaining some level of clip also ensures that the smallest and most fuel efficient
vehicles are not unduly penalized by setting targets so high as to price these vehicles out
of the most price-sensitive market segment. Toyota supports the clip at the smaller
footprint range, and would not support eliminating the clip (requiring ever increasing
target for smaller vehicles). For larger footprint vehicles, Toyota has no comment other
than to recognize the current proposal clips both the car and truck curves at nearly the
same footprint as the 2011 model year car and truck curves. [OAR-2009-0472-7291,
p.13]
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University of California, Santa Barbara, Bren Working Group on Vehicle Fuel
Economy

A second issue concerns the shape of the fuel economy curves. The reason for using a
curve instead of a single fuel economy target as in the original CAFE standards is to
prevent excessive downsizing as a strategy for meeting fuel economy targets. However
some downsizing is appropriate if it is done gradually. It makes little sense to structure
the regulation to actively discourage downsizing. We recommend that the slope of the
curve be made shallower over time. Making the slope flatter would raise the fuel
economy standard at the 'backstop’ of 56 square feet (or 66 square feet for light trucks).
The flattening of the slope coincides with the consideration that new innovations will be
developed between now and when the enforcements are enacted. [OAR-2009-0472-
7188.1, p. 4]

It should be recognized that the stated purpose of the slope of the curve is to ensure that
there would be 'no significant effect on the relative distribution of different vehicle sizes
in the fleet, which means that consumers will still be able to purchase the size of vehicle
that meets their needs'. The sloping curve allows for regulators to apply targets to
vehicles of all sizes with relatively equal stringency. It is predicted that this equal
distribution of stringency will result in relatively similar increases in vehicle efficiency in
vehicles of all footprints, in order to prevent the proposed regulation from influencing
consumer choice and market-driven forces. [OAR-2009-0472-7188.1, p. 4]

If the manufacturer succeeds in increasing a vehicle model's footprint while minimizing
its decline in fuel economy, they may obtain emission credits that they would not have
otherwise earned, undermining the regulation’s core purpose. Since the slope of the curve
currently does not change as it increases annually, this incentive will be present
throughout the 2012-2016 period. [OAR-2009-0472-7188.1, p. 5]

Therefore, we recommend an incremental increase in stringency of the footprint curve
which takes technology-forcing into account by gradually flattening the slope of the
curve, possibly attaining a flat, fleet wide fuel economy target in the future. The
flattening of the curve will pose a greater obstacle for larger, less fuel efficient cars to
meet the proposed standards, and at the same time assure the anticipated market shift
toward vehicles with smaller footprints, resulting in higher fuel economy. In addition to
efficiency innovations, this shift toward smaller, more fuel-efficient cars is a critical
factor in making significant, tangible nation-wide reductions in vehicle greenhouse gas
emissions. By meeting and exceeding more stringent curves, American manufacturers
will place themselves at the forefront of the global technology frontier, thus helping to
regain our role as an economic leader. [OAR-2009-0472-7188.1, p. 5]

Moreover, we recommend that the method with which the curves were drawn be made
transparent in the support documentation. Any equations and formulae utilized to derive
the curve should be made publicly available. We attempted to use the VOLPE model
output data from NHTSA's website to reproduce the footprint curve, in order to assess the
method with which the curve was drawn. According to the technical support document,
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the mean absolute deviation (MAD) regression was used to draw the slope between the
maximum and the minimum footprints (41sq ft to 56 sq ft for passenger vehicles).
However, we were unable to reproduce the maximum technology curve and, therefore,
could not compare the MAD methodology to alternative regressions. [OAR-2009-0472-
7188.1, p. 5]

Despite direct communication with NHTSA, we were unable to clarify these questions
and replicate the exact slope and intercept given in the VOLPE model output. According
to testimony at the Los Angeles hearings, the Environmental Defense Fund similarly had
difficulty replicating the NHTSA analysis. This is a crucial piece of information, as the
curve is the central tool with which the fuel economy targets are assigned. If the method
is made transparent, then commentators could also make better informed
recommendations to the proposal. [OAR-2009-0472-7188.1, p. 5]

University of Pennsylvania, Environmental Law Project

While it is important that the regulation avoid providing perverse incentives to vehicle
manufacturers, predictability and gradualness are also important features of the
regulation. These features ensure that the cost of compliance will be relatively low, as
auto manufacturers are given time to incorporate improvements into the standard design
timeline. Thus, we recommend that the regulation gradually reduce the disparity between
the efficiency requirements for larger and smaller vehicles such that it is

significantly reduced between model years 2012 and 2016. This reduction would take the
form of a decreasing slope in the standard curves between 2012 and 2016, as well as a
decrease in the difference between the height of the car and truck curves. [OAR-2009-
0472-7286.1, pp. 17-18]

Recreational Vehicle Industry Association (RVIA)

The NPRM proposes fuel economy/CO2 target curves for light trucks which flatten out at
the 66 square feet footprint value. It is our understanding, however, that there are light-
duty vehicle tow vehicles currently in the marketplace which have a volume [sic:
footprint] in the range of 68 to 72 square feet. In flattening out the curve at 66 square feet,
vehicles up to 72 square feet footprint range will be expected to achieve the same fuel
efficiency as vehicles having a footprint of 66 square feet. We urge EPA and NHTSA to
correct this oversight and adjust the target curves so that these larger vehicles, especially
since they are used for towing, are not penalized by the standards. Failing to do so risks
manufacturers downsizing these tow vehicles or eliminating them altogether from the
product mix. Either of these actions will be detrimental to highway safety and to the RV
industry and individual who tow RVs. [NHTSA-2009-0059-0107, p.5]

EPA Response:
There are several key aspects to the mathematical form of the footprint-based standards

which were commented upon. These were: 1) the statistical methods used to develop the
slope of the car and truck curves, including the resultant slopes of these curves, and 2) the

3-45



EPA Response to Comments

lower and upper footprint values where the curves flatten out. We address each of these
aspects below.

The slopes of the footprint-based standard curves in the NPRM were based on a
minimization of the sum of the absolute differences between the individual vehicle data
points and the curve, often referred to as minimum mean absolute deviation or MMAD.
Each vehicle's data point was assigned the same "weight" in this summation. The
primary alternatives to this technique would be to 1) use least-square regression and 2)
sales-weight each vehicle's data point. GM, for example, recommended that both
alternatives be used in lieu of the non-sales weighted MMAD regression.

The MMAD regression technique differs from least square regression primarily in that it
reduces the influence of data points which deviate the most from the curve. Least square
regression by definition squares this deviation before summing, while MMAD simply
adds the deviation to the sum of differences. Examination of the vehicle data used to
develop the curves indicates that the fuel consumption and CO2 emission levels of
individual vehicles having similar footprints vary widely, often by as much as 50%. This
extreme variation can indicate the absence of a normally distributed dataset, often
indicating the need to use a statistical technique that reduces the influence of outlying
data points.t

With respect to recommendations that NHTSA and EPA use weighted least-squares
analysis, the agencies find that the market forecast used for analysis supporting both the
NPRM and the final rule exhibits the two key characteristics that previously led NHTSA
to use minimization of the unweighted rather than sales-weighted analysis. The agencies’
intention is to fit a curve that describes a technical relationship between fuel economy
and footprint, given comparable levels of technology, and this supports weighting
discrete vehicle models equally. However, there are some aspects of vehicle design which
are known to influence fuel consumption and CO2 emissions, such as acceleration
performance and amenities which can increase vehicle weight. To the extent that the
distribution of these preferences is not equally distributed across the range of footprint
values, vehicles with relatively extreme attributes and low sales levels could affect the
slope of the curves.

! In the case of a dataset not drawn from a sample with a Gaussian, or normal, distribution, there is often a
need to employ robust estimation methods rather than rely on least-squares approach to curve fitting. The
least-squares approach has as an underlying assumption that the data are drawn from a normal distribution,
and hence fits a curve using a sum-of-squares method to minimize errors. This approach will, in a sample
drawn from a non-normal distribution, give excessive weight to outliers by making their presence felt in
proportion to the square of their distance from the fitted curve, and, hence, distort the resulting fit. With
outliers in the sample, the typical solution is to use a robust method such as a minimum absolute deviation,
rather than a squared term, to estimate the fit (see, e.g., “*Al Access: Your Access to Data Modeling,”” at
http://www.aiaccess.net/English/Glossaries/GlosMod/e_gm_O_Pa.htm#Outlier). The effect on the
estimation is to let the presence of each observation be felt more uniformly, resulting in a

curve more representative of the data (see, e.g., Peter Kennedy, A Guide to Econometrics, 3" edition, 1992,
MIT Press, Cambridge, MA).
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In conducting analysis to support its rulemaking for MY2011 CAFE standards, NHTSA
evaluated several combinations of these two aspects of the curve setting technigues.
Most combinations yielded slopes for the car curve that were believed to give
manufacturers too great an incentive to upsize their vehicles. In other words, the change
in allowed fuel consumption or CO2 emissions with an increase in size was deemed to be
greater than that which would inherently result from a larger vehicle platform, as
supported by Toyota. This belief was despite the fact that the slopes of these curves
reflected the change in fuel consumption or CO2 emissions with a change in vehicle
footprint. Considering this, and considering the technical issues discussed above,
NHTSA selected techniques that yielded a car curve with what it believed to be an
acceptable slope. NHTSA and EPA have continued to apply those techniques in
connection with the final rule, though with a constrained linear curve as opposed to a
constrained logistic curve, which in part resulted in a car curve slope lower than that in
the middle of the 2011 MY constrained logistic curve.

This choice of statistical techniques also yielded a slightly lower slope for the truck curve
than several other combinations of the available statistical techniques. A lower truck
slope increases the stringency of the standard for larger trucks relative to smaller trucks.
This appears to be GM's concern, as GM's truck sales are oriented towards the larger
truck segment of the market. GM's suggestion to use sales weighted least square
regression is not supported by any additional information beyond that provided by the
two agencies in the proposed rule. GM and Ford did challenge the two agencies'
projections that their larger trucks could meet the proposed standards. These comments
are addressed in section 3.3 of this RTC document. GM did not address the issue of the
increased slope for cars, which would accompany their recommended

statistical technique. Overall, the two agencies continue to believe that the use of
unweighted MMAD regression produces the best results for this dataset and that no
arguments exist which clearly indicate that this approach should be rejected. Thus, the
two agencies fitted the car and truck curves using the same statistical techniques as those
used in the NPRM. It is possible that EPA and NHTSA would reconsider the statistical
techniques used to develop the standard curves in future rulemaking.

Regarding the lower and upper footprint values where the standard curves flatten out,

GM recommends that the upper footprint value for trucks be increased to 72 square feet
from 66 square feet. Their argument is based on the fact that the upper footprint value for
cars of 56 square feet affects very few sales. Thus, the upper footprint value for trucks
should do the same.

This argument does not address the interaction between the car and truck curves and how
they together regulate the light vehicle fleet. For example, the lower limit of the car
curve was set at 41 square feet. Roughly 10% of car sales fall below this level. Were the
lower limit of the truck curve to be set at footprint value where 10% of truck sales fell
below its value, the lower limit of the truck curve would have been well above 41 square
feet. The truck curve is already well above the car curve in terms of fuel consumption or
CO2 emissions at lower footprint values. If the truck curve were to flatten out at a
footprint value of, for example, 46 square feet as suggested by Honda, the difference
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between the two curves would become even greater for vehicles below 46 square feet.
The incentive to convert cars with footprints below 46 square feet to trucks would have
been extremely large. Thus, even though few current trucks are sold with footprints
below 41 square feet, protecting the overall goal of the two programs makes it clear that
the lower footprint limit of the truck curve should be the same as or very similar to that
for the car curve. Thus, Honda's comment that the 41 square foot cutpoint for the truck
curve is meaningless is not correct.

Since trucks tend to have larger footprints than cars, it makes similar sense to set the
upper limit of the truck curve in the same way as the lower limit of the car curve (i.e., at
the point where roughly 10% of sales exceed the limit). This is roughly 66 square feet.
Analogous to the setting of the lower limit of the truck curve at the same level as the
lower limit of the car curve, we could have set the upper limit of the car curve at 66
square feet. However, there are very few car sales above 56 square feet, so the point is
essentially moot as to setting the upper limit of the car curve at 56 or 66 square

feet. GM's arguments starts by setting of the upper limit of the car curve and then setting
that of truck curve to the same level. This is incorrect from a policy perspective. The
lower limit of the two curves is set based on that vehicle class with the smaller vehicles
(i.e., cars) and the upper limit of the curves is set based on that vehicle class with the
larger vehicles (i.e., trucks).

While GM, Ford and AAM assert that a large volume of truck sales exist with footprints
between 68 and 72 square feet, detailed data supporting this claim, which could have
been incorporated into the two agencies' analyses, were not provided. As discussed in
section 3.4 of this RTC document, there is value from a policy perspective for a backstop
which increases the likelihood that the projected benefits of these rules actually occurs.
Thus, the fact that the upper limit on the truck curve serves to a small degree as an
indirect backstop on fuel consumption and CO2 emissions is not in itself a problem. We
also note that most vehicles which are marketed as "low-priced"” or “economical™ are very
small in size. This implies that sales of these vehicles would be the most sensitive to
increases in cost due to the addition of fuel saving technology. Trucks above 66 square
feet in footprint do not fall into this category. In contrast, these vehicles are typically on
the high end of the market in many respects and should be in a good position to absorb
the cost of the technologies which the agencies project will enable their compliance.

Toyota suggests reducing the slopes of the car and truck curves over time to encourage a
gradual downsizing of both the car and truck fleets. The two agencies did not decide to
do this at the present time, primarily because the agencies are attempting use attribute-
based standards to discourage downsizing that might compromise highway safety and to
more equitably distribute compliance burdens, not to encourage vehicle downsizing
beyond levels consistent with normal market demands. Of course, the agencies will
reconsider appropriate ways to fit the car and truck curves for purposes of subsequent
rulemakings.

Since the fitted slopes of the two curves were based on vehicle data which reflected the
use of all available technologies other than diesel and strong hybridization, we do not
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believe that there is an inappropriate incentive for manufacturers to upsize their vehicles
in order to reduce the need to add fuel saving and CO2 reducing technology.

As described in section 11.C of the preamble to the final rule, NHTSA did correct several
errors in its analysis used to fit the slopes of the curves, allowing the commenters to
reproduce the results. The refitted passenger car curve is similar to that presented in the
NPRM, and the refitted light truck curve is nearly identical to the corresponding curve in
the NPRM. However, the slope of the refitted passenger car curve is about 27 percent
steeper (on a gram per mile per square foot basis) than the curve presented in the NPRM,
and would increase stringency for the smallest cars, decrease stringency for the largest
cars, and provide a greater incentive to increase vehicle size throughout the range of
footprints within which NHTSA and EPA project most passenger car models will be sold
through MY 2016. The agencies are concerned that these changes would make it unduly
difficult for manufacturers to introduce new small passenger cars in the United States,
and unduly risk losses in feasible and cost-effective energy and environmental benefits by
increasing incentives for the passenger car market to shift toward larger vehicles.

Considering NHTSA’s and EPA’s concerns regarding the change in incentives that
would result from a refitted curve for passenger cars, the agencies are finalizing CAFE
and GHG standards based on the curves presented in the NPRM.

3.2.3 Relative stringency of the car and truck standards

Organization: General Motors
Northeast States for Coordinated Air Use Management
International Council on Clean Transportation
University of California, Santa Barbara, Bren Working Group on Vehicle
Fuel Economy
University of Pennsylvania, Environmental Law Project
South Coast Air Quality Management District

Comment:
General Motors

The overall industry goal of 250 CO, g/mile (35.5 mpg equivalent) by 2016 model year is
tough, but reasonable. This target can, however, be distributed between the separate car
and truck fleets in an infinite number of combinations. In our comments, we provide an
analysis for adjusting the proposed distribution to achieve a more equitable burden on the
truck fleet. Our analysis shows that today’s most efficient, segment leading cars and
small trucks already meet the 2016 model year targets, but the segment leading and most
efficient large pickups are required to improve by 20% to meet their 2016 MY
requirements. Our analysis shows that over estimated benefits of added fuel economy
technology and future pickup truck volumes result in a disproportionate burden being
placed upon large pickups. GM recommends that in each year of the rule, the agencies
better balance the respective obligations of passenger cars and trucks — while still
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reaching the same end point for the car and truck fleets combined in 2016. [OAR-2009-
0472-6953.1, p.2]

GM recommends that in each year of the rule, the agencies better balance the obligation
for large pickups as compared to passenger vehicles. Today’s most efficient, segment
leading cars and small trucks already meet the 2016 model year targets but the segment
leading, most efficient large pickups are required to improve by 20% to meet their 2016
MY requirements. [OAR-2009-0472-6953.1, p.4] [[See pp.4-8 of OAR-2009-0472-
6953.1 for a discussion on GM's analysis of the truck efficiencies]]

Northeast States for Coordinated Air Use Management

Separate footprint curves for cars and light trucks: NESCAUM encourages EPA and
DOT to maintain a single footprint curve for cars and light trucks in the final regulation.
By establishing two curves as EPA and DOT have proposed, there is a significant risk
that automobile manufacturers will “game” the standard. This can be done, for example,
by making four wheel drive small SUVs rather than two wheel drive small SUVs so that
cars become classified as trucks. If manufacturers reclassify cars as light trucks as has
happened before, GHG emissions and fuel consumption could increase

significantly. [OAR-2009-0472-7235.1, p.4]

[Northeast States for Coordinated Air Use Management also submitted these comments
as testimony at the New York public hearing, See docket number OAR-2009-0472-4621,
p. 43.]

International Council on Clean Transportation

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, p. 59.]]

We also support the proposed change to the shape of the footprint adjustments. Target
standards versus the vehicle footprint provide consistent signals to improve efficiency for
most vehicles while preserving incentives to make the largest vehicles smaller.

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, pp. 61-62.]]

First, the proposed rule maintains separate footprint curves for cars and light trucks. This
subjects light trucks with the same footprint to much less stringent standards and gives
manufacturers a tremendous incentive to reclassify cars as light trucks. In the past this
has brought us such notable trucks as the Subaru Outback, Chrysler P.T. Cruiser, Dodge
Magnum, Mazda 5, Porsche and BMW X6, BMW describes as a sports activity coupe.

In the future it is likely to cause manufacturers to drop many 2-wheel drive versions of

their small sport utilities and make less efficient 4-wheel drive versions standard so that
they can be classified as light trucks instead of cars. Each car to light truck sales shift
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results in easier compliance for manufacturers but higher in use fuel consumption and
greenhouse gas emissions in use.

EPA recognized the importance of this issue when it established a single tier 2 emissions
standard that applied to all cars and light trucks. It is time to do the same for fuel
efficiency and greenhouse gas emissions and end this artificial distinction. A single
footprint function will still give larger trucks a less stringent target while avoiding vehicle
classification games.

University of California, Santa Barbara, Bren Working Group on Vehicle Fuel Economy

While the proposed rule itself will not alter fleet composition, the EPA and NHTSA have
projected a market-driven shift from the current mix of vehicles (51% passenger cars,
49% light trucks) towards a vehicle mix of 67% passenger cars and 33% light trucks by
2016. However, the market simply may not respond in the manner projected in the
proposal, or the shift may not occur with market power alone. The Union of Concerned
Scientists contend that vehicles slated to be reclassified as passenger vehicles (e.g. 2-
wheel drive SUVs) could be equipped with other light truck attributes to qualify for light
truck classification. As long as there is a separate, less stringent footprint-curve for light
trucks, there will be a strong incentive on the part of auto-makers to classify their
vehicles as light trucks. While the curve evenly distributes the penalties, it also rewards
vehicles with larger footprints, which inherently tend to have a lower fuel economy. Not
only does the footprint-based curve discourage downsizing of vehicles, it introduces
incentives for manufacturers to maximize the footprint for a given model, so that a model
will have a less stringent target fuel economy. This may include shifting the wheelbase to
a wider, boxy shape, or elongating the vehicle. [OAR-2009-0472-7188.1, p. 4]

University of Pennsylvania, Environmental Law Project

While it is important that the regulation avoid providing perverse incentives to vehicle
manufacturers, predictability and gradualness are also important features of the
regulation. These features ensure that the cost of compliance will be relatively low, as
auto manufacturers are given time to incorporate improvements into the standard design
timeline. Thus, we recommend that the regulation gradually reduce the disparity between
the efficiency requirements for larger and smaller vehicles such that it is

significantly reduced between model years 2012 and 2016. This reduction would take the
form of a decreasing slope in the standard curves between 2012 and 2016, as well as a
decrease in the difference between the height of the car and truck curves. [OAR-2009-
0472-7286.1, pp. 17-18]

South Coast Air Quality Management District

Third, the South Coast AQMD staff shares the concern that the attribute basis of the EPA
program may provide certain incentives to up-weight vehicles.
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For example, the EPA's program may result in auto manufacturer compliance strategies
which involve up-weighting of vehicles from two-wheel drive to four-wheel drive SUV
configurations. For this reason, the South Coast AQMD staff recommend that EPA
consider establishing some form of backstop mechanism to ensure that the vehicle fleet
is not dramatically distorted by perverse incentives occurring by selecting different
vehicle weight categories.

In conclusion, the AQMD staff certainly appreciate this opportunity to provide comment.
We compliment the EPA and NHTSA and DOT staffs for their diligent analysis. The
standards proposed by both of your organizations will significantly reduce greenhouse
gas emissions as well as criteria pollutants. We are very pleased to stand here and
strongly endorse the standards as they will provide meaningful national benefits for
decades to come.

[Comments are from LA Testimony, OAR-2009-0472-7283, pp.59-67]
EPA Response:

GM's basic comment that the burden of the standards can be more equitably distributed
between cars and trucks is a function of three aspects of the car and truck standard
curves: 1) their relative slopes, 2) their relative intercepts at zero footprint (ignoring their
flattening at a footprint value of 41 square feet), and 3) the lower and upper footprint
values where the curves flatten out (and for GM, their primary focus is the 66 square foot
cutpoint for the truck curve). The issues of the relative slopes of the car and truck curves
and the lower and upper footprint cutpoints were addressed is section 3.2.2 above. The
remaining issue to be addressed here is how the two agencies set the intercepts of the two
curves, or in other words, the degree to which the truck curve was above the car curve in
terms of fuel consumption and CO2 emissions.

This distance between the car and truck curves was based on setting each curve at the
level where estimated net societal benefits were maximized (as described in section Il of
the preamble). These two curves were then adjusted upwards (in terms of fuel
consumption or CO2 emissions) to the point where the desired fleet-average fuel
consumption or CO2 targets were achieved. Thus, this analysis reflects the cost of
adding technology to both cars and trucks, smaller and larger vehicles, as well as the
benefits accruing from this technology. GM has not shown why this approach produces a
greater burden on large trucks versus smaller cars. Simply comparing current vehicles,
even "market leading” vehicles, to the proposed standards does not establish the
capability of adding additional, cost beneficial technology. Current market forces,
including forces in overseas markets for some manufacturers, can lead to the uneven
addition of technology to current vehicles. Without assessing the degree to which
available technology has already been added to current vehicles, any such comparison
can be misleading. We believe that the approach of adding all cost beneficial technology
to all vehicles provides a reasonable balance of regulatory burden across the wide variety
of vehicles currently being sold in the U.S. market.
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Regarding NESCAUM's suggestion for a single curve for both cars and light trucks and
other comments indicating a risk that manufacturers will shift car sales to trucks, we
believe that there are several reasons to reject this approach for the present rule. As
discussed above in section 3.0, EPCA requires NHTSA to set separate standards for
passenger cars and light trucks. Also, some trucks, at least, provide utility not available
from cars. These include cargo and towing capacity. The vehicle features required to
provide this utility inherently increase fuel consumption and CO2 emissions relative to
vehicles without such utility. Therefore, some distinction between car and truck
standards appears justifiable. As also discussed in section 3.0 above, we acknowledge
that there is some risk that manufacturers will increase the sale of AWD and 4WD
versions of their smaller SUVs relative to 2WD versions of these vehicles, thereby
leading to increased levels of fleetwide fuel consumption and CO2 emissions. As
indicated above, we will monitor this situation and take necessary action as we develop
standards for 2017 and beyond. At the present time, a shift from the historical approach
of setting separate standards for cars and trucks to one that would tgreat them the same or
much more similarly would lead to a large differential regulatory impact on several
manufacturers. The current state of the auto industry and the fact that the time frame of
these rules only extends 6 years from today argue against such a dramatic change at this
time.

3.3 Stringency of the standards

Organization: General Motors
Northeast States for Coordinated Air Use Management
Public Citizen and Safe Climate Campaign
American Council for an Energy Efficient Economy
Sierra Club
California Air Resources Board
International Council on Clean Transportation
US Steel Corporation
University of Pennsylvania, Environmental Law Project
Eadie, R. Frank
Sack, Emily

Comment:

General Motors

The overall industry goal of 250 CO2g/mile (35.5 mpg equivalent) by 2016 model year is tough,
but reasonable. [OAR-2009-0472-6953, p.2]

The proposed standards are not easy, nor will they be inexpensive, but we are up to the
challenge. The success of our current offerings in the marketplace like the Chevy Malibu
and the Equinox and the enthusiasm over soon-to-be released products like the Chevy
Cruze convince us that we will be able to do our part, and even before this rule becomes
effective, we will have introduced the Chevy Volt, which is scheduled to start production
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in late 2010 as a 2011 model year vehicle, and it will be GM's first extended range
electric vehicle. [OAR-2009-0472-6185, p.11]

Public Citizens and Safe Climate Campaign

The agencies have not outlined an approach to setting standards that sets a precedent for
how the agencies would approach this task the next time around. The agencies

have engaged in economic hand waving, estimating that more stringent standards would
be cost-effective, but then appealing to the financial state of the auto industry in choosing
the level of standards. For example, EPA discusses other rates at which to ramp down the
CO2 standards, looking at two options: lowering allowable CO2 emissions by four
percent per year and six percent per year. These options are not indicated by any
technological or economic criteria, but merely establish a range within which the
agency’s proposal fails. EPA proposes that CO2 emissions decline at approximately 4.2
percent per year for passenger cars and 4.5 percent per year for light trucks. [OAR-2009-
0472-7050.1, p.9]

EPA then discusses the relative cost of compliance with standards in each scenario, and
explains that the cost savings for setting standards at four percent instead of the proposed
level would be $73 per vehicle, whereas the six percent alternative would incur additional
costs of $493 per vehicle on average. EPA appeals to the financial state of the industry in
influencing its decision: “EPA is not concluding that the 6% per year alternative
standards are technologically infeasible, but EPA believes such standards for this time
frame would be overly stringent given the significant strain it would place on the
resources of the industry under current conditions. EPA believes this degree of stringency
is not warranted at this time. Therefore EPA does not believe the 6% per year alternative
would be an appropriate balance of various relevant factors for model years 2012-2016.”
EPA does not substantiate this claim with an analysis that evaluates the tradeoff in terms
of public health and welfare. [OAR-2009-0472-7050.1, p.9]

Science dictates that to avoid the worst consequences of global warming that we must
reduce emissions of greenhouse gases to 83 percent below 1990 levels by 2050. In order
for the U.S. light duty transportation sector to get there, EPA must set standards that cross
multiple product cycles and allow for much more significant transformative changes in
the light duty vehicle fleet. The CAA requires EPA to issue standards that protect public
health and welfare. The Supreme Court in Massachusetts v. EPA affirmed CAA authority
to regulate greenhouse gases, and EPA has asserted that greenhouse gases pose a threat to
public health and welfare through its proposed endangerment finding. The agency’s
approach to setting standards must reflect its responsibility to set protective standards
consistent with its statutory mandate. [OAR-2009-0472-7050.1, p.9]

EPA’s consideration of health and the environment are paramount to economic
considerations in setting standards under CAA. NHTSA has significant discretion to
balance the four factors under EPCA for setting standards, and could choose
technological feasibility and the need of the nation to conserve energy as the paramount
factors in standard setting. The agency’s assessment of the industry’s capacity and
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willingness to raise fuel economy and cut greenhouse gas emissions does not reflect
current trends. Consumer demand for fuel efficient cars has increased significantly in
light of gas price spikes in 2005 and 2008, and increased public awareness of global
warming. Major automakers have been making announcements for over a year about
ambitious plans to raise vehicle fuel economy, roll out new efficiency technology, and
move more rapidly than expected into hybrid, plug-in hybrid, and fully electric vehicles.
Both agencies’ assumptions about technology adoption and willingness to increase fleet
fuel economy seem unjustifiably constrained by outdated assumptions. [OAR-2009-
0472-7050.1, p.10]

In establishing this new program, the agencies should develop a standard-setting
methodology that satisfies each agency’s statutory requirements, as well as the intent of
both laws. EPCA aims to stabilize energy prices through conservation efforts. It was
passed to establish a national energy policy that protects consumers against future price
shocks and puts the nation in a more competitive position globally by making the nation
less sensitive to price volatility. This vision was undermined by inconsistency in standard
setting, and when oil prices rose sharply in 2005 and 2008, consumers were subject to
prices shocks similar to those experienced in the 1970s. EPA has a responsibility to
protect public health and welfare by setting standards under the CAA. The threat of
global warming is clearer today than previously, and the agency’s authority to regulate
greenhouse gas emissions to fulfill its mission of protecting public health and welfare has
been affirmed. [OAR-2009-0472-7050.1, p.10]

Both agencies should start the standard setting process by establishing oil savings and
greenhouse gas reduction goals based on assessments of national needs. From these
estimates, the agencies must then apply considerations appropriate to their respective
statutes, including technological feasibility, economic considerations, and the needs of
the nation to conserve oil and reduce greenhouse gas emissions. This would result in
setting levels of stringency consistent with the needs of the nation that are the
maximum feasible, as required by EPCA, and that are as technology-forcing as
practicable, consistent with EPA’s charge to place public health and welfare above
economic concerns. [OAR-2009-0472-7050.1, p.11]

American Council for an Energy Efficient Economy

Recommendations:

Establish in the final rule that light-duty vehicle standards in subsequent rules shall be set
to achieve medium- and long-term emissions goals for the transportation sector

commensurate with the need for emissions reductions overall.

Ensure that required emissions levels are sufficiently stringent to ensure that, at a
minimum, any incremental reductions with positive net benefits are implemented.

The stringency of the proposed rule is well below the maximum cost-effective level, as
the agencies clearly demonstrate. Table IV.F.2 (p.49700) shows that the proposed
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standards would save 62 billion gallons per year, while a more stringent standard that
maximizes net benefit would save 90 billion gallons, or almost 50 percent more fuel (and
CO2 emissions). Choosing one level of standards over another that is superior on both
environmental and economic grounds is a decision that calls for a clear explanation. The
agencies’ rationale for doing so is not compelling, however.

In Section 111.D., EPA compares the manufacturers’ likely response to the proposed
standards to what would be required to achieve a 4 percent per year reduction in CO2
(slightly less stringent than the standards) and to achieve a 6 percent per year reduction
(substantially more than the standards). EPA notes that, according to its model, the
requisite application of advanced technologies to achieve 6 percent reductions would
increase fleetwide, necessitating for example an 8 percent increase in the application of
start-stop technology. Furthermore, for BMW and Daimler, for example, increases of up
to 42 percent in hybrid production could be necessary to meet the standard. (p.49557)
These observations do not support the view that a 6 percent per year rate is too ambitious.
Moreover, the concern over BMW and Daimler is reminiscent of NHTSA earlier, ill-
advised “least-capable manufacturer” approach (to nonattribute- based standards), except
that EPA has cited manufacturers less likely to elicit sympathy than those to which
NHTSA applied its approach.

EPA goes on to state that as the annual percent reduction increases from 4 to 6 percent,
“[c]ompliance costs are entering the region of non-linearity. The $73 cost savings of the 4
percent per year standards relative to the proposal represents $18 per g/mi CO2 increase.
The $493 cost increase of the 6 percent per year standards relative to the proposal
represents $25 per g/mi CO2 increase.” (p.49557) It is not clear why EPA regards this
increase in cost-per-ton as dramatic and excessive. EPA also fails to discuss whether a
CO2 reduction rate of 5 percent per year, for example, would be feasible. EPA proposes
no objective measure of what is sufficiently stringent. Indeed, NHTSA’s subsequent
discussion of the various rates of improvement the agencies considered indicates that
even a 6 percent rate of improvement is well below the optimal rate, even from a purely
economic perspective, without prioritization of environmental goals.

NHTSA presents stringency options in the form of annual percent increases in fuel
economy, with the proposed standards corresponding to a 4.3 percent per year increase.
In IV.F., NHTSA argues that 5 percent would be too aggressive, because it would
increases the per vehicle incremental cost by 30 percent while reducing fuel consumption
by only 3 percent (p. 49704). This comparison in fact provides no basis for comparison
between the proposed standard and a 5 percent annual reduction, and certainly does not
demonstrate that the higher rate of reduction is excessively costly. If several very low-
cost technologies exist to reduce fuel consumption, the next technologies on the cost
curve might cost many times more per gallon saved while still being highly cost-
effective.

The ad hoc and narrow arguments advanced by the agencies to show that standards more

stringent than those proposed would not be reasonable are for the most part
unconvincing, especially given that the proposed standards are far below the level that
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maximizes net benefits. The perilous condition of the domestic auto industry may in fact
imply that the proposed standards are the best choice for the current rulemaking.
However, the reasons for this must be clearly articulated and formulated in a way that
makes clear how “maximum feasible” levels are to be determined in the future. The
inadequate explanation for the stringency of the proposed rule could have negative
implications for subsequent rulemakings.

The governing statutes grant the agencies substantial discretion in setting stringency, and
ACEEE does not support the application of a rigid economic test to determine the
appropriate levels of the standards. However, recommending a standards even below the
maximum net benefit in economic terms calls for a special explanation. A standard that
falls below the point on the technology cost curve where marginal costs equal marginal
benefits would be widely acknowledged to fall short of the “maximum feasible” and
“economically practicable” standard required under the CAFE statute. Under the Clean
Air Act, for which economic considerations are secondary to environmental protection
needs, the appropriate standard can only be more stringent. Maximum net benefits should
therefore be considered a lower bound for stringency of the standards.

The final rule should set out the principles by which stringencies will be determined in
future rulemakings in order to ensure that standards will continue to support expeditious
reduction of fuel use and greenhouse emissions. The ability of the standards to promote
the development and deployment of new efficiency technologies is central to their role in
national climate and energy security policy, so EPA and NHTSA should make clear how
this aspect of the program will be preserved and strengthened over time.

Given that the purpose of the EPA rule is to help achieve the reductions in GHG
emissions necessary to reach sustainable atmospheric concentrations of carbon, those
emissions reduction goals should inform the setting of standards in a quantitative way.
This general approach was introduced in EPA’s GHG NPRM in 2008 and begins with
certain assumptions about the percent reduction in GHG emissions, relative to 2005
levels, required in milestone years out to 2050. A default assumption that sectors and
subsectors must reduce emissions in proportion to their contribution to total emissions is
appropriate, at least until the potential for some sectors to do more is verified.

In such an approach, aggressive measures will be needed for the transportation sector,
going well beyond the standards proposed in the rule, to achieve the sector’s share of the
necessary reductions. Therefore, ACEEE believes that GHG reduction targets should be
the principal determinant of the stringency of vehicle emissions rules in the future.

[ACEEE also submitted these comments as testimony at the New York public hearing,
See docket number EPA-HQ-OAR-2009-0472-4621, pp. 139, 144-146.]

Sierra Club

The proposed National Program combines the first national greenhouse gas standards for
vehicles under the Clean Air Act with energy saving Corporate Average Fuel Economy
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(CAFE) standards, all while ensuring the nation benefits from the precedent set by
California’s Pavley standards. The proposed National Program is expected reduce
greenhouse gas emissions by 950 million metric tons, equivalent of 205 coal plants
shutting for one year, and reduce oil consumption by 1.8 billion barrels, resulting in
consumer savings at the pump of $193 billion. These standards must ensure the nation
benefits from the precedent set by California’s Pavley standards to achieve a 30%
reduction in greenhouse gas pollution from new vehicles in 2016. A strong final rule is
needed to deliver on President Obama’s promise and to pull vehicle standards out of the
1970s and into the 21st century. [OAR-2009-0472-7278.1, p.2]

This NPRM includes many elements that are identified as transitional — as both agencies
work to create a new National Program for greenhouse gas and fuel economy standards.
While the 250 g/mi CO2e standard in the NPRM is significant, we urge that both
agencies definitively end “transitional” elements in 2016 and indicate an intent to launch
a standard setting process for 2017 and beyond that will meet the urgent need of the
United States to dramatically reduce greenhouse gas pollution and conserve oil and
[OAR-2009-0472-7278.1, p.2] meet the growing demand of American consumers for
vehicles that go farther on a gallon of gas. [OAR-2009-0472-7278.1, p.3]

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number OAR-2009-0472-6185, pp. 30-31.]]

EPA and NHTSA should clarify the approach to setting standards. As we know, the
proposed standards of 250 g/mi and 34.1 mpg are the result of an agreement; however,
future rounds of standards will likely not be bound by a similar agreement and, in fact,
both agencies should ensure that future standards maximize the application of cost-
effective technologies to vehicles and consumer savings at the pump. The Clean Air Act
is a technology forcing statute, and we urge EPA to clearly note the transitional aspect of
these standards in the final rule.

These standards will move us from one standard aimed at reducing oil consumption, to a
broader National Program that also guarantees greenhouse gas emissions reductions. The
proposed National Program sets the table for future standards that can finally break our
dependence on oil and create substantially cleaner vehicles.

California Air Resources Board

First, the Final Rule needs to maintain the proposed standards’ stringency in each model
year 2012 through 2016. It appears that a principal industry trade group has proposed
reducing the stringency of the proposed fuel economy standards for model year 2012-
1015, arguing that, as currently proposed the standards do not meet EISA’s requirement
for the standards to increase “ratably.” See Alliance of Automobile Manufacturers
(Alliance) Document ID EPA-HQ-OAR-2009-0472-6952.1. CARB strongly opposes the
Alliance proposal.
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California committed to adopt the national program for model years 2012-2016 with the
understanding that it would provide equivalent or better overall greenhouse gas
reductions nationwide than California’s own program coupled with its adopting sister
states; the Alliance proposal threatens that equation. First, the proposed fuel economy and
greenhouse gas requirements were designed to establish a national program with a
consistent and harmonized approach that would reduce greenhouse gas emissions and
improve fuel economy from light-duty vehicles. Because the Alliance is also
recommending that EPA’s GHG standards be simultaneously stepped, the greenhouse gas
reductions projected for the national program would be significantly reduced. Second, the
proposed fuel economy and greenhouse gas requirements were established after a joint
effort by both agencies to determine standards that were technically feasible and cost-
effective in the timeframe proposed. We do not believe that a case has been made to
refute the agencies’ analyses. These and other Alliance recommendations need careful
review to ensure that they do not reduce the stringency and consequent cumulative
greenhouse gas reductions California expected in committing to the National

Program. [OAR-2009-0472-7189.1, p.2]

[CARB also submitted these comments as testimony at the Los Angeles public hearing.
See docket number OAR-2009-0472-7283, pp. 21-27]

International Council on Clean Transportation

The technical analyses conducted by EPA and NHTSA are sound and demonstrate that
the proposed standards are feasible and the benefits of the rule far outweigh the costs.
The analytical framework also provides a good base for further reductions in fuel
consumption and greenhouse gas emissions beyond 2016.

US Steel Corporation

Consider the regulation targets for the year 2016 for both agencies. The target for EPA is
250 g/mile CO2 fleet average, equivalent to 35.5 mpg with allowable air conditioning
and flex fuel credits. The NHTSA combined fleet target is roughly equivalent to EPA’s
standard and requires 34.1 mpg combined fleet average, but without air conditioning
credits. Should carmakers comply with these rules, the previous goal of Congress (2007
CAFE Law previously specifying 35 mpg by 2020) will have been met four years ahead
of schedule. This acceleration places the car companies in a difficult position to satisfy
the regulations by making major technical and manufacturing decisions in order to be
compliant, some of which could have negative consequences. The National Program
similarly compresses the time frame for steel suppliers and other materials suppliers to
develop and produce those new materials, such as the required grades of advanced high-
strength steels and ultra high-strength steels, which will help build the required
improvements into cars and trucks during this period.

The overly aggressive schedule proposed by this joint NPRM may cause car companies

to select low density materials at a faster rate than would be the case if a more extended
time period were applied. The harm suffered by the steel industry, the risk to national
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energy security through acceleration in the use of high-energy materials for vehicle mass
reduction, in addition to the harm to the environment and the harm to the economy could
be accelerated by this decision. The risk of selecting high energy use and high CO2
emissions materials to adhere to the standard during the 2012-2016 time period would be
significant. Our recommendation is to consider reducing the rate of improvement to the
time frame originally defined by Congress (35 mpg by 2020) or to ensure that appropriate
credits, such as those which may be associated with low energy, low emissions materials
(such as steel) in the manufacturing of the vehicle be included in the CAFE/emissions
formulae. In this way car companies will have additional time to work with suppliers and
their own development teams to acquire the best technologies for the required
improvements in fuel economy. [OAR-2009-0472-7197.1, p.7]

University of Pennsylvania Environmental Law Project

We agree with the EPA’s response under the Proposed Rule in setting strict minimum
compliance levels for carbon dioxide (CO2) emissions. [OAR-2009-0472-7286.1, p. 11]

Sack, Emily

I urge you to find the strongest possible regulations to protect, to begin to reduce the
devastating impact that the pollution -- the pollutants have had on our air and our water
and our quality of life. [EPA-HQ-OAR-2009-0472-4621, p.157]

[See Docket Number EPA-HQ-OAR-2009-0472-4621, pp.154-157 for detailed
comments]

EPA Response:

As discussed in the proposal, section 202(a)(1) provides EPA broad discretion in setting
emissions standards for new motor vehicles. 74 FR 49454, 49464-5 (September 28,
2009).

Section 202 (a) (1) of the Clean Air Act (CAA) states that “the Administrator shall by
regulation prescribe (and from time to time revise)...standards applicable to the emission
of any air pollutant from any class or classes of new motor vehicles ..., which in his
judgment cause, or contribute to, air pollution which may reasonably be anticipated to
endanger public health or welfare.” If EPA makes the appropriate endangerment and
cause or contribute findings, then section 202(a) authorizes EPA to issue standards
applicable to emissions of those pollutants.

Any standards under CAA section 202(a)(1) “shall be applicable to such vehicles ... for
their useful life.” Emission standards set by the EPA under CAA section 202(a)(1) are
technology-based, as the levels chosen must be premised on a finding of technological
feasibility. Thus, standards promulgated under CAA section 202(a) are to take effect
only “after providing such period as the Administrator finds necessary to permit the
development and application of the requisite technology, giving appropriate consideration

3-60



EPA CO, Standards

to the cost of compliance within such period” (section 202 (a)(2); see also NRDC v. EPA,
655 F. 2d 318, 322 (D.C. Cir. 1981)). EPA is afforded considerable discretion under
section 202(a) when assessing issues of technical feasibility and availability of lead time
to implement new technology. Such determinations are “subject to the restraints of
reasonableness”, which “does not open the door to “crystal ball” inquiry.” NRDC, 655 F.
2d at 328, quoting International Harvester Co. v. Ruckelshaus, 478 F. 2d 615, 629 (D.C.
Cir. 1973). Also see NRDC, 655 F. 2d at 333-34. In developing such technology-based
standards, EPA has the discretion to consider different standards for appropriate
groupings of vehicles (“class or classes of new motor vehicles™), or a single standard for
a larger grouping of motor vehicles (NRDC, 655 F. 2d at 338).

Although standards under CAA section 202(a)(1) are technology-based, they are not
based exclusively on technological capability. EPA has the discretion to consider and
weigh various factors along with technological feasibility, such as the cost of compliance
(see section 202(a) (2)), lead time necessary for compliance (section 202(a)(2)), safety
(see NRDC, 655 F. 2d at 336 n. 31) and other impacts on consumers, and energy impacts
associated with use of the technology. See George E. Warren Corp. v. EPA, 159 F.3d
616, 623-624 (D.C. Cir. 1998) (ordinarily permissible for EPA to consider factors not
specifically enumerated in the Act). See also Entergy Corp. v. Riverkeeper, Inc., 129
S.Ct. 1498, 1508-09 (2009) (congressional silence did not bar EPA from employing cost-
benefit analysis under Clean Water Act absent some other clear indication that such
analysis was prohibited; rather, silence indicated discretion to use or not use such an
approach as the agency deems appropriate).

In addition, EPA has clear authority to set standards under CAA section 202(a) that are
technology forcing when EPA considers that to be appropriate, but is not required to do
so (as compared to standards set under provisions such as section 202(a)(3) and section
213(a)(3)). EPA has interpreted a similar statutory provision, CAA section 231, as
follows:

While the statutory language of section 231 is not identical to other provisions in
title 11 of the CAA that direct EPA to establish technology-based standards for
various types of engines, EPA interprets its authority under section 231 to be
somewhat similar to those provisions that require us to identify a reasonable
balance of specified emissions reduction, cost, safety, noise, and other factors.
See, e.g., Husgvarna AB v. EPA, 254 F.3d 195 (DC Cir. 2001) (upholding EPA’s
promulgation of technology-based standards for small non-road engines under
section 213(a)(3) of the CAA). However, EPA is not compelled under section 231
to obtain the ““‘greatest degree of emission reduction achievable’’ as per sections
213 and 202 of the CAA, and so EPA does not interpret the Act as requiring the
agency to give subordinate status to factors such as cost, safety, and noise in
determining what standards are reasonable for aircraft engines. Rather, EPA has
greater flexibility under section 231 in determining what standard is most
reasonable for aircraft engines, and is not required to achieve a *‘technology
forcing’” result.?

2 70 FR 69664, 69676, November 17, 2005.
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This interpretation was upheld as reasonable in NACAA v. EPA, (489 F.3d 1221, 1230
(D.C. Cir. 2007)). CAA section 202(a) does not specify the degree of weight to apply to
each factor, and EPA accordingly has discretion in choosing an appropriate balance
among factors. See Sierra Club v. EPA, 325 F.3d 374, 378 (D.C. Cir. 2003) (even where
a provision is technology-forcing, the provision “does not resolve how the Administrator
should weigh all [the statutory] factors in the process of finding the 'greatest emission
reduction achievable’”). Also see Husqvarna AB v. EPA, 254 F. 3d 195, 200 (D.C. Cir.
2001) (great discretion to balance statutory factors in considering level of technology-
based standard, and statutory requirement “to [give appropriate] consideration to the cost
of applying ... technology” does not mandate a specific method of cost analysis); see also
Hercules Inc. v. EPA, 598 F. 2d 91, 106 (D.C. Cir. 1978) (“In reviewing a numerical
standard we must ask whether the agency’s numbers are within a zone of reasonableness,
not whether its numbers are precisely right”); Permian Basin Area Rate Cases, 390 U.S.
747, 797 (1968) (same); Federal Power Commission v. Conway Corp., 426 U.S. 271, 278
(1976) (same); Exxon Mobil Gas Marketing Co. v. FERC, 297 F. 3d 1071, 1084 (D.C.
Cir. 2002) (same).

As described above, EPA has broad discretion in determining the appropriate standards to
adopt under section 202(a)(1), based on a reasonable consideration and balancing of
various factors relevant under that provision. As discussed in the preamble, including
section 111.D., EPA did consider and balance all of the factors discussed by commenters —
the GHG reductions achieved by the various proposed and alternative standards, the
technology to achieve such standards, lead time, cost of achieving the standards, as well
as other factors such as safety impacts. EPA explained that the final standards will
achieve very large and significant reductions in GHGs, as well as very significant fuel
savings. EPA identified a technology pathway by which manufacturers could achieve
these reductions, modeling in detail each manufacturer's fleet of cars and trucks. The
technology pathway calls for the widespread introduction across the fleet of several
different kinds of technology that are currently available but with much more limited
usage, as well as an expectation of a limited use of some more costly technology, such as
HEVs. For the near term model years at issue in this rulemaking, EPA expects that there
will only be a very limited use of advanced technologies such as EVs and PHEVs. EPA
evaluated the cost of this spread in technology and found it reasonable both from the
perspective of costs per vehicle as well as the total benefits of the rule far outweighing
the total costs. Lead time is a critical consideration and EPA determined that there is
adequate lead time to employ the financial, engineering, and other resources needed to
achieve the standards, recognizing that a significant portion of these human and capital
resources would need to be expended during the next few years. Lead time is somewhat
constrained for these model years, as it is now 2010 and MY 2012 is only a number of
months away. The farthest model year, 2016, also is not many years from now, given the
time needed for redesigning cars and trucks for new production. EPA also took into
account that the automobile manufacturing industry has been and continues to face
serious economic and other constraints, stemming from the recent economic problems in
the U.S. and around the world. This is an important context to EPA’s evaluations of cost
and lead time considerations.
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The final standards will achieve very significant reductions in GHG emissions and fuel
savings, the technology to achieve these reductions is identified and commercially
available, and the costs are reasonable. EPA also recognizes that the standards will be
difficult for the manufacturers to achieve and present major hurdles for them to
overcome. While the technology is generally well understood and can be implemented
over these model years, the lead time to do so is relatively short and the capital and
human resources that must be employed are large, especially in the next few years, and
must occur in the context of current serious economic strain on this industry.
Considering all of these factors, EPA determined that the final standards are a reasonable
and appropriate balance of the relevant factors under section 202(a)(1).

US Steel commented that the rate of improvement associated with the final standards
could force the use of low density, high energy (required for production) materials before
the steel industry had time to ramp up the production capacity of high strength, low
energy (required in production) steel. We do not agree that the rate at which the final
standards require improvement will result in the permanent reduction in the use of high
strength steel. First, the overall weight reduction projected for the final standards is only
4%. As discussed in the Joint TSD, several manufacturers have already announced plans
to achieve weight reductions approaching this level. Second, several manufacturers
already utilize high strength steel components, indicating some production capacity and
general engineering awareness of its benefits. Third, given this awareness, we do not
believe that it is likely that manufacturers would lock themselves into vehicle designs
which precluded future use of the benefits of high strength steel, even if they should
decide to use another material in the very near term due to capacity constraints.

US Steel specifically suggested that we slow the rate of improvement in the fuel economy
and CO2 standards to that described in EISA. Again, we do not agree that this would be
acceptable. First, the 35 mpg fleet-wide fuel economy mentioned in EISA is a minimum
requirement, not a mandated target. Second, with the exception of several smaller
manufacturers, the final standards are not projected to require the substantial use of
hybrid or diesel technology. To promulgate more relaxed standards would reduce the use
of much more conventional technology. If manufacturers are concerned about supply of
high strength steel, which is US Steel’s main concern, we believe that manufacturers
have several options available to compensate, one being increased use of hybrid and
diesel technology in market segments where they have experience with these
technologies and where consumer acceptance has been demonstrated.

EPA also considered standards that were less stringent and more stringent than those
adopted. EPA took a similar approach in evaluating these alternative standards. EPA
considered and balanced all of the statutorily relevant factors, comparing and contrasting
these to the final standards. For example, EPA rejected an alternative of more stringent
standards that would achieve an average 6% per year increase. EPA’s rejection of the 6%
alternative was based largely on concerns over the adequacy of the lead time in a context
of a significant increase in technology and costs, and a significant increase in the risk of
non-compliance by manufacturers. These real world concerns indicate that the 6% per
year alternative is not an appropriate standard for the MY 2012-2016 time frame, even
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though it would by definition achieve greater GHG reductions and fuel savings than the
final standards.

With respect to the 6 percent per year standards, the levels of requisite control technology
increased substantially relative to those under the final standards, as would be expected.
Industry-wide, the largest increase was a 25 percent increase in the application of start-
stop technology and 13-17 percent increases in the use of gasoline direct injection
engines, turbo charging and dual clutch transmissions. Our projections for BMW,
Porsche, Tata and VVolkswagen continue to show they are unable to comply with the CO,
standards in 2016, so our projections for these manufacturers do not differ relative to the
final standards, though the amount of short-fall for each firm increases significantly, by
an additional 20 g/mi CO, per firm. However, Ford and Mitsubishi join this list. Five
manufacturers are projected to need to increase their use of start-stop technology by at
least 30 percent.

The 6% per year alternative represents a significant fleetwide increase in both the
technology required and the overall costs compared to the final standards. In absolute
percent increases in the technology penetration, compared to the final standards the 6%
per year alternative requires for the industry as a whole: an 18% increase in GDI fuel
systems, an 11% increase in turbo-downsize systems, a 6% increase in dual-clutch
automated manual transmissions (DCT), and a 9% increase in start-stop systems. For a
number of manufacturers the expected increase in technology is greater, as noted in the
paragraph above. For the industry as a whole, the per-vehicle cost increase for the 6%
per year alternative is nearly $500 greater than the per vehicle cost of the final standard.
On average this is a 50% increase in costs compared to the final standards. At the same
time, CO, emissions would be reduced by about 8%, compared to the 250 g/mi target
level. These incremental costs are out of proportion to those of the final standards.

As noted in the preamble and earlier in this response, EPA’s OMEGA model predicts that
for model year 2016, Ford, Mitsubishi, Mercedes, BMW, Volkswagen, Jaguar-Landover,
and Porsche do not meet their target under the 6 percent per year scenario. In addition,
Chrysler, General Motors, Suzuki and Nissan all are within 2 grams/mi CO, of
maximizing the applicable technology allowed under EPA’s OMEGA model — that is,
these companies have almost no head-room for compliance. In total, these 11 companies
represent more than 58 percent of total 2016 projected U.S. light-duty vehicle sales. This
provides a strong indication that the 6 percent per year standard is much more stringent
than the final standards, and presents a significant risk of non-compliance for many firms,
including four of the seven largest firms by U.S. sales.

These technology and cost increases are significant, given the amount of lead-time
between now and model years 2012-2016. In order to achieve the levels of technology
penetration for the final standards, the industry needs to invest significant capital and
product development resources right away, in particular for the 2012 and 2013 model
year, which is only 2-3 years from now. For the 2014-2016 MY time frames, significant
product development and capital investments will need to occur over the next 2-3 years in
order to be ready for launching these new products for those model years. Thus, a major

3-64



EPA CO, Standards

part of the required capital and resource investment will need to occur now and over the
next few years, under the final standards. EPA believes that the final rule (a target of 250
gram/mile in MY 2016) already requires significant investment and product development
costs for the industry, focused on the next few years.

It is important to note, as discussed in the preamble, as well as in the Joint Technical
Support Document and the EPA Regulatory Impact Analysis document, the average
model year 2016 per-vehicle cost increase of roughly $950 includes an estimate of both
the increase in capital investments by the auto companies and the suppliers as well as the
increase in product development costs. These costs can be significant, especially as they
must occur over the next 2-3 years. Both the domestic and transplant auto firms, as well
as the domestic and world-wide automotive supplier base, is experiencing one of the most
difficult markets in the U.S. and internationally that has been seen in the past 30 years.
One major impact of the global downturn in the automotive industry and certainly in the
U.S. is the significant reduction in product development engineers and staffs, as well as a
tightening of the credit markets which allow auto firms and suppliers to make the near-
term capital investments necessary to bring new technology into production. The 6% per
year alternative standard would impose significantly increased pressure on capital and
other resources, indicating that it is too stringent for this time frame, given both the
relatively limited amount of lead-time between now and model years 2012-2016, the
need for much of these resources over the next few years, as well as the current financial
and related circumstances of the automotive industry. EPA is not concluding that the 6%
per year alternative standards are technologically infeasible, but EPA believes such
standards for this time frame would be overly stringent given the significant strain it
would place on the resources of the industry under current conditions. EPA believes this
degree of stringency is not warranted at this time. Therefore, EPA does not believe the
6% per year alternative would be an appropriate balance of various relevant factors for
model years 2012-1016.

There is particular sensitivity to predicating these standards on more aggressive
penetration of strong hybrid technologies. The more stringent alternatives are all
projected to necessitate more extensive use of hybrid technologies. Several hybrid
technologies have already been commercially demonstrated and their use could clearly be
expanded. (Several manufacturers may even require extensive use of hybrid technology
to meet the final standards due to certain characteristics of their vehicles which lead to
unusually high fuel consumption and CO2 emissions.) However, while a couple of
manufacturers have extensive experience with high volume hybrid production and use in
smaller cars, some large volume manufacturers have minimal experience. No
manufacturer has extensive experience across all of the market segments believed to be
suitable for hybridization. Current world-wide production capacity for hybrid
components is relatively small. Thus, the application of hybrid technology to a
significant fraction of U.S. sales in the 2012-2016 time frame would require extensive
new resources at every level: design, component production, vehicle integration, and
vehicle production. In addition, since the electric components and batteries in a fully
optimized hybrid design (capable of achieving the CO2 emission reductions projected in
the Joint TSD) usually require significant changes to the vehicle design, hybrids will
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likely require separate safety assessments, increasing the need for engineering and testing
resources during a time of economic challenge.

Moreover, one of the key components of the hybrid technology is the battery or other
type of device to store energy and battery technology is developing rapidly. Establishing
MY 2012-2016 standards which necessitate extensive use of hybrid technology each
model year would 1) require dramatic capital investment in plants needed to produce the
hybrid components, and 2) would commit manufacturers to large investments in specific
battery technologies which may not be the technology of choice in just a few years. We
believe that it is much more prudent to give this particular technology a few more years
of development before basing standards on its widespread use. We believe that the final
standards are sufficiently stringent that hybrid technology will still be used on significant
numbers of vehicles and encourage the continued development of this technology.

All of these factors apply even more strongly to the more advanced plug-in hybrid and
fully electric vehicle technologies. These vehicles require much larger battery capacity
and are much more likely to require use of the new lithium-based materials. Significant
application of these two technologies would not only require substantial increases in
lithium battery production, but would require entirely new mining production capacity as
well.

In short, EPA believes that it has made an informed and reasoned choice in rejecting the
6% alternative, and does not accept the commenter’s characterization that the basis for
the choice is unsubstantiated or otherwise arbitrary.

Certain commenters rejected EPA’s approach to considering and balancing the relevant
factors under section 202(a)(1). They argued that this approach was ad hoc and narrow,
and that EPA should announce and apply a different approach to standard setting for this
rulemaking. In their view, EPA should first determine a specific goal of GHG
reductions and oil savings, based on an assessment of national needs, and then apply
considerations of technological feasibility and cost, in order to be as technology forcing
as possible or practicable. One suggestion was to have a quantitative goal — identify the
country's goal for reducing GHGs and then assign a proportionate share to the
transportation sector as a default position. Commenters also suggested that EPA should
assign more priority to achieving an environmental goal and thereby prioritizing public
health and welfare, placing that above economic or other considerations. Commenters
suggested this was required under both “the agency’s ... responsibility to set protective
standards consistent with its statutory mandate” (Public Citizen) and with the CAA’s
mandate to “be as technology-forcing as possible” (Public Citizen; see also Sierra Club).
Other commenters suggested that the decision making criteria should call for a standard
no less stringent than one that maximizes net benefits, or that this should be a presumed
minimum.

The comments appear to mischaracterize CAA section 202 (a) (1), and the discretion

Congress provided to EPA under that provision. Commenters appear to read this
provision as a mandate from Congress that EPA place the greatest emphasis on achieving
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a desired environmental goal, with secondary emphasis on other factors such as economic
considerations or considerations of lead time and technological feasibility. However,
Congress clearly provided very broad discretion to EPA and did not direct its discretion
in the ways suggested. For example, section 202(a) is not a provision where reducing
risk is the only or the highest priority assigned by Congress. Compare, e.g., CAA
sections 109(b) and 112(f)(2). It is also not a provision where Congress mandated a
certain minimum degree of technology or emissions reduction. See CAA section
112(d)(3). Itis not a provision where Congress directed EPA to be technology forcing
and achieve the greatest achievable reductions from technology that will be available in
the future. See CAA sections 202(a)(3) and 213(a)(3). Instead, Congress referred to
consideration of available technology, its effectiveness and cost, the lead time necessary
for compliance. See generally 74 FR at 49464-65. Although section 202 (a) (1)
standards may be technology-forcing, they are not required to be. 74 FR at 49464-65.

As discussed above with respect to section 231(a), CAA section 202(a)(1) does not
specify the degree of weight to apply to each factor, and EPA accordingly has discretion
in choosing an appropriate balance among the relevant factors. Thus EPA rejects that the
approach taken in this rule of considering and balancing the various relevant factors is
inconsistent with the discretion provided by Congress under CAA section 202(a)(1).

EPA also disagrees that a more determinative or approach to standard setting or more
specific or objective decision making criteria are either required or called for in this
rulemaking. For example, EPA does not believe it is appropriate for this rulemaking to
try and determine a free standing national goal for reducing GHGs and saving oil, and
either assigning a specific share to these light-duty sources or using the goal as a measure
of some sorts for standard setting. In the relatively short timeframe for this rulemaking, it
would be unrealistic to try and develop such a goal, given the great complexity and
national input that this would involve. In addition, it is not at all clear that for this
specific rulemaking that such a goal would be of any more use than a more general and
qualitative goal of achieving significant reductions, given the recognized need for
significant reductions and taking into account the limited scope of the near-term model
years covered by this rulemaking. In the context of this short term rulemaking, covering
just the next handful of model years, with limited lead time to implement changes in
technology, EPA does not believe that a more specific and quantitative goal of longer
term GHG reductions for the nation and this sector would provide any better guidance to
the agency than the more qualitative but no less important goal EPA has employed -
achieving significant reductions by moving the industry to the point where available near-
term technology is broadly employed across the fleet, over the next few model years,
taking into consideration the lead time needs of the industry and other factors.

EPA also disagrees that this amounts to a failure to place the proper priority on achieving
the health and welfare protection called for by the CAA. CAA Section 202(a)(1)
provides the guide to Congress’ intent on this issue, and EPA has employed the broad
discretion provided by that provision to aim for and achieve very significant reductions in
GHGs, after taking careful consideration of the factors relevant under that provision, as
described above. This approach is fully consistent with CAA section 202(a)(1), and
EPA’s consideration and balancing of the factors in this rulemaking gives full
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consideration of the need to achieve significant GHG reductions to help reduce the risk to
public health and welfare from global climate change.

EPA also disagrees that it should use specific criteria for considering cost, using the
maximization of net benefits as a minimum. As explained above and in the preamble,
EPA has very good reasons for rejecting the 6% alternative, and that alternative is still
significantly below the level that NHTSA has estimated would maximize net benefits.
The alternative standards evaluated by NHTSA as providing the maximum net benefits
(given all of the market, technological, economic, and other inputs to the agencies’
analyses) are even more stringent and less supportable than the 6% alternative rejected by
EPA. While the relationship of marginal costs to marginal benefits is certainly a factor
for EPA to consider, and EPA has considered it, the currently-estimated relationship of
marginal costs to benefits does not, by itself, adequately determine the appropriate
balance of the several factors EPA must consider, such as consideration of lead time,
overall cost, and technological feasibility. It also assumes that all costs and befits have
been fully and accurately identified, and that is certainly not the case. Even so, per
NHTSA'’s analysis of this scenario, the incremental cost of the maximum net benefit
scenario exceeds that of the final standards by $700 per car for only a 2.5 mpg
improvement and $1100 per truck for a two mpg improvement. These incremental costs
are far out of proportion to those of the final standards. Numerous manufacturers were
projected to be required to exceed the 15% cap on hybridization, particularly for their
truck lines. EPA believes it is better in this rulemaking to consider this factor as one of
several factors, but not to consider it as a single or predominant criterion for setting the
standards in this rulemaking under CAA section 202(a)(1).

As discussed above, EPA is not required under CAA section 202(a)(1) to set standards
that are technology forcing, as under CAA section 202(a)(3) or section 213(a)(3).
However, the final standards are readily justifiable under CAA provisions which are
technology-forcing (allowing considerations of future advances in emission control
capability as well as those already in existence and application). Neither CAA section
202 (a) (1) nor provisions which are explicitly technology-forcing (e.g. section CAA 202
(a)(3) requiring “the greatest degree of emission reduction achievable”) specify the
weight to accord each relevant decision factor, leaving EPA with great discretion in
determining an appropriate balance. See Sierra Club v. EPA, 325 F. 3d 374, 378 (D.C.
Cir. 2003). And although the commenters are correct that the statute’s environmental
goals are a dominant consideration in weighing the relevant factors, Husqvarna AB v.
EPA, 254 F. 3d 195, 200 (D.C. Cir. 2001), EPA retains great discretion to weigh the
relevant factors so long as its resolution is within a zone of reasonable values. See, e.g.
Hercules Inc. v. EPA, 598 F. 2d 91, 106 (D.C. Cir. 1978). As discussed in detail in
section I11.D. of the preamble to the final rule (and in particular, in sections I11.D.6 and
7), the final standards are projected to require very significant penetration of technologies
throughout the fleet and already raise challenging issues of sufficient lead time at the
selected level of stringency. As further discussed in the preamble and in later responses
in this comment response section, EPA reasonably considers more stringent standards to
be inappropriate
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Several commenters were also concerned that the approach taken in this rulemaking
would limit EPA’s discretion in future rulemakings for this or other sectors, and
recommended that EPA announce its approach for future rulemakings. As described
above, EPA does not believe it is appropriate to identify a more precise or quantitative
approach to standard setting for this rulemaking. These same reasons lead EPA to not
announce such an approach for a future rulemaking concerning later light-duty model
years. The discussion above and in the preamble makes it clear that the specific facts
before the agency are critical in determining the appropriate balance of the relevant
factors. It is useful to preserve the discretion to address the issues that must be
considered in standard setting under section 202(a)(1) without a predetermined approach.
That preserves EPA’s discretion to take into account the detailed circumstances before it.
For example, if longer lead time is involved in a future rulemaking this could lead to
consideration of greater changes in technology, leading to greater reductions. Section 201
(@) (1) provides EPA great flexibility to tailor standards to circumstances, and EPA sees
no advantage in a priori limiting that desirable degree of regulatory discretion.

Several commenters suggest that the proposed standards were insufficiently stringent due
to the public's demonstrated shift towards smaller vehicles and away from trucks.
However, as fuel prices have stabilized at levels below $3 per gallon, truck sales have
rebounded to some extent and sales of hybrids have fallen as a percentage of overall sales
from their highs in 2008. Thus, it is not prudent to base long term purchasing trends on
potentially short term market perturbations. See 74 FR at 14317-318 (March 30, 2009)
(inappropriate to estimate future price of petroleum based on then-current high market
fluctuations). We believe that the technology needed to meet the final standards will
provide fuel savings which more than pay for itself over the life of the vehicle under
essentially any realistic future fuel price scenario. Again, we also believe that the
technological improvements which will occur over the 2012-2016 time period will
provide a solid foundation for further improvements in the future.

One commenter suggested that standards which reflected 5% per year reductions in CO2
emissions should have been analyzed and potentially selected. Of course, numerous
additional alternative standards can be identified in addition to those analyzed. We
believe that standards beyond those being promulgated would have pushed most
manufacturers to greater hybrid use. For example, per NHTSA’s analysis of this
scenario, the incremental cost of the 5% per year reduction scenario exceeds that of the
final standards by $200 per car for only a 1.1 mpg improvement and $400 per truck for a
0.8 mpg improvement. These incremental costs are much greater than those of the final
standards. From this NHTSA analysis, it appears that the standards being promulgated in
this rule require the use of nearly all of the non-hybrid and non-diesel technology
projected to be available in this timeframe for many of the large volume manufacturers.
While hybrid and diesel technologies are technically feasible and have been
commercialized in several applications, the investment costs for these technologies far
exceeds those of the other technologies. The technology projected to be required to
enable compliance with the final standards already requires significant new investment
for dual clutch transmissions and start stop systems. Given the current economic climate,
we are concerned that manufacturers and major suppliers may not have sufficient capital
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to build the capacity for large volumes of electric motors, batteries, transmission control
systems, diesel engines, nor the engineering resources to begin designing these systems
essentially immediately. We believe that the substantive addition of these major
technologies is best left to the post-2016 time period.

We appreciate the comments mentioning concern about the need to make near term
decisions about the use of weight saving materials. However, the projected reductions in
vehicle mass projected for the final standards are relatively small (e.g., 4% on average,
although some vehicles are projected to apply more mass reduction and some less).
While manufacturers are free to choose from a variety of technology with which to meet
the final standards, we believe that such weight reductions can be achieved by choosing
methods which will prove to be beneficial beyond 2016.

3.3.1 2016 Standard and selection of proposed standards versus 4% per year and
6% per year alternative standards

Organization:  Center for Biological Diversity
Toyota Motor North America
New York State Department of Transportation (NYSDOT)
Consumer Federation of America

Comment:
Center for Biological Diversity

I11. The Proposed Rule Sets Impermissibly Low Mileage and GHG Emission Standards
By Arbitrarily and Capriciously Undervaluing the Benefits and Overvaluing the Costs of
More Stringent Standards and Failing to Adhere to the Overriding Goal of Conserving
Energy

When Congress enacted EPCA, it specified its goals: to decrease the nation’s dependence
on foreign oil imports, to enhance national security and to achieve the efficient utilization
of scarce resources. Center for Biological Diversity, 508 F.3d at 514. To achieve these
goals, EPCA expressly demands that NHTSA set the maximum feasible fuel economy
standards. 49 U.S.C. § 32902(a). In doing so, NHTSA must weigh four factors:
technological feasibility, economic practicability, the effect of other motor vehicle
standards on fuel economy, and the need of the United States to conserve energy. 49
U.S.C. § 32902(f). In balancing these factors, NHTSA “cannot set fuel economy
standards that are contrary to Congress’s purpose in enacting the EPCA — energy
conservation,” it cannot act arbitrarily and capriciously; it cannot advance conclusions
unsupported by the evidence; if it conducts cost-benefit analyses, it may not assign values
of zero to benefits that can be ascertained within a range; and it cannot bias its cost-
benefit analysis. Center for Biological Diversity, 508 F.3d at 531, 534. As set forth
above, Section 202(a) of the Clean Air Act requires a similar analysis, setting control
standards no later than the availability of control technology allows, while giving
appropriate consideration to compliance costs. The Proposed Rule fails to meet the
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requirements of the law because none of the relevant factors support its conclusions.
[OAR-2009-0472-7265.1, p. 5]

A. Technological Feasibility Supports More Stringent Standards

The Proposed Rule admits that “all” of the technology to improve fuel efficiency is
commercially available today:

NHTSA’s and EPA’s technology assessment indicates there is a wide range of
technologies available for manufacturers to consider in upgrading vehicles to reduce
GHG emissions and improve fuel economy . . . All of these technologies are already
available today, and EPA’s and NHTSA’s assessment is that manufacturers would be
able to meet the proposed standards through more widespread use of these technologies
across the fleet. 74 Fed. Reg. 49470 (emphasis added).

This is a stunning conclusion, as it means that if deployed, technology already in use
today could allow the U.S. light-duty vehicle fleet to meet the Agencies’ 2016 mileage
standard of 34.1 miles per gallon and greenhouse gas emission standards of 250 grams
per mile in 2009, seven years earlier than here projected. Plainly, one of the four factors
NHTSA must consider — technological feasibility — points in only one direction: much
more stringent standards. Indeed, the Agencies could not defend any claim that
technological constraints prevent the achievement of much higher standards. This is so
because the average fuel economy of the vehicle fleets presently on the roads in the
European Union (at 41.8 mpg in 2008) and Japan (at 40.6 in 2007) already far exceed the
standards the Agencies are proposing for 2016.6 China’s fleet, at 32.9 mpg in 2008, and
South Korea’s, at 31.0 mpg in 2008, are currently not far behind the U.S. proposal for
2016. The following graph quickly illustrates the point: [See OAR-2009-0472-7265.1, p.
7 for the graph] [OAR-2009-0472-7265.1, pp. 5-7] [See OAR-2009-0472-7265.1, pp. 5-
8 for a detailed discussion of technological feasibility.]

D. The Need of the United States to Conserve Energy Supports More Stringent Standards

It should go without saying that the last of the factors to be considered under EPCA, the
United States’ need to conserve energy, supports setting more stringent mileage and
tailpipe GHG emission standards. “Motor vehicles are the second largest greenhouse gas-
emitting sector in the U.S., after electricity generation, and accounted for 24 percent of
total U.S. GHG emissions in 2006.” Proposed Rule, 74 Fed. Reg. 49632. The light duty
vehicles that are the subject of this rulemaking account for fully 40% of all U.S. oil
consumption. 1d., 74 Fed. Reg. 49459. Increasing mileage standards for this vehicle fleet
is the single most effective and quickest available step the U.S. can take to conserve
energy and to reduce the U.S. dependence on foreign oil, and also has an immediate and
highly significant effect on total U.S. GHG emissions. Indeed, it would be difficult to
overemphasize the critical impact on vital national interests that could be achieved if the
Proposed Rule would simply set its 2016 standards at the fuel efficiency and GHG
emission reduction levels the European Union or Japan implement today.[OAR-2009-
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0472-7265.1, pp. 19-20] [See OAR-2009-0472-7265.1, pp. 20-25 for an extensive
discussion of this issue.]

Toyota Motor North America

In general, the overall level of the standards in 2016 model year is consistent with
Toyota's expectation, the agreements signed last May, and the joint Notice of Intent
(NOI) published last spring. Additional comments and responses to specific questions
posed by the agencies are covered below. Where appropriate, we have identified to which
agency's portion of the joint proposal our comments are directed. [OAR-2009-0472-7291,

p.6]

In general, the proposed standards in 2016 model year (a new vehicle fleet-wide level of
250 grams of C02 per mile - equivalent to 35.5 mile per gallon) are consistent with
Toyota's expectation, the agreements signed last May, and the joint Notice of Intent
(NOI) published last spring. While meeting these levels will be a serious challenge for
our engineers and product planners, we remain committed to the agreement and will
make every effort to meet the challenge. [OAR-2009-0472-7291, p.7]

New York State Department of Transportation

The baseline condition used in the analysis of alternatives for the previous CAFE
proposals was based on manufacturers' confidential plans for each model year, whereas
the baseline in this proposal is based on each manufacturer's actual MY 2008 fleet. We
agree that this approach will result in more complete market data and is more transparent
than relying on manufacturers' confidential plans. It is also illustrative. While the results
vary somewhat among manufacturers, the current MY 2011 baseline fuel economy is
slightly better than the baseline fuel economy that was assumed in the MY 2011 final
rule. This fact indicates that the auto industry as a whole is capable of achieving progress
in improving fuel economy more rapidly than the rate that would be required by the
proposed rule. [OAR-2009-0472-7531.1, p.2]

Since the actual MY 2011 baseline is more fuel efficient than the previously assumed
baseline, it is difficult to understand why the fuel economy projections for many of the
alternatives that were considered in developing this proposed rule are less stringent than
similar alternatives that were evaluated in the development of the MY 2011-2015
standards. For example, the ‘"Total Costs = Total Benefits (TCTB)' alternative that was
evaluated in the previous CAFE proposal was projected to result in a required fuel
economy of 43.3 mpg for MY 2015 passenger vehicles and 33.1 mpg for MY 2015 light
trucks. Conversely, the TCTB alternative in today's proposal is projected to only achieve
40.8 mpg for MY 2015 passenger vehicles and 30.9 mpg for MY 2015 light trucks. We
request that NHTSA and EPA provide an explanation as to why this 'backsliding’ of the
effectiveness of similar alternatives has occurred between the 2008 and 2009 proposals.
[OAR-2009-0472-7531.1, p.2]

Consumer Federation of America
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[These comments were submitted as testimony at the Detroit public hearing. See docket
number OAR-2009-0472-6185, pp. 106-107.]

In particular, EPA and NHTSA should balance the three goals in the underlying statutes

of technical feasibility, economic practicability, and the need to conserve energy, and the
statutes really are in agreement here, by setting the standard at the mid point of the range
between maximum economic benefit and maximum practicable environmental benefit.

EPA Response:

The Center for Biological Diversity states that the agencies arbitrarily “do not analyze the
costs and benefits of requiring manufacturers to abandon the [5-year] redesign cycle in
favor of much quicker and more nimble technology implementation” (comment p. 14).
They argue further that “strict adherence to this [5-year] cycle is baked into each analysis
the Agencies present”, and that this analysis is therefore arbitrary.

The Center’s reference to “much quicker and more nimble technology implementation”
glosses over many critical considerations. Manufacturers adding substantial amounts of
new technology to an existing vehicle would need to go through a redesign of that
vehicle, in the sense that all of the steps undertaken during the standard redesign cycle
would be needed to be undertaken earlier. For example, manufacturers would have to
assure that the new technology features are properly calibrated with other vehicle
systems, that all safety standards are satisfied, that emission standards can be met, etc.
Vehicle platforms may need to be modified, as well. The upshot is that manufacturers
cannot bypass a redesign process as the Center assumes. They essentially have to
redesign in a more rapid timeframe — i.e. to accelerate the redesign cycle process.

This is not a mere semantic distinction. As just explained, all of the collateral design
steps that go with redesign would need to be undertaken. The next paragraph notes the
resource implications involved in doing so. Manufacturers could avoid the most drastic
of these implications by adding less technology, but this would defeat the purpose of the
rule to force more widespread penetration of the more significant GHG control
technologies and not to forego ultimate feasible and cost-effective emission reductions in
favor of quicker implementation of less technology. (EPA already assumes that the most
easily applied technology can be applied in the 2012 MY to all vehicles.)

If full scale redesigns are attempted earlier, then manufacturers would have to ramp up
resources drastically in order to do so. As a simple example, if a redesign cycle is
shortened from five years to four, 25% more engineers would be required. Furthermore,
redesigns require a significant outlay of capital from the manufacturer. This includes
research and development, material and equipment purchasing, overhead, benefits, etc.
These costs are significant and are included in the cost estimates for the technologies in
this rule. Because of the manpower and financial capital constraints, it would only be
possible to redesign all the vehicles across a manufacturer’s line simultaneously if the
manufacturer has access to tremendous amounts of ready capital and an unrealistically
large engineering staff. However no major automotive firm in the world has the
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capability to undertake such an effort, and it is unlikely that the supplier basis could
support such an effort if it was required by all major automotive firms. The commenter
provides no information to challenge this conclusion.® Even if this unlikely condition
were possible, the large engineering staff would then have to be downsized once the
entire fleet had been redesigned at this faster pace. The overall effect would be to
significantly increase the cost of the vehicles.

Moreover, there is much evidence to indicate that the average redesign cycle in the
industry is about 5 years.* There are some manufacturers who have longer cycles, and
there are others who have shorter cycles for some of their products. EPA believes that
there are no full line manufacturers who can maintain significant redesigns of vehicles
(with relative large sales) in 1 or 2 years, and CBD has provided no evidence indicating
this is technically feasible.

Accordingly, the agencies have not provided quantified estimates of the costs of massive,
industry-wide acceleration of the redesign process but note that such an undertaking
raises the most basic issues of feasibility coupled with enormous increase in costs.

The Center also comments that because the standards are based on performance of
technology already in existence, this indicates that much more stringent standards should
be adopted, and even that the MY 2016 standards are immediately feasible. The Center
also points to fuel economy standards of other industrialized nations as support for its
proposition that much more stringent standards should be adopted.

As explained in section I11.D. 7 of the preamble to the final rule, existence of technology
cannot be equated with its fleet-wide application. Significant issues of lead time exist to
allow the large-scale penetration of technology throughout the fleet to meet the final
standards, much less more stringent alternatives. Among the critical issues (largely
ignored by the commenter) are the availability of sufficient capital and technical
personnel. In addition, it takes several years to redesign a vehicle, and several more to
design an entirely new vehicle not based on an existing platform. Thus, redesign cycles
are an inextricable component of adequate lead time under the Act. Other lead time and
cost issues are raised as well, such as the issue of stranded capital both for the original
equipment manufacturer (OEM), but up and down the OEM supply chain.

Nor is the comparison with other nations’ fuel economy standards proper, given (among
other things) the different fleet mixes involved and the different test procedures utilized.
In fact, as explained in the preamble discussion, these nations’ standards are predicated

® The commenter states that the redesign cycle has vanished altogether in some instances, citing to 74 FR at
49488. This passage, however, describes vehicle models for which production has ceased altogether or has
been drastically curtailed. The commenter also states, correctly, that some vehicle models are redesigned
and refreshed more frequently in some years than in others (citing to 74 FR at 49654), but this only
indicates that the typical 5-year redesign cycle occurs at different times for different vehicles. The fact that
redesign cycles are staggered throws no light on the issue raised by the commenter of the feasibility and
costs of drastically accelerating the redesign process industry-wide.

* See for example “Car Wars 2010-2013, The U.S. automotive product pipeline”, John Murphy, Research
Analyst, Bank of America/Merrill Lynch research paper, July 15, 2009.
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on use of the same technologies projected for the final GHG standards. Moreover, if one
is to compare these standards with those of another entity, the most directly relevant
comparison is with the GHG standards for light duty vehicles of the State of California.
The federal standards are of comparable stringency.

A comparison of the 2011 MY fuel economy and CO2 emission levels projected in
NHTSA's 2011 MY CAFE rule (including the proposed rule which contained projections
through 2016) and those projected is only minimally relevant to the projection of feasible
and cost effective standards in MY 2016. First, the sales of specific vehicle models and
vehicle segments differ significantly between the two rulemaking analyses. The
projections for the NHTSA 2011 CAFE rule were based in large part on manufacturer
product plans which are now several years old. Those for the current rule are based on
projections made by an industry analyst, CSM International. Differences in projected
fleetwide fuel economy and CO2 emission levels would be primarily a function of
relative car and trucks sales and relative size of these vehicles. Both of these factors
change between MYs 2011 and 2016 in both sets of projections. Thus, few legitimate
inferences can be drawn from the difference between the MY 2011 rule projections about
MY 2016 and the analysis for this final rule.

The specific cost and effectiveness of a number of technologies has also changed
between the two rule making analyses. Future fuel prices also differ, as do a number of
other important factors, such as annual VMT per vehicle, the rebound rate, etc. Thus,
again, the comparison being made by NYDOT between the CAFE 2011 MY fuel
economy levels in previous rules to that made in the NPRM is not reliable, and the
comparison is particularly misplaced regarding those projections based on economic
criteria, such as standards projected to maximize net quantifiable benefits.

NYDOT also recommends that EPA implement CO2 standards equivalent to the fuel
economy standards resulting from NHTSA’s 'Total Costs Equal Total Benefits (TCTB)'
alternative for passenger vehicles and the "Technology Exhaustion' alternative for light
duty trucks. These two scenarios require the application of even more technology and
involve even higher costs than that of the 6% reduction per year scenario. Thus, the same
concerns presented above for the 6% reduction per year standards apply to an even
greater extent here. This is sufficient reason to reject NYDOT’s recommendation.

3.3.2 2012-2015 Standards 75

Organization:Mercedes-Benz (Daimler AG)
Chrysler Group LLC (Chrysler)
Mitsubishi Motors R & D of America (MRDA)
Volkswagen Group of America (Volkswagen)
Toyota Motor North America
Recreational Vehicle Industry Association (RVIA)

Mercedes-Benz (Daimler AG)
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The passenger car standards should be set to reach the MY 2016 goals through a
generally linear stringency level phase-in through MYs 2012-2015. Using a generally
linear phase-in is both consistent with the agencies’ Notice of Intent and with the
overarching policy of transitioning to a U.S. vehicle fleet. [OAR-2009-0472-7193.2, p.1]

[The following comments are nearly the entirety of the statement for the above
subheading, from [OAR-2009-0472-7193.2, p.2-4]

In the Notice of Intent published on May 22, 2009 and announcing EPA and NHTSA'’s
intention to publish joint rulemaking, the agencies made clear their intentions to propose
GHG standards capable of achieving on average 250 g/mile of CO,in model year 2016,
and further that “[t]he standards for earlier years would begin with the 2012 model year,
with a generally linear phase-in from MY 2012 through to model year 2016. NHTSA
expects to propose appropriate related CAFE standards.” 74 Fed. Reg. 24007, 24008
(May 22, 2009) (emphasis added).

Rather than following the foregoing guideline, the proposed standards place a substantial
amount of emphasis on passenger car improvement in the earlier model years. This
creates additional challenges, not anticipated at the time of the Notice of Intent, for
manufacturers whose fleets are primarily composed of passenger cars, and in particular
for limited-line, lower-volume manufacturers who were to be provided lead time through
the TLAAS.

These additional challenges not only make the flexibilities and credits proposed in the
GHG program more significant, they also mandate careful consideration by the agencies
of additional flexibilities, such as including air conditioning credits in the CAFE
program. Further, placing an earlier and larger burden on the light-duty vehicle
population, as opposed to equalizing the annual increases, raises serious questions as to
whether the regulatory policy of this proposal is encouraging the appropriate type of fleet
mix to redress the serious public health and welfare and energy security concerns leading
to this rulemaking.

As noted above, the Notice of Intent expressed an intention to design a program that
would equal the levels in the California program at the end of the rulemaking period, or
by MY 2016. The Notice of Intent clearly indicates not that California levels were to be
achieved each year, but rather that they would be reached by MY 2016 and that the
interim years would be generally linear. DAG submitted a letter to Secretary LaHood and
Administrator Jackson making clear its commitments based on EPA proposing national
GHG standards and NHTSA proposing CAFE standards for MYs 2012-2016 “as
substantially described in the May, 2009 Notice of Intent to conduct rulemaking” and
certain additional actions. See DAG Commitment Letter, available at
http://www.epa.gov/otag/climate/regulations.htm#la. While DAG nonetheless remains
committed to meeting the standards, DAG considers the movement away from generally
linear stringency changes to those focusing on MY's 2012 and 2013 to be a substantial
deviation from the description provided in the May 2009 Notice of Intent.
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Chrysler Group LLC (Chrysler)

The endpoint 2016 model year EPA greenhouse gas industry fleet average standard of
250 g/mile was as expected, based on the Notice of Intent. The Notice of Intent states that
'the standards for earlier years (pre-2016) would begin with the 2012 model year, with a
generally linear phase-in from MY 2012 through to model year 2016' (emphasis added).
However, the Proposed Rules shows that the intermediate 2012-15 MY standards
increase in a significantly non-linear fashion at the start of the program - front loading a
disproportionate amount of the task to the early years of the program. In particular, the
passenger car standard increase between the 2011 and 2012 model years is more
aggressive than necessary. [NHTSA-2009-0059-0124, p.8] [[Chrysler also submitted
these comments as testimony at the Detroit public hearing, See docket number EPA-HQ-
OAR-2009-0472-6185, p. 49.]

Moreover, President Obama's Rose Garden Remarks also noted that 'the goal is to set one
national standard that will rapidly increase fuel efficiency ... by an average of five percent
each year between 2012 and 2016, building on the 2011 standard ..., (emphasis added).
Although 2012 is the first year of the EPA program, given the 'direct and close,
relationship between tailpipe greenhouse gas emissions and fuel economy, the 2011
NHTSA CAFE standards (and their equivalent in greenhouse gas emissions terms)
should have been used when determining the phase-in to the 2016 model year goal.
[NHTSA-2009-0059-0124, p.8]

In the NPRM, excluding model years 2009-2011, EPA and NHTSA propose a generally
linear phase-in between the 2012 and 2016 model years, but the passenger car greenhouse
gas emission reduction of 11.2% between the 2011-2012 model years is extremely steep
and unprecedented. The industry average truck fleet also has the largest GHG emission
reduction of 4.6% between the 2011-2012 model years. [NHTSA-2009-0059-0124, p.8]

In addition to the numerically large increase in passenger car standards between the 2011
and 2012 model years, manufacturers need to simultaneously accommodate changes to
the passenger car fleet definition. Beginning in the 2011 model year, certain 2WD light-
duty trucks are reclassified as passenger cars. In the 2012 model year, additional light-
duty trucks are re-classified as passenger cars based on a lack of 3-row standard seating.
These reclassifications move truck-like utility vehicles from the light-duty truck category
to the passenger car category, subjecting them to more stringent standards and, as a
result, they become relatively poorer fuel economy and greenhouse gas performers,
reducing manufacturers' ability to comply with the more stringent passenger car
standards. [NHTSA-2009-0059-0124, p.9]

While the ability to earn credits and the carry-forward and carry-back credit flexibility
helps manufacturers’ ability to comply, the large jump in standards is at a time when
manufacturers can do little to impact the actual fleet performance. Given typical model
year lead times, this setting of extremely aggressive 2012 model year standards does not
allow for sufficient leadtime to re-engineer vehicles to meet this stringency increase. The
type of major product changes necessary to increase vehicle efficiency by over 10%

3-77



EPA Response to Comments

requires sufficient time to re-engineer vehicles. This type of change normally occurs
during a product re-design or a new product release, not mid-model year modifications.
[NHTSA-2009-0059-0124, p.9]

Recommendation:

Chrysler recommends that the agencies set passenger car and light-duty truck standards
with a linear phase-in to the 2016 model year goals as envisioned during the signing of
the May 2009 manufacturer and California Letters of Intent in response to the National
Program. Chrysler supports the general methodology of linearizing the standards
suggested by the Alliance of Automobile Manufacturers. [NHTSA-2009-0059-0124, p.9]

Mitsubishi Motors R & D of America (MRDA)

There are significant challenges in the increased stringency between the 2011 and 2012
model years. The rate of this increase will likely result in excessive costs and burdens as
many vehicles are quickly reconfigured to comply with these new standards. [OAR-2009-
0472-7125.1, p.1]

Smaller Automakers need more time to develop new technologies and to implement
design changes. The proportional effort is much greater to meet stringent standards and
far less resources are available for long term R&D to develop and introduce new
technologies. Further, smaller Automakers are unable to negotiate timely, cost effective
supplier contracts — suppliers favor high volume Automakers and limit the technology
available to smaller Automakers. Overall, it takes longer/costs more for limited line
vehicle manufacturers to introduce new technologies. [OAR-2009-0472-7125.1, p.2]

The proposed stringent standards are particularly challenging for limited line,
“intermediate volume” manufacturers, especially considering that Mitsubishi Motors was
not subject to the California AB1493 GHG regulations until the MY 2016. [OAR-2009-
0472-7125.1, p.5]

Volkswagen Group of America (Volkswagen)

In addition, Volkswagen questions the need for the large step in stringency proposed
from the 2011 MY CAFE regulation to the 2012 MY targets proposed in the NPRM. We
believe the 2016 MY target combined fleet target of 250 gram/mile is achievable and that
the targets for each model year can be adjusted to meet the same air quality targets
without such a large jump in the requirements in the first year of the regulation. [OAR-
2009-0472-7210.1, p.5]

Toyota Motor North America

Ramp Rate of the Target Curves
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The rate of increase in the proposed car targets by both agencies is front-loaded and
should be adjusted. As can be seen in Figures 1 and 2, the rate of increase in the car target
curves between 2011 MY and 2012MY is inconsistent with the rates of increase in
subsequent model years. The largest increase in target values occurs in the first year of
the proposed regulation, when manufacturers have the least available lead time to
integrate technology into the fleet. While the curves are shown only for NHTSA's portion
of the joint proposal (in MPG space), EPA's proposed target curves show the same trend.
[OAR-2009-0472-7291,p.9]

Consistent with comments provided by Toyota in previous CAFE rulemakings, we
suggest the rate of increase be 'smoothed' between the existing 2011 model year car
curves and the final 2016 model year proposed curves. Such an adjustment would align
more closely with product planning cycles and lead time requirements. [OAR-2009-
0472-7291,p.9] [See OAR-2009-0472-7291, pp.9-11 for a detailed discussion on this
issue]

Recreational Vehicle Industry Association (RVIA)

RVIA believes that with the non-linear standards increase proposed, to achieve
compliance, some manufacturers may opt to eliminate certain non-compliant vehicles
from their product mix since compliance otherwise may not be technologically feasible.
We are concerned that tow vehicles could be likely candidates for such eliminations since
the cost of technology to achieve such abrupt improvements may diminish their
commercial viability. To ensure that highway safety and air quality are not negatively
impacted by RV owners who tow their RV trailers with undersized vehicles or keep
older, less environmentally friendly tow vehicles on the road, we ask that you implement
a more gradual rollout of the standards. [NHTSA-2009-0059-0107, p.5]

One of the key points found in the General Motors comments dated November 20, 20009,
is that the '... the car standard detailed in the NPRM does not even ‘encourage’ limited
product line manufacturers to increase vehicle fuel economy.' GM goes on to state,

'‘Because the NPRM curves require little improvement from cars and small trucks, there is
a lost opportunity for fuels savings for the nation. As an example. increasing the
stringency of the NPRM curves by 10% for the smallest vehicles and reducing the
stringency by 5% for the largest trucks, would result in more energy savings, and enable
more economically practical application of technology across the country." [NHTSA-
2009-0059-0107, pp.5-6]

Given that small cars are essentially already meeting the 2016 model year standards, such
a trade off makes sense. RVIA would support such a measure and encourages a careful
re-examination of the assigned mpg/CO02 targets for both small vehicles and larger trucks.
[NHTSA-2009-0059-0107, p.6]

EPA Response:
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EPA believes that the standards for MY 2012-2016 are consistent with the Notice of
Intent which stated that “The standards for earlier years would begin with the 2012
model year, with a generally linear phase-in from MY 2012 through to model year 2016.”
Those standards likewise represent a reasonable exercise of EPA's authority under section
202 (a)(1) of the Act. See, e.g. section 111.D of the preamble to the final rule; see also
comment response 3.3.3.3.1. EPA acknowledges that the standards for passenger cars
have a higher rate of increase from MY 2011 CAFE standards to MY 2012 GHG
standards; however there are several reasons that this is a misleading comparison. First,
the form of the 2011 standard (the footprint based curve) differs considerably from the
form of the MY2012-2016 standards. The baseline and reference fleets and many of the
underlying technical assumptions used to approximate the fleet targets and stringencies
for the 2011 rulemaking also differ from the ones used for this rule. The automotive
industry commenters above do not point to a specific technical issue with the standards,
but rather to their desire for a linear phase-in from the existing 2011 CAFE standards.
These arguments are addressed in NHTSA'’s response to comments in section 1V of the
preamble to the final rule and in the NHTSA RIA. As to meeting the 2012 MY GHG
standards, EPA notes further that the various flexibility mechanisms in the rule (e.g.
TLAAS, early generation of credits for out-performing California standards, averaging,
banking and trading with carry backward of credits if needed) ) provide ready means for
manufacturers to comply with the MY 2012 GHG standard. For example, since issuance
of the NPRM, it has come to light that some manufacturers may be implementing more
air conditioner leakage reduction technologies than EPA had anticipated (see section
I11.C.1.a of the final preamble; see also comment response 3.1). This would result in
additional early credits that could be carried forward to help meet MY 2012 standards.
Because of these arguments, and due to the support for the phase-in of the standards from
other stakeholders (including the California Air Resources Board) the agency is not
making significant changes to the MY 2012-2016 GHG standards. For further discussion
on the feasibility of the EPA standards, see section I11.D of the final preamble.

3.3.3 Post 2016 standards

Organization: Sierra Club
Ford Motor Company
Northeast States for Coordinated Air Use Management
BMW of North America, LLC (BMW)
New York State Department of Environmental Conservation
State of Connecticut Department of Environmental Protection
Union of Concerned Scientists

Comment:
The industry, however, needs a longer term and stronger direction to be able to produce

dramatically cleaner vehicles. We urge EPA to move swiftly to set standards that will
apply to vehicles beyond 2017 and to consider a longer time horizon to ensure that lead
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time is not a constraint on the “technology forcing” authority EPA can exercise under the
Clean Air Act. As soon as the endangerment finding is final, EPA will have the
obligation to set standards for greenhouse gas pollutants that protect public health and
welfare. To do this effectively, EPA should model where vehicle standards need to be in
2050 to achieve an 80% reduction (or the appropriate science-based emissions reductions
needed) in vehicle emissions. Starting in 2017, EPA should give a clear “technology
forcing” path to the auto industry. [OAR-2009-0472-7278.1, p.13]

A longer term approach is consistent with EPA’s authority and statutory obligation under
the Clean Air Act and with the analysis of the industry’s ability to achieve higher
standards in this NPRM. In this NPRM EPA considers three options. EPA identifies the
annual 4.3% decrease in g/mi COZ2e as the preferred option — the option that yields the
250 g/mi CO2 standard President Obama announced in May 2009. The agency considers
a lower 4% and higher 6% option. EPA notes that that the 4% option 'forgoes CO2
reductions which can be achieved at reasonable cost.” EPA also notes that this lower
option would be too weak to achieve equivalence with California’s Pavley [OAR-2009-
0472-7278.1, p.13] standards and would, therefore violate the agreement. The 6%
increase would increase the cost of a new vehicle by an average $500 with additional
greenhouse gas reductions. EPA determines that this level is not “technically infeasible”
but that it would be “overly stringent” given the condition of the industry and lack of lead
time. EPA concludes that the preferred option demands enough of the industry in terms
of technology change and cost. [OAR-2009-0472-7278.1, p.14]

EPA seeks comment on its judgment regarding the three options. In sum, EPA concludes
that it “does not believe the 6% per year alternative would be an appropriate balance of
various relevant factors for model years 2012-1016.” We applaud EPA for ensuring that
equivalence with California’s standards are met in this first National Program, but urge
the agency to ensure that its next standards do not leave greenhouse gas reductions and
consumer savings unrealized. To do this EPA must look at the longer term and push the
industry’s best technologies into new cars and light trucks that both force technology
forward and maximize their greenhouse gas potential. [OAR-2009-0472-7278.1, p.14]

NHTSA provides a slightly different approach to a range of from a 3% per year increase
in fuel economy to 7% - but notes that the 4.3% preferred option achieves the 250 g/mi
CO2 needed for equivalence with CA’s program and yields a fleetwide average fuel
economy of 34.1 mpg (equivalent to 250 g/CO2e). NHTSA, based on its statutory
obligation to consider the need of the nation to conserve oil, concludes that weaker
increases — 3 or 4% would “not produce the reductions in fuel savings and CO2
emissions that the Nation needs at this time.” NHTSA’s conclusion that weaker standards
leave substantial benefits on the table is not matched by the rationale for picking the
preferred option over the somewhat stronger choices. “NHTSA determined that it would
be inappropriate to propose any of the other more stringent alternatives due” to lead time
issues and “economically critical state of the industry.” NHTSA diverges from past
proposals which considered setting the standards at a level that maximizes societal net
benefits. [OAR-2009-0472-7278.1, p.14]
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Ford Motor Company

Above all, Ford strongly believes that measures need to be put in place to ensure that the
national program approach outlined in this rulemaking continues beyond 2016. We were
pleased when the President brought the stakeholders together to agree on a roadmap for
harmonizing greenhouse gas emissions and CAFE standards at the federal level. The
EPA and NHTSA proposal gives us greater clarity, certainty and flexibility to achieve the
aggressive greenhouse gas emissions reduction goals that we all share. Most importantly,
it avoids the patchwork and overlapping requirements that we would have faced under
the status quo. Nonetheless, it is only a first step, and it is critical that we avoid returning
to the patchwork approach after 2016. We look forward to working with the same
stakeholders toward a permanent national program for 2017 and beyond. [OAR-2009-
0472-7082.1, Cover letter, p.2]

. Although the national program created by this rule covers the 2012-2016 model years, it
is critical that measures be put in place to establish a permanent national program for the
2017 model year and beyond. [OAR-2009-0472-7082.1, p.1]

Northeast States for Coordinated Air Use Management

NESCAUM is very supportive of the proposed federal vehicle control program as a
powerful first step in addressing GHG emissions from motor vehicles. However,
additional reductions will be needed for vehicles beyond model year 2016. NESCAUM is
committed to working with the EPA, NHTSA, the California Air Resources Board, and
other stakeholders to address global climate change and the need to reduce oil
consumption by developing strong motor vehicle GHG standards for model years after
2016. These additional reductions will be critical for the states in the Northeast to achieve
their 2020 and 2050 GHG goals. [OAR-2009-0472-7235.1, p.7]

BMW of North America, LLC (BMW)

To ensure future regulatory stability for the auto industry while continuing to reduce
greenhouse gas emissions and improve fuel fleet economy, BMW strongly recommends a
comparable National Program in the model years beyond 2016. We are very, very happy
with the way the negotiations, discussions, collaboration and cooperation have gone to
come up with this single national standard and we very, very strongly support the same
process for the years 2016 and beyond. [These comments were submitted as testimony at
the New York public hearing. See docket number EPA-HQ-OAR-2009-0472-4621, p.
1321]

New York State Department of Environmental Conservation
We do not believe that the 2016 model year standards proposed here represent the
ultimate, lowest limit for light duty vehicle greenhouse gas emissions. We believe that

lower emissions will be possible in the future without sacrificing the utility these vehicles
provide their owners. We urge EPA and NHTSA to continue to evaluate the feasibility of
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more stringent regulations. We do hope the nation will not have to wait another 30 years
for the next step. [OAR-2009-0472-7454, cover page 2]

State of Connecticut Department of Environmental Protection

Any standards developed for 2016 and later should comprehensively evaluate the need
for and benefits of a multi-pollutant perspective, including criteria and air toxics along
with GHGs, that views vehicles and fuels as a system. Assuming additional standards are
warranted, the next phase of light duty vehicle standards should view the transportation
system in a holistic manner that takes into account vehicles, fuels and the transportation
infrastructure that can be designed to enable greater levels of pollution or to minimize it.
[OAR-2009-0472-7301, p.2]

Union of Concerned Scientists

Finally, I wanted to discuss the importance of establishing a strong regulatory framework
for future rulemakings as part of this process. While the immediate focus of this
rulemaking is achieving the President's goals through model year 2016, it will also set the
precedent for future standards beyond that date. [These comments were submitted as
testimony at the New York public hearing. See docket number EPA-HQ-OAR-2009-
0472-4621, p. 101.]

It is critical that future standards achieve the maximum feasible [These comments were
submitted as testimony at the New York public hearing. See docket number EPA-HQ-
OAR-2009-0472-4621, p. 101.] level of energy savings as required by EPAct and EISA
as well as fulfill EPA's obligations under the Clean Air Act. Under this rulemaking, EPA
and DOT have set standards that fall below the economically practicable levels indicated
by the agencies' own analysis. This means that Americans will not realize the full benefits
of the Nation Program through 2016. UCS recognizes that the current standards were set
at a more modest level to help automakers achieve the standards given the financial
problems facing the industry and the challenges of navigating a new regulatory structure.
However, it's critical that future standards are set at levels that achieve the maximum
benefits of the National Program. These standards should be based on sound modeling
that uses accurate technology assessments, verified costs and transparent input. [These
comments were submitted as testimony at the New York public hearing. See docket
number EPA-HQ-OAR-2009-0472-4621, p. 102.]

EPA Response:

EPA appreciates all of the comments expressing concern that 2017 and later GHG
standards be set sufficiently soon so that the lack of available lead time does not limit the
stringency of the standards. EPA is also sensitive to how complex and undertaking this
will be and that a new National Program will provide a level of certainty for the
manufacturers so that they may modify their long term product planning. We will
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consider these issues seriously as we proceed to evaluate post 2016 GHG standards for
light-duty vehicles.

3.3.4 GHG Emissions Backstops

In the proposal, EPA and NHTSA recognized “that there is some possibility that low fuel
prices during the years in which MY 2012-2016 vehicles are in service might lead to less
than currently anticipated fuel savings and emissions reductions. One way to assure that
emission reductions are achieved in fact is through the use of explicit backstops, fleet
average standards established at an absolute level.” EPA stated that a backstop “could be
adopted under section 202(a) of the CAA assuming it could be justified under the
relevant statutory criteria.” EPA did not propose backstop standards, but sought
comment on possible backstop approaches.

EPA and NHTSA received many comments on backstops. In this section, EPA responds
to both specific comments on GHG emissions backstops, as well as to general comments
on backstops that were submitted to both EPA and NHTSA. In the latter case, where
comments were made jointly on both EPA GHG emissions backstops and NHTSA CAFE
backstops, EPA’s response only addresses the issue of GHG emissions backstops.

EPA received 26 public comments on the issue of GHG emissions backstops. There is
significant overlap among the comments on this issue, and the structure of this section is
to provide a comprehensive sampling of excerpts of these 26 comments, followed by an
EPA response to the comments organized into 3 sections:

e Whether EPA has the statutory authority to establish GHG emissions backstops

e Whether EPA should establish GHG emissions backstops

e Alternative backstop approaches to universal GHG emissions backstops

Organization: Alliance of Automobile Manufacturers (Alliance)
American Council for an Energy Efficient Economy
American Lung Association of California
Association of International Automobile Manufacturers (AIAM)
California Air Resources Board
California State Senate
Center for Biological Diversity
Connecticut Department of Environmental Protection
Environment Michigan
Environment New Jersey
Ford Motor Company
Mass Comment Campaign (2,322 comments) (unknown organization)
Mass Comment Campaign (326 comments) (Student PIRGS)
Massachusetts Department of Environmental Protection
National Automobile Dealers Association (NADA)
Natural Resources Defense Council
Northeast States for Coordinated Air Use Management (NESCAUM)
Public Citizen Safe Climate Campaign
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Seal, Kathy

Sierra Club

State of New Jersey

Toyota Motor North America

Union of Concerned Scientists

United Auto Workers

University of Pennsylvania Environmental Law Project
Washington Department of Ecology

Comment:
Ford Motor Company
Backstops

Backstops should not be combined with attribute-based standards unless specifically
required by statute. Backstops are inefficient and force manufacturers to produce vehicles
that consumers may not want. Moreover, they are unnecessary. The sloped portion of the
piecewise linear curves takes into account size based product mix differences across the
industry and adjusts automatically for changes in vehicle size mix in response to
economic conditions and consumer preferences. The flattened portion of the car and truck
curves serves a function akin to a backstop by discouraging manufacturers from building
larger vehicles. Moreover, NHTSA has commented in past rulemakings that the curve of
an attribute-based standard has several features that limit backsliding. 74 FR at 14410.
[OAR-2009-0472-7082.1, pp. 2-3]

GHG Backstops

EPA also seeks comment on the concept of 'backstop’ standards for GHG emissions. In
the NPRM, EPA proposes to establish motor vehicle GHG standards in the form of the
'C02 curves.' The authority and justification for the establishment of any additional
'backstop' standards underlying the CO2 curves is highly questionable. First, the Clean
Air Act (CAA) 8 202(a) does not mention the concept of 'backstop’ standards, let alone
authorize EPA to promulgate them. The concept of 'backstop' standards would involve
promulgating two sets of standards (the main standards and the backstop standards)
applicable to a given fleet of vehicles, and there is nothing in the CAA to suggest that
Congress intended multiple 'layers' of standards to apply to vehicle emissions.

Second, EPA is presumably already taking the statutory criteria in § 202(a) into account
in its development of proposed CO2 curves. Backstop standards would need to meet the
same criteria, and the agency would need to conduct a separate evaluation of both the
backstop standards on their own, and the combination of the backstop and main
standards, under those criteria. However, it is far from clear that the § 202 criteria would
support a second set of standards for the same vehicles. Backstop standards would likely
impact individual manufacturers very differently. The most likely effect of backstop
standards would be to prevent full-line manufacturers from building and selling vehicles
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that the market wants and that could otherwise be sold under the primary standards. This
could have a significant financial impact on a few individual manufacturers most affected
by the backstop standards, while having a negligible impact on overall projected
concentrations of GHGs. A key purpose of the attribute based approach is to reduce the
impact of vehicle mix and put manufacturers on a more level playing field; the addition
of backstop standards would run counter to this goal. At present, the Administrator has no
basis for concluding that backstop GHG standards are necessary to protect health and
welfare. Given the potential costs and disparate competitive impacts that backstop
standards may impose on individual manufacturers, EPA should not pursue such
standards.

Finally, as noted above, the intent of the joint EPA/NHTSA proposal is to ensure the
greatest possible level of consistency between fuel economy standards issued by NHTSA
and CO2 emission standards established by EPA. Even if EPA had the authority under
the CAA to independently establish backstop standards, any EPA-issued CO2 emission
standards would only serve to create new inconsistencies between the two programs,
rather than further the goal of harmonization. Ford supports the harmonization of the
EPA and NHTSA standards to the maximum extent possible, consistent with the
Massachusetts v. EPA decision directing the federal agencies ‘avoid inconsistency' in
regulating greenhouse gas and fuel economy. The best way to 'avoid inconsistency' in this
case is to allow NHTSA to establish the one backstop required by law for CAFE, and
avoid any other backstops in the CAFE or GHG regulations. [OAR-2009-0472-7082.1,

pp. 3-4]
Association of International Automobile Manufacturers (AIAM)

AIAM opposes the adoption of an additional “backstop” (i.e., minimum conventional)
standard as a means of preventing market shifts toward larger vehicles. A backstop
standard would defeat the purpose of the attribute format by limiting the flexibility of
manufacturers to respond to shifts in market demand. Moreover, when Congress
considered the need for a backstop standard in the similar context of CAFE standards
under EISA, it adopted a limited “minimum standard” for domestic passenger
automobiles. The EISA backstop provisions require that a manufacturer’s domestic
passenger auto fleet must comply with the greater of 27.5 mpg and 92 percent of the
combined domestic/import average fuel economy of all manufacturers. See EISA, section
102(b)(4). An additional backstop standard in an EPA greenhouse gas regulatory program
would be inconsistent with Congress’ intent and would be unnecessary and inappropriate.
[OAR-2009-0472-7123.1, p.18]

In Center for Biological Diversity v. NHTSA, the Ninth Circuit held that “neither the
EPCA’s language nor structure explicitly requires NHTSA to adopt a backstop.” Rather,
the court held that NHTSA had abused its discretion in failing to adequately consider the
“need of the nation to conserve energy,” as it was required to do under 49 USC §
32902(f), and did not show that a backstop would be technologically infeasible or
economically impracticable. EISA did not expressly change this. The only backstops
required are the requirements in EISA that the combined car-truck fuel economy values
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reach 35 mpg by MY 2020 and that the regulations established between MY2011 and
MY 2020 increase ratably to that goal. So long as NHTSA makes the showing that the
standards meet these requirements, then nothing more should be required in terms of a
backstop. [OAR-2009-0472-7123.1, p.18]

[AIAM also submitted these comments as testimony at the Los Angeles public hearing.
See docket LA EPA Hearing EPA-HQ-OAR-2009-0472-7283, pp. 28-32]

Alliance of Automobile Manufacturers (Alliance)
EPA's Backstop Authority

As noted above, the intent of the joint EPA/NHTSA proposal is to ensure the greatest
possible level of consistency between fuel economy standards issued by NHTSA and
COzemission standards established by EPA. Even assuming EPA has the authority under
the CAA to independently establish backstop standards, which is unclear, any EPA-
issued backstopped CO2 emission standards would only serve to create inconsistencies
between the two programs, which would be contrary to the directive of the Supreme
Court in Massachusetts v. EPA that federal agencies “avoid inconsistency” in regulating
GHGs and fuel economy. See Massachusetts v. EPA, 549 U.S. 497, 532 (2007).

Because of differences between EPCA and the CAA, NHTSA's proposed CAFE rules
include domestic and import passenger car fleets, while EPA's proposed GHG rules do
not include the domestic/import distinction for passenger cars. Under EISA, as explained
above, only the domestic passenger car fleet is subject to a backstop under the NHTSA
CAFE rules. EPA cannot duplicate this under its rules; any "backstop” standards EPA
might seek to promulgate would presumably apply to all passenger cars. Were EPA to
proceed with such backstop standards, it would impose a new set of regulatory
requirements on a group of vehicles (imported passenger cars) that are not affected by the
backstop under NHTSA's rules. Such an outcome would only add to the complexity of
the manufacturers' task of producing a fleet of vehicles that complies with both sets of
rules. Furthermore, backstops are unnecessary. The concern about widespread vehicle
upsizing and a loss of anticipated benefits from the proposed standards is greatly
overstated given practical design considerations and the shape of the proposed attribute
curves.

First, upsizing doesn’t necessarily present an easier compliance path. The basic concern
about upsizing is that manufacturers will be motivated to increase the footprint of their
fleet since larger vehicles have a less stringent standard under a size-based attribute
system. This premise ignores that an increase in vehicle footprint typically results in an
increase in vehicle weight. While upsizing may relax the fuel economy target,
compliance may be just as difficult due to the loss of fuel economy from the added
weight.

Second, increasing vehicle footprint may require vehicle platform changes. The
opportunity to upsize a vehicle platform is limited by product planning cycles which have
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already been finalized in many cases for basic attributes such as vehicle size. Further,
changes in vehicle footprint and platform present practical design considerations such as
vehicle styling and vehicle dynamics/handling. Lastly, these platform changes are not
without cost.

Third, any erosion of the anticipated benefits is likely to be minimized by the substantial
yearly increase in the target curves as well as the shape of the curves for any given year.
For example, under the proposed standards, the efficiency of a car fleet with an average
footprint of 45 sq ft is required to improve by 13 percent between 2012 and 2016. To
completely negate this improvement, the footprint for every vehicle in this example fleet
would have to be increased by an average of 7 sq ft over that 4-year period. For all of the
technical reasons mentioned above, such a scenario is highly unlikely, if not impossible.
Upsizing the footprint by even half this amount, while still not a reasonable scenario,
would net significant fuel economy improvements. In fact, a backstop is already built
into the standard curves to the extent the targets become constant or “clipped” as vehicle
footprint continues to increase. Therefore, the target curves already help guard against
any loss of benefit from theoretically upsizing into the “clipped” regime.

From a policy perspective, a backstop introduces an unnecessary secondary standard that
increases the complexity of the requirements and runs contrary to the intent of an
attribute-based standard. For these policy reasons and in keeping with the Supreme
Court's admonishment to "avoid inconsistency,” EPA should not seek to adopt backstop
standards. [OAR-2009-0472-6952, pp 35-36]

Backstop Standards

The agencies note that NHTSA is required to set minimum “backstop” standards for
domestically-manufactured passenger cars and request comment on whether “backstop
standards, or any other method within the agencies’ statutory authority, should and can be
implemented in order to guarantee a level of CO2 emissions reductions and fuel savings
under the attribute-based standards” for other categories of vehicles. Proposed
Rulemaking To Establish Light-Duty Vehicle Greenhouse Gas Emission Standards and
Corporate Average Fuel Economy Standards; Proposed Rule, 74 at 49,493. [OAR-2009-
0472-6952.1, p.37]

The agencies have not established that they have authority to set back-stop standards that
are not specifically authorized by Congress, and the Alliance is aware of no evidence
indicating that such back-stops are necessary to achieve the goals and purposes of the
national fuel economy and emissions programs. Such back-stops would unduly limit
consumer choice and the industry’s ability to achieve the goals of the new national
programs as cost-effectively as possible. [OAR-2009-0472-6952.1, p.37]

Toyota Motor North America

Anti-Backsliding Standards
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Anti-backsliding or backstop standards currently apply only to the domestic passenger
fleet under NHTSA's CAFE program. The Agencies request comment on whether anti-
backsliding provisions should be expanded to all vehicle fleets covered by the proposed
NHTSA and EPA standards. NHTSA additionally proposes to revise the domestic car
anti-backsliding standards that were set in the March 2009 final CAFE rule for 2011 MY.
Finally, NHTSA proposes to use projected target fuel economy when establishing the
minimum CAFE standard for the domestic passenger fleet. [OAR-2009-0472-7291,
pp.14-15]

Expanding Anti-Backsliding Standards to All Cars and Trucks

Toyota opposes any expansion of anti-backsliding provisions beyond the domestic
passenger car fleet in the CAFE program. The clear intent of Congress has been that
NHTSA should only establish anti-backsliding standards for the domestic car fleet. As
such, EPCA requires NHTSA to establish anti-backsliding standards for domestic
passenger cars and does not authorize NHTSA to establish additional anti-backsliding
standards for import cars and trucks. [OAR-2009-0472-7291, p.15]

In the case of EPA and CAA, there is no explicit statutory authority that either compels
or authorizes EPA to establish anti-backsliding standards for any class of light-duty
vehicle. While EPA's authority may be ambiguous, it is clear that any EPA-issued anti-
backsliding standards would create new inconsistencies between the NHTSA and EPA
programs, rather than support the goal of harmonization. NHTSA anti-backsliding
standards are limited to domestic passenger cars, and the CAA cannot be used to
duplicate a similar outcome since EPA's fleet definitions do not distinguish between
domestic cars and import cars. The most 'harmonized' outcome is for NHTSA to proceed
with the required domestic car anti-backsliding standard for the CAFE program, and for
EPA to forego any attempt to set anti-backsliding standards under the CAA. [OAR-2009-
0472-7291, p.15]

Notwithstanding the legal constraints described above, anti-backsliding standards are
unnecessary. The concern about widespread vehicle upsizing and a loss of anticipated
benefits from the proposed standards seems overstated given practical design
considerations and the shape of the proposed attribute curves. [OAR-2009-0472-7291,
p.15] [See OAR-2009-0472-7291, pp.15-16 for more discussion on this issue]

Northeast States for Coordinated Air Use Management (NESCAUM)

NESCAUM urges EPA and DOT to include a backstop mechanism for the standards. The
shift in the market away from cars towards light trucks in the 1990s resulted in a decrease
in the U.S. fleet average fuel economy. More recently, there has been a dramatic shift in
the market towards 4 and 6 cylinder engines and away from 8 cylinder engines. This has
been accompanied by a shift away from larger trucks and towards smaller trucks and

cars. The technical analysis conducted for this proposal by EPA and DOT assumes that
this trend will continue. Should there be a shift back toward higher CO2 emitting vehicles
(as was the case in the 1990s) the emissions reductions projected by the agency could be
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greatly overestimated. A backstop which sets a floor for reductions would address this
potential problem. NESCAUM also urges the agencies to revisit the GHG standards and
incorporate changes in the light-duty vehicle fleet into baseline assumptions. NESCAUM
believes this is an important element to include in the final rule. We encourage the
agencies to revisit and revise the light-duty GHG standards to correct for mistaken future
projections. [OAR-2009-0472-7235.1, p.6]

Public Citizen/Safe Climate Campaign

Reaching the agency’s proposed standard of 250 g CO2/mi is predicated on the fleet mix
of 67 percent cars and 33 percent light trucks in 2016, versus a fleet mix of 51 percent
cars and 49 percent light trucks in 2008. Some of this shift in the market will result from
the reclassification of a large number of vehicles that were previously categorized as light
trucks to passenger cars, which will take effect in the 2011 model year, consistent with
the final rule for 2011 fuel economy standards. Many of these affected vehicles are two-
wheel drive versions of vehicles that are also sold in a four-wheel drive configuration.
[OAR-2009-0472-7050.1, p.2]

This creates a problem for automakers in manufacturing and marketing these vehicles.
Automakers would have to build a two-wheel drive version of a vehicle to fit on the “car
curve” or meet the footprint-based target for fuel economy set for the passenger car fleet
versus the light truck fleet. There is significant overlap of footprints which are on both
curves. If automakers successfully build two-wheel drive versions that get the better fuel
economy required on the car curve, it calls the two-fleet rule into question. Automakers
may respond to reclassification by simply ceasing to offer two-wheel drive configurations
of certain SUVs, which would distort the fleet mix and ultimately result in lowering fuel
economy and raising greenhouse gas emissions. [OAR-2009-0472-7050.1, p.2]

For this reason, the new standards should include backstops, or some other adjustment
mechanisms to ensure that there is a firm level below which individual automakers and
the economy-wide [OAR-2009-0472-7050.1, p.2] fleet of vehicles could not fall. The
agencies already build in an expectation value based on analysis of the extent to which it
is estimated that automakers will apply credits. EPA discusses several backstop options
in its Advanced Notice of Proposed Rulemaking (ANPRM) on greenhouse gas regulation
under the CAA. An approach that EPA outlines that could be most effective would have
the standards automatically reset to account for increases in emissions that are
inconsistent with agency projections at the time of promulgation: [OAR-2009-0472-
7050.1, p.3]

For example, at the time of promulgation, EPA could assume a certain average industry-
wide carbon dioxide g/mi emissions level for 2011-2012. If, in 2013, EPA found that the
average industry-wide emissions level in 2011-2012 was higher than projected in the
final rule (and therefore the carbon dioxide emissions reductions were lower than
projected because of higher than projected average footprint levels), then the backstop
provisions would be triggered and the footprint curves for future years (say, 2016 and
later) would be automatically changed to be more stringent and/or flatter in shape. This
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approach would reframe the backstop issue in terms of industry-wide emissions
performance, rather than in terms of individual automaker emissions performance. [OAR-
2009-0472-7050.1, p.3]

A mechanism similar to this would prevent greenhouse gas emissions from rising because
of unanticipated shifts in the fleet mix. We urge EPA and NHTSA to adopt backstops for
greenhouse gas emissions and oil consumption to ensure that the goals of the program are
met, and to discourage manufacturers from continuing to use the light truck loophole to
undermine advances in fuel economy and reductions in greenhouse gas emissions. [OAR-
2009-0472-7050.1, p.3]

Union of Concerned Scientists

Given the possibility that a fleet average of 250 g/mi may not be reached — either by
renewed interest in light trucks or by industry gaming of light truck classifications — it is
critical that the agencies add a backstop in order to guarantee that the President’s
emissions reductions and energy savings goals are met. While a backstop could take
numerous forms, UCS suggests one that includes an automatic re-computation or
“ratchet” of stringencies for subsequent years, such that the National Program’s
cumulative emissions reductions and oil savings goals are fully achieved in 2016, even if
falling short in early years of the program. [OAR-2009-0472-7181.1, p.5]

[Following comments are from LA Testimony, OAR-2009-0472-7283, pp.103-113 (p.6)]

First, a backstop is necessary to meet California's standards. By 2016, new cars under the
California program are expected to emit an average of 250 grams per mile of global
warming pollution.

To meet this level of emissions, the NPRM projects that in model year 2016 the fleet will
consist of approximately two-thirds passenger cars and one-third light trucks. But in
today's new vehicle fleet, nearly half of the vehicles sold in the U.S. are light trucks.

While there has been a recent market trend away from light trucks towards cars, it

is questionable whether market pressure alone will achieve such an overall notable shift
by 2016. Additionally, automakers might strategically redesign vehicles in some classes
so they might meet higher emissions limits.

EPA and NHTSA should include a backstop in the final regulations to ensure that the
fleet-wide standards are achieved in each model year and that by 2016 the fleet average is
indeed 250 grams per mile.

[Union of Concerned Scientists also submitted these comments as testimony at the New
York public hearing, See docket number OAR-2009-0472-4621, pp. 95-98.]

Natural Resources Defense Council
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GHG Standards Need “Backstop” Standards to Ensure Environmental Objectives Are
Not Undermined by Shifts in Sales Mix

The proposed GHG standards lack a regulatory “backstop” mechanism to ensure the
National Program goals for model year 2016 fleetwide average emission levels and the
cumulative greenhouse gas and oil consumption reductions are met (see section | for the
list of program goals). Such mechanisms are necessary because under an attribute-based
system that has separate car and light truck standards, the fleet sales mix could shift to
larger, higher-emitting vehicles and to a greater proportion of light trucks, resulting in
greater fleetwide emissions and oil consumption thus undermining the achievement of the
program goals. [OAR-2009-0472-7141.1, p. 8]

In the proposal, the agencies recognize that attribute-based standards of the proposed
standards do not guarantee that specific fleetwide GHG emission and fuel economy levels
will be achieved. Achieving the pollution and oil reduction goals of the program are
dependent on the overall market achieving the agencies’ forecasted sales and size mixes.
To reach a fleetwide average of 250 g/mi in model year (MY) 2016, the agencies have set
the individual car and light truck standards on the assumption of a specific car/light truck
sales split. However, if the automakers shift their product mix to more light trucks or if
they change the vehicle designs to classify fewer models as cars and more models as light
trucks, this car/light truck split would be changed and the GHG and oil savings goals of
the program would be undermined. This is of particular concern since the agencies’
forecast assumes a substantial increase in car sales share, from today’s 50.3 percent to
66.5 percent by MY 2016.5 Starting in MY 2011, 2WD SUVs will be reclassified as

cars, which could potentially increase the car portion by 10 percent. However to avoid the
reclassification, automakers could simply cut back their 2WD SUV offerings. As a
consequence, the car sales share could be lower than forecast and the National Program’s
GHG and oil reduction goals would be missed. [OAR-2009-0472-7141.1, pp. 8-9]

To prevent intentional and unintentional market shifts from undermining the
environmental and oil savings benefits of the Program, we recommend EPA and NHTSA
adopt manufacturer-specific backstop combined car and light truck standards that bar an
individual automaker from exceeding its forecast GHG emission levels by more than 2
gCO2-equivalent/mi (henceforth referred to as gCO2e/mi). Manufacturer-specific
backstop standards would ensure that specific manufacturers can be held accountable if
the overall fleet emission targets are missed. A manufacturer should be allowed no more
than three years to make up any exceedance in its manufacturer-specific backstop
standard. [OAR-2009-0472-7141.1, p. 9]

[NRDC also submitted these comments as testimony at the Detroit public hearing, See
docket number EPA-HQ-OAR-2009-0472-6185, pp. 20-21.]

American Council for an Energy Efficient Economy
The rule should include a provision to ensure that savings are not substantially

undermined by discrepancies between the future vehicle market and the vehicle market
projected by the agencies. The extent to which the standards could promote upsizing or
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downsizing of vehicles depends in part upon the shape of the attribute curve. In reducing
the steepness of the car curve, the agencies have reduced the incentive to upsize vehicles,
because upsizing a vehicle will not increase the emissions target enough to offset the
natural tendency of the larger vehicle to consume more fuel (although some distortion of
the market through wheelbase manipulation could still occur). At the same time, the new
standard is not flat enough to promote downsizing, except at the upper and lower ends of
the size spectrum, which covers a negligible percent of vehicle models.

The better choice of slope does not however address the issue of car/truck split, which
presents perhaps the principal way in which the rule could fail to deliver the promised
emissions reductions. If, for example, instead of reaching 67 percent of the market in
2016 as the agencies predict, cars remain at the 58 percent share projected for 2011,
savings attributable to the 2016 standards would be more than 10 percent less than the
agencies have claimed.

ACEEE recommends the addition of a “ratchet” mechanism that automatically increases
the stringency of standards across the board, should emissions reductions fall below a
predetermined percentage of projected reductions. Such a mechanism would be
completely compatible with the flexibility offered by an attribute-based system. The need
for a backstop will be even more evident if the agencies’ approach to setting the level of
standards is changed to reflect the need to achieve certain levels of GHG emissions, as
ACEEE recommends.

Recommendation: Set an upper bound for the level of emissions and fuel consumption
that can be associated with new light-duty vehicles in a given year. Any exceedence of
that amount should result in an automatic tightening of the standard to ensure that
vehicles in the next year will achieve the intended reductions.

[ACEEE also submitted these comments as testimony at the New York public hearing,
See docket number EPA-HQ-OAR-2009-0472-4621, p. 139.]

California State Senate

I would like the EPA and DOT to develop polices to ensure this program meets its stated

goals. For example, what happens if a carmaker fails to meet your requirement and can’t

meet the 2016 target? We are counting on you to achieve the emissions reductions and oil
savings that we expect from this rule. [OAR-2009-0472-7275.1, p.5]

[Fran Pavley also submitted these comments as testimony at the Los Angeles public
hearing. See docket LA EPA Hearing EPA-HQ-OAR-2009-0472-7283, pp. 13-20]

Sierra Club
Both agencies should include a backstop in the final rule and we welcome the opportunity

to comment on this essential element of a strong program. We are concerned that the joint
proposal’s reliance upon attribute-based curves, whose efficacy will vary with the
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composition of the fleet, imperils the President’s goal of “establishing consistent,
harmonized, and streamlined requirements” to reduce greenhouse gas emissions and
improve fuel efficiency. We suggest adopting a backstop rule to prevent shifts of fleet
composition from undermining the standards and now renew that recommendation. A
backstop will address weaknesses in the attribute based system and problems that may
arise with credits — making sure the program stays on course. [OAR-2009-0472-7278.1,

p.3]

But the attribute approach, on its own, is imperfect for at least two substantial reasons:
First, the ultimate effect of the curves is dependent upon the fleet mix. Both agencies
have assumed a MY 2016 sales fleet mix of 67% cars and 33% trucks, which is a
dramatic shift from the current 50/50 fleet mix. If assumptions regarding fleet mix
underestimate the number of larger vehicles sold, then net benefits across the curves will
be smaller than estimated. According to the Union of Concerned Scientists, a more truck
heavy fleet mix (42%) would miss the 250 g/mi target by 7 g/mi or nearly 1 mpg and if
the fleet mix in 2016 is similar to today’s mix, the standard will be missed by 13 g/mi or
as much as 1.7 mpg. [OAR-2009-0472-7278.1, p.3]

Second, because the attribute curves for light trucks are set at consistently less ambitious
levels than those for cars, manufacturers have a strong incentive to attempt to classify
their cars as ‘light trucks’, thereby escaping the more stringent car curves. As we
documented in our July 1, 2008, comments on NHTSA’s then-proposed 2011-15 vehicle
standards, several common vehicles, including the PT Cruiser and Subaru Outback, have
been so misclassified. While many two-wheel drive compact SUVs will be reclassified
beginning in MY 2011, manufacturers may opt to shift compact two- [OAR-2009-0472-
7278.1, p.3] wheel drive SUVs to a 4-wheel drive platform keep them on the truck curve,
affecting the outcome of the program. [OAR-2009-0472-7278.1, p.4]

To ensure that we achieve 250 g/mi and 34.1 mpg in MY 2016, both agencies

should include manufacturer-specific, automatic ratchet ‘backstops’ — essentially hard
fleetwide limits that would undergird the attribute curves, thereby accounting for fleet
mixes and classifications that had not been predicted. The proposed rule recognizes

the potential of backstops, acknowledging that “[o]ne way to assure that

emissions reductions are achieved is through the use of explicit backstops, fleet
average standards established at an absolute level.” Another option would be to

require automakers who miss the 2016 targets make up that difference with banked
credits. Banked credits would be turned into EPA and NHTSA and therefore retired from
the system and make up for shortfalls. Yet, both EPA and NHTSA fail to adopt this
simple fail-safe approach save for in the limited case of mileage standards for domestic
cars. We urge the agencies to reconsider this choice. Below are detailed comments on
both agencies authority to adopt backstop standards. [OAR-2009-0472-7278.1, p.4]

The Clean Air Act affords EPA broad discretion to shape its rulemakings to be as
effective as possible. Section 202(a) of the Act provides that EPA shall propose
“standards applicable to the emission of any air pollutant from any class of classes of new
motor vehicles or new motor vehicle engines, which in [EPA’s] judgment cause, or
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contribute, to air pollution which may reasonably be anticipated to endanger public health
or welfare.28 It gives EPA significant authority to prescribe the precise form of these
standards, as the proposed rule rightly states.29 So, as the proposed rule states, “[a]
backstop . . . could be adopted under section 202(a) of the [Clean Air Act].”30 EPA has
already described the acute dangers of allowing continued increases in greenhouse gases
in its proposed endangerment and cause or contribute findings.31 Given that the statute’s
“primary goal” is “pollution prevention,” (42 U.S.C. 87401(c)), EPA should be taking
every measure to ensure that its proposed rule successfully drives reductions in the
vehicular greenhouse gas emissions it has identified as an acute threat to public health
and welfare.

EPA’s prior work on setting greenhouse gas standards for vehicle referenced a possible
“automatic ratchet.” EPA should determine what appropriate annual targets for cars and
light trucks would be based upon a steady increase to meet the 2016 standards — and,
indeed, it has already done this in the process of developing its attribute-based curves.
Second, EPA would include a ‘ratchet” mechanism in the rule that worked as follows: At
the end of every year, EPA would determine whether the actual fleet produced in that
year was consistent with its original predictions. If not, EPA would automatically revise
the attribute-based curves for the next year to make up the difference. Manufacturers
would respond by either meeting the new standards directly or by disgorging any credits
they had earned through over-compliance in past years. In this way, the ‘backstop’ acts
solely through adjustments in the attribute-based curves.

For the reasons we have already discussed in these comments, backstop standards help
ensure that EPA’s goals will be met, acting to buffer the attribute-based curve system
from unanticipated problems. EPA should adopt this valuable tool. It is, moreover,
particularly important the EPA do so if NHTSA ultimately does not. Because EPA’s rules
intertwine with NHTSA'’s, EPA could be badly undermined if neither it nor NHTSA put
a backstop in place. In sum, backstop standards are not hard to write and, if the system
functions properly, may never need to be implemented. They are a valuable form of low-
cost insurance, available to both agencies as they work to help America solve the “urgent
and closely intertwined challenges of energy independence and global warming.”

2842 U.S.C. § 7521(a)(1).

29 See 74 Federal Register at 49,464 (collecting cases, including NRDC v. EPA, 655
F.2d 318 (D.C. Cir. 1981)).

30 74 Federal Register at 49,493; see also id. at 49,513 (describing, correctly, EPA’s
broad authority to design effective rules).

31 See generally 74 Federal Register 18,886 (Apr. 24, 2009) at 49,458. We urge EPA and
NHTSA to take the prudent course and put manufacturer specific, automatic ratchet
backstops in place.

[See docket number [OAR-2009-0472-7278.1, pp.10-11]
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[Sierra Club also submitted these comments as testimony at the Detroit public hearing,
See docket number EPA-HQ-OAR-2009-0472-6185, p. 27.]

United Auto Workers

The EPA requested comments on the desirability of establishing alternative backstop
standards for greenhouse gas emissions. The UAW believes that this is undesirable and
unnecessary. Doing so would jeopardize the carefully crafted harmonization the agencies
have achieved under these proposed regulations, eliminating or severely limiting the
benefits of a unified national program and raising the cost of any particular level of
regulation. [OAR-2009-0472-7056.1, p.2]

California Air Resources Board

The agencies sought comment on whether a backstop should and can be implemented to
guarantee emission reductions from these attribute-based standards. CARB strongly urges
the EPA to include a backstop measure in the final rule. The fleet composition in model
year 2008 — the baseline model year used by the agencies to project fleet composition in
future years — demonstrated a significant shift in consumer preference to smaller, more
efficient passenger cars due to an unforeseen increase in fuel prices and a declining
economy. This shift in consumer preference was also noticeable in the recent *“cash for
clunkers” program. Additional uncertainties in the analysis of future fleet composition
include: the methodology used by the agencies to project future fleet composition; the
impact of early credits; future oil prices; and the impact of changing economic
conditions. A backstop measure would provide assurance that, regardless of any
unforeseen changes in fleet mix, the GHG emission reductions expected from the
program would be achieved.

Contrary to the Alliance’s argument (Document ID EPA-HQ-OAR-2009-0472-6952.1),
Massachusetts et al. v. EPA said very little about EPA’s and NHTSA'’s respective duties,
did not direct the agencies to avoid inconsistency, and does not preclude EPA from
promulgating a backstop. 549 U.S. 497, 532 (2007). Rather, the Court merely stated that
the agencies could fulfill their respective obligations while avoiding the inconsistency.
This nuanced distinction is important, as the Central Valley and Green Mountain further
delineated those obligations and found that EPA can fulfill its public health and welfare
mandate — which a backstop could serve to ensure — while NHTSA fulfills its fuel
economy mandate.

In addition, the Alliance’s practical considerations, suggesting a backstop is unnecessary,
are less than reassuring. First, manufacturers can increase vehicle footprints and offset
their supposed increased weight penalty by down weighting. Second, manufacturers need
not change vehicle platforms mid-stream if their sales were originally targeted to larger
vehicle models than those estimated in the joint proposal. Third, their extreme case of
offsetting any increase in car efficiency by increasing vehicle footprint is a red herring;
backstops typically under discussion instead are proposed (as noted above) to preserve
the greenhouse gas reductions envisioned for this program should any unforeseen
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changes in fleet mix occur. So rather than rely on an industry that has deftly exploited
regulatory loopholes and marketing tricks to sell larger and heavier vehicles, EPA has an
opportunity to ensure that the greenhouse gas emissions it is mandated to achieve actually
come to fruition. [OAR-2009-0472-7189.1, pp.3-4]

[CARB also submitted these comments as testimony at the Los Angeles public hearing.
See docket number OAR-2009-0472-7283, pp. 21-27]

Center for Biological Diversity

The Proposed Rule Should Include Backstops to Assure That Minimum Mileage and
GHG Emission Standards Are Met

As the court in Center for Biological Diversity determined, although EPCA does not
explicitly require a backstop to assure that minimum feasible average fuel economy
standards are met for each model year, the Agencies cannot act arbitrarily or capriciously
in not adopting a backstop. Id., 508 F.3d at 537-538. See also 49 U.S.C. § 32902(a)(6).
Moreover, voluntary non-compliance with air pollution standards set under the Clean Air
Act is not permitted.

Proposed Rule, 74 Fed. Reg. 49522. In other words, the failure to meet a minimum
“backstop” pollution standard violates the CAA. Here, the Proposed Rule contemplates
so many credit swaps, special programs and other loopholes that it cannot predict what
fuel efficiency standard or GHG emission standard will actually be met in any given
year....This outcome is impermissible under Center for Biological Diversity, 508 F.3d at
537-539. The Agencies should set backstops or eliminate all loopholes, credits and other
mechanisms that allow minimum standards to be flouted. [OAR-2009-0472-7265.1, p.
18]

National Automobile Dealers Association (NADA)

EPA should defer to the CAFE program by not incorporating backstops into its GHG
rules and by clarifying that it will adjust its mandates as necessary should initial
feasibility and practicability calculations prove too ambitious. Any failure to do so would
undermine the concept of a single National Program and, helping to prove the above-
stated contention that the issuance of a duplicative EPA standard makes little sense.
[OAR-2009-0472-7182.1, p.7]

Non-CO2 light-duty GHGs effectively are regulated by CAFE and, to some extent, even
by existing tailpipe standards. In light of their de minimis global warming potential
compared to CO2 separate standards/backstops for non-CO2 GHGs are unnecessary and
would be redundant. [OAR-2009-0472-7182.1, p.7]

Connecticut Department of Environmental Protection

First, DEP supports the proposed emissions standards as cost effective and technically
feasible. DEP also supports the use of flexible individual manufacturer compliance plans
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as a cost mitigation policy, but believes such plans must- ultimately provide the
anticipated fuel savings and GHG emission reductions benefits associated with the
proposed rules. In the event that manufacturers default to widespread vehicle upsizing as
a compliance strategy, the proposed rules should consider a trigger under which a back
stop framework (either under the Clean Air Act, or the Energy Independence and
Security Act) would be implemented. Lacking such a critical assurance, DEP believes
future coordination among the states, the federal government and vehicle manufacturers
in the post 2016 timeframe will be difficult to maintain. [OAR-2009-0472-7301, p.2]

State of New Jersey

In several places throughout the proposal, the Agencies request commenter input on their
determination to use attribute-based standards. While we understand why the Agencies
determined to rely on attribute-based standards when establishing the federal motor
vehicle control program, the Department is concerned with the attribute-based approach.
By allowing manufacturers to meet less stringent fuel economy standards through
expanding the vehicle's footprint, the attribute-based approach could encourage
manufacturers to produce larger vehicles.

If this were to occur, the greenhouse gas reductions from the proposed standards may not
be achieved. In addition, the impact of the civil penalty of $5.50 for each tenth of a mile
per gallon is negligible for the manufacturers of trucks with larger footprints. These
concerns could result in manufacturers * shifting to produce larger vehicles, which would
significantly lessen the estimated greenhouse gas reductions estimated from the
implementation of this proposal.

Because of these and other potential concerns, the Department recommends that the
Agencies establish a backstop measure in its final rulemaking to preserve the estimated
reductions in greenhouse gas emissions. The backstop could state that a certain fraction
of the estimated greenhouse gas emission reductions based on the current fleet mix must
he achieved under these rules or the backstop measure would become effective. [OAR-
2009-0472-7109.1, p.5]

Massachusetts Department of Environmental Protection

Shift of Light-Duty Trucks into the Car Category :A key element of the proposed
rulemaking is that the increase in MPG and reduction in carbon emissions will be partly
achieved by shifting most two-wheel drive SUV's into the car category, thereby falling
under a requirement for higher MPG and lower carbon emissions. Thus, it is projected
that cars, which are now around 50% of new car sales, will rise to 67% of such sales
through this adjustment. However, it would be a relatively simple matter for
manufacturers to avoid this shift by selling more four-wheel drive SUV's relative to two
wheel-drive vehicles, and to provide consumers with incentives to make such purchases.
Should this happen, the proportion of light-duty trucks in the fleet might not fall nearly as
much as EPA and NHTSA are projecting, and overall MPG could be substantially worse
than the projections in the proposal.
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Massachusetts believes that EPA and NHTSA should take whatever steps are necessary
to prevent such a result. One way to do this would be to have a 'backstop’ or re-
calculation of the MPG and emission requirements every couple of years, so that if the
fleet mix contains a higher proportion of light trucks than is currently forecasted, then
separate requirements on both categories would be tightened. If this backstop were
adopted in the final regulations, it could remove any incentive for the manufacturers to
encourage shifts from two-wheel to four-wheel drive sales, thereby forestalling the need
to implement the tightened standard.

[OAR-2009-0472-7195.1, p.2]
Washington Department of Ecology

Second, history shows that efficiency and emissions reduction gains from motor vehicle
emission control can be offset by changes in the fleet mix between passenger cars and
light duty trucks. For example, the shift from cars to SUVs increased smog-forming
emissions and led California and EPA to adopt uniform emission standards for most
passenger vehicles. Ecology urges EPA and NHTSA to consider a potential backstop
mechanism to preserve the projected GHG reductions over time should the future fleet
mix change significantly. [OAR-2009-0472-7299, p.2]

Mass Comment Campaign (2322, unknown organization)

The best defense would be the establishment of a 'backstop' to preserve oil savings and
greenhouse gas reductions projected under this program. [OAR-2009-0472-5747, p.1]

University of Pennsylvania Environmental Law Project

Another significant problem with the proposed rule is that it is based on uncertain
projections of future vehicle footprints, vehicle fleet composition, miles driven, and other
relevant variables. While it is obviously unavoidable to base the policy on uncertain
future outcomes to some degree, the policy does not guarantee any reduction in
greenhouse gas emissions. While it is desirable to maintain a degree of flexibility, it is
also essential that greenhouse gas emissions are significantly curtailed. Thus, the policy
should create mechanisms whereby minimum reductions are ensured, even if the
projections turn out to be in significant error. [OAR-2009-0472-7286.1, p. 18]

American Lung Association of California

The American Lung Association of California urges the federal EPA to move forward to
adopt the proposed Clean Cars standard, and to adopt the strengthening changes
recommended by the Natural Resources Defense Council and the Union of Concerned
Scientists. These recommendations include: 1) add an automaker specific backstop to
ensure that the expected level of greenhouse gas emissions reductions are achieved.
[OAR-2009-0472-7216, p. 2]
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Environment Michigan

[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, p. 69.]

In addition to addressing these specific issues, we urge you to include a backstop in the
program that will ensure that the program meets the President's goals for reducing
pollution and saving oil.

Environment New Jersey

And then, finally, we definitely want to make sure there is a backstop in the program to
make sure the program meets the President's goals for reducing pollution and saving oil.
[EPA-HQ-OAR-2009-0472-4621, p.76]

Citizen Kathy Seal

[These comments were submitted as testimony at the Los Angeles public hearing. See
docket number OAR-2009-0472-7283, p.148]

Please consider also the backstop measures to ensure that industry stays on track, the
backstop measures that | believe other people have already described today on the panels.

Mass Comment Campaign (326, Student PIRGS)

President Obama has promised that the standards will cut carbon dioxide pollution by
950 million metric tons and oil use by 1 .8 billion barrels of oil over the lifetime of the
vehicles sold under the program. However, the proposed standards include loopholes that
put these goals at risk. To ensure that the President's goals for reducing pollution and
cutting oil use are met, please include a backstop in the final rule. [EPA-HQ-OAR-2009-
0472-11293, p. 1]

EPA Response:
Whether EPA Has the Statutory Authority to Establish GHG Emissions Backstops

EPA received only a few comments that directly address the question of whether EPA
has the statutory authority to establish one or more GHG emissions backstops. Ford
claimed that EPA’s statutory authority is “highly questionable,” with its main legal
arguments being that the Clean Air Act does not mention the concept of backstop
standards, and that backstop standards would yield “two sets of standards” and that “there
is nothing in the CAA to suggest that Congress intended multiple “layers’ of standards to
apply to vehicle emissions.” The Alliance of Automobile Manufacturers stated that EPA
authority was “unclear.” Toyota stated that “EPA’s authority may be ambiguous.”
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On the other hand, Sierra Club emphasized EPA’s “broad discretion” under the CAA and
argued that EPA does have the authority to establish GHG emissions backstops. Many
other commenters (see next section) that endorsed GHG emissions backstops presumably
believe that EPA does have statutory authority in this area, though they did not address
the legal arguments.

EPA agrees with the Sierra Club and strongly reaffirms its position from the proposal that
EPA has the discretion to adopt GHG emissions backstops, where appropriate in light of
the factors relevant under section 202(a)(1).

Whether EPA Should Establish GHG Emissions Backstops

Most of the comments that EPA received on backstops pertained to whether EPA should
or should not adopt GHG emissions backstops.

Many commenters supported the establishment of GHG emissions backstops: Northeast
States for Coordinated Air Use Management, Public Citizen/Safe Climate Campaign,
Union of Concerned Scientists, Natural Resources Defense Council, American Council
for an Energy Efficient Economy, California State Senator Fran Pavley, Sierra Club,
California Air Resources Board, Center for Biological Diversity, Connecticut Department
of Environmental Protection, State of New Jersey, Massachusetts Department of
Environmental Protection, Washington Department of Ecology, University of
Pennsylvania/Environmental Law Project, American Lung Association of California,
Environment Michigan, Environment New Jersey, and citizen Kathy Seal. EPA also
received short, “mass comments” from over 2000 private citizens supporting GHG
emissions backstops. The primary argument of supporters was that backstops were
necessary, as stated by the Natural Resources Defense Council, “to prevent intentional
and unintentional market shifts from undermining the environmental and oil savings
benefits of the Program.” The most common concern cited by many of the commenters
was that the proposed truck footprint curves yield higher GHG emissions targets than the
car footprint curves, for the same footprint values, and that this could lead some
manufacturers to consider changes to increase truck market share and decrease car market
share. Doing so would decrease the overall GHG savings associated with the standards.
In addition, some commenters stated that manufacturers might build larger vehicles
(“upsize™) than EPA projects, for example, because any amount of slope in target curves
could encourage manufacturers to upsize.

Some commenters were opposed to GHG emissions backstops: Ford Motor Company,
Association of International Automobile Manufacturers, Alliance of Automobile
Manufacturers, Toyota Motor North America, United Auto Workers, and the National
Automobile Dealers Association. Opponents of backstops argued that upsizing was
unlikely and emphasized the anti-backsliding characteristics of the target curves (i.e., the
Alliance of Automobile Manufacturers and Toyota said that upsizing would not
necessarily make compliance with applicable standards easier, since larger vehicles tend
to be heavier and heavier vehicles tend to achieve worse fuel economy/emissions levels).
Backstop opponents also claimed that universal backstop standards could restrict
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consumer choice of vehicles. Finally, opponents argued that if EPA were to adopt
backstop standards while NHTSA did not, this would create “new inconsistencies
between the two programs, rather than further the goal of harmonization” (Ford Motor
Company).

EPA is not finalizing GHG emissions backstop standards for the following reasons.

One, EPA is confident that our projections of the future fleet mix are reliable, and that
future changes in the fleet mix of footprints and sales as a result of this rule are not likely
to lead to more than modest changes in projected GHG emissions reductions. The
agencies acknowledge that based on economic and consumer demand factors that are
external to this rule, the distribution of footprints in the future may be different (either
smaller or larger) than what is projected in this rule. However, the agencies continue to
believe that there will not be significant shifts in this distribution as a direct consequence
of this rule.

As explained elsewhere in the rulemaking documents, EPA’s projections of the future
fleet are based on the most reliable, transparent information currently available.
Moreover, recent market trends are consistent with EPA’s future fleet projections,
showing shifts from light trucks to passenger cars and increased emphasis on higher fuel
economy and lower greenhouse gas emissions. For example, NHTSA’s March 2009 final
rule establishing MY 2011 CAFE standards was based on a forecast that passenger cars
would represent 57.6 percent of the MY 2011 fleet, and that MY 2011 passenger cars and
light trucks would average 45.6 square feet (sf) and 55.1 sf, respectively, such that
average required CAFE levels would be 30.2 mpg, 24.1 mpg, and 27.3 mpg, respectively,
for passenger cars, light trucks, and the overall light-duty fleet. Based on EPA and
NHTSA'’s current market forecast, even as soon as MY 2011, passenger cars will
comprise a larger share (59.2 percent) of the light vehicle market; passenger cars and
light trucks will, on average, be smaller by 0.5 sf and 1.3 sf, respectively; and average
required CAFE levels will be higher by 0.2 mpg, 0.3 mpg, and 0.3 mpg, respectively, for
passenger cars, light trucks, and the overall light-duty fleet.

Two, EPA does not believe that the risk of changing vehicle offerings to “game” the
passenger car and light truck definitions is as great as some commenters imply for the
model years in question. NHTSA’s recent clarification of the light truck definitions,
which EPA is adopting in its vehicle classifications for the GHG program, has reduced
the potential for gaming, and resulted in the reclassification of over a million vehicles
from the light truck to the passenger car fleet. The changes that commenters suggest
manufacturers might make may not be so simple nor so likely to be accepted by
consumers. For example, 4WD versions of vehicles tend to be more expensive and, other
things being equal, have inherently lower fuel economy than their 2WD equivalent
models. Therefore, although there is a market for 4WD vehicles, and some consumers
might shift from 2WD vehicles to 4WD vehicles if 4WD becomes available at little or no
extra cost, many consumers still may not desire to purchase 4WD vehicles because of
concerns about cost premium and additional maintenance requirements; conversely,
many manufacturers often require the 2WD option to satisfy demand for base vehicle
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models. Additionally, increasing the footprint of vehicles involves platform changes,
which usually requires a product redesign phase. Alternatively, turning many 2WD
SUVs into 2WD light trucks would require manufacturers to squeeze a third row of seats
in or significantly increase their GVWR, which also requires a significant change in the
vehicle’s overall design.

Three, EPA believes that the shapes of the car and truck footprint curves, including the
“flattening” at the largest footprint values, tend to avoid or minimize regulatory
incentives for manufacturers to upsize their fleet to change their compliance burden.
Given the way the curves are fit to the data points (which represent vehicle models’ GHG
emissions and fuel economy mapped against their footprint), the agencies believe that
there is little real benefit to be gained by a manufacturer upsizing its vehicles. The
agencies’ analysis indicates that, for passenger car models with footprints falling between
the two flattened portions of the car footprint curve, the actual slope of fuel economy
with respect to footprint, if fit to that data by itself, is about 27 percent steeper than the
curve being promulgated today. This difference suggests that manufacturers would, if
anything, ease their compliance burden by reducing vehicle footprint than by increasing
vehicle footprint. For light trucks, the agencies’ analysis indicates that, for models with
footprints falling between the two flattened portions of the corresponding curve, the slope
of fuel economy with respect to footprint is nearly identical to the curve being
promulgated today. This suggests that, within this range, manufacturers would typically
have little incentive to either incrementally increase or reduce vehicle footprint. A
number of commenters, including Honda, affirmed that this is the case.

At the same time, adding another backstop standard would have virtually no effect if the
standard was weak, but a more stringent backstop could compromise the objectives
served by attribute-based standards — that they distribute compliance burdens more
equally among manufacturers, and at the same time encourage manufacturers to apply
fuel-saving technologies rather than simply downsizing their vehicles, as they did in past
decades under flat standards. This is why Congress mandated attribute-based CAFE
standards in EISA. This compromise in objectives could occur for any manufacturer
whose fleet average was above the backstop, irrespective of why they were above the
backstop and irrespective of whether the industry as a whole was achieving the emissions
and fuel economy benefits projected for the final standards, the problem the backstop is
supposed to address. For example, the projected industry wide level of 250 gm/mile for
MY 2016 is based on a mix of manufacturer levels, ranging from approximately 205 to
315 gram/mile> but resulting in an industry wide basis in a fleet average of 250 gm/mile.
Unless the backstop was at a very weak level, above the high end of this range, then some
percentage of manufacturers would be above the backstop even if the performance of the
entire industry remains fully consistent with the emissions and fuel economy levels
projected for the final standards. For these manufacturers and any other manufacturers
who were above the backstop, the objectives of an attribute based standard would be
compromised and unnecessary costs would be imposed. This could directionally impose
increased costs for some manufacturers. It would be difficult if not impossible to
establish the level of a backstop standard such that costs are likely to be imposed on

® Based on estimated standards presented in Preamble tables 111.B.1-1 and 111.B.1-2.
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manufacturers only when there is a failure to achieve the projected reductions across the
industry as a whole. See comments from Ford Motor Company above supporting this
reasoning. An example of this kind of industry wide situation could be when there is a
significant shift to larger vehicles across the industry as a whole, or if there is a general
market shift from cars to trucks. The problem the agencies are concerned about in those
circumstances is not with respect to any single manufacturer, but rather is based on
concerns over shifts across the fleet as a whole, as compared to shifts in one
manufacturer's fleet that may be more than offset by shifts the other way in another
manufacturer's fleet. However, in this respect, a traditional backstop acts as a
manufacturer specific standard.

While the simplest form of GHG emissions backstop is a universal standard, i.e., a single
gram/mile level that no manufacturer could exceed, a few commenters suggested
alternative GHG emissions backstop approaches. The most common alternative
approach suggested by commenters was an industry-wide “trigger” or “ratchet” approach,
whereby EPA would build into the standards an automatic lowering or flattening of the
GHG-footprint curves if the industry-wide model mix and footprint characteristics
changed sufficiently to reduce the actual GHG emissions savings relative to the projected
GHG emissions savings. The concept of a ratchet mechanism recognizes the problem
discussed above,, and would impose the new more stringent standard only when the
problem arises across the industry as a whole. While the new more stringent standards
would enter into force automatically, any such standards would still need to provide
adequate lead time for the manufacturers. Given the short lead-time already before the
2012 model year, a ratchet mechanism in this rulemaking that would automatically
tighten the standards at some point after model year 2012 is finished and apply the new
more stringent standards for model years 2016 or earlier, would fail to provide adequate
lead time for any new, more stringent standards. Since the GHG emissions standards
remain in effect unless and until they are changed, there would be greater lead time for
future years beyond model year 2016. However, as discussed below, EPA believes the
better course is to monitor model mix and footprint characteristics, and associated GHG
emissions reductions, and reconsider this issue in the future if a problem arises.

EPA believes that it has ample reasons to choose not to exercise its discretion under
section 202 (a) (1) to adopt a backstop. EPA consequently disagrees with the Center for
Biological Diversity that any choice not to adopt a backstop would be impermissibly
arbitrary.

Although EPA is not adopting GHG emissions backstops, EPA plans to conduct and
document retrospective analyses to evaluate the model mix and footprint characteristics
of the future fleet during the rulemaking timeframe and to compare these characteristics
to what EPA has projected in this rulemaking analysis. 1f EPA determines that there is a
significant shift in the industry’s product mix resulting in a relaxation of their estimated
targets and overall GHG emissions savings, EPA will reconsider the relative merits of
GHG emissions backstops in future rulemakings under the CAA.
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4. EPA Response to Comments on Joint Issues and Technical Work

4.1. Baseline Market Forecast

Organization: International Council on Clean Transportation
Comment:

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, p. 58]

The technical analyses conducted by EPA and NHTSA are sound and demonstrate that
proposed standards are feasible and the benefits of the rule far outweigh the costs. The
analytical perimeter also provides a good base for further reductions in fuel consumption
and greenhouse gas emissions beyond 2016.

EPA Response:

The EPA appreciates the positive feedback on the methodology used in the proposal. We
continue to believe to that our methodology is a transparent way to accurately assess the
costs and benefits of the rule.

Organization: Dr. Walter McManus, Ph.D., Research Scientist, University of Michigan
Transportation Research Institute (UMTRI)

Comment:

NHTSA has historically based its analysis of potential new CAFE standards heavily on
private information—extensive and detailed product plans for vehicles, engines, and
transmissions. This private information is obtained voluntarily, and NHTSA is obligated
to prevent its public disclosure. [OAR-2009-0472-3651.1, p.3]

The new approach is more transparent. The information sources (with few exceptions),
are all either in the public domain, available to the public upon request, or available
commercially. This is arguably the most profound change in the methodology. In the
past, the process was essentially immune from rigorous review. In the new process,
anyone can repeat and review the analyses done by the agencies. [OAR-2009-0472-
3651.1, p.3]

Transparency produces some tangible benefits to consumers and automakers. The new
approach reduces the potential for errors (whether of omission and/or commission) that
have been observed in past responses to NHTSA'’s requests. The new approach more
accurately measures the incremental costs and benefits of the proposed standards. The
product plans submitted recently show a significant increase over prior plans in
applications of technology to improve fuel economy. To the extent that improvements
have been planned in anticipation of future increases in CAFE standards, they should not
be in the baseline. They would be in the old process. [OAR-2009-0472-3651.1, p.3]
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[[Dr. McManus, also submitted these comments as testimony at the Detroit public
hearing, See docket number EPA-HQ-OAR-2009-0472-6185, pp. 36-37.]

EPA Response:

The EPA appreciates the positive feedback on the methodology used in the proposal. We
continue to believe to that our methodology is a transparent way to accurately assess the
costs and benefits of the rule.

Organization: Public Citizens and Safe Climate Campaign

Comment:

We appreciate and support the agencies’ use of publicly available information about
technology adoption. NHTSA'’s previous approach, using confidential product plans
made it impossible for the public to verify NHTSA'’s technology forecast. It also
introduced the potential for automakers to game the standard-setting process by providing
incomplete or misleading product plans. Using publicly available data makes the
standards more transparent and provides the opportunity for broader participation in
estimating the technological feasibility of improving vehicle efficiency. [OAR-2009-
0472-7050.1, p.10]

EPA Response:

The EPA appreciates the positive feedback on the methodology used in the proposal. We
continue to believe to that our methodology is a transparent way to accurately assess the
costs and benefits of the rule.

Organization: New York State Department of Transportation

Comment:

The baseline condition used in the analysis of alternatives for the previous CAFE
proposals was based on manufacturers' confidential plans for each model year, whereas
the baseline in this proposal is based on each manufacturer's actual MY 2008 fleet. We
agree that this approach will result in more complete market data and is more transparent
than relying on manufacturers' confidential plans. [OAR-2009-0472-7531.1, p.2]

EPA Response:

The EPA appreciates the positive feedback on the methodology used in the proposal. We

continue to believe to that our methodology is a transparent way to accurately assess the
costs and benefits of the rule.

Organization: Kleinbaum, Rob

Comment:
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As Ronald Reagan used to say, we need to trust but verify. And that, it seems, is exactly
what the new rule does. Central to the success of both the rule and the automakers, is
transparency. [OAR-2009-0472-4074, p.2]

Much of the debate on the impact of fuel economy has been clouded by the fact that data
and assumptions are not disclosed. NHTSA has historically based its analysis of potential
new CAFE standards heavily on private information-extensive and detailed product plans
for vehicles, engines, and transmissions. This private information is obtained voluntarily,
and NHTSA is obligated to prevent its public disclosure. [OAR-2009-0472-4074, p.2]

The new rule's proposed approach is more transparent, with most sources in the public
domain or readily available. This is a critically important change in the methodology
since, in the new process, anyone can repeat and review the analyses done by the
agencies. [OAR-2009-0472-4074, p.2]

EPA Response:

The EPA appreciates the positive feedback on the methodology used in the proposal. We
continue to believe to that our methodology is a transparent way to accurately assess the
costs and benefits of the rule.

Organization: American Council for an Energy Efficient Economy
Comment:

ACEEE applauds USEPA and NHTSA for taking the enormous step towards energy
security and environmental protection that this joint rulemaking represents. The proposed
rule offers very substantial increases in fuel economy and reductions in vehicles’
greenhouse gas emissions.

The rule also reflects important analytical improvements over the approach taken in
previous rulemakings, especially the more thorough and transparent analysis of the
technical potential to reduce emissions and fuel consumption, and the associated costs. In
addition, the agencies’ use of a publicly available data set fully describing the reference
fleet, rather than confidential manufacturer product plans, to develop the rule allows the
public to understand in detail the basis for the standards. [OAR-2009-0472-7260.1, p.1]
[ACEEE also submitted these comments as testimony at the New York public hearing,
See docket number OAR-2009-0472-4621, pp. 138.]

EPA Response:
The EPA appreciates the positive feedback on the methodology used in the proposal. We
continue to believe to that our methodology is a transparent way to accurately assess the

costs and benefits of the rule.

4.1.1. 2008 Baseline Fleet
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Organization: Ford Motor Company
Comment:

Pursuant to the National Highway Traffic Safety Administration's (NHTSA's) September
22nd, 2009 Request for Product Plan Information (74 FR 48192) to acquire new and
updated information regarding vehicle manufacturers' future product plans to aid in
establishing model year 2012-2016 passenger car and light truck average fuel economy
standards, Ford Motor Company (Ford) conducted an assessment of its future product
plans and concluded that they are materially unchanged from our May 1, 2009
submission. Ford requests that NHTSA and EPA continue to reference the Ford
submission to the NHTSA Office of the Chief Counsel Docket Number NHTSA-2009-
0042, Docket ID: NHTSA-2009-0042-0006.1. Ford requested and was granted
confidential treatment for designated information in that submittal. Confidential treatment
of such information continues to be appropriate until the end of the specified or
applicable model year identified in the submittal, for the reasons outlined in the May |
cover letter. Should the agency have any questions regarding Ford's product plan
information, please contact Cynthia Williams. In the event of any questions about the
confidential nature of the May 1 submittal, please contact Mark Edie, Office of the
General Counsel, Ford Motor Company, Suite 450, 1350 I St. NW, Washington D.C.
20005. [NHTSA-2009-0059-0063.1, p. 1]

EPA Response:

The EPA appreciates the update on the status of Ford's product plan. The agency has
treated all manufacturers' product plans as confidential business information and has not
released or otherwise divulged any confidential information in the baseline fleet utilized
for analytical purposes in each agency’s rules. Also, it is important to note that the
baseline fleet was not updated to reflect information that would have been available at the
end of the 2009 model year. The baseline fleet continued to be constructed from publicly
available data, and based on 2008 model year vehicles for the final rulemaking. The
agencies’ reasons for doing so are set out in section 11.B.4 of the preamble to the final
rule.

Organization: General Motors
Comment:

On May 1, 2009, GM responded to a NHTSA request for a detailed product plan (EPA
was subsequently copied). As part of that submission, GM provided very detailed product
information, aligned with the restructuring plan submitted to the Treasury Department in
February 2009. Since that time, GM has gone through bankruptcy reorganization and has
updated its restructuring plan accordingly. Rather than recompiling the entire detailed
product plan spreadsheets for September 2009, below we have outlined the major
changes that have occurred since our prior submission and provide data as appropriate.
The changes can be summarized as follows:
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Discontinuation of GM Brands

The most notable change to the GM product plan is the discontinuation of 4 of our brands
and the associated models. The previous submission had included a longer wind-down of
Saturn, Saab and HUMMER, and did not anticipate the closing of Pontiac. Pontiac,
Saturn, Saab and HUMMER will no longer be part of GM in the future. Pontiac
production has already been discontinued, and we are still awaiting resolution on the
sale/disposition of Saab and HUMMER. GM is not planning on any significant 2010 MY
volume for Saturn, Saab and HUMMER and most of Pontiac (Pontiac Vibe and G6 have
2010 MY volume). [OAR-2009-0472-6953.1, p.32]

EPA Response:

The EPA appreciates the update on the status of GM's product plan. It is important to
note that the baseline fleet was not updated to reflect the new information from GM. One
reason for doing so, as noted in the preamble to the final rule, is that “although the
agencies recognize that these specific vehicles will be discontinued, we continue to
include them in the market forecast because they are useful as a surrogate for successor
vehicles that may appear in the rulemaking time frame to replace the discontinued
vehicles in that market segment.”

Market share in our reference fleet are based on CSM's 4th quarter forecast that takes into
account changes to GM's brand lineup. The projections distribute GM's market share
across all of GM's 2008 model year brands. For a complete explanation of methodology
used to create the projections and fleet file for modeling, see the first chapter of the joint
technical support document.

4.1.2. 2012 - 2016 Reference Fleet

Organization: California Air Resources Board
Comment:

The agencies have requested comment on their use of publicly available data to
determine the baseline fleet for model years 2012-2016. CARB agrees with the agencies
that this approach provides greater transparency to the process and avoids some of the
inherent problems noted in the NPRM from relying on incomplete and limited data from
manufacturers’ future production plans. The NPRM acknowledges that because future
fleet projections are based on the model year 2008 fleet some vehicles models
manufacturers have already announced for production in the near future are not included
in the analysis. We agree with the agencies that the likely impact of this omission is
minor. [OAR-2009-0472-7189.1, p.10]

[CARB also submitted these comments as testimony at the Los Angeles public hearing.
See docket number OAR-2009-0472-7283, pp. 21-27]
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EPA Response:

The EPA appreciates the positive feedback on the methodology used in the proposal. We
continue to believe to that our methodology is a transparent way to accurately assess the
costs and benefits of the rule.

Organization: General Motors
Comment:

GM recommends that the agencies reduce the projections for large pickup volume in the
future fleet in every model year, thus lowering the requirements for large pickups yet still
maintaining the overall industry goal of 250 CO, g/mile (35.5 mpg equivalent) by 2016
model year. From a baseline vehicle fleet, the agencies developed a methodology to
project the size, composition, volume and footprint of the segments of the future fleet.
The methodology projects an uncharacteristically large volume of large pickup trucks in
the future and therefore compels the results to require more reductions from this segment
of the fleet. The agencies used a forecast from CSM and added some of their own
modifications. In searching for explanations for these discrepancies, we note that the
agencies’ forecast could possibly have erroneously included some volume of unregulated
pickups. Regardless, the agencies’ projections of large pickups lead to higher overall
requirements for those vehicles. [OAR-2009-0472-6953.1, p.25]

EPA Response:

GM correctly posits that the 2011 and 2016 reference fleets used by the agencies in the
proposed rule over-project the number of large pickup trucks. EPA in fact came to this
same conclusion after issuing the NPRM, but before the comment period started. The
over-estimate at proposal occurred because the standard CSM forecast included heavy
duty class 2b and class 3 vehicles (which are not light duty vehicles, and so are not
subject to the rule). This had the effect of increasing the volumes of large pickup trucks
and full size vans disproportionately to the other truck classes. To correct the
overestimate, EPA used a custom forecast from CSM in projecting the reference fleets
used for analytical purposes for the final rule. This custom forecast had all class 2b and 3
vehicles that did not qualify as medium duty passenger vehicles removed from the
forecast.

4.2 Reserved

4.3 Reserved

4.4. Joint Vehicle Technology Assumptions

Organization:  California Air Resources Board
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Comment:

The agencies requested comment on the joint technology analysis and assumptions,
including new types of analyses introduced in this joint proposal. CARB believes the
joint technological and cost analyses are fundamentally sound. CARB supports the
agencies methodology for determining component technology costs. Clearly, component
teardown costs as determined by FEV are the most reliable method for assessing
technology costs. Absent such detailed cost data, the next best option is a bill of materials
approach — used by CARB in determining costs for California’s GHG standards —
supplemented by cost data from manufacturers, component suppliers, and public sources.
As additional teardown cost data becomes available, the agencies should include those
costs in the final rule. Given the uncertainties in the model inputs raised in our previous
comment on EPA’s estimate of future fleet mix, EPA’s use of the OMEGA model
appears to be a reasonable methodology to determine manufacturers’ technology
implementation and costs for compliance with the proposed GHG requirements.
Although CARB used a different methodology to determine the cost-effectiveness of its
GHG requirements, it is not surprising that EPA has arrived at the same conclusion
regarding what levels of GHG emission reductions are reasonable and achievable in the
same timeframe.

EPA requested comment on their estimates for diesel cost, mass reduction and material
substitution generally (techniques, costs, and effectiveness), and revised hybrid system
costs. EPA’s technology costs and effectiveness estimates generally match those
determined by CARB for the same technologies. This is not surprising because most of
the technologies are well known and are either already being implemented in vehicles or
are at the prototype stage. Concerning hybrid systems, CARB does not believe they are
required to meet the proposed standards. Nonetheless, the costs cited in the DRIA may be
reasonable when considered in the timeframe of the proposed GHG program. However,
we would note that the costs cited for power split systems seem high in light of Ford and
Toyota’s statements that they have made significant cost improvements in their hybrid
systems and are currently making some profit from their hybrid vehicles. In addition, as
hybrid drive systems and batteries undergo further refinement, their costs are expected to
decrease near and beyond 2016.

EPA also requested specific comment on their mark-up factor of between 1.11 and 1.64,
depending on the technology. As noted in our response above, CARB supports the
methodology used by the agencies to determine component costs. CARB is also
supportive of the comprehensive analysis EPA undertook to determine indirect
component costs to the manufacturer resulting from production and retail related costs.
EPA noted in its DRIA that cost multipliers will vary between components depending
on the complexity of the technology and the timeframe. CARB agrees with EPA’s
analysis that less complex and/or more mature technologies would incur lower
production and retail costs. [OAR-2009-0472-7189.1, p.10]

[CARB also submitted these comments as testimony at the Los Angeles public hearing.
See docket number OAR-2009-0472-7283, pp. 21-27]
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EPA Response:

EPA appreciates CARB's comments and agrees with them. As regards the comment on
power-split hybrid cost estimates being too high, both agencies continue to believe that
the cost estimates used in the proposal and final rules are the best estimates available at
this time. Although the agencies agree that some manufacturers have made statements
recently about improvements to their systems having resulted in cost reductions, we
prefer instead to base estimates on engineering analysis. Note also that recent
manufacturer statements pertain to existing hybrid systems based on nickel-metal hydride
battery technology while the cost estimates in our rules are based on Li-lon battery
technology. This adds another level of uncertainty to the press release type statements
made recently by auto makers.

Organization: BorgWarner
Comment:

(1) The need for technology-neutral legislation. As a supplier of multiple advanced
technologies named in the joint proposal for improving fuel economy and emissions,
BorgWarner supports technology neutrality. We believe there is no single 'silver bullet’
technology that meets the American consumers varied driving behaviors. It will take a
combination of several advanced technologies to meet the needs of automakers and
consumers seeking more fuel efficient vehicles. However, the joint proposal falls short of
achieving technology neutrality in several areas: the delay in the adoption of real-world
driving data in vehicle ratings, offering large credits for a select few technologies, and
using models that discourage the use of other effective technologies. [OAR-2009-0472-
7289], p.1

Our primary concern is the delay in adopting fuel economy and CO2 rating calculations
that are closer to the real world driving behaviors. According to a 2006 EPA study,
American consumers accumulate 57% of their miles on the highway and 43% in the city.
However, the proposed rule continues to base fuel economy and CO2 ratings on outdated
1975 data that showed the American consumer accumulated 45% of their miles on the
highway and 55% in the city. As a result, existing and proposed vehicle fuel economy
and CO2 ratings are inaccurate measures of today's real-world fuel economy and CO2
production. Continuing to rate vehicles with this inaccurate data essentially discourages
any technologies that excel in highway driving conditions (speeds over 45 mph) and may
encourage an unintended bias toward vehicles that perform better in city driving
conditions. If not addressed now, the auto industry will continue to invest and make
decisions based on outdated information for another seven years. Decisions based on
outdated calculations may not lead Americans or the auto industry to the right choices to
reduce oil dependence and real-world CO2 emissions. [OAR-2009-0472-7289, pp.1-2]

Significant long-term technology and capital decisions are being made now, and

regulations need to properly tie these decisions to real-world benefits as best as possible.
This is one of the key principles outlined in the 'Bellagio Memorandum on Motor Vehicle
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Policy," which suggests policies should be based on real-world performance compared to
societal objectives, and not given special consideration for specific fuels, technologies, or
vehicle type. Since the EPA already uses the revised driving cycles of 57% highway and
43% city in other areas such as the 'Fuel Economy Trends Report," if should be relatively
simple to change the formulas for the upfront calculations to provide a consistent
measure. No testing protocol is changed, only the weighting calculations. Implementing
this calculation change now brings us a step closer to utilizing real world measures to
provide real world results. This also supports President Obama's desire for the joint
proposal to provide clarity, stability and predictability and the EPA's own desire to tie
technologies to real-world results. [OAR-2009-0472-7289, p.2]

EPA Response:

EPA interprets the reference to “1975 data” to mean the Federal Test procedure used to
implement the standard (which reflects the relative proportions of highway/city driving
referenced in the comment). EPA believes it is premature to use different test procedures
to evaluate performance at this time as virtually all current data on technology
performance is based on 2-cycle testing. Moreover, as a matter of law, CAFE standards
for passenger cars (although not light trucks) must be established using the FTP. 42 USC
section 32904 (c). At the same time, the agencies have accounted for the difference in
real world performance in assessing the results of their respective rules, adjusting fuel
economy results by 20% to account for the difference.

4.4.1. Technologies Considered
Organization: International Council on Clean Transportation
Comment:

EPA and NHTSA conclude that “the application of diesel engines on small vehicles is not
a viable or cost effective option’. Thus, the cost and effectiveness estimates did not
include the technology of a diesel engine with lean NOx trap (LNT) catalyst after-
treatment on a small car.

While the market share of diesel passenger cars in general is currently at a very low level
in the US (<1%), the technology should not be completely ignored for the following
reasons: (1) Volkswagen and Mercedes have a history of selling diesel cars in the US,
with regular customers eager to buy diesel cars in the future. (2) Average market share of
diesel passenger cars in Europe is about 50%. European manufacturers are interested in
exporting some of their diesel models to the US to establish an additional business
segment. (3) Diesel engines are able to meet Tier 2 standards in small cars without
needing a deNOXx catalyst or urea injection (Selective Catalytic Reduction — SCR),
making compliance easier and cheaper than for larger diesel vehicles.
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Volkswagen’s success in selling smaller diesel cars in the US supports this assumption.
Volkswagen of America recently announced that 5,072 diesel vehicles were sold in June
2009, representing 26% of total sales for the month. Diesel engines accounted for 81% of
Jetta SportWagen sales, and 40% of Jetta sedan sales. For 2010 VW is introducing a
diesel version of the Golf and expects that 30% of all Golf hatchbacks sold in 2010 will
be equipped with a turbocharged diesel engine.

Given this background, ICCT suggests considering diesel technology for small passenger
cars and assessing their cost and effectiveness.

[OAR-2009-0472-7156.1, pp.22-23]
EPA Response:

The final standards, of course, do not mandate any particular technology path.
Manufacturers remain free to use any package of technologies (and other compliance
strategies, such as use of credits) to achieve their fleetwide average. The OMEGA
modeling is used by EPA to forecast potential compliance paths, not to determine the
level of the standard. That being said, EPA at proposal evaluated diesel technology in its
consideration of potential technology packages for all vehicles other than small cars, and
in the final rule, included diesel technology in the technology packages for small cars as
well. EPA is not predicting that manufacturers will utilize diesel technology to comply
with the model year 2012-2016 standards because it is considerably more expensive and
less cost effective than other potential technologies. Specifically, the diesel package was
not as cost effective as other packages in the compact car vehicle type (vehicle type 2)
and was not, therefore, chosen by the OMEGA model. This does not mean that diesel
technology is not a viable technology for small cars, but rather that using the metrics used
by the OMEGA model and the model inputs used by EPA, it was not considered to be as
cost effective as other technologies. If the consumer demands diesel technology in this
market segment, a manufacturer will probably offer it, and nothing in the rule prevents
manufacturers from doing so.

Organization: University of California, Santa Barbara, Bren Working Group on
Vehicle Fuel Economy, University of Miami, School of Law

Comment:
Stringency of Targets

The stringency of the footprint-fuel economy curve at the year 2016 represents fuel
efficiencies attainable utilizing maximum technology available at present. NHTSA and
EPA’s interpretation of 'maximum technology' is crucial to the annual increase in
stringency of this curve; this underscores the importance of assumptions pertaining to
technological advancement. According to the NHTSA/EPA joint technical support
document, many of the technologies included in the proposed ruling are currently ‘well
known' and 'readily available'. Technologies presently in the research and development
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phase were not considered because of uncertainty surrounding implementation. [OAR-
2009-0472-7188.1, p. 3]

We feel that it is inappropriate to base regulations for the year 2016 solely on
technologies that are available today. Technologies currently in the research and
development phase should be considered in setting the standards for the latter years of
this proposed ruling. [OAR-2009-0472-7188.1, p. 4]

We maintain that the fuel economy curves need to be more stringent as an incentive for
manufacturers to innovate and devote more capital to the research and development of
fuel saving technologies. Similar technology-forcing occurred in the 1970s during the
phase-in of catalytic converters in all automobiles. At that time, automakers unanimously
maintained that the high cost of phase-in exceeded the overall benefit and high
uncertainty in performance effects. In 1975, emissions standards necessitated automakers
to adopt these technologies though they previously deemed them undesirable. We
recommend that the fuel economy curves be stringent enough to encourage
manufacturers to reach for forthcoming technologies. [OAR-2009-0472-7188.1, p. 4]

Although many of these technologies are available today, the emissions reductions and
fuel economy improvements proposed would involve more widespread use of these
technologies across the light-duty vehicle fleet, which account for about 40% of all U.S.
oil consumption, and about 60% of transportation sector oil use. Ultimately, the
greenhouse gas emission reductions this program would bring about are equivalent to the
emissions of 42 million cars. [OAR-2009-0472-6770, p. 1]

When considering technological feasibility, the agencies should give consideration to
more than just currently applied technology, including experimental and developing
technology. Of course, the economic costs to manufacturers and consumers of this
potentially expensive technology must be given due weight. Technology that would
create prohibitive costs for manufacturers and/or consumers should not be required.
However, this should not imply that such technology be permanently overlooked [OAR-
2009-0472-6770, p. 1]

EPA Response:

Availability of adequate lead time is an essential component of both agencies’ statutory
mandates. EPA indeed has sound reasons for rejecting a standard based on increasing
stringencies of 6%, and the type of approach advocated by the commenter forcing
aggressive use of still-to-be-developed technologies would be more stringent still and
hence inappropriate. See preamble section 111.D.7 and comment response 3.3.3.3.1.
Even for technologies that are well known and readily available, there are two underlying
issues that affect the time frame during which these technologies can be adopted by
manufacturers. EPA determined that there is adequate lead time to employ the financial,
engineering, and other resources needed to achieve the standards, recognizing that a
significant portion of these human and capital resources would need to be expended
during the next few years. Lead time is already somewhat constrained for these model
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years, as it is now 2010 and MY 2012 is only a number of months away. The farthest
model year, 2016, also is not many years from now, given the time needed for
redesigning cars and trucks for new production. More specifically, the first set of factors
related to adequacy of lead time is manufacturers’ production capacity and the ability of
automobile manufacturers and suppliers to produce these technologies in sufficient
volumes to support all applications. For example, even though the capacity of dual clutch
transmissions continues to increase, there will not be sufficient volume to supply every
vehicle sold in the United States in the 2016 MY. The second issue concerns
coordination of technology additions with manufacturers’ design cycles. It takes several
years to redesign a vehicle, and several more to design an entirely new vehicle not based
on an existing platform. Thus, redesign cycles, i.e. consideration of the time needed to
design, are an inextricable component of adequate lead time under the Act. As noted in
section 111.D.6 of the preamble to the final rule, Vehicle manufacturers typically redesign
their vehicles every five years and it takes several years to redesign a vehicle.
Furthermore, redesigns require a significant outlay of capital from the manufacturer.
This includes research and development, material and equipment purchasing, overhead,
benefits, etc. These costs are significant and are included in the cost estimates for the
technologies in this rule. Because of the manpower and financial capital constraints, it
would only be possible to redesign all the vehicles across a manufacturer’s line
simultaneously if the manufacturer has access to tremendous amounts of ready capital
and an unrealistically large engineering staff. However no major automotive firm in the
world has the capability to undertake such an effort, and it is unlikely that the supplier
basis could support such an effort if it was required by all major automotive firms.

Consequently, EPA believes that the level of stringency chosen for the final rule is sound
and reasonable, and based on proper consideration not only of available technologies but
the costs and necessary lead time for its introduction throughout the vehicle fleet.

Organization: BorgWarner
Comment:

Finally, through the issues mentioned above and in some of the Volpe modeling, we find
the proposal offers limited credits and incentives for advanced clean diesel technologies.
The Volpe model only considers diesel technologies for vehicles with engines of 6
cylinders or more. The model does not apply diesel technologies to 4-cylinder engines,
even though these vehicles are very efficient for highway driving. In fact, clean diesels
vehicles that are emissions certified in 50 states are selling well in the US, where they are
available, as a result of their fuel efficiency. Over the next five years 4-cylinder diesel
engines will have the highest compounded annual growth rate within diesel engines in the
United States. Looking at global trends, in five years 4-cylinder diesels will account for
87% of the diesel market, and solid diesel growth is expected in even smaller engines
such as 2 and 3-cylinder engine. In 2009, the percentage of consumers selecting dean
diesel vehicles actually surpassed the percentage of consumers selecting hybrid electric
powertrain vehicles. As we transition to more fuel efficient vehicles, there is a role for
advanced light-duty diesels. Therefore, all technologies need to be on equal ground and
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evaluated/incentivized based on their real-world performance. [OAR-2009-0472-7289,
pp.2-3]

EPA Response:

Regarding Borg Warner's comment on clean diesels and, in particular, 4-cylinder clean
diesels, the agencies appreciate the views laid out by Borg Warner but emphasize that the
modeling done to support the proposed and final rules does not limit what can and cannot
be done by manufacturers to comply with the standards. Instead, the modeling done is
meant to evaluate the feasibility of, and the most cost effective means of complying with,
the new standards. In other words, the modeling done does not in any way prohibit the
technologies manufacturers may choose to use or that consumers may choose to buy.
Should manufacturers and/or consumers prefer diesel technology to other technologies
(downsized/turbocharged gasoline engines, hybrids, etc.), these technologies can be
utilized so long as a manufacturer meets its fleetwide standard.

Organization: American Iron and Steel Institute
Comment:

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, pp. 70-77.]

Steel is the basis for modern vehicles in the U.S. and around the world. Recent studies
over the last three years have found that the average light vehicle in North America
contains about 60 percent steel. Our goal, of course, in the steel industry is to keep steel
in the vehicle, to preserve and grow this vital market. Let me explain why this steel
industry objective supports the goals of EPA and NHTSA; that is, why steel technology
helps to reduce emissions associated with vehicles.

I would like to make three points today. One on reinventing steel, one on the importance
of collaboration, and the third on steel's greenness as measured by lifecycle analysis.

Now, first, the steel industry has reinvented its automotive steel products in the past and
must continue to do so in the future if it is to continue to provide safe, practical and
affordable means of reducing vehicle mass, which leads to emissions reductions. For
example, in my experience working in programs with GM, Ford, and Chrysler as well as
the new North American domestics including Toyota, Honda, Nissan, Hyundai, BMW,
Mercedes and others, | can tell you that all of these companies, which do manufacture
vehicles in North America, make use of state-of-the-art high-strength steel grades
manufactured by domestic steel mills. Now, this proposed rule on light-duty vehicle
emissions clearly reports the consensus by EPA and NHTSA that reducing vehicle weight
is an effective part of the overall strategy for meeting the proposed emissions and fuel
economy standards. EPA further has asked for comment on its conclusion that it is
'technically feasible to reduce vehicle weight without reducing vehicle size or footprint or
structural strength." I would like to say that AISI does agree with this statement since that
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is exactly what is accomplished by the effective use of advanced high-strength steels or
'‘AHSS." And I will explain this a little further.

These new steels have helped car makers to achieve 5-star crash ratings in their latest
models without increasing vehicle mass. This is consistent with EPA comments written
in the Weight Reduction and Vehicle Safety Draft on the Regulatory Impact Analysis,
talking mainly by reducing vehicle mass and including comments like the substitution of
lower density and/or higher strength materials -- going on to explain that including high-
strength steels, aluminum, magnesium, or composite materials for components currently
fabricated from mild steels. In fact, it is these AHSS grades in today's cars and trucks,
and their growth over the last 10 years, that have made steel bodies and chassis
components considerably stronger and lighter, and more crashworthy than ever before.
Such grades include 'dual phase' and 'TRIP' steels, grades that are new to these -- these
new grades now add up to about 15 percent of the average vehicle, new vehicle now
made in the U.S., and are the fastest growing materials, by the way, in today's vehicles.
These materials have already proven to reduce the mass of body structures by up to 25
percent or even more in some cases, and can do this more affordably than any other
materials considered for mass reduction. AISI believes there is more weight savings to
be gained by further using these materials in future vehicles.

My second point has to do with collaboration. AISI believes collaboration is essential for
both the steel and automotive industries to move forward and implement the technologies
that drive down emissions. Our partnering together is well known for achieving
productive results. In 1987, the Auto/Steel Partnership was formed with Chrysler, Ford,
and General Motors, and the major domestic steel mills and still operates today. In the
1990s the domestic steel companies organized with a global consortium to form the
ULSAB-ARYV and Ultra-Light Steel Auto Body, consortium of those groups, that
released a study that showed the power of advanced computer-aided design or CAE
analysis coupled with advanced high strength steels could lead to weight reduction, mass
reduction, and safe and fuel efficient vehicles. One case study done by the Auto/ Steel
Partnership examined mass reduction and safety together and did this with folks on the
vehicle front rails, an important load path in determining vehicle crash performance.
Before ULSAB -- these rails were mainly made of mild steel. After that study on ultra
light vehicles was released with the help of the Auto/Steel Partnership project re-
engineering the front rails, almost all front rails today in vehicles have been converted to
advanced high strength steel, AHSS. The project, in fact, demonstrated that front rails can
be built 25 percent lighter with AHSS and absorb the same crash energy. This was
engineered on the computer, of course, and validated, though, with actual frontal crash
tests.

My third point is that steel is a green material, in fact, greener than most people think,
particularly with respect to the emissions associated with every phase of a vehicle's life.
For example, did you know that steel has a much lower energy content per ton and
energy intensity and less CO2 emissions, therefore, than most other automotive structural
materials? This is particularly important in containing emissions in the manufacture of
vehicles.
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For example: If you compared steel to aluminum, you'd find that aluminum has over 8
times the energy intensive, magnesium 7 to 14 times, and carbon fiber over 10 times the
energy intensity of steel. Additionally, our domestic steel mills have the lowest energy
intensity per ton produced of any steel sector in the world and the domestic industry has
reduced its energy intensity by 33 percent by improvements in steel making from 1990 to
2007.

Finally, steel is really the most recycled material in the world and averages 97 percent
recycling rate, and that's the tons of automotive steel recycled divided by the tons used to
make new cars and trucks each year, and has done that for the last 20 years. This is really
why steel has such extremely low emissions when the full life cycle of the automotive
products are considered.

Therefore, let's consider really how steel contributes to emissions in three ways. In fact,
through the manufacturing phase because of its low energy emissions, in use phase
because of its ability to reduce mass, and at the end-of-life because of its high recycling
rate.

So in conclusion, the steel industry has a rich and productive history of working with its
automotive customers over the years towards objectives like mass reduction and safety --
objectives which I believe are fully consistent with those of EPA and NHTSA. Even in
these very difficult times, I can report to you that our collaborative work is going strong,
mainly because we are working on important issues for future vehicles which will lead to
vehicle emissions reductions. AISI recommends that there be serious consideration given
to the LCA or life cycle performance of materials in the manufacturing of light vehicles
in the future, mainly | mean beyond 2016. We should evaluate possible credits or
allowances for those materials which provide bona fide reduction s in emissions over a
vehicle's full life. In this way all factors will be considered towards the goal of
continuous reduction of vehicle emissions.

EPA Response:

EPA agrees with AISI that there are ways of reducing vehicle mass without negatively
affecting the vehicle’s functional objectives, including safety. As AlSI also noted, there
are many vehicles currently being manufactured and operated within the United States
that make use of high strength steel, and that high strength steel now makes up about 15
percent of the average vehicle. This further supports the EPA position that it is critical
that assessments of the relationship between vehicle mass and safety be performed, to the
extent possible, on data which reflects the safety performance of current production
vehicles. EPA also agrees that the issue of lifecycle emissions accounting may be
appropriate to consider for subsequent rulemakings. See also preamble discussion in
sections I11.C.2.b.ii and I11.C. explaining those limited instances where EPA is
considering issues of vehicles’ lifecycle emissions in this rulemaking.

Organization: Motor and Equipment Manufacturers Association
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Comment:

Standards Must Be Technology-Neutral

MEMA supported attribute-based standards, as prescribed in the Energy Independence
and Security Act of 2007 (EISA), allowing changes to a vehicle's fuel economy that do
not come at the expense of safety. Incentive language in EISA noted the important role
suppliers play in research and development of the advanced technologies necessary to
meet the fuel economic goals. No specific vehicle technology will meet all of America's
driving needs. All options must be available in order to achieve our legislative and
societal objectives of improving fuel economy, reducing emissions, and advancing
energy independence. [OAR-2009-0472-7121.1, p.3]

The supplier industry innovates, creates, and integrates many types of components and
technologies for vehicles and helps vehicle manufacturers accelerate the sort of
modifications required to get more fuel efficient, lower emitting vehicles into the hands
of consumers. The variety of means to achieve marked improvements in fuel economy
and reduced emissions is why MEMA believes it is so important for any requirements not
only to be attribute-based, but also technology-neutral. Otherwise, the risk of establishing
requirements that may tend to favor one or two types of vehicle technologies over a
myriad of other competing technologies (with equal or better performance) is too great
and is counter to the intent of EISA. In addition, favoring certain technologies may
foreclose even greater opportunities for fuel savings and emissions reductions that are
available from developments in other 'non-favored' technologies or in combining
technologies. Since a true attribute-based system is not a 'one-size-fits-all' approach, it
encourages more innovation in various vehicle types to improve fuel economy and
emissions in all vehicle classes. Unfairly favoring one or two types of technology over
others also inhibits industry innovation and limits consumer choice. [OAR-2009-0472-
7121.1, p.3]

Over time, complex combinations of vehicle technologies will increase and improve fuel
efficiency and emissions. The NHTSA Volpe model adequately addresses the synergistic
effects relating to the engine, transmission, electrification, hybrids, and other vehicle
technologies. Positive synergies, for example, can be found with light weight materials
(see Section 111.A. [OAR-2009-0472-7121.1, pp.4-5]). However, the EPA proposal does
not fully consider possible synergies that could be derived in air conditioning component
technologies relative to the credits system (See Section IV [OAR-2009-0472-7121.1,
pp.7-10]). All synergies must be fully examined and developed. [OAR-2009-0472-
7121.1, p.3]

EPA Response:

MEMA'’s comments support several facets of the rule. First, the agencies believe that
considering technologies across the entire vehicle is required in the regulation of fuel
economy and CO2 emissions. Many factors outside of the powertrain affect fuel
consumption and CO2 emissions, including aerodynamic drag, tire rolling resistance, and
electrical accessory loads and only be addressing all of them from a system perspective
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can the stringency required by this rule be obtained. Hence the use of a whole vehicle
approach in the standard-setting process. See, e.g. the introduction to section I11.D in the
preamble to the final rule. With regard to the footprint based attribute curve not
providing a technology preference, the agencies worked to provide an attribute curve that
accomplished just that, and acknowledge MEMA's endorsement of such.

Organization: Recreational Vehicle Industry Association (RVIA)
Comment:
a. Application of Technologies to Tow Vehicles

In RVIA's July 1, 2008, comments to NHTSA regarding the 2011-2016 CAFE proposal
(NHTSA - 2008-0089), we urged NHTSA to incorporate a 'heavy-tow capable' vehicle
classification so as not to negatively impact safely towing or stopping recreation vehicle
trailer combinations. While we regret that NHTSA did not incorporate this
recommendation, we appreciate the fact that the Draft Joint Technical Support Document
(TSD) prepared by EPA and DOT for this rulemaking addresses the issue of towing with
regard to the following technologies: [NHTSA-2009-0059-0107, p.2]

In discussing hybrid technologies, the draft joint TSD included the following discussion
(from pp.3-50):

Some manufacturers choose not to downsize the engine when applying hybrid
technologies. In these cases, performance is vastly improved, while fuel efficiency
improves significantly less than if the engine was downsized to maintain the same
performance as the conventional version. While this approach has been used in cars such
as the Honda Accord Hybrid (now discontinued), it is more likely to be used for vehicles
like trucks where towing and/or hauling is an integral part of their performance
requirements. In these cases, if the engine is downsized, the battery can be quickly
drained during a long hill climb with a heavy load, leaving only a downsized engine to
carry the entire load. Because towing capability is currently a heavily-marketed truck
attribute, manufacturers are hesitant to offer a truck with downsized engine which can
lead to a significantly diminished towing performance with a low battery, and therefore
engines are traditionally not downsized for these vehicles. [NHTSA-2009-0059-0107,

p.2]

In discussing electrically-driven accessories, the draft joint TSD included the following
discussion (from pp.3-60):

Indirect benefit may be obtained by reducing the flow from the water pump electrically
during the engine warm-up period, allowing the engine to heat more rapidly and thereby
reducing the fuel enrichment needed during cold starting of the engine. Further benefit
may be obtained when electrification is combined with an improved, higher

efficiency engine alternator. Intelligent cooling can more easily be applied to vehicles
that do not typically carry heavy payloads, so larger vehicles with towing capacity
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present a challenge, as these vehicles have high cooling fan loads. [NHTSA-2009-0059-
0107, pp.2-3]

In discussing integrated motor assist/crank integrated starter generator technology, the
draft joint TSD included the following discussion (from pp.3-63):

EPA relied on a combination of certification data (comparing vehicles available with and
without a hybrid system and backing out other components where appropriate) and
manufacturer-supplied information to determine that the effectiveness of these systems in
terms of CO2 reduction is 30% for small cars, 25% for large cars, and 20% for minivans
and small trucks similar to the range estimated by NHTSA for the respective vehicle
classes.. The effectiveness for small cars assumes engine downsizing to maintain
approximately equivalent performance. The large car, minivan, and small truck
effectiveness values assume less engine downsizing in order to improve vehicle
performance and/or maintain towing and hauling performance. [NHTSA-2009-0059-
0107, p.3]

In discussing 2 mode hybrid technology, the draft joint TSD included the following
discussion (from pp.3-66):

For this proposal the CAFE model considered a range of 23 to 33 percent with a midpoint
of 28 percent, assuming no engine downsizing to preserve the utility nature of medium
and large trucks (e.g., maintaining full towing capability even in situations with low
battery charge) and EPA estimates CO2 emissions reduction effectiveness to be 25
percent for large trucks (LDT3 and LDT4 categories) based on vehicle certification data.
EPA estimates an effectiveness of 40 percent for smaller vehicles. [NHTSA-2009-0059-
0107, p.3]

In discussing weight reduction, the draft joint TSD included the following discussion
(from pp.3-74):

NHTSA and EPA estimate that a 10 percent reduction in mass results in a 6.5 percent
reduction in fuel consumption while maintaining equivalent vehicle performance (i.e. 0-
60 mph time, towing capacity, etc.) which is consistent with estimates in the 2002 NAS
report. [NHTSA-2009-0059-0107, p.3]

In discussing the full series hydraulic hybrid technology, the draft joint TSD included the
following discussion (from pp.3-81):

A Full Series Hydraulic Hybrid Vehicle (HHV) is somewhat similar in concept to a full
series electric hybrid vehicle, except that the energy is stored in the form of compressed
nitrogen gas and the power is transmitted in the form of hydraulic fluid. Series

HHV technology currently under development by EPA is capable of a 40% decrease in
tailpipe CO2 emissions in the small car, large car, minivan, and small truck classes. In the
large truck class, a 30% CO2 reduction is possible. The large truck benefit is somewhat
lower than the other classes because it is assumed that a large truck requires a larger
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engine to maintain towing and hauling performance after the energy in the high pressure
hydraulic accumulator is exhausted. This technology is still under development and not
yet commercialized however there are technology demonstration vehicles in service with
UPS in daily package delivery service. [NHTSA-2009-0059-0107, pp.3-4]

RVIA commends the agencies for taking towing into consideration in conducting its
technology review. We encourage you to continue doing so and to incorporate provisions
that allow for the continued availability of safe, effective tow vehicles as you proceed in
finalizing the standards. [NHTSA-2009-0059-0107, p.4]

EPA Response:

First, many of the vehicles addressed by the commenter are not subject to this rule at all.
This rule only applies to light duty vehicles of less than 8500 Ibs. GVWR and medium-
duty passenger vehicles less than 10,000 Ibs. For those light trucks subject to the rule,
EPA recognizes that light duty vehicles specifically designed for towing must not be
compromised due to advanced GHG reducing technologies. EPA thus took care in its
analyses to recognize the utility to consumers of towing capacity and in its engine
packages used for modeling did not downsize engines (i.e. so that EPA did not seek to
evaluate the standard’s feasibility by downsizing engines). See RIA chapter 1 Tables 1-
11 and 1-12.

4.4.2. Costs and Effectiveness of Technologies
Organization: Honeywell Transportation Systems
Comment:

Honeywell seeks clarification from EPA and NHTSA on the assumptions made in
determining the cost and efficiency benefits of turbocharged engines. We offer the
agencies additional information herein for consideration in refining its assumptions. It is
now well accepted that turbocharging enables engine downsizing by allowing a smaller
engine to satisfy the power requirements typically derived only from larger engines. The
downsized engine can now meet consumer expectations while improving fuel economy
of gasoline powered passenger vehicles. [OAR-2009-0472-7165.1, p.3]

EPA and NHTSA estimate the fuel efficiency advantage [or CO2] of a turbocharged and
downsized engine to be in the range of 3 to 6 percent compared to a naturally aspirated
engine of comparable performance and estimate the cost of implementing the technology
to be in the range of $1,100. HTS would like to submit the following to show that the
benefit to fuel economy is more in the range of 15 to 20 percent and implementing the
technology is not as costly as described within the Proposed Rule. [OAR-2009-0472-
7165.1, p.3]

Conventionally, large displacement, naturally aspirated gasoline engines are used to get
high power and torque ratings. This results in the engine being operated in a throttled
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condition most of the time, negatively impacting fuel economy. Downsizing the engine
results in less throttling and higher operating efficiency, improving the overall fuel
economy of the vehicle by 15 to 20 percent. For example, in its marketing materials, Ford
claims that the 'primary benefits delivered by the Ford EcoBoost design approach
include: optimized engine efficiency - fuel consumption and CO2 emissions reduced by
up to 20 per cent; greater driving enjoyment - strong low-end torque and responsive
performance across the full rev range; and the opportunity to downsize - large-engine
performance, but with the size, weight and fuel economy of a much smaller unit. The
technology featured in Ford EcoBoost engines builds on existing petrol engine
knowledge, and offers customers a more affordable alternative to reduce carbon
emissions than equivalent hybrid or diesel engine designs.' [OAR-2009-0472-7165.1, p.3]

Turbocharging enables this downsizing by restoring horsepower and torque rating. It is
estimated that turbocharging enables about 30 to 40 percent engine downsizing, yet
delivers enhanced performance from a smaller engine with fewer cylinders than is
possible with a non-turbocharged engine. If cylinder count is reduced, the cost savings in
parts and assembly offset the costs of turbocharging. Replacing a 6-cylinder dual
overhead cam engine with a 4-cylinder turbocharged engine may be cost neutral.
Consideration of the potential to decrease cylinder count and offset costs should be
included in calculations for fleet fuel economy and implementation costs. [OAR-2009-
0472-7165.1, p.3]

HTS used four different methods to estimate the fuel economy benefits and degree of
engine downsizing made possible by gasoline engine turbocharging.

(1) Production Vehicle Data - US Market: HTS selected vehicles for sale in the U.S. for
comparison when turbocharged, downsized engines were offered as an option instead of
larger, non-turbocharged engines. HTS used data published on manufacturers' websites
for comparison. For example, we compared the fuel economy of the following vehicles
when offered for sale with and without turbo option: Passat, Passat Wagon, Mercedes E
and C class as well as CLK, and Audi A4. The scatter in the data is wide because
turbocharging is sometimes used for ‘drivability' and sometimes for fuel economy. Also,
this is not a strictly 'back to back' comparison because other changes such as direct
injection instead of port injection are also sometimes made. Nevertheless, the data is
illustrative because engine downsizing and turbocharging are the primary fuel economy
mechanisms. The data from these six vehicles show about 40 percent downsizing and
about 20 percent fuel economy improvement. [OAR-2009-0472-7165.1, p.4]

(2) Production Vehicle Data - E.U. Market: We similarly analyzed the cost and fuel
economy results from vehicles for sale in Europe, including Renault Clio, Volvo S80,
VW Golf, Opel Astra, and Audi A6. When comparing turbo and non-turbo options, it was
seen that fuel economy improvement was 12 to 18 percent with 20 to 25 percent
downsizing when the turbo option was selected. [OAR-2009-0472-7165.1, p.4]

(3) Back-to-Back Comparison - FEV Study: A study published by the power train
consulting firm FEV supports HTS' s assertion that fuel economy improvement is in the
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range of 15 percent when turbocharging and downsizing are employed by vehicles. The
variation in production vehicle data due to changes in several design parameters and due
to different design objectives has already been noted. HTS offers to EPA and NHTSA for
their consideration a study performed by FEV which tested specifically the fuel economy
improvements utilizing downsized engines with turbocharging. In the study FEV
replaced the original, nonturbocharged engine with a 20 percent and then a 40 percent
downsized, turbocharged engine. FEV observed a 13 percent and 18 percent
improvement in fuel economy from these downsizing steps. FEV observed this
improvement even though the compression ratio was reduced to enable high engine
boosting. This study is the closest 'back to back' comparison that appears to be available.
[OAR-2009-0472-7165.1, p.4]

(4) Vehicle Simulation: HTS conducted a methodical simulation of the effects of
downsizing to illustrate the benefits of turbocharged engines. First, HTS collected data on
fuel consumption maps of conventional, non-turbocharged and turbocharged engines.
HTS then averaged, normalized, and interpolated these data to construct fuel
consumption maps of a large displacement, non-turbocharged engine and two downsized,
turbocharged engines of the same power rating. Significantly, HTS analysis of this data
established that the fuel consumption of gasoline engines rises sharply as load is reduced.
In downsized, turbocharged engines this rise is below the majority of operating points for
typical drive cycles, resulting in significant fuel consumption reduction. [OAR-2009-
0472-7165.1, pp.4-5]

HTS selected a state of the art vehicle for this simulation. HTS did not change vehicle
specifications when it replaced the original, non-turbocharged engine with progressively
downsized turbocharged engines. We used simple equations for aerodynamic drag,
rolling resistance, and acceleration losses, along with a fixed passenger compartment
load, to calculate the engine speed and torque at each point of the FTP-75 cycle. HTS
then used this data to obtain the fuel consumption values from engine data maps second-
by-second through the FTP cycle. The consumption was summed to determine the total
fuel used over the cycle, resulting in 13 percent fuel economy improvement for 20
percent engine downsizing and 23 percent improvement for 40 percent downsizing.
[OAR-2009-0472-7165.1, p.5]

Each of these four methods shows consistently that 15 to 20 percent improvement in fuel
economy and 30 to 40 percent reduction in engine displacement are possible with the use
of turbocharging. HTS plotted all four data sets on the same graph and fitted a curve
through the combined set. This graph is shown in Figure 1 and confirms the benefits of
turbocharging, i.e. downsizing, and fuel economy improvement. [OAR-2009-0472-
7165.1, p.5]

These four methods all produce similar results: that turbo downsizing enables significant
fuel economy improvement when engine performance is maintained. HTS encourages
EPA and NHTSA to accurately reflect the true benefit of turbocharging in published data.
We believe these benefits to be in the range of 13 to 20 percent for 20 to 40 percent
engine downsizing. [OAR-2009-0472-7165.1, p.6]
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HTS supports EPA's current designation of the turbocharger as an emission related part
under section 207 of the Clean Air Act as described by EPA in Federal Guidance. EPA
identifies turbochargers as an example of other parts of your vehicle which have a
primary purpose other than emissions control but which nevertheless have significant
effects on your vehicle's emissions.' CO2 emission reduction is achieved as a direct result
of the possibility to downsize a turbo boosted engine, and not due to the turbocharger
itself. [OAR-2009-0472-7165.1, p.7]

EPA Response:

Turbocharged and downsized engines are considered an important technology for the
reduction of greenhouse gas emissions. The effectiveness of this technology will
continue to be evaluated as certification data is collected.

Organization: National Automobile Dealers Association (NADA)
Comment:

When calculating technology costs, all dealer costs-of—sales should be accounted for in
“dealer profit.” The finance costs paid by over 90% of consumers also must be properly
accounted for, as should unique costs characteristics associated with leases and fleet
purchases. [OAR-2009-0472-7182.1, p.10]

Costs associated with design changes necessary to maintain vehicle performance,
capability, and utility in conjunction with fuel economy/GHG technology improvements
must be accurately accounted for. Monetizing these costs captures the degree to which
consumers will forgo new vehicle purchases that fail to meet their needs and instead elect
to hold onto older vehicles longer, or to access the used vehicle marketplace. Importantly,
these marginal costs will result in marginal decreases in energy security and
environmental benefits. [OAR-2009-0472-7182.1, p.10]

Future fuel price projections are the most critical lynchpin to determining the value of
fuel savings and the benefits of National Program. NHTSA and EPA should continue to
rely on the U.S. Energy Information Administration’s (EIA) most recent reference case
fuel price projections. Of course, as demonstrated by the many years where EIA’s
projections fell above or below reality, forecasting future fuel prices is far from an exact
science. Despite the inherent volatility and uncertainty of fuel prices, the National
Program would be remiss to not use the very best models and data available or to rely on
“high” or “low” price case projections that are inherently not probabilistic. [OAR-2009-
0472-7182.1, p.10]

Criteria pollutant reduction benefits associated with the proposed National Program may
be overstated as the negative impact of inhibited fleet turnover does not appear to be
accounted for. 74 Fed. Reg. 49674-5. With respect to GHGs, only any domestic impacts
of reducing the social costs of motor vehicle CO2, should considered given that EPCA
focuses on U.S. energy security, and all other costs and benefits evaluated with respect to
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CAFE standards are domestic only. NHTSA is not justified in moving away from its
prior practice in this regard. [OAR-2009-0472-7182.1, p.10]

A discount rate of at least seven percent (or higher) should be used to estimate future
prospective benefits of the National Program. Financing rates on motor vehicle loans are
indicative of appropriate discount rates since they reflect the real-world opportunity costs
faced by consumers when buying vehicles with greater fuel economy costs associated
with them. An accurate analysis of historic loan rates and a justifiable projection of retail
loan rates for MY 2012-26 should be conducted and used. Importantly, using too low of a
discount rate, like using too high fuel price projection, will result in an overly ambitious
National Program, depressed new motor vehicle sales, and lower than projected fuel
savings and GHG reduction benefits. [OAR-2009-0472-7182.1, p.11]

EPA Response:

Regarding the NADA comment that dealer costs-of-sales should be accounted for in
"dealer profit", the agencies have included dealer costs-of-sales (selling costs) in the
indirect cost multiplier (ICM)—which makes up part of the final technology costs—as a
unique element. There is no compelling reason to include those costs in the “dealer
profit” element of the ICM. As for the finance costs paid by consumers, it is important
to note that from a social perspective, the costs of the rule are the technology costs
themselves and do not include the finance costs. While those costs are incurred by
consumers, they are merely transfer costs from the perspective of regulatory cost
analysis. We have included financing costs in our vehicle sales impacts analysis since
costs there are not social costs but rather personal costs.

Regarding NADA's comment on vehicle utility, it is important to note that the agencies
have made every effort to craft a national program that will have no impact on vehicle
utility. Vehicle performance characteristics should not change as a result of this rule. As
noted elsewhere (see, e.g. comment response 5.13), EPA accounted for costs needed to
preserve existing vehicle utility in its analyses, for example by retaining features relating
to performance in the baseline vehicle packages used as the basis for analyzing
technology cost and effectiveness. That said, vehicle performance characteristics may
well change due to consumer demand, but that would not be the result of the rule.! In
fact, EPA's analysis of the rule's impact on vehicle sales suggests that sales will increase
as a result of the rule because consumers will find the new, more efficient vehicles more
attractive than older vehicles. In short, we disagree with this comment and the premise
that compliant vehicles will have less utility and/or be less attractive to consumers.

Organization: General Motors

Comment:

! We note that CARB in its public comments “agrees with the agencies’ assumption that vehicle attributes
of performance, carrying capacity, safety, or comfort would not change under this regulation.”
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The agencies developed a baseline fleet for cars and trucks and then applied fuel
economy technologies to the fleet to create the most cost effective set of standard curves.
In this assessment, assumptions are made about the effectiveness of each applied
technology. Included herein is a detailed analysis of the technologies applied to large
pickups. The analysis shows that the effectiveness of many of these technologies is
significantly overstated. Therefore GM recommends that the obligation for large pickups,
in each year of the rule, be reduced. [OAR-2009-0472-6953.1, p.9] [[See pp.9-16 of
OAR-2009-0472-6953.1 for a detail analysis of the following technologies: Engine
Downsizing and Boosting (Turbocharging) applied to a Full-Size Truck; Variable Valve
Timing or Valve Lift; 12V Flywheel Stop/Start System; and, Dual-Clutch Automatic
Shift Manual Transmission (DCT)]]

EPA Response:

Based on a careful review of GM’s entire submission, EPA believes that the GM analysis
is largely consistent with EPA’s analysis and publically data cited within Chapter 3 of the
Technical Support Document for this rule, when GM’s analytical results are compared on
the basis of similar curb-weight and similar vehicle performance to what was used within
EPA’s analysis. In the specific case of turbocharged gasoline direct injection engines,
EPA estimates of CO2 reduction are less than publically available data for some
turbocharged direct-injected engines for future light- truck applications (see TSD Chapter
3). We agree with GM’s comments that it is unlikely that dry-DCTs will be used in light-
truck applications.

EPA’s estimated effectiveness for start-stop systems is relatively conservative when
compared to publically available data and appears to be generally consistent with GM’s
analysis.

EPA’s estimated effectiveness of variable valve timing and lift is similar to or in some
cases overlaps GM’s analysis. Insufficient detail was provided within GM’s analysis to
determine the reason for any differences.

We continue to believe that wet-DCTs provide CO2 benefit, based on the results in our
analysis within Chapter 3 of the TSD and the 2008 EPA Staff Report.

Organization: International Council on Clean Transportation

Comment:

EPA and NHTSA used different models to assess costs and benefits. NHTSA used the
Volpe model, which they have evolved over their last several CAFE rulemakings. EPA

has developed an independent model with some significant simplifications and that does
not depend on confidential manufacturer product plans. While both models are capable of
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properly assessing costs and benefits, ICCT prefers the overall EPA approach because of
its relative simplicity and better transparency.

ICCT is generally in favor of simplifying models, as long as accuracy is maintained. For
example, the EPA model assesses technology over 5 year redesign periods, instead of for
each model year. This is a good simplification, as manufacturers’ redesign plans change
frequently and annual assessments are likely to be no more accurate than assessing
technology over redesign periods.

A simplification that does not work as well is that EPA appears to assign the same
technology package improvements to each manufacturer. EPA’s model begins by
determining the specific CO2 emission standard applicable for each manufacturer, based
on the footprint and projected sales of each model, and accounts for differences in
technology for the baseline model year. However, the model implicitly assumes that
every manufacturer will implement the same technologies in the same order in the future
based on industry $/kg estimates, without looking at the specific knowledge and
experience base for each manufacturer. This simplification may be missing important
differences between manufacturers. For example, VVolkswagen is unique in having
heavily invested in diesel engines in the U.S. for decades and having a substantial share
of diesel engine in their fleet, but is far behind some manufacturers in developing and
introducing hybrid vehicles. Given their existing investments, VVolkswagen’s future
technology mix is likely to be very different from most manufacturers. Similarly, Honda
has been an industry leader in variable valve timing and cylinder deactivation, Toyota a
leader in hybrids, Nissan a leader in continuously variable transmissions (CVTs), and
Ford and a few other manufacturers have been especially aggressive in developing direct
injection, turbocharged gasoline engines. NHTSA's model is capable of assessing
leadtime, benefits, and costs independently for each manufacturer. While this is not
critical for assessing overall costs and benefits, it does help to evaluate competitive
impacts.

In the long run, the agencies should cooperate in developing a single model for setting
vehicle standards, incorporating the best features of each model while maintaining as
much simplicity and transparency as possible.

EPA is implicitly applying a separate learning curve to indirect costs, though the
reduction in the long term multiplier. However, as indirect costs are a multiple of direct
costs, learning curves applied to direct costs also reduce indirect costs. How does the
reduction in indirect costs due to learning for direct costs interact with the reduction in
the long-term multiplier?

[OAR-2009-0472-7156.1, pp.17-18]

EPA Response:

The intent of this rulemaking is to provide the most value to the consumer while still
meeting the standard. A manufacturer has many choices to meet the standard based on
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many factors such as corporate expertise, innovative technologies, consumer choice, etc.
The goal of the EPA model is to define the lowest cost technology route for each baseline
vehicle in order for the manufacturer to meet the standard. The manufactures may
implement any common or proprietary technologies in any order they choose as long as
the standard is met.

Regarding learning curves, mathematically, the comment is not incorrect. The indirect
cost multipliers are proxies for having more detailed information about the indirect costs
associated with a new technology. The method, derived from the longstanding use of
retail price equivalent multipliers, estimates indirect costs as a proportion of direct costs.
The learning curve effects are applied only to direct costs in our analysis. However, if
direct costs go down, all else equal, the assumption of this approach is that indirect costs
will go down as well.

Organization: Gluckstern, Henry
Comment:

There is ample technology on the shelf to meet the proposed standards without unduly
burdening the industry. If automakers had acted to build more efficient cars and trucks,
consumers would not have been hit as hard by $4-a-gallon gas a little over a year ago. It
is time to put fuel efficient vehicles people want to buy on the market. No passenger car
should be getting fewer than 50 miles to the gallon in the year 2010, but precious little of
the world's fleet achieves such a number. [OAR-2009-0472-5258, p. 2]

EPA Response:

EPA appreciates these comments as we move toward reducing greenhouse gasses and
dependence on limited natural resources.

Organization: Eadie, R. Frank
Comment:

I do think that -- well, it's going to need to -- let me say that one thing that could be done
and I would really like to ask that the EPA consider restrictions on idling. Idling is a very,
very large source of pollutants in Manhattan, and because you spend so much time in
traffic, there's vehicles spending so much time idling, especially buses and trucks which,
of course, put out very toxic things along with the CO2 that they're admitting, and so it's -
- you know, | would suggest that, for example, that there be automatic idle -- idling
restrictors on vehicles and that that be mandated, say after 20 seconds of idling, the
engine would automatically shut off on gasoline, diesel and fossil fuel burning engines.
That would save [EPA-HQ-OAR-2009-0472-4621, p.170] a lot of lives in a fairly short
period of time, and certainly we have the technology nowadays that, for example, the
engine could be restarted by simply pushing the accelerator. That happens in the hybrid
vehicles now. So it should be mandatory on all new vehicles, maybe retrofitted after, you
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know, 2015 or something, that all vehicles be retrofitted with that kind of a thing. This is,
of course, a major problem. It's not just New York that has congestion problems. [EPA-
HQ-OAR-2009-0472-4621, p.170]

So I have one other. | want to ask that you communicate with your leaders at all levels
about this new rule, that you seriously look at the new reports that are coming out and
begin to think in a very friendly way, you basically have to -- I'm actually old enough to
remember the Second World War, and, you know, what happened then is what has to
happen now. We have to go on a war footing, a real war footing, not an Iraq war kind of
footing, but a real footing where the President calls together the industry leaders and the
best scientists and thinkers and organizers and works out a reorganization of the
economy. That really is what needs to happen, and nothing short of that is going to get us
close to being able to survive, and that's what | wanted to say. [EPA-HQ-OAR-2009-
0472-4621, p.175]

EPA Response:

EPA has considered a technology that reduces CO2 emissions at idle and we anticipate
that the technology will be applied in the timeframe of the final rule. The technology is
referred to as Start-Stop and is described in detail in the Joint Technical Support
Document (TSD). The following is an excerpt from the TSD and is a brief summary of
how it works:

o 12-volt micro-hybrid (MHEV) — also known as idle-stop or start stop and
commonly implemented as a 12-volt belt-driven integrated starter-generator,
this is the most basic hybrid system that facilitates idle-stop capability. Along
with other enablers, this system replaces a common alternator with an
enhanced power starter-alternator, both belt driven, and a revised accessory
drive system.

While this rule does not mandate the implementation of any specific technology, we
recognize that CO2 emissions at idle are a significant contributor to a vehicle’s overall
emissions performance. EPA modeling results show an overall penetration rate of this
technology in the 2016 MY to be 2% for cars and 4% for trucks to meet the stringency set
forth by this rule.

4.5 Economic Assumptions
4.5.1 Consumer Welfare and Valuation of Fuel Savings
Valuation of Fuel Savings
Organization:Consumer Federation of America
Institute for Energy Research

Mr. Richter — Environmental Capital Partners
Union of Concerned Scientists
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United Auto Workers

University of Michigan Transportation Research Institute (UMTRI)
Investor Network on Climate Risk

University of Pennsylvania, Environmental Law Project

State of New Jersey

James Adcock

Comment:
Consumer Federation of America

Our analysis of opinion polls and purchase decisions over the past half-decade shows that
consumers want a great deal more fuel economy than automakers have been willing to
supply (see Sections Il and 1V). The recent economic analysis of fuel economy by
NHTSA/EPA suggests why consumers want more fuel economy. The cost of increasing
fuel economy to 38.1 miles per gallon by putting more fuel saving technology in cars and
trucks is well below the amount consumers are willing to pay and the cost of

gasoline. [OAR-2009-0472-7272.1, p.5]

Our analysis of the failure of the market to yield an efficient outcome with respect to
energy efficiency presented in Section 11 has four critical purposes in these comments
and implications for the process of standard setting for both fuel economy and tailpipe
emissions. First, it demonstrates that the consumer welfare gains, which account for
almost 80 percent of the total societal welfare gains, should be included in the cost-
benefit analysis. Without these gains, a benefit cost framework would justify little if any
increase in fuel economy standards. The nature and extent of the market failure dictates
the degree of confidence in the consumer welfare gains. [OAR-2009-0472-7272.1, p.6-
7]

Exhibit I-1 also shows the large benefits that have been left on the table as a result of the
dire circumstances of the industry. The proposed rule delivers far smaller benefits than
could be achieved if the condition of the industry were not holding the agencies back.

* The societal benefit would be $50 billion larger. « The consumer pocketbook savings
would be $37 billion larger. « Gasoline consumption would be 32 billion gallon lower.e
Greenhouse gas emissions would be 13 billion tons lower.

Our analysis of opinion polls and purchase decisions over the past half-decade show that
consumers want a great deal more fuel economy than automakers have been willing to
supply. The NHTSA/EPA analysis shows that the cost of higher fuel economy is well
below the amount consumers are willing to pay given the cost of gasoline. The cost of
saved energy, a concept frequently used in the analysis of energy efficiency, is also far
below the current cost of gasoline. [OAR-2009-0472-7272.1, p.10]

I want to briefly highlight today one issue that | think is of paramount importance as we
move forward. The agencies must adopt a firm analytic framework that recognizes that
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fuel economy standards enhance consumer welfare. The billions of dollars of consumer
welfare gains estimated by the agencies in their analysis are real and substantial. The
final rule should clearly acknowledge not only the empirical estimates of these gains, it
should also conclude that the theoretical justification for incorporating consumer welfare
gains into the rulemaking is clear and solid.

Now, in the proposed rule the agency rejected claims that consumer welfare gains
shouldn’t be included on the basis of the empirical finding that the models are too
imprecise. You’re perfectly right to say that, but that is too weak of a rationale.

These models have a fundamental theoretical flaw. In order to conclude that consumers
do not enjoy increased welfare as a result of fuel economy standards, one must assume
that consumers have full information and perfect foresight in their vehicle purchase
decisions, and that the supply side of the market gives them a full, balanced, and unbiased
range of choices to meet their needs. None of these assumptions is correct, and that’s
why we have a $100 billion market failure.

In fact, as we’ll show in our comments, there’s a broad range of theoretical and empirical
evidence to support the conclusion that there is a substantial market failure with respect
to efficiency and that fuel economy standards enhance consumer welfare.

Institute for Energy Research

These estimates are flawed. For example, EPA is claiming consumers would save $90
[billion] in fuel costs because of these regulations. These savings should not be
considered a benefit under this analysis because consumers’ voluntary, market choices
illustrate they prefer other vehicle attributes more than fuel economy. [OAR-2009-0472-
7225.1, p.9]

Consumers demand a certain fuel economy, but consumers also want to maximize other
attributes such as performance and size (then again, maybe the fuel economy of these
cars is actually higher than consumers’ actual preferences because of CAFE standards). If
consumers really demanded very fuel efficient cars, Honda would still make a car today
that gets better gas mileage than the 1985 Honda Civic Coupe HF. The Civic Coupe HF
got nearly 50 mpg on the highway a quarter century ago. Today, the Honda’s most fuel
efficient car is a hybrid sedan Civic that gets 40 mpg in the city and 45 mpg on the
highway. [OAR-2009-0472-7225.1, p.10]

Also, if there were greater consumer demand for fuel efficient cars, it is likely European
versions of automakers’ cars would be sold in the United States. For example, in Europe,
Ford sells the Fiesta ECOnetic which gets 65 mpg. [OAR-2009-0472-7225.1, p.10]

Because U.S. consumers value other attributes in their cars more highly than fuel

economy, EPA’s cost-benefit analysis should not include the $90 billion in savings from
fuel economy as a benefit, or at the very least, it should include the $90 billion in savings,
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but offset it with an even larger negative figure to account for consumers’ unhappiness
with the reduction in their options. [OAR-2009-0472-7225.1, p.10]

The issue of consumer welfare due to vehicle attributes is crucially important: It may
mean the difference between a program that confers net benefits or net costs. If the loss in
consumer welfare (due to forced change in vehicle attributes) exceeds $3 billion by 2030,
then the net social benefits of the proposed rule may be negative, because the low end of
the estimated benefits (excluding fuel savings) are $21 billion, while the other estimated
costs of the program are $18 billion by 2030. [OAR-2009-0472-7225.1, p.10]

Mr. Richter - Environmental Capital Partners

Secondly, as was mentioned in the earlier panel, cars that get better gas mileage save the
consumer money in the long run. When oil prices soar, even a free car becomes
unaffordable if you can’t pay to fill the car up. If you look at the Cash For Clunkers, for
instance, the top ten models purchased get almost 30 miles to the gallon. The average
mile traded in got 15.8. That’s a 58 percent improvement because those purchases got an
average of 24.1 miles per gallon. Energy efficient cars represent more than an
environmental statement. For financially challenging times, they’re an economic
necessity. [EPA-HQ-OAR-2009-0472-4621, p.163]

Union of Concerned Scientists

According to UCS analysis, the standards proposed in the NPRM will reduce oil
consumption from U.S. light-duty vehicles by 1.3 million barrels per day in 2020. This
translates into a savings of nearly 20 billion gallons of gasoline in just one year.

By reducing oil consumption, consumers will save money at the gas pump. Even if prices
stay at current values, approximately $2.50 a gallon, consumers will save $32 billion in
2020. UCS calculates these savings on a net basis and includes the additional cost of fuel
saving technology. This demonstrates consumers still recognize additional benefits even
with a significantly higher purchase price of a new vehicle. If prices return to higher
levels, such as $4 a gallon, savings would nearly double to over $61 billion. [These
comments were submitted as testimony at the New York public hearing. See docket
number EPA-HQ-OAR-2009-0472-4621, pp. 92-3.]

In addition to the consumer savings, these standards will achieve a critical reduction in
the heat-trapping gases that cause global warming. Currently, cars and light trucks
account for nearly 20 percent of total U.S. global warming emissions. These standards
will reduce greenhouse gas emissions from cars and light trucks by 215 million metric
tons of carbon dioxide equivalent in 2020. That’s about the equivalent of taking 32
million vehicles off the road in that year. And as the fleet turns over, the benefits will
only grow with time. [These comments were submitted as testimony at the New York
public hearing. See docket number EPA-HQ-OAR-2009-0472-4621, pp. 93-94.]
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All of our analysis is based on assuming the fleet achieves the 250 grams per mile fleet-
wide average in model year 2016, a level equivalent to approximately 35.5 miles per
gallon and the NHTSA standard of 34.1 in that year. [These comments were submitted
as testimony at the New York public hearing. See docket number EPA-HQ-OAR-2009-
0472-4621, p. 94.]

United Auto Workers

Fourth, the UAW commends the agencies for the extended discussion of consumer
benefits and losses in the Notice of Proposed Regulation, the Draft Regulatory Impact
Analysis, and the Draft Joint Technical Support Document. The UAW agrees with the
agencies that much more work must be done in this area, and believes that there is a
major omission in the cost-benefit analysis because there is no value given to consumer
and producer welfare losses. While the benefits of fuel savings to consumers are apparent
and easily calculated, consumer and producer welfare losses, though apparent, are more
difficult to assess. [OAR-2009-0472-7056.1, p.3]

Given that the benefits to consumers from reduced fuel expenditures, reduced fueling
time, and increased driving together comprise fully 89 percent of the benefits from these
proposed rules and dwarf the energy security and environmental benefits, the UAW
believes remedying this critical omission should be a top priority for future rulemakings.
To have balanced rulemaking, it is important that the obvious but unvalued losses for
consumers and producers be included in any cost-benefit analyses. We appreciate the
agencies’ willingness and stated commitment to attempt to develop methods to value both
consumer and producer losses in future rulemakings. [OAR-2009-0472-7056.1, p.4]

The UAW would suggest that the most fruitful approach is a close examination of
consumer and producer behavior in the passenger car market. The existing CAFE
standard of 27.5 miles per gallon has not been binding on the vast majority of producers
for many years. This means that in all likelihood consumers have been demanding the
full level of fuel economy that they value in relation to other vehicle characteristics, and
that producers have been free to add features to vehicles that will maximize their
profits. [OAR-2009-0472-7056.1, p.4]

Hence, any regulation that that forces producers to market and consumers to buy
passenger cars with fuel economy that exceeds this “revealed preference” generates both
consumer and producer losses. Consumers have losses because they are forced to have
additional utility in the form of fuel efficiency when in most cases they have clearly
chosen otherwise. Producers suffer losses because they are forced to offer additional
utility in the form of fuel efficiency that customers do not want and are therefore
unwilling to pay the full cost of, and due to lost profits from the opportunity cost of not
being able to add features that provide utility for which consumers are willing to pay the
full cost. [OAR-2009-0472-7056.1,p.4]

This logic gains considerable strength from the competitive nature of the passenger car
market in the United States, and the fact that the market has become much more
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competitive over the last decade. Consumers have a wide and growing range of choices,
and any producer that saw a potential advantage to offering more fuel-efficient vehicles
would do so. Indeed, many have, resulting in average fleet-wide passenger car fuel
efficiency that exceeds the existing regulations, but is less than the levels in this proposed
rule. Although the agencies performed the technology analysis in a manner that attempted
to maintain current vehicle-class utility, this only begs the question of what vehicle
features consumers might prefer, besides additional fuel efficiency, for the extra cost
associated with achieving that fuel efficiency. [OAR-2009-0472-7056.1,p.4]

University of Michigan Transportation Research Institute (UMTRI)

Over the past few years, | have authored or co-authored a number of research reports on
the impacts of fuel economy regulations and fuel prices on automaker costs, profits, and
employment. Today | want to bring your attention to two recent reports: [OAR-2009-
0472-3651.1, p.1]

The first study, “CAFE and the U.S. Auto Industry Revisited” (written in partnership
with Citi Investment Research & Analysis, Ceres, the Investor Network on Climate Risk,
the Planning Edge, and Meszler Engineering Services) was recently released by Citi
Investment Research & Analysis. [OAR-2009-0472-3651.1, p.1]

The study analyzed two regulatory scenarios for light vehicles: CAFE 2020—an
industry-wide target of 35 mpg in 2020; and “national Pavley” (equivalent to the National
Program)—an industry-wide target of 35 mpg in 2016. In each scenario, we estimated the
impacts on sales, costs, and profits relative to a baseline forecast. [OAR-2009-0472-
3651.1, p.1]

The analysis found that the proposed National Program is likely to benefit both the
Detroit 3 and the Japan 3 by boosting profits, based on the relative value consumers put
on fuel costs compared to vehicle price, the future price of fuel, and the combined direct
and indirect costs incurred to improve fuel economy. The study found that by producing
more competitive, fuel-efficient fleets in the coming years the Detroit 3 would be able to
slow or reverse their market share erosion that has accelerated in recent years. [OAR-
2009-0472-3651.1, p.2]

According to the study, the National Program is likely to increase the Detroit 3’s profits
by $3 billion per year, and to increase the Japan 3’s profits by $0.8 billion per year. Unit
sales by the Detroit 3 are predicted to increase by the equivalent of two large assembly
plants, thereby saving U.S. autoworker jobs. [OAR-2009-0472-3651.1, p.2]

Consumers will also benefit, since the fuel savings from more efficient cars — even at the
present gas price of $2.50 a gallon — will more than offset the higher prices for vehicles
incorporating new fuel-saving technologies. Under the National Program, the present
value of the fuel saved will be greater on average than the increase in purchase price on
average associated with the new fuel saving technology. [OAR-2009-0472-3651.1, p.2]
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The second study, “Fixing Detroit: How Far, How Fast, How Fuel Efficient” (which my
colleague Rob Kleinbaum co-authored) was completed in June 2009. [OAR-2009-0472-
3651.1, p.2]

The report modeled the impact of three different fuel economy standard increases—30
percent (35 mpg), 40 percent (37.7 mpg) and 50 percent (40.4 mpg)—on the profitability
and sales of the auto industry. The model estimated the impact of improving fuel
economy on the costs of producing vehicles, on the retail prices of vehicles, and on
consumer demand. We used the most recent and accepted estimates of all the key
parameters, but since there is debate on many of these values, the report conducts an
extensive sensitivity analysis on the results. [OAR-2009-0472-3651.1, p.2]

Results indicated that the Detroit 3 would have increased profit (over the baseline) in all
three scenarios, and their profit gains would be larger the more aggressively they pursue
improvements in fuel economy. The Japan 3 (Toyota, Nissan, and Honda) would also
gain profit from pursuing higher fuel economy, but their gains would be smaller than
those of the Detroit 3. The profit gains are possible because higher fuel economy is worth
more to consumers than it costs the automakers to provide. [OAR-2009-0472-3651.1,p.2]

The market for clean, fuel-efficient vehicles is not a perfectly competitive market in
which consumers and automakers have perfect foresight and perfect computation ability.
In a perfectly competitive market, producers would have complete knowledge of
consumers’ willingness to pay for all vehicle attributes as well as complete knowledge of
all technologies to produce vehicles with any feasible combination of attributes.[OAR-
2009-0472-3651.1, p.2]

However, recent events have demonstrated that automakers have neither complete
knowledge not perfect foresight. The shifts in consumer demand toward wanting more
fuel economy caught automakers by surprise, and significantly contributed to the
financial failure of GM and Chrysler. Consumer demand began to shift at least as early as
2002, yet automakers, the Detroit 3 in particular, did not respond with new technologies
and products until 2007. The failure to anticipate and respond to the shift in consumer
demand is clear evidence that automakers seriously underestimated the consumer value
of fuel economy. [OAR-2009-0472-3651.1, p.2]

The scenario with 30 percent improvement in fuel economy (to 35 mpg) is roughly
equivalent to the proposed standards under the National Program. We estimated the
average cost per vehicle of improving to 35 mpg to be $1,715 and the average consumer
value added per vehicle to be $2,578. [OAR-2009-0472-3651.1, p.3]

[UMTRI also submitted these comments as testimony at the Detroit public hearing, See
docket number EPA-HQ-OAR-2009-0472-6185, pp. 33-36.]

Investor Network on Climate Risk
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As long-term investors, and as members of the Investor Network on Climate Risk
(INCR), which represents over $8 trillion in assets, we are writing to express our strong
support for the National Program (the proposed fuel economy/GHG emissions standards).
The proposed regulation essentially adopts the GHG emissions standards that CA had
proposed, and will require a fleetwide average of approximately 35.5 mpg in 2016,
representing an approximately 40% increase in fuel economy over present standards.

In particular, we would like to bring your attention to the findings of the Citi report,
published on October 13, 2009. This report was produced in partnership with INCR,
Ceres, and the University of Michigan Transportation Research Institute (UMTRI), and
addresses the impacts of the National Program on automakers. The Citi report finds that
the recently proposed vehicle CAFE/GHG standards will likely boost profits and slow the
loss of market share of Detroit’s Big Three automakers.

Key findings of the report include the following: Automakers’ variable profits will be
greater (as compared to the case under no new regulation) under the National Program.:

The standards are likely to increase Detroit’s competitiveness: 1. The Detroit Three will
be able to mitigate market share erosion by producing more competitive fuel-efficient
fleets in the coming years. 2. The Detroit Three do better than Japanese Three under the
National Program under most scenarios. 3. Sales by the Detroit Three are expected to
increase by the equivalent of two large assembly plants, thereby saving U.S. autoworker
jobs.

Consumers will benefit as well since fuel savings from more efficient cars — even at the
present gas price of $2.50 a gallon — will more than offset slightly higher prices for
vehicles incorporating new fuel-saving technologies. [OAR-2009-0472-7243.1, p.1]

[Investors Network on Climate Risk also submitted these comments as testimony at the
New York public hearing, See docket number EPA-HQ-OAR-2009-0472-4621, pp. 34-
36.]

University of Pennsylvania, Environmental Law Project

3. Expected Costs of Implementation of the Proposed Rule

As previously mentioned, some groups worry about the economic costs of rule
implementation. They argue that the proposed rule could add too much to the price of
new cars. This will lead, they say, to people sticking with their older, gas-guzzling cars
instead of buying new ones, thereby undermining the primary goal of the rule of lowering
vehicle emissions [OAR-2009-0472-7286.1, pp. 20-21].

However, most stakeholders, including the auto industry and Auto Dealers Association
support the rule and agree that this standard can be met without undue costs. They also
point to the benefits of a predictable national standard that will help to lessen uncertainty
for the auto industry when they develop new models, and lower compliance costs by
avoiding a patchwork of rules between the states. Furthermore, it will allow them time to

4-35



EPA Response to Comments

build improvements into new models during the normal production and design process,
which will minimize the additional costs imposed. [OAR-2009-0472-7286.1, p. 21]

Consumers also will not only be spared from extra costs, but will save money in the long
run because of the fuel efficiencies of their new cars. [OAR-2009-0472-7286.1, p. 21]

State of New Jersey

Finally, we agree with the federal government’s assessment that under realistic
assumptions, the private gains to the consumer from the joint proposal (e.g., savings in
fuel economy), together with the social gains (e.g., reduced health costs associated with
pollution, reduced reliance of foreign oil sources, etc.), will significantly outweigh the
incremental initial costs of providing these newer advanced technology vehicles. [OAR-
2009-0472-7109.1, pp.5-6]

Union of Concerned Scientists

It was disconcerting to read in the NPRM that there was some debate about the role of
private benefits in assessing the total benefits and costs of the program. The argument
against including these benefits boils down to an attempt to force the assumption of a
perfect free market on to a situation that is far from it. As noted in the NPRM, if the car
market had all the features of a perfect free market (e.g. full information, perfect
foresight, perfect substitutes, etc.) then there would be an argument for excluding the
private benefits. But we know that consumers can not have full information and perfect
foresight. For example, EPA window stickers and the EPA Fuel Economy Guide note
that “Your Fuel Economy Will Vary.” Further, not even the government’s Energy
Information Agency can accurately predict gasoline prices. Consumers also cannot
predict future traffic patterns, changes in job location and many other factors that will
influence how much they could save on gasoline from various vehicle choices. [OAR-
2009-0472-7181.1, p.15]

Union of Concerned Scientists

Further, consumers save money under these standards from the minute a new vehicle is
purchased. Currently approximately 70 percent of consumers purchase a new vehicle
using loans. Assuming a typical five year loan at 6 percent interest, savings at the gas
pump due to higher fuel economy are greater than the additional cost of technology each
and every month the consumer owns the vehicle, even if gas prices were to fall to a
modest $2 a vehicle. In other words, our analysis shows that consumers will save money
from the moment they roll off the lot under these standards. [These comments were
submitted as testimony at the New York public hearing. See docket number EPA-HQ-
OAR-2009-0472-4621, p. 93.]

James Adcock
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Does CAFE in fact represent a negative to consumer utility or rather a protection of the
consumer's interests in the face of irrational discounting by the consumer? Also, the
utility of higher fuel economy DOES pass on to secondary owners - NHTSA also needs
to represent the interests of secondary owners who are even more unable to bear the
burden of high fuel costs.

EPA Response:

While most of these commenters argue that this rule will save consumers money, because
the present value of fuel savings greatly outweighs the technology costs, the Institute for
Energy Research and the UAW argue that, if consumers wanted more fuel savings, the
market would have provided them. These two commenters suggest that there must be a
loss associated with improving fuel economy, because many consumers do not purchase
highly fuel-efficient vehicles already on the market.

EPA distinguishes between the fuel savings that consumers consider when buying
vehicles and the fuel savings that consumers will get after the purchase. These two
values need not be the same. As discussed in Section 5.13.1 of this Response to
Comments document, as well as Section I11.H.1 of the Preamble and Section 8.1.2 of the
RIA, a number of reasonable explanations have been offered for the possible divergence
between these two approaches to valuing fuel savings.

OMB Circular A-4 notes that “Economists ordinarily consider market prices as the most
accurate measure of the marginal value of goods and services to society.” The fuel
savings that consumers will receive are directly measurable using market prices for fuel,
while the values that consumers reveal through their purchase decisions are indirect
measures and may therefore be less reliable.

EPA, along with most commenters on the rule, find that there are cost-effective fuel
savings that the market has not at this time provided to consumers and includes those
benefits in our analysis.

As discussed more in Section 5.13.1 of this Response to Comments document, as well as
Preamble 111.H.1 and RIA Section 8.1.2, EPA believes that any adverse effects on vehicle
characteristics due to the rule are best considered in the context of the technology costs to
achieve the standards, not the fuel savings.

The University of Michigan Transportation Research Institute and the Investor Network
on Climate Risk argues that the Detroit auto makers, as well as consumers, will benefit
from improved fuel economy in vehicles. While EPA’s analysis of vehicle sales impacts
(Preamble Section I11.H.5 and RIA Section 8.1.1) is not able to distinguish effects for
individual auto makers, EPA estimates that vehicle sales will increase in response to the
rule.

Quantification of Consumer Welfare Impacts
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Organization: New York University School of Law, Institute for Policy Integrity (IPI)
Comment:

Once an agency undertakes a cost-benefit analysis and relies on that analysis in its
rulemaking, it cannot perform the cost-benefit analysis in an arbitrary and capricious
manner. If a cost-benefit analysis used in rulemaking “fail[s] to consider an important
aspect of the problem” or “runs counter to the evidence before the agency,” a reviewing
court will invalidate the rule under the Administrative Procedure Act. Perhaps crucially,
NHTSA has clearly identified the potential lost consumer welfare as “an important
component of the total private costs and benefits.” [OAR-2009-0472-7232.3, p. 4]

Failing to quantify an important element in a cost-benefit analysis can constitute arbitrary
and capricious action. A cost-benefit analysis must be as accurate as reasonably possible,
and agencies must estimate costs and benefits in a responsible manner. Courts have
criticized Department of Transportation rulemakings in the past for trying to justify a
failure to quantify by citing uncertainty. In Public Citizen v. FMCSA, the court warned
that:

The agency’s job is to exercise its expertise to make tough choices about which of the
competing estimates is most plausible, and to hazard a guess as to which is correct...
Regulators by nature work under conditions of serious uncertainty, and regulation would
be at an end if uncertainty alone were an excuse to ignore a congressional command.
[OAR-2009-0472-7232.3, p. 4]

Similarly, in Center for Biological Diversity v. NHTSA, NHTSA believed the economic
models on the benefits of reducing greenhouse gas emissions were too uncertain and
inconsistent to support an explicit valuation. The Ninth Circuit Court of Appeals held that
NHTSA'’s reasoning was arbitrary and capricious because “while the record shows that
there is a range of values, the value...is certainly not zero.” In the present rulemaking, the
agencies also fail to quantify an important element of the cost-benefit analysis and thus
unnecessarily expose themselves to legal challenges. [OAR-2009-0472-7232.3, p. 4]

EPA Response:

EPA does not accept the premise that a court must invalidate a rule as arbitrary if any
cost-benefit analysis accompanying the rule fails to consider some important aspect of the
problem. The uses to which cost-benefit analysis is put during the rulemaking determines
the degree of judicial scrutiny to which such analysis is subject — a distinction overlooked
by the commenter. Nor does EPA accept the premise that it has ignored some significant
element — evaluation of consumer welfare costs and benefits — in establishing the
standards.

In Center for Biological Diversity v. NHTSA, 538 F. 3d 1172 (9" Cir. 2008), the court
was reviewing a rule where the standard was established using a type of marginal cost-
benefit analysis such that individual inputs became output determinative. 538 F. 3d at
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1199. Under such circumstances, the agency’s failure to assign any value to a critical
factor (valuation of reduced carbon emissions) was deemed arbitrary. Id. at 1202. (noting
that the omission was both arbitrary and that the omission affected the stringency of the
standard). In Public Citizen v. FMCSA, 374 F. 3d 1209 (D.C. Cir. 2004) the court found
that the agency had outright failed to consider a critical statutory decision factor — driver
safety — and so had acted arbitrarily. Id. at 1216-17. In dicta, the court also noted that a
decision not to require use of a device to monitor compliance on cost-benefit grounds
appeared arbitrary when the agency had made no attempt to quantify or otherwise
estimate either the costs or benefits of using the devices. Id. at 1221-22.

These cases are readily distinguishable from the situation here. Although EPA has
conducted a cost-benefit analysis for purposes of Executive Order 12866, and notes that
the results of that analysis support the overall reasonableness of the standards, the cost-
benefit analysis is not the main, much less sole, decision criterion. Pursuant to section
202 (a) (1) of the Act, EPA has considered such factors as available technology and its
level of performance, lead time necessary to install the technology, the costs of doing so
to both manufacturers and consumers, the cost-effectiveness of the controls, implications
for vehicle safety, and other considerations. See e.g. section I11.D of the preamble to the
final rule. Thus, EPA is accorded the customary broad latitude in assessing and
considering costs in adopting technology-based standards. See e.g. Kennecott v. EPA,
780 F. 2d 445, 456 (4™ Cir. 1985).

Nor has EPA ignored the issue of consumer welfare. The issue is discussed at length at
proposal at 74 FR 49602 and in the final rule and record in Preamble I11.H.1 and RIA
Section 8.1.2. If the commenter’s point is that EPA has not monetized consumer welfare
penalties, EPA’s analysis argues that such penalties are estimated by the cost of
additional technology. Any possible unquantified effects would affect estimation of the
technology costs, which already take into account (by holding constant) effects on
performance, safety, utility, and other attributes. Moreover, the value of the monetized
fuel savings is a consumer welfare benefit. These benefits and costs are included in
EPA’s benefit-cost analysis set out in Preamble Section I11.H. Consequently, EPA has
considered and evaluated the effects of this rule on consumer welfare in a reasonable and
non-arbitrary manner.

Consumer Vehicle Choice Modeling

Organization: American Council for an Energy Efficient Economy
California Air Resources Board
Institute for Energy Research
International Council on Clean Transportation
Natural Resources Defense Council
Union of Concerned Scientists
James Adcock
New York University School of Law, Institute for Policy Integrity (IP1)

American Council for an Energy Efficient Economy
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The use of consumer choice models calibrated to historical sales data, as discussed in the
proposal, is a sure recipe for the creation of a backward-looking policy and one that
threatens the viability of auto companies. This approach ignores important factors such as
past correlation between low fuel economy and desirable design features, the role of
manufacturer advertising and consumer vehicle selection and evidence of recent shifts in
consumer preferences as shown, for example, in the Cash For Clunkers Program. The
discussion of consumer welfare in the agencies' proposal appears to raise a possibility
that future progress in fuel economy could be jeopardized by improperly formulated
economic concerns. Indeed, rapid progress toward a sustainable transportation sector is
an economic imperative. This is a time for creative thinking as to how federal standards
can best contribute to achieving the crucial and very challenging goals of major
reductions in greenhouse gas emissions and in reliance on unsustainable sources of
energy. [These comments were submitted as testimony at the New York public hearing.
See docket number EPA-HQ-OAR-2009-0472-4621, pp. 147-148.]

Recommendations: 1. Acknowledge that the standard model of individuals’ behaviors is
deeply flawed, and apply it only when it is clear that it offers real insights to actual
behavior; 2. Expand the investigation of consumer welfare to include up-to-date findings,
including: work showing that consumers do not necessarily maximize utility, even absent
evident barriers to doing so; impacts of advertising and incentives on vehicle choice;
changing consumer valuation of vehicle characteristics; 3. Unless and until this research
can be adequately incorporated in a quantitative model and peer-reviewed, exclude
intangibles from the quantification of consumer welfare impacts; 4. Consistently
represent in the rule and accompanying documents NHTSA'’s estimates that both sales
and automotive jobs will increase as a result of the proposed standards.

California Air Resources Board

CARB agrees with the agencies’ assumption that vehicle attributes on performance,
carrying capacity, safety, or comfort would not change under this regulation. In response
to the request for comment on how to explicitly estimate changes in consumer welfare,
we believe it is possible to use consumer choice modeling to obtain a reasonable
estimate. While EPA’s DRIA thoroughly describes the variation in model types and
results as well as the issue of consumer valuation of fuel savings, we support EPA’s
efforts to continue investigation of this type of methodology. Assumptions, data sources
and collection methods, and model specification clearly drive many of the differences in
model results. EPA’s conclusion that the literature is inconsistent does not seem to have
controlled for these varying factors. We believe a closer look will reveal that when
models have similar objectives and specifications, they will produce repeatable results.
EPA also questions the reliability of consumer choice models for their predictive power
of future vehicle choices. While this is certainly a limitation of any forecast model, this
can be mitigated by including stated preference data for technologies that are currently
not in the marketplace, e.g. plug-in hybrids, fuel cell vehicles. [OAR-2009-0472-7189.1

p.6]
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[CARB also submitted these comments as testimony at the Los Angeles public hearing.
See docket number OAR-2009-0472-7283, pp. 21-27]

Institute for Energy Research

Another problem with empirically second-guessing consumers’ valuations of fuel
economy is the crudeness of most modeling techniques. The estimated valuations vary by
an order of magnitude, suggesting that the econometricians do not understand this issue
very well. In practice, there are no ‘controlled experiments' where consumers are offered
the choice between two otherwise identical vehicles, where one is more expensive yet has
better fuel economy. On the contrary, in the real world there are tradeoffs between
vehicles that simultaneously differ on vehicle size, acceleration, price, safety, and finally
fuel economy. More recent modeling has done a better job capturing these nuances, but
economists have still not reached a consensus on exactly what motivates consumers when
making vehicle purchases. [OAR-2009-0472-7225.1, p.13]

Another problem with the entire approach is to assume that consumers have identical
tastes regarding fuel economy. In reality, some consumers may be very concerned, while
others may not be. Thus even if the proposed rule made the “representative consumer”
better off, in practice it would still harm those consumers who (for whatever reason) do
not place a high subjective value on fuel economy. [OAR-2009-0472-7225.1, p.14]

International Council on Clean Transportation

EPA asked for comments “on the usefulness of consumer choice modeling results and the
consistency and reliability of results from these models.” The usefulness of consumer
choice models depends on establishing an appropriate consumer discount rate for the fuel
savings. As discussed, above, there are numerous unresolved questions related to
consumer welfare that reflect the lack of clarity and understanding of this issue in
general. There is no point in trying to use a consumer choice model until the issue of
consumer welfare is resolved and an appropriate discount rate established. [OAR-2009-
0472-7156.1, pp.4-5]

Natural Resources Defense Council

Consumer Vehicle Choice Models Are Not Appropriate for Welfare Analysis

EPA and NHTSA have solicited feedback on the future use of consumer vehicle choice
models to estimate welfare impacts associated with new standards. We believe such
models have a role in estimating the outcome of particular market-based policies (e.qg.,
feebates, consumer incentives) or the market driven penetration rates of new
technologies. However, such models are not useful when evaluating the consumer
welfare impacts of new GHG or CAFE standards. [OAR-2009-0472-7141.1, p. 25]

The basic framework of the model, consumer utility maximization, suffers from the

identical weaknesses of using a “revealed” or “implicit” discount rate to quantify the
benefits of fuels savings. That is, the coefficients for the consumer vehicle choice models
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must be estimated using existing market data (i.e., “revealed preferences”) or data from
surveys (i.e., “stated preferences”). The models simply assume, without any empirical
foundation, that the consumers are already maximizing their utility with their current
decisions. Thus, the use of such models to estimate consumer welfare impacts leads to a
circular conclusion that any changes in vehicle attributes (including fuel efficiency)
decrease consumer welfare. Clearly, given the robust discussions in the NPRM and in the
energy efficiency literature and the accepted use of low discount rate for appliance
efficiency standards, there is strong basis for the conclusion that market intervention in
the form of efficiency standards can lead to significant increases in consumer welfare by
overcoming market barriers to efficiency. [OAR-2009-0472-7141.1, p. 25]

Furthermore, we concur with the EPA discussion of the limitations of such models since
they must be estimated using existing vehicles choices which clearly do not represent a
full set of choices the consumer could face for fuel efficiency, especially in the future
market place with new technologies. The new standards have the potential to bring
significant changes to the vehicle market with improvements in fuel economies that have
not been seen for 20 years. Additionally, safety features continue to improve. Advanced
electric-drive vehicles that bear little resemblance to their conventional gasoline
counterparts are also poised to enter the market in significant numbers. The changes in
vehicle choices available by the new configuration of the vehicle market cannot be
reliably predicted by consumer choice models. [OAR-2009-0472-7141.1, p. 26]

Finally, the consumer vehicle choice models assume fixed consumer preferences and do
not consider the reality of today’s marketplace which clearly has demonstrated large
shifts in consumer preferences away from large, fuel inefficient vehicles. The oil shock of
1973 serves as a historical reference for past large vehicle market changes. As EPA notes,
consumer choice modeling efforts to predict shifts in the vehicle market were ineffective.
Similarly the oil price shocks of 2007 and 2008 have also fundamentally reshaped
consumer preferences for vehicles. Future changes in consumer attitudes towards global
warming, energy security as well as oil prices will likely have an ongoing impact on
reshaping consumer preferences, rendering any model which explicitly or implicitly
depends on an assumption of fixed preferences obsolete. [OAR-2009-0472-7141.1, p. 27]

[Note that since the above comments apply to both EPA and NHTSA, they also
appear under comment summary outline heading 4.5.5.2]

Union of Concerned Scientists

The agencies should continue including the private benefits when calculating the total
benefits of the program and should not shift to a system that would include consumer
choice models in the benefits assessments. It was those same consumer choice models
that led many companies to dismiss hybrid-electric vehicles like the Prius, airbags, and
many other innovations that have seen significant market success. [OAR-2009-0472-
7181.1, p.16]

James Adcock
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In general consumers with differing projections of the "true" future cost of SCC and fuel
prices will make differing estimates of the utility of the purchase of a particular vehicle.
Analysis that assumes one particular "US-wide" value of SCC or fuel costs will thus
reach erroneous conclusions about vehicles Mfgs should be offering consumers —
consumers hold a wide variety of beliefs on these subjects and thus Mfgs should, if "free
market" forces are at work [which they aren't, due to huge barriers to entry into the Auto
Industry -- due in part to NHTSA regulations] provide a wide variety of fuel efficiency
vehicles to consumers. But the market doesn't actually work that way. For example
Toyotas' great success with the Prius makes it LESS likely not more that other Mfgs will
attempt to compete in that segment of the market.

We support the EPA contract with RFF to develop a better model and understanding of
the vehicle market.

New York University School of Law, Institute for Policy Integrity (IP1)

Consumers can expect either increased vehicle purchase prices or different vehicle design
features (or some combination thereof). In the former case, consumers could experience
lost welfare if the fuel savings and other private benefits from greater fuel efficiency do
not fully compensate them for the increased purchase price. In the latter case, consumers
could experience lost welfare if they do not value the new fuel efficiency as highly as
they value the design features that have been sacrificed. Three economic concepts will
affect the measurement of consumer valuations: the Energy Efficiency Paradox, the
Positional Goods Effect, and the Bandwagon Effect. [OAR-2009-0472-7232.3, p. 5]

EPA Response:

Consumer vehicle choice models estimate what vehicles consumers buy based on vehicle
and consumer characteristics. In principle, they could provide a means of understanding
both the role of fuel economy in consumers’ purchase decisions and the effects of this
rule on the benefits that consumers will get from vehicles. The NPRM included a
discussion of the wide variation in the structure and results of these models. Models or
model results have not frequently been systematically compared to each other. When
they have, the results show large variation over, for instance, the value that consumers
place on additional fuel economy. As a result, EPA found that further assessment needed
to be done before adopting a consumer vehicle choice model. Inthe NPRM, EPA asked
for comment on the state of the art of consumer vehicle choice modeling and whether it is
sufficiently developed for use in regulatory analysis.

EPA has not used a consumer vehicle choice model for the final rule analysis, due to
concerns discussed in Chapter 8.1.2 of the RIA, and because no new information became
available, during the public comment period or afterward, to resolve those concerns. In
fact, a recent review commissioned by EPA supports the finding of great variability, by
looking at one key parameter: the role of fuel economy in consumers’ vehicle purchase
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decisions.? It finds no consensus on the role of fuel economy in consumer purchase
decisions. Of 27 studies, approximately equal numbers find that consumers undervalue,
overvalue, or value approximately correctly the fuel savings that they will receive from
improved fuel economy. The variation in the value of fuel economy in these studies is so
high that it appears to be inappropriate to identify one central estimate from the literature.
Thus, estimating consumer response to higher vehicle fuel economy is still unsettled
science. It is likely that this variation exists as well in measuring consumer response to
changes in other vehicle characteristics, such as performance. Thus, there does not
appear to be evidence at this time to develop robust estimates of consumer welfare effects
of changes in vehicle attributes.®

Nonetheless, because there are potential advantages to using consumer vehicle choice
models if these difficulties can be addressed, EPA is continuing to explore options for
including consumer and producer choice in modeling the impacts of fuel economy-
related regulations. This effort includes further review of existing consumer vehicle
choice models and the estimates of consumers’ willingness to pay for increased fuel
economy. We are exploring (and will continue to explore) the implications of behavioral
economics for this modeling. In addition, EPA is developing capacity to examine the
factors that may affect the results of consumer vehicle choice models, and to explore their
impact on analysis of regulatory scenarios. Under contract with EPA, Resources for the
Future (RFF) is developing a model of the vehicle market that can be used to evaluate
different policy designs and compare regulatory scenarios on the basis of changes in cost,
changes in the prices paid by consumers, changes in consumer welfare, and changes in
industry profits. It should help to shed light on whether it is more costly to rely solely on
the application of technologies to vehicles to meet a given fuel standard than when
consumer and producer behavior is taken into account. EPA plans to evaluate this work
within the context of the overall literature on consumer vehicle choices, to determine its
usefulness in informing the analysis for future rules. EPA agrees with the California Air
Resources Board that stated preference information may be useful for evaluating new
technologies not currently in the marketplace.

Economic theory provides insight into how to consider consumer welfare implications in
the absence of the use of consumer vehicle choice models. As discussed in Section 111.D
of this preamble, the technology cost estimates developed here take into account the costs
to hold other vehicle attributes, such as size and performance, constant. Thus, if auto
makers decide to change these characteristics, they are likely to do so only if consumers
are likely to prefer these changes to the increased vehicle costs. In addition, the analysis
assumes that the full technology costs are passed along to consumers. With these
assumptions, because welfare losses are monetary estimates of how much consumers
would have to be compensated to be made as well off as in the absence of the change,*

2 Greene, David L. “How Consumers Value Fuel Economy: A Literature Review.” EPA Report EPA-420-
R-10-008, March 2010.

® As noted in the previous response, the decision not to use these uncertain valuation methodologies is both
reasonable and was not determinative in the ultimate decision as to what standard to adopt.

* This approach describes the economic concept of compensating variation, a payment of money after a
change that would make a consumer as well off after the change as before it. A related concept, equivalent
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the price increase measures the loss to the consumer.® Assuming that the full technology
cost gets passed along to the consumer as an increase in price, the technology cost thus
measures the welfare loss to the consumer. Increasing fuel economy would have to lead
to other changes in the vehicles that consumers find undesirable for there to be additional
losses not included in the technology costs. At this time EPA has no available methods
to identify or estimate potential additional effects on consumers not included in the
technology cost estimates, e.g., due to changes in vehicles that consumers find
undesirable, shifts in consumer demand for other attributes, and uncertainties about the
long term reliability of new technologies. Comments on the rule generally supported
EPA’s analysis of the technology costs and the assumption that other vehicle
characteristics were not adversely affected, and EPA adheres to that analysis in adopting
the final rule.

EPA’s assessment is that vehicle sales may increase as a result of this rule (see Preamble
I11.H.5 and RIA 8.1.1), because the fuel savings exceed technology costs even when only
a five-year payback period for those savings is considered.

EPA considers the energy efficiency paradox, the positional goods effect, and the
bandwagon effect as some of the potential explanations for why consumers do not buy
the cost-effective amount of fuel economy and discusses those in Preamble 111.H.1 and
RIA 8.1.2, along with Section 5.13.1 of this Response to Comments document. EPA
continues to explore the implications of these and other hypotheses (such as those cited
by the Consumer Federation of America’s comments) for consumer vehicle choice
modeling and welfare analysis.

4.5.2 The on-road fuel economy “gap”

No comments were received on either the derivation or use of the on-road fuel economy
gap.

4.5.3 Fuel prices and the value of saving fuel

No comments were received on the data sources used for fuel prices.

4.5.4. Benefits of Reducing GHG Emissions (Social Cost of Carbon)

variation, estimates the income change that would be an alternative to the change taking place. The
difference between them is whether the consumer’s point of reference is her welfare before the change
(compensating variation) or after the change (equivalent variation). In practice, these two measures are
typically very close together.

® Indeed, it is likely to be an overestimate of the loss to the consumer, because the consumer has choices
other than buying the same vehicle with a higher price; she could choose a different vehicle, or decide not
to buy a new vehicle. The consumer would choose one of those options only if the alternative involves less
loss than paying the higher price. Thus, the increase in price that the consumer faces would be the upper
bound of loss of consumer welfare, unless there are other changes to the vehicle due to the fuel economy
improvements that make the vehicle less desirable to consumers.
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EPA RESPONSE A

Organizations: See table below.

Commenter Affiliation Document ID Number

California Air Resources Board EPA-HQ-OAR-2009-0472-7189.1

Center for Biological Diversity EPA-HQ-OAR-2009-0472-7265.1

Connecticut DEP EPA-HQ-OAR-2009-0472-7301.1
Environmental Defense Fund EPA-HQ-OAR-2009-0472-7246.1
Ford Motor Company EPA-HQ-OAR-2009-0472-7082.1

Institute for Energy Research EPA-HQ-OAR-2009-0472-7225.1

Institute for Policy Integrity at ~ EPA-HQ-OAR-2009-0472-7246.1
New York University School of
Law

National Association of Clean EPA-HQ-OAR-2009-0472-7071.1
Air Agencies

Natural Resources Defense EPA-HQ-OAR-2009-0472-7274.1
Council

National Rural Electric EPA-HQ-OAR-2009-0472-7252.1
Cooperative Association

New Jersey DEP EPA-HQ-OAR-2009-0472-7093.1
Northeast States for EPA-HQ-OAR-2009-0472-7235.1
Coordinated Air Use

Management

Pew Center EPA-HQ-OAR-2009-0472-7239.1
Physicians for Social EPA-HQ-OAR-2009-0472-7283, pg 81

Responsibility, Los Angeles

Private Citizen (Adcock, James) EPA-HQ-OAR-2009-0472-5385

Private Citizen (Chew, Yuli) EPA-HQ-OAR-2009-0472-7042.1

Private Citizen (Magavern, Bill) EPA-HQ-OAR-2009-0472-7283, pg 179-186

Private Citizen (Rose, Stephen) EPA-HQ-OAR-2009-0472-7276.1

Private Citizen (Steiner, John) EPA-HQ-OAR-2009-0472-8705

Sierra Club EPA-HQ-OAR-2009-0472-6185, p. 31

Stockholm Environment EPA-HQ-OAR-2009-0472-7432.1
Institute-US Center

Union of Concerned Scientists  EPA-HQ-OAR-2009-0472-7181.1

University of California Santa EPA-HQ-OAR-2009-0472-7188.1
Barbara Bren Working Group

Comments:
Commenters presented extensive methodological input and discussed various issues,

including discount rate, uncertainty and risk, and magnitude and uses of the social cost of
carbon.
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Comments on Discount Rate

These comments identified concerns about the discount rates applied to SCC estimates
and provided different recommendations about issues such as the approach used to select
discount rates, the magnitude of the discount rate, and ways to account for uncertainty in
discount rates. Many commenters emphasized the ethical issues embedded in the
selection (e.g., 7246.1, 7239.1, and 7274.1).

In general, commenters recommended different approaches and lower rates to give more
weight to climate damages experienced by future generations. Some commenters
recommended that EPA develop a social discount rate on the basis of detailed
consideration of the scientific, ethical, and economic implications of discounting (e.g.,
7246.1 and 7274.1); several commented on using the Ramsey framework in particular to
derive the discount rate (e.g., 7432.1, 7246.1, 7274.1). Some commenters did not think it
was appropriate to infer rates from observed market behavior when considering the long
time horizons for climate damages (e.g., 7265.1, 7246.1, 7274.1). For example, the
Environmental Defense Fund and the NYU Institute for Policy Integrity stated in a joint
letter that a “simple application of a market rate of return is not justified” because of the
“special relationship of GHGs to the market rate of return and to a large range of goods
and services (both market and non-market)” (7246.1, pg 15). They noted, however, that
if EPA opted to use market rates of return, it should also analyze and consider the
underlying complexities in greater detail, such as the relationship between GHG
reductions and economic growth, and present a robust discussion about GHG reductions
“fit into an optimal portfolio of investments” (7246.1, pg 15).

In addition, two commenters suggested that EPA should not discount the SCC (7265.1,
7274.1). Thatis, they stated that EPA should use a discount rate of zero, thereby making
the present value of damages in the future equivalent to their value in the future,
effectively making the net present value of damages infinite.

Many of the commenters stated that the discount rates applied to the interim SCC
estimates were too high and therefore resulted in underestimates of SCC that fail to
adequately capture the value of damages experienced by future generations (e.g., 7265.1,
7246.1, 7274.1, 7239.1). In particular, some commenters disagreed with the rationale
given for use of a 5 percent discount rate. Dr. Rose stated that “a 5 percent discount rate
is inconsistent with risk-free consumption trade-offs within the current generation,”
further noting that the intergenerational timeline for GHG emissions “implies even
greater uncertainty than that reflected in intragenerational interest rates” (7276.1, pg 4).
That is, GHG mitigation represents a different kind of investment than intragenerational
investments analyzed with higher discount rates like 5 percent. The Environmental
Defense Fund and the NYU Institute for Policy Integrity concluded that there are “strong
reasons for concluding that a substantial fraction of the benefits from abatement are
uncorrelated or even negatively correlated with the returns to the economy as a whole”
(7246.1, pg 15). Other commenters agreed with this view and concluded that it would be
appropriate to view investment in GHG mitigation from a risk-averse perspective—i.e.,
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investment in mitigation as a form of insurance against uncertain future climate
damages—rather than a risky investment in mitigation technology (7274.1, 7432.1).

Furthermore, some commenters disagreed with the proposed rule’s statement that 5
percent is consistent with the Ramsey framework, based on standard estimates of the
Ramsey parameters (e.g., 7239.1, 7276.1, 7246.1, 7432.1). First, the Stockholm
Environment Institute noted that controversy about appropriate estimates of Ramsey
parameters has thus far prevented standardization of the framework values. Similarly,
Environmental Defense Fund and NYU Institute for Policy Integrity stated that “[t]he
claim that 5% is ‘near the middle of the range of values that are able to be derived from
the Ramsey equation’ is in fact meaningless—there is no theoretical lower or upper
bound to values that could possibly be derived from the Ramsey equation” (7276.1, pg
8). Second, several commenters pointed out that the Ramsey framework normally
assumes perfect certainty about the future and needs to be adjusted to account for the
significant uncertainty inherent in GHG emissions; this would result in a lower estimate
of the discount rate (e.g., 7432.1, 7239.1). Third, the Stockholm Environment Institute
concluded that the derivation of the 5 percent discount rate from Ramsey “does not
appear to be based on a careful reading of the sources cited in supporting footnotes”
(7432.1, pg 11).°

In addition, many commenters noted that the range of discount rates used in the proposed
rule did not include low enough rates and recommended using lower rates in the final rule
(e.g., 7239.1, 7432.1, 7188.1). Several specifically suggested using 2 percent and lower
and one recommended setting an upper bound that did not exceed 4 percent (7246.1,
7274.1).

The commenters presented multiple sources to support their recommendation for lower
rates. For example, several commenters stated that consideration of rates below 3 percent
would fulfill OMB Circular A-4 guidance to conduct sensitivity analysis at such rates for
intergenerational problems (e.g., 7432.1, 7274.1, and 7239.1). The Environmental
Defense Fund and NYU Institute for Policy Integrity presented evidence of lower rates
that the interagency group should consider, including a 2009 National Academy of
Science study that reporting discount rates of 1.5, 3, and 4.5 percent for SCC estimates
(7246.1).

Finally, some commenters recommended that EPA account for discount rate uncertainty
and adjust the rates in the final rule (e.g., 7246.1, 7274.1, 7432.1). The Stockholm
Environment Institute disagreed with the proposed rule’s statement that the literature on
techniques to account for discount rate uncertainty, in particular time-varying discount
rates, is relatively recent. This commenter cited several papers, including a literature
review published in 2002 in AEA’s Journal of Economic Literature; the review discussed

® The Stockholm Environment Institute determined that four of the five sources cited in the proposal as the
basis for the Ramsey parameter estimates are inconsistent with the numerical estimates presented in
proposed rulemaking. See OAR-2009-0472-7432.1, pg 11.
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numerous arguments for time-varying discount rates dating back to a 1937 paper.’
Likewise, the Environmental Defense Fund and the NYU Institute for Policy Integrity
pointed out the qualitative conclusions of the work by Newell and Pizer are “reinforced in
a general theoretical setting by Gollier and Weitzman” (7246.1, pg 21).°

Likewise, the Environmental Defense Fund and NYU Institute for Policy Integrity
supported the adjustment of discount rates for uncertainty and recommended that EPA do
so to determine the principal SCC estimates, rather than limit it to sensitivity analysis.
These commenters described the choice between the Weitzman and Newell-Pizer
approaches, which define discount rate uncertainty in different ways, as a false one
because each approach supports the same conclusion: “in the presence of uncertainty over
the appropriate discount rate, future costs and benefits should be discounted at a rate that
declines over time” (7246.1, pg 21). However, they noted that if forced to choose one or
the other, they would advise Newell and Pizer because of “its careful use of historical
data, its demonstration that time-varying discount rates are rigorously justified on strictly
descriptive grounds, and its development of a rigorous analytical methodology that can
be readily applied to the computation of SCC values in the current context” (7246.1, pg
20-21).

Another commenter identified the potential time inconsistency as an issue to consider
when applying Newell and Pizer (2003) to SCC estimates. Specifically, Dr. Rose stated
that the Newell and Pizer discounting framework may present values that are inconsistent
with various alternative futures; he further noted that such inconsistencies would likely be
greater if climate impacts affect future economic growth (7276.1).

The Environmental Defense Fund and NYU Institute for Policy Integrity addressed the
critique that rank ordering of present value and future value of benefits may produce
different results when using time-differential discount rates. They maintained that the
timing of the investment decision is not arbitrary—it is made by individuals in the present
under known certainties. Rather, concerns about time inconsistency center on “a certain
pattern of discount rates (“high today, low tomorrow”) that the planner nonetheless
systematically fails to anticipate,” but that time-declining rates (e.g., Newell-Pizer)
involve a “discrete investment decision [that] must be made today, in the absence of full
information about the future discount rate, that will continue to yield returns far into the
future” (7246.1, pg 21-22). In sum, they concluded that no time inconsistency arises in
the latter case because “by the time we reach the future the decision will have already
been made. Declining discount rates merely provide an aid to current decision-making in
the face of risk™ (7246.1, pg 21-22).

Comments on Uncertainty and Risk

" Shane Frederick, George Loewenstein, and Ted O’Donoghue, “Time discounting and time preference: A
critical review,” Journal of Economic Literature (2002) 40:351-401.

8 See, for example, Martin L. Weitzman, Why the Far Distant Future Should Be Discounted at Its Lowest
Possible Rate, 36 Journal of Environmental Economics and Management, 201 (1998); Christian Gollier &
Martin L. Weitzman, How Should the Distant Future Be Discounted When Discount Rates Are Uncertain?
(Working Paper, Nov. 2009),
http://www.economics.harvard.edu/faculty/weitzman/files/discountinglongterm(2).pdf.
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Many commenters discussed the limitations of the SCC estimates, in particular the
treatment of uncertainty, catastrophic impacts, and omitted impacts, and the implications
for the benefits assessment. For example, several commenters noted that the reliance on
model-weighted averages in the proposed rule failed to capture the uncertainty in climate
impacts. The Environmental Defense Fund and NYU Institute for Policy Integrity
recommended the final rule better account for the upward skew of uncertainty by, for
example, applying an upward adjustment to the SCC estimates.

Commenters from various environmental organizations and state and regional
government agencies observed that the models do not capture numerous and significant
climate impacts, in particular potentially catastrophic events, which contributes to the
underestimation of GHG mitigation benefits. The Union of Concerned Scientists’
conclusion that the interim SCC estimates fell “far short of capturing the potentially
immense impacts of climate change” was echoed by many other commenters (e.g.,
7265.1, 7235.1, and 7274.1).

The Natural Resources Defense Council (NRDC) elaborated on the treatment of
catastrophic impacts, stating that the “SCC estimates [used in the proposed rule] are
systematically biased downward, in large part because they do not adequately reflect the
most critical issue in climate change: non-zero probabilities of extremely high and
potentially catastrophic damages” (7274.1, p. 3). NRDC observed that the set of interim
SCC estimates misrepresented the probability distribution of climate damage estimates,
which includes “a ‘fat’ right tail (low to medium probabilities of relatively high
damages), extending toward infinity (very low probabilities of profound catastrophes)”
(7274.1, pg 12). Specifically, NRDC noted that while the lower bound of the interim
SCC estimates was representative of the left tail of the distribution of damage estimates,
the upper bound was not. NRDC recommended that SCC estimates instead go to the
right of the central estimates to better represent the right-skew of the distribution. NRDC
further supports this recommendation by referring to Weitzman’s (2009) observation that
“climate change presents a long chain of tenuous inferences with huge uncertainties in
every link that undermine the capability of [integrated assessment models] to estimate
damages” (7274.1, pg 14).

Comments on Magnitude and Uses of Social Cost of Carbon

Many commenters stated that the interim SCC estimates were too low (e.g., 7301.1,
7181.1, 7093.1, 7239.1), although one commenter said SCC overstates the benefits of
GHG mitigation (7225.1). Some commenters expressed concern that EPA is using an
underestimate of the SCC to determine the stringency of the vehicle rule’s GHG
standards (e.g., 7239.1, 7265.1, 7093.1). Commenters recommended that EPA consider
higher values in the analysis to better represent the possibility of catastrophic climate
damages; some recommended specific numbers to use as the upper bound (e.g., 7189.1)
or other analyses to set a minimum lower bound (7181.1).
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Commenters discussed additional uses of SCC in rulemaking analyses as well as
presentation. For example, the Environmental Defense Fund and NYU Institute for
Policy Integrity recommended that the interagency group specify how agencies should
use SCC in traditional regulatory impact analysis and agency rulemaking. The
Stockholm Environment Institute also commented on the use and purpose of SCC, and
noted that policies designed from an insurance perspective “would not be framed in terms
of cost-benefit calculations,” but that economic analysis would inform selection of a
least-cost strategy for meeting a risk-based standard (7432.1, pg 13).

Other recommendations regarding the use and presentation of SCC included:

e Present an even number of SCC estimates (7276.1)

e Expand the presentation of information about the basis for the estimates,
including discussion about omitted impacts, a broader set of descriptive statistics,
and probability density functions (e.g., 7274.1, 7246.1)

e Considering using CO, mitigation cost in lieu of SCC estimates (7082.1)

e Incorporate a broader range of SCC estimates into the benefits analysis rather than
rely on central estimates (e.g., 7246.1).

EPA Response A:

As discussed in preamble I11.H.6, EPA and NHTSA used new SCC estimates in this final
rule that were recently developed by an interagency process, in which both agencies
participated. EPA and NHTSA critically evaluated the decisions of the interagency
group and the new SCC estimates and endorsed them as reasonable for this final rule for
the reasons presented in preamble 111.H.6. The remainder of this response discusses
EPA’s consideration of and response to the comments on discount rate, uncertainty and
risk, and magnitude and uses of the social cost of carbon, and, as relevant, how the
interagency modeling exercise addressed the methodological comments.

EPA has responded to the commenters’ other SCC comments elsewhere. Specifically,
refer to Response [B] for EPA’s response to comments regarding the interim SCC
estimates and methodology, the use of integrated assessment models, and equity-
weighting, and to Response [C] for EPA’s response to comments regarding global and
domestic valuations of SCC.

Discount rate

Many of the comments on SCC identified concerns about the discount rates applied to the
interim SCC estimates and provided different recommendations about: (i) approach used
to select discount rates; (ii) the magnitude of the discount rate, and; (iii) ways to account
for uncertainty in discount rates.

EPA’s continued assessment of the SCC literature and review of the extensive public

comments about discount rate selection reaffirms the complexity and sensitivity of this
task. Recognizing the lack of consensus about an appropriate discount rate to use in this
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context and uncertainty regarding how interest rates might change over time, EPA
selected three rates to span a plausible range of certainty-equivalent constant discount
rates: 2.5, 3, and 5 percent per year. Although EPA selected discount rates for this
exercise that differed from some of those recommended by commenters, the agency
regards its approach as defensible and transparent given its consistency with current
benefit-cost analysis principles as well as OMB’s guidelines for such analysis as
embodied in OMB Circular A-4. The Technical Support Document, Social Cost of
Carbon for Regulatory Impact Analysis Under Executive Order 12866 (hereafter, "SCC
TSD"), discusses in detail the basis for the discount rate selection.®

(i) Response to Comments on the Approach Used to Select Discount Rates

EPA considered the comments and recommendations regarding both prescriptive
approaches for discount rate selection and descriptive approaches that infer discount rates
from observed market behavior. As stated in the SCC TSD, the selection of discount
rates drew on both approaches but relied primarily on the descriptive approach.

In sum, average returns on longer-term investments were used to inform selection of
certainty-equivalent discount rates. This approach was consistent with the comments on
consumption-based rates as well as the literature. EPA recognizes its limitations but
finds this approach to be the most defensible and transparent given its consistency with
the standard contemporary theoretical foundations of benefit-cost analysis and with the
approach outlined in OMB’s existing guidance. See the SCC TSD for a detailed
explanation.

Prescriptive Approaches. EPA considered all recommendations for prescriptive
approaches, including selection of rates at 2 percent and lower within the Ramsey
framework and use of a zero discount rate (i.e., not discounting). As noted in the SCC
TSD, Ramsey (1928) argued that it is “ethically indefensible” to apply a positive pure
rate of time preference to discount values across generations. After considering the
comments and relevant literature, however, EPA ultimately decided that within the time
constraints of this rulemaking, use of observed market behavior was a more transparent
and defensible approach consistent with the federal government’s current guidelines on
intergenerational discounting. See the SCC TSD for the detailed rationale and
discussion.

NRDC presented an interesting observation regarding the relationship between damage
functions and growth rates, and maintained that declining economic growth requires a
negative discount rate. However, negative growth does not automatically imply negative
discount rates because the discount rate is a function of both rho and the product of eta

® Interagency Working Group on Social Cost of Carbon, U.S. Government, with participation by Council of
Economic Advisers, Council on Environmental Quality, Department of Agriculture, Department of
Commerce, Department of Energy, Department of Transportation, Environmental Protection Agency,
National Economic Council, Office of Energy and Climate Change, Office of Management and Budget,
Office of Science and Technology Policy, and Department of Treasury, “Social Cost of Carbon for
Regulatory Impact Analysis Under Executive Order 12866,” February 2010. EPA-HQ-OAR-2009-0472
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and growth. Therefore, one could have low, but positive discounting depending on the
value of rho.

Regardless of the relationship between economic growth and discount rate, the modeling
exercise supporting the final rule could not allow for negative discount rates because it
used constant discount rates. Moreover, negative discount rates cannot be justified using
EPA’s current discounting approach—reliance on observed market behavior to infer
discount rate. Application of a negative discount rate would involve explicit
consideration of ethical aspects of intergenerational discounting and ultimately the
selection of an appropriate social discount rate.

EPA agrees with the NYU Institute for Policy Integrity and the Environmental Defense
Fund (IPI, EDF) that use of prescriptive approaches would necessitate explicit
consideration of philosophical and legal issues (7246.1, pg 4). While EPA has
considered these comments and remains keenly aware of the normative dimensions of
discount rate selection, the selection of discount rates in the recent modeling exercise
focused primarily on economic considerations and the guidelines for intergenerational
discounting specified in OMB Circular A-4 and EPA’s guidance.

Using Market Rates to Inform Discount Rates. Several commenters expressed a
preference for explicitly prescriptive approaches but also provided comments for the
agency to consider if it used market rates to inform discount rate selection (e.g., see IPlI,
EDF, NRDC). EPA agrees with IPI and EDF’s clarification that regardless of the
approach, the choice of a discount rate is not a “value-free “objective’ decision” and
involves “deep ethical and moral judgments” (7246.1, pg. 4). While using observed
market behavior was the best approach feasible for this analysis, EPA recognizes its
limitations and will continue to seek opportunities, such as convening workshops to
explore economic and non-economic aspects of discounting, to aid our understanding of
the relevant issues. The SCC TSD explains in greater detail the rationale for using
market rates to inform discount rate selection.

EPA concurs with the comments regarding the need to carefully select an appropriate
market rate, given the numerous rates available, as well as the comments on
consumption-based discount rates. EPA carefully reviewed the literature and considered
various complexities involved in discounting over long time horizons. For example, IPI
and EDF noted that it would be difficult to justify the selection of high rates on the basis
that the returns from alternate investments would be available as compensation for those
impacted by climate change because this is unlikely to be feasible over long time
horizons. As discussed in the SCC TSD, EPA opted to use average returns on longer-
term investments rather than short term rates.

In addition, IPI and EDF stated that if EPA uses market rate of returns, it should also
analyze and consider the underlying complexities in greater detail, such as the
relationship between GHG reductions and economic growth. In particular, IPI and EDF
referred to Weitzman’s observations about a limitation of integrated assessment models:
the models” assumption of perfect correlation between GHG damage and aggregate
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economic activity is a function of the model design, not “the result of any reasoned
argument” (Weitzman 2007) (as quoted in 7246.1, pg 15). Indeed, the modeling exercise
has raised questions about the relationship between mitigation benefits and economic
growth in the models. While more analysis is required before EPA can reach definitive
conclusions, the agency recognizes this as a key issue that should be explored when
refining SCC or applying it to benefit analyses.

(it) Magnitude of Discount Rate

EPA determined lower rates are appropriate and used rates of 2.5 and 3 percent.
Consistent with the rationale presented by several commenters, risk-free rates of return
informed the selection of discount rates. However, average returns on longer-term
investments rather than short-term rates were used. The lower rates are also consistent
with the comments suggesting that mitigation should be viewed as a form of insurance
against climate damages rather than a rate of return on risky assets (e.g., NRDC,
Stockholm Environment Institute).

Many commenters disagreed with the rationale for and use of a 5 percent discount rate in
the proposed rule. In particular, several commenters stated that GHG mitigation
represents a different kind of investment than intragenerational investments analyzed
with higher discount rates like 5 percent. 1Pl and EDF concluded that there are “strong
reasons for concluding that a substantial fraction of the benefits from abatement are
uncorrelated or even negatively correlated with the returns to the economy as a whole.”
Other commenters agreed with this view and concluded that it would be appropriate to
view investment in GHG mitigation from a risk-averse perspective—i.e., investment in
mitigation as a form of insurance against uncertain future climate damages—rather than a
risky investment in mitigation technology. Consideration of SCC estimates based on a 5
percent discount rate could not be ruled out, however, and was included to represent the
view that climate damages are highly correlated with market returns, under which the
appropriate discount rate would be expected to exceed the risk-free rate.

In addition, IPI and EDF recommended 4 percent as an appropriate upper bound. While
EPA agrees with IPI and EDF that “the uncertainty (more properly the risk) over the
temperature changes resulting from a ton of GHG emissions does not justify a higher
discount rate,” it is not clear how this concern argues for setting 4 rather than 5 percent as
the upper bound (7246.1, pg 24).

In sum, EPA applied three constant certainty-equivalent discount rates (2.5, 3, and 5
percent) to the SCC estimates to account for various perspectives about risk and
uncertainty. The upper value of 5 percent accounts for the view that there may be a high
correlation between climate damages and market returns while the rest of the SCC
analysis centers on a discount rate consistent with concerns about risk aversion. See SCC
TSD for more details about the rationale for using 5 percent.

(iii) Uncertainty in discount rates
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The comments informed the ongoing consideration of how GHG benefits analysis could
account for discount rate uncertainty through differential discounting. The SCC TSD
presents the basis for EPA’s decision to account for discount rate uncertainty by using
certainty-equivalent constant discount rates, in particular inclusion of 2.5 percent to
incorporate the concern that interest rates are highly uncertain over time.

The SCC TSD also summarizes the consideration of the approaches discussed by
commenters (e.g., Newell and Pizer (2003), Weitzman (2001), and the UK’s “Green
Book” for regulatory analysis) and concludes that the proper way to model discount rate
uncertainty remains an active area of research.

In particular, key questions about potential time inconsistencies arising with differential
discounting remain unresolved. For example, in its 2008 critique of the EPA Economic
Guidelines, the EPA Science Advisory Board (SAB) found that in cases with uncertain
discount rates, “rank ordering of policies by present values and future value may differ.”
The SAB advised EPA to use caution when interpreting the results of time differential
discounting and noted that more research is warranted. Similarly, Dr. Rose noted that
there is an inconsistency between the Newell and Pizer (2003) discounting and various
alternative futures.

Several commenters considered the potential for and implications of time inconsistency
issues. For example, the Stockholm Environment Institute stated that “there is minimal
risk” of time inconsistency problems and that regardless, “no one...has the life span or
resources to arbitrage against multi-century public policies” (7432.1, pg 12). IPI and
EDF noted that the timing of the investment decision is not arbitrary—it is made by
individuals in the present under known certainties. They maintain that concerns about
time inconsistency center on “a certain pattern of discount rates (‘high today, low
tomorrow’) that the planner nonetheless systematically fails to anticipate,” but that time-
declining rates (e.g., Newell-Pizer) involve a “discrete investment decision [that] must be
made today, in the absence of full information about the future discount rate, that will
continue to yield returns far into the future” (7246.1, pg 22). IPI and EDF conclude that
no time inconsistency arises in the latter case because “by the time we reach the future
the decision will have already been made. Declining discount rates merely provide an aid
to current decision-making in the face of risk” (7246.1, pg 22). Although the
commenters presented a valid point, in light of uncertainty about how interest rates may
change over time, EPA uses a low certainty-equivalent discount rate to incorporate the
concern that interest rates are highly uncertain over time.

IPI and EDF also point out that the “choice of starting point cannot be made
independently of the underlying financial instrument used to estimate real returns over
time. The simulated paths are extensions of a particular time series, and thus correspond
to a particular financial instrument” (7246.1, pg 23). They state that the time-differential
discounting literature, which has thus far relied on lower discount rates as the starting
point, provides sufficient empirical evidence for EPA to use a similar starting point. IPI
and EDF suggest that the agency would first need to gather empirical evidence before
using alternative starting points, in light of the likely differences that would result from
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instruments with different risk levels. However, given the lack of agreement about the
starting point and proper adjustment to use in differential discounting, EPA could not
justify relying on this technique.

EPA agrees with a comment from Dr. Rose that clarifies the difference between dynamic
discount rates and uncertain rates. The SCC modeling exercise supporting the benefits
analysis in this rulemaking used certainty-equivalent constant discount rates and did not
change over time. The SCC TSD discusses in greater detail how the discount rates
accounted for uncertainty.

Uncertainty and Treatment of Impacts in the Models

Many commenters discussed the limitations of the SCC estimates, in particular the
treatment of uncertainty, catastrophic impacts, and omitted impacts, as well as the
implications for the benefits assessment. EPA has responded to these concerns by
providing a more robust discussion about these important issues that complements the
SCC estimates and better informs policy makers.

EPA considered these limitations and, as a participant in the interagency group, used best
available information and techniques to quantify such impacts as feasible and supplement
the SCC with qualitative assessments. Overall, presentation of the revised SCC estimates
in the final rule responds more fully the uncertainties and risks associated with climate
change (see the SCC TSD for discussion).

In particular, the revised estimates more fully capture uncertainty through Monte Carlo
analysis and are accompanied by a fuller discussion of the uncertainties and risks
associated with climate change, as well as the limitations of SCC. In addition to the
uncertain parameters in each model, EPA assessed three parameters—climate sensitivity,
socioeconomic and emissions trajectories, and discount rate—and sought to model them
probabilistically for purposes of formal uncertainty analysis in the interagency modeling
exercise. A probability distribution was specified for climate sensitivity and used as an
input in the three models. A probability distribution was not specified for the other two
parameters because of uncertainty about how to model them probabilistically for
purposes of formal uncertainty analysis. For example, while models can project potential
emissions pathways, assigning probability weights to different states of the world in an
analytically rigorous way proved challenging given the dearth of information on the
likelihood of a full range of future socio-economic pathways. Therefore, the modeling
exercise used multiple scenarios that span a range of socio-economic parameters and
multiple values for the discount rate.

Consistent with the commenter’s recommendations, EPA has provided much more
information about the SCC estimates and the underlying parameters in the record to the
final rule. For example, the SCC TSD shows how SCC values for 2010 vary across
model, scenario, and discount rate; it also presents the distribution of SCC estimates,
including benefit estimates at the 95th and 99th percentiles. However, EPA believes that
it is more appropriate to place the technical information in the rulemaking’s technical
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supporting documents, rather than in the preamble text, which is intended to provide a
high-level discussion of the policy issues related to the economic analysis. Therefore,
EPA has presented a summary of the SCC results in the preamble along with references
to the other rulemaking documents that provide data and methodological details
necessary to replicate the analysis.

EPA also considered the emerging literature about the treatment of risk of catastrophic
impacts and commenters’ recommendations on this issue. For example, EPA considered
the findings from Weitzman (2009) suggesting that catastrophic damages are so large that
they would dominate the effect of the discount rate in a present value calculation and
result in an infinite willingness-to-pay for GHG mitigation today. However, EPA
determined that this research requires further exploration before its generality is known
and the optimal way to incorporate it into regulatory reviews is understood. EPA also
considered ways to account for risk aversion in the SCC estimates, such as inclusion of a
risk premium, suggested by IP1, EDF, and the Pew Center on Global Climate Change.
The review showed that further research in this area is needed to develop a reasonable
approach to account for catastrophic risks in regulatory analyses. In addition, an adder
was not used given the lack of a rigorous method to select the number; choosing an adder
value would at this point amount to an arbitrary decision. Finally, available information
did not support rigorous inclusion of an option value, as recommended by the IPI and
EDF. See the SCC TSD for more about the consideration of catastrophic risk.

Instead, low probability, high impact events are incorporated into the SCC values through
explicit consideration of their effects in two of the three models as well as the use of a
probability density function for equilibrium climate sensitivity (see the SCC TSD).
Treating climate sensitivity probabilistically results in more high temperature outcomes
than analyzing climate sensitivities of specific values (e.g., 1.5 or 4.5), which in turn lead
to higher projections of damages. EPA has also presented a detailed qualitative
assessment of potential catastrophic damages and the implications for SCC estimates in
the SCC TSD. EPA remains interested in research about practical and robust methods to
address this important consideration.

The SCC TSD further emphasizes the need to explore the sensitivity of the results to
other aspects of the models, in particular how the damage functions incorporate
adaptation, technological change, and catastrophic damages. While it is not possible at
this time to provide a precise list of each model’s treatment (i.e., included, excluded) of
climate impacts, EPA has presented a robust discussion of this key analytical issue and
placed more detailed model information in the docket.

In particular, the SCC TSD discusses in detail how each model estimates climate impacts,
the known parameters and assumptions underlying those models, and the implications of
incomplete treatment of impacts (catastrophic and non-catastrophic) for the SCC
estimates. This discussion underscores the difficulty in accurately distilling the models’
treatment of impacts in table-form. Most notably, the use of aggregate damage
functions—which consolidate information about impacts from multiple studies—in two
of the models poses a challenge in listing included impacts. For example, within the
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broad agricultural impacts category, some of the sub-grouped impacts are not explicitly
modeled but are highly correlated to other subcategories that are explicitly modeled.
Therefore, it may be misleading to identify these kinds of impacts as either “included” or
“omitted” from the model. Along those lines, impacts may be included in models but not
directly; the Dynamic Integrated Climate and Economy (DICE) model represents
adaptation implicitly through the choice of studies used to calibrate the aggregate damage
function, and the Climate Framework for Uncertainty, Negotiation, and Distribution
(FUND) model includes adaptation both implicitly and explicitly (see the SCC TSD for
details).

Accordingly, EPA recognizes the need for a thorough review of damage functions—in
particular, how the models incorporate adaptation, technological change, and catastrophic
damages. EPA has considered the Pew Center on Global Climate Change’s
recommendation to conduct an expert elicitation on the value of omitted impacts, but
determined that conducting a rigorous and complete expert elicitation was not possible
within the rulemaking timeline. However, the Federal government is committed to
exploring these models—e.g., determining which impacts are included and omitted—and
how they can be modified to produce more accurate estimates of the SCC. EPA regards
the SCC TSD as a starting point in the inquiry into the models’ treatment of impacts and
to motivate new research.

Regarding recommendations to modify model parameters that were not adjusted in this
exercise, see Response B for EPA’s response.

Magnitude and Uses of the Social Cost of Carbon

EPA considered various comments about the magnitude of SCC estimates (e.g., interim
SCC was too low). Many commenters recommended that EPA consider higher values in
the analysis to better represent the possibility of catastrophic climate damages; some
recommended specific numbers to use as the upper bound (e.g., CARB) or other analyses
to set a minimum lower bound (e.g., Union of Concerned Scientists). In response, EPA
has focused on developing a rigorous methodology to improve its characterization of
SCC rather than selecting estimates from the published literature. Accordingly, EPA
continued to review the SCC literature, participated in the interagency review of SCC,
and conducted the modeling exercise (see the SCC TSD for detailed discussion about the
basis for the modeling exercise, the methodology, and results). Consistent with
recommendations to justify any weighting schemes used, the SCC TSD explains why
each model and two of the parameters (socioeconomic emissions trajectories and
discount rates) are weighted equally; it also presents the rationale for the probability
distribution for climate sensitivity.

EPA disagrees with one commenter who said that SCC overstates the benefits of
mitigation and attributed it to emissions leakage, i.e., shifting emissions from the region
subject to the GHG mitigation requirements to a location without such requirements.
Emissions leakage could reduce or negate the net reduction in global emissions.
However, emissions leakage would affect the estimate of total emissions and it is not
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relevant to the value of a one ton reduction in CO, emissions (i.e., SCC) in this case. As
discussed in the SCC TSD, we have assumed that this rule would result in small
(marginal) impacts on cumulative global emissions. Even in the unlikely event that
emissions leakage occurred under this rulemaking, it would not alter the cumulative
global emissions trajectory underlying the SCC estimates. Regarding the potential for
leakage under this rule, EPA finds the commenter’s suggestion that people will move to
other countries to avoid purchasing cars with higher fuel economy standards highly
implausible. See Preamble I11.H.5 for further discussion about considerations of turnover
rate for the vehicle fleet and the implications thereof. See also the prior sections of this
response for detailed discussion about treatment of uncertainty in SCC estimates, in
particular the treatment of omitted impacts, and the implications for the benefits
assessment.

On the other hand, the SCC TSD does not, as another commenter recommended,
explicitly direct agencies to view the SCC as a minimum value for GHG reduction
benefits. Instead, the SCC TSD presents detailed methodological information and a
discussion of the SCC limitations, thereby enabling interpretation of the estimates as they
are used in this analysis.

EPA also considered comments about the use and presentation of SCC in rulemaking
analyses. For example, IPI and EDF recommended that the interagency group specify
how agencies should use SCC in traditional regulatory impact analysis and agency
rulemaking. In response, the SCC TSD identifies the purpose of SCC and details how to
use it to estimate the benefits of policies resulting in marginal reductions in CO,
emissions. The SCC TSD further notes that there is a separate question of whether the
SCC is an appropriate tool for calculating the benefits of reduced emissions from policies
that have a large (non-marginal) impact on global cumulative emissions. The analysis
supporting this final rule does not attempt to answer that question.

Overall, EPA recognizes the importance of traditional regulatory impact analyses and the
EPA Regulatory Impact Analysis (RIA) presents four new SCC estimates used to
estimate benefits of the marginal reductions in CO, emissions under this final rule (see
EPA RIA 7.5).

In response to Ford’s recommendation to consider using CO, mitigation cost in lieu of
SCC estimates, EPA has determined that doing so would eliminate useful information
from the economic analysis about the CO; benefits of the standards. Indeed, Executive
Order 12866 states that agencies are required, to the extent permitted by law, “to assess
both the costs and the benefits of the intended regulation and, recognizing that some costs
and benefits are difficult to quantify, propose or adopt a regulation only upon a reasoned
determination that the benefits of the intended regulation justify its costs.” Other sections
of the economic analysis consider the costs to achieve the standards in this final rule (e.g.,
see Preamble Section I11.H.3 for discussion about the annual cost per ton of GHG
reduction).
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In addition, SEI commented that policies designed from an insurance perspective “would
not be framed in terms of cost-benefit calculations,” but that economic analysis would
inform selection of a least-cost strategy for meeting a risk-based standard. EPA
continues to recognize that the estimates do not include all significant climate changes
damages and are therefore underestimates. As a result, EPA has supplemented the
quantified benefit estimates with a qualitative discussion about benefits.

It is also useful to recognize the somewhat limited role that the monetary value placed on
the SCC plays in the determination of what emissions standards should be adopted in this
final rule. EPA used the benefit-cost analysis as one consideration among many to
evaluate the overall reasonableness of the emissions standards chosen. See preamble
section I11.D for a complete discussion of the various factors analyzed and balanced by
EPA in determining the stringency of the final standard. In this case, the benefits of the
standards are significantly greater than the costs, and this would be the case whether EPA
considered the domestic value for the SCC, the global value for the SCC, or a range of
values including higher SCC values. The specific range or values used in this analysis
are therefore not outcome determinative as far as deciding what emissions standards to
adopt, as the standards adopted by EPA would still be reasonable from a net benefits
perspective under a wide range of SCC.

EPA considered Dr. Rose’s comments about the number of SCC estimates presented and
basis for deciding on an appropriate SCC estimate. In response, EPA has presented four
SCC estimates and calculated benefits at each SCC value. The SCC TSD discusses in
detail the methodological soundness of and treatment of uncertainty and risk in the four
SCC estimates. In sum, the four SCC estimates are considered to capture many of the
uncertainties involved in regulatory impact analysis.

Regarding the commenters’ concerns about omitted impacts and recommendations to
expand the presentation of information about the estimates, see above section,
Uncertainty and Treatment of Impacts in Models, for EPA’s response. In addition, the
SCC TSD presents the distribution of SCC estimates, including benefit estimates at the
95™ and 99" percentiles. Variation in climate sensitivity is reflected, along with other
parameters that are treated as uncertain in the models, in differences between SCC
estimates for a given socio-economic trajectory and discount rate. EPA has also made the
full model results available in the docket for this rule; see OAR-2009-0472.

In addition, EPA notes IPI and EDF’s recommendation for the interagency group to “give
explicit direction to agencies on how to account for ancillary benefits associated with
GHG reductions” (7246.1, pg 42). As noted above, the SCC TSD reiterates the need to
document more thoroughly omitted impacts and monitor the literature for emerging
research. As the research evolves, the Federal government, including EPA, is committed
to exploring how modeling can be improved so that these aspects are better reflected in
the SCC.

EPA agrees with the Center for Biological Diversity’s observation that omission of
impacts from the SCC estimates effectively assigns such impacts a value of zero, but
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disagrees with the Center’s interpretation of the Ninth Circuit’s decision that agencies
must quantify non-zero benefits. First, EPA has provided a non-zero estimate of the
benefits of this rulemaking’s reduction in CO, emissions. As discussed at length above
and in the SCC TSD, some of the benefits cannot currently be quantified in a rigorous
manner and were therefore presented in a qualitative manner. Both the qualitative and
quantitative presentation of benefits incorporates the results of the Federal government’s
extensive review of SCC and recent modeling exercise, which was based on best
available information. Second, the Center for Biological Diversity’s argument applies
most directly to rulemakings in which the economic analysis determines the stringency of
the standard. See 538 F. 3d at 1201-02 (court found arbitrary NHTSA’s determination
not to monetize social cost of carbon when utilizing a marginal cost benefit analysis and
where this decision directly influenced the stringency of the standard). Moreover, that
case involved a situation where the agency assigned no monetary value to the social cost
of carbon, clearly not the case here. As noted above and in our other comment responses,
the stringency of this rulemaking’s standard, in fact, is not determined by the monetized
benefits of GHG reductions. As discussed further below, the benefit-cost analysis used
for this rule played a part in EPA’s overall conclusion that the rule is reasonable, but did
not determine the standard’s stringency. See, for example, preamble section I11.D, which
discusses the basis for EPA’s determination and notes that issues of technology
availability, cost (to both manufacturers and consumers), and available leadtime are the
critical decision factors.

EPA RESPONSE B

Organization: See table below.

Commenter Affiliation

Document ID Number

California Air Resources Board

EPA-HQ-OAR-2009-0472-7189.1

Center for Biological Diversity

EPA-HQ-OAR-2009-0472-7265.1

Environmental Defense Fund

EPA-HQ-OAR-2009-0472-7246.1

Ford Motor Company

EPA-HQ-OAR-2009-0472-7082.1

Institute for Policy Integrity at
New York University School of
Law

EPA-HQ-OAR-2009-0472-7246.1

Natural Resources Defense
Council

EPA-HQ-OAR-2009-0472-7274.1

New Jersey DEP

EPA-HQ-OAR-2009-0472-7093.1

Pew Center

EPA-HQ-OAR-2009-0472-7239.1

Private Citizen (Adcock, James)

EPA-HQ-OAR-2009-0472-5385

Private Citizen (Rose, Stephen)

EPA-HQ-OAR-2009-0472-7276.1

Stockholm Environment
Institute-US Center

EPA-HQ-OAR-2009-0472-7432.1

Union of Concerned Scientists

EPA-HQ-OAR-2009-0472-7181.1

University of California Santa
Barbara Bren Working Group

EPA-HQ-OAR-2009-0472-7188.1
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Comments:

EPA received extensive comments about the methodology used to derive the interim SCC
estimates as well as comments on the use of integrated assessment models, and equity-
weighting.

Comments on the Methodology Used for Interim SCC Estimates

While the Ford Motor Company noted that the interim methodology was acceptable
given available data, many commenters—representing academic and environmental
organizations—expressed concerns that the filters were too narrow and stated that model-
weighting averaging was inappropriate. In general, the latter group of commenters
observed that averaging and model-weighting the filtered estimates further restricted the
SCC dataset and obscured the variability among published SCC estimates.

For example, the Stockholm Environment Institute (SEI) characterized the interim
methodology as biased and reflective of an incomplete reading of the economic literature,
and stated that other studies and models should have been included (7432). In particular,
SEI identified the peer-review filter as problematic because it resulted in the exclusion of
SCC estimates from the heavily scrutinized Stern Review, which *“offered an innovative,
rigorous analysis leading to a relatively high estimate of the SCC, $85 per ton of CO,”
(7432.1, pg 3). Although the Stern Review authors did not release their results in a peer-
reviewed journal, their study received a level of scrutiny “far beyond the normal peer
review process for articles published in academic journals” (7432.1, pg 3).

Similarly, Dr. Rose identified reliance on the most recent versions of each model as
problematic. He stated that because there has been little change in SCC modeling since
2001, it was incorrect to assume that the most recent estimates are superior. The
commenter concluded that limiting consideration to “the most recent results reduces
sample size and makes results highly contingent on most recent applications and
assumptions used” (7276.1, pg 1-2).

Moreover, the Natural Resources Defense Council (NRDC) described the interagency
group’s reliance on model-weighted averages, which further compounded this distortion
and failed to capture estimates for extreme climate events, as “astonishing,” based on the
current understanding of climate science (7274.1, pg 14). Other commenters likewise
concluded that the filters and model-weighting procedures exacerbated what is widely
understood to be a partial accounting of mitigation benefits (e.g., 7432.1, 7276.1).

Several commenters expressed concerns about averaging SCC estimates from different
discount rates; one commenter clarified that this is incorrect because the discount rates
represent different judgments about “the value of temporal trade-offs” (7276.1, pg 3; see
also 7188.1, 7208.1). That is, estimates from each discount rate encompass inconsistent
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assumptions about the type of investments made and how their value changes over time.
In addition, EPA received extensive comments about the selection of discount rates,
which is discussed separately in Response to Comments [A].

Finally, one commenter recommended an alternative approach to monetize the benefits of
reductions in CO, emissions (see 5385, pg 3). Specifically, this commenter
recommended extrapolating the results of local-scale ecosystem service valuations, such
as one for Puget Sound, to a global estimate of SCC.

Comments on Use of Integrated Assessment Models

Three commenters discussed the limitations of the integrated assessment models,
concluding that the interagency group’s selection of models and reliance on the model
authors’ datasets contributed to the downward bias of the interim SCC estimates (7432.1,
7239.1, 7274.1). One commenter observed that the integrated assessment models rely
heavily on projections of GHG emissions and temperatures from the Intergovernmental
Panel on Climate Change (IPCC) to estimate the value of economic damages and cited
evidence to support the view that these projections are conservative.°

Indeed, the Stockholm Environment Institute characterized all three models’ default
datasets as “embody[ing] controversial judgments” (7432.1, pg 4). The Stockholm
Environment Institute presented numerous examples of such judgments, including the
“surprisingly low” estimate of climate damages in DICE. The Stockholm Environment
Institute clarified that DICE relies on estimates of agricultural impacts developed in the
1990s that were “excessively optimistic about potential benefits from warming, and
contained some basic analytical errors” (7432.1, pg 6). The Stockholm Environment
Institute further noted that a UC-Berkeley economist has run DICE using the current data
and found that climate damages in the U.S. could be four times greater than those derived
using the DICE default dataset (7432.1, pg 6).

Accordingly, these commenters recommended the agencies run the models with other
datasets and also modify some of the models’ assumptions. For example, they suggested
modifying certain model parameters in the exercise—e.g., global value of a statistical life
(VSL), an adaptation function, and damage functions allowing cross-sectoral impacts
(7274.1, 7432.1).

Comments on Equity Weighting

EDF and IPI discussed an inconsistency between the discounting approach used in the
proposed rule, which applies differential equity weights on a timescale, and “the decision

10 Commenter stated that “following every IPCC assessment report (four to date), many predictions have
turned out worse than expected. Each IPCC assessment report is grimmer than the previous. There are
already signs that the last assessment report of 2007 (the Fourth Assessment Report, FAR) had overly
optimistic ‘best guesses.”” Commenter cited findings published after release of the FAR, including
evidence that summer sea ice could disappear by 2030, much sooner than the IPCC’s projection of
disappearance by the end of the century. See Science Magazine 326(5955): 926-928. (OAR-2009-0472-
7274.1, pg 10).
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not to apply differential equity weights to the impacts on different income groups within
a single generation” (7276.1, pg 8). They clarified the point “is not necessarily to
recommend that equity weights be applied for intratemporal transfers: although there
would appear to be strong ethical grounds for such an approach, the determination of
those equity weights would be an enormous challenge in itself” (7276.1, pg 8).

NRDC likewise noted an inconsistency and stated that “failing to weigh damages by
income levels is inconsistent with economic theory” (7274.1, page 5). NRDC further
noted it is “difficult to justify [not using equity weights] on ethical grounds: most of the
world’s poor neither emitted the CO, emissions responsible for current atmospheric
concentration levels, nor economically benefited from them—resulting in the poor having
the least ability to absorb climate damages” (7274.1, page 6). NRDC recommended that
EPA apply equity-weights to the SCC estimates by taking into account the relative
reductions in wealth in different regions of the world and use a number for the VSL that
is equal between all countries and populations. See EPA-HQ-OAR-2009-0472-7274.1
for further discussion.

EPA Response B:

The commenters’ input informed the development of the new SCC estimates. This
response addresses the following issues identified by the commenters: the methodology
used to derive the interim estimates, the use of integrated assessment models, and equity-
weighting (see letters from California Air Resources Board, Center for Biological
Diversity, Ford, NJ DEP, Natural Resources Defense Council, Pew Center on Climate,
Dr. Rose, Stockholm Environment Institute, University of California Santa Barbara Bren
Working Group, and Union of Concerned Scientists). EPA has responded elsewhere to
the commenters’ other comments related to SCC. Specifically, refer to Response [A] for
EPA’s response to comments regarding discount rate, uncertainty and risk, and
magnitude and uses of the social cost of carbon, and to Response [C] for EPA’s response
to comments regarding global and domestic valuations of SCC.

Methodology Used to Derive Interim Estimates

EPA received and considered extensive comments about the methodology used to derive
the interim SCC estimates. EPA recognized the limitations of the interim approach—a
meta-analysis that relied on published SCC estimates—but judged it as the best option
given the limited time available to coordinate among federal agencies and develop SCC
estimates for the proposed rule. However, EPA did not continue with its interim
approach and instead developed new SCC estimates for this rule. Specifically, the
interagency SCC group, in which EPA participated, reconvened on a regular basis to
generate improved SCC estimates that respond to the concerns raised by commenters. As
noted in Preamble 111.H.6, EPA has critically evaluated the decisions of the group and the
new SCC estimates and endorses them as reasonable for this final rule.
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The revised SCC methodology responds to comments in several key ways. First, we
agree with the commenters’ concerns about the use of model-weighted means (e.g., see
NRDC, SEI, Dr. Rose). The new results are weighted equally by model because the
exercise produced an equal number of estimates for each model. Second, we agree that it
IS inappropriate to combine SCC estimates across discount rates. None of the revised
SCC estimates has been averaged across discount rates. (See Response to Comment A
for consideration of comments about the rationale for discount rates, approach used to
select rates, the magnitude of rates, and treatment of uncertainty.) The Technical Support
Document, Social Cost of Carbon for Regulatory Impact Analysis Under Executive Order
12866 (hereafter, "SCC TSD"), also responds to these comments by presenting the
rationale for discount rate selection.™* Third, as discussed further in Response to
Comment A, the modeling exercise resulted in a fuller distribution of SCC estimates and
better accounted for uncertainty through a Monte Carlo analysis. See the SCC TSD for
detailed explanation about probabilistic treatment of climate sensitivity in the modeling
exercise.

The commenters also had concerns about the filters used to narrow down the pool of
existing SCC estimates for consideration in the proposed rule, noting that they were
overly restrictive, or that the sample otherwise excluded key studies (e.g., Dr. Rose, SEI,
UC-Santa Barbara Bren Working Group). In response, EPA notes that the approach used
in this final rule—conducting new model runs—has avoided this particular challenge. As
noted in the SCC TSD, the modeling exercise produced a vast amount of data for
consideration.

In addition, EPA considered comments about the selection of a growth rate applied to
climate damages for the interim SCC estimates (CARB, Center for Biological Diversity).
Rather than assuming a constant annual growth rate, we estimated the growth rate of the
SCC directly using the Dynamic Integrated Climate and Economy (DICE), Policy
Analysis of the Greenhouse Effect (PAGE), and Climate Framework for Uncertainty,
Negotiation, and Distribution (FUND) models. This approach helped to ensure that the
estimates are internally consistent with other modeling assumptions. See the SCC TSD
for a table that illustrates how the growth rate for these four SCC estimates varies over
time; the SCC TSD also presents the full set of annual SCC estimates between 2010 and
2050.

The California Air Resources Board presented a valid critique about the non-trivial
variation in climate scenarios underlying the interim SCC estimates; Dr. Rose also
described the selection of socioeconomic emissions scenarios for the interim estimates as
limited. For the new SCC estimates, we used socio-economic and emission trajectories
that span a range of plausible scenarios. Five trajectories were selected from the recent

! Interagency Working Group on Social Cost of Carbon, U.S. Government, with participation by Council
of Economic Advisers, Council on Environmental Quality, Department of Agriculture, Department of
Commerce, Department of Energy, Department of Transportation, Environmental Protection Agency,
National Economic Council, Office of Energy and Climate Change, Office of Management and Budget,
Office of Science and Technology Policy, and Department of Treasury, “Social Cost of Carbon for
Regulatory Impact Analysis Under Executive Order 12866,” February 2010. EPA-HQ-OAR-2009-0472
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Stanford Energy Modeling Forum exercise, EMF-22; each trajectory was used
consistently in the three models. Four trajectories represent potential business-as-usual
(BAU) growth in population, wealth, and emissions and are associated with CO, (only)
concentrations ranging from 612 to 889 ppm in 2100. The fifth trajectory represents an
emissions pathway that achieves stabilization at 550 ppm CO.e (i.e., CO,-only
concentrations of 425 — 484 ppm or a radiative forcing of 3.7 W/m?) in 2100, a lower-
than-BAU trajectory.

We note Dr. Rose’s comment that “it would be arbitrary to use SCC estimates off of
aspirational pathways for policies that generate small net changes in global emissions.
Instead, estimates off of baseline projections are more consistent with current policy
decisions with marginal global GHG emissions implications, as well as a risk
management approach designed to internalize risks that the USG wishes to avoid or
hedge against” (7276.1, pg 2). However, as explained in the SCC TSD, the modeling
exercised relied primarily on BAU trajectories but also included a lower-than-BAU
trajectory that would be consistent with widespread action by countries to mitigate GHG
emissions. The lower-than-BAU trajectory was chosen because it represents the most
stringent case analyzed by the EMF-22 where all the models converge: a 550 ppm, not to
exceed, full participation scenario. See the SCC TSD for complete discussion.

Regarding Dr. Rose’s question about why the Hope (2006) estimates were labeled as 5
percent: One common equation used to calculate the discount rate is the Ramsey
equation: r = p + g*n, where p is the pure rate of time preference, g is the growth rate,
and n is the elasticity of the marginal utility of consumption. The pure rate of time
preference cited in the Hope (2006) article is 3% per year. While the actual discount rate
varies over time, it is relatively common to refer to the discount rate as the pure rate of
time preference plus 2%, where the 2% is roughly the growth rate times the elasticity of
the marginal utility of consumption. A more accurate categorization would be
“approximately 5% or “a pure rate of time preference of 3%.” As noted in Response A,
EPA used a different approach to discount SCC estimates in the final rule.

Dr. Rose also requested more information to understand the application of Newell and
Pizer discounting to the interim SCC estimates. The undiscounted stream of benefits was
not available for each of the studies included in this analysis. The way that the Newell
and Pizer (2003) findings were adapted for the interim values was to apply the adjustment
factors implied by either their preferred random walk model or mean-reverting model.
According to the random walk model, SCC estimates based on a 3% or 5% discount rate
are increased by 70.733% and 89.8%, respectively. The mean-reverting model implies
increases of 10.733% and 16.8% for estimates based on a 3% or 5% discount rate.

Note Newell and Pizer based adjustment factors were not applied to estimates from Guo
et al. (2006) that use a different approach to account for discount rate uncertainty.

EPA notes Dr. Rose’s recommendation to ensure consistency in presenting the SCC

analysis in each agency’s section of the joint rule. Tables in the proposed rule, for
example, used different dollar years to report the same SCC estimates (e.g, 2007$ in
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EPA’s preamble section and 2006$ in NHTSA’s preamble section). The agencies agree
with the commenter’s recommendation and have ensured to the extent possible that the
sections in this rule are consistent. Moreover, the same detailed analysis of SCC
presented in the SCC TSD supports the entire rulemaking.

In response to Dr. Rose’s request for information about base years and Newell and Pizer
discounting, please see the table below.

Base year (Best available Year Dollars (Best available

Model Study info) info)
FUND Anthoff et al. 2009 2000 2000
FUND Link and Tol 2004 1995 1995
FUND Guo et al. 2006 1995 1995
Wahba & Hope
PAGE 2006 2000 2000
PAGE Hope 2006 2000 2000
DICE Nordhaus 2008 2005 2005

Additionally, the commenter requested a complete list of references. The references are
as follows:

e Anthoff, D., C. Hepburn, and R. Tol. 2009. Equity weighting and the marginal
damage costs of climate change. Ecological Economics 68: 836:849.

e Guo, J., C.J. Hepburn, R. Tol, and D. Antoff. 2006. Discounting and the social
cost of carbon: a closer look at uncertainty. Environmental Science and Policy 9:
205-216.

e Hope, Chris. 2008. Optimal carbon emissions and the social cost of carbon over
time under uncertainty. The Integrated Assessment Journal 8(1): 107-122.

e Hope, Chris. 2006. The Marginal Impact of CO2 from PAGE2002: An Integrated
Assessment Model Incorporating the IPCC’s Five Reasons for Concern. The
Integrated Assessment Journal 6(1): 19-56.

e Link, P.M., and R. Tol. 2004. Possible economic impacts of a shutdown of the
thermohaline circulation: an application of FUND. Portuguese Economic Journal
3:99-114.

e Newell, R., and W. Pizer. 2003. Discounting the distant future: how much do
uncertain rates increase valuations? Journal of Environmental Economics and
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Management 46: 52-71.

e Nordhaus, William. 2008. A Question of Balance: Weighing the Options on
Global Warming Policies. New Haven, CT: Yale University Press.

e Tol, R. 2008. The Social Cost of Carbon: Trends, Outliers and Catastrophes.
Economics: The Open-Access, Open-Assessment E-Journal 2(25): 1-24.

e Wahba, Mohammed, and Chris Hope. 2006. The marginal impact of carbon
emissions under two scenarios of future emissions. Energy Policy 34: 3305-3316.

Other Methodology Comments. Consistent with Dr. Rose’s recommendation to “strive
for an enduring and transparent methodology that can be readily and transparently
updated,” the SCC TSD presents a detailed discussion of the development of the
interagency modeling exercise and the resulting SCC estimates. As noted in the SCC
TSD, the main objective of this process was to develop a range of SCC values using a
defensible set of input assumptions grounded in the existing scientific and economic
literatures. In this way, key uncertainties and model differences transparently and
consistently inform the range of SCC estimates used in this rulemaking process.

Furthermore, the Federal government has committed to updating the new SCC estimates
as the science and economic understanding of climate change and its impacts on society
improves over time. The interagency group set a preliminary goal of revisiting the SCC
values within two years or at such time as substantially updated models become
available, and to continue to support research in this area.

EPA notes with interest the valuation of Puget Sound ecosystem services identified by
commenter 5385, but regards the commenter’s suggestion to extrapolate these results to a
national or global SCC as problematic. In particular, the commenter’s recommendation
does not incorporate findings from the existing scientific and economic literature about
climate change impacts on other sectors. Furthermore, while the estimated value of
ecosystem services in Puget Sound could inform assessments of the monetized value of
climate change impacts in that region, it does not assign a dollar value to the impacts
associated with a marginal unit of CO, emissions. In short, it lacks a defensible approach
that accounts for the various complexities involved in projecting CO, emissions and
associated climate impacts on global scale.

In contrast, the integrated assessment models used to estimate the new SCCs combine
climate processes, economic growth, and feedbacks between the climate and the global
economy into a single modeling framework. As discussed in the SCC TSD, these models
translate emissions into changes in atmospheric greenhouse concentrations, atmospheric
concentrations into changes in temperature, and changes in temperature into economic
damages. The emissions projections used in the models are based on specified socio-
economic (GDP and population) pathways. These emissions are translated into
concentrations using the carbon cycle built into each model, and concentrations are
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translated into warming based on each model’s simplified representation of the climate
and a key parameter, climate sensitivity.

Use of Integrated Assessment Models

Several commenters discussed the use of the integrated assessment models, concluding
that the interagency group’s selection of models and reliance on the model authors’
datasets contributed to the downward bias of the interim SCC estimates.

Model choice. EPA agrees with SEI that DICE, FUND, and PAGE are not the only
relevant climate economics models and has clarified its characterization of these models
as well as its rationale for continuing to use them in the final rule. Overall, we find
DICE, FUND, and PAGE useful because they combine climate processes, economic
growth, and feedbacks between the climate and the global economy into a single
modeling framework, but we recognize that this advantage comes at the expense of a
more detailed representation of the underlying climatic and economic systems. However,
as noted by SEI, these models have “been widely used by other investigators, precisely
because of their simplicity and transparency” (7432.1, pg 4). Moreover, other integrated
assessment models have not linked physical impacts to economic damages. The limited
amount of research linking climate impacts to economic damages makes this exercise
even more difficult (see the SCC TSD for more information).

Others commented on the version of the models used to derive the interim SCC
estimates. Pew noted that few studies have been published using the most recent version,
but identified several expected to be released by the time of the final rule and encouraged
EPA to account for those. As discussed in the SCC TSD, EPA used SCC estimates from
new model runs rather than selecting from those in the literature; EPA has continued to
review developments in the SCC literature.

We note that Pew’s comments about the values resulting from the most recent version of
FUND are incorrect. According to EPA’s March 2010 communication with Dr. Anthoff,
all of the deterministic SCC estimates were positive for the discount rates investigated in
a paper that he prepared for Pew using FUND 3.5; this does not mean that FUND 3.5
produces positive SCCs for any discount rate. Also, FUND uses a Major.Minor
numbering system rather than calendar year to label the versions. EPA used the latest
version of this model, FUND 3.5, that was available at the time of the modeling exercise.

Datasets used in models. NRDC observed that the integrated assessment models rely
heavily on projections of GHG emissions and temperatures from the Intergovernmental
Panel on Climate Change (IPCC) to estimate the value of economic damages and cited
evidence to support the view that these projections are conservative. Also, SEI
characterized all three models’ default datasets as “embody[ing] controversial
judgments” (7432.1, pg 5). SEI presented numerous examples of such judgments,
including the “surprisingly low” estimate of climate damages in DICE, and clarified that
DICE relies on estimates of agricultural impacts developed in the 1990s that were
“excessively optimistic about potential benefits from warming, and contained some basic
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analytical errors” (7432.1, pg 6). SEI further noted that a UC-Berkeley economist has
run DICE using the current data and found that climate damages in the U.S. could be four
times greater than those derived using the DICE default dataset (7432.1, pg 6).

EPA regards with interest the commenters’ specific recommendations to modify model
parameters that were not adjusted in the exercise—e.g., global value of a statistical life
(VSL), an adaptation function, and damage functions allowing cross-sectoral impacts
(e.g., NRDC and SEI). Research gaps and practical constraints required us to limit
modification of the models to socioeconomic and emissions scenarios, climate sensitivity,
and discount rate. Therefore, the modeling exercise relied on the default values in the
latest available version of each model for the remaining parameters. Moreover,
continuing to use the models’ default values for some parameters allowed the exercise to
account for different approaches to quantifying damages. While EPA recognizes that the
models’ translations of physical impacts to economic values are incomplete, approximate,
and highly uncertain, it regards them as the best available representations.

As noted in Response A, the SCC TSD further emphasizes the need to explore the
sensitivity of the results to other aspects of the models, in particular how the damage
functions incorporate adaptation, technological change, and catastrophic damages. The
Federal government is committed to supporting new research and exploring how to value
the benefits of reduced GHG emissions. As the research evolves, the Federal government
is also committed to exploring how modeling can be improved so that these aspects are
better reflected in the SCC. The interagency group plans to revisit the SCC estimates
within two years.

Equity weighting and value of statistical life

NRDC recommended that EPA apply equity-weights to the SCC estimates by taking into
account the relative reductions in wealth in different regions of the world and use a
number for the VSL that is equal between all countries and populations. As noted in the
SCC TSD, we recognize the inconsistency between accounting for wealth differences
over time through the discount rate and declining to do so on a geographical scale.
However, after considering the literature on equity-weighting, we decided not to use
equity-weights because putting it into practice and defending it for domestic regulatory
analysis would raise complex conceptual, empirical, and normative problems (see the
SCC TSD).

As discussed in Response A, the modeling exercise relied on the default values for VSL
because it was not one of the parameters chosen to be held constant across all three
models.

EPA RESPONSE C

Organization: See Table below.

Commenter Affiliation Document ID Number
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Environmental Defense Fund EPA-HQ-OAR-2009-0472-7246.1

Georgia-Pacific EPA-HQ-OAR-2009-0472-7122.1

National Automobile Dealers EPA-HQ-OAR-2009-0472-7182.1
Association (NADA)

National Petrochemical & EPA-HQ-OAR-2009-0472-7234.1
Refiners Association

Natural Resources Defense EPA-HQ-OAR-2009-0472-7274.1
Council

NYU Institute for Policy EPA-HQ-OAR-2009-0472-7246.1
Integrity

Pew Center EPA-HQ-OAR-2009-0472-7239.1

Private Citizen (Adcock, James) EPA-HQ-OAR-2009-0472-5385

Private Citizen (Rose, Stephen) EPA-HQ-OAR-2009-0472-7276.1

Texas Chemical Council EPA-HQ-OAR-2009-0472-7290

University of California Santa EPA-HQ-OAR-2009-0472-7188.1
Barbara Bren Working Group

Comment Summary:

Seven commenters, representing academia and environmental organizations, supported
the proposed rule’s preference for global SCC estimates while several industry groups
stated that under the Clean Air Act, EPA is prohibited from using global estimates. The
commenters supporting a global SCC described it as the most appropriate way to account
for the public good aspects of GHG emissions and climate protection.

The Environmental Defense Fund and NYU Institute for Policy Integrity described
climate stability as a special public good case because it is a global one, meaning that no
single actor can provide climate stability. Maintaining or achieving the public good—
climate stability—must involve coordination of many sovereign countries, all of which
have an incentive to do nothing and enjoy global benefits when other countries incur the
costs of GHG mitigation (7246.1, pg 37).

Moreover, the Environmental Defense Fund and NYU Institute for Policy Integrity
maintained that consideration of domestic SCC does not solve the global public good
problem. These commenters stated that if all countries based GHG reductions on
domestic SCC values, it would “result in sub-optimal protection of climate stability
[because] the global SCC is not a population-weighted average of domestic SCCs, but
instead the aggregate of all of the harms associated with climate change” (7246.1, pg 37).
For more details regarding comments that support use of a global SCC, see EPA-HQ-
OAR-2009-0472-7246.1, -7274.1, -7239.1, -7276.1, -7188.1, and -5385.

One commenter who supported use of global SCC estimates stated that it was unclear
how the agencies planned to use domestic estimates, thereby making it difficult to
comment on domestic SCC estimates (7276.1). NRDC also noted a lack of clarity
regarding the agencies’ intentions for domestic SCC estimates but concluded that it
would be inappropriate to use domestic estimates in any situation (7274.1).
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NRDC based its support for use of a global SCC on the global, public goods aspect of
GHG emissions as well as ethical considerations. Specifically, NRDC stated that from an
ethical standpoint, it cannot support a U.S. SCC estimate, which would effectively assign
a value of zero to the damages imposed on other countries by U.S. emissions. NRDC
found this particularly troubling because “many countries, especially poor ones, did not
contribute to the current CO, levels in the atmosphere, yet will suffer the worst
consequences. Perversely, developed countries obtained their income status by emitting
greenhouse gases, and as a result have more resources to absorb climate damages, while
the opposite is true of the poor countries” (7274.1, pg 24).

The commenters that disagreed with use of a global SCC argued that EPA cannot
permissibly consider a global value because it lacks authority to consider the international
effects of domestic emissions in crafting emission standards under section 202 (a). These
commenters further argued that Congress was explicit when it wanted such effects to be
considered, referring to section 115 of the Act, which authorizes regulation of domestic
pollutant emissions due to their international effect under specified circumstances. The
commenters also referred to the general presumption that Federal statutes are presumed
not to have extra-territorial effect. For more details, see EPA-HQ-OAR-2009-0472-
7234.1,-7290, -7182.1, and -7122.1.

EPA Response C:

This response presents EPA’s consideration of and response to comments from regarding
the use of global and domestic valuations of SCC (see comments from Dr. Rose, National
Automobile Dealers Association, NYU Institute for Policy Integrity and Environmental
Defense Fund, University of California Santa Barbara Bren Working Group, Pew Center
on Climate, Natural Resources Defense Council, and Texas Chemical Council).

In sum, the final rule continues to focus on global SCC values because of the global,
public good aspects of greenhouse gas emissions. EPA prefers a global measure of GHG
mitigation benefits because of the unusual aspects of the climate change problem—i.e.,
GHG emissions cause the same damage regardless of the location of their emission;
climate change occurs over very long time horizons, and it represents a problem that the
United States cannot solve independently (see the Technical Support Document, Social
Cost of Carbon for Regulatory Impact Analysis Under Executive Order 12866 (hereafter,
"SCC TSD")).*

Several commenters argued that EPA cannot permissibly consider a global value because
it lacks authority to consider the international effects of domestic emissions in crafting
emission standards under section 202 (a) (1). These commenters further argued that

12 Interagency Working Group on Social Cost of Carbon, U.S. Government, with participation by Council
of Economic Advisers, Council on Environmental Quality, Department of Agriculture, Department of
Commerce, Department of Energy, Department of Transportation, Environmental Protection Agency,
National Economic Council, Office of Energy and Climate Change, Office of Management and Budget,
Office of Science and Technology Policy, and Department of Treasury, “Social Cost of Carbon for
Regulatory Impact Analysis Under Executive Order 12866,” February 2010. EPA-HQ-OAR-2009-0472
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Congress was explicit when it wanted such effects to be considered, referring to section
115 of the Act, which authorizes regulation of domestic pollutant emissions due to their
international effect under specified circumstances. The commenters also referred to the
general presumption that Federal statutes are presumed not to have extra-territorial
effect.

The commenters have misapprehended the analysis of global and domestic SCC. First,
EPA’s regulation does not exercise extraterritorial effect. The regulation sets standards
for new motor vehicles produced or imported into the United States; hence, the activity it
regulates is domestic activity. The issue here is not the extraterritorial exercise of
regulatory authority over conduct occurring overseas, but how to place a monetary value
on a reduction in domestic emissions, with the commenter arguing that EPA may not
consider effects occurring outside the borders of the US when valuing the benefits of
reductions achieved under section 202(a) (1). In this case, the emissions reductions will
marginally reduce the overall global contribution of GHG emissions to the atmosphere,
affecting the global atmospheric concentrations of GHGs. This will then have a marginal
effect on global climate change, with resulting impacts both inside the US and around the
world. There is no issue that the impacts from global climate change that occur in the US
are appropriate to consider in valuing the benefits of these domestic GHG reductions.

However, there is also a value to the US from domestic emissions reductions that reduce
the harm occurring globally. First, impacts from climate change occurring overseas can
create economic, trade, humanitarian and national security issues for the US. For
example, climate change may exacerbate problems (e.g., food security or water supply) in
relatively poor and politically volatile countries that raise humanitarian issues and
national security issues for the United States.® Second, the US will gain the greatest
benefit from reducing domestic emissions of GHGs if there is a global response to the
global problem of climate change. Given the nature of the public good at issue, a global
response would maximize the benefits the US receives from reducing GHGs. Using a
global SCC in valuing the domestic reductions from this final rule is most consistent with
this outcome, while using a domestic SCC is not. For both of these reasons, considering
the global SCC is an appropriate way to value the benefits to the US from domestic GHG
reductions under section 202(a) (1).

Second, this situation is not analogous to section 115 of the Act, which calls for control
of domestic emissions if certain conditions are met concerning emissions in the U.S.
causing or contributing to air pollution that is reasonably anticipated to endanger

public health or welfare in a foreign country. Mandating control of domestic emissions
in certain circumstances based on the impact of those emissions on a foreign country does
not indicate any intention by Congress on the very different issue involved here. Use of
the global SCC in the benefits analysis for this rule is not an issue of the authority or the
obligation to regulate domestic emissions of GHGs from new motor vehicles. Our
authority to adopt standards stems from the endangerment and contribution findings that

13 See US EPA, Technical Support Document, Endangerment and Cause or Contribute Findings for
Greenhouse Gases under Section 202(a) of the Clean Air Act, December 8, 2009, for a complete discussion
about the implications of international climate impacts for the US, in docket EPA-HQ-OAR-2009-0171.
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have been made under section 202(a) (1). The issue here is how to value those domestic
emissions reductions in considering the benefits of the reductions. That is not the issue
Congress addressed in section 115, when it authorized regulatory controls if certain
conditions were met. Congress’ decisions on that issue in section 115 do not limit or take
away any of EPA’s discretion on how to value the benefits of GHG reductions from the
emissions standards adopted under section 202(a).™

Finally, it is useful to recognize the somewhat limited role that the monetary value placed
on the SCC plays in the determination of what emissions standards should be adopted.
As noted above, the value of the SCC is not relevant to whether EPA has the authority or
the obligation to adopt emissions standards, as that stems from the endangerment and
contribution findings. In addition, the levels of the standards adopted by EPA have been
determined based on the effectiveness of the technology that will be available, their cost,
and the appropriate leadtime for incorporation of that technology in the light-duty vehicle
fleet. See the detailed explanation in section I11. D of the preamble to the final rule for
further discussion of this issue. The cost-benefit analysis is used to help evaluate the
overall reasonableness of the emissions standards chosen by EPA. In this case, the
benefits of the standards are significantly greater than the costs, and (as noted earlier in
this response) this would be the case whether EPA considered the domestic value for the
SCC, the global value for the SCC, or a range of values including higher SCC values.
The specific range or values used in this analysis are therefore not outcome determinative
as far as deciding what emissions standards to adopt, as the standards adopted by EPA
would still be reasonable from a net benefits perspective under a wide range of SCC.

Nonetheless, EPA considered the available estimates of domestic SCC values to
determine how global SCC values could be adjusted to national or regional levels. As
explained further in the SCC TSD, EPA regards this approach as highly speculative and
recognizes that there is no a priori reason why domestic benefits should be a constant
fraction of net global benefit estimate. While there is compelling evidence suggesting
that the US represents a non-constant fraction of global values, a rigorous manner to
quantify that fraction in has not emerged. Indeed, current models do not quantify many
of the spillover effects identified by commenters IPI, EDF, and NRDC, such as the U.S.
military position in the world. Accordingly, the final rule presents only global SCC
values; the SCC TSD presents a range of values that should be used to adjust the global
SCC to calculate domestic effects.

4.5.5 Vehicle Sales Assumptions

 The commenters are also incorrect in maintaining that because Congress addressed in section 115 the
issue of an obligation to adopt emissions controls based on the effect domestic emissions have outside the
US, it necessarily precluded consideration of those effects under section 202(a). See Catawba County v.
EPA, 571 F. 3d 20, 34 (D.C. Cir. 2009) (a congressional mandate in one section and silence in another
often “suggests not a prohibition but simply a decision not to mandate any solution in the second context,
i.e., to leave the question to agency discretion.” (internal citation omitted, emphasis original)). In any case,
as explained above, section 115 addresses the different issue of authority to regulate, and does not address
how to value a reduction of domestic emissions for purposes of evaluating the costs and benefits of an
otherwise authorized regulation.
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Organization: National Automobile Dealers Association
Comment:

The National Program proposal reasonably assumes buyers will value any fuel savings
associated with the purchase of a new motor vehicle over a five-year period, rather than
over a vehicle’s full useful life. 74 Fed. Reg. 49669-70. Even at high fuel prices,
consumers who view fuel economy as an important purchase criteria will be hard pressed
to make the case for buying a more fuel efficient new vehicle if the up-front capital costs
associated with doing so cannot be recouped in short order. Of course, for purposes of
calculating payback, real-world purchaser finance costs, opportunity costs, and additional
maintenance costs all should be accounted for.

EPA Response:

EPA has continued to use the assumption that consumers will consider fuel savings over
a five-year period for its vehicle sales impact analysis. The payback analysis in Preamble
Section I11.H.5 has included additional purchasing costs, such as sales tax, insurance, and
financing costs, as detailed in EPA’s RIA Section 8.1.3. As discussed in Preamble
Sections 111.D. and I11.H.1, the opportunity costs of these standards are addressed through
cost estimation based on holding vehicle performance, utility, safety, and other attributes
constant while improving fuel economy.

Organization: James Adcock
Comment:

Assuming a 5-year horizon for the consumer's valuation of MPG improvements is the
same as assuming vehicle purchasers assume that they will sell their vehicles in 5 years
and be able to receive no premium on that sale for high MPG. But, on the contrary
consumer are well-aware and it has been well-reported that higher MPG vehicles hold
their resale value better than lower MPG vehicles - and that low MPG SUVs and Trucks
are hard to unload at all! Thus the need for the "Cash for Clunkers" program to allow
owners of low MPG vehicles to unload these vehicles on the US government since there
was no other willing buyer. Setting these low MPG standards simply is setting up the US
Government for "Cash for Clunkers 2 .0" in another decade's time! In general NHTSA's
leniency towards large trucks negates the current administration's investment in "Cash for
Clunkers" -- the one hand works against the other.

E-134: 5-year cutoff on payback period on the assumption that consumers only value a
vehicles' MPG technology on the first five years - is not a rational assumption because
consumer well-know how hard it is to unload gas guzzlers - hence the need for a "Cash
for Clunkers" program. Choosing this irrational 5-year cutoff assumption in turn
represents a large reduction in "duration™ effectively causing a much higher depreciation
rate than the claim 3% societal discount rate.
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EPA Response:

EPA’s five-year payback period is for average consumer behavior. Some consumers will
put more emphasis on fuel economy when buying vehicles, and others may use shorter
payback periods. The analysis does not adjust vehicle resale value for the fuel economy
of the vehicle, based on uncertainty of the role of fuel economy in vehicle purchase
decisions (discussed in RIA Chapter 8.1). The analysis does include resale value as a
proportion of initial vehicle price; if vehicles with more fuel economy are more
expensive, their resale values will be higher.

4.5.6 Vehicle survival assumptions

No comments were received on vehicle survival assumptions. Several comments on total
lifetime VMT are found in Section 5.3.2 of this document.

4.5.7. Total Vehicle Use
Organization: New York State Department of Environmental Conservation
Comment:

Vehicle Lifetime Mileage (Preamble page 49521)

EPA and NHTSA use 190,971 miles as the lifetime for cars and 221,199 miles, for light
trucks. The derivation of these lifetimes is unclear to us, as is the rationale for a
difference between cars and light, trucks . The composition of the light truck fleet, as well
as the use these vehicles see, has changed significantly in the past 30 years, to more
closely resemble the passenger car fleet. The source of these lifetime mileages should be
discussed in the rulemaking documents, and available for public review. [OAR-2009-
0472-7454, p.1]

EPA Response:

The procedures used by EPA and NHTSA to derive their estimates of expected lifetime
VMT for passenger cars and light trucks, as well as the agencies’ estimates of the total
number of miles driven by model year 2012-16 cars and light trucks during each year of
their lifetimes, were described in detail in the rulemaking documents and available for
public review. Specifically, the methodologies and assumptions used in developing these
estimates were described in detail in EPA and NHTSA’s Draft Joint Technical Support
Document, Section 4.2.4, pp. 4-7 to 4-15. The updated FRM analysis is available in EPA
and NHTSA’ Joint Technical Support Document Section 4.2.3. The lifetime VMT
numbers used in the final rulemaking increased slightly because of a decrease in
projected fuel prices between AEO 2009 and AEO 2010. The resulting values are
195,264 miles for cars and 225,865 miles for trucks.

As noted in the documentation, the analysis is based upon the January 2006 NHTSA
report “Vehicle Survivability and Travel Mileage Schedules,” (Docket ID: EPA-HQ-
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OAR-2009-0472-0126) which incorporates the best available data on fleet composition
and use.

4.5.8. Accounting for the rebound effect of higher fuel economy
Organization: State of New Jersey
Comment:

The fuel economy rebound effect refers to the fraction of fuel savings expected to result
from an increase in vehicle fuel economy - particularly one required by higher fuel
efficiency standards -that is offset by additional vehicle use. The Department believes the
rebound rate of 10 percent used by the USEPA in the proposal is justified given the
historical decline in the magnitude of the rebound effect. The Department also supports
the proposal's findings regarding vehicle sales whereby the proposal projects a positive
impact on vehicle sales due to reduced fuel costs outweighing the costs of meeting the
new emission standards. [OAR-2009-0472-7109.1, p.10]

EPA Response:

EPA appreciates New Jersey's comments supporting our proposed value of 10 percent for
the rebound effect. Based in part on these comments, we have decided to maintain the 10
percent rebound value for the final rulemaking.

Organization: California Air Resources Board
International Council on Clean Transportation
Missouri Department of Natural Resources, Air Pollution Control
Program

Comment:

CARB supports the decision to reduce the rebound effect to 10% from previous analyses
using 15%. As previously commented (Document ID No. NHTSA-2008-0089-0173),
CARB believes 10% to be the upper bound for the rebound effect. Thus, the agencies
may wish to consider further reducing this effect to 5%, which is more consistent with the
latest results from Small (2009) on the projected dynamic rebound effect accounting for
fuel economy regulations. NHTSA’s sensitivity analysis shows that this adjustment in
rebound effect would increase fuel savings and emission reductions by 5% and
discounted benefits by 4%. (PRIA p.456) Thus, the regulation impacts are somewhat
sensitive to the assumption on the magnitude of the rebound effect and a lower value
could be justified [OAR-2009-0472-7189.1, p.16]

[CARB also submitted these comments as testimony at the Los Angeles public hearing.
See docket number OAR-2009-0472-7283, pp. 21-27]
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The agencies used a fixed estimate of 10% for the rebound effect. A wide range of
historical studies was considered by the agencies in arriving at this estimate and NHTSA
conducted some modeling of their own. Recent studies by Small and VanDender (2007)
and Greene (2009) demonstrate that the rebound effect is linked to personal income and
vehicle efficiency, as well as fuel prices, and has been declining over time.

EPA stated that if they used a dynamic estimate of the future rebound effect based upon
the Small and VVanDender work, they would use a value of 5% or lower. EPA invited
comments:

-“on other alternatives for estimating the rebound effect”.

- “on the extent to which the short run elasticity of demand for gasoline with respect to its
price can provide useful information about the size of the rebound effect”.

- “on whether it would be appropriate to use the price elasticity of demand for gasoline,
or other alternative approaches, to guide the choice of a value for the rebound effect”.

The Small and VVanDender work is the proper basis for calculating the rebound effect.
Small and VVanDender made a major contribution to the field by incorporating economic
impacts and the cost of driving into calculations of price elasticity of demand. This is
much more appropriate than assuming a fixed 10% rebound effect that does not take into
account future changes in vehicle efficiency, fuel prices, and future income. Dynamic
estimates should be used to calculate the future rebound effect.

ICCT believes that estimates of the short run elasticity of demand for gasoline with
respect to price can provide a useful point of comparison for rebound estimates derived
by other methodologies, but should not be used to guide the choice of a value for the
rebound effect.

[OAR-2009-0472-7156.1, pp.14-15]

Although it is somewhat reasonable to assume that some people will drive more if their
vehicles get better gas mileage, there is no evidence presented in the report showing that
the average consumer automatically increases the amount they drive when they get more
miles per gallon. Nor does the report fully explain why 10% is assumed to be the
estimated increase. In addition, the report's assumption that the rebound effect will result
in no overall emissions reductions from the actual driving of vehicles appears to be
extremely conservative in the estimation of emissions reductions resulting from higher
CAFE standards. In the notice, EPA acknowledges that some recent studies have shown
that as time goes on, the rebound effect is actually lower than 10%, especially in future
years: Therefore, using an across the board 10% value should be reconsidered. Another
important consideration should be the price of gasoline. Regardless of the increase’ in
miles per gallon for a vehicle, gasoline prices have been shown to have a very significant
impact on miles driven. The negative effects of gasoline prices on driving was clearly
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shown in the summer of 2008, when gas prices climbed to record rates, and drivers
nationwide dramatically decreased their driving. [OAR-2009-0472-7480, p.2]

EPA Response:

Although CARB supported EPA's use of a 10 percent rebound effect, CARB stated that
10 percent represented the upper bound for the rebound effect. CARB, Missouri

DNR, and ICCT all suggested that EPA should consider a rebound effect that is lower
than 10 percent. All three commentors referenced the recent work by Small & Van
Dender as justification for using a lower rebound effect. The Small & Van Dender
methodology estimates a dynamic rebound effect that varies over time, taking into
account expected future changes in factors such as income, fuel prices, and urbanization.
Based on these variables, the Small & Van Dender methodology projects that the rebound
effect will decline significantly over time. The hypothesis that the rebound effect is
declining over time is also supported by recent work by Dr. David Greene. See TSD
Chapter 4 for additional details on these studies.

EPA agrees with the commenters that the most recently published literature supports a
lower rebound effect, which is one of the reasons we have a adopted a value of 10
percent, which is lower than the 15 percent used by NHTSA in its previous

rulemaking. While EPA appreciates the input provided by commenters, we did not
receive any new data or analysis to justify revising our initial estimates of the rebound
effect at this time. Based on the positive comments we received, we will continue using
the dynamic rebound effect to help inform our estimate of the rebound effect in future
rulemakings. However, given the relatively new nature of this analytical approach, EPA
believes the larger body of historical studies should also be considered when determining
the value of the rebound effect. As we described in the Chapter 4 of the joint Technical
Support Document, the more recent literature suggests that the rebound effect is 10% or
lower, whereas the larger body of historical studies suggests a higher rebound effect.
Therefore, we will continue to use the 10% rebound effect for this rulemaking. However,
we plan to update our estimate of the rebound effect in future rulemakings to further
consider the newer work of Small and VVan Dender and David Greene.

EPA also appreciates ICCT's comments discouraging the use of the short run elasticity of
demand for gasoline with respect to price as a proxy for the rebound effect. Based in part
on these comments, we have not used this metric as a replacement for the estimates of the
rebound effect.

Organization: Hyde, James

Comment:

Rebound Effect: The proposal assumes a 10% rebound effect. The increased VMT
attributed to this rebound is sufficient to offset the pollutant decreases derived from the

reduced production and distribution of fuels. The discussions of the upstream and
downstream emissions highlights some shortcoming of the available data and models to
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compute impacts. The assumption that the 'rebound effect' 'continues throughout the life
of the vehicle' [DRIA, pS17] is unfounded. If these is a 'rebound effect' it is a
psychological phenomenon which can last only as long as the original owner can remain
aware of the fuel economy change AND as long as the fuel economy change is not
overwhelmed by increases in the cost per gallon or other expenses. Fuel cost is only one
component, and not a large component, of the cost of operating a motor vehicle. [OAR-
2009-0472-7258.1, p. 1]

EPA Response:

While the response of consumers to an increase in fuel economy may vary depending on
the individual, this analysis of the rebound effect generally relies on aggregate changes in
VMT based on historical national or state-level data. Many historical studies have shown
a correlation between changes in total VMT and changes in fuel economy, even when
other factors such as gasoline prices are taken into account. EPA agrees with the
commenter that fuel costs are only one component of the full cost of driving. Therefore,
EPA's analysis takes into account future projections of other factors such as income, fuel
prices, and congestion when estimating the potential future rebound effect.

4.5.9 Benefits from Increased Vehicle Use

No comments were received on the benefits from increased vehicle use.

4.5.10. The Value of Increased Driving Range

Organization: Washington State Department of Commerce

Comment:

[Following comments are from LA Testimony, OAR-2009-0472-7283, p.125]

We urge, however, EPA and NHTSA to include two additional costs related to the
reduction in driving costs brought about by increased standards: A, the increase in per-
mile fuel consumption resulting from driving in heavier traffic conditions, which is partly
a consequence of the rebound effect; and, B, the increase in urban sprawl by incentivizing

low-density urbanization, partly a root of the rebound effect.

The latter is particularly important as it counters efforts to reduce VMT and may
contribute to the carbon impacts of land-use change from new urban developments

EPA Response:
In both proposal and final rule, EPA included the cost of increased congestion-related
delays in its analysis of the program. As discussed in Section I1.F of the preamble, and

Chapter 4.2.10 of the Joint TSD, this cost is approximately $0.05 per rebound mile. The
agency did not account for a potential partial offset of the real world GHG benefits due to
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altered drive cycles (increased delay due to increased congestion). We believe these
potential losses to be minimal.

Any reduction in the cost of intra-urban travel (whether by auto, transit, or any other
mode) provides some incentive for households and businesses to locate farther from their
workplaces and other frequently-visited destinations (in the case of households), or
farther from sources of raw materials, labor, and final markets (in the case of businesses).
In comparison to the effects of infrastructure investment and financing decisions, together
with pricing policies (indirect pricing of highway use through fuel taxes, and heavily-
subsidized transit fares), the effect of making vehicles more fuel-efficient and thus less
costly to operate on the cost of urban travel is likely to be trivial. This effect is unlikely
to offset more than a small fraction of benefits from reducing fuel consumption.

The relationship between vehicle CO, standards, fuel economy, travel patterns, and land
use change is a complex and emerging science. The agency may evaluate this
relationship further in future rulemakings.

4.6. Safety and Mass Reduction

Organization: US Steel Corporation
Comment:

The economic impact of the proposed new CAFE rules will be affected by at least two
competing factors. Initial response to the new regulation by automakers will change the
mix of vehicles, typically growing the smaller and lighter C-segment and, perhaps, B-
segment vehicles in place of more standard or larger-footprint cars and trucks. Smaller
vehicles use less steel, and the reduction in demand for automotive steel could have a
negative effect on the health of the North American steel industry. Also, the tendency to
assign more expensive lower density materials to satisfy the regulation could exacerbate
the harm. Smaller vehicles reduce steel demand, steel jobs, and the profitability necessary
for steel companies to continue to invest in new products and new process technology.
Additionally, a CAFE law focused only on use phase fuel economy invites consideration
of low density materials that will lessen the demand for automotive steels and reduce the
profitability of automotive steelmakers. [OAR-2009-0472-7197.1, pp.6-7]

Much has been written about the impact of vehicle size and weight on passenger injury
severity. Recent summary data suggest that the daily toll on worldwide roadways is 3,000
deaths and 30,000 serious injuries. Because of technological advancement in vehicle
engineering, including optimized crumple zones, rigid passenger compartments,
strengthened side structures, air bags, electronic stability control, antilock brakes and so
forth, the historical relationship between vehicle size, weight, and collision severity may
be certainly influenced by design and structural improvements over time. Efforts to
standardize bumper heights to prevent large vehicles from overriding smaller passenger
cars in collisions are also important.
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In spite of all these advances designed to protect occupants, it is clear that large, heavy
vehicles are preferred to smaller ones in head-to-head collisions. Work by Desapriya and
others have demonstrated that occupants in passenger sedans are more than two times
likely to be injured than drivers or passengers in larger pickup trucks and SUVs. Resent
testing conducted by the Insurance Institute of Highway Safety (1IHS) concluded that in
head on collisions between small and large cars, the small car sustains significantly more
damage, even though it has been rated as “Good” in the standard I1HS testing. The new
NPRM, because of its schedule, assures that car makers will be manufacturing smaller,
lighter vehicles in order to comply. This is likely to occur while significant large volumes
of heavy trucks and SUVs are still on the road. There is a high probability that the rate of
serious injury will increase because of the increase in the proportion of smaller vehicles
and the higher probability that smaller cars will collide with the larger vehicles.

U. S. Steel research with the Auto/Steel Partnership and in programs supported by the U.
S Department of Energy, that the use of new AHSS steel grades can enable the mass of
critical crash structures, such as front rails and bumper systems, to be reduced in weight
by 25 percent. Such vehicle structures with reduced mass can perform as well as their
heavier counterparts in standard NHTSA frontal or 11HS offset instrumented crash tests.
However these tests do not address relative vehicle size, hence in spite of these
accomplishments with high-strength steels, it is unlikely that the “vehicle footprint”
formula will totally negate the disadvantage that drivers of smaller vehicles have in
collisions with heavier vehicles like pickup trucks and SUVs.

U. S. Steel believes that more time is needed to allow powertrain development to occur in
order to achieve the targeted higher fuel economy. The development of electrification in
powertrains (like in battery-electric vehicles or plug-in hybrids), more efficient internal
combustion engines, and alternative energy sources (such as biofuels or hydrogen)
requires time. The extension of the CAFE timetable to pace the required fuel economy
targets according to technological capability of carmakers will prevent a rush to smaller
vehicles that are less safe on roadways also populated by vehicles twice their mass or
more. [OAR-2009-0472-7197.1, pp.7-8]

[[These comments were submitted as testimony at the Detroit public hearing. See docket
number EPA-HQ-OAR-2009-0472-6185, pp. 97-102.]]

The core of my message today is that steel can play an important role in reducing the
energy consumption and CO2 emissions in all phases of a vehicle's life, the
manufacturing phase, driving phase, and end-of-life recovery. Over the past few decades
working with our automotive customers | have seen a remarkable evolution of both the
materials we supply and their application that have positively impacted the vehicle and
meeting the NHTSA and EPA regulations. Historically the focus of CAFE regulations
has been the use of the driving phase of the automobile. Fuel has been and will remain
important to automakers' efforts to improve fuel economy. Steel's role is to enable mass
production while maintaining safety and affordability. Today steel is the dominant
material in the vehicle in the United States and around the world representing 60 percent
of the vehicle material content. We have maintained that dominance for the last 100

4-82



EPA Responses on Joint Issues and Technical Work

years of the vehicle. However, it's not been the same steel. In the 60s and 70s we
replaced cold walled steels that rust with zinc coated steels, in the 80s and 90s, replaced
mild steels with high-strength steels. This decade we are replacing the high-strength
steels with lightweighting advanced high- strength steels, and a decade from now we will
be replacing those steels with new advanced lightweighting products. Today the
advanced high-strength steels are the fastest growing material in vehicle designs --
whereas in 1999 there were nearly no applications of advanced high-strength steels, today
they represent 15 percent of the vehicle steel content. Each and every new vehicle launch
increases the content of these grades with the vehicle makers expected to reach 50
percent within the next decade. Our customers' demand for these products is a result of
their lightweighting capability that enable affordable designs within their existing
manufacturing facilities.

The need for these materials has come to result in the increase in crash requirements
which have changed the vehicle structure from a stiffness-dominated design to a strength-
dominated design. Strength is where steel performs better than any other automotive
material. Advanced high-strength steels are four, five, and six times stronger than the
steels that they are replacing. What has this meant to lightweighting of the vehicle?
Material lightweighting is a function of design flexibility, strength, and density. What
steel lacks in low density relative to competing materials, it more than compensates for
with strength and design flexibility. To demonstrate that capability, the steel industry has
invested in many projects demonstrating 25 to 30 percent mass reduction. We have
worked with our customers to incorporate that technology in each and every new vehicle
being launched today. These new vehicle structures are twice as strong as previous
designs with mass reductions in excess of 20 percent while meeting the increased crash
requirements and maintaining affordability.

And, remember, this technology is not yet fully integrated. Advanced high-strength steel
content will increase from 15 percent today to 50 percent in the next decade, enabling
additional mass savings on future vehicles.

Clearly steel is and will continue to play a role in reducing the energy used in CO2
emissions of the vehicle in its driving phase.

However, as | mentioned at the outset, steel can also play an important role in reducing
the energy use in CO2 emissions in the other phases of a vehicle's life, in particular, the
manufacturing phase, and end-of-life recovery.

EPA and NHTSA have an important opportunity to use this rulemaking to formulate
policy guidance that best encompasses the entire environmental impact associated with
the vehicle, and, consequently, encourages vehicle manufacturers to choose the materials
that result in the lowest environmental impact over the entire vehicle life. The advanced
high-strength steels energy, and CO2 intensity is the same as conventional steels. So in
the manufacturing phase, a 25 to 30 percent mass reduction enabled by these materials
means we produce 25, 30 percent less steel for each vehicle, with the accompanying
reduction in raw material use, energy use, and CO2 emissions. This mass reduction then
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improves fuel economy reducing energy use and CO2 emissions in the driving phase.
Then at the end of a vehicle's life, 100 percent of the vehicle is recycled back in the very
same steel products or future steel products for the next generation of vehicles.

In contrast, the low-density competing metals such as aluminum or magnesium have a
much different story. On a per-pound basis, the energy and CO2 intensities of these
materials are 7 to 18 times more than steel, resulting in a corresponding increase in the
vehicle's manufacturing energy and CO2 intensity. These materials may provide a mass
advantage. Unfortunately, what is gained in fuel economy in the driving phase through
the weight reduction can be easily overcome by the selection of high-energy, CO2-
intensive, low-density materials. And this concept goes beyond material selection. It
applies to many technology options that may perform well within the envelope of
regulated tailpipe emissions, but perform poorly when that boundary is expanded to
address the total life cycle. To address these unintended consequences, a life cycle
assessment approach is needed that considers all the phases of a vehicle's life.

EPA Response:

As stated in several places in the rule, the footprint curves established by NHTSA and
EPA are designed to minimize the incentive for reducing vehicle size to meet stringency.
EPA recognizes that based on economic and consumer demand factors that are external
to this rule, the distribution of footprints in the future may be different (either smaller or
larger) than what is projected in this rule. However, the agencies continue to believe that
there will not be significant shifts in this distribution as a direct consequence of this rule.

With regard to mass reduction and the propensity of manufacturers to apply more
expensive, lower density materials: EPA has partially based its position on information
provided by AISI that the mass of a vehicle may be reduced through the application of
High Strength (HSS) and Advanced High Strength Steels (AHSS). In AISI's comments,
they noted that the mass of certain structures could be reduced by 25% through the
application of AHSS. Given the magnitude of the mass reduction anticipated in support
of this rule, the majority of the mass reduction could and most likely will

be accomplished through additional applications of HSS and AHSS. These premium
steel products are also more expensive than mild steel at a given weight. As a result,
even though the application requires less steel by weight, the end product could be profit
neutral to the steel companies.

During the Public Hearing, U.S. Steel commented that new vehicle structures
incorporating high-strength steel would twice as strong as previous designs and were
capable reducing mass by 20 percent while still meeting increased crash safety
requirements and maintaining affordability. This appears to contradict their written
comments that heavy vehicles would always be preferable to lighter vehicles in frontal
collisions. The written comments also appear to ignore the fatalities in lighter vehicles
struck by heavy vehicles. The 2010 Kahane Report,' 2005 DRI studies™ " and 2006 work
by Robertson" indicate that reducing the mass of the heaviest light-duty trucks can result
in an overall reduction of fatalities due to reduced fatalities in lighter vehicles struck by
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light-duty trucks. The results from EPA's modeling also show a higher mass reduction is
expected for larger vehicles and as such should help to alleviate the in vehicle weight
disparity and crash incompatibility in small vs. large vehicles. See RIA chapter 7.6.1 and
RIA chapter 4.7 table 4-14.

Organization:Spurgeon, C. M.
Shaw, Donald F.
Wood, J.S.

Comment:

Lastly, we care about our families’ safety as much as the Secret Service cares about the
President’s safety. There is a clear correlation between size and weight of a vehicle and its
safety. That is why the President's limo only gets a reported 8 mpg, not 35 mpg. The
Secret Service should not have to cut corners in keeping the President safe, just as we
should not have to cut corners to keep our families safe. [OAR-2009-0472-7092.1, p. 2]

The safety of vehicles meeting this requirement will be significantly reduced with
increased deaths and injury. [OAR-2009-0472-7270.1, p. 1]

Lastly, we care about our families. There is a clear correlation between size and weight of
a vehicle and its safety. That is why the President’s limo only gets a reported 8 mpg, not
35 mpg. The Secret Service should not have to cut corners in keeping the President safe,
just as we should not have to cut corners to keep our families safe. [OAR-2009-0472-
7270.1, p. 3]

EPA Response:

In the proposed rule EPA made reference to two major studies on the effects of vehicle
mass and fatalities. The first was an analysis completed in 2003 by NHTSA which
determined that vehicle fatalities increased with a reduction in curb weight. The second
analysis was performed by Dynamics Research Incorporated (DRI) and determined that
there were other factors involved other than just the curb weight of the vehicle.
Specifically, they determined that a reduction in curb weight without a reduction in a
vehicle's footprint will improve a vehicle's ability to avoid a crash, improve the
survivability in the impacted vehicle, and reduce fatalities in rollovers. The EPA has
studied these reports as well as input from automotive manufacturers, material suppliers,
and government laboratories and believes that mass can be removed from a vehicle
without adversely affecting safety. In fact, mass reduction techniques have already been
employed in most, if not all, light duty vehicles to meet current FMVSS regulations and
increase feature content.

The 2010 Kahane Report, 2005 DRI studies and 2006 work by Robertson indicate that
reducing the mass of the heaviest light-duty trucks can result in an overall reduction of
fatalities due to reduced fatalities in lighter vehicles by struck by light-duty trucks. The
results from EPA's modeling of how vehicle manufacturers may respond to GHG
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regulations also show a higher mass reduction is expected for larger vehicles and as such
should help to alleviate the in-vehicle weight disparity and crash incompatibility in small
vs. large vehicles.

With regard to specific comments about the Presidential limousine, this vehicle was
reportedly built using a GMC Topkick/Chevrolet Kodiak heavy-duty truck platform",
which is rated at 19,500 Ibs. GVWR and thus is classified as a heavy-duty vehicle. This
final rule only applies to passenger cars and light-duty trucks (<8,500 Ibs. GVWR) and
thus does not include heavy-duty vehicles. The regulation also does not specifically
mandate any changes in vehicle mass, although it is likely that small reductions in vehicle
mass that maintain safety will occur as detailed in EPA’s regulatory impact analysis due
to the cost effectiveness of curb weight reductions of less than 10% in reducing CO,.

Organization: State of Connecticut Department of Environmental Protection
Comment:

DEP is not expert in the economic analysis of safety considerations that influenced the
development of the proposed CAFE and GHG emission standards. We note, however,
differing conclusions reached by EPA and NHTSA on safety issues. DEP requests that
EPA and NHTSA work to resolve these differences using the latest science, most recent
available data and a forward looking approach that balances the safety interests of drivers
and passengers with the protection of public health and the environment for all. [OAR-
2009-0472-7301, p.2]

EPA Response:

The Connecticut Department of Environmental Protection is correct in their assessment
of the respective positions of NHTSA and EPA regarding mass reduction and safety in
the NPRM. The two agencies are working closely to resolve these differences with the
understanding that we both hold public safety in the highest regard. The agencies
discussion is focused on not only the historical analyses, but also the engineeing and
science behind vehicular safety as it relates to mass reduction. For the final rule, EPA
and NHTSA have added a joint section on safety within section Il of the final preamble.

Organization: Competitive Enterprise Institute

Comment:

Fuel economy mandates lead to reductions in vehicle size and weight.

Downsizing, however, has a direct negative impact on vehicle crashworthiness. In
general, there is a positive correlation between vehicle size and safety, and between
vehicle weight and safety. Fuel economy, on the other hand, is negatively correlated with

size and weight. For this reason, there is a clear tension between crashworthiness and
efforts to improve fuel economy. Given the direct connection between fuel economy and
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CO2 emissions, EPA’s proposed rule raises this very same safety problem. [OAR-2009-
0472-7281.1, p.4]

New technologies and “attribute-based” regulation will not eliminate the safety trade-off.

Although EPA acknowledges that CAFE regulation in the past has diminished auto safety
by decreasing vehicle mass, EPA assures us that this time things will be different,
because the GHG standards will not lead to downsizing. Under the Energy Independence
and Security Act (EISA), enacted in 2007, fuel economy targets vary according to a
vehicle’s “footprint” (the area formed by multiplying the wheelbase by the vehicle’s track
width). NHTSA and EPA have “carefully chosen” the “footprint curve (or function)” so
that it “neither encourages manufacturers to increase nor decrease the footprint of their
fleet.” Consequently, says EPA, automakers will have no incentive to reduce a vehicle’s
“crush and crumple zones.” Yet on the very same page, EPA acknowledges that, “EPA’s
modeling projects that vehicle manufacturers will reduce the weight of their vehicles by
4% on average between 2011 and 2016 although individual vehicles may have a greater
or smaller weight reduction...”

In short, the average vehicle will have less mass to absorb collision forces than would be
the case absent the rule. On average, each vehicle will be less safe than it would
otherwise be. Despite being “attribute-based,” the rule will limit production of heavier,
safer vehicles. Consumers will not be able to buy all the safety they are willing to pay
for. [DAR-2009-0472-7281.1, p.5]

EPA Response:

The Competitive Enterprise Institute (CEI), in their comments to the proposed rule, stated
that vehicle downsizing and weight reduction, while being effective at reducing fuel
consumption, will reduce the safety of vehicles. The two terms, downsizing and weight
reduction, are used somewhat interchangeably in their comments when in fact these are
two distinct attributes which must be addressed separately.

In an effort to discourage and otherwise eliminate incentives to downsize vehicles to
meet the standards, NHTSA and EPA have created a footprint based attribute curve as the
form of the standards. CEI was incorrect in their statement that the Energy Independence
and Security Act (EISA) enacted a footprint based strategy. EISA mandates that the
stringency be controlled by a vehicle attribute. NHTSA and EPA chose footprint as that
attribute. EPA believes that the slope of the footprint attribute standard has been
designed to minimize the incentive for manufacturers to make smaller vehicles
(minimizing any regulatory benefit from downsizing by flattening the curve only for the
smallest vehicles of 41 sq. ft. and lower footprint). In this effort the agencies feel they
have been successful in addressing vehicle downsizing concerns. EPA recognizes that
based on economic and consumer demand factors that are external to this rule, the
distribution of footprints in the future may be different (either smaller or larger) than
what is projected in this rule. However, the agencies continue to believe that there will
not be significant shifts in this distribution as a direct consequence of this rule.
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Weight reduction as a cost effective means of improving fuel economy and reducing CO2
emissions has been adopted by both NHTSA and EPA in their projections of technologies
which could be utilized in a cost-effective manner to meet the standards. While the
agencies differ slightly in their application of mass reduction, both agencies believe that it
may be accomplished without sacrificing vehicle safety. Mass reduction can be
accomplished through several mechanisms without changing a vehicle's impact
performance and/or size. They include: Material Substitution, where a lower density
material replaces a higher density material; Smart Design, which consists of optimizing
designs to minimize mass and/or combining functions of co-located components; and
finally, Mass Compounding which allows for resizing ancillary systems that are directly
dependent on vehicle mass, such as brakes and suspension components.

Organization: University of Pennsylvania, Environmental Law Project
Comment:

While a number of studies have found that smaller vehicles are less safe for their
occupants, many researchers have called this conclusion into question. The

evidence indicates, instead, that disparities in vehicles size are likely to lead to injuries.
Further, there is strong evidence that larger vehicles such as SUVs and light trucks
impose significant safety risks on the drivers of other cars. Thus, despite claims that
safety is served by maintaining vehicle size, the evidence is, at best, ambiguous on this
point. Given evidence that larger vehicles impose high safety risks on non-occupants, and
that large size disparities create the greatest risks, there is significant reason to question
the disparate efficiency and emissions standards imposed on large and small vehicles.
While there are clear reasons to maintain the market’s role in providing consumers with
choices, there are also clear reasons why the regulations propagated by EPA and NHTSA
should not greatly encourage the manufacture of larger vehicles, which both impose
greater safety risks and emit more greenhouse gases. [OAR-2009-0472-7286.1, pp. 16-
17]

EPA Response:

EPA agrees with the University of Pennsylvania Environmental Law Project's comments
regarding the rule’s effect on vehicle safety. The rule is specifically designed to create no
incentive to produce either larger or smaller vehicles. The results from EPA's modeling
show a higher mass reduction is expected for larger vehicles and as such should help to
alleviate the disparity in vehicle weight in small vs. large vehicles.

Organization: American Iron and Steel Institute

Comment:

Further, in Section I11-f-4 (Weight Reduction and Potential Safety Impacts), p. 49589-

49590, Federal Register) and in the recently released Draft Regulation Impact Analysis
(DRIA), Section 3.2.1.2, there is discussion about weight reduction (mass reduction) as a
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technology that supports fuel economy. Regarding the methodology, the document states
‘A footprint attribute also would not discourage the use of lightweight materials, as a
lighter vehicle with no change in footprint would more easily comply with its CO2
target'. The proposed rule documents identify two paths to the achievement of materials-
based mass reduction, one based on the use of low density materials and the second based
on the use of high-strength materials like high-strength steels in place of mild steel
grades. AlSI supports this classification and considers both approaches equally viable to
increasing fuel economy for a carmaker within the proposed standard. However, if mass
reduction is achieved through materials substitution of certain 'lower density materials'
the total life cycle energy use and OHO emissions may not be equivalent to reducing
mass (vehicle weight) with high-strength steels. This is of significant concern if the
EPA/NHTSA objective is to reduce the total energy use and OHO footprint of the
automotive fleet. [OAR-2009-0472-7088.1, p.4]

By using conventional high-strength steels (HSS), advanced high strength steels (AHSS),
and ultra-high-strength steels (UHSS) together with modem structural computer-aided
design and engineering (CAD, CAE), mass reductions of over 25 % have been realized
both in research studies and in actual applications. The use of HSS and AHSS simply
reduces the amount of steel required to do the same job in the vehicle. This mass
reduction achieved by using steel more efficiently benefits fuel economy (driving cycle
emissions reduction) equivalent to the mass reduction accompl