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Romullus, Michigan
October 21, 2009
About 9:00 a.m.

MS. OGE: Good morning. 1 would
like to welcome you to today®"s public hearing. My name
is Margo Oge. |1 am the director of the Office of
Transportation and Air Quality with the Environmental
Protection Agency, and myself and my colleague from
NHTSA, Ron Medford, will be the presiding officers for
the hearing today.

This morning we are going to be
hearing testimony on the joint proposed rulemaking to
establish greenhouse gas emissions standards and
standards for light-duty vehicles. This proposal was
announced by Administrator Jackson and Secretary LaHood
last September, and 1t was published in the Federal
Register September 28. Our two agencies are proposing
these provisions under respective statutes.

I will briefly go over the elements
of the Clean Air Act that we use to propose the
standards, and my colleague, Ron Medford, is going to
do the same for the CAFE standards.

On May 19 of this year the President
announced the development of a National Program for

improving fuel efficiency and reducing greenhouse gas
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emissions for light-duty vehicles.

On that same day Secretary LaHood
and Administrator Jackson signed a joint notice of
intent to propose a coordinated National Program to
exceed the objectives of the National Program that the
President announced. The proposal that we"re taking
comments on today is the result of the joint effort,
and our agencies have been working very hard together
to develop this joint proposal.

When this program is implemented, we
expect to see significant reductions in reducing
greenhouse gas emissions and significant improvements
in fuel economy.

Also, what 1 want to note is that
this program will allow automakers to build one single
national fleet that will satisfy the requirements under
the Clean Air Act and will satisfy the requirements
under the CAFE standards. Also, what | want to note is
that the program that we proposed last September would
also address the greenhouse gas emissions goals of the
State of California and the states that have adopted
the California program for vehicles built model years
2012 to 2016.

Very briefly, under Title 11 of the

Clean Air Act, EPA is proposing to reduce greenhouse
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gas emissions starting 2012 through 2016. By 2016 EPA
projects that the average for cars and light trucks
would be 250 grams per miles. In addition to today"s
hearing, there is also going to be an opportunity for
written comments. The written comment period ends
November 27, and we are committed to have a final
action by the end of March of 2010.

Very briefly, let me introduce the
staff representing EPA. On my left is Chet France.
He"s the director of the Assessment Standards Division
of our office. And next to him is Bill Charmley. He
is deputy director of the Assessment Standards
Division.

Also, let me give you an outline of
the legal elements under which we"re calling this
hearing today. Today"s hearing will meet the
requirements of Sections 307(D)(5) of the Clean Air Act
which requires EPA to provide interested persons an
opportunity for oral presentation in addition to
written submissions. The official record for this
hearing will be kept open for 30 days to provide for
submission of supplemental testimony.

Now, we"re going to conduct this
hearing formally, but formal Rules of Evidence will not

apply. However, we, you know, the two presiding
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officers may strike statements from the record which
are deemed to be irrelevant or needlessly repetitious,
and we"re going to try to enforce a reasonable duration
of the statement given the fact that we have a number
of people testifying today. So we will request for the
people that are testifying to please keep your verbal
testimony to no more than 10 minutes. To expedite the
testimony process, we are asking people to testify in
panels. We have provided the list of preregistered
testifiers, the panels, and the order of the testimony
with the agenda at the reception table. Ron and I will
ask that the witness state their name and affiliation
prior to making the statement. When the witnhess or the
panel have finished their presentation, our government
panel will have an opportunity to ask questions related
to the testimony.

Also, witnesses are reminded that
any false statements or false response to questions may
be a violation of law.

We are making use of a court
reporter today, so It"s very important that you speak
slowly and clearly so that the court reporter makes
sure that these proceedings are recorded accurately.
Also, to allow, then, some rest from typing, we will

take one or two brief breaks. Otherwise, what we are
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planning to do is to go straight through the day until
we are done with all the panels.

Now, iFf any member of the audience
is wishing to testify and have not already signed up, I
would ask you to please sign your name at the reception
table, and we will be here as long as it takes to allow
everyone to testify. Also, | would ask everyone who is
attending regardless if you are testifying or not, to
please do sign the paper with the reception.

At this time 1°d like to introduce
my colleague from NHTSA, Mr. Ron Medford.

MR. MEDFORD: Thank you, Margo.

Good morning, everyone. 1°"m Ron Medford. 1"m the
acting deputy administrator at NHTSA, and I want to
thank everyone for coming today and joining Margo and 1
for a hearing.

I want to add a little to what Margo
was explaining about our two agencies. We are issuing
separate proposals because each agency has its own
separate statutory obligations. NHTSA is required to
establish fuel economy standards by the Energy Policy
and Conservation Act as Amended by the Energy
Independence and Security Act of 2007, or EISA. 1f EPA
makes the appropriate engagement and calls for

contribution findings and the Clean Air Act authorizes
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EPA to issue standard of greenhouse gas emissions. The
proposals are similar in many respects. There are,
however, some important differences that reflect
differences in the two statutes. This is particularly
reflected in some of the flexibilities proposed by EPA.
I also want to note that in carrying out this
rulemaking, we are committed to complete transparency
and utilizing the best science. All of our
methodologies, analyses, and modeling work, including
complete source codes, input files, and information in
assessing and using fully operational versions of the
model themselves are fully available in the public
docket. We look forward to hearing from you on your
input as we update our analysis.

As Margo also indicated, we will
take final actions on proposal next spring. NHTSA is
statutorily required to issue its model year 2012
standards 18 months in advance of the model year, which
means by April 1st or end of March of the coming year.

With me this morning is Steve
Kratzke to my immediate right, who is the assistant
administrator for rulemaking at NHTSA, and to his right
is Steve Wood, assistant chief counsel for rulemaking.

I think with that, we"d like to call

the first panel to the table, please. So I think
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everybody is here; GM, Ford, NRDC, Sierra Club, and
Walter McManus.

MR. MEDFORD: Good morning. Mike
Robinson from GM, you®re the first presenter this
morning-.

MR. ROBINSON: Good morning. Put my
name card right here first. Good morning. 1*m Michael
Robinson, Vice-President for Environmental Energy and
Safety Policy at General Motors, and at first 1 want to
thank the presiders for the opportunity to participate
on this panel and present testimony this morning.

On May 19th President Obama
announced the administration®s intentions to adopt a
National Program to address vehicle greenhouse gas
emissions and fuel economy. GM President and CEO Fritz
Henderson proudly joined the President and others in
the Rose Garden that day because we recognized the
significance of the moment. The administration,
various Governors, environmental groups, and automakers
all came together because we agreed a new approach was
needed. 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
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clear that we were prepared to work with EPA and NHTSA,
and in that regard, 1 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.

First, let me underscore that 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. We are especially pleased that we are able to
testify today in support of this approach that is being
proposed rather than saying no to a patchwork of state
programs.

On this note, we also want to
commend the State of California and the California Air
Resources Board for their role and their collaboration
and their leadership in working toward this national

standard. We also welcome the opportunity to work with
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the agencies as they finalize the proposed regulations.
This is a big step forward for all of us.

Among the highlights of the proposal
are, one, that the coordinated attribute-based approach
of the two programs, and, two, 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 market place. All
of these factors make it critical that automakers have
some ability to cope with changes or unexpected
outcomes, and we believe the proposed rule provides
such flexibility.

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 in late 2010 as a 2011
model year vehicle, and it will be GM"s first extended

range electric vehicle.
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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.

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 I will tell you
right now from a GM perspective, we are prepared to
engage in that process today.

All voices, as reflected in May"s
Rose Garden event, are essential to this panel, the
States, the automakers, the environmental
organizations, and the energy providers themselves need
to be at the table. Ultimately we will need strong
leadership at the Federal level with an integrated
approach that addresses infrastructure, vehicles,
fuels, and consumer behavior as well as other sectors
of the economy. This proposed rule is a very positive
first step and a good foundation on which we can all
build. We intend to provide detailed technical written
comments to enhance the clarity and harmonization of

the jointly coordinated program, and as we have from
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the start, we commit to work with the agencies, the
states, and other interested parties to make this a
success. I"m glad to answer any gquestions you may

have.

MR. MEDFORD: Let"s move on.

Sue, you want to introduce yourself?

MS. CISCHKE: Good morning. I am
Sue Cischke, Group Vice-President of Sustainability,
Environmental and Safety Engineering for Ford Motor
Company. It is a pleasure to be here today to provide
our perspective on this very important rulemaking. 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.

Before | talk about the proposed
rulemaking, 1 would like to spend a moment telling you
about the progress that Ford is making in executing our
long-term sustainability plan. All of the investment
that we are putting into our plan is contributing to
improving the fuel economy and reducing the greenhouse
gas emissions of our fleet. This includes converting
three truck and SUV plants to build small cars,

re-tooling our powertrain facilities to manufacture
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EcoBoost engines and more advanced six-speed
transmissions, leveraging our global platforms,
increasing our hybrid offerings and moving forward with
an aggressive electrification strategy. While there
are significant costs in making this transformation, it
is the right thing to do for our customers, and you
will continue to see us offer more great products with
advanced, innovative technologies to improve the fuel
efficiency of our vehicles and to deliver outstanding
quality and features that our customers desire.

Turning now to the proposed
rulemaking, Ford supports the manner in which the
agencies have proposed to harmonize the greenhouse gas
emissions and CAFE regulations, 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 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
bio-fuels and electricity. 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
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state programs.

As we continue to move towards an
integrated approach that considers the vehicle, the
fuel, and the consumer; it is worth highlighting other
policies that could do more to reduce greenhouse gas
emissions from actual in-use operation of motor
vehicles compared to some of the additional
requirements that EPA is proposing under this
rulemaking. For example, EPA is proposing useful life
standards for CH4 (methane) and N20 (nitrous oxide) in
addition to the fleet-average CO2 requirements. The
relative contribution of methane and nitrous oxide to a
vehicle®s overall greenhouse gas emissions is small
compared to CO2 - on the order of 1-3% and 0.3-0.4%
respectively. So the benefit of expanding the existing
criteria pollutant emissions durability requirements to
include these greenhouse gases is negligible, relative
to other potential measures that could have a much more
significant impact on actual in-use greenhouse gas
emissions. Such measures would go beyond the vehicle®s
design. For example, significant additional greenhouse
gas emissions reductions could be achieved by reducing
the carbon intensity of the nation®s overall fuel
supply (through the introduction of alternative, low-

carbon fuels). In addition, further reductions could
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also be achieved through more efficient transportation
control measures designed to manage increased travel
demand. And these could include congestion mitigation
initiatives, eco-driving education and awareness
programs, and other iIncentives to encourage customers
to drive more efficiently.

We do not believe EPA is compelled
to establish full useful life standards for N20 and
CH4, and our written comments will address this in more
detail. To the extent that EPA desires to pursue this
issue nonetheless, the regulations could continue to
allow manufacturers to make an "engineering judgment"
attestation -- in lieu of formal compliance testing --
beyond just the first couple of years as proposed. And
alternatively, EPA could establish generic emissions
factors for N20 and CH4 and roll these into the
proposed CO2 standard.

That being said, we really want to
say that 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 us
all together to agree on a roadmap for harmonizing
greenhouse gas emissions and CAFE standards. And the

EPA and NHTSA proposal gives us greater clarity,
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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 we look forward to working with the same
stakeholders as we move beyond 2016.

Once again, we appreciate the
opportunity to provide our testimony on this very
important rulemaking, and we are continuing to review
all of the different aspects of the proposal, and we
plan to provide detailed written comments aimed at
achieving and finalizing regulations consistent with
the commitment that all parties have made to this
National Program.

Thank you very much.

MR. MEDFORD: Thanks, Sue. We"re
going to wait. We"ll ask our questions at the end.
So, Luke, you"re next.

MR. TONACHEL: Good morning, and
thank you for the opportunity to testify today on the
joint proposal rule. My name is Luke Tonachel. 1 am a
vehicles analyst with the Natural Resources Defense
Council, our Air and Energy Program. 1 represent NRDC

and its 1.2 million members and activists and support
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efforts under the National Program to set standards for
global warming pollution for new cars and light trucks
beginning in model year 2012.

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
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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.

While this proposal shows real
progress to fulfill the goals of the National Program,
there are some aspects of the proposal that need
strengthening in order to deliver on the promised
greenhouse gas reduction and oil savings benefits.
Specifically, there are three top priority structural
issues that need to be addressed. First, a backstop to

prevent significant shifts towards larger more
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polluting vehicles; second, full fuel cycle emissions
accounting for electric and hydrogen fuel vehicles;
and, third, adjustments to avoid windfalls from early
credits.

NRDC is also concerned with some of
the proposed cost assumptions such as the social cost
of carbon, which we believe is systematically biased to
an inappropriately low value. 1 will be working with
NRDC"s climate center chief economist to provide
extensive remarks on these critical cost assumptions in
our written comments.

In my remaining comments today I
will briefly describe the three structural issues in
greater detail.

Number one, backstop standards are
necessary to ensure that environmental objectives are
met. A Kkey missing piece of the program design is what
is known as a backstop to ensure that the state of
environmental benefits of the program are actually
achieved. In the proposal the agencies recognized that
the attribute-based standards do not guarantee that a
specific fleet-wide fuel economy and greenhouse gas
emissions level will be achieved. The achieved levels
predicted by the agencies is a function of the sales

forecast applied to each manufacturer. For model year
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2016 to reach a fleet-wide average of 250 grams per
mile, the individual car and truck standards are set
assuming a specific car or truck sales split. However,
this split may not occur if automakers shift their
product mix to more light trucks or iIf they
intentionally change the design of their vehicles to
prevent classification as a car. This is of particular
concern since starting in model year 2011,
2-wheel-drive SUVs will be reclassified as cars, and
this could potentially increase the car portion to 60
percent. While production of 2-wheel-drive SUVs is far
from certain, to avoid the reclassification automakers
could severely cut back their 2-wheel-drive SUV
offerings.

To prevent intentional and
unintentional market shifts from undermining the
environmental and oil savings benefits of the program,
we recommend EPA and NHTSA adopt backstop standards
specific to each manufacturer that will prevent
manufacturers from deviating too far from their
expected reduction trajectories. Separate backstop
standards should be set for each manufacturer so they
are accountable for their own actions. |If a
manufacturer exceeds its backstop, the manufacturer

should incur a credit deficit expressed in mega grams
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or tons and be required to eliminate that deficit
within three years.

Number two, treating advanced
technology vehicles as zero emissions undermines
pollution and technology benefits of the program. EPA
should reconsider the emissions rates and credit
multipliers proposed for vehicles operating on grid
electricity. EPA"s proposal to -- that electric drive
vehicles be treated as zero emissions and giving credit
multipliers of up to 2.0 will undermine the emissions
benefits of the program and will slow the deployment of
conventional vehicle emission reduction technologies
into the fleet.

To illustrate our concerns, we have
estimated the impact of the EPA"s proposal on Nissan®s
compliance strategy. Nissan has indicated that they
can produce at least 100,000 electric cars annually by
model year 2016, which is about 10 percent of their
expected car sales. |If the EV"s are assigned a O grams
per mile emission rate at a 2.0 multiplier, we estimate
that the Nissan®s gasoline car fleet would average
about 8 mpg lower fuel economy than if the Nissan did
not produce any EV"s above 31.5 versus 39.5 mpg. That
is, Nissan would have to do very little, if anything,

to improve the performance of their car fleet.
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NRDC believes that the emissions
scoring for all vehicles should be based on their true
full fuel cycle emissions impact. Electric vehicles
such as plug-in hybrid electric vehicles, battery
electric vehicles, and hydrogen fuel cell vehicles have
in reality non-zero emissions rate due to the upstream
production and transmission of their fuel source
electricity or hydrogen.

For electric, we would recommend
that the emissions scoring should be based on the
vehicle®s specific efficiency test results in kilowatt
hours per mile multiplied by a national grid emissions
factor in grams of CO2 per kilowatt.

For plug-in hybrid electric vehicles
which use a combination of electricity and gasoline
fuel, the emissions rate should be a weighted average
of the electric miles emissions rate and the gasoline
miles emissions rate using an electric drive utility
factor.

A similar approach should be applied
to hydrogen fuel cell vehicles and hydrogen internal
combustion engine vehicles with a grams of CO2 per
kilogram hydrogen factor applied to the propulsion
efficiency.

Three, early credits should only be
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awarded for real and surplus emissions reductions,
eliminating windfalls that undermine pollution and oil
savings benefits. NRDC concurs with EPA"s overall
objective to ensure that the early credit programs
result in real world emissions reductions that are
actual in surplus.

Unfortunately, it"s clear that
pathways 1 and 2 do not meet the intent of the agency.
This is because the model year 2009 and possibly model
year 2010, the CAFE standards result in a lower
emissions rate than the California program®s greenhouse
gas standards. The design of pathways 1 and 2 allow
automakers to accrue credits simply by complying with
the CAFE program.

To eliminate this windfall credit
opportunity, NRDC recommends that the national baseline
for 2009 be set at the greenhouse gas level which
results from complying with the CAFE standards. While
EPA"s proposals to prohibit the trading of early
credits from model year 2009 between firms to exclude
credits from the early credit program, and to allow
early credits to remain eligible or carry forward for
no more than five years mitigate the problem, they do
not fully eliminate windfall credit generation.

In conclusion, the joint proposal is
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a historic step forward, but some aspects need
strengthening in order to deliver the promised
greenhouse gas and oil savings benefits. In our
written comments to the proposal we will expand on the
backstop, alternative fuel vehicle, greenhouse gas
accounting, and early credits. The written comments
will also address important economic assumptions such
as the social cost of carbon and methodologies used to
determine its value. Thank you.

MR. MEDFORD: Thank you.

Jesse, next.

MS. PRENTICE-DUNN: Good morning,
and thank you for the opportunity to testify today. |
am Jesse Prentice-Dunn, Associate Washington
Representative with Sierra Club®s Green Transportation
Campaign. On behalf of the Sierra Club®s 1.3 million
members and supporters, | applaud EPA and NHTSA for
taking the biggest single step to reduce greenhouse gas
emissions by accelerating fuel economy standards and
proposing new greenhouses gas standards for motor
vehicles.

This Administration is taking
critical steps to reduce U.S. global warming pollution
through this and other rules, including the

endangerment finding and granting the California
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waiver. Sierra Club is tracking all of these rules as
part of the Big Picture that will move our country
towards a clean energy future and demonstrate to the
world that the U.S. is acting now to tackle global
warming pollution.

The proposed standards deliver on
the goals laid out by President Obama in his May 19
announcement. They will reduce greenhouse gas
emissions by 950 million metric tons -- the equivalent
of shutting 205 coal power plants for a year, or
keeping nearly 5 million railcars worth of coal in the
ground. At the same time, more efficient vehicles will
save 1.8 billion barrels of oil and save the average
consumer $3,000 over the life of a 2016 model year
vehicle.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

00027

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.

There are several key issues that
EPA and NHTSA must address, both to deliver on the
President®s goals and to establish a strong foundation
for improvements beyond 2016. 1 will address several
points here and we will be submitting more detailed
written comments for the record.

First, EPA and NHTSA should include
an automaker-specific automatic ratchet backstop in the
final standards to ensure that 2016 targets are hit.
The substantial amount of available credits, the
potential for backsliding along the attribute curves,
and assumptions about future fleet mix create the need
for a mechanism that ensures we will achieve the
emissions reductions and oil savings goals laid out in
the proposed standards and the President”s
announcement. There are several ways such a backstop
can be structured and we urge EPA, iIn particular, to
use its authority under the Clean Air Act to develop a
mechanism that will fairly keep automakers on track.

Second, the emissions associated

with plug-in electric vehicles cannot be iIgnored.
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Although electric vehicles emit no global warming
pollution while driving, producing the electricity to
power them certainly does. Battery electric and plug-
hybrid electric vehicles can provide significant
reductions in emissions with a cleaner electrical grid
and we should be encouraging the development and
deployment of battery technologies. However, we should
consider whether there are better ways to incentivize
electric vehicles than ignoring the upstream emissions
from electricity generation in a program designed to
reduce greenhouse gas emissions. As electric vehicle
production and use are expanded, and in future rounds
of standards, it is critical that EPA and NHTSA treat
electric vehicles in an accurate manner.

In this rulemaking EPA should
measure the average emissions from the national grid
and combine that value with vehicle efficiency to
obtain a more accurate measure of each electric
vehicle®s performance. While Sierra Club is not
proposing a certain value for grid emissions, a recent
report by American Solar Energy Society, sponsored by
Sierra Club, estimated that on average, electric
vehicles emit 42 percent less greenhouse gases per mile
than conventional vehicles.

Additionally, we urge EPA to limit
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advanced technology vehicle credits. When combined
with a compliance value of O grams/mile, advanced
technology vehicle credits could allow automakers that
produce a moderate number of electric vehicles to meet
a significant portion of their compliance obligation in
2016 with advanced technology vehicle credits. These
credits could enable manufacturers to produce less
efficient (and more polluting) models in their fleets
and slow the deployment of conventional technologies
that can boost fuel economy and lower emissions now,
when emissions reductions are most needed. EPA must
ensure that all credits amount to real reductions -
creating an unreal 0 emission value could undermine the
program. If EPA is going to apply a multiplier, we
urge that it start no higher than 1.2 in model year
2012 and phase out by 2016. EPA should be very clear
that this multiplier will not be continued in the next
round of standards and be clear on how it plans to
measure emissions from these vehicles.

Third, early action credits should
be limited. These credits for vehicles sold between
model years 2009 and 2011 will be awarded to vehicles
that were designed prior to the proposed standards. We
support the EPA in wanting to avoid windfall credits.

And if early credits are to be allowed, automakers
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should be required to declare which pathway they will
use before accruing credits, not at the end of 2011.
Further, early credits should be based on the most
stringent standard for the purposes of earning credits.
In several years, California®s Pavley standards are
lower than Federal CAFE standards. Automakers should
be held to the most stringent standard that applies.

Fourth, 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
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substantially cleaner vehicles.

We applaud NHTSA and EPA for its
efforts to make compliance with the National Program
more transparent. The public should be able to track
and fully understand how automakers are complying with
the standards. In the past the CAFE system has made it
virtually impossible to track how automakers are
accruing and using credits. And in the new program,
EPA creates an array of credits that will, as with
CAFE, roll over a 9 year time frame. We urge EPA and
NHTSA to take every step possible to make compliance
transparent.

Finally, I would like to comment on
the social cost of carbon. We will be submitting more
detailed written comments. For the record, however, we
would like to underscore the importance of getting this
value right in the final rule, as the decisions made
here will have far reaching impacts for other rules and
policies.

When Sierra Club testified at the
Renewable Fuel Standard hearing on June 9th, we urged
the administration to take a look at the big picture of
emissions from the transportation sector -- getting
standards for vehicles and fuels right as well as

reducing how much we drive. And 1°m glad to hear both



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

00032

GM and Ford support aspects to reduce emissions from
the entire sector, not just vehicles. And as the fuel
mix in the U.S. diversifies with more biofuels and
unfortunately more Canadian tar sands and other dirty
fuels, the impact of emissions from nonconventional
fuels on the transportation sector, on a lifecycle
basis, must be accounted for to ensure we do not erode
the reductions promised from these standards.

In conclusion, Sierra Club applauds
EPA and NHTSA for proposing standards that will
significantly reduce global warming emissions, cut our
dependence on oil, and save consumers money. These
standards will provide a path for automakers to become
leaders in efficient vehicle technology and can help
Detroit become the center of a free energy economy.
Again, on behalf of our members and supporters around
the country, we applaud you for strong standards and
all of your hard work. Thank you.

MR. MEDFORD: Thank you. Doctor
McManus.

DR. McMANUS: I am a research
scientist at University of Michigan Transportation
Research Institute for UMTRI. The views | express
today and any written submission reflect my own

personal approval views and don"t necessarily reflect
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those of UMTRI or the University.

I thank you for the opportunity to
address you today on the proposed rulemaking to
establish greenhouse gas emission standards and
corporate average fuel economy standards for light
vehicles.

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 and heavy-duty trucks.
For the National Program to be successful, stakeholders
who have diverse views need to cooperate. EPA, NHTSA,
California Air Resources Board, and the automakers are
to be commended for establishing the joint rulemaking
process for managing CAFE and GHG emissions standards.

In my comments today I first
summarize findings from two recent research studies on
the impacts of the National Program and then address
concerns about three elements of the nascent joint
rulemaking process - the transparency of the process,
the use of multipliers to estimate indirect cost
impacts, and the measurement of welfare impacts.

First, the recent research
findings:

The first study, recently released
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by Citi Investment Research & Analysis, is called "CAFE
and the U.S. Auto Industry Revisited.” It was written
in partnership with Ceres, the Investor Network on
Climate Risk, the Planning Edge, and Meszler
Engineering Services.

In it we analyzed two regulatory
scenarios: CAFE 2020, an industry-wide target of 35
mpg in 2020; and what we called then National Pavley,
but is now equivalent to the National Progr