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NATIONAL COALITION FOR
ADVANCED TRANSPORTATION

May 2, 2018
The Honorable Elaine L. Chao The Honorable Seniitt
Secretary Administrator
U.S. Department of Transportation U.S. EnvirontakRrotection Agency
1200 New Jersey Avenue, SE 1200 Pennsylvaniade/aNW
Washington, DC 20590 Washington, DC 20460
The Honorable Heidi King The Honorable WilliameWum
Deputy Administrator Assistant Administratory And Radiation
National Highway Traffic Safety Administration = U.Environmental Protection Agency
1200 New Jersey Avenue, SE 1200 Pennsylvaniade/aNW
Washington, DC 20590 Washington, DC 20460

Re: Advanced Technologies Compliance FlexibiliggtiOn for Model Year 2022-
2025 Vehicles Standards Proposal

Dear Secretary Chao, Administrator Pruitt, Assisteaministrator Wehrum, and Deputy
Administrator King:

As members of thdlational Coalition for Advanced Transportation (NCAT), we write
to request that you seek comment on the policyaptescribed in the attachment to this letter in
the forthcoming notice of proposed rulemaking foe Model Year (MY) 2022-2025 light-duty
vehicle greenhouse gas (GHG) and corporate avéuaggeconomy (CAFE) standards.

This option, which we refer to as the “Advanced fremogies Compliance Flexibility
Option,” would maintain the targets in the currbht 2022-2025 GHG standards, but would
provide manufacturers with additional complianexibhilities. CAFE standards would be
calibrated accordingly to maintain comparably rdliasgets and incorporate similar flexibilities.
The flexibilities in question, as described in datathe attachment, would include some
combination of the following elements:

1. continuing to attribute zero GHG emissions to eleatehicles (EVs), plug-in hybrid
electric vehicles (PHEVs) when operating on eleitii and hydrogen fuel cell vehicles
(FCVs);



2. extending and potentially restructuring credit npliers for EVs, PHEVs, FCVs and
compressed natural gas vehicles (CNGVSs); and

3. reforming the current off-cycle credit recognitiprocess while strengthening the
integrity of the program.

This package of reforms would provide more neamtexibility in complying with the
current GHG targets (and CAFE targets) and lowengdimnce costs. At the same time, it would
provide appropriate incentives to further advanu @eploy technologies needed to reduce
GHG emissions and increase fuel economy. By pmogidnhanced support for the continued
development and deployment of advanced vehiclentdoljies during the MY 2022-2025
period, this approach will also strengthen the demenanufacturing base and promote the
infrastructure investment necessary to supportimoetl emission reductions and increased fuel
efficiency in the years to come.

As set forth in NCAT's April 9 letter to you regand EPA’s Mid-Term Evaluation
Notice, electric vehicles and other advanced teldgyovehicles and supporting infrastructure
can and must play a critical role in supporting \gBbal competitiveness, economic growth,
energy security, and cost-effective protectionudle health and environmental quality. In
order to remain a leader in the global automotieekat, the U.S. must continue to support
policies encouraging adoption of electric and oeidranced technology vehicles and related
infrastructure to serve the needs of American comwess.

We believe the approach outlined above and in ttiael@ment to this letter could provide
a basis for maintaining the overall stringency ational standards while addressing automakers’
requests for additional compliance flexibility imet near term. This approach, if properly
designed and implemented, could maintain the engugylic health, environmental and
economic benefits of the standards, support thieedebvirtually all stakeholders to maintain a
harmonized national program including both fedaral state vehicle standards, and recognize
the critical role that California and other statestinue to play in reducing vehicle emissions
and protecting public health.

In requesting that the agencies take comment arsthiie of mechanisms in its
forthcoming rulemaking proposal, NCAT is not asthiage endorsing any particular policy
design or package. Moreover, NCAT continues tgeughe current standards and has
previously noted its concerns regarding the Midri &valuation and underlying determination.
In evaluating any proposed approach going forwéaill be important, among other
considerations, to assess how the design of amngiempliance flexibility mechanism, as well
as the integration of multiple such mechanisms,ldvatfect the overall performance, benefits,
and costs of the program as a whole. We beliem@gher, that it is critically important that the
agencies request comment and actively engage stidkees on this approach, which could
ultimately provide the basis for a win-win outcofoe all concerned.



Thank you for your consideration.

Sincerely,

Robert A. Wyman

Devin O’Connor

Latham & WatkinsLLP
Counsel to NCAT

555 11th Street, NW
Washington, DC 20004-1304
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Advanced Technologies Compliance Flexibility Option

In the forthcoming notice of proposed rulemakingtfee MY 2022-2025 light-duty vehicle
greenhouse gas (GHG) and corporate average fuebego(CAFE) standards, the U.S.
Environmental Protection Agency (EPA) and Natiddglhway Traffic Safety Administration
(NHTSA) should request comment on a policy optioat twe will refer to as the “Advanced
Technologies Compliance Flexibility Optioh.This option would maintain the stringency of the
current MY 2022-2025 GHG standards, but would mevnanufacturers with additional
compliance flexibilities. CAFE standards woulddadibrated accordingly to maintain
comparable targets and similar flexibilities, tlachieving equivalent stringency. The
flexibilities in question would include some comidtiion of the following elements:

1. continuing to attribute zero GHG emissions to eleatehicles (EVs), plug-in hybrid
electric vehicles (PHEVs) when operating on eletiri and hydrogen fuel cell vehicles
(FCVs);

2. extending and potentially restructuring credit npliers for EVs, PHEVs, FCVs and
compressed natural gas vehicles (CNGVSs); and

3. reforming the current off-cycle credit recognitiprocess while strengthening the
integrity of the program.

This package of reforms would provide more neamtiexibility in complying with the current
GHG targets (and equivalent CAFE targets) and lae@enpliance costs. At the same time, it
would provide appropriate incentives to furtheraabe and deploy technologies needed to
reduce GHG emissions and increase fuel economypr@®yiding enhanced support for the
continued development and deployment of advanagthtdogies during the MY 2022 to 2025
period, this approach will also strengthen the @tation for continued progress in subsequent
years.

Attribution of Emissonsto Electric Vehicles

Under the current MY 2017-2025 standards, EPA éstedul a two-phase mechanism for
addressing whether and how to attribute upstrearsseons to EVs, PHEVs and FCVs for
purposes of determining compliance with the GH@ddads. For the first phase (MY 2017-
2021), EPA set the value at 0 g/mile for EVs, PHENSs the electricity usage portion) and
FCVs, with no limit on the number of vehicles tbauld be counted as 0 g/mile for tailpipe
emissions accounting purposes.

For the second phase (MY 2022-2025), EPA set &pepany cumulative sales cap on the
number of EV/IPHEV/FCVs that could be counted a#ilg for tailpipe CQ emissions
compliance. Manufacturers that sell 300,000 orae/PHEV/FCVs combined in MY 2019-

! For mechanisms primarily within the purview of ER#e recommend EPA request comment;
for mechanisms affecting both GHG standards andECgtBndards, we recommend the agencies
collectively request comment.



2021 can count up to 600,000 EV/PHEV/FCVs comb@ae0 g/mile for the MY 2022-2025
standards. Manufacturers that sell fewer than(B@EV/PHEV/FCVs combined in MY 2019-
2021 can only count up to 200,000 EV/PHEV/FCVs cm@th as 0 g/mile for the MY 2022-
2025 standards. Beginning in MY 2022, the comgkawvalues for EVs, FCVs, and the electric
portion of PHEVs above the individual automaker alative production caps must be based on
net upstream accounting of GHG emissions for fuetlpction and distribution. EPA adopted a
specific methodology to calculate the net upstr&iG emissions compliance value for EVs
(and the electric portion of PHEVS), based in parprojected national average GHG emissions
for electricity generation.

EPA should request comment on changing the MY 28225 standards to instead treat EVs,
PHEVs (for the electricity usage portion), and FGi¢shaving 0 g/mi emissions for purposes of
the GHG program, without any per manufacturer petida cap or other limitation. This option
should continue to vary the electric proportiolPéfEVS’ expected usage based on the all-
electric range of the relevant vehicle model. ERAuld reiterate or incorporate by reference the
rationale for treating vehicles as having 0 g/missions that it adopted in prior rulemakings.

Advanced Vehicle Technology Credits

In addition, EPA should request comment on extemdimd reforming the credit multipliers
available for EVs, PHEVs, FCVs, and CNGVs underdghisting GHG regulations for MY
2017-2021.

Under the current regulations, each EV/PHEV/FCV/GNS&Id in MY 2017-2021 is counted as
more than one vehicle for purposes of determinneglits for compliance with the GHG
standards. EPA adopted the following multipliesest, forth at 40 C.F.R. § 86.1866—12:

Vehicle Types Model Year(s) | Multiplier
2017 — 2019 2.0
EVs, FCVs 2020 1.75
2021 15
PHEVs, dedicated 2017 -2019 1.6
and dual fuel CNG 2020 1.45
vehicles 2021 13

EPA justified this approach as necessary to prommtemercialization of these advanced
technologies and emphasized that advanced techestlaguld be necessary to meet future
GHG standards as stringency increased.

Extension of Credits

Under the Advanced Technologies Compliance Flaw®ption, EPA should request comment
on extending and revising these credits. Spedyicde agency should request comment on
extending the credits at levels that apply for MX2@ through MY 2025, instead of phasing



down the credits, as is done under current reguisti Alternatively, the agency should request
comment on whether the agency shantdease the credit multipliers for MY 2020 through
2025 and if so, what levels would be appropriatt thie basis for those levels.

Crediting Based on All-Electric Range

In addition, EPA should request comment on whetihe@estructure the credit multipliers so that
the amount of credit awarded varies based on thigleetype and the all-electric range of the
vehicle, with EVs and FCVs receiving greater créduin PHEVs and CNGVs, and with vehicles
having a longer all-electric range being awardedenwoedit than those with shorter range. This
approach would help to incentivize development @eployment of longer-range vehicles,
providing support for a broader market transitiorstich low-emitting vehicles.

EPA should request comment on what structure artpiners would be appropriate under such
an approach. For example, under the California eetission vehicle (ZEV) program, there are
two overall categories of vehicles: ZEVs (typigdlVs or FCVs) and transitional ZEVs
(TZEVs, which are typically plug-in hybrids). ZEVsceive credits through a formula based on
the vehicle’s all-electric range (AER), with a nnmim AER to be eligible and a cap on total
credits per vehicle. TVEZs receive credits throaghimilar formula, but with a lower minimum
AER, lower credits awarded per vehicle, and a lowegr on total credits. EPA should request
comment on whether a similar approach would be@ppate for credit multipliers in the federal
GHG program, and if so what minimum eligibility tenia, credit formula, and caps would be
appropriate, or whether some alternative approamiidibe preferable.

Crediting for On-Demand and Fleet Vehicles

In addition, EPA should request comment on whethedit multipliers for EVs, PHEVs, FCVs
and CNGVs should be included based on other faetarsaddition to all-electric range — that
may support the development of “game-changing” aded technologies that will reduce
emissions over the long-term. For example, EPAihseek comment on whether increased
credit should be awarded for such vehicles thasale: for specific uses that could significantly
broaden deployment of advanced technologies amadlieve greater system-wide reductions in
emissions through displacing emissions from otlednales. Such applications could include
sales of advanced technology vehicles for usedg+hailing, ride-sharing or other “on-demand”
transportation applications, and/or for use in goreent or corporate fleets. Vehicles used for
such on-demand transportation are likely to be mseck than other vehicles and may displace
use of other vehicles at the margins; to the exidatsharing or on-demand vehicles use low-
emission advanced technologies, they may achiesgeaportionate reduction in system-wide

2 Under the California ZEV regulations, ZEVs musvéan all-electric range (AER) on the
UDDS Test Cycle of at least 50 miles to get credibove that level, vehicles get credit based
on a formula (0.01 x UDDS AER + 0.50), up to a mawxim of 4 credits per vehicle. TZEVs
must have an AER of at least 10 miles to get crabibve that level they receive credit based on
a formula (0.01 x UDDS Equivalent AER + 0.30), watltap of 1.10 credits per vehicle.
Because the ZEV program is structured differenmtiyrf the federal GHG standards, these
specific numbers and formulas would not be appaberior use in the federal program, but are
provided to illustrate how such a range-based tingdmechanism can be structured.



emissions. In addition, incentivizing use of adseshtechnology vehicles for fleets, ride-sharing
and on-demand transportation could provide a bridgeroader commercial deployment of
such technologies. EPA should request commehtdioivhether increased credit should be
used for such applications, and if so, how they&hbe designed, including what multipliers
would be appropriate, what criteria should deteewhgibility, and how compliance with
eligibility requirements could be ensured to mamtae integrity of such a mechanism.

Crediting for Vehicles Beyond ZEV Compliance

Finally, EPA should request comment on whether aereligibility for multipliers, or the level
of multiplier applied, contingent on whether a \@diis counted in meeting the ZEV program
requirements in California and other Section 1afest California’s ZEV program requires
manufacturers to submit credits demonstrating aelnmrent of a certain level of sales of
qualifying vehicles in California and other Sectibri/ states that have adopted ZEV standards.
For purposes of the federal GHG program, it wo@gbssible to provide additional credit —
through credit multipliers — to vehicle sales thatabove and beyond what is already required
for compliance with the California and other staf##sV mandates. This would have the effect
of making the federal program incentive “additidrtalthat provided by the state program —
providing greater and more targeted support foaaded technology deployment, both in the
ZEV states and beyond them. EPA should requestmeorhon whether to increase credit
multipliers for advanced technology vehicles thatr@ot counted for compliance with ZEV
mandates, and if so, what numerical differencesdttipliers would be appropriate and why.

Off-Cycle Credits

Several manufacturers have expressed concern hallenges and transaction costs associated
with the existing regime for the awarding of offets credits. The agencies should request
comment on steps that could be taken to furthermethis aspect of the off-cycle credit
program, providing manufacturers with greater ines to pursue development and
deployment of cost-effective off-cycle emissionueithg technologies, while at the same time
strengthening mechanisms to ensure the integritgeobff-cycle program and these credits.

Specifically, the agencies should request commentltether there is sufficiently robust data
and information to support adding further techn@sdo the menu of pre-approved technologies
for off-cycle credits. The agencies should reqeestment on which technologies, if any, are
appropriate for inclusion on the menu, the dataiafmdmation supporting such inclusion, and
what broader criteria or requirements should bdieghpo make technologies eligible for
inclusion.

In addition, the agencies should request commemtlather EPA should establish a mechanism
for reforming approval of credits for a technoldgy which the agency already has approved
off-cycle credits through the existing 5-cycle nwdblogy petition process or the process for
manufacturer alternate demonstration of off-cydeddits. Such reforms could, for example,
include a more efficient process to add such teloigies to the menu of preapproved
technologies, streamlining the procedural stepgeononstration that manufacturers must make
to obtain credits for such a technology once apguper other mechanisms. The agencies



should request comment on all aspects of how bagférm the off-cycle credit process to
incentivize such technologies while strengthenirggpam integrity.

In addition, the agencies should request commanthanges to the off-cycle credit provisions
that would strengthen and ensure the transparamtyngegrity of this mechanism. Such
changes could include, for example, providing tpament reporting of off-cycle credits
approved by vehicle make and model; providing frttiarification of principles and data
requirements governing EPA’s evaluation of off-eyctedit petitions; and establishing
transparent mechanisms for ex-post evaluation édsoms and fuel economy benefits of off-
cycle credits, and mechanisms to correct any awetnderestimation of credits, to help ensure
the long-term integrity of this mechanism and tkerall program. The agencies should request
comment on how such mechanisms should be structorgdengthen program integrity and
ensure that the emission reduction and fuel eficyebenefits that are the basis for off-cycle
credits are real and verifiable.

Consistent and Equally Stringent CAFE Standards

Several of the compliance flexibility mechanismscdissed above are primarily relevant to
EPA’s GHG standards. The potential changes totfeycle credit mechanism are applicable
to both programs. Attribution of emissions to EP8JEVs and FCVs applies only to the GHG
standards. With regard to credit multipliers, NH\Isas previously taken the position that it
lacks authority to apply multipliers for EVs or ethadvanced technologies because the Energy
Policy and Conservation Act (EPCA) separately dpEchow such vehicles are to be counted
for purposes of fuel economy.

The agencies should therefore request comment wrOAFE standards should be adapted to be
made as consistent as possible with the Advancelrnbdogies Compliance Flexibilities Option
outlined above, with regard to overall stringenoy ather features. Options could include
revisiting NHTSA'’s prior interpretation of its auwthty to adopt additional or different credit
multipliers for advanced technology vehicles unBBCA, such that application of similar
multipliers could be provided in the CAFE prografternatively, CAFE targets for MY 2022-
2025 could be calibrated to be equally stringemtraN, such that they are achievable by the
same manufacturer fleets that could meet the Gld@ards under the Advanced Technologies
Compliance Flexibilities Option described above.



