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Thank you, Chairman Jordan and Ranking Member Kucinich, for the opportunity to testify today.
My name is Roland Hwang, and | am the Transportation Program Director of the Natural Resources
Defense Council (NRDC). NRDC is a nonprofit organization of scientists, lawyers, and environmental
specialists dedicated to protecting public health and the environment. Founded in 1970, NRDC has more
than 1.3 million members and online activists nationwide, served from offices in New York, Washington,
Los Angeles, San Francisco, Chicago, and Beijing.

President Obama’s July 30" announcement is the third historic agreement to bring us cleaner cars
and trucks, dramatically cutting carbon pollution and raising fuel economy for new cars, SUVs, minivans,
and pick-ups built between 2017 and 2025. The latest announcement builds on the joint NHSTA and
EPA rules for model years 2012 to 2016 passenger vehicles and for model years 2014 to 2018 medium-
and heavy-duty trucks."” These agreements exemplify how leadership, partnership, and compromise
can help solve the enormous environmental, economic and energy challenges facing our country.

Far from “running on empty,” these clean car and fuel economy standards will save Americans
from emptying their wallets at the pump, stop the emptying of our national wealth for foreign oil, and

cut the dangerous carbon pollution that is emptying our children’s future.

! EPA and DOT. “Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate Average Fuel Economy Standards for MY2017-

MY2025 (Final Rule).” Federal Register 75:88 . May 7, 2010.

2 EPA and DOT. “Greenhouse Gas Emission Standards and Fuel Efficiency Standards for Medium- and Heavy-duty Engines and Vehicles.” Federal
Register 76:179. September 15, 2011.



The latest agreement to strengthen clean car standards will cut carbon pollution by almost half
from current vehicles and increase fuel-efficiency standards to 54.5 mpg by 2025. The combined savings
of the first and second round of light-duty standards over the lifetime of 2012 to 2025 vehicles will save
drivers $1.7 trillion in fuel cost, reduce oil dependency by 12 billion barrels of oil, and cut heat-trapping
pollution that drives global warming by approximately 6 billion metric tons.?

By 2030, the 2012 to 2025 National Program standards will reduce oil consumption by 3.1 million
barrels per day, equivalent to 30 percent of the amount of oil we currently import.* The National
Program will act as a powerful economic stimulus by keeping $100 billion annually in the U.S. economy
instead of sending it overseas to Saudi Arabia, Iran, Venezuela and other oil-exporting nations. This
higher level of investment in the U.S. economy, especially auto manufacturing, will result in roughly half
a million more jobs by 2030.”

American consumers are already benefiting from the more fuel-efficient vehicle options available
due to the current National Program requirements and will benefit more as the standards get stronger.
By 2030, the new agreement will provide the equivalent of a $330 tax rebate to every American
household.® Compared to today’s average vehicle, a 54.5 mpg standard will save the average driver
$6,800 over the vehicle’s lifetime, with most drivers seeing benefits immediately in the form of reduced
total monthly payments for the car and fuel.”

Strong, Broad-Based Support for Latest Clean Car Agreement

The most recent clean car agreement has broad support from almost all of the auto industry®, and

10,11 12,13

from Republicans and Democrats’, consumer advocacy groups'®", national security groups™>*,

® The White House, “Driving Efficiency: Cutting Costs for Families at the Pump and Slashing Dependence on Oil.” Report release July 2011.

* NRDC estimate based on EPA/DOT 2010 and UCS and NRDC 2011 (UCS and NRDC. “Saving Money at the Gas Pump: State-by-State Consumer
Savings from Stronger Fuel Efficiency and Carbon Pollution Standards”. September 2011.)

® Ceres. More Jobs per Gallon: How Strong Fuel Economy/GHG Standards will Fuel American Jobs. July 2011.

® Op. cit. UCS and NRDC 2011.

” NRDC analysis based on EPA/DOT 2010 and UCS and NRDC 2011.

& Commitment letters from 13 automakers to Secretary LaHood and Administrator Jackson. Dated July 2011 . Letters from BMW, Chrysler, Ford,
GM, Honda, Hyundai, Jaguar Land Rover, Kia, Mazda, Mitsubishi, Nissan, Toyota Volvo. http://epa.gov/otag/climate/regulations.htm
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economists™, business leaders™, small business owners'®, the UAW", and environmental
organizations™.

Numerous polls show that a large majority of Americans support raising fuel economy standards
to 60 mpg by 2025. A Consumer Federation of America found 60 percent of American consumers
support a 60 mpg standard with a payback of three and five years.”® A poll for national environmental
groups found 83 percent of voters support a 60 mpg standard with a payback of four years. 20 polls by
the investor group Ceres found 56 percent of Michigan voters and 59 percent of Ohio voters support 60
mpg with a payback time of four years.21 Finally, a poll by the Public Policy Institute of California found
that an overwhelming 84 percent of Californians support requiring automakers to significantly improve
fuel efficiency, including 76 percent of Republicans.?

Small business owners — many of whom buy cars and trucks for their businesses — also strongly
support higher fuel economy standards. A recent poll by the Small Business Majority found that 87
percent of small business owners overwhelmingly support adopting strong fuel efficiency standards now

and 80 percent support requiring the auto industry to increase mileage to 60 mpg by 2025. 23 According

° Bipartisan Joint Letter to President Obama. Signed by The Honorable Diane Feinstein, US state Congress, D-California, et al. Dated July 25,
2011.

' American Consumer Advocacy Groups. Joint Letter to President Obama. Signed by Consumer Federation of American, et al. Dated September
22, 2010.

" Consumer Union. Consumers Reports Says 56 Miles-Per-Gallon Vehicle Standard is Good, but 62 MPG is Better Aggressive Fuel Economy
Standard by 2025 Will Save Consumers Money and Dramatically Cut Oil Consumption. Press Release. June 30, 2011.

2 securing America’s Future Energy. Oil Savings from the Proposed 2017-2025 Fuel Economy Standards. ssue Brief. June 8, 2011

B Ashley Howe. Truman Thanks Obama in POLITICO. Blog. Truman Project. August 3, 2011.
http://www.operationfree.net/2011/08/03/truman-advertisement-featured-in-politico/

 American Economist Group Joint Letter to President Obama. Signed by Michael Anderson, Ph.D. University of California, Berkley, et al. Dated
June 7, 2011

> Environmental Entrepreneurs (E2) Joint Letter to President Obama. Signed by Curtis Abbott, Lucesco Lighting Inc., et al. Date June 30, 2011
6 Small Business Majority. Small Businesses Strongly Support Raising Fuel Efficiency Standards. Press Release. July 29, 2011

Y UAW. UAW supports administration proposal on light-duty vehicle CAFE and greenhouse gas emissions reductions. Press Release. July 29,

2011.

'8 Environmental Advocacy Groups Joint Letter to President Obama. Signed by Cindy Shogan Alaskan Wilderness League, et al. Dated September
9, 2010.

*® Consumer Federation of America. The Consumer Case for Strong Fuel Economy Standards: 56 MPG by 2025 Works. Press Release. June 28,
2011.

2 The Mellman Group, Inc. Memo to Environment America, The National Resources Defense Council, Sierra Club, & Union of Concerned
Scientists. Voters Overwhelmingly Support Stricter Fuel Efficiency Standards. Released September 15, 2010.

 Ceres. Voters in America’s Auto & Manufacturing Heartland Want 60 MPG Fuel Economy Standards by 2025. Press release. May 25, 2011.

2 public Policy Institute of California. PPIC Statewide Survey: Californians and the Environment. Press Release of Findings. July 27, 2011.

% Small Business Majority. Small Businesses Strongly Support Raising Fuel Efficiency Standards. Fuel Efficiency Poll. July 29, 2011.
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http://www.ucsusa.org/assets/documents/clean_vehicles/clean-cars-economists-letter-2011.pdf
http://www.e2.org/jsp/controller?docName=petition%28Go60_2011%29
http://smallbusinessmajority.org/reports/Fuel_Efficiency_Poll_Exec_Sum_072911.pdf
http://www.uaw.org/articles/uaw-supports-administration-proposal-light-duty-vehicle-cafe-and-greenhouse-gas-emissions-r
http://www.uaw.org/articles/uaw-supports-administration-proposal-light-duty-vehicle-cafe-and-greenhouse-gas-emissions-r
http://docs.nrdc.org/energy/files/ene_10090903a.pdf
http://docs.nrdc.org/energy/files/ene_10090903a.pdf
http://www.consumerfed.org/pdfs/CFA-56mpg-FE-Standards-PR-6-28-11.pdf
http://www.consumerfed.org/pdfs/CFA-56mpg-FE-Standards-PR-6-28-11.pdf

to the Small Business Majority poll: “Small business owners say that in order to survive and remain
competitive, they need automobiles that get better gas mileage and cost less to operate.”

Clean Car Agreements Shows Clean Air Act Works

But maybe the most important result of the newest clean car agreement is what it shows about
getting beyond political gridlock in today’s America. The President, the auto companies, states, labor
and environmentalists have, once again, shown what it means to govern effectively and what can be
accomplished by constructive compromise.

In the last half-century, it would be tough to find more implacable enemies than the car
companies and advocates for cleaner air and higher mileage. We fought for decades over the Clean Air
Act and Corporate Average Fuel Economy (CAFE). Over the last 10 years, California took the lead by
setting its own carbon pollution standards under the Clean Air Act, with other states following suit. And
a coalition of environmental organizations and states battled all the way to the Supreme Court, winning

not one but two landmark rulings that it's EPA’s job under the Clean Air Act to curb the pollution that

causes global warming.”**

By late in the last decade, some of the biggest firms in the auto industry had ground themselves
into bankruptcy, while environmentalists found that their legal victories still had not translated into
cleaner cars. The time was right for win-win solutions that cut pollution, cut oil dependence, saved
consumers billions at the pump, and helped the auto companies get back to profitability in the new
world of higher gas prices.

In 2009 the Obama administration hammered out an agreement — backed by every major auto
company, the United Auto Workers, states, and environmental organizations — on a consistent set of
carbon pollution and fuel economy standards for 2012-16. The standards are jointly implemented by

EPA, the National Highway Traffic Safety Administration (NHTSA), and the California Air Resources

24
Connecticut v. American Electric Power, 564 U. S. (2011).
25
Massachusetts v. Environmental Protection Agency, 549 U.S. 497 (2007)
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Board, acting under both the Clean Air Act and the Energy Independence and Security Act. In 2010, the
administration forged a similar pact for highway trucks and other heavy vehicles. And now in 2011, the
President’s team has reached a third agreement, which will do even more than the first two historic
pacts to cut pollution, cut our oil dependence, save consumers money, and create jobs.

The auto industry as and the environment are both fortunate that the Obama administration
acted quickly in 2009 to seize the opportunity for consensus. In its first three months, the
administration reached out, separately, to each of the contending parties — domestic and foreign car
makers, the UAW, the states, and environmental organizations — and quickly found the above-described
formula for common ground on the National Program for 2012-2016 that harmonizes standards from
NHTSA, EPA, and California.

The agencies followed the same process of consultation regarding the standards for 2017 through
2025. And again they have been able to find common ground that works to the mutual advantage of
the affected parties.

| want to emphasize that agencies routinely consult with and collect data from affected parties
before proposing important regulations. You would not want it otherwise. How else can agencies learn
what they need to know to develop smart, effective, efficient, and fair solutions to the problems
Congress has tasked them to solve?

The period for consulting with and taking input from industry, environmentalists, states, and
others often lasts longer than the formal interval between proposal and promulgation, and the input
received before proposal is often more useful and important than that which is received in the formal
comment period. This pre-proposal consultation is completely consistent with the Administrative
Procedures Act and the procedural provisions of the Clean Air Act. Reflecting the fact that much
technical work and interaction with affected parties precedes a formal proposal, the Clean Air Act

specifically requires that both documents created by the agency and documents submitted by affected



parties will be put in a public docket at the time of proposal. EPA undoubtedly will do that when it
issues the forthcoming proposed standards for 2017 through 2025.

The complaints you are hearing today from other witnesses are difficult to understand. In any
event, what has been announced so far is just a proposal. Everyone will have a chance to submit public
comments, and the agencies must consider and respond to those comments. If dealers or others feel
there is important data that the process so far has somehow overlooked, let them bring that data
forward in comments. That is how the process is designed to work.

No one has surrendered any legal rights. In fact, exercising their legal rights, an odd assortment of
challengers has brought suit against the 2012-2016 clean car standards. The auto industry,
environmentalists, and states find themselves on the same side, defending EPA’s standards. There is no
disinterested observer who thinks that the lawsuits will upset the standards, but no one argues with
their right to bring it.

Bush Administration Initiated the Use of the Clean Air Act to Control Carbon Pollution in 2008

It may come as surprise to some committee members that using the Clean Air Act to control
carbon pollution was first initiated by the Bush administration. In fact, in May 2007, a month after the
Supreme Court’s landmark decision in Massachusetts v. EPA, President Bush went to the Rose Garden
and ordered EPA Administrator Johnson to carry it out by setting carbon pollution standards for new
vehicles. And for a while it looked like the EPA actually would be allowed to act — until Johnson sent a
proposed endangerment finding to the Office of Management and Budget in December of that year, and
the OMB officials refused to open the email.

In January 2008, Administrator Johnson appealed directly — albeit unsuccessfully — to President
Bush to stand by his Rose Garden pledge and let EPA carry out the law. His letter to the president stated

that the science supported “a positive endangerment determination” on carbon pollution and “does not



%6 Consequently, Johnson proposed an action plan to curb emissions from

permit a negative finding.
motor vehicles and industrial sources just like the action plan actually carried out by the Obama EPA.

The Johnson letter reveals three new and important facts:

(1) That the Bush administration’s EPA thought “a positive endangerment finding” was
compelled by both the science and the law. Johnson wrote that the Supreme Court’s decision
“combined with the latest science of climate change requires the Agency to propose a positive
endangerment finding.” He continued: “the state of the latest climate change science does not permit
a negative finding, nor does it permit a credible finding that we need to wait for more research.”

(2) That Johnson’s action plan — to issue an endangerment finding, set vehicle standards, and
more — had “Cabinet-level” buy-in. Johnson wrote that the scientific and legal need to issue a positive
endangerment finding “was agreed to at the Cabinet-level meeting in November.” He continued: “A
robust interagency policy process involving principal meetings over the past eight months has enabled
me to formulate a plan that is prudent and- cautious yet forward thinking.”

(3) That Johnson’s action plan contained exactly the same steps that his successor, Lisa Jackson,
has carried out. Johnson told President Bush he had formulated a “prudent and cautious yet forward

thinking” action plan that “will fulfill your Administration’s obligations under the Supreme Court

decision.” The plan is attached to his letter. Phase 1 called for these actions, and | quote:

° In response to the Supreme Court mandate in Massachusetts v EPA, issue a proposed
positive endangerment finding for public notice and comment as agreed to in the policy
process.

o In response to the direction in [the Energy Independence and Security Act], issue a

proposed vehicles rule jointly with the Department of Transportation to implement the
new EISA and address issues raised in the Supreme Court case.

o To address requirements under the Clean Air Act, issue a proposed rule to update the
New Source Review program to raise greenhouse gas thresholds to avoid covering small
sources and to better define cost-effective, available technology.

26
Steven L. Johnson, Former EPA Administrator, Memo to Former US President George Bush, January 31, 2008.
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Timing: Proposal in March or April. Final by the end of 2008.
Johnson’s letter noted that further actions were required: “[W]ithin the next several months, EPA
must face regulating greenhouse gases from power plants, some industrial sources, petroleum refineries
and cement kilns.” So in his plan he proposed to address these sources in Phase 2, in spring 2008.

National Program Critical to Auto Industry’s Turnaround

In a world of volatile but steadily rising gasoline prices, it is regulation that has played a crucial
role in providing business certainty. That’s right, the regulatory certainty provided by the National
Program has been critical to the U.S. auto industry’s recovery and international competitiveness. The
current recovery of the auto industry demonstrates higher sales, greater profitability, and higher fuel
efficiency can all go hand-in-hand.

In 2009, the auto market sales hit rock bottom with just 10.4 million vehicles sold, GM and Ford
alone combining for losses of $19.3 billion, and average fuel efficiency of new passenger vehicles was
just 20.9 mpg.”’ In a remarkable turnaround, today sales, profits and fuel efficiency are all dramatically
higher. 2011 sales are estimated to be on track to reach 13.6 million, GM and Ford have already
combined for $9.6 billion in profits for the first half of 2011 alone, and average calendar year 2011 fuel
efficiency year-to-date is 22.5 mpg.? The first National Program in 2009 was critical in creating the
predictable, stable regulatory environment that enabled the auto industry to effect this remarkable
turnaround.

According to Automotive News, even automakers now admit that they are benefiting from
stronger 2012 to 2016 standards that they fought so hard against: “Many automakers believe that the

work they've done since the last big [gas] price surge, and in anticipation of higher government fuel-

27 NRDC calculation based on monthly sales data from Ward’s Auto and average monthly fuel efficiency from University of Michigan
Transportation Research Institute (UMTRI. Average sales-weighted fuel economy of purchased new vehicles for October 2007 through
September 2011. October 5, 2011. Sources at <http://www.umich.edu/~umtriswt/EDI_sales-weighted-mpg.html>)

28 NRDC calculation based on data from UMTRI 2011 monthly fuel efficiency data for January 2011 to September 2011. Note that this
calculation will differ slightly from the EPA 2010 Fuel Economy Trend report which reports fuel efficiency on a model year basis, October to
September.
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economy standards, leaves them better prepared this time, with stables of more competitive small cars
and crossovers.””’

Who are the biggest winners from stronger pollution and fuel economy standards? Perhaps
ironically, Detroit: “It could be a fairer fight this time,” wrote Automotive News. “GM and Ford not only
have more competitive small cars, but hot-selling crossovers such as the Chevrolet Equinox and Ford
Edge that could benefit if consumers abandon big SUVs.”*

Alan Mullaly, Ford’s chief executive, told Bloomberg that his company is better able to cope with
rising fuel prices now than in 2008, when it was too heavy on trucks and large SUVs. Ford suffered more
than $30 billion in losses from 2006 to 2008 but is now profitable with its renewed emphasis on fuel-
efficiency and small cars. It reported net income of $2.4 billion in the second quarter of 2011.

GM is also now profitable and reported net income of $2.5 billion in the second quarter of 2011 after
losing $28 billion in 2008 and 2009. “GM’s investments in fuel economy, design and quality are paying
off around the world as our global market share growth and financial results bear out,” said Dan
Akerson, chairman and CEO.*

Job creation benefits from the manufacturing of fuel-efficient vehicles and components are already
accruing across the country. Both GM and Ford are having trouble keeping up with demand for their
respective compact cars, the Chevrolet Cruze and Ford Focus. GM is adding overtime shifts to the Ohio
plant that builds the Cruze, and Ford said it is stepping up overall production by 9 percent in the fourth

quarter from what it was at the end of 2010.** Honda is already adding a second shift at its Greensburg,

Indiana plant, where Civics are built, and plans to hire 1,000 people by the end of the year.”*> GM

» Colias, Michael. Buyers move toward better fuel economy Automotive News. March 14, 2011. Sourced at
<http://www.autonews.com/apps/pbcs.dll/article?AID=/20110314/RETAIL07/303149972/1135 >

g,

* Hanan Smith, Dottie. GM Investments in Fuel Economy, Design and Quality Paying Off Automotive Discovery. August 5, 2011. Sourced at
<http://automotivediscovery.com/gm-investments-in-fuel-economy-design-and-quality-paying-off/929726/>

32 Bunkley, Nick. Car Buyers Unfazed by Storms, Financial and Tropical, in August New York Times. September 1, 2011. Sourced at <
http://www.nytimes.com/2011/09/02/business/car-sales-improved-in-august-over-a-year-ago.html >

3 Network Indiana. Greensburg Honda Plant Adding Jobs Network Indiana. June 17, 2011. Sourced at <
http://indianapublicmedia.org/news/greensburg-honda-plant-adding-jobs-16957/>
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announced last year that it was hiring 1,000 engineers and researchers in Michigan to work on electric
vehicles.** General Motors is just starting production of the 40 mpg 2012 Chevy Sonic at its Orion
Township assembly plant suburban Detroit, the only subcompact car produced in the U.S.

Job Creation Benefits of 2017-2025 Clean Car Standards

The new standards will also help create tens of thousands of new jobs in the auto sector and even
more across the economy. A recent study by the business group Ceres found that a 2025 standard of 51
MPG would create 484,000 full-time jobs in the economy, with 43,000 jobs directly in the auto industry
by 2030.* Job benefits will be spread to all 50 states in both the form of more money to spend in the
economy through fuel savings rebates and through more workers to build clean, efficient components
and vehicles.

As shown in Figure 1, drivers in all 50 states will see a fuel savings rebate equivalent to $330 per
household in 2030. Figure 2 shows that there are already more than 300 suppliers of fuel-efficient
components located in 43 states and the District of Columbia. These companies are responsible for
employing more than 150,000 workers directly and for employing hundreds of thousands of others
indirectly.®®

The reason for increased jobs is quite simple. Barbara Somson of the UAW summed it up bestin a
recent Senate testimony: “The simple equation for understanding how this job creation occurs is that
the new technology required to meet tailpipe emissions standards represents additional content on
each vehicle, and bringing that additional content to market requires more engineers, more managers,

and more construction and production workers.”?’

3 Thompon, Chrissie. GM to hire 1,000 to boost electric vehicle efforts Detroit Free Press. November 30, 2010 . Sourced at <
http://www.usatoday.com/money/autos/2010-11-30-volt_N.htm >

* Op. cit. Ceres 2011

% Natural Resources Defense Council, National Wildlife Federation, United Automobile, Aerospace and Agricultural Implement Workers of
America (UAW). Supplying Ingenuity U.S. Suppliers of Clean, Fuel-Efficient Vehicle Technologies. August 2011.

37 Testimony of Barbara Somson, Legislative Director, UAW. Clean Air Act and Jobs. Senate Committee on Environment and Public Works,
Subcommittee on Clean Air and Nuclear Safety, Subcommittee on Green Jobs and the New Economy. March 17, 2011
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The Energy Information Agency of the U.S. DOE agrees with UAW that more content means more
jobs. According to EIA: “Use of more fuel-efficient technology is likely to increase the number of
employees needed to manufacture a vehicle” and that the "implicit assumption that employment per
vehicle does not increase as vehicles incorporate additional technology to become more fuel efficient
n38

does not seem reasonable.

Consumer Demand for Clean, Efficient Cars

Gasoline prices have been rising since 2005 and as a result, consumers are demanding more fuel-
efficient cars. The national average gasoline price averaged about $3.50 in the beginning of October, a
25 percent increase compared to this time last year and a 50 percent increase since 2005. Twice in the
last decade the automakers, especially the Detroit Three, got caught short of fuel-efficient models in
response to gas price shocks. Sales trends, price data and consumer polls all strongly indicate that
consumer demand for fuel-efficient vehicles is currently and will remain robust.

Despite the slight rebound in the market of SUVs and pickups in September, the long-term trend
towards greater fuel efficiency is clear. As shown in Figure 3, sales-weighted fuel economy has steadily
increased since model year 2005, rising from a 19.9 mpg to 22.5 mpg in model year 2010.*° As shown in
Figure 4, overall 2011 year-to-date average fuel economy of 22.5 is higher than the 2010 average of
about 22.1 mpg, peaking at 23.0 mpg in March, before receding to 22.1 mpg in September.*”® With most
experts expecting oil prices to remain high, the long-term demand for fuel-efficient vehicles is likely to
remain robust. According to Fatih Birol, chief economist to the International Energy Agency (IEA), oil

prices are likely to rise 30 percent over the next three years.*

* Roland, Neil. Agency: Alliance job-loss claim is faulty. Automotive News. June 27, 2011. Sourced at
<http://www.autonews.com/apps/pbcs.dll/article?AID=/20110627/0EM01/306279984/1143>

¥ EPA. Light-Duty Technology, Carbon Dioxide Emissions and Fuel Economy: 1975 Through 2010. EPA-420-S-10-00. November 2010.
*® Op. cit. UMTRI 2011.

* Village. Alternatives to Expensive Oil (June 2011) Village. October 7, 2011 Sourced at
<http://www.villagemagazine.ie/index.php/2011/10/alternatives-to-expensive-oil/>
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Sales of smaller vehicles are growing. Small and mid-sized vehicles account for 48 percent of sales
this year versus 38 percent in 2005. Fuel-inefficient, truck-based SUV sales are half of what they were in
2005, accounting for 7.5 percent of sales year-to-date in 2011 down from 15.4 percent in 2005. These
heavier, less fuel-efficient truck-based SUVs have largely been replaced by car-based, more fuel-efficient
“Crossover Utility Vehicles” which now comprise 25.8 percent of the market. Pickup sales are down
from 3.2 million units in 2005 to just 1.6 million units in 2010, dropping from 18.7 percent to 13.9
percent market share. **

Four cylinders have replaced sixes as America's most popular engine choice, powering 43 percent

43,44

of U.S. light vehicles sold in the first half of this year up from 25 percent in 2005. Ford recently noted
the shift away from V-8s: “EcoBoost-equipped F-150s had their best-ever sales month, and V6 engines
continue to outsell V8s among F-150s, with Ford’s new 3.5-liter EcoBoost and 3.7-liter V6 engines
representing 57 percent of F-150 retail sales in September.”*

The F-150 EcoBoost also clearly demonstrates consumer willingness to pay extra for higher fuel
economy.The F-150 EcoBoost engine has 20 percent better fuel economy and more power than the
model it replaces, and F-150 customers are willing to pay the $750 to $1,750 premium over less fuel-
efficient versions.

Another indication of consumer demand for fuel efficiency is the used car market. Used cars
overall are retaining a higher percentage of their original value than ever before, according to auto

analysts who track prices. Compact cars that are 1 to 5 years old are worth, on average, about 30

percent more on the wholesale market now than just six months ago, the National Auto Auction

*2 NRDC calculations based on Ward’s Auto sales data.

s Snyder, Jessie. They could've had a V-8 -- but more opt for 4 Automotive News. July 25, 201. Sourced at <
http://www.autonews.com/apps/pbcs.dll/article?AlD=/20110725/RETAIL07/307259989/1261>

“* Alan Baum & Associates, sales data.

“Ford. Ford Motor Company’s September Sales Post 9 Percent Increase, Paced by Strong Utility and Truck Sales. Press Release October 3,
2011. Sourced at <( http://media.ford.com/article_display.cfm?article_id=35311 >
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Association reports.*® According to Kelly Blue Book, “fuel efficient” used cars in September continue to
outperform the market, with values up 5 percent since January while fuel-inefficient vehicles dropped in
value about 5 percent.”’

The Toyota Prius has come to be one of the hottest cars available — new or used. The National
Auto Dealers Association monthly used car guide set the value of a 3-year old used Prius (model year
2008) in September at $3,635 higher than in January (a 21.6 percent increase). On the other hand, if
you are willing to pay $100 to fill up your tank, then you are in luck because you can get a bargain on a
3-year old Ford Expedition 4WD XLT. It will cost you $4,000 less than in January (a 14.7 percent drop).

Finally consumer polls consistently rank fuel efficiency at the top of the list of desirable attributes.
According to a Consumer Report survey released just last May, 62 percent of consumers expect to
choose a model with much better or somewhat better fuel economy and 58 percent willing to pay more
for a fuel-efficient vehicle. Furthermore, consumers expect their next car to deliver 29 mpg, a 30 percent
increase over the current average of about 22 mpg.*® A recent Consumer Federation of America survey
found that 62 percent of respondents are willing to pay more if the cost of the higher efficiency was paid
back in five years through fuel savings.*

Stronger Standards and Safer Cars Can Go Hand-in-Hand

With modern materials and current safety design practices, higher fuel-efficiency standards and
improved safety can go hand-in-hand. It’s simplistic and incorrect to assume that reducing weight will
decrease fleet-wide safety. The auto industry has already demonstrated that it can make vehicles that

are lighter and are at least as safe, if not safer, than the average vehicle of the same type and weight.

4 Bunkley, Nick. Used Gas Sipper, Keeping That New Car Value New York Times. June 23, 2011. Sourced at <
http://www.nytimes.com/2011/06/24/business/24auto.html>

7 Kelley Blue Book. “Blue Book Market Report”. October 2011. Sourced at <http://mediaroom.kbb.com/blue-book-market-report>

“ ConsumerReports.org. Consumer Reports Survey: Car buyers want better fuel economy and are willing to pay for it. Press Release, May 25,
2011.

* Consumer Federation of America. Mark Cooper, Director of Research. Issue Brief: Public Support for a 60 Mile Per Gallon Fuel Economy
Standard. September 2010.
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According to the National Research Council of the National Academy of Sciences, “Vehicle mass can be
reduced without compromising size, crashworthiness, and NVH,...”*°
There are three key issues that are important to understand:

e  First, safety is about good design such as high-strength materials and engineering. A wide
variation in safety risk exists for individual vehicle models of the same type and weight.

e Second, it's widely accepted that size matters more than weight. In recognition of this fact,
regulators have adopted standards that are indexed to vehicle size and therefore there is no
regulatory incentive to downsize to meet comply with stronger fuel economy or CO, standards.

e Third, today’s auto engineers have the technology and know-how to make vehicles lighter and
just as safer or safer.

Based U.S. DOE analysis, there is a wide variation in safety risk for individual vehicle models of the

122 The DOE analysis shows lighter vehicles can be just as safe, or safer, than a

same type and weight.
larger, heavier vehicle. According to Tom Wenzel of DOE: “...however, there is still a wide range in
casualty risk for individual vehicles of the same type, weight, and footprint. The worst car models can
have a casualty risk 50% higher to two times higher than the safest car models, even after accounting for
differences in the number of miles driven, driver age and gender, and crash location by vehicle models.”
For example, the weight of vehicles with the same safety risk of about 260 casualties per crash varies
from 3,000 to 4,000 pounds. For car models of the same weight, 3500 pounds, the safety risk varies by

300 percent, from about 100 to over 400 casualties per crash. This difference in safety risk among

vehicle models of the same type and weight can be primarily attributed to better vehicle design.

>0 National Research Council. Assessment of Fuel Economy Technologies for Light-Duty Vehicles. National Academies Press. 2011.

*! Wenzel, Thomas. “Comments on the Joint Proposed Rulemaking to Establish Light-Duty Vehicle Greenhouse Gas Emission Standards and
Corporate Average Fuel Economy Standards”, Docket No. NHTSA-2009-0059 and EPA-HQ-OAR-2009-0472, Lawrence Berkeley National
Laboratory, October 27, 2009. Wenzel, Tom, 2010. Analysis of the Relationship Between Vehicle Weight/Size and Safety, and Implications for
Federal Fuel Economy Regulation. LBNL-3143E

*2 Note that, although the DOE data do not fully account for the effect of differences in drivers and locations among vehicle models, crashes
involving risky young male drivers and frail elderly drivers, and crashes in relatively unsafe rural areas and in relatively safe urban areas, have
been excluded to partially account for differences in vehicle drivers and crash locations.
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Numerous studies have concluded that size is more important than weight for safety risk.>*-***° |

n
recognition of this widely accepted conclusion that size is more important than weight, NHTSA
consciously chose to adopt a “size-based” standard over a “weight-based” standard since such an
approach addressed their concerns regarding safety impacts of higher standards adopted for light-trucks
for model year 2011 and for their proposed passenger car and light truck rule for model years 2011 to
2015.

NHSTA originally adopted the size-based system at the direction of Congress, the Energy
Independence and Security Act of 2007, and was given the latitude to choose between a size-, weight-,
or other attribute-based system. It is also important to recognize that the EPA and the California Air
Resources Board have both conformed the structure of their CO, standards to be functionally identical
to the NHSTA size-based fuel economy system.

According to NHTSA:

e “..unlike a weight-based function, a footprint-based function helps achieve greater fuel
economy/emission reductions without having a potentially negative impact on safety and is
more difficult to modify than other attributes because it cannot be easily altered outside the
design cycle in order to move a vehicle to a point at which it is subject to a lower fuel economy
target.” [emphasis added]*®

e “..attribute-based standards eliminate the incentive for manufacturers to respond to CAFE

standards in ways harmful to safety. Because each vehicle has its own target (based on

attributes chosen), attribute-based standards provide no incentive to build smaller vehicles

3 R. M. Van Auken and J. W. Zellner. Dynamic Research, Inc. An Assessment of the Effects of Vehicle Weight and Size on Fatality Risk in 1985 to
1998 Model Year Passenger Cars and1985 to 1997 Model Year Light Trucks and Vans. SAE International (2004)

> R. M. Van Auken and J. W. Zellner. Dynamic Research, Inc. A Further Assessment of the Effects of Vehicle Weight and Size Parameters on
Fatality Risk in Model Year 1985-98 Passenger Cars and 1985-97 Light Trucks. (January 2003)

*R. M. Van Auken and J. W. Zellner. Dynamic Research, Inc. Updated Analysis of the Effects of Passenger Vehicles Size and Weight on Safety.
(February 25, 2011)

%% DOT. “Average Fuel Economy Standards Passenger Vehicles and Light Truck Model Year 2011 (Final Rule).” Federal Register 74:59. March 30.
2009. p. 14358.
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simply to meet a fleet-wide average, because the smaller vehicles will be subject to more
stringent fuel economy and emission targets.” [emphasis added]”’

Automakers clearly have technologies at their disposal to reduce weight and increase fuel
economy, without reducing size. There is a variety of technologies to raise fuel economy without
affecting weight (e.g., turbocharged gasoline direct engines) or reduce weight without affecting size
(lighter body constructions, including using lighter weight, high strength steel).® One of the best
examples is the next generation iconic SUV, the Ford Explorer. Keeping size essentially the same, Ford
has taken out 150 pounds of weight from its next generation, by moving to a car-like chassis and lighter
weight materials. And with an Ecoboost engine, the vehicle is 20 to 30 percent more fuel-efficient, with
no compromises in safety. Drivers can expect more of this type of innovation from other automakers as
a result of the National Program.

As shown in Figure 5 from DOE, even with vehicles of similar size, the use of high-strength
materials and current safety design approaches can greatly improve safety. As summarized in a white
paper by Professor Marc Ross of the University of Michigan and Tom Wenzel of DOE, several studies
found that reducing weight without changing size can save lives.* Figure 5 shows that the model year
2005 Toyota Corolla, Honda Civic, and Toyota Matrix have the same safety risk as the Dodge Neon, but
weigh 5 to 15 percent less. The difference is greater use of high-strength materials and better design.

Finally, Figure 6, also from DOE, shows that car-based “Crossover Utility Vehicles” (CUVs) have
much lower safety risk than truck-based SUVs and of similar size. Crossovers use lighter-weight unibody
construction, which also has safety advantages over truck-based SUV body-on-frame designs, including a

lower center of gravity that reduces their propensity to roll over, and less rigid frames and lower

%7 DOT. “Average Fuel Economy Standards, Passenger Cars and Light Trucks; Model Years 2011-2015 (Proposed Rule).” Federal Register 74: 86.
May 2, 2008. p. 24388.

%% Deborah Gordon, David L. Greene, Marc H. Ross, Tom P. Wenzel. ICCT. Sipping Fuel and Saving Lives: Increasing Fuel Economy Without
Sacrificing Safety. (2007)

** Tom Wenzel and M. Ross, Increasing the Safety and Fuel Economy of New Light-Duty Vehicles, Lawrence Berkeley National Laboratory,
September 18, 2006, LBNL-60449.
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bumpers that make them less dangerous to the cars they collide with. Many drivers may be unaware
that besides smaller crossovers like the Ford Escape, Honda CRV and the Toyota RAV-4, many of the
most popular mid-size “SUVs” are now “CUVs”, including the 2012 Ford Explorer and Dodge Durango.
Crossover vehicles now outsell traditional truck-based SUVs by a factor of almost four to one.

According to Mr. Wenzel of DOE, “there is strong evidence that weight can be reduced while
maintaining size and at least maintaining, if not increasing, occupant safety...Crossovers with the same
760

footprint have about 10% lower mass, and substantially lower risk, than truck-based SUVs...

Heavy-Duty Truck National Program: Another Clean Air Act Success Story

The 2014 to 2018 Heavy-Duty National Program for CO, and fuel economy standards is another
example of how well the partnership between NHSTA, EPA and the state of California has worked to
deliver fuel saving and pollution reductions in a process that enjoys support from industry and
environmentalists. The Heavy-Duty National Program has been developed with input and support from
engine and vehicle manufacturers, truck fleets operators, the State of California, and environmental
stakeholders. The long list of industry supporters includes the American Trucking Association, Con-way
Inc., Cummins Inc., Eaton Corporation, Fedex Corporation, the Truck & Engine Manufacturers, Wabash
National Corporation, and Waste Management Inc.

The agencies estimate that the combined standards will reduce CO, emissions by about 270
million metric tons and save about 530 million barrels of oil over the life of vehicles built for the 2014 to
2018 model years. The reduced fuel use will save truck drivers $42 billion, even after considering
technology costs.”

Operators of long-haul trucks, the largest category affected by the new program, will see an

enormous net lifetime cost savings, after considering the additional technology costs, of $73,000 with a

 Wenzel, “Comments on the Joint Proposed Rulemaking to Establish Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate
Average Fuel Economy Standards”, Docket No. NHTSA-2009-0059 and EPA-HQ-OAR-2009-0472, Lawrence Berkeley National Laboratory,
October 27, 2009.

' EPA “EPA and NHTSA Adopt First-Ever Program to Reduce Greenhouse Gas Emissions and Improve Fuel Efficiency of Medium- and Heavy-
Duty Vehicles”, Factsheet, EPA-420-F-11-031, August 2011.
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payback period time of less than two years.®” Owners of other trucks types, vocational, heavy-duty
pickups and vans, will similarly accrue net fuel savings benefits with payback times of two to four years.
As with drivers of more fuel-efficient cars, truck owners who finance the purchase of their vehicle will
see monthly savings accrue immediately, since the fuel savings costs will offset the additional monthly
vehicle payment costs.®

Conclusion

Chairman Jordan, Ranking Member Kucinich, and members of the subcommittee, the Clean Car
and Truck National Programs are examples of government at its best. The results speak for themselves.
The programs will deliver over a trillion dollars in fuel savings, cut our dependency on imported oil by
roughly a third, and take a major step towards averting dangerous global warming. The latest
agreement enjoys a virtually unprecedented depth and breadth of support, from automakers to
environmentalists, Republicans to Democrats, consumer advocates to energy security advocates,
business leaders to labor unions.

Upsetting this important program would only raise drivers’ fuel bills, increase dangerous pollution,
and make us more dependent on imported oil. Upsetting the National Program would deprive the auto
industry of the certainty it needs to make the long term technology investments it needs to be
competitive in a global market, and deprive our economy of hundreds of billions of dollars that could be
invested to strengthen our manufacturing base. In view of its overwhelming benefits and overwhelming
support, if anything, Congress should be urging the agencies to implement this important program

sooner rather than later. Thank you for your attention, and | welcome your questions.

2 EPA and NHTSA, “Greenhouse Gas Emissions Standards and Fuel Efficiency Standards for Medium- and Heavy-Duty Engines and Vehicles”,
Final Rule, 76 FR 57106.

% National Wildlife Federation, “Trucks that Work: How new fuel efficiency and greenhouse gas standards will deliver better, cleaner, cheaper-
to-operate trucks — and why it matters for truck owners, wildlife and the U.S. economy”, 2011.
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FIGURES

Figure 1: 2030 Fuel Savings “Rebate” Equal $330 per Household
Source: UCS and NRDC. “Saving Money at the Gas Pump: State-by-State Consumer Savings from Stronger Fuel Efficiency and

Carbon Pollution Standards”. September 2011.)
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Figure 2: 150,000 Jobs, 300 Facilities in 43 States and DC in Clean, Fuel Efficient Vehicle Supply Base
Source: Natural Resources Defense Council, National Wildlife Federation, United Automobile, Aerospace and Agricultural
Implement Workers of America (UAW). Supplying Ingenuity U.S. Suppliers of Clean, Fuel-Efficient Vehicle Technologies. August
2011.

Figure 1: United States Suppliers of Low-Emission, Fuel-Efficient Vehicle Technologies
(Number of Supplier Facil

@ Advanced Internal Combustion Engine Vehicles
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@ Plug-in Electric Vehicles

@ Common Components

Table 1: Top 15 States Currently Employing the Highest

Number of Autoworkers in Clean, Efficient Technologies

State Facilities Employment
Michigan 97 38,067
Ohio 28 13,753
Indiana 30 11,819
Kentucky 5] 9,775
Pennsylvania 13 8,662
Texas 22 8,558
Alabarma 12 8,285
California 79 7,422
South Carclina 16 6,934
North Carolina 19 5,928
Tennessee 11 5,393
MNew York 16 5,339
Minois 23 4718
Virginia 11 2,373
Arizana 4 1,765
Other States 116 12,380
Total 504 151,168
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Figure 3: Average Fuel Economy of New Light-duty Vehicles Has Steadily Increased Since 2005

Source: EPA. Light-Duty Technology, Carbon Dioxide Emissions and Fuel Economy: 1975 Through 2010. EPA-420-S-10-00.
November 2010.
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Figure 4: Demand for Fuel-efficient Vehicles Remaining Strong in 2011
Source: University of Michigan Transportation Research Institute, “Eco-Driving Index: Average sales-weighted fuel economy of

purchased new vehicles for October 2007 through September 2011”, http://www.umich.edu/~umtriswt/EDI_sales-weighted-
mpg.html
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Figure 5: Design Matters, Compact Cars of Similar Size and Weight have Very Different Safety Risks

Source: Wenzel, Thomas. “Comments on the Joint Proposed Rulemaking to Establish Light-Duty Vehicle Greenhouse Gas
Emission Standards and Corporate Average Fuel Economy Standards”, Docket No. NHTSA-2009-0059 and EPA-HQ-OAR-2009-
0472, Lawrence Berkeley National Laboratory, October 27, 2009.

Figure 5. Example of effect of design on casualty risk to drivers (from Figure 1)
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Figure 6: Safety by Design, Car-based Crossovers Have Much Lower Safety Risk than Similar Sized

Truck-based SUVs

Source: Wenzel, Thomas. “Comments on the Joint Proposed Rulemaking to Establish Light-Duty Vehicle Greenhouse Gas
Emission Standards and Corporate Average Fuel Economy Standards”, Docket No. NHTSA-2009-0059 and EPA-HQ-OAR-2009-
0472, Lawrence Berkeley National Laboratory, October 27, 2009.

Table 1. Comparison of footprint, curb weight and fatality risk, for model vear
2003 to 2007 SUV's and crossover SUVs

Compact Midsize Compact Midsize
Ttem SUV SUV Crossover SUV  Crossover SUV
Footprint (sq ft)* 42 49 43 49
Curb weight (Ibs)* 3672 4500 3350 (-313) 4081 (-419)
Casualty risk to drivers 60 £ 9 63 =4 44 + 4 (-36%) 32 =3 (-49%)
Casualty risk to others 52+8 59 x4 36 =4 (-31%) 37 =4 (-37%)

* Sales-weighted averages for MY05 models
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