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The “Engine of Europe”
=

Important employer
12 million families depend on the automotive industry

The world's largest vehicle producer
1/3 of all new cars is manufactured in the EU

Yearly investment of 20 billion euros in R&D
4% of turnover; largest private investor in R&D in the EU

One of the most regulated sectors in the EU
more than 80 EU directives; 115 UN-ECE pieces of legislation

Tax revenues of € 360 billion or 3.5% of GDP
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a EU Auto Industry Track Record

CO2 emissions = minus 14% since 1995

NOx and PM = reduced by over 95%

Noise = reduced by 90%

Recycling = up to 95%

Active & passive safety ®ABS, seatbelts, ESP, airbags...

Mobility = navigation systems, traffic management...



‘ Car industry is ready to contribute

Unbroken CO2 reductions
from new cars

Car share of global CO2 emissions

< 0.5 % New
passenger cars

Passenger
cars

17 % Traffic / 7%

Source: IPCC Fourth Assessment Report, WG lll, 2007.
World Business Council for Sustainable Development, 2004.



a Global Fuel Economy Standard: Challenges

= Different countries with....
o different types of markets
different income levels
different driving behaviour
different traffic infrastructure
different fuel infrastructure
different consumer preferences - car segments
different fiscal policies and incentive schemes
0 etc.
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—> Aligned fuel economy test procedure....

o fuel economy in test cycle versus real fuel consumption -
consumer confusion?




EU Commission: focus on car technology

N~

European Commission’s legislative proposal on CO2
reduction from cars adopted on 19 December 2007:

e 120g/km in 2012:

- 130g/km through cycle technologies (weight as parameter)

- 10g/km through low-blend biofuels and other complementary
vehicle technology measures (Gear shift indicator, Energy-
efficient air-conditioning, Low rolling resistance tyres, Tyre
pressure monitoring systems)

e Narrow focus on new car technology

instead of Integrated Approach involving all relevant
stakeholders
— Contrary to holistic approach adopted in Commission’s Energy
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= Development phase of typical car

Lead-time (1)

- ~5 years from concept definition until start of production

* Product cycle of typical car

- ~b-7 years

= Engineering and production capacities already allocated at
manufacturer and supplier level
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Lead-time (2)
=

= Of new cars sold in 2012...

- Nearly 2/3 are already in execution or production phase
- About 1/3 are already in concept phase

* Need for a phase-in 2012 - 2015

Car sales volumes by introduction year (in %)

100%
0/
80% O Models in advanced engineering
phase in mid-07
60% O Models in concept phase in mid-07
40%- B Models in execution or production
phase in mid-07
20%
0%-

2008 2009 2010 2011 2012 2013 2014 2015
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Phase-In

« ACEA position: Increasing share of cars covered

\Share of

»

25 9%

cars covered

50 %

75 %

100 %

v

» Consideration of lead-time and product cycle needs



Compensation payments
N~

» The objective is to comply with the regulation and not to pay
compensation payments

= The proposed levels (€20/g in 2012, €35/g in 2013, €60/g in 2014, €95/g
In 2015) are vastly out of line with CO2 abatement costs and payments
In other EU sectors/policies and internationally

= 1] tonne of CO2 from cars has the same environmental effect as
1 tonne emitted by any other sector (industry, household, etc.)

= Compensation payment reduces a car company’s R&D budget

= Any revenues should go to car-related CO2 reduction schemes




- Rewarding eco-innovations
-

Additional

eco-innovations
(with proven results)

[10g/km]

Gear-shift indicators
Energy-efficient air conditioning
Low rolling resistance tyres
Tyre pressure monitoring systems
Biofuels

(*)

Innovation of industry should not be limited
by defining a closed list of eco-innovations

Eco-innovations will provide the flexibility to
comply with the target = cost-effectiveness

Eco-innovations, not covered in the test-cycle,
should be rewarded via credits at individual
car level

The CO2 reduction value of eco-innovations
should be measured and monitored by an
independent body

Examples: high-energy efficient LED,
eco-mode, solar roof panels, advanced
navigation aid...

(*) according to Communication from 7.02.2007
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Long-term target

Car industry is open to discuss further targets, but long-term target must
be based on an impact assessment

Inclusion of any political target for 2020 in current CO2 legislation
proposal and without impact assessment is not goal-oriented

Integrated approach to environment and safety must be applied if
societal objectives are to be achieved cost-effectively

External factors must be considered
= Economic environment
= Qil price development
- Market changes
= Infrastructure for alternative fuels




N Way forward: Integrated Approach / Global Approach
- o

= Automotive industry will continue making major efforts

* Integrated Approach
- will remain the major contributor

- Huge potential for
 sustainable 15t generation; future lies with 2" generation!
* More R&D support necessary, fuel industry has to be involved!

- Changing awareness & driver behaviour
- Make way for measures
- Harmonised CO2-related

= Cost-effectiveness means reaching environmental targets at
lowest cost to society




Reducing CO2 emissions —
a — finding effective measures

. i Achieving environmental
Combining efforts of all involved _ goals at lowest cost to

+ Including all cars on the road society

Societal costs compared

Car Related Measures

120 g/km
via vehicle

; technology
Other sectors comparison (examples) only
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Biofuels
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Consumer information

N~

e Rationale: support demand

e Criteria:
o EU-wide harmonized labeling scheme

o Focused on CO, / fuel consumption only
(tank-to-wheel)

o Stability over time
o Simplicity and transparency



Driver behaviour
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o

e Eco-driving
o Reduces fuel consumption - lowers CO,
emissions

o Reduction potential: 50 Mt in Europe by 2010
(ECCP)

o Long term potential: up to 10%

o Benefits
o Cost-effective: ECCP calculates cost-savings!
o Easy to learn & can be applied across park

o All stakeholders can contribute to EU-wide
campaign



Infrastructure
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O EENEM EMEFTESEBIETE noAD NETWORK IMPROVEM ENTS IN THE GREATER TOKYO REGION

IFAREEOIE Curvent Status HiNmeaSE e i After Completion
: TR ] I — R
| Teakouba ity = e, Taububu City
. =i R L
Ha -.|...rE-LiJ.}..._.:, fur AT Tnkrzkan F:rf-m-uua - PRI

P L BT ELE irimpean & i

Mahare Expresssty Bolzain Fafed ity

%, SERIOY oo gUR . St oy v SR
& et [Gaikan Beltway i - ' e | Gaikan Beloway
Kanoda Folteay i - ' Kenodo Beltwoy E:
e L mmy : o, T T T
LhioKanjo ; 2 L Cham Kanja, o
- i IBeltweay - 4 ) Beltwag
AZFEE S : o ; ] ! g C = i ' !
Wiehes ris A o =i 1 il . uEE:F : ﬁ-Ekl'!- = | | R
iy iy B 3 PN LY City i oy H{;‘HE [ Manda Gty
I [ (1| S Toshin Kanjo 2 TS e T - T LR - Toshin Kamjo R T b — ,
~ S hiza Fapiereny - ekt -EarpthiY o Evmeoimai ks e S O Expr iy Bel Hefy et I e iy L e
, 2y B omes 5 clelbwey " e [ :
hidagm . 3 | i g By : bbeava T pEg |
Do SW Chdbe Cirg ; ) G, oAF e R E s ity
_ e T, R A R
A ken w2 A R i, - o e =y ' [

Aty o - R .-l.Cer..El’r At Cily . F I s e, KAz ity
e 3 S mRTaIsaR A oy B ciwemegen B2 i
T i i e K armia Eorty Pk E% HigateEans

= Iecwtedrovap - i Eapairifresey Enparesesy oy s Erpmimay
T [Teteyaia L) o - T Tal eyema Ling)
Whm Mz Al ERE P E- 3 R ; o dapet o R ATE S
WL T ELUGLET T e P o Tk Ry &gn lon He=x135 oo '!.l.a-\.lall.-h.'-c.ﬂ? | L Tolpo Boy Bapus Lt
Ephira by 3 TR T tadin b 1 st -
Wanguan Eaestniay Whaagan [Eapissndy
(EEE ]

IR, F SERAAAGI

e Japanese government counts 28Mt reductions
through infrastructure in Kyoto plan

e Dynamic traffic lights, road rolling resistance, etc.
e Works across park!



CO2-based taxation on cars
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e To incentivise car buyers and manufacturers
o Clear market signal = pull effect
o Promote customer demand
o Current tax policies too fragmented & unfocused

e How
o All taxes/fees to be substituted by circulation tax
o Proportional to CO2 emissions

o Linear (no arbitrary steps) and technology-
neutral

o No discrimination (certain types, segments)
o Revenue neutral

o Harmonised model across the EU
(or coordinated...)
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Conclusions

ACEA members support 120g/km target, and will continue being
major contributor

Integrated Approach required for cost-effectiveness
- Combining efforts of all involved
- |Including all cars on the road
- Enabling more cost-effective & flexible approach for new cars

Encouraging and rewarding eco-innovations
Industry needs stability and predictability

The industry is strongly involved and committed to CO2 reduction but
needs sufficient time to comply with new requirements (lead-time)

ACEA supports revision of labelling directive

ACEA supports CO2 based taxation for cars & alternative fuels
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Thank youl!
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European Automobile Manufacturers Association
www.acea.be



