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AS OBAMA'S CO2 REGULATIONS GET TOUGH,
AUTOMAKERS -- ESPECIALLY JAPANESE --
HAVE ALREADY EARNED A BIG CUSHION
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How new CO2 credits differ from NHTSA's

» Loopholes and the mpg game » For Tesla's EVs, credits turn into dollars
UPDATED: 4/8/13 11:41 am ET - adds link, attachment

As automakers ratchet down the fuel consumption of their cars to meet tougher federal standards, the top
Japanese automakers already have an enormous head start from credits they earned since the 2009 model year.

Because they outperformed old fuel economy standards before new requirements were phased in, Toyota, Honda
and Nissan have a huge cushion that will help them meet increasingly tight standards.
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Last month the EPA quietly posted a report that shows these three companies have so many credits that their
current fleets, unchanged, could meet EPA requirements through the 2016 model year, said David Friedman, a
senior engineer at the Union of Concerned Scientists.

The companies are highly unlikely to do that, Friedman said, because they need to meet much stricter standards
from 2017 to 2025 and because fuel economy has become a crucial selling point.

But these companies still have enough credits "that they could slow down near-term investments in clean cars,"
he said.
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When the new standards started to phase in for the 2012 model year, Toyota held 86 million EPA credits. Each
credit represents one more metric ton of carbon dioxide that its vehicles could emit over their lifetimes than the
Obama administration's new program nominally allows.

The credits give Toyota more options for meeting new EPA limits on tailpipe emissions, which will get 3 to 5
percent stricter each year in tandem with new corporate average fuel economy standards that ramp up to a
nominal 54.5 mpg in the 2025 model year.

Toyota, the dominant player in hybrids, and other automakers have kept mum on plans for these credits, which
can be used until the 2021 model year, except for the credits from 2009, which last only five years.
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Tom Stricker, vice president of technical and regulatory affairs at Toyota Motor North America, acknowledged
that the credits are a "valuable tool for future compliance."

Automakers may sell their excess credits to competitors that fall short. And while there are some limitations on
using credits to build gas-guzzlers, automakers with credits would have more leeway to build more powerful
vehicles with lower mpg than competitors that are feeling the crunch of CAFE.

"It will give a company like Toyota an opportunity to promote performance a little more aggressively than we will
be able to," said an executive who plans CAFE compliance for another major automaker. "They will have the
ability to not ratchet down the performance of their mainstream products as much. Do we wish we had more?
Yes. Do we wish they had less? Sure."

Lots of pickups

Advertisement

Dan Becker, director of the Safe Climate Campaign and a longtime proponent of stricter fuel economy standards,
says Toyota's credits are "worth a hell of a lot of pickup trucks if they decide to sell more pickup trucks."

But another executive who plans CAFE compliance for a non-Japanese automaker said it would be foolish to
spend credits rather than develop and sell more efficient products.

"You could only do that for so long, and then you'd be in more trouble for the future, because the regulations are
only getting more stringent -- and at an increasing rate," the executive said.

The credits were a key concession made by the Obama administration to get car companies on board with
tougher fuel economy rules.



They were part of a plan to start regulating carbon dioxide in the wake of a 2007 Supreme Court ruling that
allowed the EPA to decide whether greenhouse gases are a pollutant that harms human health and welfare.

President Obama wanted to deal with global warming, so his administration created the program to limit tailpipe
emissions rather than merely setting CAFE standards to limit fuel consumption.

Automakers asked to be allowed to earn credits to help meet the tighter requirement. And those credits, formally
handed out by the EPA last month, gave the three Japanese automakers a large lead over their competitors.

Japanese companies lead

So by the start of the 2012 model year, the auto industry already held credits worth 209 million metric tons of
CO2. That does not include Hyundai and Kia, which are under investigation for overstating the fuel economy
numbers of dozens of models from the 2011 through 2013 model years.

Honda earned 36 million credits from the early credit program, and Nissan 18 million. Among the Detroit 3, only
General Motors (25 million) had more than Nissan. Ford Motor Co. (15 million) and Chrysler Group (8 million)
lost some of their credits during the 2011 model year.

Daimler AG, which routinely has paid fines to the National Highway Traffic Safety Administration in the past for
falling short of CAFE standards, earned just 378,272 credits during the three-year period. The company was also
one of the few automakers to oppose the Obama administration's fuel economy deal.

'We've earned these credits'

U.S. and import-brand automakers lobbied the Obama administration heavily for credits before the new program
even began.

The three largest Japanese automakers -- long among the leaders in fuel economy -- earned more than 60
percent of all credits.

"We feel we've earned these credits, just like we've earned them in the long-standing fuel economy program," said
Toyota's Stricker.

Phil Gott, a senior director at IHS Automotive who specializes in CAFE issues, said the credits reward the
Japanese companies fairly for making early investments in more efficient cars.

"It's giving credit where credit is due," Gott said. "If someone has been more efficient over the years, then why
challenge them to the same extent as someone who hasn't?"

The credits from the EPA were given by using CAFE performance to calculate automakers' greenhouse gas
emissions.

The agency used the old CAFE formula rather than the new one, which sets an individual fuel economy standard



for every automaker to reflect that some companies sell more large trucks and others sell more small cars.

The new standards are based on "footprint," meaning that every car gets a customized fuel economy and
emissions target based on its size and every automaker gets a customized fuel economy and emissions target
based on its vehicle mix.

Automakers can get more credits for the 2012 model year and beyond, but those credits become harder to obtain
every year as the standards grow stricter.

The EPA is not predicting how companies will use their early credits.

In the March report, the agency said, "One could create any number of hypothetical scenarios that show these
credits being used in a variety of ways."

But the EPA said it does not expect any automaker to use the early credits to avoid improving efficiency or
introducing technologies. That would invite enforcement actions, the agency warned.

"We continue to believe that most manufacturers will be taking a long-term view of the increasingly stringent
standards in the future and will use their accumulated credits judiciously to plan a smooth pathway to the low
emissions required through the 2025 model year," the March report said. "We do not expect manufacturers to
use these credits injudiciously."

Going up

Average CAFÉ rules, cars and trucks*

MY MPG

2011 27.3 mpg

2012 29.7 mpg

2013 30.5 mpg

2016 34.1 mpg



Automakers' CAFÉ numbers vary based on "footprint" of vehicle fleet, EPA's CO2 standards mirror CAFÉ.

Source: NHTSA
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Early credit reportEarly credit report
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Tags: Automakers CAFE Technology Emissions Honda Nissan Toyota Vehicle Technology United States
2

Shares

     

RANGE ROVER READIES RIVAL TO

Read Next

http://www.autonews.com/assets/PDF/CA8786048.PDF
mailto:gnelson@crain.com
http://www.autonews.com/topic/19001001
http://www.autonews.com/topic/4004004
http://www.autonews.com/topic/4004021
http://www.autonews.com/topic/6004000
http://www.autonews.com/topic/20037000
http://www.autonews.com/topic/20061000
http://www.autonews.com/topic/20083000
http://www.autonews.com/topic/22000821
http://www.autonews.com/topic/22000404
http://www.facebook.com/sharer/sharer.php?u=http://www.autonews.com/apps/pbcs.dll/article?AID=/20130408/OEM01/304089970/as-obamas-co2-regulations-get-tough-automakers-especially-japanese&title=As+Obama%27s+CO2+regulations+get+tough%2C+automakers+--+especially+Japanese+--+have+already+earned+a+big+cushion
http://twitter.com/home?status=As+Obama%27s+CO2+regulations+get+tough%2C+automakers+--+especially+Japanese+--+have+already+earned+a+big+cushion+http://www.autonews.com/apps/pbcs.dll/article?AID=/20130408/OEM01/304089970/as-obamas-co2-regulations-get-tough-automakers-especially-japanese+
http://www.linkedin.com/shareArticle?mini=true&url=http://www.autonews.com/apps/pbcs.dll/article?AID=/20130408/OEM01/304089970/as-obamas-co2-regulations-get-tough-automakers-especially-japanese&title=As+Obama%27s+CO2+regulations+get+tough%2C+automakers+--+especially+Japanese+--+have+already+earned+a+big+cushion&source=http://www.autonews.com
https://plus.google.com/share?url=http://www.autonews.com/apps/pbcs.dll/article?AID=/20130408/OEM01/304089970/as-obamas-co2-regulations-get-tough-automakers-especially-japanese
mailto:?subject=As%20Obama's%20CO2%20regulations%20get%20tough,%20automakers%20--%20especially%20Japanese%20--%20have%20already%20earned%20a%20big%20cushion&body=http://www.autonews.com/apps/pbcs.dll/article?AID=/20130408/OEM01/304089970/as-obamas-co2-regulations-get-tough-automakers-especially-japanese
http://www.autonews.com/article/20130408000100/OEM01/304089970?template=print
http://www.autonews.com/article/20160614/OEM04/306149997/range-rover-readies-rival-to-bmw-x6-mercedes-gle-coupe


BMW X6, MERCEDES GLE COUPE

VW PLANS TO MERGE
COMPONENTS UNITS, CONDUCT
ASSET REVIEWS, REPORT SAYS

ELECTRIC CAR STARTUPS
FUELED BY CHINESE MONEY AIM
TO CATCH TESLA

FIAT CHRYSLER TO RECEIVE $62
MILLION FROM ONTARIO FOR
UPGRADES, REPORT SAYS
SUPPLIER SRG PLANS TO MOVE
HQ WITHIN DETROIT SUBURBS

http://www.autonews.com/article/20160614/OEM04/306149997/range-rover-readies-rival-to-bmw-x6-mercedes-gle-coupe
http://www.autonews.com/article/20160614/OEM/160619943/vw-plans-to-merge-components-units-conduct-asset-reviews-report-says
http://www.autonews.com/article/20160614/OEM05/160619944/electric-car-startups-fueled-by-chinese-money-aim-to-catch-tesla
http://www.autonews.com/article/20160614/OEM01/160619958/fiat-chrysler-to-receive-62-million-from-ontario-for-upgrades-report
http://www.autonews.com/article/20160614/OEM01/160619945/supplier-srg-plans-to-move-hq-within-detroit-suburbs
http://www.autonews.com/article/20160614/RETAIL/160619948/florida-dealerships-grapple-with-orlando-nightclub-shootings


Advertisement

SUBSCRIBE TO AUTOMOTIVE NEWS

Our in-depth authoritative automotive coverage and degree of access from the boardroom to the showroom makes Automotive
News unrivaled in the industry. Chances are, if you're not subscribed to Automotive News, you're missing information that's vital to
your business.

SUBSCRIBE

FLORIDA DEALERSHIPS GRAPPLE
WITH ORLANDO NIGHTCLUB
SHOOTINGS
VW OPENS CALIFORNIA PARTS
DISTRIBUTION CENTER

CADILLAC TOUTS SURROUND
VISION VIDEO-RECORDING
SYSTEM ON CT6

http://www.autonews.com/article/20160614/RETAIL/160619948/florida-dealerships-grapple-with-orlando-nightclub-shootings
http://www.autonews.com/article/20160614/RETAIL05/160619947/vw-opens-california-parts-distribution-center
http://www.autonews.com/article/20160614/OEM06/160619949/cadillac-touts-surround-vision-video-recording-system-on-ct6


GET FREE NEWSLETTERS

Sign up today to get the best of Automotive News delivered straight to your email inbox, free of charge. Choose your news - we'll
deliver.

GET FREE NEWSLETTERS

CARS & CONCEPTS ▶

NEWS BY BRAND ▶

DEALERS ▶

OEM/SUPPLIERS ▶

VIDEO ▶

PHOTO GALLERIES ▶

OPINION ▶

READER SERVICES ▶

OTHER ▶

http://www.autonews.com/section/cars-concepts
http://www.autonews.com/section/cars-concepts
http://www.autonews.com/section/retail07&profilename=dealers
http://www.autonews.com/section/oem&profilename=automakers%20and%20suppliers
http://www.autonews.com/section/video
http://www.autonews.com/section/photogallery
http://www.autonews.com/section/opinion
http://www.autonews.com/
http://www.autonews.com/


PRIVACY STATEMENT

TERMS AND CONDITIONS

CONTACT US

CONNECT WITH AUTOMOTIVE NEWS

p b d

 

http://www.autonews.com/article/20051012/STATIC/310120002
http://www.autonews.com/article/20110504/STATIC/110509939
http://www.autonews.com/section/contact01
http://www.twitter.com/automotive_news
http://www.facebook.com/AutoNews
http://www.linkedin.com/groups?gid=2474084&trk=hb_side_g
http://www.linkedin.com/groups?gid=2474084&trk=hb_side_g
https://home.autonews.com/clickshare/extAPI1AuthRedirect.do?CSTargetURL=http://www.nxtbook.com/nxtbooks/crain/an8450234623ASDKK
https://home.autonews.com/clickshare/extAPI1AuthRedirect.do?CSTargetURL=http://www.nxtbook.com/nxtbooks/crain/an8450234623ASDKK

