MODIFICATIONSTO THE PROPOSED REGULATION ORDER
MADE AVAILABLE WITH SECOND “15-DAY” NOTICE

PROPOSED 2003 AMENDMENTSTO THE
CALIFORNIA ZERO EMISSION VEHICLE REGULATION

Note: Set forth below are modifications to the proposed 2003 amendments to the California zero emission
vehicle (ZEV) regulation. Thetext of the originaly proposed amendmentsis shown in underline to
indicate additions and strikesut to indicate deletions, compared to the preexisting regulatory language. The
proposed modifications to the original proposa that were made available by the first “15-day” notice are
shown in double underline to indicate additions and desble-gteike-aut to indicate deletions. The additional
proposed modifications made available by the seoond “15-day” notice are shown in bold double
underline to indicate additions and beld-dedbles gt to show deletions. Theitdlicized, indented
commentaries explain the rationale for the proposed modifications to the original proposal made after the
initid set of modifications released by staff March 5, 2003, and are not part of the regulations.
Commentaries for the second set of modifications arein bold italics. Subsection headings shown in
italics are to be italicized in Barclays Caifornia Code of Regulations.

1. Amend Cdifornia Code of Regulations, title 13, section 1962 to read as follows:

§1962. Zero-Emission Vehicle Standardsfor 2003 2005 and Subsequent Model Passenger
Cars, Light-Duty Trucks, and Medium-Duty Vehicles.

@ ZEV Emission Sandard. The Executive Officer shdl certify new 2003 2005 and
subsequent model passenger cars, light-duty trucks and medium-duty vehicles as ZEVsif the vehicles
produce zero exhaust emissons of any criteria pollutant (or precursor pollutant) under any and al
possible operational modes and conditions. Incorporation of a fuel-fired heater shall not preclude a
vehicle from being certified asa ZEV provided: (1) the fud-fired heater cannot be operated at ambient
temperatures above 40°F, (2) the heater is demonstrated to have zero fuel evaporative emissions under
any and dl possble operationd modes and conditions, and (3) the emissions of any pollutant from the
fudl-fired heater when operated at an ambient temperature between 68°F and 86°F do not exceed the
emission standard for that pollutant for a ULEV under section 1961(a)(1).

A vehicle that would meet the emissons sandards for a ZEV except that it uses afue-fired
heater that can be operated at ambient temperatures above 40°F, that cannot be demonstrated to have
zero fud evaporative emissons under any and dl possible operation modes and conditions, or that has
emissons of any pollutant exceeding the emission standard for that pollutant for aULEV under section
1961(a)(1), shall be certified based on the emission leve of the fud-fired heater.
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(b) Percentage ZEV Requirements.
Q) General Percentage ZEV Requirement.

(A) Basic Requirement. The minimum percentage ZEV requirement for each
manufacturer islisted in the table below as the percentage of the PCsand LDT1s, and LDT2sto the
extent required by section (b)(2)(C), produced by the manufacturer and delivered for sde in Cdifornia
that must be ZEV's, subject to the conditionsin this section 1962(b).

Model Years Minimum ZEV Requirement
2003 2005 through 2008 10 percent
2009 through 2011 11 percent
2012 through 2014 12 percent
2015 through 2017 14 percent
2018 and subsequent 16 percent

(B) Calculating the Number of Vehicles to Which the Percentage ZEV
Requirement is Applied. A manufacturer’s volume of PCs and LDT1s produced and delivered for
sdein Cdiforniawill be averaged for the 1997, 1998, and 1999 mode yearsto determine the
Cdifornia PC and LDT1 production volume for the model year 2003te 2005 ZEV requirements. For
subsequent three-year periods following modd years-2003-+te 2005, a manufacturer’s Cdifornia
production volume of PCsand LDT1s, and LDT2s as applicable, will be based on athree-year average
of the manufacturer’s volume of PCsand LDT1s, and LDT2s as gpplicable, produced and ddlivered for
sdein Cdiforniain the prior fourth, fifth and sixth years (e.g. 2006 to 2008 modd-year ZEV
requirements will be based on Cdifornia production volumes of PCsand LDT1s, and LDT2s as
gpplicable, for 2000 to 2002 model years). This production averaging is used to determine ZEV
requirements only, and has no effect on amanufacturer’s Sze determination. As an dternative to the
three year averaging of prior year production described above, amanufacturer may during model year
2005 or thefirst modd year of a subsequent three year period elect to base its ZEV obligation on the
number of PCsand LDT1s, and LDT2sto the extent required by section (b)(1)(C), produced by the
manufacturer and ddivered for sdein Cdiforniathat same year. If amanufacturer dectsto usethis
method after model year 2005 it must be used for each year of the three-year period. In applying the
ZEV requirement, aPC, LDT1, or LDT2 (beginning in the 2007 mode year) that is produced by a
amall volume manufacturer, but is marketed in Cdifornia by another manufacturer under the other
manufacturer’s nameplate, shal be treated as having been produced by the marketing manufacturer.

(C)  Phase-in of ZEV Requirements for LDT2s. Beginning with the ZEV
requirements for the 2007 mode year, a manufacturer’s LD T2 production shal beincluded in
determining the manufacturer’s overdl ZEV requirement under section (b)(1)(A) in theincreasing
percentages shown the table below.
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2007 2008 2009 2010 2011 2012+

17% 34% 51% 68% 85% 100%

(D)  Exclusion of ZEVsin dDetermining a saAManufacturer’s sSales ¥Volume.
In calculating for purposes of sections 1962(b)(1)(B) and 1962(b)(1)(C) the volume of PCs, LDT1s
and LDT2s a manufacturer has produced and ddivered for sde in Cdifornia, the manufacturer shall
exclude the number of ZEVs produced by the manufacturer, or by asubsdiary in which the
manufacturer has a greater than 50% ownership interest, and delivered for sde in Cdifornia

2 Requirements for Large Volume-
and-Smal-Vselume Manufacturers.

(A)  Primary Requirements for Large Volume Manufacturers.

L 088: In the 2003 2005 through 2008 modd years, a
large-volume mmmaaurer must meet a Ieast 20% 20% 20% of its ZEV requirement with ZEVs or
ZEV credits generated by such vehicles, and at least another 20% 383 20% with ZEV's, advanced
technology PZEV's, or credits generated by such vehicles. The remainder of the large-volume
manufacturer’s ZEV requirement may be met usng PZEV's or credits generated by such vehicles.

. Asthe ZEV requirement increases over
time {from 10% from 4206 from 120 10% in model year 2993 2012 2005 to 16% in modd years 2018 and

subsequenty, the maximum portion of the alarge volume manufacturer’s percentage ZEV requirement
that may be satisfied by 8-2-aewanee PZEV s that are not advanced technology PZEVs, or credits
generated by such vehicles, islimited to 6% of the manufacturer’ s gpplicable CdiforniaPC, LDT1, and
LDT2 production volume; advanced technology PZEVs or credits generated by such vehicles may be
used to meet up to one-haf of the manufacturer’s remaining ZEV requirement.

[ Commentary: A post-hearing modification corrects the model-year reference in
the second line that appeared in the March 5 modifications to refer to 2005.]
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(B)  Alternative Requirements for Large Volume Manufacturers.

1 Minimum Floor for Production of Type Il ZEVs.

a Requirement For the 2005-2008 Model Years. A large volume manufacturer
electing to be subject to the aternative compliance reguirements during mode years 2005 through 2008
must produce, deliver for sde, and place in service in Cdifornia enough 2001-2008 model -year Type
[1I ZEVsto generate ZEV credits sufficient to meet a cumulative percentage ZEV requirement of 1.09
percent of the manufacturer’s average annua California sales of PCs and LDT1s over the five year
period from mode vears 1997 through 2001, or submit an equivaent number of credits generated by
such vehides The manufacturer may meet up to one haf of this reguirement with [i] 2004-2008
model-year Typel or Typell ZEVs, provided that 20 Type | ZEVsor 10 Type Il ZEVswill egual
one Typelll ZEV, and [ii] 1997-2003 model-year Typel or Typell ZEVsthat qualify for an
extended service multiplier under section 1962(f) for a year primarily during calendar years
2004-2008, provided that 33 years of such a multiplier will egual one Typelll ZEV.

[ Commentary: Post-hearing modifications change “ optional requirements’ to
“ alternative requirements’ throughout to better track the common terminology
in the rulemaking. Subdivisions of section 1962(b)(2)(B)1. have been added to
accommodate the modifications in Item 1 of Attachment D to Resolution 03-4 that
add minimum floor requirements for production of Type I11 ZEVs after the 2008
model year under the alter native compliance path. Those modifications are
discussed in the Commentary following section 1962(b)(2)(B)1.e. What had been
the last sentence of section 1962(b)(2)(B)1.a., excluding additional credits for
transportation systems, has been moved to a new section 1962(b)(2)(B)1.f. What
had been section 1962(b)(2)(B)1.b. in the March 5 modifications has been
relettered as section 1962(b)(2)(B)1.h.

The last sentence of section 1962(b)(2)(B)1.a. reflects the first paragraph of

Item 2 in Attachment D to the Resolution. It provides an additional incentive for
the production of fresh battery electric vehicles while maintaining a core
alternative compliance path requirement for production of fuel cell vehicles.
Identical language is also included in section 1962(b)(2)(B)1.b.-d.

Various commenters requested that the regulation clarify the model-years of
Typel and Il ZEVsthat can be used to meet one-half of a manufacturer’s
alternative compliance path requirementsfor new Typelll ZEVs. Sincethe
intent isto incentivize new Type | and |1 ZEVs, a supplemental modification
provides that those Type | and || ZEVs must be model-year 2004-2008 vehicles.

15-Day Notice complete version, released 10/3/03
(Final mailout by 10/10/03)
Supplemental comment deadline: 10/27/03

Board Hearing: 3/27-28/03 and 4/24/03 4



The modifications made available with the first “ 15-day” notice did not
include a provision reflecting the second paragraph of 1tem 2 in Attachment D
to Resolution 03-4. Under that paragraph, credits earned by extended in-use
Typel and Type |l ZEVsin 2003 and beyond could be used at a 33 to 1 credit
ratio towards satisfaction of the one half of the minimum floor requirement
that could be met by Typel and Type |l ZEVs. While staff had considered this
element as a potential April 24 modification, staff had ultimately decided not
to propose it and inclusion of the second paragraph of Item 2 in Attachment D
wasin error. Staff’soral presentation to the Board of the suggested additional
modifications did not include the element, and in the original 15-day notice
staff concluded that the Board'’ sintent was best effectuated by omitting it from
the regulatory proposal.

Several commenters urged that the omitted concept be inserted in the final
regulation, particularly since various Board members had expressed support for
creditsto encourage re-leasing of existing Typel and Il ZEVs. In
consideration of these comments, the staff concurs and now proposes inclusion
of thiselement. Since subsection (f) has a well-devel oped mechanism for
rewarding extended service of existing ZEVs, under the new modified language
a ZEV’squalification depends on its qualification under subsection (f).]

b. Requirement For the 2009-2011 Model Years. A large volume manufacturer

electing to be subject to the aternative compliance reguirements during mode years 2009 through 2011
must produce, deliver for sde, and place in service in Cdifornia enough 2009-2011 mode-year Type
[Il ZEVsto generate ZEV credits sufficient to meet the 2009-2011 alternative path percentage, as
calculated pursuant to section 1962(b)(2)(B)1.e., of the manufacturer's section 1962(b)(1) percentage
ZEV requirement for the 2010 model year, based on the prior year method described in section
1962(b)(1)(B), or submit an eguivalent number of credits generated by such vehicles. The manufacturer
may meet up to one hdf of this requirement with [i] 2009-2011 model-year Typel or Typell ZEV
provided that 20 Type | ZEVsor 10 Typell ZEVswill equa one Typelll ZEV, and [ii] 1997-2003
model-year ZEVsthat gualify for an extended service multiplier under section 1962(f) for a
year primarily during calendar years 2009-2011, provided that 33 years of such a multiplier
will equal one Typelll ZEV.

[of Requirement For the 2012-2014 Model Years. A large volume manufacturer
electing to be subject to the aternative compliance reguirements during model years 2012 through 2014
must produce, deliver for sde, and place in service in Cdifornia enough 2012-2014 model-year Type
lIl ZEVsto generate ZEV credits sufficient to meet the 2012-2014 alternative path percentage, as
calculated pursuant to section 1962(b)(2)(B)1.e., of the manufacturer's section 1962(b)(1) percentage
ZEV reguirement for the 2013 model year, based on the prior year method described in section
1962(b)(1)(B). or submit an eguivaent number of credits generated by such vehicles. The manufacturer
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may meet up to one half of this requirement with 2012-2014 model-year Typel or Typell ZEVS,
provided that 10 Typel ZEVsor 5 Type Il ZEVswill equal one Typelll ZEV.

d. Requirement For the 2015-2017 Model Years. A large volume manufacturer

electing to be subject to the aternative compliance reguirements during mode years 2015 through 2017
must produce, deliver for sde, and placein service in Cdifornia enough 2015-2017 modd-year Type
[1l ZEVsto generate ZEV credits sufficient to meet the 2015-2017 alternative path percentage, as
calculated in section 1962(b)(2)(B)1.e., of the manufacturer's section 1962(b)(1) percentage ZEV
requirement for the 2016 model year, based on the prior year method described in section
1962(b)(1)(B), or submit an eguivalent number of credits generated by such vehicles. The manufacturer
may meet up to one half of this requirement with 2015-2017 model-year Typel or Type |l ZEVS,
provided that 10 Typel ZEVsor 5 Type Il ZEVswill equal one Typelll ZEV.

e A manufacturer’ s dternative path percentage for agiven time period is
calculated as the target number of credits for each time period divided by the applicable combined

mode year ZEV obligation of al large volume manufecturers for thet same time period, where:

TimePeriod | Target Number | Credits Target Combined Alternative Peth
of Alterngtive per Number of Modedl Year Percentage
Path Typelll | Vehide Credits ZEV Obligation
ZEVs
| 2009 — 2011 2.500 4 10.000 A (10.000/A)x100 |
2012 — 2014 25.000 3 75.000 B (75.000/B)x100
2015 — 2017 50.000 3 150.000 c (150.000/C)x100

And where;

A = The combined total section 1962(b)(1) percentage ZEV requirement, based on the prior year
method described in section 1962(b)(1)(B). that would apply for al large manufacturers for the 2010
model vesr,

B = The combined total section 1962(b)(1) percentage ZEV reguirement, based on the prior year
method described in section 1962(b)(1)(B). that would apply for al large manufacturers for the 2013
modd year, and

C = The combined total section 1962(b)(1) percentage ZEV reguirement, based on the prior year
method described in section 1962(b)(1)(B). that would apply for al large manufacturers for the 2016
model vear.

[ Commentary: Subsections 1962(b)(2)(B)1.b.-e. have been added to implement
Item 1 of Attachment D to the Resolution. The calculation of the alternative path
percentages of Type I11 ZEVs for the 2009 and subsequent model yearsis designed
to result in 2,500 Type Il ZEVsin model years 2009-2011, 25,000 Type Il ZEVs
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in model years 2012-2011, and 50,000 Type 1l ZEVsin modd years 2015-2017 if
all large volume manufacturers participate in the alter native compliance path.

The specified volumes are based on the principle that early production for new
types of vehicles proceeds in stages in which volumes typically grow from tens to
hundreds and then to thousands. The numbers are also generally consistent with
the U.S Department of Energy targets when those targets are scaled to
California rather than national coverage.

The method used to derive the percentage requirement for the 2009-2011 and subsequent
time periodsis similar to the method used for the 2001-2008 time period. For 2001-
2008, to be eligible for the alter native path manufacturers must generate ZEV credits
sufficient to meet a cumulative percentage ZEV requirement of 1.09 percent of the
manufacturer’ s average annual California sales of PCsand LDT1s over the five year
period from model years 1997 through 2001. Thisresultsin 250 vehicles.

For the 2009-2011 and later time periods, the modifications reflect a similar calculation
method except that (1) the percentage requirements are assessed against more recent
sales periods, (2) the percentage requirements are assessed against the manufacturer’s
ZEV obligation, rather than against vehicle sales, (3) the calculations are designed to
generate larger numbers of vehicles (2,500 in 2009-2011, 25,000 in 2012-2014, and
50,000 in 2015-2018), and (4) rather than specifying a fixed percentage for each time
period, the calculation method derives the percentage for each time period that is needed
to generate the target number of Type Il ZEVs, taking into account actual sales. For
example, the alternative path percentage requirement for 2009-2011 is assessed against
the manufacturer’ s section 1962(b)(1) percentage ZEV requirement for the 2010 model
year, based on the* prior year method” described in section 1962(b)(1)(B). Given the
operation of the prior year method this means that the requirement for the 2009-2011
period is based on the manufacturer’s three-year average sales for 2003-2005.

Smilarly, the requirement for the 2012-2014 time period is based on 2006-2008 average
sales, and would result in 25,000 vehicles; the requirement for 2015-2017 is based on
2009-2011 average sales and would result in 50,000 vehicles.

Saff elected to use this approach for several reasons. First, it resultsin the desired
target number of vehicles. Alternative approaches that use a predefined percentage
would result in more or fewer vehicles, depending on actual future sales. Second, this
method provides a known, firm target for manufacturers that allows ample lead-time. At
the conclusion of sales reporting for the 2005 model year manufacturerswill know with
certainty their 2009-2011 obligation. This simplifies compliance planning. Third, the use
of more recent sales data allows the requirement to better track any changes in market
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share, and also allows for the incorporation of LDT2 sales asis the case on the base path.
Thisresultsin a more equitable distribution of the compliance burden. Finally, assessing
the requirement against the ZEV obligation rather than against sales simplifies the
calculation —the LDT2 phase-inis* built in” to the calculation and does not need to be
added in separately.

The Board also directed that manufacturers be allowed to meet up to one-half of the
minimum floor requirements with credits from Type | and Type Il ZEVs. If
manufacturers choose to use Type | or Type Il ZEVs to meet the alternative path
requirements, the credit ratios adopted by the Board were such that 20 Type | ZEVs, or
10 Type Il ZEVs, would equal one Type 11 ZEV in the 2005-2008 timeframe. The
Board' sintent is to have the alternative structure provide an appropriate volume
requirement for all ZEV types that reflects their state of devel opment and progress
towards commer cialization.

Based on cost estimates and information from battery EV advocates, staff
proposes that the same ratios be used for 2009-2011 with the under standing that
there is significant uncertainty in the future cost estimates and that the ARB may
need to adjust the ratios in the future.

For 2012 and later, staff proposes that 10 Type | ZEVs, or 5 Type || ZEVs equal
one Typelll ZEV. Again, staff expects that these ratios may need to be adjusted
in the future when new cost information is available.

The additional modifications to subsections (b)(2)(B)1.b., c., and d. track the
modifications to subsection (b)(2)(B)1.a. explained above. Since the extended service
multiplier in subsection (f) does not apply after the 2011 model year, the 33-1 credit
does not apply in the subsections describing the requirements for the 2012 and
subsequent model years.

The supplemental modifications to the “ Alternative Path Percentage” column in the
table in subsection (b)(2)(B)1.e. convert the figures from fractions to percentages.]

f. Exclusion of Additional Credits for Transportation Systems. Any additiond
credits for trangportation systems generated in accordance with section 1962(9)(5) shall not be counted
towards compliance with this section 1962(b)(2)(B)1.a.-d.

a Carry-over of Excess Credits. Where a manufacturer generates more
qualifying ZEV credits than are needed to meet the minimum floor requirement for the production of
Typelll ZEVsin one of the periods identified in section 1962(b)(2)(B)1.a-c., the qudifying ZEV
credits may be used towards meeting the minimum floor requirement for the production of Type il
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ZEVsinasu uent period, provided that the value of these carryover credits shall be based on the
model year in which the credits are used.

[ Commentary: The post-hearing addition of section 1962(b)(2)(B)1.g. clarifies
whether excess credits towards meeting the alter native compliance path
requirements may be used to meet the minimum floor requirements in subsequent
model years. The staff believesthat it is appropriate to provide incentives to a
manufacturer wishing to produce more fresh ZEV credits than are needed under
the alternative compliance path provisions. However, the value of these creditsin
meeting subsequent alter native compliance path requirements should be based on
the year they are used, to avoid a situation where early credits towards the
minimum floor requirements substantially reduce the number of new credit-
generating ZEVs needed during the subsequent phases. Note that these
provisions do not affect how credits are calculated in meeting a manufacturer’s
overall percentage ZEV requirement.]

h Failure to Meet Reguirement for Production of Type lll ZEVS. A

manufacturer tha_t! after decting to be subject to the dternative requirements in section 1962(b)(2)(B)

for any modd year from 2005 through 2017, fails to meet the requirement in section
1962(b)(2)(B)1.a..-d. by the end of the ified three or four yvear period in which the modd vear fdl

shall be treated as subject to the primary requirements in section 1962(b)(2)(A) for al model yearsin
the specified three or four year period.

L The number of Typelll ZEVsneeded for a manufacturer under

section 1962gb_2g2}g811.a.-d shall berounded to the near et whole number.

[Supplemental Commentary: This modification clarifies that the rounding convention
typically used by ARB applies here aswell .]

2. Compliance With Percentage ZEV Reguirements. In 2005 through 2008
model years, alarge volume manufacturer electing to be subject to the aternative compliance
requirements in a given mode year must meet at |least 40 percent of its ZEV reguirement for that model
vear with ZEV's, advanced technology PZEVs, or credits generated from such vehicles. The remainder
of the large volume manufacturer's ZEV requirement may be met usng PZEV's or credits generated
from such vehicles. Asthe ZEV requirement increases over time from 11% in model year 2009 to 16%

in model years 2018 and subsequent, the maximum portion of the large volume manufacturer’'s
centage ZEV requirement that may be satisfied by PZEV s that are not advanced technol PZEV

or credits generated by such vehidles, is limited to 6% of the manufacturer’ s applicable Cdifornia PC

LDT1, and LDT2 production volume; ZEV's, advanced technology PZEV's, or credits generated by
such vehicles may be used to meet the manufacturer’s remaining ZEV_reguirement.
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3. unset of Alternative Reguirements After the 2017 Model Year. The
dternative requirements in section 1962(b)(2)(B) are not available after the 2017 moddl yvear.

[ Commentary: This new provision reflects one element of Item 1 in Attachment D
to Resolution 03-4]

(C)  Election of the Primary or Alternative Reguirements for Large Volume
Manufacturers. A large volume manufacturer shall be subject to the primary ZEV requirements for the
2005 mode! year unlessiit notifies the Executive Officer in writing prior to the Sart of the 2005 model
year that it is electing to be subject to the aternative compliance requirements for that model vesr.
Thereafter, amanufacturer shall be subject to the same compliance option as applied in the previous
modd vear unlessit notifies the Executive Officer in writing prior to the sart of anew modd year thet it
is electing to switch to the other compliance option for that new model year. However, alarge volume
manufacturer that has previoudy eected to be subject to the primary ZEV requirements for one or more
of the modd years in the three or four year periods identified in section 1961(b)(1(B)1.a.-d. may prior
to the end of the three or four year period elect to become subject to the aternative compliance

requirements for the full three or four year period upon ademondiration that it has complied with dl of
the applicable requirements for that period in section 1962(b)(2)(B)1.a-d.

[ Commentary: Maodifications have been made to reflect the modifications to the
alternative compliance path requirements after the 2006 model year. In a post-
hearing modification, the inadvertently omitted word “ period” has been added
after “ four year” on the fourth to the last line, and “ all” has been added to the
second to last line for clarity.]

(D) Useof Credits from Model Year 2003-2004 PZEVs. A large valume

manufacturer may produce, and deliver for sale in California, model year 2003 or 2004 PZEVs that
generate credits exceeding the number of credits equa to 6 percent of the average annua volume of
1997, 1998 and 1999 PCs and L DT 1s produced and delivered for sale in Cdifornia by the
manufacturer. In that event, the manufacturer may use those excess credits as AT PZEV crediitsin the
2005 and 2006 model years.

£B5(3) Reguirements for Intermediate Volume Manufacturers. In the 2003 2005 and
subsequent modd years, an intermediate volume manufacturer may meet its ZEV requirement with up to
100 percent partia ZEV dlowance vehicles or credits generated by such vehicles.

£5(4) Reguirements for Small Volume Manufacturers and Independent Low Volume
Manufacturers. A smdl volume manufacturer or an independent low volume manufacturer is not
required to meet the percentage ZEV requirements. However, asmdl volume manufacturer or an
independent low volume manufacturer may earn and market credits for the ZEVs or PZEVsit produces
and ddiversfor sdlein Cdifornia
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£)(5) Counting ZEVs and PZEVsin Fleet Average NMOG Calculations. For the
purposes of caculating a manufacturer’ s fleet average NMOG vaue and NMOG credits under sections
1960.1(g)(2) and 1961(b) and (c), a vehicle certified asaZEV is counted asone ZEV, and aPZEV is
counted as one SULEV certified to the 150,000 mile standards regardiess of any ZEV or PZEV
multipliers.

£3(6) Implementation Prior to 2003 2005 Model Year. Prior to the 2003 2005 mode
year, amanufacturer that voluntarily produces vehicles meeting the ZEV emission standards gpplicable
to 2003 2005 and subsequent moded year vehicles may certify the vehicles to those standards and
requirements for purposes of caculating fleet average NMOG exhaust emission values and NMOG
credits under sections 1960.1(g)(2) and 1961(b) and (c), and for calculating ZEV credits as set forth in
section 1962(d).

£)(7) Changesin Small Volume, Independent Low Volume, and I ntermediate Volume
Manufacturer Status.

(A)  Increasesin California Production Volume. In the 2003 and subsequent model
years, if asmdl volume manufacturer’ s average Cdifornia production volume exceeds 4,500 units of
new PCs, LDTs, and MDV s based on the average number of vehicles produced and delivered for sale
for the three previous consecutive mode years, or if an independent low volume manufacturer’ s average
Cdlifornia production volume exceeds 10,000 units of new PCs, LDTs, and MDV s based on the
average number of vehicles produced and delivered for sde for the three previous consecutive model
years, or if an intermediate volume manufacturer’ s average Cdifornia production volume exceeds
60,000 units of new PCs, LDTs, and MDV's based on the average number of vehicles produced and
delivered for sde for the three previous consecutive mode years, the manufacturer shal no longer be
treeted as a smdl volume, independent low volume, or intermediate volume manufacturer, as applicable,
and shdl comply with the ZEV requirements for independent low volume, intermediate volume or large
volume manufacturers, as applicable, beginning with the sixth mode year after the lagt of the three
consecutive mode years. Thelead time shdl be four rather than six years where a manufacturer ceases
to beasmal or intermediate volume manufacturer in the 2003 or subsequent years due to the
aggregation requirements in mgjority ownership Stuations, except that if the mgjority ownership in the
manufacturer was acquired prior to the 2001 modd year, the manufacturer must comply with the
stepped-up ZEV requirements arting in the 2010 mode year.

(B) Decreasesin California Production Volume. If amanufacturer’s average Cdifornia
production volume falls below 4,500, 10,000 or 60,000 units of new PCs, LDTs, and MDVs, as
gpplicable, based on the average number of vehicles produced and delivered for sde for the three
previous consecutive model years, the manufacturer shall be treated as a smdl volume, independent low
volume, or intermediate volume manufacturer, as gpplicable, and shall be subject to the requirements for
asmadl volume, independent low volume, or intermediate volume manufacturer beginning with the next
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[ Commentary: For this post-hearing modification, see the commentary for the
amendments to section 1900(b)(19) and (21) on p. 39.]

(C)  Calculating California Production Volume in Change of Ownership Stuations.
Where a manufacturer experiences a change in ownership in a particular mode year, the change will
affect gpplication of the aggregation requirements on the manufacturer sarting with the next modd year.
The manufecturer’s smdl or intermediate volume manufacturer status for the next model year shdl be
based on the average Cdifornia production volume in the three previous consecutive model years of
those manufacturers whaose production volumes must be aggregated for that next model year. For
example, where a change of ownership during the 2004 model year resultsin a requirement thet the
production volume of Manufacturer A be aggregated with the production volume of Manufacturer B,
Manufacturer A’s status for the 2005 model year will be based on the production volumes of
Manufacturers A and B in the 2002-2004 model years. Where the production volume of Manufacturer
A must be aggregated with the production volumes of Manufacturers B and C for the 2004 model yesr,
and during that modd year a change in ownership eiminates the requirement that Manufacturer B's
production volume be aggregated with Manufacturer A’s, Manufacturer A’s status for the 2005 model
year will be based on the production volumes of Manufacturers A and C in the 2002-2004 model
years. In either case, the lead time provisonsin section 1962(b)(5)(A) and (B) will apply.

(© Partial ZEV Allowance Vehicles (PZEVs).

@ Introduction. This section 1962(c) sets forth the criteriafor identifying vehicles
delivered for salein Cdiforniaas PZEVs. A PZEV isavehicle that cannot be certified asaZEV but
qudifiesfor aPZEV dlowance of at least 0.2.

2 Baseline PZEV Allowance. In order for avehicle to be digible to receive a PZEV
alowance, the manufacturer must demondirate compliance with al of the following requirements. A
quaifying vehicle will receive abasdine PZEV alowance of 0.2.

(A) SULEV Sandards. Certify the vehicle to the 150,000-mile SULEV exhaust
emission standards for PCsand LDTsin section 1961(a)(1) (for modd years 2003 through 2006,
exiging SULEV intermediate in-use compliance standards shdl apply to dl PZEVS). Bi-fud, fud-
flexible and dud-fue vehicles must certify to the gpplicable 150,000-mile SULEV exhaust emisson
standards when operating on both fudls;

(B)  Evaporative Emissions. Certify the vehicle to the evaporative emisson
standards in section 1976(b)(1)(E) (“zero” evaporative emissons standards);
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(C) OBD. Cetify that the vehicle will meet the gpplicable on-board diagnostic
requirements in section 1968.1 for 150,000 miles; and

(D)  Extended Warranty. Extend the performance and defects warranty period set
forth in sections 2037(b)(2) and 2038(b)(2) to 15 years or 150,000 mlles, whichever occursflrst-

except that the time period isto be 10 yearsfor azero emlsson enerqy sorage device used for tractl on
power (such as a battery, a&ultracapacnor or &b ; other dectric
dorage device)

3 Zero-Emission VMT PZEV Allowance.

(A)  Calculation of Zero Emission VMT Allowance. A vehiclethat meetsthe
requirements of section 1962(c)(2) and has zero-emisson vehicle milestraveled (“VMT”) capability will
generate an additiona zero emisson VMT PZEV dlowance caculated as follows:

Urban All-Electric Range Zero-emission VMT Allowance
<10miles 0.0
10 milesto 220 90 miles (20 33.8 + [0.5 x Urban AER])/35
>3120 90 miles 20 2.25

The urban al-electric range shal be determined in accordance with section E.3.(2)(a) of
the “ Cdifornia Exhaust Emission Standards and Test Procedures for 2003 2005 and Subsequent
Mode Zero-Emisson Vehicles, and 2001 and Subsequent Mode Hybrid Electric Vehicdles, in the
Passenger Car, Light-Duty Truck and Medium-Duty Vehicle Classes,” incorporated by referencein
section 1962(h).

[ Commentary: A post-hearing modification corrects the reference to the
incor porated document.]

(B)  Alternative Procedures. Asan dternative to determining the zero-emission
VMT dlowance in accordance with the preceding section 1962(c)(3)(A), a manufacturer may submit
for Executive Officer gpprova an dternative procedure for determining the zero-emisson VMT
potentid of the vehicle as apercent of tota VMT, aong with an engineering evauation that adequately
Substantiates the zero-emisson VMT determination. For example, an dternative procedure may
provide that a vehicle with zero-emissons of one regulated pollutant (eg NOx) and not another (e.g.
NMOG) will qudify for azero-emisson VMT dlowance of
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(C)  Additional Allowances for Qualifying HEVs. The Executive Officer shall
goprove an additiona 0.1 zero-emisson VMT partid ZEV dlowance for an HEV with an dl-eectric
range if the manufacturer demongtrates to the reasonable satisfaction of the Executive Officer thet the
HEV is equipped with software and/or other srategies that would promote maximum use of off-vehicle
charging, and that the strategies employed are reasonably reliable and tamper-proof.

4 PZEV Allowance for Advanced ZEV Componentry A vehlclethat meetsthe
requirements of section 1962(c)(2) Leit=cle m
under-saction-1062(e)3) may qudlify for an advmced componentry PZEV dlowanceas prOVIded in
this section 1962(c)(4).

(A)  Useof High Pressure Gaseous Fuel or Hydrogen Storage System. A
vehicle equipped with a high pressure gaseous fud storage system capable of refueling at 3600 pounds
per square inch or more and operating exclusively on this gaseous fuel shall qudify for an advanced
componentry PZEV dlowance of 84 0.2. A vehidle fueled capable of operating exdlusvely by on
hydrogen stored in a high pressure system capable of refueling at 3600 pounds per square inch or more,
or stored in nongaseous form, shall akss instead qualify for an advanced componentry PZEV alowance
of 6-2820.3.

(B) Use of a Qualifying HEV Electric

Drive System.

15-Day Notice complete version, released 10/3/03
(Final mailout by 10/10/03)
Supplemental comment deadline: 10/27/03

Board Hearing: 3/27-28/03 and 4/24/03 14



1

Classification of HEVs. HEVs quaifying for additiona alowances or

alowances that may be used in the AT PZEV category are classfied in one of five types of HEVS
based on the criteriain the following table.

Characteristics Type A TypeB Type C TypeD TypeE
Electric Drive >= 4 KW >= 4 KW >= 10 KW >= 10 KW >= 50 KW
System Pesk <10 KW
Power Output
Traction Drive <60 Valts >= 60 Volts <60 Voalts >=60Volts | >=60volts

sem Voltage
Traction Drive Yes Yes Yes Yes Yes
| Boogt
Regenerdive Yes Yes Yes Yes Yes
Braking
|dle Start/Stop Yes Yes Yes Yes Yes

2. Type AHEVsS. A 2008 or earlier model-year PZEV that the manufacturer
demondirates to the reasonable satisfaction of the Executive Officer meets al of the criteriafor aType A
HEV does not receive an additional alowance for meeting those criteria but generates credits that may
be used in the AT PZEV category through the 2008 model year.

3. Type B HEVs. A 2008 or earlier modd-year PZEV that the manufacturer
demondirates to the reasonable satisfaction of the Executive Officer meets dl of the criteriafor aType B
HEV gqualifies for an additional advanced componentry alowance of 0.2.

4. Type CHEVs. A 2011 or earlier model-year PZEV that the manufacturer
demondrates to the reasonable satisfaction of the Executive Officer meets dl of the criteriafor aType C
HEV, and that is equipped with an advanced traction energy storage system —such as nickel
metal-hydride batteries, ultracapacitors, or other smilar systems—with a design lifetime of at
least 10 year s, qudifies for an additional advanced componentry alowance of 0.2 #a-the-2003

[ Supplementary Commentary: These changes were made in response to several
commentsregarding Type C HEVs and the value of encouraging themin relation to
Type D and Type E. In particular, these comments suggested that Type C HEV
technologies may not lead as directly to pure ZEVs as the high-voltage Types D and E
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HEVs. Staff still believes that this new class has merit and should be retained, but
agrees that the linkage to ZEV enabling technology should be strengthened for Type
C HEVsto qualify, and that the credit for thistype of HEV be sunsetted. The new
requirement of an advanced energy storage system with a substantial design lifetimein
lieu of a high-voltage system should assure that the vehicle has significant ZEV-
enabling features. The Type C HEV credit would sunset after 2011 since the benefits
of encouraging this intermediate class of HEVs diminishes with time.]

5. Type D HEVs. A PZEV that the manufacturer demondirates to the reasonable
sdisfaction of the Executive Officer meets dl of the criteriafor a Type D HEV gudifies for an additiondl
advanced componentry allowance of 0.4 in the 2003 through 2011 model vears, 0.35 in the 2012
through 2014 model years, and 0.25 in the 2015 and subsequent model years.

6. Type E HEVs. A PZEV that the manufacturer demondrates to the reasonable
satidfaction of the Executive Officer meets dl of the criteriafor a Type E HEV gudifies for an additiona
advanced componentry alowance of 0.5 in the 2003 through 2011 model vears, 0.45 in the 2012
through 2014 model years, and 0.35 in the 2015 and subsequent model vears.

[ Commentary: Section 1962(c)(4)(B) reflects post-hearing modifications to the
table and accompanying provisions that appeared in the staff’ s suggested
modifications of March 5, 2003. The provisions in the March 5 document are all
retained intact, except that “ Low Voltage HEVS,” “ High Voltage HEVsS,” and
“High Voltage/ High Power HEVS' are now called Type A, Type D, and Type E
HEVs respectively. The modifications allow AT PZEV creditsto be earned for a
high voltage/ low power configuration (new Type B HEVS) that did not qualify
under the March 5 document. The modifications also increase the allowances
earned by a subset of low voltage HEVs that exhibit increased power
characteristics (new Type C HEVS).

As pointed out by auto manufacturers, the March 5 modified proposal —which
effectively used two variables for assessing HEVs — did not account for all
possible combinations of voltage and power. It was inappropriate for the March
5 version to allow low-voltage/ low power HEVsto generate a baseline PZEV
allowance that may be used in the AT PZEV category through the 2008 model
year, while not allowing at least as favorable treatment for HEVs with the same
power ranges but higher voltages. Since the new Type B category is more
advanced than the Type A category, Type B HEVs would earn an additional AT
PZEV allowance of 0.2 in the 2008 and earlier model years. Dueto the relatively
low power characteristics, treatment of Type B HEVs as AT PZEVs would sunset
after the 2008 model year.

15-Day Notice complete version, released 10/3/03
(Final mailout by 10/10/03)
Supplemental comment deadline: 10/27/03

Board Hearing: 3/27-28/03 and 4/24/03 16



The new Type C category will provide additional allowances for certain hybrids
that provide substantial output power (greater than 10 kW), since these systems
are also expected to act as significant “ stepping stones’ to future electric drive
vehicles even though they do not use high-voltage systems. The provisions on
Type C HEVs have been further modified as discussed in the supplemental
commentary immediately following section 1962(c)(4)(B)4.]

. Intheevent t ' ha
section 1962(c)(4)(B)1 -6. isfound mvdld the remainder of sectlon 1962 mdudlnq the remainder of
section 1962(0)(4)(8)1 6. |f any remansmfull foroeand e‘fect

[ Commentary: In a post-hearing change, the numbering of this
subsection and the reference to section 1962(c)(4)(B)1.-6. have been
updated.]
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Viehicle Class ClassAverage GO,
CompactPC 96,533
LargePC 114633
Sl Truek 117.384
Medium Truek 137131
LargeTruck 161,242

15-Day Notice complete version, released 10/3/03
(Final mailout by 10/10/03)
Supplemental comment deadline: 10/27/03

Board Hearing: 3/27-28/03 and 4/24/03 18



) PZEV Allowance for Low Fuel-Cycle Emissions. A vehide that usesfud(s) with
very low fud-cycle emissons shal receive a PZEV dlowance not to exceed 6:2 0.3 (0.15 in the case of

an HEV that usesfor propulsion any fue that does not have very low fuel-cycle emissons). In order to
receive the fud-cycle PZEV dlowance, a manufacturer must demondrate to the Executive Officer, usng
peer-reviewed studies or other rlevant information, that NMOG emissions associated with the fuel(s)
used by the vehicle (on agramg/mile basis) are lower than or equa to 0.01 grams/mile. Fuel-cycle
emissions must be caculated based on near-term production methods and infrastructure assumptions,
and the uncertainty in the results must be quantified. The fud-cycle PZEV dlowanceis caculated
according to the following formula

PZEV Fud Cycle Allowance = 8:2 0.3 X [(percent of VMT using fud(s) meeting the
requirements of the preceding paragraph) / 100]

A manufacturer’ s demondration to the Executive Officer that a vehicle qudifiesfor afud-cycle PZEV
alowance shdl include test results and/or empirica data supporting the estimate of the rlive
proportion of VMT while operating on fud(s) with very low fud-cycle emissons.

(6) Combined ZEV Allowance.
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(A)  Calculation of Combined ZEV Allowance for a Vehicle. The combined
PZEV dlowance for a qudifying vehicle in a particular modd year isthe sum of the PZEV dlowances
liged in this section 1962(c)(6), multiplied by any PZEV introduction phase-in multiplier e&BEE#h&gh

éﬁaeaef:mummeﬁ listed in sectlon 1962(0)(7) i

A) 1. Baseline PZEV Allowance. The basdine PZEV dlowance of 0.2 for vehicles
mesting the criteriain section 1962(c)(2);

B)2. Zero-Emission VMT PZEV Allowance. The zero-emisson VMT PZEV
dlowance, if any, determined in accordance with section 1962(c)(3);

{S) 3. Advanced Componentry PZEV Allowance. The advanced ZEV
componentry ZEV dlowance, if any, determined in accordance with section 1962(c)(4); and

B) 4. Fue-Cycle Emissions PZEV Allowance. Thefud-cycdeemissonsZEV
dlowance, if any, determined in accordance with section 1962(c)(5).

(B)  Capson the Value of an AT PZEV Allowance.

1 Cap for 2012 and Subsequent Model-Year Vehicles. The maximum vaue of
AT PZEV dlowances a 2012 and subsequent modd-year vehicle may earn, including the basdine
PZEV alowance, is 3.0.

2. Cap Based on the Credit Value of a Type 11l ZEV. In no case may the

combined AT PZEV dlowance for aqualifying vehide in a particular mode year, incdluding the basdine
PZEV alowance, exceed the ZEV creditsfor aType lll ZEV placed in service in the same model year.

[ Commentary: The post-hearing modification limiting the combined PZEV
allowance of a vehicleto the total ZEV credits for a Type Il ZEV in the same
model year addresses the situations in which the AT PZEV allowances for
hydrogen internal combustion engine and grid-connect hybrids could be greater
than the credit for Type Il (fuel cell) vehiclesin the 2009-2011 model years.
Snce the alternative path credits from such vehicles are interchangeabl e with
“gold” credits, it isinappropriate for technologies with direct emissionsto earn
greater credit than the highest scoring ZEV.]

@) PZEV Multipliers.
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(A)  PZEV Introduction Phase-In Multiplier. Each 2000 through 2005 model-
year PZEV that is produced and delivered for salein Cdifornia,_other than a PZEV qudifying for a

phase-in multiplier under section 1962(c)(7)(B), qudifies for a PZEV introduction phase-in multiplier as
follows

MY 2000-2003 MY 2004 MY 2005
Multiplier 4.0 2.0 1.33

S (B) Introduction Phase-In Multiplier for PZEVs with=10-Mile That Earn a
Zero Emission Range VMT Allowance. Each 2000 through 2011 model year PZEV with>-10-miles

that earns azero emisson range VMT dlowance under section 1962(c)(3) and is produced and
delivered for sdle in Cdifornia qudifies for a phase-in multiplier asfollows:

MY 2000-206/42008 | MY 2008-2009-2011 M¥Y-2010-2011
Multiplier 20 6.0 1+53.0 125

(d) Qualification for ZEV Multipliers and Credits.
(@) 1996-1998 Model - Year ZEV Multipliers.

(A)  1996-1998 Model-Year ZEV Multiplier Based on Vehicle Range.
1996-1998 modd-year ZEVs shdl qudify for aZEV multiplier based on vehicle range asfollows:

Vehicle Range (miles)
ZEV Multiplier Moddl Years Modd Year
1996 and 1997 1998
> ay =100
3 —70 =130

Range shdl be determined in accordance with section 9.£.(2)(a) of the “ Cdifornia Exhaust Emisson
Standards and Test Procedures for 1988 Through 2000 Moded Passenger Cars, Light-Duty Trucks and
Medium-Duty Vehicles,” incorporated by reference in section 1960.1(K).

(B)  1996-1998 Model-Year ZEV Multiplier Based on Specific Energy of
Battery. 1996-1998 modd-year ZEV's shdl quaify for aZEV multiplier based on specific energy of
the battery asfollows:
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ZEV Multiplier Soecific Energy of Battery (w-hr/kg)

2 ay
3 =40

(C)  Election of Multiplier. A 1996-1998 modd-year ZEV may qudify for aZEV
multiplier according to section 1962(d)(1)(A) or section 1962(d)(1)(B), but not both.

2 1999-2000 Model-Year ZEV Multiplier Calculation for Extended Electric Range
Vehicles. Each ZEV that is produced and ddivered for salein Californiain the 1999-2000 model
years and that has an extended electric range shdl qudify for aZEV multiplier asfollows

All-electric range MY 1999-2000
100-175 6-10

ZEV multipliers under the above schedule will be determined by linear interpol ation between the vaues
shown in the above schedule. Range shdl be determined in accordance with Section E.3.(2)(a) of the
“Cdifornia Exhaust Emission Standards and Test Procedures for 2003 and Subsequent Model Zero-
Emission Vehicles, and 2001 and Subsequent Modd Hybrid Electric Vehicles, in the Passenger Car,
Light-Duty Truck and Medium-Duty Vehicle Classes,” incorporated by reference in section 1962(h).
ZEVstha have arefuding time of less than 10 minutes and arange of 100 miles or more shall be
counted as having unlimited dl-dectric range, and shal consequently earn the maximum alowable ZEV
multiplier for aspecific modd year. ZEVstha have arange of 80 to 99 miles shdl qudify for ZEV
multipliersin the 1999-2000 modd years in accordance with the following equation:

ZEV multiplier = (6) x (AER equivaent to a 10 minute recharge/100) x 0.5.

As an option to the above mechanism, the manufacturer of a 1999 model-year ZEV may elect to have
its multiplier based on the regulatory reguirements pertaining to multipliers based on range or specific
energy in section 1960.1(0)(2) and (h)(2). title 13, Cdifornia Code of Regulations that were applicable
to 1999 modedl-year ZEV's immediately before this section 1962 became operative on November 27,
1999 asaresult of the“LEV II” rulemaking.

3 ZEV Multipliers for 2001-2002 and-Sdabseguent Model Years.

(A)  ZEV Phase-In Multiplier. Each 2001 te-2005 and 2002 modd-year ZEV
thet is placed in sarvice in Cdifornia by Ape=15 September 30, 2003 qudifiesfor aZEV phase-in
multiplier asfelews of 4.0. A 2001 ¢e or 2002 modd-year ZEV that is placed in service in Cdifornia
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after Ape=15 September 30, 2003 earns credits in accordance with section 1962(d)(5) instead of
section 1962(d)(3).

{S)(B) ZEV Extended Electric Range Multiplier.

1 Basic Multiplier Schedule. Each 2001 and subseguent 2002 modd -year ZEV
that is placed in service in Cdiforniaand that has an extended urban eectric range qudifiesfor aZEV
extended eectric range multiplier asfollows:

Urban All-Electric Range Multiplier
<50 miles 1
> 50 milesto < 275 miles (Urban AER-25)/25
> 275 miles 10

A NEV isnot digible to earn a ZEV extended ectric range multiplier. In determining ZEV range
multipliers, specidty dectricvehicles ZEV's may, upon Executive Officer gpprovd, be tested at the
parameters used to determine the ZEV multipliersfor the existing destricvehicle ZEV.

2. Fast refueling.

a Full Fueling in 10 Minutes or Less. A 2008-and-earkier 2001-2002 modd-
year ZEV with the demonstrated capability to accept fud or dectric charge until achieving at least 95%
SOC or rated fuel capacity in 10 minutes or less when starting from al operationaly alowable SOC or
fud gaesis counted as having unlimited zero emisson range and qudifies for the maximum alowable
ZEV extended dectric range multiplier.
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b. At Least 60-Mile Range in Less Than 10 Minutes. A 2008-and-eartier 2001-
2002 modd year ZEV with the demongtrated capacity to accept fuel or dectric charge equivadent to at
least 60 miles of UDDS range when gtarting from 20% SOC in less than 10 minutesis counted as
having 60 additiona miles (up to a 275 mile maximum) of UDDS range in the range multiplier
determination in section 1962(d)(3)(C) 1.

B)(C)Combined ZEV Multiplier. Startirgwith During the 2001-2002 modd years,
the combined ZEV mulltiplier for eech ZEV in a pecific mode year isthe product of:

1. The ZEV phase-in multiplier if any as set forth in section 1962(d)(3)(A), times

32.  Theextended dectric range multiplier if any as set forth in section
1962(d)(3)¢S)(B)-Hnes.

4 B Effect of ZEV Multipliersin the 1996-2002 Model Years. In cdculaing the
number of ZEV's produced and ddlivered for sdein Cdiforniaby a manufacturer in a the 1996-2002
mode years and the ZEV credits from such vehicles, the number of ZEVs qudifying for a particular
ZEV multiplier shal be multiplied by the combined ZEV multiplier.

(5) ZEV Credits for 2003 and Subsequent Model Years.

(A) ZEVTiersfor Credit Calculations. Starting in the 2003 modd year, ZEV
credits from apaticular ZEV are based on the assgnment of agiven ZEV into one of the following five
ZEV tiers,
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ZEV T Common UDDSZEV Fast Refueling Capability
Description Range
NEV NEV No minimum N/A
TypeO Utility EV <50 miles N/A
Typel City EV >= 50, <100 miles | N/A
Typell Full Function >= 100 miles N/A
EV
Typelll Fud Cdl EV >= 100 miles Must be capable of replacing 95%
maximum rated enerqy capacity
in <= 10 minutes

A specidty ZEV that has the same zero emission energy storage device and chassis as an existing ZEV
from which it was modlfled mav, upon Executlve Officer approva, be categorized on the basis of the
that exidti : specidty vehicle thet is optimized for aparticular duty
cydethat conflicts Wlth o@ mi zalon for maximum vehide range may be promoted to the next higher
ZEV tier upon a determination by the Executive Officer that the idty vehide has ZEV component
equivalent to that utilized by ZEVsin the next tier and would mest the requirements for the next tier if
optimized for maximum range.

(B) ZEV Creditsfor 2003 and sSubseguent saModel -yYear ZEVs. A 2003 and
subsequent modd -year ZEV, other than aNEV, earns 1 ZEV credit when it is produced and ddlivered
for sdein Cdifornia. A 2003 and subsequent modd-year ZEV earns additiond credits based on the
earliest modd year in which the ZEV is placed in service (not earlier than the ZEV’'s modd year). The
following table identifies the creditsthat aZEV in each of the five ZEV tierswill earn, indluding the credit
not contingent on placement in sarvice, if it is placed in service in the specified modd year or by Mareh
22 June 30 after the end of the specified modd year.
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Tier Model Year in Which ZEV is Placed in Service

2003 |1 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012+
NEV

1.25 [ 0.625 | 0.625 | 0.15 0.15 0.15 |1 0.15 | 0.15 | 0.15 | 0.15
(Tlm‘“f—t\g 15 [15 |15 |15 |15 |15 |1 |1 |1 |1
ot s s s |7 |1 |1 |2 |2 |2 |2
Tepel 2 |12 |12 |1 |0 |1 |3 |3 |3 |3
eelll 140 |40 |40 |2540|2540|2520(4 |4 |4 |3

(C) Multiplier for Certain Type | and Type Il ZEVs. A 2083 2004 through 2011

modd-year Typel and Typell ZEV shdl quaify for amultiplier of 1.25 if it is @ther sold to a motorist
or is leased for three or more years to amotorist who is given the option to purchase or re-lease the

vehidefor two vears or more at the end of thefird lease term.

[ Commentary: This new subsection 19622(d)(5)(C) has been added to reflect
Item 3 of Attachment D to the Resolution. It isdesigned to provide additional
incentives for battery electric vehicles to be kept on the road longer, since battery
electric drivers who have been delighted with the performance of their cars have
sometimes been unable to obtain extensions of initial three-year leases.

An additional modification eliminates applicability of this provision to 2003
model-year vehicles because incentives for extended service of those vehiclesis
provided in subsection 1962(f) and “ double” multipliersfor that one model
year would be inappropriate. The additional requirement that re-leases be for
two years or more assures that the multiplier not be available where the option
for only aminimal re-lease period is provided.]

(D) Counting a Typelll ZEV Placed in a Section 177 State. Through the 2011

mode vear, aTypelll ZEV that is certified to the Cdifornia ZEV standards and is placed in servicein a
date that is administering the Cdlifornia ZEV requirements pursuant to section 177 of the federal Clean
Air Act (42 U.S.C. § 7507) applicable for the ZEV's model year may be counted towards compliance
with the California percentage ZEV reguirementsin section 1962(b), including the requirements in
section 1962(b)(2)(B). asiif it were ddlivered for sde and placed in service in Cdifornia_Smilarly, a
2011 and earlier modd-year Type Il ZEV that is certified to the CdiforniaZEV gstandards and is
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placed in service in Cdliforniamay be counted towards the percentage ZEV requirements of any date
thet is adminigtering the Cdlifornia ZEV requirements pursuant to section 177 of the federd Clean Air
Act, including reguirements based on section 1962(b)(2)(B).

[ Commentary: Modifications have been made to sunset this provision after the
2011 model year, reflecting Item 5 in Attachment D to the Resolution.

Additional post-hearing modifications have been made to reaffirm the intent that
this provision will result in both having section 177 state Type |11 ZEVs counted in
California and having California Type I11 ZEVs counted in section 177 states.]
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Large Truck
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@ 1= Extended Service Wasranty Multiplier for 20021997-2003-2084 Model - Year
ZEVs and PZEVs With 3 10 Mile Zero Emission Range. Except in the case of aNEV, an additiona
ZEV or PZEV multiplier will be earned by the manufacturer of fexthe by 82062 1997 through 2041
%9%2003 model- yearsbyhaZEV or aPZEV with 3 10 mllezero emisson range Maee&;éep&

Foe Fee-ane fuII geer tlsreglstered for operatlon on public
roads in Cd |forn|a bgond |ts f| rst three years of serwg through the 2011 calendar year. Fexthe2002

ars—a For additional years of service starting earlier than April 24, 2003,
the manufacturer will receive 0.1 timesthe ZEV credit that would be ear ned by the vehicleif it

wer e leased or sold new in that year, including multipliers, on a year-by-year basis beginning
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in the fourth year after the vehicleisinitially placed in service. For additional years of service

darting April 24, 2003 or later, Fthe manufacturer will receive 84 0.2 timesthe ZEV credit that
would be earned by the vehicleif it were leased or sold new in that year, including multipliers, on ayear-

byyearbassbeglnnlnglnthefourthyear tertheveh|de|5|n|t|dlggaoedmserwce %%&-2998

éeuﬁh#ea& The%&aaw extended sevice multlpller |sreported and eemed in theyear followmg each
contl nuous year of service. ZE\ : TV 0

[ Commentary: These modifications reflect Item 4 in Attachment D to the
Resolution. The requirement for an extended battery warranty in order for
extended-use ZEVsto qualify for additional credits has been an impediment to
lease extensions, since manufacturers are reluctant to commit to having to
purchase a replacement battery pack while customers may be fully willing to lease
the vehicle without an extended warranty aslong as it continues to meet the
customer’ s needs.

During thefirst “ 15-day” comment period, a number of commenters urged that
the extended service multiplier be made available to pre-2001 model-year
ZEVs, so that it would apply to General Motors EV1s, Honda EV+s, Chrysler
Epics, and a good number of Toyota, Nissan, and Ford EVs. Commenters
asserted that the original modifications failed both to satisfy the goal of
encouraging vehicle re-leases and to provide backward compatibility for the
previous extended warranty credit. The staff concurs, and a supplemental
modification makes the multiplier available to vehiclesin model years as early
as 1997. The modifications eliminate applicability to 2004 model -year
vehicles, because those vehicles qualify for the section 1962(d)(5)(C) multiplier
and it is not appropriate to have “double’” multipliersfor the 2004 model year.

Using the April 24, 2003 Resolution 03-4 date as the dividing line between the
0.1 and 0.2 multipliersreflects the Board' sintent that the increasein the
multiplier was intended to provide a further incentive for future re-leases of
ZEVsthat have already been on theroad. What had been the last sentencein
thefirst “ 15-day” notice version isno longer necessary because all referenced
vehicles will be covered by the new language regarding vehicles re-leased prior
to April 24, 2003.]
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()] Generation and Use of ZEV Credits; Calculation of Penalties

@ Introduction. A manufacturer that produces and deliversfor sdein CdiforniaZEVs or
PZEVsin agiven modd year exceeding the manufacturer’ s ZEV requirement set forth in section
1962(b) shdl earn ZEV credits in accordance with this section 1962(qg).

2 ZEV Credit Calculations.

(A) CreditsfromZEVs. Theamount of gmi ZEV credits earned by a
manufacturer in agiven modd year from ZEV's shdl be expressed in units of g/mi NMOG, and shall be
equd to the number of credits from ZEV's produced and ddlivered for sdein Cdifornia that the
manufacturer gpplies towards meeting the ZEV requirements for the mode year subtracted from the
number of ZEV's produced and ddivered for sde in Cdifornia by the manufacturer in the modd year
and then multiplied by the NMOG fleet average requirement for PCs and LDT1sfor that mode yeer.

(B)  CreditsfromPZEVs. Theamount of gmi ZEV credits from PZEV's earned by
amanufacturer in agiven modd year shal be expressed in units of g/mi NMOG, and shdl be equd to
the tota number of PZEV's produced and delivered for sde in Cdifornia that the manufacturer gpplies
towards meeting its ZEV requirement for the model year subtracted from the total number of PZEV
alowances from PZEV's produced and delivered for salein Cdifornia by the manufacturer in the mode
year and then multiplied by the NMOG fleet average requirement for PCs and LDT1sfor that mode
year.

(C)  Separate Credit Accounts. The number of credits from a manufacturer’s|i]
ZEVs, [ii] advanced technology PZEV's, and [iii] dl other PZEVs shdl each be maintained separately.

(3  ZEV Creditsfor MDVs and LDTs g0ther £Than LDT1s. ZEVsand PZEVs
classfied asMDVsor as LDTs other than LDT1s may be counted toward the ZEV requirement for
PCsand LDT1s, and included in the caculation of ZEV credits as specified in this section 1962(g) if the
manufacturer so designates.

4 ZEV Credits for Advanced Technology Demonstration Programs. A vehide, _other
than aNEV, that is placed in a Cdlifornia advanced technology demonstration program may earn ZEV
creditseven if it isnot “ddivered for sde” To earn such credits, the manufacturer must demondtrate to
the reasonable satisfaction of the Executive Officer that the vehicles will be regularly used in gpplications
appropriate to evaluate issues related to safety, infrastructure, fuel specifications or public education,
and that for more than 50 percent of the first year of placement the vehicle will be situated in Cdifornia.
Such avehicle is digible to receive the same dlowances and credits that it would have earned if placed
insarvice. To determine vehicle credit, the modd-year designation for a demondtration vehicle shal be
conggtent with the model-year designation for conventiona vehicles placed in the same timeframe.
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) ZEV Credits for Transportation Systems.

(A)  General. Inmodd years 2001 through 2004 2011, a ZEV, advanced
technology PZEV or PZEV placed as part of atransportation system may earn additional ZEV crediits,
which may used in the same manner as other credits earned by vehicles of that category, except as
provided in section (g)(5)(C) below. A NEV isnot eigible to earn credit for trangportation systems.
To earn such credits, the manufacturer must demondtrate to the reasonable satisfaction of the Executive
Officer that the vehicle will be used asapart of a project that uses an innovative transportation system
as described in section (g)(5)(B) below.

(B) CreditsEarned. Inorder to earn additional credit under this section (g)(5), a
project must a a minimum demondtrate [i] shared use of ZEV's, AT PZEVsor PZEVs, and [ii] the
gpplication of “intelligent” new technologies such as reservation management, card systems, depot
management, location management, charge billing and red-time wirdess information systems. If, in
addition to factors[i] and [ii] above, aproject aso features linkage to trangit, the project may receive
further additiona credit. For ZEVsonly, not including NEV'S, a project that features linkage to trangt,
such as dedicated parking and charging facilities at trangt Sations, but does not demondtrate shared use
or the gpplication of intelligent new technologies, may aso recalve additiond credit for linkage to trangit.
The maximum credit awarded per vehicle shal be determined by the Executive Officer, based upon an
application submitted by the manufacturer and, if gppropriate, the project manager. The maximum
credit awarded shdl not exceed the following:

Type of Vehicle Shared Usg, Intelligence Linkage to Transit
PZEV 2 1
Advanced Technology PZEV 4 2
ZEV 6 3

(C) CaponUseof Credits.

1 ZEVs. Credits earned or dlocated by ZEV's pursuant to this section (g)(5), not
including dl credits earned by the vehicle itself, may be used to stisfy up to one-tenth of a
manufacturer’s ZEV obligation in any given modd year.

2. AT PZEVs. Credits earned or dlocated by AT PZEV's pursuant to this section
(9)(5), not including al credits earned by the vehicle itsdlf, may be used to satisfy up to one-
twentieth of amanufacturer’s ZEV obligation in any given modd year, but may only be used in
the same manner as other credits earned by vehicles of that category.

3. PZEVs. Credits earned or alocated by PZEV's pursuant to this section (g)(5),
not including dl credits earned by the vehicle itsdlf, may be used to satisfy up to onefiftieth of
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the manufacturer’ s ZEV obligation in any given modd year, but may only be used in the same
manner as other credits earned by vehicles of that category.

(D)  Allocation of Credits. Credits shal be assigned by the Executive Officer to
the project manager or, in the absence of a separate project manager, to the vehicle
manufacturers upon demonstration that a vehicle has been placed in aproject. Credits shall be
alocated to vehicle manufacturers by the Executive Officer in accordance with a
recommendation submitted in writing by the project manager and signed by dl manufacturers
participating in the project, and need not be alocated in direct proportion to the number of
vehicles placed.

(6) Submittal of ZEV Credits A manufacturer may meet the ZEV requirementsin any
given mode year by submitting to the Executive Officer acommensurate amount of g/mi ZEV credits,
consigtent with section 1962(b). These credits may be earned previoudy by the manufacturer or
acquired from another saarufasturer party, except that beginning with the 2006 moddl year credits
earned from NEV s offered for sde or placed in service in model years 2001 through 2005 cannot be

used to satisfy more than the following portion of anry-program-categery-(ZEV-ATPZEVLPZENV) a
manufacturer’ s percentage ZEV obligation that may aet only be satisfied with credits from AF=RZEMs

o=PZEMs ZEV's and, starting with the 2009 model year, the manufacturer’s percentage ZEV _obligation
that may be satisfied by credits from AT PZEVs but not PZEVS:

ZEV Category AT PZEV Category
2006 2007 and beyond 2009 2010 and beyond
75% 50% 75% 50%

This limitation appliesto credits earned in mode years 2001 through 2005 by the same manufacturer or
earned in mode years 2001 through 2005 by another manufacturer and acquired. The amount of g/mi
ZEV credits required to be submitted shal be calculated according to the criteria set forth in this section
1962(g).

@) Requirement to Make Up a ZEV Deficit.

(A)  General. A manufacturer that produces and ddiversfor sdein Cdifornia
fewer ZEVsthan required in agiven mode year shal make up the deficit by the end of the next model
year by submitting to the Executive Officer a commensurate amount of g/mi ZEV credits, except that
credits generated from PZEVs may be used to offset deficits for two modd years. The amount of g/mi
ZEV credits required to be submitted shdl be calculated by [i] adding the number of ZEV's produced
and ddivered for sdlein Cdifornia by the manufacturer for the mode year to the number of ZEV
dlowances from partid ZEV dlowance vehicles produced and delivered for sde in Cdiforniaby the
manufacturer for the mode year (for alarge volume manufacturer, not to exceed that permitted under
section 1962(b)(2)), [ii] subtracting that total from the number of ZEV's required to be produced and

15-Day Notice complete version, released 10/3/03
(Final mailout by 10/10/03)
Supplemental comment deadline: 10/27/03

Board Hearing: 3/27-28/03 and 4/24/03 34



delivered for sdle in Cdifornia by the manufacturer for the modd year, and [iii] multiplying the resulting
vaue by the fleet average requirements for PCs and LDT1s for the modd year in which the deficit is
incurred.

8 Penalty for Failure to Meet ZEV Requirements. Any manufacturer that failsto
produce and ddliver for salein Cdifornia the required number of ZEV's or submit an appropriate amount
of gmi ZEV credits and does not make up ZEV deficits within the specified time period shall be subject
to the Hedlth and Safety Code section 43211 civil pendty applicable to a manufacturer that sdls anew
motor vehicle that does not meet the applicable emission standards adopted by the state board. The
cause of action shall be deemed to accrue when the ZEV deficits are not balanced by the end of the
specified time period. For the purposes of Health and Safety Code section 43211, the number of
vehicles not meeting the state board’ s sandards shdl be caculated according to the following equation,
provided that the percentage of alarge volume manufacturer’s ZEV requirement for a given mode year
that may be satisfied with partid ZEV dlowance vehicles or ZEV credits from such vehicles may not
exceed the percentages permitted under section 1962(b)(2)(A):

(No. of ZEVsrequired to be produced and delivered for sde in Cdiforniafor the mode year) -
(No. of ZEV's produced and delivered for sde in Cdiforniafor the modd year) - (No. of ZEV
alowances from partid ZEV dlowance vehicles produced and delivered for sde in Cdifornia
for themodel year) - [(Amount of ZEV credits submitted for the modd year) / (the fleet average
requirement for PCs and LDT1s for the model-year)].

(h Test Procedures. The certification requirements and test procedures for determining
compliance with #ae this section 1962 are st forth in “ Cdifornia Exhaust Emission Standards and Test
Procedures for 2003 and Subsequent Modd Zero-Emission Vehicles, and 2001 and Subsequent
Modd Hybrid Electric Vehicles, in the Passenger Car, Light-Duty Truck and Medium-Duty Vehicle
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Classes,” adopted by the state board on August 5, 1999, and last amended July-36,-2002 [Insart date
of amendments]|, which isincorporated herein by reference.

0] ZEV-Soecific Definitions. The following definitions apply to this section 1962.

@ “Advanced technology PZEV” or “AT PZEV” means any PZEV with an dlowance
greater than 0.2 before gpplication of the PZEV early introduction phase-in multiplier e<theligh

eHicieney-rauitiphier.

2 “Béttery dectric vehicle’ means any vehicle that operates solely by use of a battery or
battery pack, or that is powered primarily through the use of an eectric battery or battery pack but uses
aflywhed or capacitor that stores energy produced by the eectric motor or through regenerative
braking to assst in vehicle operation.

(25) IElectricdrivesystem” means an electric motor and associated power
electronics which provide acceler ation torgue to the drive wheels sometime during normal
vehicle operation. Thisdoesnot include componentsthat could act as a motor, but are
configured to act only asa generator or engine starter in a particular vehicle application.

[Supplemental Commentary: Several commenters asked whether hybrid electric drive
systems should be evaluated based on the total power of their electrical
motor/generator systems (motor plus generator) or just the motor alone. This
definition isintended to restrict the evaluation of the “ electric drive system” to the
traction motor only.]

3 “Neghborhood dectric vehicle’ means amotor vehicle that meets the definition of
Low-Speed Vehicle either in section 385.5 of the Vehicle Code or in 49 CFR 571.500 (asit existed on
Jduly 1, 2000), and is certified to zero-emission vehicle sandards.

4 “Placed in service® means having been sold or leased to an end-user and not to a dealer
or other digtribution chain entity, and having been individualy registered for on-road use by the
Cdifornia Department of Motor Vehicles.

(4.5) “Regeneative braking” means the partia recovery of the energy normaly dissipated into
friction braking thet is returned as electrica current to an energy storage device.

5) “Specidty dectricvehide ZEV” means aversen-oap-adging dectric-vehide ZEV that
is designed for acommercid or governmental fleet gpplication, and gither [i] has the same batterpaek
zero emissons energy storage device and chassis as the an exiding dectrie-vehicle ZEV fromwhichitis
modified, or [ii] in the case of avehicle that is not based on an exising ZEV platform, is optimized for a
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paticular duty cycle, such as urban delivery sarvice, thet conflicts with optimization for maximum vehicle
range.

(6) “TypeO.l.ll,and Il ZEV” dl have the meanings set forth in section 1962(d)(5)(A).

()] Abbreviations. The following abbreviations are used in this section 1962:

“AER” means dl-€lectric range.
“BEV” means battery dectric vehicle.

“HFEDS’ means highway fudl economy driving cycle.

“LDT” meanslight-duty truck.

“LDT1” meansalight-truck with aloaded vehicle weight of 0-3750 pounds.

“LDT2" meansa“LEV II” light-duty truck with aloaded vehicle weight of 3751 poundsto a
gross vehicle weight of 8500 pounds, or a“LEV 1" light-duty truck with aloaded vehicle weight
of 3751-5750 pounds.

“MDV” means medium-duty vehicle.

“Non-Methane Organic Gases’ or “NMOG” means the total mass of oxygenated and non-
oxygenated hydrocarbon emissions.

“MY” means modd year.

“NEV” means neighborhood dectric vehicle.

“NOX” means oxides of nitrogen.

“PC” means passenger car.

“PZEV” means any vehicle that is ddivered for sdein Cdiforniaand that qudifiesfor apartid
ZEV dlowance of at least 0.2.

“SOC” means Sate of charge.

“SULEV” means super-ultra-low-emisson-vehicle.

“UDDS’ means urban dynamometer driving cycle.

“ULEV” means ultra-low emisson vehicle.

“VMT" means vehicle miles traveled.

“ZEV” means zero-emission vehicle.

(k) Severability. Each provision of this section is severable, and in the event that any
provison of this section is held to be invdlid, the remainder of this article remains in full force and effect.

Note: Authority cited: Sections 39600, 39601, 43013, 43018, 43101, 43104 and 43105, Health and Safety Code.
Reference: Sections 39002, 39003, 39667, 43000, 43009.5, 43013, 43018, 43100, 43101, 43101.5, 43102, 43104,
43105, 43106, 43107, 43204, and 43205.5, Health and Safety Code.

2. Amend section 1900(b)(19) and (21) asfollows:
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§1900. Definitions.

@ The definitionsin this section supplement and are governed by the definitions set forth in
chapter 2 (commencing with section 39010), part 1, divison 26 of the Hedlth and Safety Code. The
definitions set forth in the gpplicable modd-year new vehicle certification and assembly-line test
procedures adopted in this chapter are hereby incorporated by reference.

(b) In addition to the definitions incorporated under subdivison (8), the following definitions
shdl govern the provisons of this chapter.

* * * * *

(18) “Smdl volume manufacturer” means, with repect to the 2001 and subsequent modd -
years, amanufacturer with Cdifornia saes less than 4,500 new passenger cars, light-duty trucks,
medium-duty vehicles, heavy-duty vehicles and heavy-duty engines based on the average number of
vehicles sold for the three previous consecutive model years for which a manufacturer seeks
certification; however, for manufacturers certifying for the firg time in Cdifornia modd-year sdes shdl
be based on projected Cdiforniasdes. A manufacturer’s Cdiforniasdes shal conss of dl vehiclesor
engines produced by the manufacturer and delivered for sdlein Cdlifornia, except that vehicles or
engines produced by the manufacturer and marketed in Caifornia by another manufacturer under the
other manufacturer’ s nameplate shdl be treated as Cdifornia saes of the marketing manufacturer. For
purposes of compliance with the zero-emission vehicle requirements, heavy-duty vehicles and engines
shall not be counted as part of amanufacturer’s sdles. For purposes of applying the 2003 and
subsequent model year zero-emission vehicle requirements for small-volume manufacturers under
section 1962(b), the annua sdes from different firms shal be aggregated in the case of (1) vehicles
produced by two or more firms, each one of which ether has a greater than 50% equity ownership in
another or is more than 50% owned by another; or (2) vehicles produced by any two or more firmsif a
third party has equity ownership of grester than 50% in each firm.

(19) “Intermediate volume manufacturer” means any pre-2001 modd year manufacturer with
Cdlifornia saes between 3,001 and 60,000 new light- and medium-duty vehicles per modd year based
on the average number of vehicles sold by the manufacturer each model year from 1989 to 1993; any
2001 through 2002 model year manufacturer with Cdifornia saes between 4,501 and 60,000 new
light- and medium-duty vehicles per model year based on the average number of vehicles sold by the
manufacturer each modd year from 1989 to 1993; and any 2003 and subsequent mode! year
manufacturer with Cdifornia sdes between 4,501 and 60,000 new light- and medium-duty vehicles
based on the average number of vehicles sold for the three previous consecutive mode years for which
amanufacturer seeks certification. For amanufacturer certifying for the first timein Cdifornia, mode
year sales shal be based on projected Caiforniasales. A manufacturer’s Cdlifornia sales shal consis of
al vehicles or engines produced by the manufacturer and delivered for sde in Cdifornia, except that
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vehicles or engines produced by the manufacturer and marketed in Cdifornia by another manufacturer

under the other manufacturer’s namepl ate shall be tregied as Cdifornia ses of the marketing
manufacturer. For purposes of gpplying the 2003 and subsequent modd year zero-emission vehicle

requirements for intermediate-volume manufacturers under section 1962(b), the annua sales from
different firms shdl be aggregated in the case of (1) vehicles produced by two or more firms, each one
of which ether has a greater than 50% equity ownership in another or is more than 50% owned by
another; or (2) vehicles produced by any two or more firmsif athird party has equity ownership of
greater than 50% in each firm.

(20) “Large volume manufacturer” means any 2000 and subsequent mode year manufacturer
that is not a smdl volume manufacturer, or an independent low volume manufacturer, or an intermediate
volume manufacturer.

(21)  “Independent low volume manufacturer” means a manufacturer with Cdiforniaannua
sdes of lessthan 10,000 new passenger cars, light-duty trucks and medium-duty vehicles following
aggregation of sales pursuant to this section 1900(b)(21). Annua sales shdl be determined asthe
average number or sdles sold for the three previous consecutive modd years for which a manufacturer
seeks certification; however, for amanufacturer certifying for the firgt timein Cdifornia, annud sales
shdl be based on projected Cdiforniasaesfor the mode year. A manufecturer’s Cdiforniasdes shdll

congs of al vehicles or engines produced by the manufacturer and delivered for sdein Cdlifornia,
except that vehicles or engines produced by the manufacturer and marketed in Cdifornia by another

manufacturer under the other manufacturer’ s nameplate shal be treated as Cdlifornia sdes of the
marketing manufacturer. The annud sdes from different firms shall be aggregated in the following

Stuations,

(A)  Vehicles produced by two or more firms, one of which is 10% or greater part
owned by another;

(B)  Vehiclesproduced by any two or more firmsif athird party has equity
ownership of 10% or more in each of the firms;

(C)  Vehidesproduced by two or more firms having a common corporate officer(s)
who is (are) respongble for the overdl direction of the companies;

(D)  Vehidesimported or digtributed by dl firmswhere the vehicles are
manufactured by the same entity and the importer or digtributor is an authorized agent of the
entity.

Note: Authority cited: Sections 39600, 39601, 43013, 43018, 43101, and 43104 Health and Safety Code.
Reference: Sections 39002, 39003, 39010, 39500, 40000, 43000, 43013, 43100, 43101, 43101.5, 43102, 43104,
43106, and 43204, Health and Safety Code.
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[ Commentary: The post-hearing modifications to the intermediate volume
manufacturer and independent low volume manufacturer provisions add
language that was added to the small volume manufacturer provisionsin the LEV
Il rulemaking. This language applies where one manufacturer has produced a
vehicle and a second manufacturer is marketing the vehicle in California under
the latter manufacturer’s nameplate. The LEV Il amendments assign vehiclesin
this situation to the marketer rather than the producer for the purposes of
determining small volume manufacturer status. Therationaleisthat a
manufacturer’s marketing presence in California will have a significant impact on
its ability to sell California ZEVs. Saff believes that the same policy
considerations support inclusion of identical language in the intermediate volume
manufacturer and independent low volume manufacturer provisionsaswell. Asis
the case with most other responsibilities, manufacturersin a multi-manufacturer
arrangement may agree to assign the ZEV responsihility to the producing
manufacturer.

Parallel small volume manufacturer language in section 1962(b)(7)(B) would be
deleted because it is redundant of existing section 1900(b)(18); moreover, it had
not been ARB’ sintent that the “ multi-manufacturer” amendments finalized in
2002 would have the effect of limiting applicability of this provision to decreases
in production volumes only.]

3. Make comparable amendments to the “ Cdifornia Exhaust Emisson Standards and Test
Procedures for 2003 and Subsequent Modd Zero-Emission Vehicles, and 2001 and Subsequent
Mode Hybrid Electric Vehicles, in the Passenger Car, Light-Duty Truck and Medium-Duty Vehicle
Classes” Inaddition, add section D.3. reading as follows:

3. ZEV Reporting Requirements. In order to verify the status of each manufacturer’s
compliance with the ZEV requirements for a given calendar year, each manufacturer shall submit a
report to the Executive Officer at least annualy. by May 1 of the clendar year following the close of the
mode vear, that identifies the necessary ddlivery and placement data of al vehicles generating ZEV
credits or allowances, and al transfers and acquisitions of ZEV credits. The manufacturer may updete
the report by September 1 to cover activities occurring between April 1 and June 30.
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