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Chai rman N chol s:

| am once again appealing to you to reconsider the Boardj s
deci sion to reduce the m ni mum nunber of pure zero em ssions
vehicles by 70% from 25,000 to a nere 7,500 during Phase 11
(2012 to 2015).

It is well docurmented that the Board was m sguided into an
erroneous conclusion by a faulty fact finding process which |Ied
the staff to conclude in their I1SOR that no electric car will be
commercially available until 2012. Whereas the reality is Tesla
Motors is already delivering zero em ssion full perfornmance
electric vehicles to custoners. Whatj s nore, we are at an
advanced stage of establishing full manufacturing operations in
California for introduction in 2010, of the Mdel S, a
five-passenger affordable zero em ssion electric car which will be
produced in volumes of 20,000 cars per year

I ndeed Tesla is not alone. Major autonobile makers including

Ni ssan, Daimer BWV and M tsubishi have al ready announced pl ans
for the introduction of zero enission electric vehicles to the
California market in 2010. By any neasure, CARBj s m ni num quota
of 25,000 pure zero emi ssion vehicles for 2012-2015 can be net
today. Whose interest will be served by easing the requirenents to
a paltry 7,500 vehicl es?

Eliminate the substitution of Pure ZEVs with Enhanced AT-PZEVs

If the Board was bent on incentivizing the introduction of plug-in
hybrids by providi ng manufacturers generous rights of substitutions
to pure ZEVs, it behooves the Board to review its decision. The
plain fact is since the public hearing in March, 2008, nmarket
forces have done in a very short tine what the Board has been
attenpting to achi eve over years. The quantum junp in the price of

oil, coupled wth hei ghtened awareness of carbon emni ssions, has
propel l ed consuners to seek cars that answer both problens and
gi ve manufacturers a startling wake up call. Toyota, GM and Ford

have all announced hi gh volune PHEV prograns. In fact the enormty
of the demand for hybrids since CARBj s |last hearing only five
nont hs ago should serve as a lighting rod for you to reconsider
whet her in view of the newrealities, it is necessary to award ZEV
credit at all to any type of hybrid; whether its PZEV, AT- PZEV or
Enhanced AT- PZEV. The paradi gm has irrevocably shifted giving
CARB an opportunity to redeemits reputation and reassert its

| eadership position in |eading the charge toward early and wi de
adaptation of true zero enission vehicles.



The Board has repeatedly declared that it is determned to

i °mai ntain pressure on the comercialization of pure ZEV
technol ogi es, j £ however the Boardj s actions do not conport with
its own pronouncenents.

Set the mninum ZEV delivery requirenment on an annual basis

The m ni mum ZEV requi renents have been set to 3 year phases. The
practical effect of this rule has been to give the LVM s in
excess of a 2 year grace period during which they can defer
neeting their phase requirenents until the very end of the fina
year of any given phase. Consequently this extended grace
(j°blackoutj+) period encourages LVMs to delay the introduction of
pure zero emission vehicles to the market. CARB should prorate the
m ni mum ZEV delivery requirenents for Phase Il and beyond to a
yearly basis. Such a rule would be consistent with the stated
goal s of CARB and deliver the public policy benefit of a maxi mum
nunber of ZEVj s on the road at the earliest possible date.

Change the carry forward provisions of gold credits earned by pure
ZEV manuf acturers

Contrary to Californiaj s interest in encouraging the

est abl i shnent of manufacturing facilities for zero em ssion
vehicles in the State as repeatedly articul ated by CGovernor
Schwar zenegger and enacted into |l aw by the Legislature (AB118),
CARB continues to favor |arge automakers and in the process

needl essly underm nes Tesla. The illogical consequence of the
proposed nodi fication may be inadvertent and uni ntended but needs
to be renedied i medi ately. A case in point:

In a recent nodification, the staff proposed, evidently in
deference to internedi ate vehicle manufacturers (I1VM, an
amendnment allowing |VMs to accrue gold ZEV credits for use up to
three years after a transition to a |arge vehicl es manufacturer
(LVM. Sinmply put, as long as a nmanufacturer has not becone an LVM
the clock doesnj t tick on the 3 years useful life of the ZEV
credit. Yet if a manufacturer other than an LVM chooses to trade
their gold credits, then the 3 years |life span is deened to have a
starting point in the MY in which the credits were earned.

Ironically, staff goes out of its way to safeguard the welfare and
comercial interests of the IVMincluding BMN Mercedes, and VW In
stark contrast, the proposed nodification will unfairly and
severely discrimnate against Tesla, the only car naker based in
California and the worldj s only car maker that actually devel ops
and is conmitted exclusively to zero em ssion vehicles. How? Since
Tel sa nakes only zero em ssion vehicles we sell our gold ZEV
credits to LVMs. The nonies received defray in part sone of the
large R & costs incurred in pioneering the devel opment of the
zero em ssion electric cars. If the 3-year clock starts ticking in
the MY during which we sell the car, and not the tinme in which we
sell the ZEV credit to an LVM (unless we are able to sell the ZEV
credits immediately upon selling the car), we will be left with

hi ghly perishable ZEV credits that expire sooner than 3 years and
consequently may be valued at a steep discount if not a zero val ue
al together. Please note we are not specul ating about the huge
reduction in value of the ZEV credit due to even the slightest
reduction in its validity period, we have experienced it already.

We respectfully request that Tesla be accorded the sane



consi derations given to nmuch |arger and nore established | VMs and
that the proposed rules be nodified so that for any conpany t hat
sol ely manufactures zero em ssion vehicles the 3 years period of
the ZEV credit starts only upon transfer of the ZEV credit to
anot her conpany.

In summary we urge the Board to:
1) Increase not decrease the m ni mum nunber of Pure ZEV required
in Phase 111 (2012-2015);

2) Elimnate the substitution of Pure ZEVs with Enhanced
AT- PZEVs;

3) Set the mninum ZEV requirenents on a yearly basis rather than
for three years, thus preventing manufacturers fromgetting an
additional three year grace period and elimnating j°blackoutiz+
years;

4) Change the carry forward provision of gold ZEV credits earned
by any manufacturer that exclusively manufactures pure ZEVs to
expire 3 years fromthe date of transfer to another manufacturer

Wth these actions the Air Resources Board will once again be able
to recapture its credibility and assune the mantle of |eadership in
advanci ng the goal of true zero enissions transportation in the
state of California and beyond.

Si ncerely,

Zej ev Drori
Pr esi dent and CEO

cc: Governor Arnold Schwarzenegger

Senate President pro Tem Don Perata

Speaker of the Assenbly Karen Bass

Menbers of the Air Resources Board

The Honorabl e Susan Kennedy

The Honorabl e Janes Gol dstein, Executive Oficer, Air Resources
Boar d

Attachment:
Original File Name:

Date and Time Comment Was Submitted: 2008-08-13 18:24:34



