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Summary

On 18 May the European Commission proposed the first ever European truck CO2
standards.' The EU will now follow other countries such as the US, Canada, China, India and
Japan which have already successfully introduced truck fuel efficiency standards.

The Commission’s impact assessment clearly shows that 20% emissions reductions in 2025
and 35% in 2030 are the most cost-effective targets and would bring the highest return on
investment during the first ownership periods. " " Therefore the upcoming 2025 targets
should go beyond the 15% proposed by the European Commission and get the maximum
cost-effective potential out of trucks which is -20% effective reductions on diesel trucks by

2025.

At the same time things are moving fast in the field of zero emission trucking. Nearly all major
European truckmakers (DAF, Mercedes, MAN, Volvo and Renault) have announced series
production and/or sales of electric trucks in the next years.

The upcoming HDV standards raise important issues of industrial policy for the EU. Demand
for zero emission trucks is increasing and there is growing impatience because of the limited
supply. Big retailers and transport companies throughout Europe are publicly asking the
European Commission to introduce an ambitious zero emission vehicle mandate for trucks.
Zero emission trucks are crucial for EU and Member States to hit their 2030 targets and meet
the Paris Climate Agreement goals.

The goal of the upcoming HDV proposal should therefore be twofold: dramatically improve
fuel efficiency with ambitious truck standards while at the same time kick-start zero emission
trucking in Europe. Below we discuss in two separate briefings why and how Europe should
do this.

Briefing 1: Truck CO2 standards

1. Getting strong fuel efficiency standards - five reasons why
1. Vital to meet our climate goals

Transport is currently Europe’s biggest climate problem accounting for most of the greenhouse gas
(GHG) emissions. At the same time, transport GHG emissions rose for the third year running
according to EEA data." The European Union and Member States have the legal obligation to
reduce GHG emissions from the so-called non-ETS sectors (mainly transport, buildings and
agriculture) with 30% by 2030. Transport is currently the biggest non-ETS sector accounting for
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up (see the grey line) as the demand for road freight continues to increase. At the same time,
emissions of cars and vans continue to go down due to CO2 standards making truck emissions an
even bigger challenge. In other words, without strong EU truck standards, enforced in real driving
conditions, the EU and Member States will never meet their 2030 climate targets or otherwise have
to implement very drastic domestic measures to tackle truck emissions.

2. Business and transport sector call for 2025 fuel efficiency standards of -21%

Truck standards will not only curb transport emissions but
also help businesses in Europe to save fuel and costs. In
April this year 37 companies called the European
Commission in an open letter to introduce 2025 standards
of -24%. Converted to a 2019 baseline this means -21%.

Amongst the signatories are big retailers such (IKEA,
Nestlé, Unilever etc.) logistics operators (DB Schenker and
Geodis) but also transport fleets (Vos Logistics, Meyer &
Meyer) and the Spanish, Portuguese, Belgian, Dutch and
Hungarian national road transport associations
representing thousands of SMEs. vV This shows that
ambitious standards that harvest the full cost-effective
potential are supported by all different stakeholders
involved.

3. There is plenty cost-effective potential
The Commission impact

assessment clearly shows that fuel
efficiency of tractor trailers can be
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Dear Mr. Jean Claude Juncker, President of the
European Commission
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First Vice-President of the European Commission,
Frans Timmermans

Vice-Presidents Maro$ Sef€ovig, Jyrki Katainen

Commissioners Miguel Arias Cafiete, Violeta Bulc,
Elzbieta Bienkowska, Karmenu Vella, Carlos
Moedas, Margrethe Vestager

17 April 2018

During your State of the Union in September last
year, you stated that Europe shall ‘remain the
global leader in the fight against climate change''.
Meeting the goals and promises of the 2015 Paris
Climate Agreement of limiting global warming to
well below 2 degrees will be essential in this
regard. Therefore the EU has set itself a target of
reducing its greenhouse gas emissions by 40% by
2030.

Europe’s climate emissions cannot be tackled
without addressing transport. The latest data from
the European Environment Agency reconfirms that
transport is Europe’s biggest climate problem.
Transport emissions now represent 27% of the
EU's total and they have risen for the third year
running. Within transport, road freight emissions
are on the rise. Heavy duty vehicles already
account for one quarter of road transport CO,
emissions and this is expected to increase by 14%
by 2030 in a business as usual scenario?. In other
words, if Europe wants to deliver on its Paris Com-
mitments, and own 2030 targets, transport and
truck emissions need to be curbed urgently.

As a sector we already take many valuable initia-

Table 15: Net economic savings from a first use (5 years) perspective in 2025 and

; 4 - 2030 (EUR/lorry)
radically improved by 2030 in a cost- TR
A . = Cost
effective way. V' ' As the table 2025 (EUR/ormy) | s cumptions o ll DI Bl (B Ges ] [
. . (10%) | (125%) | (15%) | (17.5%) | (20%)
shows, the net savings during the Capital cost [1] | Base 481 991 | 1729 | 2516 | 4.110
first five years for all scenarios by far High 1723 | 3553 | 6048 | 9923 115,566
B H . Fuel Savings [2] Base 7.804 15,655 25,167 32,175 41,699
OUt\N_elgh the Increase Veh|C|e CO_StS High 14,480 24424 32385 40,920 | 48,568
(capltal COStS). Technologles Net Savings [2] - Fise 7323 | 14664 | 23438 | 29659 | 37.589
InCIUde Improved aerOdynamICS1 High 12,757 20,871 26337 30,997 | 33,002
better tyres and engine and Cost TL20 T30+ TI32 | TL35
Y gine 2030 (EUR/orry) | (0 : 20%) (30%) G2%) | 35%)
powe rtrain efﬂC'enCy Capital cost [1] Base 2,608 10,803 14,881 | 18,584
improvements. " It is worth noting Higlh 7,684 26,666 29,161_| 32,906
H Fuel Savings [2] Base 32,947 68,809 75,652 | 90,704
that vehicles are used for seven - = s A BT
years on average before being fich 4
sold.”
a briefing by “t= TRANSPORT &
I: ENVIRONMENT



Different studies such as the ICCT 2017 study and more recent work for the Dutch Ministry of
Infrastructure and the Environment confirm the Commission findings, all concluding that by 2030 truck
fuel efficiency can be improved by 40% and more while bringing gains to society, truck operators and
end-users.

4. Stagnating fuel efficiency and the cartel scandal

Truck manufacturers have always claimed that — Average Fuel Consumption (s etic Wit 3540
the market alone will do the job and that fuel
efficiency standards are therefore not needed.*
This is however not true. Lastauto omnibusdata
- testing a wide range of trucks from different
OEMs - show that over the past two decades the
average fuel consumption of tractors has hardly
improved. ¥ These findings are actually
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confirmed by earlier data provided by the & B = m i 'm =
truckmakers themselves (see the red dots inthe s s s e U
infographic).

On top of this there is also an urgent need to create more competition between truck OEMs. All big
European truckmakers have recently been fined for colluding in a cartel for over 14 years, delaying
innovation and rigging prices. The total fine (almost 4 billion euros) is the biggest cartel fine in EU
history .

5. Protect competitiveness of EU industry

Standards are also urgently
needed to protect the
competitiveness of EU Best-in-class US
industry. Without strong EU

truck standards, US trucks  gest-in-class EU
are projected to overtake
European lorries in 2020as
the most fuel efficient inthe
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way behind but new

research shows this is not true. Independent on road tests prove that the fuel consumption of US
trucks today is comparable to EU trucks (see image).® On top of this the US has introduced a 2027
standards that will make class 8 trucks (comparable to VECTO categories 5 and 10) 27% more fuel
efficient compared to 2017 models.*!

This is a huge threat for EU HDV manufacturers who currently account for 40% of global production "
The EU could lose its dominant position without strong standards. Also, emerging markets such as
India, China and Brazil will increasingly look to the US, copying its truck standards and test
procedures, and - unless the EU acts quickly - buying and importing more US-made trucks. EU fuel
efficiency standards are the perfect policy tool to kick-start fuel efficiency improvements in Europe, as
they are currently doing in the US, and make sure Europe keeps leading on innovation and efficiency
- and we keep manufacturing jobs in Europe
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2.How the proposal should be improved — 2025 CO2 target of at least 20%

The European Commission impact assessment ¥ Considerable net savings from higher

accompanying the proposal clearly shows that -20%
by 2025 would bring much higher fuel savings for
transport operators during the first five years than -
15% as proposed.

Compared to the 15% reduction proposed by the
Commission, and accounting for the weakening effect
of supercredits, an effective emission reduction of 20%
would save truck drivers an additional €22 900 during
the first five-year ownership period (i.e. the difference
between €37 600 and €14 664). For the second user
there will be a further, additional, saving of €16 900
(this is over the second five-year ownership period).

Improving the ambition level of -15% (which in reality
falls to 12.4% with supercredit weakening) proposed
to effective emissions reductions of -20% only raises
vehicle capital for the first user by about €3 000,
meaning the extra investment is recovered within
months. It is also striking that the European impact
assessment explicitly acknowledges this: 'with the
base and the high cost assumptions, net benefits are
highest under the most ambitious option TL35 [-20%
(2025)] in both 2025 and 2030.™

In short, the higher ambition (effective -20% reduction)
brings average annual net savings per truck to €7 500
in each of the first 5 years.
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@ Netsavings firstuse (5years) @ Netsavings second use (5 years)

@ Additional vehicle capital cost

Net savings: difference between fuel savings and technology costs. Taxes
are included (except VAT in view of the commercial use of the vehicles),
discount rate of 9.5%.

Source: Impact Assessment of Propesal for a Regulation of the European Parliament and of the Council
setting CO2 emission performance standards for new heavy duty vehicles

“I'= TRANSPORT & w@transenv [f] @transenv
= ENVIRONMENT @ transportenvironment.org

“7= TRANSPORT &
= ENVIRONMENT



Briefing 2: How to kick-start zero emission trucking

1. Three reasons why Europe needs to introduce a 2025 zero
emission vehicle mandate

1. Vital to meet our 2030 targets and the Paris Climate Agreement (2050)
Heavy Duty Vehicles (HDV) emissions

are expected to grow very fast over the
next decades (see light blue line). This is

¥ Combination of HDV standards and
ZEV sales to hit Europe's 2030 targets

mainly because of two reasons: the

expected GDP and population growth in . el
Europe and the lack of fuel efficiency @ =ca
improvements by truck manufacturers 2 =
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the proposed 2030 targets. This means
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recent study by the Oko Institut, land

transport CO2 needs to be zero by
2050 to be in line with the Paris
Agreement. This because there are
certain non-ETS sectors, like e 0
agriculture, that cannot be entirely ~ 50 Tor St 11
decarbonised (including all GHG JTJ ‘
emissions).” The only way we can
get to zero is by moving away from
fossil fueled trucks and buses (incl.
gas) and move to zero emission
technologies such as electricity and green hydrogen. Recent research published by the Dutch
Ministry of Infrastructure and the Environment shows that if Europe wants to be in line to meet the
1.5 degrees target, transport needs to reduce its GHG emissions by 95% by 2050. To meet this 1.5
degrees target, 33% of all new HDV sales in 2030 need to be zero emission. Even a less ambitious
2°c target would still require significant shares of zero emission trucks by 2030. Hence already in
2025 between 5-10% of new trucks need to be zero emission to meet a 25-35% sales share five
years later. These assumptions already take into account that all new diesel trucks in 2030 would
be 40% more fuel efficient.**vi
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2. Zero emission technology
for heavy duty vehicles is
already there

44% of trucks drive daily distances
of no more than 300km**i and a
a large part of these trucks can be
electrified. With falling battery
prices this is likely to become cost
effective in the next decade. It is
therefore reasonable to demand
that 25-35% of new trucks sold in
2030 should be zero emissions.
Basically all major European
truckmakers will bring electric
trucks to the market over the next
years. Daimler Mercedes and
MAN are currently testing fully
electric trucks that go up to 26
tons and they will both start series production in 2027 oxVil xoix
Meanwhile Volvo and Renault have announced they will both start selling electric trucks as from
2019 while also DAF and bus OEMs such as BYD and VDL are planning to sell battery electric
trucks in Europe up to 37 tons.X*" All these trucks are mainly for urban (and regional) distribution.

ckay, May 16, 2018 | Einchoven | DAF Trucks RV,

DAF.PARTNERS WTH VDL
GROEP FOR FULLY
ELECTRIC CF TRUCK

But also in the long haul segment things are moving fast. Recently Tesla presented their fully
electric tractor trailer truck and is also planning to enter the European market. It would have a
range of 800 km which makes it fit for long haul transport. !~ Siemens is already testing its eHighway
trucks in Sweden where trucks are charged with overhead powerlines. These lorries will also be
able to cover long-distance freight transport. Early 2019 the catenary concept will also be tested on
the public road on three different locations in Germany.

3. Business and transport sector want an ambitious mandate

Major companies (37 in total) asked the European
Commission in a joint letter to introduce an ‘ambitious
mandatory sales target for zero emission trucks’.

In the meantime cities clearly want to move away from
diesel and clean up their air for citizens. V! xVi
Transport operators also want to make a shift and are
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overcome these barriers and oblige truckmakers to sell
more zero emission vehicles at competitive prices.
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2. How to improve the supercredit system — A 2025 mandate of 10%

Instead of the supercredit system that would undermine the target and not lead to a meaningful
uptake of ZEVs, Europe should introduce a zero emission trucking mandate of 10% by 2025 or a
well-designed benchmark with a malus. Both systems will increase the offer of zero emission trucks,
reduce prices and protect the CO2 target.

This binding mandate is a separate mechanism that doesn’t interact with the truck CO2 standard
and will help to overcome the market barriers that were described earlier. Such a mandate will
oblige OEMSs to sell a certain share of zero emission vehicles as part of their total sales in 2025 and
2030. If a manufacturer doesn’t meet the target, it will have to pay a fine or could buy credits for
OEMs that are overachieving the target. In California such a system is already in place for cars.*"

This system will protect the CO2 target because it is a separate system. Safeguarding the CO2
target is very important given that diesel powered trucks will still be a big part of the total truck fleet
in 2025 and 2030.

Is a 10% mandate achievable?

The TNO analysis clearly shows that already in 2025 at least 5% to 10% of new trucks need to be
zero emission if Europe wants to be in line with meeting the COP21 targets of limiting global
warming to 1.5 degrees.

But also recent research by Frost & Sullivan shows that by 2025, even 55% of new trucks in Europe
will be electric with plug-in hybrid accounting for another 37.4%.*” Moreover the 2017 McKinsey
research shows that already a wide range of electric trucks will be cost-effective well before 2025.»
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Conclusion - what Europe should do

The European Commission now made a proposal for truck standards that will set the scene for cleaner
trucking for the next decade and more. Truck standards need to be more ambitious than the proposed
15% as they are good for the climate, the transport sector, and competitiveness of European
truckmakers.

These trucks standards should also be the start of a shift away from fossil fueled trucks towards a zero
emission future. Zero emission trucks are becoming more and more cost-effective, will help cities clean
up their air and are crucial to hit our climate targets. A binding mandate or a well- designed rising
benchmark are the only effective ways to create a market, reduce prices and get the infrastructure we
need. Again, this is about future-proofing EU truck production. European bus manufacturers are already
far behind in the race on clean buses, the same should be avoided for trucks.

It's time for Europe to lead again on innovation in the field of fuel efficiency and zero emission trucking.
There is no better occasion than the upcoming HDV standards to do this.
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