% !Lmjwr
65

Honda Comment for ZEV Direction
CARB Board Meeting
May 24, 2007

Honda has committed major resources and attention to the ZEV
program, and recognizes a number of successes:

¢ Demonstrated real world air quality benefits from near-zero emission PZEVs.
(Total emission reductions are even greater than anticipated from 10% ZEV)

* Advancement of AT-PZEV hybrid technology with two AT-PZEV hybrids in the
market.

* Advancement of AT-PZEV dedicated Natural Gas Vehicle technology, with
‘ZEV-level’ emissions impact, now being marketed to consumers with the
availability of home refueling.

* Advancement of ZEV Fuel Cell Vehicle technology with early deployments in
real world applications. A second generation vehicle under development will
demonstrate significant improvements in vehicle & component weight, size
(packaging), range, & efficiency.

* Honda is spending significant resources for technology development of batteries,
ultra-capacitors, fuel cells, and electric drive.

ZEV framework should remain flexible so manufacturers can invest in
the technologies and paths they believe have greatest promise in the
several ZEV categories:
* Bronze credit should be proportional to environmental impact
(performance), Silver credits reflecting environmental performance
Plus incentives reflecting cost, and Gold credits reflecting resources
invested to advance the technology (cost).

Honda is pursuing the Fuel Cell Vehicle path for pure ZEVs
(Alternative Path). ZEV rule changes are needed to assure continued
investment and progress in Fuel Cell Vehicle technology. It is critical to
maintain a FCV path and credit structure that continues to encourage the
significant investment and real progress in FCV technology that some OEMs
believe is most promising and want to pursue (avoid a structure that
promotes all manufacturers to take lower cost compliance options).

* Maintain a FCV path that encourages companies like Honda to
pursue a high cost path which they believe has greatest potential
long term.

® In structuring the FCV path and credits, need to reflect the
resources invested (cost), to maintain this promising path and future
investments.

* Ramping up volumes too quickly at this stage can stall progress and
misuse resources.
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Honda: Additional Comment:

PZEVs:

Large numbers of near-zero emission PZEVs are providing greater air
quality benefits than expected from a 10% ZEV program. This has been
recently validated by real world emissions evaluation in a 5 year program at
UC Riverside’s Center for Environmental Research & Technology. PZEVs
produce extremely low emissions in real world use, below their certification
standards. (The demonstrated emission reduction performance is equivalent
to at least 0.5 ZEV credits versus the 0.2 earned now!)

AT-PZEVs:

The Fuel Cell Vehicle optional path that Honda is taking requires a doubling
of AT-PZEV volumes, which has been very challenging and resource
intensive considering market demand is limited. We have developed three
AT-PZEV models to date.

The framework for AT-PZEVs should remain flexible, with incentives but
not mandates for PHEVs or H;ICEs. PHEV battery technology needs to
progress for their viability — we need batteries lasting at least 10
years/150,000 miles; this is further off than some believe.

ZEVs:

Revisions to the mandate should carefully preserve the continuing
development and investment in FCV progress. There is a very real risk that
undervaluing FCVs could drive manufacturers to migrate to low cost options.
Overly aggressive volume requirements in this alternative path can be
equally as harmful. Honda is putting FCVs in the hands of real people, and
the infrastructure is coming along in parallel; we are involved in that effort
with a number of energy companies.
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