9t September 2019

Ateco Submission on moving the light vehicle fleet to low emissions: discussion paper on a
Clean Car Standard and Clean Car Discount.

Ateco is the New Zealand new vehicle importer and distributor for the following Fiat Chrysler
Automobiles (FCA) brands:

e Jeep

e Ram

e Alfa Romeo

e Maserati

e Fiat

e Fiat Professional
e Abarth

e  Chrysler

e Dodge

Privately owned by Neville Crichton, a Companion of the New Zealand Order of Merit, Ateco was
created in 2000 and currently has over 30 dedicated staff based in offices and warehouse facilities in
Mt Wellington, Auckland. The brands we represent are retailed & supported through a national
network of 30 dealers, giving us full coverage across New Zealand.

Fiat Chrysler Automobiles (FCA) designs, engineers, manufactures and sells vehicles and related
parts, services and production systems worldwide. The Group operates 102 manufacturing facilities
and 46 R&D centers; and it sells in more than 135 countries.

Ateco welcomes discussions on policies that will lead to an achievable and sustained reduction in
CO2 emissions from vehicles as they enter the fleet, and that are already part of the fleet. As part of
the Motor Industry Association (MIA), we will work constructively with the Government on what we
believe are the best mix of policies to achieve that outcome.

Reducing emissions from transport is supported by Ateco in conjunction with the industry. To do
more than is possible under a business as usual scenario will require the Government to leverage its
policies to incentivise a faster rate of change, and in the short term this will negatively affect both
our business, and pricing to the customer.

The proposed policies are significant. Their potential to constructively impact the choice of vehicles
consumers purchase is significant. Conversely, their potential to severely distort the market if poorly
constructed is also significant.

The New Zealand car industry is demand driven meaning that distributors source vehicles based
upon what customers want. New Zealanders pursue lifestyle choices based on where they live (SUVs
and towing for ease of use). Simply changing what cars are on offer without bringing the consumers
requirements into account may not drive the government desired change.



Overall our view is that the clean car discount is workable and is supported but with a series of
changes promoted to enhance its effectiveness.

However, we believe the clean car standard is seriously flawed. Ateco supports the MIA position that
encourages the Government to establish an industry/Government working group to design a fuel
economy standard that is fit for purpose for NZ, which agrees a road map on its design and
implementation, but over a timeframe that is both timeframe & fiscally sustainable.

The proposal, as currently outlined, does not give Ateco either the timeframe or pathway to meet
the stepped reduction in CO2 emissions, leading to significant price increases in our products, and, if
the marketplace will not accept those increases, severe financial risk to our business.

Ateco agrees with the MIA’s comments re the rate of CO2 reduction averaging around 1.9% year on
year ignoring from light commercial vehicles.

Ateco’s average CO2 emission based upon YTD sales in 2019 is 232 g/km.

Improvements in emissions and fuel economy are generally borne from 2 changes, either a new
model launch or an engine change/improvement. An example of this is the Jeep Grand Cherokee
Overland 3.0L Diesel which had CO2 levels of 267 g/km in 2006. This was reduced to 216 g/km in
2011 with the introduction of a new model. This was further improved down to 182 g/km in 2016 as
the vehicle moved to Euro5 emissions. The current new model that was launched in 2011 is not due
to be replaced until 2022. This length of material product life cycle of 10 years is representative of
the FCA product.

FCA will investigate what vehicles could be made available for New Zealand once the working group
discussions have been completed; and both extended time frames and less severe targets have been
finalised. This is not as simple as it may seem because:

e All vehicles in NZ are imported, none are made here. The technology developed in new vehicles
is designed to meet overseas standards and requirements which is reflected in the way transport
legislation and Rules are constructed. We recognise standards for Australia, Europe, Japan and
North America. NZ is a technology taker not a technology leader.

e Some products/engine configurations are currently only available in left hand drive, not right.

e Some products require higher specification levels of fuel than we currently enjoy in here in New
Zealand to ensure that the product will run properly. Both aromatic levels and RON.

e Decisions of this nature need to make economic sense for FCA as we are a small volume player.
It is rare for FCA to consider a product for the New Zealand market that is not valid for the
Australian market. In some instances, therefore, this means that the cars need to be
reengineered to be ADR compliant. Currently, CO2 emissions appear to be a more high-profile
topic in New Zealand than they are in Australia.



FCA is currently focussed on the emissions targets in some parts of the USA, China, Europe and
Latin America, so having cars made available for New Zealand is less of a priority until sometime
as when legislation is set.

Our market is too small for New Zealand to set unique vehicle standards.

Any standards that are set in New Zealand must be aligned to global emissions initiatives to
allow economies of scale for FCA and allow Ateco to leverage the global FCA strategy to meet
the New Zealand requirements.

As referenced in a Recent Climate Change document prepared for the G7 Summit in France (see
Appendix 1), FCA have been making significant progress in developing the next level of eco-
friendly technology. The expansion of electrified models and commitment to fuel economy and
reduce emissions is an integral part of FCAs business plan which anticipates 12 electrified or
hybrid propulsion systems spanning the full range of vehicle segments.

These plans were also shared by the FCA CEO in June 2018 and are summarised in Appendices 2
through 5.

However, the availability for these solutions outlined in the FCA business plan to be relevant to
New Zealand may be limited, as stated above.

The Clean Car Standard as proposed in the discussion document is unworkable in its entirety.
Ateco does not support the Clean Car Standard as proposed because:

0 The timeline is too short, it needs to be extended to cover at least two new vehicle
model cycles.

0 The rate of target achievement is far too ambitious, and unachievable for Ateco with the
short- & medium-term product plans in the global FCA strategy.

0 The targets as prescribed will result in penalties translating to a significant tax on Ateco
new vehicles.

0 The proposed weight bandings are manifiestly unfair. Unless you are selling only EVs to
attract credits, all new vehicles will incur a tax on the RRP to offset the penalties, in the
case of Jeep Grand Cherokee, the CO2 tax based upon the proposed standards would
mean the car is sold to consumers at a much higher transaction price than is the case
today.

0 The penalty rate is too high and too severe. It should start low and ramp up over at least
double the timeframe proposed.

0 The penalty should be the same for both the new and used vehicle sector (whereas the
discount should not).

0 The standard as proposed does not treat new and used vehicles the same, it perversely
incentivises fewer new cleaner cars and incentivises older dirty cars.



In support of the MIA position, Ateco urges the Government to develop a comprehensive policy mix
on reducing GHG emissions from transport which covers at least the following:

. In fleet incentivisation targeted at current vehicle owners to encourage them to move to both
the safest and cleanest vehicles within their budget. Effective change must come from the
entire light fleet, not just vehicles entering it. We acknowledge the current Government has
decided to not pursue policies relating to vehicles in the fleet. We believe this wrong.

. Continual improvement to fuel quality. To ensure we can tap into the cleanest vehicles from
an exhaust emissions profile we need Euro 6.2 emission standards. Many of the hybrids and
PHEVs require Euro 6.2. The issue is the level of aromatics in our fuel. It is too high.

. There are no policies that make it easy for people to scrap vehicles. There is a bulging age
profile in our fleet that needs access to coordinated scrappage facilities.
. Our charging network, while being developed by the private sector, needs significant upgrades

at the retail level to ensure those purchasing EVs can charge them. Overseas jurisdictions have
a more coordinated approach than NZ.

. We strongly recommend that in addition to the standards-based approach for importation of
used vehicles, an age limit is set so that vehicles must meet standards and be younger than
eight years of age from the date of first registration anywhere in the world.

. Better use of tax incentives to drive change, which is likely to be less distortive to new-to-
used, passenger-to-commercial, importer-to-importer differences.

Regarding alternate / emerging technologies such as low emissions ICE; mild hybrid, full hybrid;
PHEV and full battery vehicles, it must be understood that these do not come at the same cost as
current product ranges. These will be more expensive to the consumers at a significant premium
over current product in the marketplace today.

Ateco look forward to the Government developing with the MIA a working group to create a New
Zealand deliverable that is in line with the already activated global automotive effort in this area.



Appendix 1 - FCA discussed in a document prepared for the G7 Summit, Biarritz, France, August’19

http://publications.climatechange-theneweconomy.com/G72019/1-1



http://publications.climatechange-theneweconomy.com/G72019/1-1

http://publications.climatechange-theneweconomy.com/G72019/98-1



http://publications.climatechange-theneweconomy.com/G72019/98-1

http://publications.climatechange-theneweconomy.com/G72019/100-1



http://publications.climatechange-theneweconomy.com/G72019/100-1

Appendix 2 — FCA’s Global Jeep Product Plan

https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD

Jeep%20Brand.pdf

https://www.fcagroup.com/en-US/investors/Pages/capital markets day 2018.aspx



https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_Jeep%20Brand.pdf
https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_Jeep%20Brand.pdf
https://www.fcagroup.com/en-US/investors/Pages/capital_markets_day_2018.aspx

Appendix 3 — FCA’s Global Alfa Romeo Product Plan

https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD

Alfa%20Romeo0%20Brand.pdf

https://www.fcagroup.com/en-US/investors/Pages/capital markets day 2018.aspx



https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_Alfa%20Romeo%20Brand.pdf
https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_Alfa%20Romeo%20Brand.pdf
https://www.fcagroup.com/en-US/investors/Pages/capital_markets_day_2018.aspx

Appendix 4 — FCA’s Global Ram Product Plan

https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD

RAM%20Brand.pdf

https://www.fcagroup.com/en-US/investors/Pages/capital markets day 2018.aspx



https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_RAM%20Brand.pdf
https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_RAM%20Brand.pdf
https://www.fcagroup.com/en-US/investors/Pages/capital_markets_day_2018.aspx

Appendix 5 — FCA’s Global Ram Product Plan

https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD

Maserati%20Brand.pdf

https://www.fcagroup.com/en-US/investors/Pages/capital markets day 2018.aspx



https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_Maserati%20Brand.pdf
https://www.fcagroup.com/capitalmarketsday/Presentations/FCA%20June%201%202018%20CMD_Maserati%20Brand.pdf
https://www.fcagroup.com/en-US/investors/Pages/capital_markets_day_2018.aspx

