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EXECUTIVE OFFICE O F THE PRES IDENT

03-Jul-1996 05:41pm

TO: TESLER_S
FROM: CN=Linda L. Lance/O=OVP pw

yiew
CC: GLAUTHIER
CC: WARREN W

SUBJECT: Re: CAFE

Message Creation Date was at 3-JUL-1996 17:52:00
attached is a draft follow up letter to phil hutchinson from harold ickes re
cafe. i'm also forwarding to omb and ceq for their comments. be badck in
the office tuesday, and i can collect all comments and finalize for harold
then. draft follows:
7/3/96
DRAFT follow up letter to Phil Hutchinson -- see original response dated 5/13
drafted by Linda Lance OVP X 62127

Mr. Philip A. Hutchinson, Jr.
President and CEO
Association of International Automobile Manufacturers, Inc
1001 19th Street North
Arlington, VA 22209

my
Dear Mr. Hutchinson: x

This is to follow up on my letter to you of May 13, 1996. I regret
that, due toa misunderstanding, stated current
Administration policy on the issue you raised. I would like to clarify the
matter.

The Administration is, of course, interested in ensuring that statutory
requirements, like the Corporate Average Fuel Economy (CAFE) law, are crafted
in the most fair and effective manner. In 1995, the Administration convened a
year long Federal Advisory Committee process to provide recommendations to the
President on the best policy options for reducing greenhouse gas emissions from
the transportation sector. The Advisory Committee was made up of
representatives of organizations with an interest in the area, including auto
companies that are members of your organization, U.S.-based auto companies, the
UAW, oil companies, environmental groups, and state and local governments.
CAFE standards, including any revisions necessary to current CAFE law, were am
ong the options considered.

Unfortunately, the Committee was unable to reach consensus on a set of
recommendations to address the policy goals, and therefore did not provide
recommendations to the President on changes to the CAFE law or any other
options. Various groups of Committee members provided separate
recommendations, but none addressed the issue you raise.
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We will, of course, carefully consider your concerns about the domestic

and foreign fleet provisions of the CAFE Jaw; as well as any impact of a changein that provision on other auto companieg, auto workers, the environment, and
energy security. this time,/there has been no decision by the
Administration to seek an amendment to this or any other provision of the
current CAFE law.

I apologize for this nigunderetanaing. 9 Please be assured that we will
keep your concerns in mind in any future Administration decision-making on this
issue.
Sincerely yours,

Harold Ickes
Psst Pres + Dep Cos

We will, of course, carefully congider your concerns about the domestic
and foreign fleet provisions of the CAFE Jaw; as well as any impact of a change
in that provision on other auto companie auto workers, the environment, and
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current CAFE law
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6/25/96

MEMO TO HAROLD ICKES

FROM: Linda Lance, OV

RE: Attached letter to Phil Hu chinson Te Corporate Average Fuel Economy (CAFE)

:

:

Jennifer O'Connor asked me to give you some background on the CAEE issue discusseds

in the attached letter that went from you to Phil Hutchinson, President of the Association of
International Automobile Manufacturers. The bottom line is that, based on information received
from DOE (DOT administers the CAFE law but apparently was not consulted), the letter
inaccurately states that the Administration has made a policy decision with respect to amending
the CAFE law. We need to correct the record on this point in the near future. I'll be working
with other relevant policy offices to draft a letter for your signature. Jennifer wanted you to have

follow-up letter to Hutchinson.
some advance background so that you can let us know if you have a preferred approach on the

General Background .

0 The CAFE issue is very controversial generally. The Republicans and the auto

companies will make our support for the law a campaign issue. Sen. Dole already
has stated his support for a repeal of the law. Our continued support for the law is
an important issue for the enviros, and the Administration has been consistent on
this point since the 1992 campaign. This is not the time for us to be reopening the
issue legislatively, in part because even a simple technical amendment would be
an opportunity for CAFE opponents to begin a broader assault on the law.

Phil Hutchinson's group is made up of Japanese and European auto companies.
Their position onthe provision discussed in the letter is unlikely to square with
he position of the U.S. auto companies or the UAW. While the amendment they
seek is relatively technical and narrow, the provision they want to reopen is
significant, and was originally put into the law at the request of the UAW. Last I
heard from the UAW on this (which has been several months.ago), they still
believed the provision was usefil in keeping auto manufacturing in the US

The attached response says we will propose an amendment to the statute along the
lines requested by the international auto manufacturers. Not only would such.an
amendment reopen the CAFE law at a. time when we should avoid that, but it does
so to help foreign manufacturers.

Specifig CAFE Provision

© Current Jaw provides that manufacturers must meet fuel economy standards across
the average of their fleets sold in the U.S. For those who sell vehicles in the U.S.
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that are manufactured both in the U.S. and overseas, each of the U.S. and foreign
manufactured fleets must meet the CAFE standards separately. Both fleets cannot
be averaged together to meet the standard, The UAW insisted on the provision
when the law was enacted, believing that without it the Big 3 would move all
manufacturing of small cars overseas. The provision arguably results in the Big 3

keeping more small car manufacturing iin the US. to offset the fuel economy of
large cars manufactured here.

e To date, this provision has affected only the Big 3, since other manufacturers had
only foreign fleets. However, some Japanese manufacturers are approaching the
point at which they will have sufficient domestic content in the vehicles they
manufacture in the U.S. to begin to have a "domestic" fleet. It is this result that
the Hutchinson letter apparently is trying to avoid, and the amendment requested
would grandfather fleets that were foreign to perinit them to retain their foreign
Status even when their domestic content increases.

:

e As I understand it, the Big 3 would like to remove the domestic-foreign fleet
provision from the law altogether, but-will not be happy that the problem is being
solved only for the foreignmanufacturers.The UAW has always wanted to retain
the provision as currently written, They:will not be happy that it's being
reopened, even though the Hutchinson amendment as written probably will have
little effect on them since the foreign manufacturers U.S. plants are non-union.
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JHE WHITE HOUSE
WASHINGTON

May 13, 1.396

Mx. Philip & Kutchinsan, Jr.
president Chisel Executive Officez
Associate of Internatiorzal Automod) le Manutacrurers, Inc.
1001 13th Street, Narth
Suite 1200
Arlington, VA 22203

Gear Mr. Hutehinson:
:

Thank you for your comments the CAFE standards requiremant
ly produced categories based om the percentage of value

- attributed toa .imperrand components.
separate passenger cars into domestically produced and nat

The Administration agrees that this categorization could hava
consequences. It could dissuade both U.S. and foreign

manufacturers from inéreasing tha domestic centent of theirs cars
because such increases, could shift cars fram non-domestically
produced fleet. to,the domestically pxuuuced fleetand change the

for compliance with CAFE requirement. This situation
could discourage the vse of U.S. avte parts, materials, and Labor
dia certain circumstances. :

We. are drafting an amendment to the CAFE statue that would

rectiry this. We delieve this problem can be solved while
retaining the uudeclying policies of the statute. TF you nave

any woditlenal questions, pleace contact Tac Pulliam, Assistant
General Counsel for Legislation at the Oapartment of Energy.
number 15 202-586-3397.

Sincerely.
fame gx

Hareld Ickes *

Assistant to the Prasidént and
Deputy Chiat of Start

(en: Ted Pulliam
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THE WHITE HOUSE
WASHINGTON

May 13, 1396

Mr. Philip k Hutchinsan,president Chisel Executive OfficezAsseciate of Internaticeal Automedsle Manutacrurers, Inc
1001 13th Street, Narth
Suite 1200
Arlington, VA 22203

Dear Mr. :

Thank you for your the CAFE atandards requiremant to
separate passenger cars inte domestically produced and nat
domestically produced categories based om the percentage of value
attributed to components
The Administration agrees that this categorization could hava
uniatended consaguences It could dissuade both U.S. and foreagn
manufacturers from inéreasing thd domestic content of Theis car
because such inoreases could shift cars fram non-domestically
produced fleet to,the domestically produced fleet and change <he

for compliance with CAFE This Situation
ceuld aiscourage the vse af $. avts parts, materiats, and Labor
da certain circumstances.
Wa. are drafting an amendment to the CAFE atatve that would
rectiry this. We delieve this problem can be solved while
retaining the undeclying policies of the statute

questions, pleace contact Teac Cul liam, AssistantTF you nave

General Counsel for Legislation at the Oapartmen of Energy. His
number is 202-586-3397

Sincerely.

Hareld Ickes
Assistant to the President and

Deputy Chiat of Start

Ted Pulliam
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Mr. Philip A. Hutchinson, Jr.
President and CEO
Association of International Automobile Manufacturers,
1001 19th Street North
Arlington, VA 22209

Dear Mr. Hutchinson:
This is to follow up on my letter to you of May 13,

that, due to a misunderstandind,
Administration policy on the issue you raised. I would like to clarify the
matter.

IVE OFFICE OF THE PRESIDENT

03-Jul-1996 05:41pm

TESLER_S
N=Linda L. Lance/O=OVP

GLAUTHIER T

Re : CAFE

was at 3-JUL-1996 17:52:00
letter to phil hutchinson from harold ickes re
omb and ceq for their comments. i'1l be badck incollect all comments and finalize for haroldi can

Inc

1996. I regretI was in error when I stated current

WARREN W

The Administration is, of course, interested in ensuring that statutory
requirements, like the Corporate Average Fuel Economy (CAFE) law, are crafted
in the most fair and effective manner. In 1995, the Administration convened a
year long Federal Advisory Committee process to provide recommendations to the
President on the best policy options for reducing greenhouse gas emissions from
the transportation sector. The Advisory Committee was made up of
representatives of organizations with an interest in the area, including auto
companies that are members of your organization, U.S.-based auto companies, the
UAW, 011 companies, environmental groups, and state and local governments.
CAFE standards, including any revisions necessary to current CAFE law, were am
ong the options considered.

Unfortunately, the Committee was unable to reach consensus on a set of
recommendations to address the policy goals, and therefore did not providerecommendations to the President on changes to the CAFE law or any other
options. Various groups of Committee members provided separate
recommendations, but none addressed the issue you raise.
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The Administration is, of course, interested in ensuring that statutory
requirements, like the Corporate Average Fuel Economy (CAFE) law, are crafted
in the most fair and effective manner. In 1995, the Administration convened a
year long Federal Advisory Committee process to provide recommendations to the
President on the best policy options for reducing greenhouse gas emissions from
the transportation sector. The Advisory Committee was made up of
representatives of organizations with an interest in the area, including auto
companies that are members of your organization, U.S.-based auto companies, the
UAW, 011 companies, environmental groups, and state and local governments.
CAFE standards, including any revisions necessary to current CAFE law, were am
ong the options considered.

Unfortunately, the Committee was unable to reach consensus on a set of
recommendations to address the policy goals, and therefore did not providerecommendations to the President on changes to the CAFE law or any other
options. Various groups of Committee members provided separate
recommendations, but none addressed the issue you raise.



We will, of course, carefully consider your concerns about the domestic
and foreign fleet provisions of the CAFE law; as well as any impact of a changein that provision on other auto companies, auto workers, the environment, and
energy security. However, at this time, there has been no decision by the
Administration to seek an amendment to this or any other provision of the
current CAFE law.

I apologize for this misunderstanding.. Please be assured that we will
keep your concerns in mind in any future Administration decision-making on this
issue.
Sincerely yours,

Harold Ickes

We will, of course, carefully consider your concerns about the domestic
and foreign fleet provisions of the CAFE law; as well as any impact of a changein that provision on other auto companies, auto workers, the environment, and
energy security. However, at this time, there has been no decision by the
Administration to seek an amendment to this or any other provision of the
current CAFE law.

I apologize for this misunderstanding.. Please be assured that we will
keep your concerns in mind in any future Administration decision-making on this
issue.
Sincerely yours,

Harold Ickes
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April 9, 1996

MEMORANDUM TO: Lori Keller
office of Cabinet Affairs
The White House

FROM: Ann Bormolini
Chief of Staf

SUBJECT: Correspondence from P, Hutchinson

Attached is a copy of a draft response for Mr. Ickes to send to
Philip Hutchinson, as well as a copy of the letter we plan to
send to Mr. Hutchinson on the same subject.

Attachments
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DRAFT

Mr. Philip A. Hutchinson, Jr.,President and CEOAssociation of International
Automobile Manufacturers, Inc.

1001 19th Street North
Arlington, VA 22209
Dear Mr, Hutchinson:

Thank you for your letter concerning the two-fleet provision of
the corporate average fuel economy (CAFE) law. I understand
'that you have sent a similar letter to Secretary of
Transportation Pela and other DOT officials. Deputy Secretary
of Transportation Mort Downey will be respondnggz co the matters
raised in your letter on behalf of DOT.

Please be assured that the Adminis wilt carefully
consider your comments concesning the of
the CAFE stature in all future reviews of program. CAFE

continues to be a watier of interes= es
we to ensure that all regulatory achieve their
intended purposes. :

Thank you for providing me with the views of che international
motor vehicle manufacturers on this issue.

Sincerely,
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Mr. Philip A. Hutchinson, Jr.,President and CEOAssociation of International
Automobile Manufacturers, Inc.

1001 19th Street North
Arlington, VA 22209
Dear Mr, Hutchinson:

Thank you for your letter concerning the two-fleet provision of
the corporate average fuel economy (CAFE) law. I understand
'that you have sent a similar letter to Secretary of
Transportation Pela and other DOT officials. Deputy Secretary
of Transportation Mort Downey will be respondnggz co the matters
raised in your letter on behalf of DOT.

Please be assured that the Adminis wilt carefully
consider your comments concesning the of
the CAFE stature in all future reviews of program. CAFE

continues to be a watier of interes= es
we to ensure that all regulatory achieve their
intended purposes. :

Thank you for providing me with the views of che international
motor vehicle manufacturers on this issue.

Sincerely,
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The Honorable Newt Gingrich
Speaker Of the Houne of Representatives
Washington, DC 29515
Dear Mr.

Paclopea isa legialation to anena the corporate aversgafuel economy (CAFE) standarda for automobiles, Ths
would aliow a clase of sutomobiles to

continue to be categorised as foreign wanufactured evenif sufficiently greater use ig made of domastic auto
change ite categorqzation to domestic.
The CAFE standards require passenger cara to be
separated into domactically produced and net domestic~
'ally produced categories baged on rhs percentage of
walue attributad to dowestic components.
seperate categories then met comply separately with
the CAFE standarde.
Thin categorization could have unintended conaesquences.It could dissuade both U.s. and Foreign manufacturers
from. increasing tha domestic content of their cars
becauge such increases could shift cars from the
domestically produced fleet to the domestically
produced fleet and change the calculus for compiiance
with CAFE requirements. 'This situation could

the use of U.S. auto perts, matexials, and
labor in certain cixscumstances.

mattex while retaining the underlying policies of the
atatute. We urge ite prompt consideration ="4 pasuage.
The Office of Management and Budget afivises rbot this
1sgisletive proposal is in accerd with the program of
tha President.

Gincerely,.

Masel R. O'Leary

RB N JEFFREY @oo3/vor
202 o3

The Secretary of Energy

DRAFTngton,

pects, materials, i in ies to

Thase

this
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'ally produced categories baged on rhs percentage of
walue attributad to dowestic components.
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DRAFTngton,

pects, materials, i in ies to
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Department of Energy DRAFT:

Washington, OG 20585

- Hone

FOR TUR"ge ae

Robert KR. Nordhaus
General Counsdl
ACTION: Subaltting Legislation in Response to
White House Lotter

Legislation to Amant the Corporate
Average Fuel Economy (CAVE) Standards for

the associate of International RuEye+ Tay

Manufacturecs that DOR was drafting an
anendment to the Gomestic--nondomestic
categorisation part of the CAPR atature to
wake it more flexible anf encourage the use
of U.S. auto parte, materials, and labor.

Hareld Tekees wrote the President and CEO of

This legislation containe the

The CAFE standards statute de vary in
Congress. Amendments to it ware beavily
as pert of the Ruergy Policy act of 1992 and were
mot in rhet act because ef the extent cf
digagreemant. Thowe powever, Gia not
focus on the categorisation
tut on the correct wiles-per-gallon standard.

SPA and tha pepartmant of Transportationjeter the CAFE standards ev will have etrong
interest in the

would leave the wlles-per-gaLlon
haw and wou1d energy policyPOLICY INVES: Thie amendment

related, internaticasl policy imorcrs-impact. likely would have Labor-

That you approve sending thie legislation to
com fos>+

ce:

vam wey re on wen
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To provide flezibility to the corporate average fuei economy

A BILD

toa oncouxage the use of United States auto parts, materials, and
= labor, and for other purposes .
1 Be it enacted by the fengte and House of Rapresentatives of
2 the United, States of America in Comgre| That section
3 503(b) (2) (B) the Kotor formation and Coat
4 «ac (18 2003(b) (2) (8)) is amended to read ag follews--
S "(B) An shall be dered domestically
6 manufactured in any model yeer if at least 75 percent of the
7 cost to the manufacturer of such automobile is attributable
a to value in the writed States or . unicss--
9 is completed

a9 in and such automobile is not mported into the

11 unite States privs to thm expiration of 30 days
12 following the and of such sodel year; ox

13 "(44) the manufacturer. requests that a clase of
14 automobiles considered by the BPA administretor on the

date the request not to be dawestically
16 continue to. be so considered any

1? inersase after the date of the request ic cost of
10 automobiles of class attributable to value
19 in tne united States or Canada

20 The BPA may prescribe rules for purposes of

of such

35

carrying gut this enhpar=graph-*.
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To provide flezibility to the corporate average fuel economy standards
to encousage the use of States auto parts, materials, and

Labor, and for other purposes
Be it enacted by tha fenate and House of Representatives of1

the United, States of America in Comgrese ang2

503 (>) (2) CE) o£ the Moror Vehicla and Coat3

4 ace (15 a @. 2003 (b) (21 (3}) is amended to read as follews-~«
"(E) An be domestically

in any model yer if at leagt 75 percent of tha6

cost to he amsfacturer of such automobile is attributable
to walue ade in the tnited States or r=neda. uniess--

*(4) the assembly of guch is completed9

in and such automobile ie not iaported the10

United States privs to the expiration a0 days11

following the and such model yeur; or12

13 "{44) the manufacturer. requests that a class aft

14 autmobiles considered by the 2PA Administrator on the
date of the request not to be marr

16 continues to. be so considered
1? after the date of the request in cost of
16 awtomobiles of clases attributable to value arid

19 in the united Stutes or Canada

20 The BPA Administrator may prescribe rules for puxposes of

carrying cut this
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Changes Made io Law

AVERAGE FUEL ECONOMY

GRC. 503(a) * * rz
«

*(B) An te shall be considered' domestically
manufactured in acy model year if at least 75 percent of the

to walue edded in rhe taited ateates or Canada, unless--
*(4) the anvembly of such sutomobile is completed

én Canada and such ie not imported into the
United States prior to the of 30 days

tag requests that a class of
jes by the EPA Adminigtrator qq the

date of the request not to be domestically anyfactured
irae to he ao considered notwitharanding ary

(d) (3) * © &

cost to the manufacturer of such antomnhil- is attributable

owing the end of such year;

dincrenge after tha dete of the requpgt cogt

jp the
0 stratee may preacribe rules for purposes ofed States or C¢

The EPA
carrying out this subparagraph.
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date of the request not to be domestically anyfactured
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(d) (3) * © &

cost to the manufacturer of such antomnhil- is attributable

owing the end of such year;

dincrenge after tha dete of the requpgt cogt

jp the
0 stratee may preacribe rules for purposes ofed States or C¢

The EPA
carrying out this subparagraph.



June 20, 1996

MEMORANDUM FOR KATIE MCGINTY

FROM: JENNIFER O'CONNOR

cc: HAROLD ICKES
KITTY HIGGINS
KRIS BALDERSTON

SUBJECT: CAFE Standards
Attached is a letter written to Mr. Phillip Hutchinson, Jr.,President and CEO of the Association of International Automobile
Manufacturers, written in response to the attached March 6 letter
to Harold.
As is standard procedure, our office forwarded Mr. Hutchinson'sletter to Cabinet Affairs for the appropriate agency to draft a
response. The letter was sent to Jonathan Miller at the
Department of Energy, where he requested a draft from Bob
Nordhaus, DOE General Counsel. Mr. Nordhaus was assisted by Ted
Pulliam, Doug Smith in the Office of the General Counsel. The
response was sent back through Mr. Miller to Kris Balderston in
the Office of Cabinet Affairs to our office.
Our office assumed that the response had been vetted and
therefore used it to base our response from Harold to Mr.
Hutchinson. I have come to find out, for whatever reason, the
response had not been vetted and the information was not
consistent with the White House position on this issue.
What is your recommendation on how to proceed from here?

June 20, 1996

MEMORANDUM FOR KATIE MCGINTY

JENNIFER O'CONNORFROM:

cc: HAROLD ICKES
KITTY HIGGINS
KRIS BALDERSTON

SUBJECT: CAFE Standards
Attached is a letter written to Mr. Phillip Hutchinson, Jr.,President and CEO of the Association of International Automobile
Manufacturers, written in response to the attached March 6 letter
to Harold
As is standard procedure, our office forwarded Mr. Hutchinson'sletter to Cabinet Affairs for the appropriate agency to draft a
response. The letter was sent to Jonathan Miller at the
Department of Energy, where he requested a draft from Bob
Nordhaus, DOE General Counsel. Mr. Nordhaus was assisted by Ted
Pulliam, Doug Smith in the Office of the General Counsel. The
response was sent back through Mr. Miller to Kris Balderston in
the Office of Cabinet Affairs to our office
Our office assumed that the response had been vetted and
therefore used it to base our response from Harold to Mr.
Hutchinson. I have come to find out, for whatever reason, the
response had not been vetted and the information was not
consistent with the White House position on this issue
What is your recommendation on how to proceed from here?
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THE WHITE HOUSE
WASHINGTO

May 13, 1996

Mx. Shilip A. Hutchinson, Jr.
Associate of Internationa) Auremobile Manukacrurers, Inc.
Suite 1200
"Arlington, VA 22205

President and Executive Officer
1001 LSth Street, North

:

Gear Me. Hutchinson: :

Thank you for your comments on the CAFE standards requiremant to
Separate passenger cars domestically produced and not
domestically produced categories based on the percentage af value
attributed ta imported components

The Administration agrees that this categorization could nave
consaguences. Jt could dissuade both 0.5, and foresagn

manufacturers £rom inereasing tha domestic content of theis cars
such inorearses, vould shift cars From

produced Fleet to the domeetically prodnced fleet and change the
calcuius for compliance with CAFE requirement - This situation
could Sisceurage the use of avtO parts, materials, and Labor
in certain circumstances.
We are drafting an amendment to the CAFE statue that would
rectity this. We believe this pcoblem can bea solved while
retaining the wideclying policies of the statute. Tt you have
any wdditional questions, please contact Ted Pulliam, Assistant
General Counsel for Legislation at the Oepartment of Energy. Wis
number 16 202-588-3397,

Sincerely,

Assistant to the President ane
Deputy Chief of Start,

Harold Ickes

ec: Ted Pulliam
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THE WHITE HOUSE

May 13, 1996

Mr. Shilip A. Autehinaon,
President and Executive Officer
Associate of Internationa) Auromobile Manutacrurers, Inc.
1001 LSth Street, North
Suite 1200
Arlington, VA -22205 :

Gear Me. Hutehiason: :

Thank yew far your an the CAFE standards requiremant ta
separate passenger cars wnce domestically produced and nat
domestically produced categories based on the percentage af value
attributed ta imported components

The Administration agrees that this categorization could have
uniatendad consaguences Tt covid dissuade poth 0.5. and foreign
manufacturers £rom increasing tha domestic content of theis: cars
becange such increases could shift cars from non-domestically
produced Fleet to the domeetically predneed fleet and change the
ealeniua for compltance with CAFE requirements. This situation
could Sisceurage the use of avtO parts, materials, and Labor
in certain circumstances.
We.are drafting an amendmenr to the CAFE statue that would
rectity this. We nelleve this peoblem can bea solved while
retaining the wideclying policies of the statute Tf you nave
any additional questions, pleas® contact Te Pulliam, Assistant
General Counsel for Legislation at the Oepartment oF Energy. Wis
mumbar is 202-588-3397,

Sincerely,

Harold Ickes
Assistant to the President ane

Deputy Chiat of Start

ec: Ted Folliam
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1The Secretary of Energy I

Washingtan, DC 20585

Tha Honorable Newt Gingrich
Speaker of the House of Representatives
Washinogten, DC 20515

Dear Mr. Speaker:
Enclosed is legialation fo amend the corporate average
Fuel economy (CAFE) standarda for automobiles. The
apandment would allow a class of automobiles to
continua to be extegorized as foraign manufactured even
if enfficiently greater use is made of domestic auto
pares, materials, and Laber in ita manufacture 'ta
change ite categorization to domestic.
The CATE standards xequire passenger cara to be
gaparnted into domestically produced and not domaatic-
ally ptoduced categories baged om thea percentage of
value attributed to domestic components. These
separate categories then mist comply separately with
the CAF® standards.
This categorization could have unintended consequences.
It «ould dissuade both 0.5. and foreign manufacturers
from. increasing tha domestic content of thelr cars
because such increases could shift cara from the non-
domestically produced fleet to the domestitally
produced fleet and change the calculus for compliance
with CAVE raqniremants. This situation could
discourage the use of 0.59. auto parts, materials, ard
labor in certain circumstances.
This amandment to the CAFE statute would rectify this
mattez while retaining the underlying policies of the
statute. We urge ite prompt consideration pasdage.

The Office of Management Ani Budget advises that this
lmgisiative propossl ip in accord with the program of
the FPresidant.

SLocerely,

Hassel R- O'Leary

08/18/96 17:17 3202 456 6231 OVP DOMESTIC POL 410037006
il6/11/86 08:53 Ten? SHB 3394 RE N JEFFRFV Moo3/00n

The Secretary of Energy
Washingtan, DC 20585 DRAFT

fhe Honorable Newt Gingrich
Speaker of the House of Representatives
Washidogon, pc 20515

fear Mr. Speaker:
Enclosed i9 legielation fo amend the corporate avers
Fuel aco (CAFE) standarda for automobiles.
amendment would allow a class of automobiles to
continua to be extegorized as foraign manufactured even
if eufficiently greater use is made of domestic auto
parte. materials and labor in ita manufacture -ta
change ite categorization to domestic.
The CAFE etandards parsenger cara to

rated into domestically produced and net
ally produced categories based om the percentage of
value attributed to domestic components These
eparate categories then must comply 'peparately with
the CAF# standards.
This categorization could have unintended consequences.
Lt "ould dissuade both 0.5. and forsign manufacturerd
from. increasing the domestic conten of their cars
because such increases could shift cara from the non-
domestically produced fleet to the demestitally
produced fleet and change the calculus for compliance
with CAVE raqniremants. This situation could

the uge of U.S. auto parts, materials.
labor in certain circumstances.
This amendment to the CAFE statute would rectify this
matter while retaining the underlying policies of the
etatute. We urge ite prompt consideration pasdags.

The Office of Management enl Budget that this
legislative proposal ip in accord with the program ©£
the Presidant.

Hazel R. Leary
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Washington, DC 20585
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THE

General Counsal

Harold Tekee wrote the President and CEO of

FROM: Robert &.

SUBJECT: Submitting Legislarion in to
White House Letter

ISSUE: Legislation to Amend the Corporate
avaraga Fuel Economy (CAFE) for
Automobilas

the Associate of
Manufacturers that DOE wan an

to the doamestic-nondomastic.
categorization part of the CAFE statute to
mike it more flaxible an' encourage the wee
of U-s. saute parts, materials, and labor.

:

this legisiation contains the

SENSITIVITIES: The CAFE standards atatute ie vary gengitive in
Congress. Amendments to it waze heavily dehated
ap part of the Energy Policy Act of 1992 were
not included im that Act because of the extant of
digagreemant. Thode amendments, however, did oot
focus on the categorination
but on the correct oiles-per-gailon
BPA and the Department of Traneportation
ister the CAFE standards anf will have atrang

Amant

and wou1@ Rave no anergyould leave the miles-per-gallonpolicytandard unchanged

related, and, international policy ingacta.impact. It likely would bave economic.

sanding this Legislation EnThat you
OMB for interagency clearance

APPROVE:

DAT=: :

CORCURABMCES: CP: PO: GC-72:

Printed! wih egy Ink an
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DRAFT
A BILL

To provide flexibility to the corporate average fuel econamy

11

13

i4

16

17

18

19

380

21

to encourage the wae of 'United - Statea auto parts, materials and

labor, andl for othar purposes.
Re it by the Senate and House of Representatives af1

the United States o£ america in Cengress assembled, That section2

503 (b) (2) (B) of the Motor Vehicle Information and Cost Savings
ant (15 u.s.c. 3003 (he) (3) (2)) dep to read as follows--

"{E} An automobile shall ne considered domestically
manufactured in any model year if at least 75 percent of the

coat to the of auch automebile ie attributable
ta in the or Canada,

*¢4) the agdesbly of guch automobile
.

completed

in Canada and. such automobile is aot iato the

United States prior to the expiration of 30 days

following the end of such model year; or

(14) the manufacturer. requests that a class at
by the EPA Administrator on the

date of the request not to domestically mamufactured

cant inue to be so considexed notwithatanding any

after the date 'of the request in cost of

automabiles of such class attributable to value added

united Staten or

The BPA Administrator may prescribe rulaa for purposes of

3

4

5

6

7

ia
9

1a

12

15

garrylng aut this subparagraph.

06/18/96 17:17 5202 456 6231 OVP DOMESTIC POL 005/006
09:53 2202 586 33na EE N

19dune

DRAFT
A BILL

To provide flexibility to the corporate average fuel standards

to encourage the woe of United Statea auto parts, materials
labor, snd for Gthar purposes

it by the and House of Raprasentatives of1

the Unitad States of in Congrese assembled, That section2

503(b) (2) (EB) of the Motor Vehicle Information and Cost Savings3

net (15 O.9.c, 2003(6)(2)1E)) is to read ag follows-~4

"(E} Am automobile shall be considered domestically5

in any model year if at lean 75 percent of the6

edat to the manufacturer of such automebile is attributabla7

walud added in the States or Canada, ynleas--
(4) thea aqgembly of such automobile a completed9

10 in Canada and.guch automobile ie not into the

11 States prior to the expiration of 30 days

12 following the end of such model year: or

the manufacturer. requests that a clases at
13

14 concidered by tha EPA on the
¢ ra

15 date cf the request not to be domestically
16 toe be so considered sotwithatanding any

after the date of the request cost of

18 automobiles of such clases attriputable to value added

19 in United Staten or

The BPA Adminiotrator may pressribe rulag for purposes of

out this subparagraph
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DETERNINATION OF AVERAGE FUEL BCDNOMY

SEC. 503 (a)
(b) * « *

(3) ** *
"(B) A automabile shal? be : considered domestically

in any model year if at least 75 percent of the
coat to the manufacturar of such automob le is attributable
ta value added in rhe United Stated or Cannda, unlese~-

"{4) the aggembly of such sutemebile is
Canada end such automobile ig mot imported into the

United States prior to the expiration of 30 days
following the end of such modal ynar; or

(ia) the manufacturer requests that a clase. of
automobiles : considered by the EPA Administrator on the
date of the request net to be

to he ao conuldered notwithstand ng any
after the date of tha raquese in cost cf

aAntomobieas of auch claga attributable to value added
in the United States or

the EPA Administrator mey prescribe rules for purposes of
rerrying cut. thig subparagraph. -
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THE WHITE HOUSE
WASHINGTON

May 13, 1996

Mr. Philip A. Hutchinson, Jr.
President and Chief Executive Officer
Associate of International Automobile Manufacturers,
1001 19th Street, North
Suite 1200
Arlington, VA 22209

COPY Shen cw

Fester

Inc.

Dear Mr. Hutchinson:
Thank you for your comments on the CAFE standards requirement to
separate passenger cars into domestically produced and not
domestically produced categories based on the percentage of valueattributed to imported components.
The Administration agrees that this categorization could have
unintended consequences. It could dissuade both U.S. and foreignmanufacturers from increasing the domestic content of their cars
because such increases could shift cars from non-domesticallyproduced fleet to the domestically produced fleet and change thecalculus for compliance with CAFE requirements. This situationcould discourage the use of U.S. auto parts, materials, and laborin certain circumstances.
We are drafting an amendment to the CAFE statue that wouldrectify this. We believe this problem can be solved while
retaining the underlying policies of the statute. If you have
any additional questions, please contact Ted Pulliam, AssistantGeneral Counsel for Legislation at the Department of Energy. His
number is 202-586-3397.

Sincerely,

Harold Ickes
Assistant to the President and

Deputy Chief of Staff

cc: Ted Pulliam
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Department of Energy
Washington, DC 20585

April 16, 1996

TO: Jonathan MillerOffice of the Sécretary
FROM: Ted PulliamOffice of the Assistant General

Counsel for Legislation
SUBJECT: Response to Letter from International Automakers onCAFE Standards (forwarded from Harold Ickes)
Attached is a draft letter and legislation responding to a letrerfrom the Association of International Automobile Manufacturers,Inc. forwarded by Harold Ickes. The response was developed inconsultation with Doug Smith and Bob Nordhaus.
If you have any questions, I can be reached at 6-3397.
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Mr. Philip A. Hutchinson, Jr.President and Chief Executive OfficerAssociation of International Automobile Manufacturers, Inc.
Buite 1200
Arlington, Virginia 22209.

1001 19th Street, North
:

Dear Mr. Hutchinson:
Thank you for' your very helpful comments on. the CAFE standardsrequirement to separate passenger cars into domestically producedand not domestically produced categories based on the percentageof value attributed to imported components.
We agree that this categorization could have unintended

because such increases could shift cars from the non-domesticallyproduced fleet to the domestically produced fleet and change thecalculus for compliance with CAFE requirements. This situationcould discourage the use of U.S. auto parts, materials, and labor

manufacturers from increasing the domestic content of. their cars
consequences. It could dissuade both U.S and foreign

in certain circumstances
We are drafting an amendment to the CAFE statute that wouldrectify this matter. We will share it with you once we have
completed our review and will work with Congress to ensure itepassage.
We believe this problem can besolved the
underlying policies of the statute.

{Sincerely,

in certain circumstances
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Mr. Philip A. Hutchinson, Jr.President and Chief Executive OfficerAssociation of International.Automobile Manufacturers Inc.1001 19th Street, NorthSuite 1200
Arlington, Virginia 22209 :

Dear Mr. Hutchinson:
Thank you for your very helpful comments on the CAFE standardszequirement to separate passenger cars into domestically producedand not domestically produced categories based on thea percentageof value attributed to imported components.
We agree that this categorization could have unintended
consequences. It could dissuade both U.S and foreignmanufacturers from increasing the domestic content of their carsbecause such increases could shift cars from the non-domesticallyproduced fleet to the domestically produced fleet and change thecalculus for compliance with CAFE requirements This situationcould discourage the use of U.S. auto parts, materials, and laborin certain circumstances
We are drafting an amendment to the CAFE statute that wouldrectify this matter We will share it with you once we have
completed our review and will work with Congress to ensure itspassage.
We believe this problem can besolved while retaining the
underlying policies of the statute

Sincerely, 1
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Proposed Amendment to the Motor ...
Information and Cost Savings

sec. Amend section 503(b) (2) (EZ) of
information and Cost Savings Act (15 U.S Cc. ae

read as follows [underlined material indicater
"(E) An automobile shall be considere.

manufactured in any model year if at lear.
cost to the manufacturer of such automob!
to value added in the United states or :©

"(i) the assembly of such
in Canada and such automobile ig
united States prior to the expire:
following the end ef such model ¢-

"(ii) the manufacturer reques"
automobiles considered the EPA A.

continue. to be so considered
date of the request not to be domes

increase after the date of the req
automobiles of such class attribut
im the United States or Canada.

The EPA Administrator may prescribes
carrying out this subparagraph.
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To: Bob 'Nordhaus :

From: Jonathan Miller
Date: March 15, 1996

Attached. letter
:

attached letter as soon as possible. If you could. find someone
Harold Ickes' office has asked us to draft response to the
in-your shop to make drafting this response a priority, would
appreciate Thanks

a. :
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To: Bob 'Nordhaus :

From: Jonathan Miller :

Date; March 15, 1996
Re: : Attached. letter
Harold Ickes' office has asked us to draft response to theattached letter as soon as possible If you could.find someonein-your shop to make drafting this response a priority, would
appreciate Thanks
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The eading Auromakers* ;

FANFAN:

'Harold Ickes

March 6, 1996 :

:

Assistant to the President / Deputy Chief of StaffExecutive the President
TheWh te House
First Floor -WestWing'.
Washington,DC 20500

Dear Mr. Ickes:

At a recent meeting with a senior White House trade advisor, | brou
attention the unintended consequences of a 20-year-old =ravision in e CAFE

meet ng | decided to inform you about the counterproductive consequences of

law which inhibits international (and Detroit-bas automakers. from

Policy
This provision is in

cypurchasing Act concerning fuel
the section of the Energy

efficien As a result of that

this antiquated law
:

The current CAFE law requires auto manufacturers to segregate ssénger
cars, into either a "domestically" produced fleet or a "not domest cally' produced
fleet. A-passenger car is daemed domestically produced if it contains at feast
'75 percent U.S. and Canadian content (with a phase-in of Mexican content
beginning later in the decade.) A passenger car with less than 75 percent
domestic content falls into the "not domestically" produced, or import fleet.
Each fleet individually must meet the CAFE standard or pay a civil penalty of $5
for each tenth of a mile that the fleet misses the 27.5 mpg standard. This
'penalty is assessed against every passenger car in the fleet, whether or not a

t e fleet meets the standard, and can eas lyparticular mode line o
amount to millions of dollars.

This fleet designation was
orginally

enacted because at that time Congress
feared Big Three production eacs (with high fuel economy) would move
offshore. Ironically, over the past twenty years we have seen automakers,

Ford increasing the fore content of their models so they would be
in an import fleet Given t Is experience the fleet split approach has

clearly backfired, More important, the fleet split designation now Serves as an
inhibiting factor for new auto. manufacturers, both European and Japanése

. owned companies, operating in the U.S. to increase the damestic content of
their U.S. produced cars.

Some new U.S. manufacturers may have to keep their U.S. produced Cars
cr

below the 75 percent threshold because they are the most fuel efficient and
moving them into the domestic fleet would expose their import fleet to
penalties. Meanwhile, others may need to keep their domestic production
below 75. percent because the cars obtain lower fuel economy levels than the

higher mileage car would expose their domestic flect to penalties. In either
case, there is a significant disincentive to use U.S. parts and materials.

current standard and to move them into the domestic fleet without an offsetting

ASSOCIATION OF INTERNATIONAL AUTOMORILE MANUFACTURERS. INC.
21209 © Ta. Gir (ome 703,525,7786 ® Fan 703 S25.4817
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The current dual fleat requirements in the CAFE law are inconsistent with and
: Counterproductive to the U.S. Government's desire.for manufactufers to
increase the purchase of. U.S. auto parts and' materials. This antiquated

-

(and their employees) can be used to the maximum extent possible by al auto -

Sincerely,

Philip
A.

Hutchinsort,
'President and CEO

would welcome the opportunity to discuss this issue in greater detail with you.

em.

:

auto parts and materials suppliers

manufacturers operating in the U.S
:

Should you desire more information on the CAFE dual fleet designation,

Please feel fre to. contact me at (703) 525-7788
:

Manufacturers 11:50
OFC OF THE soc

:

The currént dual fleet requirements in the CAFE taw are inconsistent with and
counterproductive to the U.S Governments desire.for manufacturers to
increase the.

adsto be repealed 60 that U:S auto parts and materials suppliers
tchase of. U.S auto parts and' materials This antiquated

Provision ne
(and, their employees) can be used to the maximum extent possible by all auto
manufacturers operating in the U.S
Should you desire more information on the CAFE dual fleet designation,
would welcome the opportunity to discuss this issue in greater detail with youPlease feel fre to. contact me at (703) 525-7788

Sincerely, :

Philip A. Hutchinsog, Jr
'President and CEO


