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Environmental factors
and market forces are
helping to impact what—
and who—is steering
the future course for

the auto industry.
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Automakers, too, are paving close watch. Hence the increasing
intrestudtion of hybrld cars and tracks, vehicles that are powered

by a rechargeable battery comhbined with gasoling in o

deliver the enmergy efficiency that more and ms
leoking tor.
Im fact, hvlbrid sales are expected

with only three hvb

id electric mod

reportd the 2003 Hybrid Electric Vehicle Outlock

-
||

third guarter 2003, released in October by 1.D. Powers.

manulaciurers are prepdarung o introduce g

etectric models over the next two vears, and |
gxpected to axceed 177,000 by 2005, A toial of 258 models—18
truckand 10 car models—are axpecred to oiter hvbrid powertrair
opions in 20045

That translates mig LS. consumer purchases ol aoproximaneh,

350,000 hvbrid vehicles annually by 2008, &

been revised down from previous expect
the fact that some automakers have revised plans o produce

hybrid elecrric vehicles, with many delaving the release af =o

THE CLEAR ACT

dropping models from their hvbrid

the price premium charged to

nas undergone some #ig-

over the past several vears, and those changes
i many of the manufaciurers o adopt 4 walt-and-see
sawd Walter MoManus, executive director of sglobal
Ar .0 Power, whose ootlook was based o lis Morth
motive: Forecasting data and (g {irm"s comsumer
Ok SLECIric

vehtcles are-s1ill a growing portion of the mar-

wet, hut their share is rising at & slower rate than we previously

pected,” he continued, “Highér-than-expected initial retail prices

will slow sales prowth, and slower sales grosth will keep prices

zase dramaticaliy as more hyvbrid wehicles;

Iy in sszments other than compact cars, begame available,

slectric model in the U8, market was the
Frivs debuted the following

in 1999

The Tovora

TAX INCENTIVES FOR CLEAN,

T ax incentives lo encourage consumers to purchase the cleanest,
most fuel-efficient vehicles on the market have long been a
legislative priority for the Union of Concerned Sclentists” [LCS)
Ciean Vehicles Program. From 2000 to 2003, UCS has worked with a
bipartisan group of senators-and representatives to develop =
comprehensive package of tex eredits for the purchase of the full
range of alternalive-fuel or advanced-technology vehicles, from cars
and 5UVs lo buses and delivery trucks. Its goal has been to ensure
that these credils are tied to strong envirenmenizal performance,
Taxincentives, says the UCS, are an imporlant complement to the
toughier regubalions for cars and {rucks that it kas-been fighting fos
and winning. Once these tax bensfits are passed, it will be critical to
ensura that consumers and businesces know Lhay dre available. Theze
incentives will also boost local efforis 1o reolace diesel fransit and
schoo] buses with alternabive-fuel modets, making advanced
technologies more accessible to ransit authoribies and school districls
On March 3, 2003, UCS joined wilth Sen. Orrin Hatch (R-UT), Ra
Dave Camp (R-MI). and representztives of the alternative=fusls industry
and the aulo industey lo announce the reintroduction of ihe CLEAR Act
{5, 505), which is designed to provide Lax incentives for ciean advanced
vehicles. The ca-sponsirs of the Senate bill inciuded iohn Rockafsller
(D=, James Joffords [I-vT3, Lincoln Chafee (R-RI)

fillary Clinfon
[D=NY¥), fohn Kerry {D=MA], Joszph Lieharman [D-CT), Qlympis Snowe
[R=ME]. Gordan Smith {R—0OR]), Zll Miller (D-GA), Mark Davion [D-MN)
and several others: On April 3, 2003, the CLEAR Act passed through the
Senale Finance Committee with strong environmenial performance
criteria intact: in the House, Rep, Camp miroduced lhe com

panzon il
H.R. 1054; Bul the bill was weakened by the House Ways and Maans

EFFICIENT YEHICLES

Commettee dramatically, says tha UCS, when it removed the hybrid tax
credit and replaced it with a credit for diessl vehicleg, which can bo
three o 10 limes diclier than the hybeids and other technologies targeted
n the original Bill. This weakened version then passed the full House'on

Apri 11, 2003 UCS saye it will continue to work with itz allkes ta gel the

environmentaily responsibie Senale bill passed and signed into law:

Existing Tax Break Phaszing Out
&s of April 2003, hybrid car buyers are ehigibils For a Tederal incamo tax
deduction. In Fact, buyers can bBenelit from the lax deduction even if
they boughl [Rer hybrid in 2002

In May 02, an MS press release declared gasolinefelectric hyhrids
efgibie for tax deductions 25 “clean fuel” vehicles under lhe Energy
Policy Acl of 1992 [PL 103-288). The amount of the deduction
depends on the cost of running the vehicle on the eleciric system bhat
supplemenis the gas enging. Once autamakers have certified those
cosis, the [BS will set the deductions for each model, up to $2.000.

The deduchon can be claimed on line 32 of the Form 1040 federal
tax returmn. Individuals who have already bought a hybrid can' File an
amended relurn for the year they boughl the: car

The clean—fuel bax deduction i=set to end after 2006, with $500 less

availabie each year as the deduchon is phased oul. ff the CLEAR Acl
passes this year, the UCS notes there will be generous, perlarmance—

Based lax deduclions available for the purchase of a wide range of

. oattery eleciric wehicles. fusl cells and alternative~fuel buses
ucks throdogh 20010:

hyberi

and §

Source Unron of Concerned-Scientssts fiwwwr uesusa.orgl
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year. and the Honda Civic Hybrid went on sale in 2002, The Grst
full-size pickup hybrids—Chevrolet Silverado and Dodse Ram—

hir commercial fleets this yvear and wil

AT

early 2004. The first SUV hybrid, the Ford Escape,
dizlerships in 2004,
“Trucks should account for about

2005 and &4 percent of hvbrid s

brid =ales by

Me

Manus- said.

"We know, based o 1.D; Power and Aszsociates siudies; thar

consginers express interesl i @ hvbrid powenrain aption in 1he
same segmenté as their current vehicles. Trucks generally ars
more popular than cars, and they will be moare popular in the

hvbrid market az well.”

While hybrid wehicles are stirring up interest among Consumess,

INDUSTRY COLLAEBEORATIONS

ecognizing the market forces at play and the environmental

concerns at risk. here’s four industry erganizations that are
exploring the Tuture course of the sutomotive indusiry,

F The Suppliers Partnership lor the Environment [5F) was
formed by severatcompanies in the-automobile industoy
working tegether with General Motors and the Environmenial
Protection Agency. 5P's mission is Lo wdenlify, address and
pursue systemalically the challenges and cpportunities that
are avatlable within the auto mobile supply chain to imprave
the environmenl and, in addilian, the bollom fines of member

9

The Californla Fuel Cell Partnership is a collaboration o

COmpanies:

www. supplierspartnership

companies, luel providers, Tuel cell fechnotogy companies
and government agencies that is exploring the path fo
commercializing fuel cell electric vehicles

www fuelcellpartnership.org

-

FreedomCAR {Cooperative Automotive Ressarch) i an
indusiryfgovernmenl research inilialive focused on
collabaralivie, pre-competitive, high=-risk rezearch todevelon
the componen| techniologies nacessary (o provide a lull range
of affardable cars-and lighl lrucks that will free the nation’s
personal lransportalion system from petroleum dependence
and from harmful wehicle emissions, withoul sacrificing
freedom of mobility-and freedam of vehicle choice
http-}/uscar.orgl/frecdomcar/

The S5ustainable Mobility Project of the World Business Council
Far Sustainabie Developmen] (WBLSD) was eslablished lo point
the-way lo mobility systems worldwide that are more efficient,
maore eguitable and fess environmenially and socially disrupiive,
while preserving lhe henefils thal mobilily svitems provide.
www. whesd.arg

tcles will anly represent about one percent of the market

reach two percent market share by 2008, says 1D

15 vear based on sirong Civic Hybrid sales. As other

turers enter the hybreid market, Tovola's hvbrid share'is

o drap from 39 percent in 2003 to 20 percent By 2008—
about thee game 4: Honda's projected share for 2008, General
Al

VOIS 5 £

spercied 10 gee growth from less than two percent mar
ket shame in 2003 (o nearly 33 percent by 2008, DaimierChrvslers
]

market should tnerease from shightly more

00 to nearly 15 percent by 2008, while Fard

wild grow from zero percent in 2003 o six

percent by 2008,

MARKET SEMSITIVITY
rions ¢ould change dramatcally, suggests a study

e World Rescurces Institute (WRI) and

But those predi

C

agenvent (SAM), which analvzes how clic
wilickes can afiect the financial periormance and
ing olobal aute companies. The report,
of £

HUE

Tt Climate

fange on

Creation. & the Awtomo Industry,

uses new indicators of a company's performance. A product of
WRI's Sustainable Enterprise Program, it iz intended 1o help

better-inf

invesiors mak med deciztons regarding investments

auto

markar in which COMPanies compete s nereds-

ingiv being defined by concern over climate change,” said Jonathan

Lash, president aof WRI. "From Europe 1o Japan to California, new

policies and commitments are challenging companies 1o make less

an-intenaive and more fuel-eiicient vehiclas,

As a growing number of countries adopt measures o address

climate change. auto company profits will become increasingly
sENsitive (o pressures 1o reduce vehicle carbon dioxide (C0O:)

emissionz and improve fuel econmmy, Investors and pontfolio

managers will need o start considering these influences and their

impact on company finances when buying aned selling stocks
Though carbon constraints create both risks and opportunides

for the

as a2 whaole, the osks and opportunities fall differ-

c on the 10 companies thar the report assesses: BMW,
DaimlerChrysier, Ford, General Motars, HMonda, Nissan, PSA
eot- CitroEn Group, Renault, Toyota and Volkswagen

According to the report. companies producing bow-carbon

vehicles and possessing superior carbon-reducing technologies
should see marker share increase and competitive advantage
these developments take hold. In contrast, companies

e
L

BTOW 45

na

t have more carbon-intensive venictes and that are lagying

behind in the race o develop lower-carbon technologies could
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sutfer from lower sales, increased cos

Fence, carbon constraints could have a strong

petition witlin the mdusire.

risks and opportunities that c:

key measurements of the nsk facing companies are “carbon

intensity of profits” and “value expozure.’

e carbon intensity of

Prolfs capiures 1ne degree 1 W ICT

current profits. are derived from high carbon-emiming vehicles

Companmg the carbon intensiiy of profits 1er difterens TrArEs
allows investors 16 assess the rel; ar difficulty that a

manutacturer 1aces 1 resp

\'hllil.‘illll.' Ih alll L":-'\.rill'l.-ll,-l_ al e Cosls 1514

new carbon consiraints, The report

finds
in meeting carbon consiraints could vare by 3 factor of
The incdusery

(MIsetting the risks are important new

Opponiunities for car

Companigs: 1o i'ﬁ|ll'.-i".|:.f.-‘.:' On Carpnn consira EVElIDPID

ISEeIEENT, he repoTt

techuolopies. In & managemen: guality
analyzes which companies have the best opportunity o benefit

from carbon constraints by developing and commerclalizin

lower-carbon technelogies—clean diese

110]! auto market in which companies compete is increasingly being
definedby CONCEerM over Climate

change.”

—|onathan Lash, President, World Resources Institute

Tovora has: the strongest manage:
2 lower-carbon technologies, with -a

fnologies ikely o conier competi-

Investors and portiolio managers will need to

he management quality of companies regarding

5, 50

‘hnoalio theal (hew can ivest in those com-

positioned to capitalize on carb

1 Constraints.

s appear to be a tedal issue for value

into accoumt

0 assess what impact
have tor companics” estimated cam
While some compantes’ earnings
cent because of carbon constraints.

ine by as much as 10 percent—indicating just how

1O [EANARELs,

imporant this issue is for investors and: portd

dints could significandy affect earnings and com

the olobal auto industry,” said Alois Flate, head of

It 15 critical that portiolio managers understand the

: and begin e differentiate car
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THE NEXT GENERATION PRIUS

Tny-::ta has been a leader in designing hybrid vehicles that
combine an Internal combustion enging and electric motor for
over five years. Currently, the automaker has over 100,000 hybrid
vehicles currently on the road, and judging from the next generation
Prius’ Hybrid Synergy Drive® syslem, the extensive experience has
been put to good use. Hybrid Synergy Drive seamiessly integrates all
aspects of Prius” hybrid system, fram the preper mix of the eleciric
motar and gas engine lor optimum performance and efficdency, lo the
regeneration of electricity via Prius’ unigue braking system. In addi-
tion, a new hybrid powerplant offers & more powerful electric motor,

a smaller yet more durable battery pack and o refined VVT-f gaa

onglne, The result is a Prius with improved horsepowaer and lorgue.

Thanks to Hybrid Synergy Drive, the Prius iz also one of the m

s o

envirenmentally considerabe vehicles an the plane) W oemisiion
levels meetl the-standard sel lor an Advanced Technology Partal 2
Emission Vehicle (AT-FZEY] by the Californiz Air Resources Board,

which means the Prius produces nearly 80 percent fewss smos-forming

pollukants than the average new vehicle. The Prius also features hy=-wire
technologies like slectranically contrailgd shifting and throible (nacmally
reserved for el airplanes), which enhance performance and increase
elliciency by reducing vehicle weight.

wWhat-sets the new Prius apart from any other 21st-century vehicle?

Consider these benafils:

} A combined EPA cit

J00% EPA-est

wihwy fuel economy estimate of 35 mpa,

ated B0 city /51 higheway/535 cambined mpy

Actual milezge may vary.) Ils perfarmance and acceleration s
comparable Lo a conventional car with a Z.2-liter engine.
¥} The Prius mever needs Lo be plugged=in for recharging. During

cperstion, the vehicle’s battery is cecharged via an anboard

GEnET powered by the gas engine. and an ingenious
regenerative braking system

P Frius’ interior provides a unigue mix of comfort and versatiliby:
roamy sealing for fhee, £0/40 splil fold-down rear seals. an
2r hatch-and

ESSY-3CCETS FE 8 hidden storage compartment

hthe carge deck

wrk Entry & Shart allows the delver to autamalically unlock

1 3004 Toyeba Prius is remarkably affordable,
IRS b credil
purchase incentive. Buyers wheo purchase a new Prius {|RC Section I794)

g the Privs an even mare aliraclive value is.an

within the calendar year 2003 may be eligible to recetve a federal tax
deduction

WOEWLCRID. 3. a0V

of up o 32.000. For mare infarmation on bhis'program, sl

V istean Carp. (NYSE: VC). one of the worid's leading suppliers of
automotive components and inkegrated systems, has been
included in the Dow Jones Sustainability Werld Index for the Ehird
conseculive year;, Dow lones Suslainability World Index

companins are selected based on their .‘|b-I|I'.':|' By
integrate financial, social and environmental suc-
cess Factors into thelr stralegles and operalions

Vislean was selecled based an numeraos

practices initiabed wit he company. Inc

environmenial management systems,

fraining, formal codes al conduct and community

mvelvemenl. Through the Visteon Fun

for examgple. o
L1

employess around the gicbhe can recommend hal corparale

danations be made {o charilable orgariizalions withn

al

camemunibes {hal focus on children ang the envaronm

Ancther example of Visteon s commilment to the

communily and the

environment is the recenthy-opened waler restment pl

| 2! the company’s

aultormalive hrmale syalems manulaclurmg faciliby 1n El Margques.,

Duerelaro, Mexico. Previously, the water used in ihe plani™s production

processes was sent to a treatment facility about 150 kilomeiers away
resulfing in high cosis and Lome risk of spills during ranspottation

In Ehis mewd frealmen] plant, Visteon can treat up to 300 filers of waler
per doy. By evaporating the water. the plant transforms the entire waste
volume ' into'a very small amoont of solid wa

e, The wiEtle it then con-

centrated for treatment outside the plantin compliance with
emnignmenlal regalalions
Committed o doing business in a responsiole mannmer, Visteon

5 itg pwn enviranmental 2nd

dopment anbialives, w et posssble,

tsteon’s selaction bo the index for bhe third vear

ina row is confirmation of our dedication to pursue

communibies m which we operate and

ropmental stewardship.” says Gary Mayo.

tean's director of corporale social fespoams ity
Each voar the standards Tor selection o the index
Decome more rigorors as skakehiclder expectaticns for

corporate commitment to sostaimahility issoes ingreasae”

& invesiment diocisicns: of

s influences |

4% asset managers

use Uhe Do

naos Sustamabihty World Indax as-an objective

i0s destgned (o SUpport companies

e a lesting Tull-service supplier bhal delvers cansumer-

n bechnology solulions lo.aufomotive manulacturers worldwide

gnd through multiple channeis within the global autamative aftermarkel,

sly 75,000 entployeecs and o global delivery

Wisheon has 3
sysiem of more:-than i lechnical, r'..1|1|_.l-7.|:h_|rir|;|. sales and seryice

LUTREF

Faci
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GM DRIVES A SUSTAINABLE
FUTURE

CHARACTERISTICS OF

A LEADER

BY BETH LOWERY,
GH VICE PRESIDENT,
EHVIROMMEMT AMD EMERGY

Almust a century alter President Theodore Roosavell |
the conservation and preservation of cur nation’s natural
wonders, General Motors' products, research and lacilities con-
tinue to drive the spirit of his idea: a sustainable future. s
recently announced plap o introduce hybrid technology te GM's
mpsl popular and best-seliing vehicles—full-size |ruchs and
SUVs=is just one example of the carporate-wide inlegrabion af
ity suslainabllity goals,

This year, GM began

commear proou

hybrid pick-wp b . which

il111":'. ove fuel economy By

percent. By Z0O7, GM will offer a

comprelensive iybeoed prodo

lineup that will improve lue

ecgnomy by 25to 35 parcent. But

applications,;

throughout 1
reason, il alio has infegraled

suslamghie ¢

areas of jts busi

Three

BEoth Lowry
fa]t]

luel boslers, greatly reducing emissions and dependence an non—

E uzing

renewdble energy sources Dlher GM lacililies are n the process

of applying lhis lechnology

Tweg M sites were recently c2

Council and lauded for wild
mental education programs, The Lordstown Assembly plani in Ghia

in hame Lo o 20-acre wildlile preserva.

nosts. GM ol Canada’s headguarters in Gshaw

L Oatario was

reforested with 38,000 trees ang shrobs 1o enhance 2 habital for
numeraus-ammals, mchating 303 speacres of birds, creating the
105-acre McLapghlin Bay Wildlife Reserve

GM's charmicals, resource and oil Managemen| programs. which
treal waste a4 valuable resources, helped iis Morth &merican
gperdlions achigve 3.39 percen| reduction in man -
cver the past tive years.

The Suppliers Partnership for The E
G i

aulamolive suppliers. facilitates

the U5 fnvirgrmenial 2

environmental best practices theough b

WEimately, the Tulare ol &R

and society is in the
rera-emissian hydrogen fuet celis. GM has invested 2 billion dollars
v the research and development af this sustainable technofogy

creating innovations inautomaotive and non-aulomotres

e gxten] ol GM's commilment to gener
selubions goes beyond just ane plan. It louches seary part ol it
business. Itis a commitment that recagnizes the imporlante af The

Fulure—1heirs and yours

BY KAREMN 5LOAN

Wbei: iz-a true leader? The anawer Iz quile simply and sasily

demansirated by Robin Erickson, the circulation transporta-
Hon manager at 5all Lake Cily"s Mewspaper Agency Carp, With the
assislance of Ford Malor Co. she made & bold decision to lake her
Heel in 2 new direction. This decision proved to be the benchmark

for corporate and community leadership,

DEDICATION TO IMPROVEMENT
Erickson was dedicated o flinding a fleel bransportation ophon thal

was economical, Her decision to run a natural gas vehicle fleet has

ted in an annual fuel cost savings of over $322,000. Weorking wilk
her natural gas provider, Erickson i3 able to lock inlo an annual nabuaral

gas rale thal is considerably cheaper than current gasoline prices,

AW ITg these inora 2 SAVINGS te become a3 regular occurrenge

whan cperating 38 Ford nafura! gas vans. A secored rabe also enables

ckion to budgel her expenditures with precision each quarter:

Her dedicabon lo finding a successful fleet alternative nets her
additional savings in maintenance. Becawse her Ford natural gas vans
oparals on & cleaner ht.-rr'ing fuel, preventative maintenance is
exlended and parts such as spark plugs are in operation considerahby
ienger than with gaseline vehicles. This has resulted in an annual
maintenance savings of aver 100,000 for her Neel

Ooar

annually can certainly be considered an improvement.

ing & flest thal reduces annual expenditures over $400,000

CONSIDERATION
Ericeson and The Newspaper Agency are very aware that they use
ratura! resources to produce their end-product. “We usea lal af
paper, 2 by—product of irees and wo wanled bo be able to give
somaelhing back lo the community,” explained Erickzon.

The Newspaper Agency was ahle io give cleaner air back la

thei

communities by running Ford natural gas vans. Based on her
eshimalion thal each ol the Mewspaper Agency’s vans ravels

spproximately 100,000 mifes

annuzlly, Erickson calculates that
het B8 Ford natural gas vang roduce

carbon monoxide emissions by

more than L000 pounds per vehicle
DET YEaT VErsus f__;eml:.-:-': waliigles
Each year, her natural Qa5 Vans
reduce T by almost 100L000

poonds Thal is certainly consideralel

SUCCESS

Success for a delivery Flest means

oefling prog

on ime v

Erickson’s Fleel is ableto access High Occupancy Viehicle (HOV) lanes
with only single occupants becawse in Sall Lake Ty environmental
weticlet restive special consideration. Enckson’s fleet bypasses daily
rush hour tralfic zo newspaper defivery 5 more efficent and timely

Thisis leadership at work: Robin Erickson is just ono example of
hovw Ford's alternalive (uel vehicles can make you a leader. Erickson
fleel managers to fake the leadership challenge and
=ad like she did.

iviles alther
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