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For about 27 months, one of the most
technical pieces of India’s automobile
regulation has been the centre of a bitter
fight among carmakers.

Atthe heart of the dispute was a
seemingly simple question: Should
India’s fuel-efficiency rules provide
additional relief to small and light cars,
or should all vehicles be governed by the
same framework? The answer changed
quite a few times between the first draft
of the Corporate Average Fuel Economy
(CAFE)-3 norms in June 2024 and the
final notification on September 29.

The government has now settled the
issue by dropping a special concession
for cars weighing up to 909 kg — a strong
demand by leading small carmaker
Maruti Suzuki India Ltd (MSIL) — while
changing the main CAFE formula itself
to give relatively softer targets to lighter
fleets and tougher targets to heavier
ones. The outcome is important because
the government has effectively
addressed the small carmakers’ argu-
ment without creating a separate regula-
tory category for them.

What is CAFE?

CAFE regulates the average carbon
dioxide (CO2) emissions across an
automaker’s entire passenger vehicle
(PV) fleet.

The target is measured in grams of
CO2 per kilometre. A manufacturer does
not have to make every model meet the
same limit. Its target is calculated using
the weighted average weight of the
vehicles it sells — the manufacturer’s
average emissions across its entire fleet
must remain within that target.

This formula means heavier fleets get
a higher permitted CO2 emission level
than lighter fleets. The system, therefore,
has adirectimpact on product planning,.
Manufacturers can comply by improving
engine efficiency, increasing sales of
electric and hybrid vehicles, or changing
the composition of their fleet. CAFE-3
will apply from April 2027 to March 2032.

The fight starts

The Bureau of Energy Efficiency (BEE),
under the Ministry of Power, released
the first CAFE-3 draft in June 2024.

The proposal envisaged a tougher fuel-
efficiency regime, including a 1,170-kg
reference weight and a CAFE target of
91.7 grams of CO2 per km under the
Worldwide Harmonised Light Vehicles
Test Procedure (WLTP). The Society of
Indian Automobile Manufacturers
(Siam) submitted its initial comments in
December 2024.

But the debate changed direction
when Maruti Suzuki, India’s largest car-
maker and dominant seller of small cars,
separately approached the BEE seeking
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relief for lighter vehicles.

Maruti’s argument was that the struc-
ture of the CAFE formula placed a dis-
proportionate burden on small cars.
Lighter vehicles had lower permitted
emissions in absolute terms and, there-
fore, a tightening of the target could
require a larger percentage reduction for
them than for heavier vehicles, it argued.

The company also pointed out that
small cars remain important for afforda-
bility and first-time buyers. That marked
out amajor faultline in the debate.

The 909 kg proposal

The dispute escalated sharply when
the government issued a revised draft
in September 2025. For the first time,
the BEE proposed a specific conces-
sion for small petrol cars. A petrol
vehicle weighing up to 909 kg, with an
engine below 1,200 cc and length
below 4,000 mm, would receive a 3
g/km deduction in its declared CO2
emissions for CAFE calculations.

The proposal effectively created a
new regulatory category based partly
on weight. That, in turn, alarmed sev-
eral automakers. The principal objec-
tion was that the proposed threshold
would disproportionately benefit
Maruti, which dominates the market
for the lightest cars.

The opponents also questioned why
weight should be used to create a new
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Milestones

June 2024: BEE releases first draft of
tougher CAFE-3 norms

December 2024: Siam submits initial
comments

September 2025: BEE issues revised
draft, introduces 3 g/km special relief for
petrol cars under 909 kg

November 2025: 15 of 19 automakers
reject small-car concession

December 2025: Tata Motors, ]SW MG
and Kia approach PMO, opposing
concession

July 2026: Government issues revised
draft removing small-car concession

September2026: Final CAFE-3 rules
notified without small-car carve-out

definition of small cars. Under the GST
system, for example, a small petrol car is
defined by a length of up to four metres
and an engine capacity of up to 1,200 cc.
Weight is not part of that definition.
There was also the safety argument.
Automakers such as Tata Motors, which
hasbeen leading India’s shift towards
safer cars, argued that stronger body
structures, additional airbags and other
safety equipment can add weight. A regu-
latory incentive tied to keeping a vehicle
below a particular weight could therefore

create unintended consequences.

Tata Motors Passenger Vehicles
Managing Director Shailesh Chandra,
who was also the then Siam president,
said his company did not support
defining small passenger vehicles on
the basis of weight.

The company also stated that several
vehicles around the proposed weight
threshold were already priced relatively
high, so a weight-based concession
would not necessarily translate into
benefits for the lowest-income buyers.

Many divides

The disagreement eventually became
visible within Siam itself. In November
2025, 19 carmakers voted on the pro-
posed 3 g/km concession. Fifteen voted
against it, while Maruti Suzuki and
Renault supported it. Mercedes-Benz
remained neutral and Toyota backed a
consensus approach.

The arguments also acquired a
broader policy dimension. Opponents
informally said a weight-based conces-
sion could establish a precedent for
other regulations: Manufacturers of
909 kg cars could later seek special relief

under GST, road tax or other regulations.

EV manufacturers had their
own concern: Giving a concession
to petrol cars could reduce the
incentive for automakers to shift to
cleaner technologies.
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Matter moves to PMO

The dispute eventually moved beyond
the Ministry of Power. Tata Motors and
JSW MG Motor approached the Prime
Minister’s Office (PMO) opposing the
proposed concession; Kia made its own
representation; Maruti continued to
push for relief.

The issue now evolved from a
technical disagreement over grams of
CO2 into a wider argument over indus-
trial policy: How much should regula-
tions protect affordable cars, and how
much should they push the industry
towards cleaner technologies and
higher safety standards?

Govtchanges formula

The government’s eventual solution was
torevise the main CAFE formula instead
of retaining the special 909 kg concession.

In effect, the government moved
from a steep weight-based formulato a
finely calibrated, year-specific formula
without a separate small-car concession.
The final structure reduces the advan-
tage that heavier fleets get from their
weight, while giving lighter fleets
relatively more headroom.

The September 2025 draft had used
1,170 kg as the reference weight and a
relatively steep weight adjustment,
alongside the separate 3 g/km benefit for
qualifying sub-909 kg petrol cars.

The final framework removes that

concession and shifts the reference
weight to 1,229 kg. It also uses a flatter
weight adjustment, with the annual
multiplier on a declining trajectory from
financial year 2027-28 (FY28) to FY32.

The effect is significant.

Using the final formula, a 909 kg car
has an FY28 emissions target of about
82.8 g/km. Under the September 2025
proposal, the target would have been
about 76 g/km.

Atthe other end, a 2,500-kg vehicle
getsan FY28 target of about 142.4 g/km
under the final formula, compared with
about 151.4 g/km earlier. So the final
framework is relatively softer for lighter
vehicles, which have more headroom
for emissions, and tougher for very
heavy ones.

In effect, the government has pro-
vided some of the relief sought by the
small-car camp, but through the general
CAFE formula rather than a special
exemption. That distinction was crucial
toresolving the industry's legal and
competitive concerns.

EVs and flexibility

The small-car dispute was only one part
of CAFE-3. The final rules also retain
substantial incentives for cleaner tech-
nologies through a “super-credit”
mechanism.

Under this system, a battery electric
vehicle (BEV) is given three times the
weightage of a conventional vehicle
when the company’s fleet-average CO2
emissions are calculated. This means
each EV has a disproportionately large
impact in bringing down the manufac-
turer’s reported fleet-average emissions,
making it easier for the company to meet
its CAFE target. The same 3x benefit also
applies to range-extended electric
vehicles (REEVs).

Plug-in hybrids and strong hybrids
running on flex-fuel receive a 2.5x factor.
Strong hybrids get a 1.6x factor and flex-
fuel vehicles a 1.1x factor.

However, the final EV incentive is
lower than the 4x super-credit proposed
in the June 2024 draft.

CAFE-3 also introduces a credit-debit
system. Manufacturers that perform
better than their target earn emission
credits, while those falling short
accumulate debits. Credits can be car-
ried forward within compliance blocks,
traded between manufacturers or used
through the BEE’s buyout mechanism.

The end of the battle

The final CAFE-3 framework does not
represent a straightforward victory for
either side of the dispute.

For carmakers, the debate will now
move from defining a small car to a more
fundamental question: How they rede-
sign their portfolios and adopt cleaner
technologies to meet progressively
tighter emission targets from April 2027.
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IN THE COURT OF THE
METROPOLITAN MAGISTRATE FOR
EXCLUSIVE TRIAL OF CCB CASES AT

EGMORE CHENNAI

C.C. No. 9151 OF 2000
N.K. SHANMUGAM
Son of late Krishnan

Aged about 77 years

No.127, E-Block, M.S. Nagar,
Chetpet, Chennai— 600 031
Presently Residing at

No.8/34, Brindavan 2nd Street,

Chetpet, Chennai— 600 031
.. Complainant
Vs
1. C. ANIL KUMAR
2. K. AKHILA

Both residing at:
No.15, Chelliamman Street,
Athipet, Ambattur Estate,
Chennai— 600 058
... Accused

PROCLAMATION REQUIRING THE

APPEARANCE OF A PERSON ACCUSED
Under Section 82 of CODE OF
CRIMINAL PROCEDURE

WHEREAS complaint has been
made before me that (1) C. ANIL
KUMAR (2) K.AKHILA, both residing
at No.15, Chelliamman Street,
Athipet, Ambattur Estate, Chennai
— 600 058, have committed (or
suspected to have committed) an
offence under section 420, 406,
467 & 468 r/w 34 IPC and C. ANIL
KUMAR (A-1) could not be found,
and whereas it has been shown to
my satisfaction that the said C. ANIL
KUMAR (A-1) is concealing himself
to avoid the appearance before me;

Proclamation is hereby made
that the said C. ANIL KUMAR,
residing at No.15, Chelliamman
Street, Athipet, Ambattur Estate,
Chennai — 600 058, is required to
appear at Hon’ble Metropolitan
Magistrate for Exclusive Trial of CCB
Cases at Egmore, Chennai, before
me within 30 days from this day at
about 10.30 A.M.

Dated at Chennai on this the 6th
day of October 2026
Metropolitan Magistrate for

Exclusive
Trial Of CCB Cases At Egmore
Chennai
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IN THE COURT OF XXXV
METROPOLITAN MAGISTRATE
(FTC-11), EGMORE, AT ALLIKULAM,
CHENNAI
STC.No.328 OF 2026

Mr. G. Elumalai
S/o. Late Mr. P. Gangadharan
No.12/7, Anjugam Nagar,
3rd Cross Street, Kolathur,
Chennai— 600 099. ... Complainant
'S
Mrs. A. Preethi Sri
W/o. Mr. S. Arunprasad
No.223, Housing Sector,
3rd Main Road, Ring Road,
Madhavaram,
Chennai - 600 060.
... Accused
PROCLAMATION NOTICE
(Under Section 82 of Cr.Pc/84 of BNSS)
Whereas a complaint has been
made before me that Mrs. A. Preethi
Sri, W/o. Mr. S. Arunprasad, aged
about 30 years, residing at No.223,
Housing Sector, 3rd Main Road, Ring
Road, Madhavaram, Chennai — 600
060 has committee (or is suspected
to have committed) the offence is
punishable under section 138 of
the Negotiable Instruments Act,
1881, and it has been returned
to a warrant of arrest there upon
issued that the said Mrs. A. Preethi
Sri, W/o. Mr. S. Arunprasad, cannot
be found, and whereas it has been
shown to my satisfaction that the
said Mrs. A. Preethi Sri, W/o. Mr.
S. Arunprasad, absconded (or is
concealing herself to avoid the
service of the said warrant).
Proclamation is hereby made
that the said Mrs. A. Preethi Sri,
W/o. Mr. S. Arunprasad, is required
to appear before this Hon’ble XXXV
Metropolitan Magistrate (FTC-Il)
Egmore at Allikulam, Chennai to
answer the said complaint on the
30th October 2026 at 10.30 a.m.
Dated at Chennai on this the 03rd
day of October 2026.
XXXV Metropolitan Magistrate,
Fast Track Court at Magisterial
Level — Il, Allikulam, Chennai
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