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1. Statement of the need for the proposed major regulation.
Current on-road manufacturers subject to CARB certification fees account for only about one third of the products certified by CARB, and the
fees, capped by California Health and Safety Code (HSC) Section 43019, do not cover the costs of CARB's current on-road certification
programs. Consequently, CARB has historically needed to rely on other funding sources such as the Air Pollution Control Fund (APCF), Motor
Vehicle Account (MVA), and the Vehicle Inspection and Repair Fund (VIRF) to implement our Mobile Source Certification and Compliance
programs.
In 2018 and 2019, the Legislature provided CARB new authority to collect additional fees with the passing of new legislation (SB 854, AB 2381,
and AB 854) to provide a more stable source of funding for the Certification and Compliance Program.

2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the
economic impact on each such category.
The directly affected businesses under the proposed regulation are manufacturers of vehicles, engines, and other affected products. It is
assumed that the costs will be passed on in purchase price. For manufacturers based in California and absorbing costs, the engine, vehicle
and other part costs will manifest in the New Motor Vehicles (NAICS 3361), Motor Vehicle Parts and Accessories (NAICS 3363), Engine
Manufacturing (NAICS 3336), and Other Transportation Equipment Manufacturing (NAICS 3369) Industries as Production Costs totaling to
approximately $10 Million over the lifetime of the Proposed Regulation. The passed on costs are assumed to manifest as increases in
Consumer Price affecting consumers and households seen in Motor Vehicles (NAICS 3361), Motor Vehicle Parts and Accessories (NAICS
3363), Engine Manufacturing (NAICS 3336), and Other Transportation Equipment Manufacturing (NAICS 3369) Industries are projected to total
to $221 Million over the lifetime of the regulation. Finally, the increases in Consumer Price affecting businesses (of all industries-all NAICS
codes were applied) is estimated to reach approximately $147 Million during the lifetime of the Proposed Regulation.
3. Description of all costs and all benefits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as
estimated by the agency).
The Proposed Regulation will increase fees for the processing of Executive Orders which are required for manufacturers to sell affected
products in the State of California. The cost of the fees will be passed on to end-users, businesses and households alike, for all except two
groups of industries. Nearly every product impacted by the Proposed Regulation will be purchased with financing. An average loan period of
five years with a five percent interest rate was included in the analysis. The total cost to industries and households in California will be
approximately $368 Million (amortized figure) throughout the lifetime of the Proposed Regulation.
This proposed regulation is estimated to have no impact on emissions of criteria pollutants and greenhouse gases (GHG). The revenue to
CARB will serve as a new source of stable funding for its Certification and Compliance Program.
4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million.
The Proposed Regulation has its first requirements starting in 2022 and is fully implemented by 2024. The Proposed Regulation is a major
regulation requiring a Standardized Regulatory Impact Assessment (SRIA) because the estimated annual economic impact will exceed $50
Million from 2022 to 2032.
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5. Description of the agency’s baseline:
The economic and emissions impact of the Proposed Regulation are evaluated against the Business-As-Usual (BAU) baseline scenario each
year from 2022 to 2031. The baseline vehicle inventory includes the same vehicle sales and population growth assumptions reflected in the
population data used in the EMFAC emissions inventory, which accounts for all current regulations.

6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe:
a. All costs and all benefits of the alternative
b. The reason for rejecting alternative
Alternative 1 - More Stringent Fee Requirement
a. Would result in $518 million in total amortized costs to businesses and households from 2022 to 2031, $151 Million more than the Proposed Regulation and
$545 Million in Fiscal Revenue to CARB. Alternative 1 would increase revenue more than the proposal by $254 Million.
b. Alternative 1 was rejected because it does not adequately account for the likely potential impacts on manufacturers, especially California’s small business, as
required by statute (SB 854).
Alternative 2 - Less Stringent Fee Requirement (U.S. EPA Structure)
a. Would result in $202 Million in total amortized costs to businesses and households from 2022 to 2031, which is $166 Million less than the Proposed Regulation
and $214 Million in Fiscal Revenue to CARB, a figure approximately $77 Million less than the Fiscal Revenue projected from the Proposed Regulation.
b. Alternative 2 was rejected because does not achieve the needed Fee Revenue to stably fund the Certification and Compliance program at CARB which is
critical to support overall achievement of California's air quality goals.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).
For the Proposed Regulation, CARB staff have held 5 public workshops, attended 3 association meetings, and participated in numerous
individual meetings with vehicle, equipment, component, aftermarket parts, and retrofit manufacturers to obtain business information and
discuss the proposed changes. At the February 2020 workshop, CARB asked the attendees (in-person and webcast) for feedback, and
solicited proposed alternatives from stakeholders.

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and
basis for those assumptions).
The economic impact is estimated with REMI PI+ model 2.4.1 based on the estimates of costs and benefits described above. The change in
costs estimated for industries including New Motor Vehicles (NAICS 3361), Motor Vehicle Parts and Accessories (NAICS 3363), Engine
Manufacturing (NAICS 3336), and Other Transportation Equipment (NAICS 3369) are represented as a change in production costs for that
industry or as changes in Consumer Price for Households and Businesses where appropriate. Allowances were made for specific industries
without passed on costs. All forecasts used in the REMI analysis were updated to reflect the current economic conditions due to COVID-19.
Since there are no emissions benefits resulting from this Proposed Regulation, monetized health benefits were not included in the REMI
analysis. The years of analysis are 2022 to 2032; these years are used to simulate the proposed regulation through more than 12 months post
full implementation of the Proposed Regulation.
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