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1. Statement of the need for the proposed major regulation.
Mobile sources including cars and trucks contribute a significant amount of smog-forming oxides of nitrogen (NOx) and the largest portion of greenhouse gas (GHG) emissions in California. The proposed ACC II
regulation will help to achieve California’s criteria pollutant and GHG reduction goals by accelerating sales of zero emission vehicle (ZEV) technology and reducing real world emissions from internal combustion
engine vehicles (ICEVs). Additionally, the proposed ZEV assurance measures, including staff’s proposals to increase serviceability and durability of ZEVs, will ensure consumers can replace all ICEVs within
California households with vehicles that meet their needs for transportation without harmful emissions.

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 vehicle manufacturers, who are estimated to incur costs to produce ZEVs and comply with low emission requirements for non-ZEVs. It is assumed
that these costs as passed on to individual, business, and government end-users in California through increased vehicle prices. ZEV purchasers are estimated to realize significant operational savings, through
reduced fuel/energy costs and repair and maintenance costs, such that the total cost of ownership results in a net savings over the vehicle lifetime. Based on the composition of the California light-duty fleet, it is
estimated 91 percent of the cost and savings would be realized by individual vehicle owners, 8 percent by businesses across all industries, and 1 percent by state and local governments.

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).
Costs: The proposed regulation will increase the number of ZEVs sold in California relative to the baseline. Overall, these ZEVs have higher upfront capital costs but lower operating costs, which over time results in
net savings for end-users in California. Over the regulatory horizon from 2026 to 2040, the total cost of the proposed regulation is estimated to be $288.9 billion and the total savings is estimated to be $338.3 billion,
resulting in a net savings of $49.3 billion. Of this net savings of $49.3 billion, $15.87 billion results from reduced tax and fee revenue which is a negative fiscal impact to state and local government. Annual net costs
range from -$12.4 billion to $776 million.
Benefits: By increasing the number of ZEVs and reducing the emissions of non-ZEVs sold in California, this regulation is estimated to decrease emissions of criteria pollutants and GHGs. The decrease in criteria
pollutant emissions is estimated to reduce adverse health outcomes in California which are valued at $14.6 billion from 2026-2040. Additionally, the decrease in GHG emissions generate a global benefit through the
avoided social cost of carbon which ranges in total value from $10.9 billion to $46.0 billion from 2026-2040.

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's first requirements start in 2026 and are fully implemented by 2035. The proposed regulation is a major regulation requiring a Standardized Regulatory Impact Assessment (SRIA) because
the annual economic impact is estimated to exceed $50 million across all years of the regulatory horizon (2026-2040).
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5. Description of the agency’s baseline:
Each year for the analysis period from 2026 to 2040, the economic and emissions impacts of the proposed regulation are evaluated against the business-as-usual (BAU) baseline. The BAU case for the economic
and emissions analysis for the proposed amendments is referred to as the baseline and uses the same vehicle inventory for both analyses. The baseline vehicle inventory includes the same vehicle sales and
population growth assumptions currently reflected in CARB’s latest version of its emission inventory tool, EMission FACtor 2021 (EMFAC2021). EMFAC2021 reflects the latest planning assumptions, and CARB’s
current light-duty vehicle GHG and ZEV regulations. The baseline also considers the effects of the Advanced Clean Trucks regulation, the Low Carbon Fuel Standard, the Renewable Portfolio Standard, and the
longer-term requirements of the 100 Percent Clean Energy Act of 2018.

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: A lower ZEV sales requirement (70 percent) by 2035.
a. Alternative 1 would result in a total cost of $290.0 billion and savings of $338.3 billion ($55.8 billion net savings) from 2026 to 2040, which is $6.5 billion more cost-savings than the proposed regulation. It would
reduce emissions less than than the proposal, resulting in public health benefits valued at $9.6 billion from 2026 to 2040, which is $4.9 billion less than the proposed regulation.
b. Alternative 1 is rejected because it fails to maximize the number of ZEVs deployed and does not maximize NOx, fine particulate (PM2.5), and GHG reductions.
Alternative 2: Accelerates the 100 percent ZEV sales requirement to 2032.
a. Alternative 2 would result in a total cost of $347.7 billion and savings of $374.4 billion ($26.8 billion net savings) from 2026 to 2040, which is $22.5 billion less cost-savings than the proposed regulation. It would
reduce emissions more than than the proposal, resulting in public health benefits valued at $16.2 billion from 2026 to 2040, which is $1.7 billion more than the proposed regulation.
b. Alternative 2 is rejected as the more aggressive timeframe raises questions about feasibility for manufacturers to comply with its requirements. It increases costs and has a lower Benefit-Cost ratio than the
proposal.
Alternative 3: Accelerates the phase in of the 100 percent ZEV sales requirement, resulting in higher electrification from 2026-2030
a. Alternative 3 would result in in total cost of $337.4 billion and savings of $377.0 billion ($39.6 billion net savings) from 2026 to 2040, which is $9.7 billion less cost-savings than the proposed regulation. It would
reduce emissions more than than the proposal, resulting in public health benefits valued at $16.3 billion from 2026 to 2040, which is $1.8 billion more than the proposed regulation.
b. Alternative 3 is rejected as the more aggressive early targets raises questions about feasibility for manufacturers to comply with its requirements and market readiness. It increases costs and has a lower
Benefit-Cost ratio than the proposal.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).
Consistent with the Board’s long-standing practice, staff sought input from stakeholders and the public through various outreach events, including public workshops, stakeholder working groups, individual meetings
with manufacturers and component suppliers, environmental and equity advocacy organizations, and other interested stakeholders, and a community listening session. These informal pre-rulemaking discussions
provided staff with useful information that was considered during development of the Proposed Regulation.
Staff solicited for regulatory alternatives at the August 11, 2021 Public Workshop. A complete listing of previously held public outreach and events appears in Section 1.8 of the SRIA.

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 using the REMI PI+ model based on the estimates of direct costs and benefits described above. The incremental costs estimated for individuals and businesses are input as
changes in consumer prices and spending, and production costs, depending on the item. These changes in consumer prices and spending, and production costs realized by vehicle end-users have downstream
impacts to providers of these goods and services, such as gasoline production and sale and vehicle repair and maintenance service; these are input in the REMI model as changes in final demand. Costs for state
and local governments are input as a change in government spending. The portion of the public health benefits which are monetized based on cost-of-illness (COI) methods are input into the REMI model as a
reduction in consumer spending on hospital care, with a corresponding increase in spending on other goods and services and savings. The avoided social cost of carbon represents a global benefit and is outside the
scope of our model. The years of analysis are 2026 through 2040; these years are used to simulate the proposed regulation through more than 12 months post full implementation.
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