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1. Statement of the need for the proposed major regulation.
Despite the significant improvement in California’s air quality over the past decades, major populated regions in California are still not in attainment with the
federal PM2.5 and ozone standards, specifically, South Coast and San Joaquin Valley air basins. In order to meet the federal air quality standards and improve
public health, further PM and NOx emissions reductions are needed from the heavy-duty sector. Improvements can be made to CARB's current heavy-duty
vehicle inspection programs. Currently, non-compliant vehicles still operate on California roadways with excessive emissions, and it can be challenging to find
and ensure these vehicles are compliant with our regulations.
The Proposed Regulation would establish a comprehensive heavy-duty inspection and maintenance program to ensure that emissions control systems on
heavy-duty vehicles driven in the State of California are operating as designed and are repaired when they malfunction. A rigorous inspection and maintenance
program is needed to ensure emissions control systems are properly maintained and the originally certified emission standards are met throughout vehicles’
operating lives.

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 entities are trucking fleets and owner-operator truckers. In each year, these entities operate between 1.1 million to 1.4 million heavy-duty
vehicles that will be affected by the Proposed Regulation.
The costs to directly regulated parties include repair and maintenance costs and recurring costs for maintenance, fees, enforcement and program administrative
costs. The total direct cost borne by the truck transportation industry is $2.1B from 2023 to 2037. The direct cost incurred on a typical fleet of seven heavy-duty
vehicles in the year of greatest impact is estimated to be $2,104.
The Proposed Regulation would not result in any direct costs to individuals. However, staff anticipates the Proposed Regulation would result in indirect costs to
individuals to the extent that compliance costs are passed through to the ultimate consumers of trucking cargo.

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 consist of ongoing costs related to: vehicle testing, vehicle repairs, compliance certification fees, tester training, and reporting costs. The cost to these
affected entities from 2023 to 2037 is $2.1 billion, with annual costs ranging between $84 million to $332 million.
Benefits: Under the Proposed Regulation, some heavy-duty vehicles would no longer be required to perform annual smoke opacity testing. The associated cost
savings would be approximately $424 million from 2023 to 2037. The Proposed Regulation will provide statewide emission reductions of 2,904 tons of PM and
312,716 tons of NOx. As a result, the Proposed Regulation will provide benefits to individuals in the form of decreases in incidence of cardiopulmonary mortality,
hospitalizations, and emergency room visits. The health benefits of the Proposed Regulation are estimated to be $33 billion.

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million.
Impacts of the proposed regulation were analyzed between 2023 to 2037. In each year, the total direct costs exceed $50M.
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5. Description of the agency’s baseline:
The economic and emission impacts of the Proposed Regulation are evaluated against the current baseline scenario for each year from 2023 through 2037. The
Proposed Regulation’s baseline reflects the implementation of the currently existing Federal and State laws and regulations on the vehicles. The Proposed
Regulation would affect non-gasoline combustion heavy-duty vehicles with GVWR greater than 14,000 pounds. The Proposed Regulation’s emission impacts are
estimated using CARB’s EMission FACtors (EMFAC) model. The EMFAC’s emission baseline assumptions for the Proposed Regulation reflect currently existing
adopted regulatory requirements such as the engine certification standards, the Heavy-Duty Vehicle Inspection Program and the Periodic Smoke Inspection
Program.
The Proposed Regulation would interact with the proposed Heavy-Duty Omnibus Regulation that has not yet fully adopted. The HD I/M SRIA baseline does not
take into account the proposed Heavy-Duty Omnibus Regulation; the baseline without the Heavy-Duty Omnibus Regulation included is referred to as “legal
baseline” in this SRIA analysis. Nevertheless, CARB staff also performed an additional scenario including the Heavy-Duty Omnibus Regulation in the baseline
(referred to as “modified baseline” in this SRIA analysis) to more realistically portray the Proposed Regulation’s impacts.

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: Less Stringent Periodic Testing Requirements than the Proposed Regulation
a. Alternative 1 results in costs of $1.6B, 1,955 tons of PM reductions, 208,350 tons of NOx reductions, and monetized health benefits of $23B from 2023 through
2037.
b. Alternative 1 was rejected because it is estimated to produce less emission benefits than the Proposed Regulation. In addition the cost effectiveness of
Alternative 1 was lower than the Proposed Regulation
Alternative 2: More Stringent Periodic Testing Requirements on non-OBD Vehicles with 2010-2012 MY Engines
a. Alternative 2 results in costs of $2.7B, 2,904 tons of PM reductions, 336,960 tons of NOx reductions, and monetized health benefits of $36B from 2023 through
2037.
b. Alternative 2 was rejected because it is projected to have a lower cost-effectiveness than the Proposed Regulation. Also the trajectory of market forces would
be unlikely to support the creation of the market infrastructure necessary for fleets and owner-operators to seamlessly comply with the Proposed Regulation, as
non-OBD MY 2010-2012 engines are a small part of the market and will become obsolete in the near future.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).
During the course of the rulemaking for the Proposed Regulation since late 2019, CARB staff conducted numerous individual meetings with members of
impacted communities, environmental justice advocates, air districts, industry stakeholders (including vehicle owners, fleet associations, owner operator
associations, testing device manufacturers, and original equipment manufacturers (OEM)), and other agencies. Meeting formats included public workshops,
workgroup meetings, webinars, teleconferences, and individual meetings, all with a wide range of stakeholders. CARB staff conducted workshops and workgroup
meetings open to the public to discuss developments of the Proposed Regulation. All of the workshops and workgroup meetings were announced with issuance
of a public workshop meeting notice at least three weeks prior to their occurrence. The public notices were posted to the program’s website at Heavy-Duty
Inspection and Maintenance Program: https://ww2.arb.ca.gov/our-work/programs/inspection-and-maintenance-program/Meetings-and-Workshops, and sent to
almost 5,000 subscribers of the Heavy-Duty Inspection and Maintenance public email list, as well as to subscribers of eight other CARB email lists for topics that
have relevance for the Proposed Regulation. Full description of the methods CARB used to seek public input is included in 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).
CARB utilized REMI Policy Insight Plus Version 2.5 to estimate the macroeconomic impacts of the Proposed Regulation on the California economy. CARB uses
the REMI single-region, 160-sector model with the model reference case adjusted to reflect the Department of Finance conforming forecasts. These forecasts
were released with the May Budget Revise and include California population figures, U.S. real GDP forecast, and civilian employment growth numbers dated
April 2021.
The Proposed Regulation is simulated in REMI by increasing production costs for directly affected entities to reflect the costs of repair and testing, and recurring
costs for maintenance, fees, enforcement, and program administrative costs. The truck transportation industry (NAICS 484) is used to represent fleets and owner
operators. All economic impacts that result in an increase in demand are modeled as increases in exogenous final demand for those industries. The impact on
state and local government is modeled using REMI's government employment and government spending policy variables. The years of analysis are 2023
through 2037 to simulate the impacts of the Proposed Regulation 12 months post full implementation.
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