STATE OF CALIFORNIA — DEPARTMENT OF FINANCE

MAJOR REGULATIONS STANDARDIZED REGULATORY IMPACT
ASSESSMENT SUMMARY
DF-131 (NEW 11/13)

STANDARDIZED REGULATORY IMPACT ASSESSMENT SUMMARY
Agency (Department) Name

California Air Resources Board
Email Address

william.leung@arb.ca.gov

Contact Person

William Leung
Telephone Number

Mailing Address

1001 I Street
Sacramento, CA 95814

12798429148

1. Statement of the need for the proposed major regulation.
The Legislature has authorized CARB to adopt standards, rules, and regulations needed to properly execute the powers and duties granted to and
imposed on CARB by law (e.g., HSC 39601). Currently, major populated regions in California are still not in attainment with the federal particulate
matter 2.5 (PM2.5) and ozone standards. The importance of achieving further emissions reductions from the off-road sector is getting more critical
as the share of emissions from the on-road sector as a portion of total emissions continues to decline. The Proposed Amendments will achieve PM
and oxides of nitrogen (NOx) emission reductions from restricting the addition of older off-road diesel-powered vehicles and accelerating the
turnover of older, higher-emitting vehicles, ensuring that fleets have consistent compliance obligations and that communities are protected from
toxic emissions from off-road equipment in construction and other sector sources. The Proposed Amendments are expected to reduce diesel
off-road emissions and exposure statewide and will be of particular benefit in disadvantaged communities experiencing disproportionate burdens.
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 Proposed Amendments affect a wide variety of off-road diesel vehicles operating in several different industries. The directly
impacted businesses and their respective amortized vehicle costs (incl. sales tax), maintenance costs and reporting costs for
prime contractors are as follows: mining ($189M), construction ($1,062M), air transportation ($52M), commercial and industrial
machinery and equipment rental and leasing ($258M), waste management and remediation services ($69M), services to
buildings and dwellings ($86M), commercial and industrial machinery and equipment repair and maintenance ($86M), and
government-owned fleets. The Proposed Amendments would not result in any direct costs on individuals. CARB staff
anticipates that the Proposed Amendments could result in indirect costs to individuals to the extent that compliance costs are
passed through to consumers of construction, mining, industrial, government, and other industries. However, CARB staff also
believes that it is unlikely that indirect costs would be passed on to residents of new residential housing.
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 Amendments will result in direct cost impacts to owners of off-road diesel vehicles, public works awarding
bodies and prime contractors. The direct costs include capital costs for new Tier 4 final off-road diesel vehicles, used Tier 4
final off-road diesel vehicles, annual cost for maintenance of Tier 4 final vehicles, and administrative costs for reporting of
public works awarding bodies and prime contractors provisions. The direct costs to government-owned fleets are also
quantified separately in the fiscal impacts section. The total direct cost is estimated to be approximately $1.92 billion from
years 2023 through 2038. Staff estimate that from 2024 through 2038, the Proposed Amendments would reduce cumulative
statewide emissions by approximately 31,218 tons of NOx and 2,729 tons of PM beyond expected emissions reductions
from the base regulation. These emission reductions are estimated to result in health benefits valued at $5.7 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.

CARB staff estimates that the Proposed Amendments will become effective in 2023 and be fully
implemented by January 1, 2036. The SRIA analyzes costs to comply with the Proposed Amendments from
2023 through 2038, more than 12 months post full implementation.
The Proposed Amendments are a major regulation requiring a SRIA because the estimated direct costs
exceed $50 million and the impact on total California output exceeds $50 million in each year from 2023 to
2038.
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5. Description of the agency’s baseline:

For this SRIA, the economic and emissions impacts of the Proposed Amendments are evaluated against a baseline
scenario each year for the analysis period from 2023 to 2038. The “modeled” baseline reflects implementation and full
compliance with existing federal and state emission standards for off-road diesel engines and diesel fuel, as well as
with the current Off-Road Regulation amended in 2010. This baseline uses the 2022 Statewide In-Use Off-Road
Emissions Inventory model to estimate emissions for the baseline, as well as to forecast the number of in-use
equipment each year from 2023 through 2038 for which there are direct costs or benefits associated with the
Proposed Amendments. The Proposed Amendments will introduce requirements that would alter the age composition
of the fleet through its phase-out requirements and vehicle addition restrictions.
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 delays the phase-out of vehicles with Tier 0, 1, and 2 engines by 2 years; does not implement a phase-out of Tier 2 engines for small and ultra-small fleets;
delays the restrictions on adding Tier 3 and Tier 4 interim vehicles to a fleet by 2 years when compared to the Proposed Amendment.
a. Alternative 1 results in costs of $1.7 billion. From 2023 through 2038, Alternative 1 results in emission reductions of 18,254 tons of NOx and 1,256 tons of PM2.5
compared with the baseline.
b. CARB staff rejected Alternative 1 because it is less cost-effective and would achieve fewer NOx and PM reductions than the Proposed Amendments.
Alternative 2 implements the phase-out of vehicles with Tier 0, 1, and 2 engines earlier than the Proposed Amendments; imposes a phase-out of Tier 3 vehicles for all fleet
sizes; implements the restrictions on adding Tier 3 and Tier 4i vehicles to large and medium fleets upon adoption of the proposal; implements the restriction on adding Tier 3
vehicles upon adoption and Tier 4 interim vehicles two years earlier than the Proposed Amendments for small fleets.
a. Alternative 2 results in costs of $2.4 billion. From 2023 through 2038, Alternative 2 results in emission reductions of 38,403 tons of NOx and 3,127 tons of PM2.5
compared with the baseline.
b. Alternative 2 was rejected because it imposes higher costs and low additional emission reductions. It would be less cost-effective to implement than the Proposed
Amendments.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).
CARB staff conducted 2 virtual public workshops, 3 workgroup meetings, and over 20 individual meetings with stakeholders upon request
to gather additional information and feedback during the development of the Proposed Amendments. Attendees of these meetings
included impacted community members, industry stakeholders, local air districts, consultants, construction companies, off-road vehicle
operators, and vehicle manufacturers. Staff established the Proposed Amendments email, ordamendments@arb.ca.gov, so that the public
may reach out to CARB staff at any time. In addition, in August 2021, CARB sent a postcard announcing multiple regulatory efforts,
including the Proposed Amendments, to about 273,000 recipients who own class 3-8 non-gasoline vehicles in California.
CARB staff published two posts on CARB’s Environmental Justice Blog to encourage feedback from underserved community groups in
California that may be impacted by emissions from off-road vehicles or by the Off-Road Regulation. The first post was published on
September 15, 2021 and the second post was published on November 30, 2021. Both posts included information about the current
regulation and the potential amendments along with links to register for public meetings.
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 to businesses and governments that purchase
off-road diesel vehicles. These changes in costs and demand are entered into REMI at the industry level based on the North American Industry
Classification System. Vehicle capital costs, maintenance costs, and reporting costs for applicable fleets are input into the economic model as a
change in production costs in the industries described in item #2 of this form (Table 6 of the SRIA). For government fleets, these costs are input
into the model as local and State government spending, which are fiscal impacts to the governments. Costs and savings incurred by the applicable
fleets would result in corresponding changes in final demand for industries supplying those services or vehicles (Table 34 of the SRIA). The
analysis focuses on incremental change in major macroeconomic indicators from 2023 to 2038 on employment, output growth, and Gross State
Product (GSP). The years of the analysis are used to simulate the Proposed Amendments through two years beyond full implementation.
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