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1. Statement of the need for the proposed major regulation.

Mobile sources and the fossil fuels that power them are the largest contributors to the formation of ozone, greenhouse gas (GHG)
emissions, fine particulate matter (PM2.5), and toxic diesel particulate matter. In California, the transportation sector alone accounts
for 41 percent of total GHG emissions and is a major contributor to ground level ozone and particulate matter. The proposed Advanced
Clean Fleets (ACF) regulation, in concert with existing state regulatory and incentive programs, seeks to accelerate the market
transition to zero-emission (ZE) trucks and buses with a particular focus on particular fleets that pose acute health risks or which are
particularly well positioned for electrification, contribute towards achieving the CARB's emissions reductions goals for attaining federal
health-based air quality standards, and reduce the local communities’ exposure to air toxics and impacts of climate change.

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 businesses that own, operate, or direct high
priority fleets or drayage trucks. State and local government medium- and heavy-duty fleets, as well as federal fleets
are also affected. Additionally, medium- and heavy-duty vehicle manufacturers are affected by the 100 percent ZE
sales requirement. It is assumed that these vehicle manufacturers costs are passed on to business, and government
end-users in California. Based on available data on affected fleets in California it is estimated that about 51 percent
cost and savings would realized by the transportation and public utilities sectors, 15 percent realized by the retail and
wholesale sectors, 14 percent realized by the services sector, 9 percent realized by construction sector, and 5 percent
by the agriculture and natural resources sectors, with the remainder falling across all other sectors.

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 ZE trucks and buses sold in California relative to the baseline. Overall, these vehicles have

higher upfront costs but lower operating costs, which over time results in net savings for fleets in California. Over the regulatory horizon from 2024 to 2050,

the total cost of the proposed regulation is estimated to be $84.6 billion and the total savings is estimated to be $97.0 billion, resulting in a net savings of

$12.4 billion. Of this net savings of $12.4 hillion, $36.0 billion results from reduced tax and fee revenue which is a negative fiscal impact to state and local
government. Annual net costs range from -$4.3 billion to $1.1 billion.

Benefits: By increasing the number of ZE trucks and buses 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 $61.7 billion from
2024-2050. Additionally, the decrease in GHG emissions generate a global benefit through the avoided social cost of carbon which ranges in total value
from $9.5 billion to $37.4 billion from 2024-2050.

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 2024 and are fully implemented by 2045. 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 analysis horizon
(2024-2050).
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5. Description of the agency’s baseline:

The economic and emissions impacts of the proposed regulation are evaluated against the business as usual (BAU) scenario each
year for the analysis period from 2024 to 2050. The BAU case for the economic and emissions analysis for the proposal is also referred
to as the “Legal Baseline” and uses the same vehicle inventory for all analyses. The Legal Baseline reflects the implementation of all
existing State and federal laws and regulations on the vehicles the proposed regulation would affect. The Heavy-Duty Inspection and
Maintenance (HDIM) regulation was heard by the Board in December 2021 but was not included in the Legal Baseline because it was
not approved by Office of Administrative Law (OAL) at the time this analysis was prepared. Staff used CARB’s Emission Factor
Inventory Model (EMFAC) to assess the Legal Baseline vehicle inventory, including vehicle sales and population growth assumptions,
for Class 2b and larger vehicles for all fuel types. EMFAC includes the effects of CARB’s Airport Shuttle Bus, Innovative Clean Transit,
Truck and Bus, Heavy-Duty (HD) Omnibus, Advanced Clean Truck, and Low Carbon Fuel Standard (LCFS) program compliance.

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 less stringent alternative that would count engines certified to the HD Omnibus regulation as equivalent to a ZEV purchase.
a. Alternative 1 would result in a total cost of $6.7 billion and savings of $2.9 billion ($3.9 billion net cost) from 2024 to 2050. It would reduce emissions less
than than the proposal, resulting in public health benefits valued at $22.7 billion from 2024 to 2050, which is $39.0 billion less than the proposed regulation.
b. Alternative 1 is rejected because it fails to adequately advance the adoption of medium- and heavy-duty ZEV technologies and is not as effective at
reducing criteria emissions and achieving carbon neutrality goals.
Alternative 2: A more stringent alternative that would reduce the fleet size threshold for high priority and federal fleets, increasing ZEV deployment.
a. Alternative 2 would result in a total cost of $124.9 billion and savings of $133.2 billion ($8.3 billion net savings) from 2024 to 2050, which is $4.1 billion
less cost-savings than the proposed regulation. It would reduce emissions more than than the proposal, resulting in public health benefits valued at $87.6
billion from 2024 to 2050, which is $25.9 billion more than the proposed regulation.
b. Alternative 2 is rejected as the more aggressive timeframe raises questions about feasibility for certain fleets in the near-term while the ZEV market is still
developing.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).

In February 2020, CARB staff began informing the public of the proposed ACF regulation and development
process. Staff offered engagement opportunities to receive feedback and solicit for alternatives from a
variety of groups and stakeholders, including manufacturers, large fleet owners and single truck
owners-operators, environmental advocacy organizations and the communities impacted most heavily by
medium- and heavy-duty truck emissions. Numerous workshops, workgroup meetings, forums, and
listening sessions were held via webcast (See SRIA for a full list public meetings). Alternatives were also
solicited at the March 2 and March 4, 2021 workshops.

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. The incremental costs estimated for businesses are input as changes in
production costs. These changes in production costs realized by fleets 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 the REMI model. The years of analysis are 2024 through 2050; these years are used to simulate the
proposed regulation through more than 12 months post full implementation.
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