
 
SMALL BUSINESS IMPACT 

 
Prior to adopting a new section or amendment, section 4-168a of the Connecticut General Statutes (CGS) 
requires that each state agency consider the effect of such action on small businesses as defined in CGS 
section 4-168a.  When such regulatory action may have an adverse effect on small businesses, CGS section 
4-168a directs the agency to consider regulatory requirements that will minimize the adverse impacts on 
small businesses if the addition of such requirements (1) will not interfere with the intended objectives of the 
regulatory action and (2) will allow the new section or amendment to remain consistent with public health, 
safety and welfare.   
 
State Agency Submitting Proposal:   Energy and Environmental Protection (DEEP)   
 
Subject of the Proposal:   Low Emission Vehicle Program 
 
In accordance with CGS section 4-168a, staff analyzed the effect on small businesses of the proposal and 
determined the following:  
 
Check all appropriate boxes: 
 
      The proposal will not have an effect on small businesses.   
 
 X  The proposal will have an effect on small businesses, but will not have an adverse effect on such 

small businesses.    
 

      The proposal may have an adverse effect on small businesses, and no alternative considered would 
be both as effective in achieving the purpose of the action and less burdensome to potentially 
affected small business.  Alternatives considered include the following: 

(1)   The establishment of less stringent compliance or reporting requirements for small 
businesses;  

(2)  The establishment of less stringent schedules or deadlines for compliance or 
reporting requirements for small businesses;  

(3) The consolidation or simplification of compliance or reporting requirements for 
small businesses;  

(4) The establishment of performance standards for small businesses to replace design 
or operational standards required in the new section or amendment; and  

(5)  The exemption of small businesses from all or any part of the requirements 
contained in the new section or amendment.      

 
      The proposal will have an adverse effect on small businesses that cannot be minimized in a manner 

that is consistent with public health, safety and welfare.  
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Explanation:   
 
A. Overview 
 
The proposal makes changes to existing Low Emission Vehicle (LEV) II vehicle emission program 
and establishes a new LEV III vehicle emission program as well as extending the Zero Emission 
Vehicle (ZEV) program.  The amendments and adoption of new programs will have an effect on the 
price of new vehicles.  However, the technologies that will be used to meet the new standards will 
also reduce fuel consumption and cost for consumers, far outweighing the initial cost to consumers.  
Additionally, new longer warranties and better durability will help to minimize the effect on 
consumers and may lead to a positive effect on vehicle owners over the life of a vehicle. 
 
B. Vehicle Cost 
 
Cost estimates from the California Air Resources Board (CARB) Initial Statement of Reasons1 
indicate that the expected cost of a vehicle would see a small rise, less than $100 on average, upon 
implementation of the regulations in 2015 due to the need to use new technology to meet emissions 
requirements.  CARB used the Environmental Protection Agency’s (EPA) Indirect Cost Modifier 
(ICM) analysis to determine the combined cost LEV III, ZEV and the Greenhouse Gas standards 
will have over the course of the programs.   
 

Table 1. Estimates of Total Annual Value of New Vehicle Operating Cost Savings for Low Emission 
Vehicle Program (millions of 2009 Dollars)2  

Year  Cumulative 
Annualized 
Incremental 

Cost  

Operating 
Cost Savings  

Saving to Cost 
Ratio  

2015  $1  $0  0.0  
2016  $4  $0  0.0  
2017  $33  $228  7.0  
2018  $100  $487  4.9  
2019  $225  $915  4.1  
2020  $392  $1,438  3.7  
2021  $609  $2,092  3.4  
2022  $868  $2,918  3.4  
2023  $1,163  $3,751  3.2  
2024  $1,495  $4,671  3.1  
2025  $1,827  $5,755  3.1  
2026  $2,153  $6,846  3.2  
2027  $2,475  $7,843  3.2  
2028  $2,796  $8,803  3.1  
2029  $3,114  $9,709  3.1  
2030  $3,430  $10,630  3.1  

 

                                                           
1CARB Initial Statement of Reasons, December 2011, http://www.arb.ca.gov/regact/2012/leviiighg2012/levisor.pdf 
2 Ibid 
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The expected cost effectiveness of new technologies is such that over the life of the program, 
consumers will realize increased savings at a 3 to 1 ratio to cost.  
 
C. Small Business Impact 
   
The proposed regulation’s effect on the cost of a vehicle will only affect small businesses making 
purchases of light-duty and medium-duty vehicles.  It is unknown how many small businesses this 
may effect.  The adoption of the LEV III regulation is not expected to have any other adverse 
impacts on small businesses.     
 
D. Zero Emission Vehicle Standards Impact 
 
The development and commercialization of advanced technology vehicles will lead to increased 
final costs for such vehicles relative to their LEV III counterparts.  Some of these costs can  be 
expected to be passed on to small businesses that elect to purchase these vehicles.  There is no 
regulatory requirement for small businesses to purchase ZEVs.  The requirement is on the 
manufacturers to produce and make available minimum volumes of advanced technology vehicles. 
As such, CARB focused on how the ZEV standards would impact vehicle price.  To assess this 
impact, CARB analyzed the incremental cost of the ZEV program over the LEV III program.  The 
table below illustrates that while there may an initial increase in vehicle price for advanced 
technology vehicles, over the length of the program those initial costs will decrease by 2025.     
 
Table 2. Incremental technology package prices above average MY2016 baseline technology (2009$)
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Vehicle Class 

Technology 
Package 

(energy capacity) 
4 

Incremental 
Vehicle Price in 

2016 

Incremental 
Vehicle Price in 

2025 

Subcompact 

PHEV20 5 
(6.6 

kWh)  13,233 8,448 

PHEV40 (13.4 
kWh) 16,580 10,259 

BEV75 6 
(23 

kWh) 17,010 9,405 

BEV100 (30 
kWh) 19,655 10,829 

FCV 7 
(3.3 kg H

2
) 19,060 7,513 

Midsize car / 
Small MPV 

PHEV20 (7.7 
kWh)  13,807 8,876 

PHEV40 (15.5 
kWh) 17,818 11,043 

BEV75 (27 kWh) 17,562 9,794 
BEV100 (35 20,785 11,551 

                                                           
3 Refer to the LEVIII ISOR Section III-A-4.3 and Appendix R for additional vehicle packages  
4 
For BEVs and PHEVs, the residential charging equipment costs are included in these technology packages.  

5Energy capacity for BEV/PHEV is kWh rated battery pack capacity, kg H
2 
for FCV 

6EPA and NHTSA designation for a PHEV is a “range extended electric vehicle” or REEV. 
7 FCV costs include the fuel cell system (as shown in later figures), the hydrogen storage system, the hybrid battery 
module, and other EV components and power electronics similar to the BEV technology package. 
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kWh) 
FCV (3.8 kg H

2
) 23,472 9,334 

Large Car 

PHEV20 (9.1 
kWh)  17,280 11,205 

PHEV40 (18.7 
kWh) 23,134 14,390 

BEV75 (30 kWh) 20,820 11,628 
BEV100 (40 

kWh) 23,959 13,363 

FCV (4.3 kg H
2
) 33,238 13,406 

 
While CARB correctly identified increased initial vehicle manufacturing price related to the ZEV 
program, it should also be noted the ZEV program will have ancillary economic benefits for small 
businesses and individuals through reduced vehicle operating costs, reduced health costs from 
cleaner air, increased fuel diversity and energy security for our domestic transportation system, and 
the expansion of private and public infrastructure to support advanced technology vehicles 
throughout Connecticut.  
 
 
If you should have any questions on the attached information, please contact Paul Farrell at 424-
3027. 
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