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To: National Highway Traffic Safety Administration, U.S. Department of Transportation

Re: Corporate Average Fuel Economy Standards for Passenger Cars and Light Trucks for
Model Years 2027-2032 and Fuel Efficiency Standards for Heavy-Duty Pickup
Trucks and Vans for Model Years 2030-2035, 88 Fed. Reg. 56,128 (proposed Aug.
17,2023)

Via: Email to NHTSA (and posted publicly on policyintegrity.org)

The Institute for Policy Integrity at New York University School of Law (Policy Integrity)!
respectfully submits this supplemental comment letter on the National Highway Traffic Safety
Administration’s (NHTSA) above-captioned proposed rule (Proposed Rule).? This letter urges
NHTSA to apply the Environmental Protection Agency’s (EPA) newly released social cost of
greenhouse gases estimates and the 2% discount rate from the updated Circular A-4 when it
finalizes the Proposed Rule.

To monetize the Proposed Rule’s climate benefits, NHTSA applied valuations from the
Interagency Working Group on the Social Cost of Greenhouse Gases.> The Interagency Working
Group last substantively updated those valuations in 2016* and now recognizes them as
underestimates.’ Policy Integrity’s October 2023 comment letter urged NHTSA to conduct
additional analysis using EPA’s recently updated damage values.® At that time, EPA’s values
were unfinalized.

EPA finalized its climate-damage values earlier this month, following public comment and
expert peer review.” EPA’s updated values are the most robust and comprehensive federal
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climate-damage estimates available. They implement the 2017 roadmap from the National
Academies of Sciences for improving the existing Interagency Working Group estimates.® They
also incorporate newer scientific and economic evidence.’ Expert peer reviewers praised EPA’s
numbers as a “huge advance,”!? a “significant step,”!! and a “much-needed improvement”!? that
“advanc[es] our state of knowledge”!® and “represents well the emerging consensus in the
literature.”!*

For these reasons, NHTSA should apply EPA’s updated valuations to estimate this rule’s climate
benefits. NHTSA should present EPA’s updated valuations in its primary cost-benefit analysis. If
not, it should at minimum present them in sensitivity analysis.

NHTSA should also assess regulatory impacts using a 2% discount rate. The Proposed Rule
applied discount rates of 3% and 7% consistent with the then-current version of Circular A-4. '
In November, the Office of Management and Budget finalized revisions to Circular A-4 that
endorsed a 2% discount rate.'¢ The update advises agencies to apply its guidance immediately
“[t]o the extent feasible and appropriate.”!” Given the extensive economic support for lower
discount rates,'® it is “appropriate” here for NHTSA to apply a 2% discount rate. Doing so is also
“feasible” given that the discount rate parameter is easily adjustable in NHTSA’s model; indeed,
Policy Integrity’s original letter ran the model under a lower discount rate. If necessary, NHTSA
could apply a 2% rate alongside other discount rates, much like EPA did earlier this month. !’
And to the extent feasible, furthermore, NHTSA should assess the distributional impacts of this
regulation also in accordance with the new Circular A-4.2°

As Policy Integrity’s previous comment letter explained, the updated climate-damage values and
discount rates offer support for the proposed standards and particularly their more stringent
alternatives. Using EPA’s updated values and Circular A-4’s lower discount rates, the net
benefits of PC6LTS are nearly double the net benefits of PC2LT4.%! Using these updated
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economic values also widens the gap in net benefits between HDPUV10 and HDPUV 14.% These
changes thus support NHTSA reevaluating its selection among regulatory alternatives.

Respectfully,

Peter Howard, Ph.D., Economics Director
Hiroshi Matsushima, Ph.D., Economics Fellow
Max Sarinsky, Senior Attorney

Andrew Stawasz, Legal Fellow
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