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Transportation is the largest source of greenhouse gas emissions in the US,1 as well as a 

major contributor of particulate matter (PM) and other pollutants that harm public health.2 

The National Highway Traffic Safety Administration (NHTSA) has been regulating fuel 

economy since the passage of the Energy Policy and Conservation Act (EPCA) in the 1970s 

with the aim of conserving fuel and improving vehicle efficiency. In 2024, the Biden 

administration updated the corporate average fuel economy (CAFE) standards for Model 

Years (MY) 2027 and beyond to require passenger vehicles to increase fuel economy by 2 

percent per year and reach a fleet average of 50.4 miles per gallon (mpg) by 2031.3  

In December 2025, the Trump administration issued a proposal to “substantially 

recalibrate” the CAFE program.4 Specifically, NHTSA proposes to significantly reduce the 

stringency of light-duty vehicle standards, resetting the MY 2022 through 2026 passenger 

vehicle standards to a 0.5 percent increase, a 0.35 percent increase for MY 2027, a 0.25 

percent increase for MY 2028, and then a 0.25 percent increase per year through 2031.5 

The proposal would result in a fleetwide average of approximately 34.5 mpg in 2031. NHTSA 

argues that these weakened standards represent the “maximum feasible” fuel economy 

standards that “best reflect and balance the various practical considerations and limitations 

mandated for the CAFE program.”6  

NHTSA offers two alternative scenarios in addition to this preferred option, which use 

different starting points and offer different ramps for future years, with Alterative 3 requiring 

slightly more stringent fuel economy increases in later years.7 

Along with the lower fuel economy standards, NHTSA proposes additional departures from 

its historical approach in setting standards and implementing related programs, including:  

 
1 EPA, Carbon Pollution from Transportation. 
2 EPA, Smog, Soot, and Other Air Pollution from Transportation.  
3 EPA, Corporate Average Fuel Economy Standards for Passenger Cars and Light Trucks for Model Years 2027 

and Beyond and Fuel Efficiency Standards for Heavy-Duty Pickup Trucks and Vans for Model Years 2030 and 

Beyond; see also Harvard EELP, Clean Car Rules Regulatory Tracker. 
4 NHTSA, The Safer Affordable Fuel-Efficient (SAFE) Vehicles Rule III for Model Years 2022 to 2031 Passenger 

Cars and Light Trucks, 90 FR 56438 (Dec. 2025) (“Proposed Rule”). 
5 Proposed Rule at Table I-1. For light trucks, the preferred option would be a 0.5 percent increase per year in 

MY 2023 through 2026, then 0.7 percent for MY 2027, 0.25 percent for MY 2028, and 0.25 percent per year 

through 2031. 
6 Proposed Rule at 56444. 
7 For explanation of NHTSA’s methodology for the alternatives, see Proposed Rule at 56523. NHTSA notes, 

“NHTSA recognizes that the process for creating regulatory alternatives for this proposal is different in some 

ways from how the agency has created regulatory alternatives in past rules; however, the process used was 

necessary to effectuate a reset to bring the CAFE program into compliance with the law and require a 

significant reclassification of the passenger car and light truck fleets to reflect better the intent of the CAFE 

program established by Congress.” Proposed Rule at 56524. 

https://www.epa.gov/transportation-air-pollution-and-climate-change/carbon-pollution-transportation#:~:text=%E2%80%8BGreenhouse%20gas%20(GHG)%20emissions,terms%20than%20any%20other%20sector.
https://www.epa.gov/transportation-air-pollution-and-climate-change/smog-soot-and-other-air-pollution-transportation
https://www.nhtsa.gov/sites/nhtsa.gov/files/2024-06/CAFE-2027-2031-HDPUV-2030-2035_Final-Rule_web_0.pdf
https://www.nhtsa.gov/sites/nhtsa.gov/files/2024-06/CAFE-2027-2031-HDPUV-2030-2035_Final-Rule_web_0.pdf
https://www.nhtsa.gov/sites/nhtsa.gov/files/2024-06/CAFE-2027-2031-HDPUV-2030-2035_Final-Rule_web_0.pdf
https://eelp.law.harvard.edu/tracker/corporate-average-fuel-economy-standards-greenhouse-gas-standards/
https://www.federalregister.gov/documents/2025/12/05/2025-22014/the-safer-affordable-fuel-efficient-safe-vehicles-rule-iii-for-model-years-2022-to-2031-passenger
https://www.federalregister.gov/documents/2025/12/05/2025-22014/the-safer-affordable-fuel-efficient-safe-vehicles-rule-iii-for-model-years-2022-to-2031-passenger
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• Changing how it calculates the fuel economy baseline by excluding electric vehicles 

(EVs) from the baseline. This would be a departure from the Obama, first Trump, and 

Biden administrations, all of which included EVs in the baseline. NHSTA’s proposal 

states that “[t]he enormous fuel economy values assigned to EVs have, heretofore, 

been included in the baseline fleet fuel economy for subsequent CAFE rulemakings 

upon which stringency increases are applied—thereby significantly increasing the fuel 

economy requirements for traditional gasoline- or diesel-fueled fleets.”8 NHTSA 

argues that considering EVs in the baseline would disadvantage automakers 

producing gasoline-powered vehicles, requiring them to make “disproportionate 

investment in fuel-saving technologies” and purchase credits to comply.9 NHTSA also 

argues that including EVs in the baseline is unlawful under EPCA because fuel 

economy standards are based on vehicles powered by fuel like gasoline or diesel.10 

This change, if finalized, would  lock in a narrower interpretation of EPCA. 

• Altering how it estimates fleet performance by limiting the use of “off-cycle” 

technologies and air conditioning in estimating fleet performance. The proposal 

notes that “[t]his change will ensure that NHTSA’s CAFE standards are achievable 

without the implementation of technologies not demanded by consumers and with 

questionable fuel economy benefits.”11 NHTSA argues that consumers do not want 

these technologies and that they have “questionable” fuel economy benefits.  

• Changing which vehicles are included in the passenger vehicle category by 

reclassifying many small SUVs as passenger vehicles instead of trucks. NHTSA states 

that “these proposed changes are necessary to restore the CAFE program to its 

intended orbit but recognizes the changes will introduce significant design 

consideration for manufacturers.”12 

• Eliminating the manufacturer credit trading program in 2028.13 NHTSA states that 

the program “has also resulted in a windfall for EV-exclusive manufacturers that sell 

credits to other non-EV manufacturers, which in turn pay for those credits with capital 

that could be invested toward improving the fuel economy performance or other 

desirable attributes of their traditional fleets.”14 While the One Big Beautiful Bill Act 

set civil penalties for noncompliance with fuel economy standards at zero, which 

hamstrung the compliance market, this proposed change would fully dismantle the 

trading program among manufacturers. 

NHTSA states that the proposal’s “elimination of unlawful considerations, combined with 

several of the proposed changes, would significantly improve the capabilities of 

 
8 Proposed Rule at 56443. Note that NHTSA’s June 11 interpretive rule concluded that including EVs in the 

baseline was improper based on its reading of EPCA. NHTSA, Resetting the Corporate Average Fuel Economy 

Program, 90 FR 24518 (June 11, 2025). 
9 Proposed Rule at Footnote 3. 
10 Proposed Rule at 56569. 
11 Proposed Rule at 56444. Off-cycle technologies are defined as “…special technologies with purported fuel-

saving benefits that could not be captured on the … two-cycle tests … (e.g., vehicle stop/start functions that 

shut off the engine when the vehicle has stopped).” 
12 Proposed Rule at 56445. 
13 Proposed Rule at 56444. 
14 Proposed Rule at 56443. 
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manufacturers to meet fuel economy standards, better align the program with Congressional 

intent, and reduce manufacturer incentives to design vehicles and add features that are not 

desired by American consumers and that have questionable real-world fuel economy 

benefits.”15 While NHTSA touts a $925 reduced cost in vehicle sticker price from the 

proposed changes, NHTSA’s analysis also concludes that consumers will pay $1,112 to 

$1,431 more in vehicle lifetime fuel costs, with a total cost of as much as $185 billion.16  

In explaining the legal basis for the proposal, NHTSA argues that the proposal “fulfills 

NHTSA's statutory obligation [under EPCA] to set CAFE standards at the maximum feasible 

level that the agency determines vehicle manufacturers can achieve in each model year, 

balancing four key factors: technological feasibility, economic practicability, the need of the 

Nation to conserve energy, and the effect of other Federal regulations on fuel economy” and 

is “also consistent” with several executive orders and a Department of Transportation 

secretarial memorandum, including Executive Order 14148, “Initial Rescissions of Harmful 

Executive Orders and Actions,”  Executive Order 14154, “Unleashing American Energy,”  and 

Secretarial memorandum “Fixing the CAFE Program.”17 

We will be watching several issues as NHTSA finalizes its fuel economy proposal.  

First, how do stakeholders respond to NHTSA’s approach and its obligation to set standards 

consistent with the statutory requirements of EPCA? Based on those comments, does the 

final rule adequately justify the final standards based on the statutory factors, “technological 

feasibility, economic practicability, the effect of other motor vehicle standards of the 

Government on fuel economy, and the need of the United States to conserve energy”?18 The 

proposal contains a number of provisions that appear inconsistent with EPCA’s 

requirements. For example: 

• EPCA requires that NHTSA provide 18-month lead time for any changed standards,19 

while here NHTSA does not provide such lead time and proposes to change 

standards going back to 2022. 

• EPCA states that NHTSA cannot change standards for more than five years at once,20 

while here NHTSA proposes altered standards for ten model years. 

• EPCA requires the fleetwide average to meet “at least” 35 mpg by 2020,21 but 

NHTSA proposes standards that will only reach 34.5 mpg in 2031. 

• NHTSA proposes to conclude that EPCA prevents it from including EVs in the baseline 

calculation, a change from how NHTSA has interpreted EPCA in the past. 

 
15 Proposed Rule at 56443. 
16 NHTSA, Preliminary Regulatory Impact Analysis (Dec. 2025). In terms of GHG impacts, NHTSA anticipates 

“minor increases to the anticipated increases in global CO2 concentrations, temperature, precipitation, sea 

level, and ocean acidification that would otherwise occur.” NHTSA, Draft Supplemental Environmental Impact 

Statement (Dec. 2025). 
17 Proposed Rule at 56443. 
18 49 USC § 32902(f). 
19 49 USC § 32902 (a). 
20 49 USC § 32902 (b)(3)(B). 
21 49 USC § 32902 (b)(2)(A). 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=49-USC-1582046849-1496612227&term_occur=999&term_src=title:49:subtitle:VI:part:C:chapter:329:section:32902
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=49-USC-1788826156-1539534539&term_occur=999&term_src=title:49:subtitle:VI:part:C:chapter:329:section:32902
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=49-USC-80204913-849661083&term_occur=999&term_src=
https://www.nhtsa.gov/sites/nhtsa.gov/files/2025-12/CAFE-SAFE-MY-2022-2031-NPRM-PRIA-tag-v2.pdf
https://www.nhtsa.gov/sites/nhtsa.gov/files/2025-12/CAFE-SAFE-MY-2022-2031-SEIS-Summary-tag.pdf
https://www.nhtsa.gov/sites/nhtsa.gov/files/2025-12/CAFE-SAFE-MY-2022-2031-SEIS-Summary-tag.pdf
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Second, will NHTSA’s final rule try to limit California’s authority to set its own greenhouse 

gas vehicle standards by refusing to consider standards set by the California Air Resource 

Board. This change would be a significant departure from its historic approach. Nonetheless, 

the proposal “now explicitly rejects such consideration,” stating that “CARB’s standards are 

not ‘other motor vehicle standards of the Government on fuel economy.’”22 NHTSA also 

states that “[u]nder EPCA’s blanket preemption provision, states may not adopt or enforce 

regulatory requirements related to fuel economy standards.”23 

Third, how will stakeholders respond to the NHTSA’s assertion that the proposal would 

“increase … global petroleum demand,” for example by providing analysis of risks to 

consumers in terms of greater exposure to increased oil prices or benefits of energy 

conservation? NHTSA notes that “[h]igher U.S. petroleum consumption increases all 

domestic consumers' exposure to the risks of potential rapid increases in oil prices and 

interruptions in petroleum imports, although rising domestic production cushions the latter's 

effect.”24 It also argues that “the rapid growth in U.S. oil production … means that the need 

of the U.S. to conserve energy is significantly less than it was at earlier points in the history 

of the program.”25 

Finally, the proposal discusses a range of risks related to EVs, including cost of production, 

consumer expenses, infrastructure build out, and battery safety, a shift from prior rules that 

considered the benefits of increased EV adoption.26 What will lowering fuel economy 

standards and eliminating credit trading mean for US EV production and US competitiveness 

in the EV market? 

Comments are due by January 20, 2026. 

 
22 Proposed Rule at 56586. 
23 Proposed Rule at 56586. 
24 Proposed Rule at 56515. 
25 Proposed Rule at 1218. 
26 For NHTSA’s discussion of the risks and social costs of EV production and infrastructure, see Proposed Rule 

at 1308. 

https://www.federalregister.gov/documents/2025/12/05/2025-22014/the-safer-affordable-fuel-efficient-safe-vehicles-rule-iii-for-model-years-2022-to-2031-passenger

