COUNCIL OF

4
ATA
4

OFFICIAL SURVEY

Technology & Maintenance Council

Tuming Experience Into Practice

Low-NOx Proposed Rule —
Emissions Control and
Warranty Impact Survey

Developed by the Technology & Maintenance Council (TMC)

ABSTRACT

ATA’s Technology & Maintenance Council (TMC) was requested by
the American Trucking Associations’ (ATA) Energy & Environmental
Affairs Department to survey its fleet members regarding the U.S.
Environmental Protection Agency’s recently proposed low-NOx
rule for new trucks (Control of Air Pollution from New Motor Ve-
hicles: Heavy-Duty Engine and Vehicle Standards Proposed Rule).
The results of this survey will be used to support ATA’s comments
regarding how fleets may be affected due to expected increases
in the cost of heavy-duty vehicles by requiring emissions control
technologies capable of controlling NOx emissions at lower levels
than are currently permitted, as well as mandating the purchase of
longer warranties for emissions control technologies by the initial
purchaser. The survey cohort of 26 motor carriers, representing a
operational cross section of the industry, from small to very large
fleets, provided the responses to the questions presented in the
survey. The summarized results are presented herein.
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INTRODUCTION

ATA’s Technology & Maintenance Council
(TMC)wasrequested by the American Trucking
Associations’ (ATA) Energy & Environmental
Affairs Departmentto survey its fleet members
regarding the U.S. Environmental Protection
Agency'’s recently proposed low-NOx rule for
new trucks (Control of Air Pollution from New
Motor Vehicles: Heavy-Duty Engine and Ve-
hicle Standards Proposed Rule).

The results of this survey will be used to sup-
port ATA’s comments regarding how fleets
may be affected due to expected increases
in the cost of heavy-duty vehicles by requir-
ing emissions control technologies capable of
controlling NOx emissions at lower levels than
are currently permitted, as well as mandating
the purchase of longer warranties foremissions
control technologies by the initial purchaser.
The survey presented several optional posi-
tions to be rated by the respondents.

The survey cohort of 26 motor carriers, repre-
senting a operational cross section of the in-
dustry, from smallto very large fleets, provided
the responses to the questions presented in
the survey. The summarized results are pre-
sented herein.
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Important Emissions Low-NOx Survey!
Fleets—Your Help is Needed!

ATA’s Technology & Maintenance Council (TMC) has been requested by the American Trucking
Associations’ (ATA) Energy & Environmental Affairs Department to survey its fleet members regarding
the U.S. Environmental Protection Agency’s recently proposed low-NOx rule. Please only respond to
this survey if your flest purchases new trucks and/er truck-tractors.

ATA is preparing comments on EPA’s recently proposed low-NOx rule for new trucks (Conirol of Air
Pollution from New Mofor Vehicles: Heavy-Duty Engine and Vehicle Standards Proposed Rule). Fleet
input is needed to understand how the proposal may impact your fleet. The proposed rule is expected

to increase the cost of heavy-duty vehicles by requiring emissions control technologies capable of

controlling NOx emissions at lower levels than are currently permitted, as well as mandating the
purchase of longer warranties for emissions control technologies by the initial purchaser. In addition,
there is an expected increase in operating costs mainly due to an increase in the use of diesel
exhaust fluid (DEF).

Please take the fime to respond to this survey which is very important fo help ATA develop comments
1o EPA on this proposed regulation.

All responses will be kept stricfly confidential with data reported only at the aggregate level. If you
have any questions, pleased contact Jack Legler, TMC Technical Director, jlegler@trucking.org.

Figure 1
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METHODOLOGY

Survey alerts were sent via email to more than
600 TMC fleet executive member primary con-
tacts on April 4, 2022, with reminder notices
being sent on April 11 and April 19. Figure
1 illustrates how the survey notice email ap-
peared to recipients.

The survey was conducted using Survey Mon-
key. Eblast alerts were generated using the Ad-
estra email management system. Twenty-six
members completed the seven demographic
questions and thirteen questions related to
EPA's proposed regulation. The survey was
activated on April 4, 2022 and closed April
20, 2022.

RESULTS

The results of the survey are the aggregated
responses of the cohort, and have been kept
anonymous to safeguard the security of the
responding companies. Only one response
per company is included in these aggregated
results.

The survey first posed seven demographic
questions:

Question #1: What segment of the industry
do you operate in? Twenty-four respondents
indicated they were for-hire fleets and two were
private carriers.

Question #2: What is your operational
sector(s) (check all that apply)? Eighteen
(69 percent) respondents stated they were
involved in Truckload operations; seven (27
percent) Less-Than-Truckload; nine (35
percent) were regional operations; seven
(27 percent) conduct specialized operations
using Tankers; seven (27 percent) conduct
specialized operations using Flatbeds; six (23
percent) are involved in Intermodal/Drayage
operations; and two (8 percent) are Auto Haul-
ers (see Figure 2).
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Figure 2: Industry Sector

Question #3: How many Class 8 Tractors Do
You Operate? One respondent (four percent)
operates betweenone andtentractors;four (15
percent) respondents operate between 11 and
100;two (eight percent) operated between 101
and 300; six (23 percent) operate between 301
and 500; four (15 percent) operate between
501 and 1,000; and nine fleets (35 percent)
operate more than 1,000 Class 8 tractors. To
provide more definition as to the number of
tractors in operation, TMC identified the actual
number of units associated with respondents
who provided their company name (source:
Transport Topics) and the minimum number
from the respective range for those who did
not. These responses represent fleets oper-
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Figure 3: Operational Class 8 Tractors
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Figure 4: Class 8 Tractor Purchases

ating more than 36,739 Class 8 tractors (see
Figure 3).

Question #4: How many NEW Class 8 Trac-
tors Do You Purchase in an Average Year?
Five respondents (19 percent) indicated be-
tween 1-10 new tractors purchased per year;
eight (31 percent) purchase from 11-100 units;
five (19 percent) purchase from 101-300 units;
two (eight percent) purchase from 301-500
tractors; two (eight percent) buy from 501-
1,000 annually; and three (11 percent) buy
more than 1,000 new Class 8 tractors per year
(see Figure 4).

Question #5: How many Class 8 Straight
Trucks Does Your Operation Have in Ser-
vice? Ten (38 percent) of the responding
fleets stated they do not operate any Class 8
straight trucks; six (23 percent) operate from
1-10 units; seven (27 percent) operate between
11-100 units; one (four percent) between
101-300 units; one (four percent) between
301-500 units; and one fleet (four percent)
operates between 500-1,000 Class 8 straight
trucks. In order to provide more definition as
to the number of straight trucks in operation,
TMC identified the actual number of units as-
sociated with respondents who provided their
company name (source: Transport Topics)
and the minimum number from the respective
range for those who did not. These responses
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Figure 5: Operational Straight Trucks

represent fleets operating more than 1,283
Class 8 straight trucks (see Figure 5).

Question #6: How many NEW Class 8
Straight Trucks Do You Purchaseinan Aver-
age Year? Thirteen respondents (50 percent)
indicated that they do not routinely purchase
any new units; eight (31 percent) buy between
1-10 units; four (19 percent) purchase from
11-100 units and one (four percent) fleet pur-
chases between 101-300 new Class 8 straight
trucks per year (see Figure 6).

Question #7: What is your typical daily
operating cycle (check all that apply)?
Twelve fleets (48 percent) indicated daily Lo-
cal operations (less than 100 miles per trip);
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Figure 6: Straight Truck Purchases
© 2022 — TMC/ATA

Figure 7: Daily Operating Cycles

all 26 respondents (100 percent) conduct
at least daily Regional operations (100-499
miles per trip); with 12 (44 percent) operat-
ing Inter-Regional cycles (500-999 miles per
trip); and nine fleets (33 percent) engage in
daily Longhaul operations (over 1,000 miles
per trip). See Figure 7.

The survey then asked nine questions related
towarranty related aspects of EPA’s proposed
rule and the potential impacts on the fleet's
procurement practices.

Question #8: What is the average duration
of your current minimum manufacturers’
emissions warranty (included as part of
your truck purchase)? Six fleets declined
to answer this question. Four indicated war-
ranty of one year duration or 100,000 miles
of operation, whichever occurs first; one fleet
indicated a 100,000 mile warranty with notime
limit; three fleets indicated two-year warranties
with mileage coverage ranging from 200,000-
250,000 miles;tworelated three-year warran-
ties for a coverage range of from 300,000-
350,000 miles; three fleets responded that
their warranties are three-years in duration
but did not list miles covered; one indicated
a four-year warranty covering 100,000 miles;
and four responded that their warranties are
for five years covering 100,000 miles; and
fourfleets indicated that their manufacturer(s)
minimum emissions warranties are of a five-
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year duration with mileage coverage between
500,000-560,000 miles.

The average time duration for the warranties
of those responding to Question #8 is 3.3
years. The average mileage coverage for
those responding was 232,105 miles.

Question #9: Do you currently purchase
an extended warranty for your emissions
control system (purchased in addition to
the minimum manufacturers’ warranty)?
Eighteen fleets (69 percent) responded that
they do purchase extended emissions war-
ranty coverage, four (15 percent) do not and
the remaining four did not answer.

Question #10: If you DO NOT purchase an
extended warranty, what are the reasons
why? Of the four fleets that decided not to
purchase an extended emissions warranty,
three cited costorinadequate return oninvest-
ment as the reason. The fourth stated that
they sell their vehicles before manufacturer's
initial warranty expires.

Question #11: If you DO purchase an
extended warranty, what are the terms?
Of the eighteen fleets responding “yes” to
Question #9, two reported that their extended
warranty purchase covered up to four years
and 500,000 miles; 14 reported extending
coverage to five years ranging from 400,000-
650,000 miles; onefleetreported an extended
six-year warranty period for 600,000 miles;
and one fleet responded that their extended
warranty period was for seven years covering
350,000 miles.

Nine of these respondents provided costs
for their extended warranties, ranging from
$2,500-8,000, with the average cost calcu-
lated as $5,339. For all respondents, the
extended warranty coverage period was 5.1
years and 523,125 miles. For those report-
ing costs, the average additional warranty
over the base warranty of 2.1 years covering
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377,273 miles cost an average of $1,174 per
each additional 100,000 miles.

Question #12: Do you typically receive a
residual value from any unused portion of
your emissions warranty when you resell
your trucks? Only one fleet responded “yes”
to receiving residual value from unused war-
ranty uponresell. Seventeen fleets responded
thatthey did not. Two fleets indicated that they
do not resell their vehicles and the remainder
did not answer or chose not to answer.

Question #13: If you answered YES to the
previous question, what is the average
mileage at resell, the average mileage
remaining on the warranty and average
estimated residual value recovered? Only
a single fleet anonymously responded “yes”
to Question #12 report, hence unable to fol-
low up to clarify the nature of this response.

Question #14: Have you purchased a
CARB-certified 2022 truck which has afive-
year or 350,000-mile minimum emissions
warranty? Ten respondents (38 percent)
replied “yes,” nine (35 percent) replied “no”
and seven did not answer.

Question #15: If you answered YES to the
previous question, what was the average
price differential, if any, on the emissions
warranty of your CARB-certified 2022 truck
vs. the same vehicle not CARB-certified?
Nine responses were received to this question
with the reported average price differential
for the CARB-certified vehicle (providing and
additional two years and 125,000 miles, on
average) of emissions warranty, calculated
to be $1,114.

Question #16: From the drop-down list,
please selectthe technology and warranty-
related increased purchase price range
for a new Class 8 truck would cause you
to consider one or more of the following
procurement options. The detailed re-
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TABLE 1: EMISSIONS/WARRANTY COST EFFECTS
ON PURCHASING PRACTICE CHANGE

Price Increase Would Cause Pre-Buying Ahead of the Rule

Price Increase |Not Price [$0 - $2,501- $5,001 - |$10,001 - | Over
Sensitive |$2,500 $5,000 $10,000 |$20,000 ($20,000

Number 8 (30%) 2 (8%) 2 (8%) 5(19%) | 4 (15%) 1 (4%)

Price Increase Would Cause Low-Buying When Rule is Implemented

Price Increase |Not Price |[$0 - $2,501- $5,001 - |$10,001 - |Over
Sensitive |$2,500 $5,000 $10,000 |$20,000 |$20,000

Number 7 (27%) 2(8%) | 3(12%) | 2(8%) | 4(15%) | 1 (4%)

Price Increase Would Cause No-Buying When Rule is Implemented

Price Increase Not Price |$0 - $2,501- $5,001 - $10,001 - Over
Sensitive | $2,500 $5,000 $10,000 | $20,000 $20,000

| Number | 11 (42%) | 0(0%) |

00%) | 1(4%) | 4(15%) | 0(0%) |

Note: Percentages are relative to total survey respondents (26)

sponses are presented in Table 1. Of the 26
respondents, 14 (54 percent) indicated that
at some level of price increase for increased
emissions control and warranty they would
consider pre-buying ahead of the standard,
12 (46 percent) would shift procurement to a
low-buy approach, but only six (23 percent)
would consider a no-buy/deferred buy policy.

Question #17: EPA has proposed two op-
tions for extending the minimum emissions
warranty period for Class 8 diesel trucks
from its current minimum of five years or
100,000 miles. (NOTE: The cost of minimum
warranties are added to the purchase price of
anewtruckand subjecttofederal excise tax).
« OPTION 1:Sixrespondents (23 percent)
stated a preference for a warranty of
seven years or 450,000 miles for Model
Years 2027 through 2030, then extended
further to 10 years or 600,000 miles for
Model Years 2031 and beyond.

« OPTION 2: Seven respondents (27 per-
cent) favored five years or 350,000 miles
for Model Years 2027 and beyond.

- Other Fleet Preference: Six respon-
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dents (23 percent) stated a preference
foradifferentminimum year and mileage
limit as follows:
—Three (12 percent) preferred five
years/500,000 miles.
— One (four percent) favored five
years/600,000 miles.
— One (four percent) preferred five
years/625,000 miles.
— One (four percent) preferred seven
years/700,000 miles.

Additional Comments on Question #17:
Respondents provided the following comments
(unedited):

+ Mileage warranties should be configured
to 100,000-125,000 per year; five years,
625,000 miles; sevenyears, 875,000 miles.

+ “When we looked at extended warran-
ties the financials never made sense
because we were paying up front for
what we would incur over the life of a
population of units. We keep our units
longer than most. | have tractors every
year that | cycle out at the nine hundred
thousand to million mile mark. Our fleet
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averages about 110,000 miles annually
on the tractor side. Some more, some
less. We will blow through the coverage
pretty quickly.”

Question #18: To allow drivers to reach re-
pair facilities, EPA has proposed to modify
the speed derate schedule for poor quality
or low levels of diesel exhaust fluid (DEF)
or tampered selective catalytic reduction
(SCR) systems. For Longhaul trucks, an
inducement light will illuminate once an
event is triggered and the truck would
speed derate in accordance with the fol-
lowing schedule:

Run Time Since

Triggered Event Maximum Speed

0 hrs. 65 mph
6 hrs. 60 mph
12 hrs. 55 mph
18 hrs. 50 mph

Do you rate this proposal as a positive or
as anegative? Rating choices were from Very
Negative (-5) to Very Positive (+5), with Neu-
tral = 0. Twenty respondents provide a rating,
ranging from very negative to very positive.
The average results was a moderately posi-
tive rating of 3.1. However the median rating
was more positive at 4.0 owing to a quarter
of respondent assigning a Very Positive rating
against only one Very Negative rating.

Question #19: Why did you rate the previous
question as you did? Respondents provided
the following comments (unedited).
+ | see a gradual derate as a better option
for the company.
+ Plenty oftime to getthe problem fixed and
not a severe penalty like 5 mph derate
+ Don't like any de rates
+ Difficulty of reaching qualified help from
remote locations.
+ If you are exceeding 6 hours you are
simply ignoring the issue
+ Gettingto arepairfacility is critical, allow-
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ing extended time allows for said trave

+ | think it’s reasonable, not perfect.

+ Getting trucks off the road safely and to
arecognized dealer location is critical for
us to maintain costs control and in the
current situation get to where parts are
available without the outrages towing
costs we currently face!

+ Notamajorconcern forlaw abiding truck
owners

+ Because it is much better than the five
MPH rate now.

+ Allowing this run time would give you
opportunity to take vehicle to a certified,
approved repair vendor rather than the
limited choice we currently have with the
derate time.

+  Ourcompany speeds are 62 MPH on the
pedal and 65 MPH in ACC. Essentially
there's not much of a derate until 12
hours into the issue.

+ | think it probably allow too much time
from the light to DEF refill or purge

+ Allows the fleet plenty of time to react to
the fault code.

+ Allows the driver to complete the trip yet
makes it impractical to be re-dispatched
prior to repair.

+ Slightly positive. My fleet is a regional
LTL carrier so it's not as much of an is-
sue. The unit would be home that day
and | could address within our shop
network. We do dual utilize the trucks
both in city and line haul operations but
they still come home. | think that on the
TL side or a national LTL carrier running
line haul might find themselves in a bit
of a predicament. Shop wait times are
a challenge at dealer and repair vendor
networks and it could be a problem.

+ Tow bills are very expensive and a part
of our life today because of derate and
emissions shut downs.

Question #20: Any other comments/details
you wish to share? Respondents provided
the following comments (unedited).
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+ Aswithany mandate thatincreases cost,
having to pay 12 percent FET on the
additional cost is like rubbing salt in a
wound. | often feel like it is a goal of the
governmentto increase costs for exactly
that reason.

+ Those of us that buy new equipment pay
for the technology. Those that buy used
equipment don't feel the pain like we do.

+ The EPAhas added cost, weight, down-
time and operating expense to Class 8
trucks. Where and when does it end?

+ I'mgladthisis being discussed. The cost
and dependability of these units

CONCLUSIONS

The survey cohort appears to be a good cross
section of the industry, from small to very
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large fleets, with varying operations across
the spectrum of location and operating cycles.
While predominantly operators of Class 8 trac-
tor/trailer combinations, the respondents also
represent operators of Class 8 straight trucks.

While many fleets purchase extended emis-
sions warranties above the minimum manu-
facturer provided protection, the residual value
of remaining warranty when vehicles are sold
into the secondary market is not considered
significant. Even though there was a diver-
gence of opinion regarding the acceptability
of emissions and warranty, the responses do
indicate that buying practices will be affected
somewhat by the price point of the additional
mandatory minimum warranties contemplated
in EPA's proposed rule.
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