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	Figure 1.Civil Penalties Collected by NHTSA from 1985-2025








Summary

The National Highway Traffic Safety Administration (NHTSA) administers Corporate Average Fuel Economy (CAFE) standards that regulate the fuel consumption of vehicles. These standards require automotive manufacturers to produce vehicles with greater fuel-efficiency with the stated goal to reduce energy consumption and limit dependence on foreign oil. Title 49, Section 32902, of the U.S. Code sets several statutory obligations for CAFE standards, including a mandate to set the maximum feasible standards for each model year and considerations to be used in making that determination. The stringency of CAFE standards has generally increased since their implementation in 1978.

NHTSA sets separate CAFE standards each model year for light-, medium-, and heavy-duty vehicles. Light-duty vehicles are separated into three fleet or compliance categories: (1) domestic passenger vehicles, (2) imported passenger vehicles, and (3) light trucks. Manufacturers are required to meet CAFE standards for each fleet in which they produce vehicles. NHTSA expresses CAFE standards through a mathematical function represented as a curve. The CAFE curve sets a range for vehicles in a given fleet each model year, and the specific standards are dependent on footprint, a vehicle attribute that is a measurement of vehicle size.

NHTSA and the Environmental Protection Agency (EPA) both have roles in the enforcement of CAFE standards. EPA verifies automotive manufacturers' CAFE data, conducts tests to measure the fuel economy and emissions of vehicles, calculates manufacturers' CAFE values, determines the average CAFE values, and issues final CAFE reports to manufacturers and NHTSA. NHTSA then identifies whether the fleet performance is greater than or equal to the standards set for a manufacturer's fleet. Additionally, manufacturers are required to label certain fuel economy information on vehicles, and EPA and NHTSA coordinate to administer the labeling requirements.

NHTSA offers several flexibilities for manufacturers to comply with CAFE standards. These flexibilities include credits from overcompliance with CAFE standards, fuel consumption improvement values (FCIVs), and incentives and limitations in calculations for alternative fuels. Credits for overcompliance with standards can be (with some limitations) applied to previous or future model years, transferred to another fleet owned by a manufacturer, or traded among manufacturers. The CAFE program also allows manufacturers to boost their compliance through FCIVs derived from certain air conditioning and off-cycle technologies. Alternative fuel vehicles include electric, ethanol, biodiesel, and natural gas vehicles are incorporated into CAFE standards through calculations with certain incentives and limitations.

NHTSA generally administers the CAFE program, and Congress may reevaluate the program and agency authorities. Members of Congress might choose to introduce bills that would redefine vehicle fleet classifications or alter what the Secretary of Transportation must consider when determining the maximum feasible average fuel economy. Additionally, the stringency of these standards has changed over time, and Congress may further adjust them. Congress may explore aspects of the CAFE program's compliance and enforcement. For example, Congress may consider EPA's involvement in the enforcement of the program.

In addition, the civil penalty associated with the CAFE program is NHTSA's primary mechanism for enforcing CAFE standards, and it is currently set at $0.00. Due to this reduction to $0.00, many aspects of these CAFE standards may no longer be as applicable as before since manufacturers are no longer incentivized to comply with these standards. Congress may choose to reset the civil penalty amount. If Congress does not reset the civil penalty, Congress may choose to still engage in activities related to CAFE standards if Members anticipate future changes to the civil penalty or wish to continue to oversee aspects of the CAFE program, such as monitoring fuel efficiency of vehicle fleets and maintaining vehicle fuel economy labeling.

Congress may reevaluate the flexibilities that NHTSA offers manufacturers to comply with CAFE standards. Credits that manufacturers receive for overcompliance with their CAFE program obligations may be altered by legislation, such as through provisions that would set limitations on banking or trading credits. Congress could also reevaluate NHTSA and EPA's considerations of FCIVs. Congress has modified the incentives for alternative fuel vehicles through several laws and could choose to further modify incentives through new legislation. Congress may choose to amend NHTSA's statutory limitations on the consideration of certain alternative fuel vehicles when setting CAFE standards. Congress could also choose to make no changes to the CAFE program and allow relevant agencies to determine various aspects of the program.











Introduction

Vehicle fuel economy is regulated at the federal level by the National Highway Traffic Safety Administration (NHTSA). Fuel economy is defined in the U.S. Code as "the average number of miles traveled by an automobile for each gallon of gasoline (or equivalent amount of other fuel) used."1 In the United States, fuel economy is usually expressed as miles per gallon (mpg). A vehicle's average mpg generally signals the number of miles driven per gallon of fuel (e.g., gasoline, diesel, or alternative fuel) consumed based on certain assumptions, such as city or highway driving. Federal policymakers regulate vehicle fuel economy to limit fuel consumption and promote various goals, such as improving energy security and saving consumers money on fuel.2 NHTSA's fuel economy targets for automotive manufacturers are called Corporate Average Fuel Economy (CAFE) standards. Congress has shaped aspects of the CAFE program through legislation, including by addressing the enforcement of the program, stringency of the CAFE standards, and flexibilities provided to meet these standards.3 Lawmakers may further consider the CAFE standards and aspects of the program.

CAFE standards set a target fuel economy that a manufacturer must reach on average for vehicles produced and sold in a given model year. NHTSA sets different standards for vehicle compliance categories, also known as "fleets," depending on a vehicle's weight and whether it was manufactured domestically or imported. NHTSA determines whether manufacturers meet their fuel economy targets for their fleets in a model year. If a manufacturer exceeds the target fuel economy for its fleet, it may receive credits. If a manufacturer does not meet its target fuel economy, it must use credits to cover the shortfall or pay a civil penalty if it does not have credits.

Congress and the U.S. Department of Transportation (DOT) have changed CAFE standards since their inception in the 1970s. For example, Congress and DOT have increased the stringency of mpg targets for vehicles, altered how NHTSA enforces these standards, and provided flexibilities to automotive manufacturers to achieve these standards. Automotive manufacturers have increased the net fuel economy of their fleets since the inception of CAFE standards.

Regulatory changes have required automotive manufacturers to adjust the portfolios of vehicles they produce and sell in the United States to comply with CAFE standards. Reportedly, some stakeholders in the automotive industry have expressed concerns about frequent regulatory changes at the federal level, noting that they affect long-term product planning.4 In 2024, the Biden Administration issued a final rule updating CAFE standards for model years 2027-2031; the rule generally increased the stringency of mpg targets.5 Through the FY2025 reconciliation law (P.L. 119-21), Congress reduced the civil penalties for violations of CAFE standards to $0. In 2025, the Trump Administration proposed a rule that would amend the CAFE standards updated by the Biden Administration. The Trump Administration proposal would reduce the stringency, and address other aspects, of the standards.6

This report covers CAFE standards, particularly for light-duty vehicles and NHTSA's regulation of CAFE standards.7 Other federal and state emissions standards that may relate to the CAFE program are not included in this report.8 This report also provides a brief history of CAFE standards and covers several components of the CAFE program affected by recent congressional and regulatory actions. These components include the statutory obligations of the CAFE program, the stringency of CAFE standards, the process of determining CAFE targets, compliance and enforcement of these standards, and flexibilities afforded to alternative fuel vehicles. The report concludes with options that Congress may consider if it chooses to address policy issues concerning CAFE standards.



CAFE Standards Background

Congress enacted the Energy Policy and Conservation Act (EPCA; P.L. 94-163) in 1975, which required DOT to administer vehicle fuel economy standards, known as CAFE standards. CAFE standards required manufacturers to produce vehicles with greater fuel-efficiency with the stated goal to reduce energy consumption and limit dependence on foreign oil.9 The Secretary of Transportation delegates to NHTSA the authority to regulate the average mpg fuel consumption of vehicles in an automotive manufacturer's fleet using CAFE standards.10 Vehicles produced by a manufacturer in a given model year are separated into different fleets.11 NHTSA sets CAFE standards for all light-duty vehicles each model year, separated into three fleets, or compliance categories. These light-duty vehicle compliance categories are (1) domestic passenger vehicles, (2) imported passenger vehicles, and (3) light trucks.12 Manufacturers that produce vehicles in multiple compliance categories are to meet the CAFE standard for each category. The CAFE standard set for each of these different compliance categories typically influences automotive manufacturers' product planning. If NHTSA determines that a manufacturer does not meet the CAFE standard for any of its respective fleets, the manufacturer may face civil penalties. In 2025, NHTSA proposed amending definitions for light-duty vehicle fleet classifications to alter the dividing line between passenger and non-passenger vehicles by including some light trucks that are "primarily designed to move people" in the passenger vehicle fleet classification.13 Additionally, in the proposed rule, NHTSA noted:

separate standards for the passenger car and light truck fleets (referred to by law as passenger automobiles and non-passenger automobiles) have led manufacturers to reshape the market in unanticipated ways—such as by almost eliminating the production of station wagons (passenger cars that generally have more robust cargo capacity, adding mass and reducing fuel economy) in favor of vehicles like minivans and crossover utility vehicles (considered light trucks, and subject to less stringent standards).14








	U.S. Environmental Protection Agency (EPA) Vehicle Emissions Rules

Certain thresholds for vehicle performance are set by the National Highway Traffic Safety Administration's (NHTSA's) Corporate Average Fuel Economy (CAFE) standards and EPA's greenhouse gas (GHG) emission standards.15 Fuel economy and GHG emissions standards both relate to vehicle fuel consumption. NHTSA and EPA are statutorily required to consider each other's respective standards and consult each other in the rulemaking process.16 Along with NHTSA and EPA considering each other's respective standards in the rulemaking process, there are also three instances of joint rulemakings on these standards. NHTSA and EPA harmonized greenhouse gas (GHG) emissions and CAFE standards in a 2010 final rule and updated these standards in a 2012 final rule, which was referred to as the "National Program."17 EPA and NHTSA issued a joint rulemaking in 2020 under "One National Program," which was a midterm evaluation of the 2010 and 2012 final rules. 18 Differing statutory authorities for these standards, changes to the compliance regime, varying levels of industry input, and rules issued separately by each agency contribute to industry stakeholders' criticism of what they perceive as a lack of regulatory alignment and undue regulatory compliance burden.19 In February 2026, EPA rescinded the 2009 endangerment finding, which required EPA to issue GHG emission standards for vehicles and was a prerequisite for the agency to regulate mobile source GHG emissions.20 Absent GHG emissions standards for vehicles set by the EPA, there are no GHG standards to which NHTSA would align CAFE standards, which would make this regulatory alignment inapplicable.









Statutory Obligations for Standard Setting

Title 49, Section 32902, of the U.S. Code sets several statutory obligations for CAFE standards, including certain considerations when determining their stringency. This section of the U.S. Code requires the Secretary of Transportation (the Secretary) to prescribe average fuel economy standards at least 18 months before a given model year begins and limits regulation to cover not more than 5 model years.21 Title 49, Section 32902(a), requires the Secretary to issue standards that "shall be the maximum feasible average fuel economy level that the Secretary decides the manufacturers can achieve in that model year."

Congress, via EPCA, required the Secretary to factor in several considerations when assessing the maximum feasible average fuel economy  and determining the stringency of CAFE standards.22 These considerations (found in 49 U.S.C. §32902(f)) include "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." The following is a brief overview of how NHTSA views these considerations:


	Technological Considerations: NHTSA generally does not require specific technologies to meet these standards and must consider the costs and feasibility of technologies available to manufacturers.23

	Economic Practicability: When determining economic practicability and whether the net benefit of the proposed standards exceeding the net costs, NHTSA considers whether the proposed standards are "within the financial capability of the industry, but not so stringent as to threaten substantial economic hardship for the industry."24

	Effects of Other Motor Vehicle Emissions and Safety Standards: NHTSA must consider the effect of "other motor vehicle standards," including the relationship between CAFE standards and other regulations, such as those relating to safety and emissions.25

	Energy Conservation: Energy conservation is interpreted by NHTSA as "the consumer cost, national balance of payments, environmental, and foreign policy implications of our need for large quantities of petroleum, especially imported petroleum."26



These four factors must always be considered, but Administrations may weigh factors differently depending on their priorities. For example, the Biden Administration set more stringent standards than the Trump Administration and cited energy security (an element of energy conservation) and saving consumers money (an element of economic practicability) as the reasons to set those standards.27 The Trump Administration has set standards that are less stringent and noted the ability for manufacturers to comply with these standards (elements of technological feasibility and economic practicability) as reasons for more gradual increases in stringency.28



Stringency of CAFE Standards

Congress and DOT have amended and generally increased the stringency of CAFE standards since their implementation in 1978.29 CAFE standards require automotive manufacturers to meet the fuel economy set by the Secretary or otherwise required by Congress.30

EPCA required CAFE standards for both domestic and imported passenger vehicles for model year 1978.31 For light-duty trucks, EPCA required the fuel economy to be set for model year 1979; these standards have been raised at points by both NHTSA and Congress since then.32

The Energy Independence and Security Act of 2007 (EISA; P.L. 110-140) required the Secretary to issue CAFE standards that incrementally increase over time, reaching 35 mpg for the "combined fleet" (or the average of passenger cars and light trucks) by 2020. NHTSA issued its first combined fleet standards in 2009 with a target of 27.3 mpg by model year 2011.33 Separate standards apply for each of the three light-duty compliance categories. Manufacturers are to achieve standards separately across these compliance categories in addition to the combined fleet standard. For example, regulations issued during the Biden Administration projected a required average fuel economy of 49 mpg by model year 2026 for light-duty vehicles.34 In the 2025 CAFE NPRM, which would revise these standards, NHTSA projected a required average fuel economy of 30.4 mpg by model year 2026 for light-duty vehicles.35




CAFE Targets

NHTSA expresses CAFE standards through a mathematical function, which may be referred to as the "CAFE curve." The CAFE curve is used to set CAFE targets for manufacturers. EPCA, as amended by EISA, requires CAFE standards to be "based on 1 or more vehicle attributes related to fuel economy and express each standard in the form of a mathematical function."36 The mathematical function that NHTSA uses to derive the curve for CAFE standards sets individual CAFE targets for each vehicle based on a size metric, which is called footprint.37 Generally, the larger the vehicle footprint, the lower the target fuel economy for that vehicle.38 The footprint-based targets for each vehicle are then factored into the average fuel economy calculation for a manufacturer's fleet, so each manufacturer may have different CAFE targets depending on the footprint of the vehicles in their fleet.39



Compliance

NHTSA and the Environmental Protection Agency (EPA) both have roles in the enforcement of CAFE standards. Before and during the model year, manufacturers submit reports to NHTSA; at the end of a model year, manufacturers must submit compliance reports to EPA.40 Manufacturers are required to provide EPA with data that include sales figures for the model year. EPA uses this data to determine whether manufacturers met the standards for the CAFE set for their fleet.41 EPA may verify manufacturers' data, calculate manufacturers' CAFE values, determine the average CAFE values, and issue final CAFE reports to manufacturers and NHTSA. EPA also conducts tests to measure the fuel economy and emissions of the vehicles.42 After EPA issues these reports to NHTSA, NHTSA identifies whether the fleet performance is greater than or equal to the standards set for the manufacturer and determines credit balances for the manufacturer.43 NHTSA is to notify a manufacturer if it fails to meet the CAFE standard for its fleet or offer credits if it overcomplies with its CAFE standards.


Credits

NHTSA offers credits for overcompliance if a manufacturer exceeds its CAFE standard for a fleet.44 A manufacturer may earn one credit for every "1⁄10 of a mile per gallon above the fuel economy standard per one vehicle within a compliance category."45 A credit can be applied to a previous model year up to three years before it was earned (which is sometimes referred to as a "carryback"), applied to future model years up to five model years after it was earned (sometimes referred to as a "carryforward"), transferred to another fleet of the manufacturer, or traded to another manufacturer.46 Carrybacks give flexibilities to manufacturers so that if they miss their target for a given model year, they can make up for the shortfall by exceeding standards in the upcoming model years and apply those credits earned to a year when they missed the target and have not yet paid a penalty. Carryforwards offer similar flexibility for future model years. In 2007, Congress amended Title 49, Section 32903, of the U.S. Code through EISA to increase the carryforward limit from three to five years.47

Manufacturers can also transfer credits earned in one fleet (i.e., domestic passenger vehicles, imported passenger vehicles, and light trucks) to another fleet.48 For example, if a manufacturer overcomplies with its standard for its imported passenger vehicles but falls short for light trucks, the manufacturer can apply the credits earned from imported passenger vehicles to light trucks.

"Inter-manufacturer" credit trading, authorized by EISA in 2007, allows manufacturers to trade credits, in exchange for money (referred to as selling credits), with other manufacturers.49 NHTSA is statutorily prohibited from considering credit trading and transferring when setting standards.50 Some manufacturers, such as those that manufacture alternative fuel vehicles or only electric vehicles (EVs), generally overcomply with their CAFE standards and generate more credits than other manufacturers. Some of these manufacturers have regularly sold credits to other manufacturers, as part of a market for credit trading.51 If a manufacturer chooses to trade credits to another manufacturer, both manufacturers must report the trade to NHTSA and provide certain required information.52

Since inter-manufacturer credit trading was introduced, a multibillion dollar credit trading market has emerged. Some manufacturers that primarily produce alternative fuel vehicles reportedly have particularly benefitted from this market by generating and trading credits to manufacturers that did not meet their CAFE standards.53 In the 2025 CAFE NPRM, NHTSA proposed the removal of inter-manufacturer credit trading, citing the advantages for EV manufacturers and the capital constraints arising from purchasing credits for other manufacturers.54



Civil Penalty

If a manufacturer fails to meet CAFE standards and does not utilize credits to comply, it faces a civil penalty.55 In some cases, manufacturers may fail to meet a CAFE standard for reasons they might not have projected. For example, when consumers buy more large (and generally less fuel-efficient) vehicles from a fleet than the manufacturer anticipates, it may fail to meet the CAFE standard set for its fleet.56 Consequently, automotive manufacturers may choose to compensate for this by offering discounts in the given model for more fuel-efficient vehicles, producing more fuel-efficient vehicles in the following model year, purchasing credits, or paying civil penalties.

Since the inception of the CAFE program, manufacturers have regularly paid civil penalties. See Figure 1. EPCA originally set civil penalties at $5.00 "for each tenth of a mile per gallon by which the average fuel economy of the passenger automobiles manufactured by such manufacturer during such model year is exceeded by the applicable average fuel economy standard established."57 The civil penalty was raised to $5.50 in 1997, and a rule was finalized in 2016 to raise it to $14.00. This increase was delayed by the Trump Administration, reinstated by the Biden Administration, and then raised by the Biden Administration to $15.00 for model year 2022, $16 for model year 2023, and $17 for model year 2024.58 Section 40006 of the FY2025 reconciliation law (P.L. 119-21) statutorily reduced civil penalties for the violation of CAFE standards to $0.00.

This reduction in the civil penalty to $0.00 may lessen the incentives for manufacturers to produce fuel-efficient vehicles and technologies that support fuel economy improvements. Since manufacturers have factored the payment of penalties as a potential business cost over time, the civil penalty reduction to $0.00 may affect their future business decisions.59 Additionally, a civil penalty set at $0.00 may remove the market for manufacturers to purchase credits from each other to avoid civil penalties. This may have differential effects on the automobile manufacturing industry depending on the extent to which a company was the purchaser or provider of credits within the fuel economy credit market.







	Figure 1.Civil Penalties Collected by NHTSA from 1985-2025




	



	Source: Adapted by CRS from  the Department of Transportation, "CAFE Public Information Center: Summary of Civil Penalties Collected," updated July 23, 2025, https://explore.dot.gov/t/NHTSA-CAFE/views/CAFEPICReport-CivilPenalties/SummaryofCAFECivilPenaltiesCollectedDashboard?%3Adisplay_count=n&%3Aembed=y&%3AisGuestRedirectFromVizportal=y&%3Aorigin=viz_share_link&%3AshowAppBanner=false&%3AshowVizHome=n.

Notes: Negative civil penalties collected mean that the agency reimbursed more money from penalties than it collected.









Labeling

Under Title 49, Section 32908, of the U.S. Code, automotive manufacturers are required to label certain fuel economy information on vehicles. These labeling requirements are administered through coordination between EPA and NHTSA, with EPA as the agency primarily responsible for defining test procedures, testing vehicle fuel economy, and confirming some vehicle test results, which in part determine the values provided on the fuel economy label.60 These labels were first required in the 1970s by EPCA and have since changed.61 These changes include the incorporation of a projected five-year fuel cost saving compared with the average new vehicle, driving range and charge time for EVs, and ratings on a vehicle's smog and GHG emissions.62



Fuel Consumption Improvement Values (FCIVs)

The CAFE program offers manufacturers flexibilities in the form of FCIVs, which require manufacturers to demonstrate certain fuel efficiency improvements through technologies. These FCIVs can take the form of improvements in air conditioning (AC) efficiency technologies and off-cycle (OC) technologies (e.g., thermal control technologies, high-efficiency alternators, high-efficiency exterior lighting, and engine idle start-stop technologies).63 These flexibilities were introduced to the CAFE program in 2012 when NHTSA issued a joint rulemaking with EPA on CAFE and EPA GHG standards. EPA already recognized FCIVs at this time, and the joint final rule integrated these technologies into CAFE compliance.64 AC and OC technologies are factored into EPA's calculations when determining CAFE compliance and can be used to improve the average fuel economy of a manufacturer's overall fleet.65 NHTSA's 2024 CAFE final rule phases out OC FCIVs by model year 2033 to align with EPA's phasing out of OC FCIVs for GHG emissions standards.66 In the 2025 CAFE NPRM, the agency proposed removing OC and AC FCIVs from standard-setting analysis in 2028 to ensure that projected standards are achievable for manufacturers without these technologies; NHTSA also proposed removing references to EPA's AC and OC regulations.67



Alternative Fuel Vehicles

Alternative fuel vehicles include electric, ethanol, biodiesel, and natural gas vehicles. They are incorporated into CAFE standards through flexibilities and limitations. Alternative fuel vehicles in CAFE standards are inclusive of dual-fueled and dedicated fueled vehicles.68 Dual-fueled vehicles could refer to plug-in hybrid vehicles or flexible-fuel vehicles (FFVs).69 Alternative fuel vehicles were first granted an incentive in CAFE calculations by the Alternative Motor Fuels Act of 1988 (AMFA; P.L. 100-494).70

For dual-fueled vehicles, regulators constructed the fuel economy formula with the assumption that half of the fuel utilized was gasoline and the other half was alternative fuel, which was given a 0.15 divisor as an incentive.71 The assumption that these dual-fueled vehicles were operating on half gasoline and half alternative fuel received criticism from environmental advocacy stakeholders in the case of FFVs. The incentive for FFVs received some criticism because of instances where these vehicles used less than the assumed amount of ethanol.72 The maximum increase in average fuel economy that nonelectric dual-fueled vehicles (e.g., FFVs) could receive from this incentive was originally set at 1.2 mpg in 1993. In 2007, EISA decreased the maximum increase in average fuel economy for nonelectric dual-fueled vehicles from this incentive to 1.0 mpg by model year 2015, decreasing 0.2 mpg each model year until it reached 0 mpg after model 2019.73

EISA required EPA to update these calculations without these incentives after 2019.74 This resulted in calculations that weighed the utilization of alternative fuels instead of the assumption of 50/50 gasoline and alternative fuel.75 Additionally, the National Defense Authorization Act for Fiscal Year 2015 (P.L. 113-291) required EPA to measure the fuel economy of electric dual-fueled vehicles using a similar weighting of the vehicle's utilization of electricity and gasoline or diesel.76 Some alternative energy producers and agricultural stakeholders requested that NHTSA and EPA reinstate the prior incentives for FFVs in the 2024 CAFE rulemaking.77 NHTSA did not propose further incentives but continued to allow FFVs to receive credits if they overcomplied with standards.78

Specific calculations for EVs, such as battery-electric and plug-in hybrid, were not formalized until 2000. This is done by calculating a petroleum equivalency factor (PEF) that allows automotive manufacturers to convert the measured electrical energy consumption of EVs into an mpg equivalent and factor it into the CAFE standards of a fleet.79 In 2000, and updated in 2024, DOE published a final rule with procedures for calculating the PEF of EVs.80 In February 2026, DOE issued an interim final rule revising the PEF calculation by removing a consideration called the fuel content factor (FCF) from the calculation. DOE cited that this removal is "consistent with a United States Court of Appeals for the Eighth Circuit decision that held, among other things, that the inclusion of the FCF in the PEF calculation exceeded DOE's authority under the substantive statute."81

NHTSA is statutorily required to consider dual-fueled vehicles as operated only on gasoline or diesel fuel and may not consider the fuel economy of dedicated automobiles when setting new CAFE standards.82 NHTSA may take other approaches when considering alternative fuel vehicles during the rulemaking process. In 2024, NHTSA included alternative fuel vehicles in other aspects of the standards, such as including EVs when considering a no-action alternative, commonly referred to as the "reference baseline."83 Some automotive industry stakeholders claimed the inclusion of EVs in the analysis of the reference baseline was statutorily prohibited by EPCA and EISA. Specifically, these stakeholders argued that NHTSA is statutory prohibited from considering the fuel economy of dedicated alternative fuels in its consideration of CAFE standards.84 NHTSA determined that this is only the case for the analysis of what is required to meet NHTSA's final CAFE standards, not the assumptions in the reference baseline.85 Additionally, NHTSA noted that "modeling ... electric vehicles that manufacturers have committed to deploy enables NHTSA to make more realistic projections of how the U.S. vehicle fleet will change in the coming years independent of CAFE standards, which is foundational to our ability to set CAFE standards that reflect the maximum feasible fuel economy level achievable through improvements to internal combustion vehicles."86 In the 2025 CAFE NPRM, NHTSA stated that it did not consider EVs when setting standards and noted a differing approach than CAFE rulemakings from 2020, 2022, and 2024.87



Selected Policy Options

Congress established the CAFE program through EPCA and has amended it through legislation such as EISA. NHTSA generally administers this program, and Congress may choose to reevaluate the program and agency authorities. Lawmakers may choose to evaluate the program and engage in oversight through hearings, requests for information, or consultations with NHTSA and industry stakeholders through meetings or advisory programs.

Congress may choose to reevaluate some aspects of the CAFE program, such as vehicle fleet compliance categories, statutory obligations, the stringency of the standards, harmonization with EPA GHG emissions standards, enforcement, and the various flexibilities offered by the program. Congress may consider whether, and if so how, these aspects might further the program's goals, such as energy conservation; a consumer's ability to save on fuel costs; the industry's ability to produce vehicles that comply with proposed standards; and the relationship between CAFE standards and vehicle safety or fuel consumption generally. Members may assess whether, and, if so, to what extent, the reduction of the civil penalty for violating CAFE standards has affected the incentives for manufacturers to comply with the regulation. The following are selected potential considerations for Congress.


Vehicle Fleet Definitions

Members may examine vehicle fleet classifications. Title 49, Section 32902, of the U.S. Code provides requirements to set separate standards for vehicle fleets, and Title 49, Section 523, of the Code of Federal Regulations sets out definitions of these different types of vehicle fleets. The definitions of domestic passenger vehicles, imported passenger vehicles, and light trucks and their associated requirements were reevaluated in the 2025 CAFE NPRM.88 Congress may consider the definitions of light-duty fleet classifications to account for changing vehicle uses, such as light trucks being used for passenger purposes, or vehicle fleet classifications incentivizing vehicle manufacturing misaligned with consumers' interests.



Standard Setting

Congressional policymakers may choose to review aspects of Title 49, Section 32902, of the U.S. Code, which requires the Secretary of Transportation to factor in several considerations when determining the maximum feasible average fuel economy. These considerations include "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" (see "Statutory Obligations for Standard Setting").89 Administrations may weigh these considerations differently, which might result in CAFE standard changes based on such differing assessments. Automotive industry companies may find complying with changing standards costly or burdensome. For example, the automotive industry typically develops 5- to 10-year product plans, so CAFE standards that change from one Administration to another might affect or disrupt such product plans. Congressional policymakers may consider whether potential regulatory uncertainties support further definition to reduce variability in standard setting.90

Policymakers might similarly assess the stringency of CAFE standards and the extent to which such stringency meets the intent of Congress. Congress could itself establish CAFE targets. For example, lawmakers set the target of 35 mpg by model year 2020 for light-duty vehicles when it enacted EISA in 2007.91 Since then, NHTSA has set various CAFE standards through rulemakings over multiple Administrations. Alternatively, Congress might create targets for individual fleets.

Members might weigh the value of providing agency discretion in setting standards versus establishing prescriptive standards in statute. Continuing, or refining, agency discretion may allow for more timely response to technological advances, while establishing prescriptive standards in statute may serve as a baseline or indicate the intent of Congress with respect to stringency or the trajectory of the standard.



Role of EPA

Both EPA and NHTSA have roles regarding the regulation vehicle performance. Policymakers may consider the alignment of NHTSA CAFE standards with EPA GHG emissions standards efforts or EPA's involvement in verifying manufacturer compliance with CAFE standards. NHTSA has considered EPA GHG emissions standards in all its CAFE rulemakings, and the agencies have issued joint rulemakings (to varying degrees) three times under their National Program.92 NHTSA and EPA have frequently noted statutory obligations to consider the CAFE and GHG emissions when setting new standards, but some automotive industry stakeholders look for further coordination.93

Some industry stakeholders have called for alignment between NHTSA and EPA standards, reasoning that compliance for fuel consumption regulations may be more complex when not aligned across agencies,94 while the recission of the 2009 endangerment finding may lessen calls for harmonization between NHTSA and EPA standards.95 In previous rulemakings, the agencies have cited their different statutory authorities as limitations to fully aligning their standards.96 Members could consider addressing statutory authorities that may affect standard setting, required metrics for determining compliance, and timelines for rulemakings. Congress could determine whether to require the agencies to issue joint rulemakings, for example, as was done in the National Program rulemaking, in an effort to ensure alignment.

EPA also oversees vehicle fuel economy testing and generates manufacturers' CAFE reports to verify compliance; interested Members might choose to review this EPA function. In 2005, Congress required EPA to update aspects of fuel economy testing procedures to ensure they were more reflective of actual in-use fuel economy of vehicles.97 Interested Members might continue oversight regarding testing procedures and the alignment of these results with vehicle label information regarding fuel economy.



Compliance Enforcement

In the FY2025 reconciliation law, Congress set the civil penalty for not complying with CAFE standards to $0.00 per tenth mpg.98 The civil penalty is NHTSA's primary mechanism for addressing noncompliance with CAFE standards and thus incentivizing manufacturers to produce more fuel-efficient vehicles and support the goals of the program.

Members could evaluate the relationship between NHTSA and automotive manufacturers with respect to incentivizing production of fuel-efficient vehicles and what alternative mechanisms exist to achieve compliance. For example, these alternative mechanism could include directly engaging with the industry to align on plans to produce more fuel-efficient fleets, similar to the National Program, or creating grant programs and tax credits to support the production and sale of fuel-efficient vehicle, similar to programs found in the Infrastructure Investment and Jobs Act (P.L. 117-58) and the FY2022 budget reconciliation measure (P.L. 117-169).99

Members might engage in oversight activities to determine the effect on fleet fuel efficiency of reducing the civil penalty. Absent the presence of a civil penalty, fleet fuel efficiency might decrease and the broad goals of the statute might not be met. In contrast, market forces or technology development may be sufficient to incentivize manufacturers to meet current or exceed current fuel efficiency standards. Such information might inform decisions regarding the sufficiency of the existing penalty, the apparent extent of vehicle fuel efficiency, and potential alternative mechanisms that may exist to achieve compliance.



Flexibilities

NHTSA offers several flexibilities to help manufacturers comply with CAFE standards and account for alternative fuel vehicles. These include credits for overcompliance with CAFE standards, FCIVs derived from OC and AC technologies, and incentives in calculations for alternatives fuels. Congress and NHTSA have altered these flexibilities since passage of EPCA, and the automotive industry has responded to these adjustments. Members may choose to evaluate these flexibilities and their applicability to the CAFE program.


Credits

The timeframe for carrying forward and carrying back credits has been amended previously by Congress.100 Members might explore the effects of extending or reducing the period that manufacturers can carry forward or carry back credits. Such changes to these time periods would determine when manufacturers' credits expire and their potential for use in complying with the program.

The 2025 CAFE NPRM proposed removing inter-manufacturer credit trading and noted that it has "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."101 Congress could evaluate this assessment, and could codify a limitation on inter-manufacturer credit trading. This could potentially adversely affect EV manufacturers, which would lose a source of revenue, and potentially make regulatory compliance more difficult for companies that engage in purchase of these credits. Alternatively, should Congress seek to require the maintenance of inter-manufacturer credit training, it could remove discretionary language provided to the Secretary and replace it with a statutory requirement.102



FCIVs

Congress could evaluate whether OC and AC technologies improve vehicle performance and save consumers money that would have been spent on fuel. Members of Congress could assess whether FCIVs lead to these improvements, and could take action by formalizing these technologies in the CAFE program, which may take the form of writing language into the U.S. Code,  factoring FCIVs into CAFE calculations, or requiring a rulemaking from the agency on these technologies.

Alternatively, Congress could analyze whether these technologies do not improve vehicle performance and do not save consumers more money, and whether these technologies should remain out of consideration for the CAFE program. If this is the case, Congress might allow NHTSA to proceed with the current rulemakings addressing FCIVs in the CAFE program or decide to consider legislation with language limiting the inclusion of OC and AC technologies to ensure that future rulemakings do not factor these technologies back into the program. Lawmakers may also determine that NHTSA is best suited for evaluating these technologies and allow for these decisions on these technologies to be made at the agency's discretion.



Alternative Fuels

Members may attempt to clarify the role of alternative fuel vehicles (e.g., dedicated and dual-fueled vehicles) in CAFE standards. The inclusion of alternative fuel vehicles in CAFE standards has led to differing policies between Administrations (see "Alternative Fuel Vehicles"). A wide range of stakeholders have expressed diverging opinions, mainly concerning consideration of EVs. Some of these stakeholders have urged NHTSA to remove consideration of EVs in many aspects of CAFE standards;103 others have supported NHTSA's current practices of including these vehicles in standard setting and flexibilities.104 Congress might evaluate certain types of alternative fuel vehicles separately or jointly when considering their inclusion in CAFE standards as well as the incentives applied to alternative fuel vehicles in calculating CAFE compliance, the credit accrual and trading for these types of vehicles, or these vehicles' inclusion in standard setting.


Incentives

Congress has modified the incentives for alternative fuel vehicles through law several times and could choose to revise or introduce further incentives applied to FFVs, plug-in hybrid vehicles, nonelectric dedicated fueled vehicles, and EVs.105 Congress might reevaluate the calculation for these alternative fuel vehicles and alter incentives in the calculation, depending on lawmakers' assessment of how these alternative fuel vehicles support the goals of the CAFE program, such as energy conservation.106 If there are low adoption rates of alternative fuel vehicles that would support energy conservation and lawmakers are interested in incentivizing the production of these vehicles, Congress may seek provide incentives in calculations. Alternatively, if lawmakers determine that these vehicles do not further the goals of the CAFE program, Members may opt against providing further incentives or adjust the current incentive structure for alternative fuel vehicles. For example, lawmakers may determine that the current incentive structure is overly favorable to alternative fuel vehicles and decide to adjust the consideration of these vehicles in the CAFE program. If lawmakers decide to adjust these considerations of alternative vehicles in either of the aforementioned ways, they may adjust the incentives these vehicles receive by directing NHTSA to engage in a rulemaking on this topic or adjusting the statutory language. Additionally, Members of Congress may determine that the CAFE program's current way of incorporating alternative fuel vehicles into the program is sufficient and decide to leave it to NHTSA's discretion if there are to be further adjustments to how these vehicles are considered.



Credit Accrual and Trading

Recent rulemakings could alter the ability of manufacturers of alternative fuel vehicles to accrue and trade credits. The 2025 CAFE NPRM proposed barring credit trading and noted as a reason for this decision the monetary advantages credit trading gives manufacturers that produce only EVs over automotive manufacturers that produce internal combustion engine vehicles.107 Some environmental advocacy stakeholders oppose the Trump Administration's proposal to remove credit trading and remove EVs from all aspects of standard setting and have commented that this proposal would not support the CAFE program's goal of reducing oil consumption.108

Congress could maintain the current regulatory framework for credit trading and rely on the expertise of NHTSA for these decisions. Providing such discretion to NHTSA might lead to further changes to credit trading depending on Administration priorities, potentially affecting industry long-term planning.

Lawmakers may pursue legislation on this topic to ensure more regulatory certainty, such as by barring alternative fuel vehicles from accruing and trading credits, affirming their ability to accrue and trade credits, or specifying types of alternative fuel vehicles that can accrue and trade credits. Congress could evaluate whether the current credit system unfairly advantages EV manufacturers, and Members could introduce legislation that would prohibit credit trading, limit credit trading for alternative fuel vehicles, or prohibit manufacturers of alternative fuel vehicles from receiving and trading credits.

If Congress determines that EVs support the intent of the CAFE program, it could affirm the ability of EV or other alternative fuels vehicle manufacturers to trade and accrue credits. This would allow for more regulatory certainty for manufacturers of these alternative fuel vehicles and their ability to accrue, trade, and sell credits.



Standard Setting

NHTSA has statutory limitations when setting CAFE standards, which Congress might choose to oversee or amend. Statute prohibits NHTSA from considering dedicated fueled vehicles, dual-fueled vehicles operating on alternative fuels, and the trading and transferring of credits when setting standards.109 NHTSA has taken different approaches to the consideration of EVs in the rulemaking process—such as consideration of EVs in the reference baseline.110 Congress might clarify whether and how alternative fuel vehicles and credit trading may be incorporated in standard setting. Potential approaches include adjusting limitations for these vehicles and credit trading in standard setting, defining the reference baseline in standard setting, or limiting the inclusion of certain alternative fuel vehicles from aspects of the rulemaking process, such as considerations in the reference baseline.
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	NHTSA, "CAFE 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," 89 Federal Register 52540, 52786-52787, June 24, 2024; and NHTSA, "SAFE Vehicles Rule III for Model Years 2022 to 2031 Passenger Cars and Light Trucks," 90 Federal Register 56438, 56444, December 5, 2025.
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