Economic and Fiscal Impact Statement

Guidance Package



Guidance Package Table of Contents

Section 1: Overview of ESS Assistance

Section 2: Steps to Complete the Economic and Fiscal Analysis, Including
Form 399

Section 3: Sample Memo to Request ESS Assistance

Section 4: Form 399

Section 5a: Instructions on How to Fill Out the 399

Section 5b: Instructions on What Information is Needed to Fill out the 399

Section 6: State Administrative Manual (SAM) Instructions to Assist 399
Completion

Section 7: ESS Staff Assignment Memorandum

Section 8: ESS Approval of the 399 Memorandum



Section 1

The Economic Studies Section will:

Meet with the regulation writer(s) to provide initial consultation and map out a
plan for data collection, method, assessments and timeline to complete the
economic and fiscal analysis, including the 399.

Assist with the assessment of the regulation’s economic/fiscal impact on
California individuals, businesses, and competitiveness as required by law.

Be available for continued consultation and provide sources of specific economic
and financial data.

Consult with the regulation writer to determine if the regulation will have
significant economic impacts.

Assist the regulation writer with the cost analysis (for the economic impact
analysis) of the regulation and the fiscal impact (for the fiscal impact statement)
and conduct appropriate cost-effectiveness assessment(s).

Review draft analysis; advise/assist on revisions and refinements.

Ensure the 399, Cal/EPA Summary, Notice and ISOR are all CONSISTENT.

Meet with DOF (if necessary) to explain the regulation and present
economic/financial analysis (399) and receive feedback from DOF.

Work with regulatory staff to address DOF comments.

Conduct training for division writing regulations.

The Board Administration and Regulatory Coordination Unit will:

Require the 399 package to be approved by ESS.

Make sure the 399 package contains and is accompanied by a Cal/lEPA
Summary.

Track and route to obtain the three signatures required (Executive Officer,
Cal/EPA, and DOF).



Section 2

e Division or branch chief assigned to write the regulation requests assistance from
ESS. (Sample request memo is on page 4.)

e ESS sends memo (see page 24) assigning ESS staff to work with regulation
writer. ESS staff meets with regulation writer as early in the regulation
development process as possible for initial consultation.

e Regulation writer and ESS develop method to assess cost of regulation,
economic and fiscal impact, including data collection, analysis and time-line for
completion.

e ESS assists regulation writers collect data (develop surveys, identify primary
sources of economic/financial and cost data, relevant research, area experts and
to complete the 399). See web link:
http://www.arb.ca.gov/research/econprog/399/form399/form399.htm for additional
information.

e ESS assists regulation writer with cost and economic/fiscal impact analysis and
the Initial Statement of Reasons (ISOR).

e ESS reviews the 399, Notice, and ISOR, for consistency.

e ESS receives the 399 two weeks before it is sent to OAL.

* ESS obtains the final 399 that reflects Board approved regulation and signs off
on the analysis. (See sample memo on page 25.)

e ESS copies BARCU on the final 399 sign-off.

e If necessary, ESS meets with DOF and works with regulation writer to address
DOF’s concerns.



Section 3:

\"“ Air Resources Board

Mary D. Nichols, Chairman
1001 | Street » P.O. Box 2815
Linda S. Adams Sacramento, California 95812 « www.arb.ca.gov Arnold Schwarzenegger
Secretary for Governor
Environmental Protection

TO: Fereidun Feizollahi, Manager

Economic Studies Section

Research Division
FROM: Division or Branch Chief Requesting Assistance
DATE:

SUBJECT: REQUEST FOR ASSISTANCE: 399 PREPARATION

| am requesting assistance to analyze the economic and fiscal impacts and to complete
the Form 399 for the (provide overview of regulation).

Include division contact person or lead regulation writer and estimated date when you
would like the economic and fiscal impact analysis and the 399 completed.

Note: Please initiate this request as early in the regulation writing process as possible.
The earlier you can involve the ESS, the more comprehensive the level of support.

cc:  Judy Lewis, Manager
Greenhouse Gas Enforcement Section
Enforcement Division

The energy challenge facing California is real. Every Californian needs to take immediate action to reduce energy consumption.
For a list of simple ways you can reduce demand and cut your energy costs, see our website: http://www.arb.ca.gov.

California Environmental Protection Agency

Printed on Recycled Paper



Section 4: Sample 399
This is a sample of the Form 399. Web link: http://inside.arb.ca.gov/forms/std399.doc or
http://www.documents.dgs.ca.gov/osp/pdf/std399.pdf.

STATE DF CALFTRENLA,

ECONOMIC AND FISCAL IMPACT STATEMENT

(REGULATIONS AND ORDERS)
ERE e Swe FAM Secticns G500 - @880 for Insirwctions and Code Cifations
TEFARTMENT HAME COMTALT FERSOH TELEFHUNE HUHEER
TECCART T TILE FRLIR MUTT oG] DR FORR 400 TESTILE FLE WLFANED
Z
ECONOMIC IMPACT STATEMENT
A ESTIMATED PRIVATE SECTOR COET IMPACTE  finclude calowiations and assumphons in fhe Rilsmaking record |
1 Check the appropnate boxles) below to indicate whether thes regulakion;
-_] a. Impacts besinesses andfor employees E' &, Irposes rapoting requirsmnents
'__!h FmpRcls smel businesses |_|f Imnpraess prescriphies instead of performance standands
'_!-:. Impacts jobs of scoupations E'g. Inpacts Indbviduals
._||:|. Frpacis Caffornia competitiveness |:| b Hone of lhe above [Explain balow. Complale s

Fiscad Impact Stelemend oS apvopnate

i feonit )

(IF any Gew dn ¥ems 12 frpuph @ 5 chesked, comiplele iis Sconamic Ampad Siatement.

s Enter ke total number of business=s impacted; Describe the fypes of businesses [Inoude nonoralls);

Eribar the rumaer or percentage af tolal businesses impaciad thal zre small businesses

3. Entar the nunnber of businesses that sill be created: efrminated
Explain;
4 Indcate the gecgraphic extent of impacts _ | Etalgasde || Local or regional (it sreas:

4. Enter the numiber of jobs cresied; o limingied Describe the tvpes of jobs o eocupations impasted:

& WASH the regulstion afiact the abiliby of Califormea busnesses fo compete with ather states by malong & mare costty bo produss goads o seraces hera?

-
[ ves [l me I8y, explain Brigfy:

B ESTIMATED COSTS  (fndilnde caloniahions qod ssumotions I s ralsiraling reednd §

1. What are e tolal stateside dofar costs that busnesses and indviduass may Mo to comphy wilh $his regulation over ity Hebme? §

&, il costs for g osmall busiress: & Aanuzl ongaing cosls: § Yemrs:
b Inilind ok for n typecal busness: § Anrual ongoing cosls: § Yaprs:
& Irstial sasts for an individuel: 3 Aarual ongoing sosts: § Yeas:

d. Desone other essnomis cosls thal may aceur




ECONOMIC AND FISCAL IMPACT STATEMENT cont. {STD. 385, Rey. 2-88)

)

If mulliple indusines are mmpacied, enter the share of batal costs for each ndustny

3. Ifthe regulation impeses reparting requirements, enter the annuad 2osts & fypleal Dusness may neur to comphy wih these requrements. (nciide e dolar

coEts fo g prograninwig, record keaping, reerfing, and oftier gepersank, wihsther or nol the peperwark mis o subasited 5

. WM Ehis reguiation directiy Impatt holdsing casts? I:I ¥es I_ Mo If yas, entar the annual dollar cost par housing unit: § andthe

nusrher of unils:
3. Are there comparabbe Federal regulations? :l‘f-c-s D e  Exphlainihe nesd for State reguiation gresn the existence or absence of Federal

fegulsliong

Enter any sddifional costs o businesses andior indhiduals thet may be due to Staie - Federal difierences: §

T EETIMATED BENEFITE . (Estimanion af the dolfar value of bepefls (5 ol specificaly reguirad Dy salsmaking law, buf encawagsd. |

1. Briefty surmmamos the benefits Ihat may result from this regulalion and who will benefil:

- B

2 Arethe benefistheresultel | specific statutery requirements, er || goals dovaloped by the agency besed on broad stafutony auihenty?
Explain:

3 Wanat are e botel sietewide Senahts from bis reguiahoen over its lielimes? §

C. ALTERMATIVES TO THE REGULATION  (ncluca calcelaflans and assumpiions e aalsmaning racard.  Estivailon of tha solar value of Sensiits s nod
speciically raguited By rilemann g faw, bt encouraged. )

1. List aRermaltives consideresd and describe them balow. i no allematives were considered, explain why ot

2. Suramarize the tobal shatewide cosfs and benefts fom ki ragulation and each allemalive congidensd

Reguiation: B=nefit & Cost 3
Albarnative 1 Benefl: & Cost 3
Alt=rnative 2 Benefit & [ -

F. Briefty desouss amy quantifealion ssuss (hat e relevanl Lo s sompaisan of eslimatad costs and banefts for this regulation & allematives:

4. Rulemaking law requires agencies lo consider performance standards as an alternalive, if o regulabion mandates the use of specific technologies o
equipment, or prescribes soecific acions of procadunss, Ve permenmEance stendarcs consioered 1o lewer compliancs Gosa? DY@E — Mo

Explain,

E. MAICR REGULATIONS  {inciude calcwlalions and mssumipdions o the raigriaking record
CalVEFA hoards, ofices and depariments are swhlecd fa e fokowing sddiianal requiremants per Health and Safeny Cads sacilon 57005,
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ECONOMIC AND FISCAL IMPACT STATEMENT cont. {STD. 385, Rev. 2-88)

1. Wil the estimaled costs of this regulation to Californin besiness enterprises soosed $10 million 7 Ll

Tes Mo [iF ha, ship the rest of this sechion)

2. Briefy describe each egually as afechve eternative, or combination of alematives. for which 8 cost-effactveness aralysis was parformed:
Ademahue 1;

ARnmabvg 2;

3. For the reguialion. and each allemative past descrived. enler the aslimaled tolal cost and overadl cost-effectivenass ratio

Regulation: 5 Costetfackiveness ralia:
Azmmeative 1; H Cost-efechveness ratio;
ARerralive 2! ]

Cosl-effeckiveness ralio:

FISCAL IMPACT STATEMENT

A FISSAL EFFECT O LOCAL GCVERKNMENT  {ndfsals sppropnale baves 7 Hrovgh € ang affach calcwelions and assumphions of fscal impact fr
e cumant year and two subsequent Fiscal Years)

11 maticns) expendiuras of approximately 3

i the surrent Slale Fisdal Year which are reimbursable by the Stale plrsuant 1o
Section & of Arlicle X 8 of the Califormia Conslildlion and Sections 17500 ot seq. of the Gowernment Cide. Fundng for this reimbersement

:i a. i5 prowided in (Rem Budget Aot of I F [ hapher Erahutes of

L by will b regiested in dhe

Giowemor's Budget for approgriation in Budget Act of
CFiSTaL TEAR

I

|_] 2. Adoitional expendfires of approcimately 5 in ke currend State Fiszal Yearwhich mre not reimaursable by the State pursueant to
Section &of Alicle XHIl B of the Califormia Conslibulion and Sections 17500 et 2. of Ihe Sovernment Code becalss (his regulation:

1

Ll & implerentsihe Fedaral mandate contained in

_I b implernents the court mandate set forh by tha

court in the case of .

| c imglesmends & mendate of the people of this State sxpressed in their spprovel of Propastion Ma. gt the
mction,

__i d, Is ssued onby in response to a specific request from the

, which istare the onfy ioced entitys | effected;

L Le will b ity fineneed from the

authorized by Seclion
FEES PEVEXUE.ETC:H

of he

Cade;

| f provides for savings bo exch affected unil of looal government which will, ot & minimuem, offset any addilional costs bo each such unit

_|__| 3. Bavings of apprornately § annigalty

[_La. ho sdtestionad cershs oo savings becaugs this regulstion makes ooly leshnical, non-substantive o danifying changes Lo cutent law and regulalions.
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ECONOMIC AND FISCAL IMPACT STATEMENT cont. {STD. 385, Rev. 2-88)

|j 4. Mo fiscal impact exists becadss his regudation dops not athect any local entity or program.

::l &. Cfhar

B. FIZCAL EFFECT O STATE GOVERKMENT  (fodicale sppvatrisle baxes 1 ivvough 4 and afach eadculalions and esstmidlans of fecal iInpact v
e cairant pear ang hvp subsagquert Fiscal Years ¢

|_.|1. Adatienal expendiures of apprasimately 5 in e current Slate Fiscal Year. Its aniicipated that Sate agendsias wiil:

L la be anle (o absorb hess addilionsl coats wilhia e axisling budgelts and rasourees.

! b request en increase n e cumently auiborzed budget fevel for the fiscad year

|J 2. Savings of approximatiely § in e cirrent State Fescal Year,
[

Loi 4, Cther.

3. Mo fiscal impact exists becsuss s regulalion doss nat affes any Stale agancy o program

C.FISCAL EFFECT ON FEDERAL FUKDING OF STATE FROGRAMS (iedicale spprapnate foxes  throwgh 4 and afach calculallons end sesampiions
of fiscod impact for the currend year and fwo subsegaent Fscol Years |

: _—I 1, Addibonal expendfuras of spprocimately 5 v the ouerent Siate Fiscad Tear,
I__!Z. SEvings EITRI:ﬂrUZdI‘I‘IBIEi:.’ﬁ Intha cuTent State Fiscal Year.
=1
|. 13, Mo fisgal mpect exists because this regulalion does not affect any federally funded State agency of program.
e, cimer.
—
SIEHATIRE Lo TITLE
& i
] DATE
AGEMCY SECRETARY ' i
APPROMALICOHCURRENCE | &7
: PROGRAM BUDGET MANAGER DATE
DEPARTMENT OF FINAHCE ©
APPROVALICONCURRENCE | 45
1 The signaiuvre aifests thal the agency has compledad he ST 338 accarding fo the ingroctions i SAM secions 68680, and vnderslands lire
MS of e grosased n.'r.'emamwy. Slate boards, ofMces, oF delartands Aol g an Agency Seaneiery [k fave e BT Signed By e imghas!

raming ofisial o7 Iire argamralion.

2 Finance appréval and sigradars i ragquirsd wfren Sald sechions 86008570 requirs canypielion of the Fiscal impsc Stelemant ivilha STO 308
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Section 5a:

STATE OF CALIFORNIA

ECONOMIC AND FISCAL IMPACT STATEMENT
(REGULATIONS AND ORDERS)

STD. 399 (Rev. 2-98) See SAM Sections 6600 - 6680 for Instructions and Code Citations
DEPARTMENT NAME CONTACT PERSON TELEPHONE NUMBER
DESCRIPTIVE TITLE FROM NOTICE REGISTER OR FORM 400 NOTICE FILE NUMBER

ECONOMIC IMPACT STATEMENT

A. ESTIMATED PRIVATE SECTOR COST IMPACTS (Include calculations and assumptions in the rulemaking record.)

This STD. 399 (Form) is submitted to OAL as part of the 45 day notice. Prepare Form based on best available information. Form may be modified based on
new information from the public as approved by the Board and submitted to DOF.

All Sections: When a number is called for, use a range (if needed). Include an Attachment if needed. In the Attachment provide a brief explanation of the
methodology and include assumptions. (Refer to ISOR and/or FSOR and cite page number(s) if method is explained more completely.)

1. Check the appropriate box(es) below to indicate whether this regulation:

a. Impacts businesses and/or employees e. Imposes reporting requirements

b. Impacts small businesses f. Imposes prescriptive instead of performance standards
c. Impacts jobs or occupations g. Impacts individuals

d. Impacts California competitiveness h. None of the above (Explain below. Complete the

Fiscal Impact Statement as appropriate.)

h. (cont.)

(If any box in Items 1 a through g is checked, complete this Economic Impact Statement.)

2. Enter the total number of businesses impacted: Describe the types of businesses (Include nonprofits):
Describe the general business type. Refer to the Refer to ISOR and/or FSOR and cite page number(s). Report for a more complete and detailed

description of businesses.

Enter the number or percentage of total businesses impacted that are small businesses: Enter Number of businesses. Provide source of data and method

used to derive data

3.  Enter the number of businesses that will be created_Enter number (or Range) or eliminated: __ Enter Number(or Range)

Explain: _Provide a one to two line explanation of number on 399. Use economic analysis in the ISOR and/or FSOR that ESS help develop. Provide brief
description of the methodology and assumptions in the Attachment .Refer to ISOR and/or FSOR and cite page number(s).

4. Indicate the geographic extent of impacts: Statewide Local or regional (list areas):

5.  Enter the number of jobs created: Enter number (or Range)- or eliminated: Enter number (or Range)- Describe the types of

jobs or occupations impacted:_Provide a one to two line explanation of numbers on 399. Use economic analysis in the ISOR and/or FSOR that ESS help

develop. Provide brief description of the methodology and assumptions in the Attachment. Refer to ISOR and/or FSOR and cite page number(s).

6.  Will the regulation affect the ability of California businesses to compete with other states by making it more costly to produce goods or services here?

Yes No If yes, explain briefly: If the regulations only impacts a local market (California only), it is simple to explain: No

—impacts. If the requlation is not a local market: Use economic analysis in the ISOR and/or FSOR that ESS help develop. Provide brief description of the
methodology and assumptions in the Attachment. Refer to ISOR and/or FSOR and cite page number(s).

B. ESTIMATED COSTS (Include calculations and assumptions in the rulemaking record.)
| Describe the general method(s) and results in the Attachment. Refer to ISOR and/or FSOR and cite page number(s).




ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-98)

1. What are the total statewide dollar costs that businesses and individuals may incur to comply with this regulation over its lifetime: $Provide the number (or
range) May be net savings (benefits > costs) Refer to ISOR and/or FSOR for method and data. If ISOR and/or FSOR doesn’t have information, include
method and assumptions in Attachment.

a. Initial costs for a small business: $_ Range if req'd.  Annual ongoing costs: $_Range if req’d. Years: Number = Life of Equipment *

b. Initial costs for a typical business: $ Range if req’d  Annual ongoing costs: $_Range if req’d Years: Number = Life of Equipment *

c. Initial costs for an individual: $_Range if req’d Annual ongoing costs: $ Range if req’d Years: Number = Life of Equipment *

If does not impact individual put: “Individuals are not directly impacted.”

d. Describe other economic costs that may occur:_Put: “ No other costs, all costs already accounted for in above methods and cost analysis.

* If no equipment use 5 years.

2. If multiple industries are impacted, enter the share of total costs for each industry Provide industry and percentage. Include brief description how
calculated (method) Refer to ISOR and/or FSOR and cite page number(s).

3. If the regulation imposes reporting requirements, enter the annual costs a typical business may incur to comply with these requirements. (Include the dollar
costs to do programming, record keeping, reporting, and other paperwork, whether or not the paperwork must be submitted.): $_List cost as follows:
Cost Example: Programming $
Record Keeping  $
Paperwork $
- Total §

>

Will this regulation directly impact housing costs? Yes No If yes, enter the annual dollar cost per housing unit: $ and the

number of units: If Yes, Put in the number (or range) and explain in the methods and assumptions in the Attachment.

5. Are there comparable Federal regulations? Yes No Explain the need for State regulation given the existence or absence of Federal

regulations:__If no, just state the statutory requirements for the regulation. If you don’t know, ask the lawyer assigned to the regulation. If Yes, use direct
verbiage from ISOR and/or FSOR.

Enter any additional costs to businesses and/or individuals that may be due to State-Federal differences: $_ Enter number (or Range)

C. ESTIMATED BENEFITS (Estimation of the dollar value of benefits is not specifically required by rulemaking law, but encouraged.)

1. Briefly summarize the benefits that may result from this regulation and who will benefit: —Provide the main benefits (e.q. emission reduction, $ net-savings,
health impacts, and $ value of impacts. Provide a one to two line explanation of who will benefit. Use benefit analysis in the ISOR and/or FSOR that ESS
and Research Division staff help develop. Refer to ISOR and/or FSOR, cite page numbers.

2. Are the benefits the result of: specific statutory requirements, or goals developed by the agency based on broad statutory authority?
Consult assigned attorney and provide a two sentence basis for selection.
Explain:

3.  What are the total statewide benefits from this regulation over its lifetime? $_ Enter number (or Range)
(For definition of lifetime use B. 1.B.)

D. ALTERNATIVES TO THE REGULATION (Include calculations and assumptions in the rulemaking record. Estimation of the dollar value of benefits is not
specifically required by rulemaking law, but encouraged.)

1. List alternatives considered and describe them below. If no alternatives were considered, explain why not:_List the “best” two (2) alternatives considered
and provide a one to two line explanation for each of the two (2) alternatives considered. “Best” is defined as the (two) alternatives with the next lowest
cost and highest emission reductions (effectiveness). Refer to ISOR and/or FSOR and cite page number(s).
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ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-98)

2. Summarize the total statewide costs and benefits from this regulation and each alternative considered: Cost and Benefits should reflect totals summarized

over the regulation’s lifetime. (lifetime of regulation = expected equipment life) See B. 1. b. and C. 3. above.

Regulation: Benefit: $ Enter number Cost: $_Enter number
Alternative 1 Benefit: $ Enter number Cost: $_ Enter number
Alternative 2 Benefit: $__Enter number Cost:  $_ Enter number

3. Briefly discuss any quantification issues that are relevant to a comparison of estimated costs and benefits for this regulation or alternatives:
Provide a one to two line explanation describing how the assumptions used in calculating costs and benefits may prevent a reasonable comparison of

costs across the alternatives and with benefits. If necessary provide short description in Attachment.

4. Rulemaking law requires agencies to consider performance standards as an alternative, if a regulation mandates the use of specific technologies or

equipment, or prescribes specific actions or procedures. Were performance standards considered to lower compliance costs?  Yes No

Explain:_Provide one to two lines indicating why the proposed regulation did or did not consider performance standards. Refer to ISOR and/or FSOR, cite

page numbers.

E. MAJOR REGULATIONS (Include calculations and assumptions in the rulemaking record.)
Cal/EPA boards, offices and departments are subject to the following additional requirements per Health and Safety Code section 57005.

1. Will the estimated costs of this regulation to California business enterprises exceed $10 million ? Yes No (If No, skip the rest of this section)
| Check ves or no. The cost of the regulation must exceed $10 million in any one year to be considered a Major Regulation.

2. Briefly describe each equally as effective alternative, or combination of alternatives, for which a cost-effectiveness analysis was performed:

Alternative 1: Provide a one line description of any other considered alternative after the requlation is publically noticed. Provide short one page

explanation in Attachment. Refer to ISOR and/or FSOR, cite page numbers..

Alternative 2: Provide a one line description of any other considered alternative after the requlation is publically noticed. Provide short one page

explanation in Attachment. Refer to ISOR and/or FSOR, cite page numbers.

3. For the regulation, and each alternative just described, enter the estimated total cost and overall cost-effectiveness ratio:

Regulation $_Enter Number Cost-effectiveness ratio: Enter Number
Alternative 1 $_Enter Number Cost-effectiveness ratio: Enter Number
Alternative 2 $_Enter Number Cost-effectiveness ratio: Enter Number

FISCAL IMPACT STATEMENT

A. FISCAL EFFECT ON LOCAL GOVERNMENT (Indicate appropriate boxes 1 through 6 and attach calculations and assumptions of fiscal impact for
the current year and two subsequent Fiscal Years)
It is important to provide information for the current fiscal year (current fiscal year is defined as the fiscal year the 399 is submitted to DOF) and two (2)
subsequent fiscal years. Provide information for the current fiscal year below. Use the table template in the Attachment to provide information for the three
years (current + two (2) subsequent years).

If no costs are incurred within the three (3) years, enter zero (0) for each of the three (3) years. If costs occur after first 3 years include a short qualitative
description of cost and when costs will occur.

1. Additional expenditures of approximately $ Enter Number in the current State Fiscal Year which are reimbursable by the State pursuant to
Section 6 of Article XlII B of the California Constitution and Sections 17500 et seq. of the Government Code. Funding for this reimbursement:

Page 3



ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-98)

a. is provided in (ltem ,Budget Act of ) or (Chapter Statutes of

Contact ASB for appropriate budget language.

b. will be requested in the Enter Number Governor’s Budget for appropriation in Budget Act of
Coordinate with BCP process (ASD). (FISCAL YEAR)
2. Additional expenditures of approximately $ Enter Number in the current State Fiscal Year which are not reimbursable by the State pursuant to

Section 6 of Article XIll B of the California Constitution and Sections 17500 et seq. of the Government Code because this regulation:
If there is no reimbursement required to local government provide the basis for no reimbursement. (Usually the basis is the local AQMD can assess fees to
cover their increase in cost.) Check with locals to verify that the cost of the regulation will not be reimbursed. (The AQMD has authority to impose fees to
pay for compliance with the proposed regulation.)
Consult assigned attorney for a. b. c. d. and e. below.

a. implements the Federal mandate contained in_Specify specific Federal legal mandate and reference.

b. implements the court mandate set forth by the_Specify specific Court mandate and reference.

court in the case of Vs.

c. implements a mandate of the people of this State expressed in their approval of Proposition No._Specify specific Proposition at the

election;
(DATE)

d. is issued only in response to a specific request from the

Enter local government entity , which is/are the only local entity(s) affected;

e. will be fully financed from the Cite specific type of reference (Consult assigned attorney). authorized by Section
(FEES, REVENUE, ETC.)

of the Code;

f. provides for savings to each affected unit of local government which will, at a minimum, offset any additional costs to each such unit.
Check if savings at least cover cost.

3. Savings of approximately $Enter Number annually.

4. No additional costs or savings because this regulation makes only technical, non-substantive or clarifying changes to current law and regulations.

5. No fiscal impact exists because this regulation does not affect any local entity or program.

6. Other. _Provide a two (2) sentence explanation.

B. FISCAL EFFECT ON STATE GOVERNMENT (Indicate appropriate boxes 1 through 4 and attach calculations and assumptions of fiscal impact for
the current year and two subsequent Fiscal Years.)

This is the most important section in the 399 and the section that the Department of Finance reviews most carefully.

Note: It is important to provide information for the current fiscal year (current fiscal year is defined as the fiscal year the 399 is submitted to DOF) and two
(2) subsequent fiscal years. Provide information for the current fiscal year below. Use the table template in the Attachment to provide information for the
three years (current + two (2) subsequent years).

If no costs are incurred within the three (3) years, enter zero (0) for each of the three (3) years. If costs occur after first 3 years include a short qualitative
description of cost and when costs will occur.
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ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-98)

1. Additional expenditures of approximately $_Enter Number in the current State Fiscal Year. It is anticipated that State agencies will:
Identify state government agencies impacted by the new regulation.

Provide ARB’s estimate of cost to be incurred by each State entity. Provide the affected agency’s analysis of cost, if available, in the Attachment.

Cost estimates are to be based on direct contact with other state agencies. Contact is important. DOF wants ARB to contact other state agencies and
understand the basis of the agency cost. (Provide a range of cost, if necessary). DOF needs a good enough explanation to understand the limitations of the
other agency cost estimates. If ARB can not get the other state agencies to respond to a request for information, that needs to be stated in the Attachment.

a. be able to absorb these additional costs within their existing budgets and resources. For non-ARB, attempt to get a written confirmation that
cost can be absorbed.

b. request an increase in the currently authorized budget level for the $Enter Number fiscal year.
Match cost to be incurred by ARB or any agency to budget changes approved by Finance. Identify ARB costs to be included on a future budget change. Note
limitations of estimate where uncertainly may exist. Note: DOF will true up BCP with 399.

2. Savings of approximately $ Enter Number in the current State Fiscal Year.

3. No fiscal impact exists because this regulation does not affect any State agency or program.

4. Other. Provide a two (2) sentence explanation.

C. FISCAL EFFECT ON FEDERAL FUNDING OF STATE PROGRAMS (Indicate appropriate boxes 1 through 4 and attach calculations and assumptions
of fiscal impact for the current year and two subsequent Fiscal Years.)

Note: It is important to provide information for the current fiscal year (current fiscal year is defined as the fiscal year the 399 is submitted to DOF) and two
(2) subsequent fiscal years. Provide information for the current fiscal year below. Use the table template in the Attachment to provide information for the
three years (current + two (2) subsequent years).

1. Additional expenditures of approximately $ Enter Number in the current State Fiscal Year.

2. Savings of approximately $ Enter Number in the current State Fiscal Year.
3. No fiscal impact exists because this regulation does not affect any federally funded State agency or program.

4. Other. Provide a two (2) sentence explanation.

SIGNATURE TITLE
&5
DATE

AGENCY SECRETARY '
APPROVAL/CONCURRENCE &5

PROGRAM BUDGET MANAGER DATE
DEPARTMENT OF FINANCE 2
APPROVAL/CONCURRENCE &5
1. The signature attests that the agency has completed the STD. 399 according to the instructions in SAM sections 6600-6680, and understands the

impacts of the proposed rulemaking. State boards, offices, or departments not under an Agency Secretary must have the form signed by the highest
ranking official in the organization.

2. Finance approval and signature is required when SAM sections 6600-6670 require completion of the Fiscal Impact Statement in the
STD. 399. However, Finance must immediately receive a copy of each STD. 399 submitted to OAL without Finance signature, and
Finance may subsequently question the “no fiscal impact” finding of a state agency.
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Use the table template to provide cost estimates for the current fiscal year (current fiscal year is defined as the fiscal year the 399 is

ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-98)

Attachment
Fiscal Effect on Local and/or State Government

submitted to DOF) and two (2) subsequent fiscal years.

Fiscal Year

#PYs*

PY Costs ($)**

Travel ($)

Equipment ($)

Other Costs (§)***

Total

Current FYear

FY 09 -10

FY 10- 11

Total

* |dentify the number of new ARB staff positions needed to support the regulation. Provide information below (PY Workload

Justification) to justify additional workload (type and purpose of work). Provide the big picture. For example, how are the PYs

going to be used? Why does ARB need more staff?

** PY costs are calculated by multiplying the number of PYs times $170,000.

*** Describe other types of cost such as training, etc.

For specific fiscal years, identify ARB costs incurred and not yet approved on a budget change.

If costs occur after first 3 years include a short qualitative description of cost and when costs will occur.

PY Workload Justification

Page 6




Form 399 Instructions Links
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Section 5b:

http://www .arb.ca.gov/research/econprog/399/form399/instruct-form.htm

This page last reviewed May 20, 2009

Please click on the links below for instructions

specific to that part of Form 399.

STATE OF CALIFORNIA
ECONOMIC AND FISCAL IMPACT STATEMENT
(REGULATIONS AND ORDERS)

STD. 399 (Rev. 2-98)

See SAM Sections 6600 - 6680 for Instructions and Code Citations

DEPARTMENT NAME CONTACT PERSON

TELEPHONE NUMBER

DESCRIPTIVE TITLE FROMNOTICE REGISTER OR FORM 400

NOTICE FILE NUMBER

ECONOMIC IMPACT STATEMENT

A. ESTIMATED PRIVATE SECTOR COST IMPACTS  (Include calcul: and in the

record.)

1. Check the appropriate box(es) below to indicate whether this regulation:

a. Impacts businesses and/or employees

b. Impacts small businesses

e. Imposes reporting requirements

f. Imposes prescriptive instead of performance standards

c. Impacts jobs or occupations

d. Impacts California competitiveness

g. Impacts individuals

h. None of the above (Explain below. Complete the

Fiscal Impact Statement as appropriate.)

h. (cont)

(Ifany box in ltems 1 a through g is checked, complete this Economic Impact Statement.)

2. Enterthe total number of businesses impacted:

Describe the types of businesses (Include nonprofits):

Enter the number or percentage of total businesses impacted that are small

3.  Enter the number of businesses that will be created or eliminated:
Explain:
4. Indicate the geographic extent of impacts: Statewide Local or regional (list areas):
5. Enter the number of jobs created: or eliminated: Describe the types of jobs or occupations impacted:

6. Will the regulation affect the ability of California busi

Yes No If yes, explain briefly:

to compete with other states by making it more costly to produce goods or services here?

in the

B. ESTIMATED COSTS (Include calcul: and record.)

1. What are the total statewide dollar costs that busil

a. Initial costs for a small business: $ Annual ongoing costs: $

b. Initial costs for a typical business: $ Annual ongoing costs: $

[ Initial costs for an individual: $ Annual ongoing costs: §

d. Describe other economic costs that may occur:

and individuals may incur to comply with this regulation over its lifetime: $,

Years:

Years:

Years:

2. Fmultiple industries are impacted, enter the share of total costs for each industry.

3. If the regulation imposes reporting requirements, enter the annual costs a typical business may incur to comply with these requirements. (Include the dollar costs to do programming, record keeping, reporting, and other papervork, whether or not the

papemork must be submitted.): $

If yes, enter the annual dollar cost per housing unit: $

and the number of units:

4. Will this regulation directly impact housing costs? Yes No
5. Are there comparable Federal regulations? Yes No

Enter any additional costs to businesses and/or individuals that may be due to State-Federal differences: $.

Explain the need for State regulation given the existence or absence of Federal regulations: -

C. ESTIMATED BENEFITS (Estimation of the dollar value of benefits is not specifi

law, but

lly required by

g

1. Briefly summarize the benefits that may result from this regulation and who will benefit:

2. Are the benefits the resultof:  specific statutory requi

,or goals developed by the agency based on broad statutory authority?

6/23/2009 9:23 AM



Form 399 Instructions Links http://www .arb.ca.gov/research/econprog/399/form399/instruct-form.htm

Explain:

3. What are the total statewide benefits from this regulation over its lifetime? $,

D. ALTERNATIVES TO THE REGULATION (Include calculations and ions in the ing record. Estimation of the dollar value of benefits is not i ly required by ing law, but encouraged.)

1. Listalternatives considered and describe them below. If no alternatives were considered, explain why not:

2. Summarize the total statewide costs and benefits from this regulation and each alternative considered:

Regulation: Benefit: $ Cost: $
Alternative 1 Benefit: $ Cost: $
Alternative 2 Benefit: $ Cost: $

3.  Brieflydiscuss any quantification issues that are relevant to a comparison of estimated costs and benefits for this regulation or alteratives:

4. Rulemaking law requires agencies to consider performance as an alte tive, if a regulation mandates the use of specific technologies or equipment, or prescribes specific actions or procedures. Were performance standards considered to
lower compliance costs? Yes No
Explain:

E. MAJOR REGULATIONS (Include calculations and ions in the ing record.)

Cal/EPA boards, offices and departments are subject to the following q per Health and Safety Code section 57005.

1. Will the estimated costs of this regulation to California business enterprises exceed $10 milion?  Yes No (If No, skip the rest of this section)

2. Briefly describe each equally as effective alternative, or ination of alteratives, for which a cost-effectiveness analysis was performed:

Altemative 1:

Altemative 2:

3. For the regulation, and each alternative just described, enter the estimated total cost and overall cost-effectiveness ratio:

Regulation $ Cost-effectiveness ratio:
Alternative 1 $ Cost-effectiveness ratio:
Alternative 2 $ Cost-effectiveness ratio:

FISCAL IMPACT STATEMENT

A.FISCAL EFFECT ON LOCAL GOVERNMENT (Indicate appropriate boxes 1 through 6 and attach calculations and assumptions of fiscal impact for
the current year and two subsequent Fiscal Years)

1. Additional expenditures of approximately $ inthe current State Fiscal Year which are reimbursable by the State pursuant to
Section 6 of Article XIll B of the Califoia Constitution and Sections 17500 et seq. of the Government Code. Funding for this reimbursement:

a. is provided in (ftem ,Budget Act of. ) or (Chapter Statutes of
b. will be r inthe Governor's Budget for appropriation in Budget Act of
(FISCAL YEAR)
2. Additional expenditures of approximately $ inthe current State Fiscal Year which are not reimbursable by the State pursuant to

Section 6 of Article Xl B of the Califoria Constitution and Sections 17500 et seq. of the Government Code because this regulation:

a. implements the Federal mandate contained in

b. implements the court mandate set forth by the
courtin the case of Vs,
c. implements a mandate of the people of this State expressed in their approval of Proposition No.. atthe,
election;
(DATE)
d. is issued only in response to a specific request from the
) which is/are the only local entity(s) affected;
e. will be fully financed from the authorized by Section

(FEES, REVENUE, ETC.)

ofthe. Code;

f. provides for savings to each affected unit of local government which will, at a minimum, offset any additional costs to each such unit.

3. Savings of approximately $ annually.

4. No additional costs or savings because this regulation makes only technical, non-substantive or clarifying changes to current law and regulations.

5. No fiscal impact exists because this regulation does not affect any local entity or program.

6. Other.

2 of 3 6/23/2009 9:23 AM



Form 399 Instructions Links http://www .arb.ca.gov/research/econprog/399/form399/instruct-form.htm

B. FISCAL EFFECT ON STATE GOVERNMENT (Indicate appropriate boxes 1 through 4 and attach calculations and assumptions of fiscal impact for
the current year and two subsequent Fiscal Years.)

1. Additional expenditures of approximately $. in the current State Fiscal Year. ltis anticipated that State agencies will:

a. be able to absorb these additional costs within their existing budgets and resources.

b. request an increase in the currently authorized budget level for the fiscal year.
2. Savings of approximately $ inthe current State Fiscal Year.

3. No fiscal impact exists because this regulation does not affect any State agency or program.

4. Other.

C.FISCAL EFFECT ON FEDERAL FUNDING OF STATE PROGRAMS (Indicate appropriate boxes 1 through 4 and attach calculations and assumptions
of fiscal impact for the current year and two subsequent Fiscal Years.)

1. Additional expenditures of approximately $. inthe current State Fiscal Year.
2. Savings of approximately $ inthe current State Fiscal Year.

3. No fiscal impact exists because this regulation does not affect any federally funded State agency or program.

4. Other.
SIGNATURE TITLE
?
DATE
AGENCY SECRETARY
APPROVAL/CONCURRENCE ?
PROGRAM BUDGET MANAGER DATE
DATE
DEPARTMENT OF FINANCE 2
APPROVAL/CONCURRENCE r)
1. The signature attests that the agency has completed the STD. 399 according to the instructions in SAM sections 6600-6680, and understands the impacts of the proposed rulemaking. State boards, offices, or departments not under an Agency
Secretary must have the form signed by the highest ranking official in the organization.
2. Finance approval and signature is required when SAM sections 6600-6670 require completion of the Fiscal Impact Statement in the STD. 399. However, Finance must immediately receive a copy of each STD. 399 submitted to OAL without

Finance signature, and Finance may subsequently question the “no fiscal impact”finding of a state agency.

Return to Form 399 Top Page
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Section 6
SAM - Chapter 6600 (revised 3/09)

SAM Web link: http://sam.dgs.ca.gov/default.htm Budgeting: Chapters 6601-6616

These instructions are being expanded for ARB use.

State Administrative Manual Chapters 6601-6616 Economic and Fiscal Impact
Statement FORM 399

6601 GENERAL
(Revised 03/09)

This and the following sections set forth the guidelines to complete the Economic and
Fiscal Impact Statement (STD. 399). Pursuant to Government Code Section 11346.5, a
rulemaking agency is required, prior to the issuance of an executive regulation, to include
in the notice of proposed adoption, amendment, or repeal of a regulation the following:

1. A determination as to whether the regulation imposes a mandate on local agencies
or school districts and, if so, whether the mandate requires state reimbursement
pursuant to Part 7 (commencing with Section 17500) of Division 4 of the
Government Code.

2. An estimate, prepared in accordance with instructions adopted by the Department
of Finance (DOF), of the cost or savings to any state agency or local government;
the cost to any local government that is required to be reimbursed under Part 7
(commencing with Section 17500) of Division 4 of the Government Code; any
other nondiscretionary costs or savings including revenue changes imposed on
state and local governments; and the cost or savings in federal funding to the
state.

6602 DEFINITION
(Revised 03/09)

For the purposes of implementing these guidelines, the following definitions apply:

Agency, Local. Any city, county, special district, authority, or other political subdivision
of the state.

Agency, State. Every office, officer, department, division, bureau, board, council, or
commission in state government. A "state agency" does not include an agency in the
judicial or legislative branches of state government.

Costs. All additional expenses for which either supplemental financing or the redirection
of existing staff and/or resources (with or without the need for supplemental funding) is
required. Costs include those which can be absorbed in an agency's existing budget.



Direct Costs

1. Personnel needed to perform a line function or activity prescribed (expressed or
implied) in the regulation.

2. Fringe benefits associated with those personnel, e.g., retirement, OASDI, workers'
compensation.

3. Operating expenses associated with those personnel, e.g., if compliance is
achieved by contracting with a private vendor.

4. Any additional equipment which will have to be purchased or leased in order to
comply with the regulation.

5. Allocation of other personnel-related costs if not otherwise allocated through an
indirect cost system. Some agencies may allocate the costs of rent, space, utilities,
etc., directly to the personnel involved.

Indirect Costs. Any costs related to the additional personnel or operating expenses
described in the preceding which are not directly allocated or assigned to those personnel.
They do not include a pro rata share of the costs of any manager or supervisor above the
first line supervisors since it is assumed that any such supervisors would be in place
whether or not the personnel hired to comply with the regulations were there. For
example, if a regulation necessitated the hiring of additional staff in a county welfare
department, it would not be appropriate to assign, through an indirect cost system, a
portion of the costs of the county welfare director to those new personnel since the

director would exist to perform his/her functions even if the new personnel were not
hired.

Mandate. A requirement with a consequence of noncompliance of either (1) a criminal
penalty, (2) a civil liability, or (3) an administrative penalty.

Public Agency. Any state agency, city, county, special district, school district,
community college district, county superintendent of schools, or federal agency.

Reasonable Compliance. No universal definition is available. However, the "prudent
person" test can be utilized to arrive at an appropriate definition of the term. For example,
if an agency is required by regulation to provide transportation for certain persons, it
clearly would not be appropriate to purchase limousine-type luxury automobiles to do so.
On the other hand, it would not be appropriate to provide the service by purchasing
tandem bicycles. Reasonable compliance can be achieved with some mode of
transportation between the two extremes cited. The issuing agency must evaluate each
instance separately and determine what "reasonable compliance" would be. The estimate
developed must clearly indicate the mode or level of activity it has assumed would
achieve such compliance.

Since compliance connotes that the regulation involves a requirement, costs incurred by
state or local agencies in exercising any authority granted by a regulation which is
permissive or optional are not germane and need not be estimated.



Regulation. Every rule, order, or standard of general application or the amendment,
supplement, or revision of any rule, order or standard adopted by any state agency to
implement, interpret, or make specific the law enforced or administered by it, or to
govern its procedure.

The term "emergency" means a situation that calls for immediate action to avoid serious
harm to the public peace, health, safety, or general welfare. An emergency regulation is
adopted pursuant to Government Code Section 11346.1.

Revenues. Any changes in the amounts of operating income received by state and local
agencies as the result of an executive regulation must also be identified. In this context,
"revenue" includes taxes, state and/or federal assistance, fees, licenses, and so forth.

Savings. Both actual budget reductions and the "freeing up" of staff and/or resources for
reassignment to other areas of legitimate concern of the agency.

School District. Any school district, community college district, or county
superintendent of schools.

Special District. Any agency of the state which performs governmental or proprietary
functions within limited boundaries. Special district includes a redevelopment agency, a
joint powers agency or entity, a county service area, a maintenance district or area, an
improvement district or improvement zone, or any other zone or area. Special district
does not include a city, a county, a school district, or a community college district.

County free libraries established pursuant to Chapter 6 (commencing with Section 19100)
of Part II of the Education Code, areas receiving county fire protection services pursuant
to Government Code Section 25643, and county road districts established pursuant to
Chapter 7 (commencing with Section 1550) of Division 2 of the Streets and Highways
Code shall be considered special districts for all purposes of this section.

6603 ECONOMIC IMPACT STATEMENT
(Revised and renumbered from 6680 on 03/09)

Government Code Section 11346.3 provides guidelines on how to assess the proposed
regulation's economic impact on California businesses. The Economic Impact Statement
(EIS) section has been added to the STD. 399 for this purpose. The issuing state agencies
must include a completed STD. 399 form with each proposed regulation that is submitted
to the OAL for publication in the California Regulatory Notice Register.

Questions on the EIS may be directed to the:
California Labor and Workforce Development Agency

801 K Street, Suite 2101
Sacramento, CA 95814



Telephone number: (916) 327-9064
Fax number: (916) 327-9158

6604 CONTENTS OF FISCAL IMPACT STATEMENT (FIS)
(Revised and renumber from 6603 on 03/09)

A state agency that adopts, amends, or repeals a routine regulation or emergency
regulation must make a local mandate determination and an estimate of fiscal impact
resulting from the "regulation" on the following:

Local Government

1. Any costs which must be reimbursed pursuant to Section 6 of Article XIII B of
the California Constitution and Part 7 (commencing with Section 17500) of
Division 4 of the Government Code. See Government Code Section 17514 and
SAM Section 6620.

2. Any costs which are not reimbursable under that provision of the Constitution but

which will necessarily be incurred in reasonable compliance with the regulations.

Any savings.

4. Any other impacts such as revenue changes.

(98]

State Agencies

1. Any costs that necessarily will be incurred in reasonable compliance,
administration, implementation, and/or enforcement by the issuing state agency
and/or any other state agency.

2. Any savings.

3. Any other impacts such as revenue changes.

Federal Funding to the State

1. Any additional funding required.
2. Any reduction in such funding.

The required estimate must include a definitive statement on each of these items. For
example, even if there are no resultant reductions in or savings of federal funds, that fact
must be so stated and reported. Each of the items is further defined and explained along
with suggested methodologies for developing estimates of "costs" and "savings," in the
succeeding sections.

6605 FISCAL IMPACT ON LOCAL GOVERNMENT
(Revised and renumbered from 6620 on 03/09)

Subdivision (a) of Article XIII B provides that whenever the Legislature or any state
agency mandates a new program or higher level of service on any local government, the



state shall provide a subvention of funds to reimburse that local government for the costs
of the program or increased level of service, except that the Legislature may, but need
not, provide a subvention of funds for the following mandates:

1. Legislative mandates requested by the local agency affected.
2. Legislation defining a new crime or changing an existing definition of a crime.

3. Legislative mandates enacted prior to January 1, 1975, or executive orders or
regulations initially implementing legislation enacted prior to January 1, 1975.

Subdivision (c¢) of Article XIII B provides that a mandated new program or higher level
of service includes a transfer by the Legislature from the state to cities, counties, cities
and counties, or special districts of complete or partial financial responsibility for a
required program for which the state previously had complete or partial financial
responsibility.

Government Code Sections 17500 et seq. require the state to reimburse local agencies
and school districts for any costs that they are required to incur after July 1, 1980, as a
result of a statute enacted or any executive order implementing any statute enacted on or
after January 1, 1975, which mandates a new program or higher level of service of an
existing program.

Government Code Section 17516 defines "executive order" as:

Any order, plan, requirement, rule, or regulation issued by any of the following: (1) the
Governor, (2) any officer or official serving at the pleasure of the Governor, or (3) any
agency, department, board, or commission of state government.

It is important to note that only those executive orders which implement state statutes that
impose a mandate on local governments fall within the purview of Section 6 of Article
XIII B of the California Constitution, and that any regulation listed as a statutory
exception under subdivisions (a) through (g) of Government Code Section 17556 may
have a fiscal impact, but is not a state reimbursable mandate. Specifically, any costs
which local governments incur as the result of a regulation which implements a ballot
measure approved by the voters, a court order, or a federal directive would not be
reimbursable by the state; however, as described in the following sections, the issuing
state agency is nevertheless required to include an estimate of these non-reimbursable
costs.

6606 FUNDING FOR REIMBURSABLE LOCAL COSTS
(Revised and renumbered from 6621 on 03/09)

Pursuant to Government Code Section 17561(b)(1) (B), when a regulation involves
reimbursable costs, it "...shall be accompanied by a bill appropriating the funds therefore,
or alternatively, an appropriation for these costs shall be included in the Budget Bill for



the next succeeding fiscal year." Use of the second alternative must receive prior
approval of DOF. If the state agency fails to provide appropriate funding, then affected
local agencies are authorized to file claims for reimbursement with the Commission on
State Mandates.

In order to prepare the local mandate determination required by Government Code
Section 11346.5; i.e., a determination as to whether the proposed regulation imposes a
mandate on local agencies or school districts, it is necessary to first answer the following
question:

Will the regulation require local entities to undertake a new program or to provide an
increased level of service in an existing program?

If the answer to this question is "No," then check box 4, 5, or 6 in Section A of STD.
399. If the answer is "Yes," it is then necessary to determine if the costs resulting from
the mandate are not state reimbursable based one or more of the statutory exceptions in
subdivisions (a) through (g) of the Government Code Section 17556 as follows:

1. Implements a federal mandate.

2. Implements a court mandate.

3. Implements a mandate in a ballot measure approved by the voters.

4. Results from a documented request from the only local governments affected.

5. Provides (or fall within the purview of existing) revenue sources or other
financing mechanisms.

6. Results in savings that are equal to or exceed any costs.

7. Creates, eliminates, or changes the penalty for a new crime or infraction.

In addition to these statutory exclusions, the courts have held that costs of statutes and
regulations are not reimbursable if they:

1. Result from an action undertaken at the option of a local government (County of
Contra Costa vs. State of California, 177 Cal App 3d 62.79 (1986).

2. Are not unique to local government, e.g., affect both the private sector and the
public sector (County of Los Angels vs. State of California et al, 43 Cal App 3d
46 (1987)).

If it is determined that the regulation does not impose a reimbursable mandate on local
government, it is still necessary to include a specific statement reflecting that
determination in the notice and to develop estimates of any nonreimbursable local costs.
If it is determined that the regulation does impose a reimbursable mandate on local
government, then it is important to state the mandate precisely. This is normally best
accomplished by employing a statement, expressed in mandatory terms, which identifies
both the affected local governments by group and the activity that will be required of
them, e.g., "county clerks shall provide each polling precinct worker with an American
flag," "school districts shall provide each student with a lunch box at no cost to the
student," "all local governments shall record on videotape all meetings of their governing



bodies." With the mandate so stated, it is then possible to proceed to develop an estimate
of its cost to local government.

6607 COST ESTIMATING METHODOLOGY
(Revised and renumbered from 6622 on 03/09)

A standard methodology has been developed for use in estimating costs in regulations.
The main components of that methodology are (1) statement of the mandate, (2)
background or introductory material, (3) working data, (4) assumptions, (5) calculations,
and (6) conclusion.

Descriptions of these components are as follows:
Statement of the Mandate

This is described in SAM Section 6606.
Background or Introductory Material

This component must include the following:

1. A legal description of the legislation which is the basis for the regulation, e.g.,
Chapter 1234, Statutes of 1996 (SB 123, Smith).
2. Any other pertinent historical data.

Working Data

Working data are any available statistical data and their sources which would identify the
affected universe. (For example: Secretary of State data on the number of registered
voters and/or polling places, State Department of Education data on school enrollees, or
State Controller's reports for the number of local governments.) Also, any "market place"
information or standard costs of items needed to comply with the mandate, e.g., quoted
process for forms, lunch boxes, video cameras (sales, rentals, or contract services). In
addition, it is very useful and, in some instances essential, that a representative sampling
of the affected local governments be contacted and queried as to the impact of the
mandate on them. Very often organizations representing the affected local governments
such as the California State Association of Counties (CSAC) and the League of
California Cities can either provide such information directly or identify those local
governments most likely to be most affected by and/or able to provide information
regarding the mandate's impact on them. Each county has designated a person, usually in
the County Executive's Office, as a "local mandate coordinator" for purposes of
providing information, upon request, on pending legislation and handling Commission on
State Mandates claims. Those coordinators should also be able to assist in developing
fiscal estimates for regulations.



Assumptions

On occasion, data regarding the affected universe and/or the price of the mandated item
are not readily obtainable. In these instances, it may be necessary to make some
reasonable assumptions about the impact. These assumptions must be clearly stated and
kept separate from the "hard" data used in developing the estimate.

Calculations

Any mathematical computations using working data and/or assumptions necessary to
arrive at a resultant cost figure must be displayed. Costs for both the balance of the
current fiscal year and for the subsequent two fiscal years must be developed. Separate
calculations must be provided for local, state, and federal costs, as appropriate, as
described in the succeeding sections. Any savings to each level of government must be
similarly identified.

Conclusion

Determinations made by the issuing state agency regarding the applicability of the
California Constitution to any resultant costs and/or the need to provide additional
funding of any state costs. See SAM Section 6606 for the required information.

6608 NONREIMBURSABLE LOCAL COSTS
(Revised and renumbered from 6623 on 03/09)

Local governments may incur costs as the result of the issuance of executive regulations.
These costs must be identified and estimated by the issuing state agencies even when they
are not reimbursable state mandated costs. These costs will generally result from
regulations which fall under one of the statutory exceptions listed in Section 6606.

The basic estimating methodology is the same as that set forth in SAM Section 6607;
however, it is important to clearly indicate that these are not constitutionally reimbursable
mandates and to develop estimates of offsetting savings and costs. For these regulations
no estimate of costs is required since only "other nondiscretionary costs" are specified in
law; however, there may be occasions where it would be desirable to have an estimate of
the costs that would be incurred if all eligible local governments took advantage of the
authority conferred by the regulation.

6609 SAVINGS TO LOCAL GOVERNMENTS
(Revised and renumbered from 6624 on 03/09)

In a sense, savings result from what might be called "negative mandates", since local
governments are relieved from doing something they were previously required to do.
The same basic estimating methodology as set forth in SAM Section 6607 can be
employed to determine local savings in state regulations. In fact, it should be relatively
simple to derive estimates of savings since affected local governments must be able to



identify what they are doing and what the associated costs are. The discretionary savings
must also be identified since the state would be providing local governments with the
option, if they choose to take it, to reduce the cost of government.

6610 INCREASES OR REDUCTIONS IN LOCAL REVENUES
(Revised and renumbered from 6625 on 03/09)

The state agency must prepare an estimate of any revenue changes at the local level as the
result of a state executive regulation, any such impact must be included in the estimate
prepared by the issuing agency. Any local revenue losses resulting from state executive
regulations are not reimbursable under the 1 mandate law.

6611 COSTS TO STATE AGENCIES
(Revised and renumbered from 6631 on 03/09)

The issuing state agency must accurately identify costs that other state agencies incur as a
result of its regulation. The identification will allow the other affected state agencies to
take the appropriate action to secure any needed funding. The basic methodology for
estimating costs is set forth in SAM Section 6607. The primary difference, of course, is
that the governments contacted for cost data would be state, rather than local agencies or
school districts.

Each state agency must carefully review the weekly "California Regulatory Notice
Register" published by the Office of Administrative Law (OAL) in order to determine
whether any proposed regulation therein would impact that department. The state agency
proposing to issue the regulation must notify any affected state agency of any potential
impact. Each state agency will have to determine for itself whether it needs to obtain
additional funding.

6612 SAVINGS TO STATE AGENCIES
(Revised and renumbered from 6632 on 03/09)

It is especially important to identify savings to a state agency or agencies when there may
be corresponding costs to another state agency, e.g., a transfer of responsibility. Any
savings must also be identified so that the total potential magnitude of such savings can
be known

6613 FISCAL IMPACT ON FEDERAL FUNDING OF STATE PROGRAMS
(Revised and renumbered from 6640 on 03/09)

Increase in Federal Funding

Federal funding of state programs could increase as the result of state regulations if the
state acts to exercise authority granted by the federal government. Most likely, this
would involve programs which have established sharing ratios and the state acts to
increase the size of either the client group or the payments themselves. In this context, it



is important to distinguish between regulations which implement federal mandates and
those which are issued under authority granted by the federal government. It must be
noted that recent court cases have held that the threatened loss of federal funds is not
equivalent to a federal mandate.

Rather than sampling any affected state and/or local entities, it would be appropriate and
acceptable for the issuing state agency to either calculate the increased federal fund
(based on an established sharing ratio) or to contact the federal agencies involved for
their estimates of any fiscal impact.

Reductions (savings) in Federal Funds

As with increased federal funds decreases would most likely result for programs
involving sharing ratios. The same methodology suggested for estimating federal fund
increases may be used for federal fund reductions.

6614 SIGNATURE REQUIRED FOR FISCAL IMPACT STATEMENT (FIS)
(Revised and renumbered from 6650 on 03/09)

A state agency adopting, amending, or repealing a routine or emergency regulation shall
use the STD. 399 to make a determination and develop an estimate of that proposed
regulation's fiscal impact on local governments. The Fiscal Impact Statement section of
the STD. 399 must be completed and signed when a notice of proposed action is
submitted for publication in the California Regulatory Notice Register.

The STD. 399 must be approved and signed by (1) the Agency fiscal officer and

(2) the Agency Secretary; the highest ranking official in the state agency, if it is not under
an Agency Secretary; or a designee having a written delegation from the Agency
Secretary or the highest ranking official before it is submitted to OAL. Prior to
submitting an emergency regulation to OAL for review, the DOF signature is required on
the emergency regulation pursuant to Government Code Section 11346.1; however, the
signature is not needed at that time.

6615 ESTIMATES WHICH REQUIRE DEPARTMENT OF FINANCE
ACTION
(Revised and renumbered from 6660 on 03/09)

Subdivision (c¢) of Government Code Section 11357 specifically authorizes the DOF to
"...review any estimate...for content including, but not limited to, the data and
assumptions used in its preparation."

A state agency is not required in all instances to obtain the concurrence of the DOF in its
estimate of the fiscal impact of its proposed regulation on governmental agencies. Such
concurrence is required when the adoption, amendment, or repeal of a regulation results
in local agency costs or savings, in state agency costs or savings, or in other



nondiscretionary instances such as local/state revenue increases or decreases which must
be depicted on the STD. 399 as follows:

A.1-Reimbursable Local Costs B.1-State Costs
A.2-Non-Reimbursable Local B.2-State

Costs Savings
A.3-Local Savings B.4-Other
A.6-Other

In addition, the DOF's approval is required for the inclusion in any such estimate of any
statement to the effect that reimbursement of local costs will be requested in a subsequent
Governor's Budget, Section A.1 (b) on the STD. 399.

Requests for the DOF's concurrence in or approval of a cost estimate for a proposed
regulation must be forwarded to the DOF Principal Program Budget Analyst assigned to
the issuing state agency at least 30 days prior to the date on which the "notice of proposed
adoption" is to be issued. The completed STD. 399 must be submitted to the DOF along
with copies of the calculations and assumptions leading to dollar estimates. Those
calculations and assumptions must address the proposed regulation's fiscal impact in the
current fiscal year and in the two subsequent fiscal years. A copy of the local mandate
determination and any attachments thereto must be retained by the issuing state agency in
the rulemaking file required by Government Code Section 11347.3. Questions regarding
any technical aspects of the state mandate law should be directed to that DOF analyst or
other governmental agencies that may be affected by the proposed regulation.

6616 INPUT FROM OTHER GOVERNMENTAL AGENCIES IN THE
DEVELOPMENT OF FISCAL ESTIMATES
(Revised and renumbered from 6670 on 03/09)

State agencies that propose to issue regulations must allow for input from any and all
other governmental agencies which express concern about the potential fiscal impact of
the regulation on them. Such input must be solicited by the issuing state agency by
practical means such as holding public hearings, publishing a notice in the California
Regulatory Notice Register, and offering any other appropriate means.

Although the DOF's concurrence is required only for those circumstances set forth in
SAM Section 6615, such concurrence may be requested for any other circumstances as
well. When the DOF has concurred in the fiscal estimate, the DOF will, if requested, be
primarily responsible for providing evidence and testimony to the Commission on State
Mandates on any claim from a local government that the regulation results in increased
costs. Conversely, the issuing state agency will be primarily responsible in instances
where the DOF's concurrence was not obtained.



Section 7:

\"“ Air Resources Board

Mary D. Nichols, Chairman
Linda S. Adams 1001 | Street « P.O. Box 2815 Arnold Schwarzenegger
Secretary for Sacramento, California 95812 « www.arb.ca.gov Governor
Environmental Protection

TO: Division/Branch Chief Requesting 399 Preparation Assistance
FROM: Fereidun Feizollahi, Manager

Economic Studies Section

Research Division

DATE:

SUBJECT: ECONOMIC AND PREPARATION: ASSIGNMENT OF ESS STAFF TO
THE REGULATION, TIMELINE, AND APPROVAL

(Name of ESS staff assigned to project) will be assisting your division prepare the
economic and fiscal impact analysis, Initial Statement of Reasons (ISOR), and complete
399 for the (name of regulation).

The economic and fiscal impact analysis will be completed by (provide due date for
completion of analysis and 399). ESS staff will be contacting your division shortly to
meet with the regulation writer and map out a course of action to conduct the analysis.

Please provide us the completed Notice, ISOR, and 399 two weeks before sending it to
the Board Administration and Regulatory Coordination Unit for review and process to
Office of Administrative Law.

Once the Board has approved the regulation and the 399 is revised (if necessary), | will
review the economic and fiscal impact analysis and completed 399 and provide you with
a memorandum stating ESS approved the analysis.

cc: Lori Andreoni, Manager
Board Administration and Regulatory Coordination Unit

Judy Lewis, Manager
Greenhouse Gas Enforcement Section
Enforcement Division

The energy challenge facing California is real. Every Californian needs to take immediate action to reduce energy consumption.
For a list of simple ways you can reduce demand and cut your energy costs, see our website: http://www.arb.ca.gov.

California Environmental Protection Agency

Printed on Recycled Paper



Section 8:

\"“ Air Resources Board

Mary D. Nichols, Chairman

Linda S. Adams 1001 | Street « P.O. Box 2815 Arnold Schwazenegger
Secretary for Sacramento, California 95812 « www.arb.ca.gov Governor
Environmental Protection

TO: Division/Branch Chief Requesting 399 Form Preparation Assistance
FROM: Fereidun Feizollahi, Manager

Economic Studies Section

Research Division

DATE:

SUBJECT: APPROVAL OF THE 399 FOR (NAME OF REGULATION)

ESS staff have been working with (name of regulation writer) to complete the economic
and fiscal impact analysis and the 399 for the (name of regulation).

The ESS has completed review of the Notice, Initial Statement of Reasons, and the 399
for the regulation. We agree with the conclusions in the 399 and recommend no further
changes.

cc: Lori Andreoni, Manager
Board Administration and Regulatory Coordination Unit
Office of Legal Affairs

Judy Lewis, Manager
Greenhouse Gas Enforcement Section
Enforcement Division

The energy challenge facing California is real. Every Californian needs to take immediate action to reduce energy consumption.
For a list of simple ways you can reduce demand and cut your energy costs, see our website: http://www.arb.ca.gov.

California Environmental Protection Agency

Printed on Recycled Paper



