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PROPOSED ACTION ON
REGULATIONS

Information contained in this document is
published as received from agenciesand is
not edited by Thomson Reuters.

TITLE 2. PUBLIC EMPLOYEES
RETIREMENT SYSTEM

NOTICE IS HEREBY GIVEN that the Board of
Administration (Board) of the California Public
Employees’ Retirement System (Cal PERS) proposesto
take the regulatory action described below after
considering public comments, objections, or
recommendations.

I. PROPOSED REGULATORY ACTION

Inthisfiling, the Board proposesto add § 599.518 to
Title2 of the CaliforniaCode of Regulations(CCR), en-
titled “Coverage — Appeals.” The proposed regula-
tions clarify the health coverage appeals process, spe-
cifically requiring membersto exhaust all available ap-
peal processesprior to appealing to the CalPERS Board
pursuant to Government Code (GC) § 22848.

Il. WRITTEN COMMENT PERIOD

Any interested person may submit written comments
relevant to the proposed regulatory action. The written
comment period has been established commencing
May 9, 2014 and closing at 5:00 p.m. June 23, 2014. The
Regulation Coordinator must receive all written com-
ments by the close of the comment period. Comments
may be submitted via Fax at (916) 795-4607; via E—
mail at Regulation _Coordinator@cal pers.ca.gov, or
mailedtothefollowing address:

Anthony Martin, Regul ation Coordinator
CdliforniaPublicEmployees’ Retirement System
P.O.Box 942702

Sacramento, CA 94229-2702

Phone: (916) 795-3038

1. PUBLIC HEARING

Pursuant to GC § 11346.8, the Board has not sched-
uled apublic hearing on thismatter. However, if any in-
terested person, or hisor her duly authorized represen-
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tative, submits in writing to the CalPERS Regulation
Coordinator, arequest for a public hearing at least 15
days prior to the close of the written comment period,
June8, 2014, apublic hearing shall be scheduled before
the CalPERS Pension & Health Benefits Committee.
Noticeof thetime, date, and place of thehearingwill be
provided to every person who has filed a request for
noticewith CalPERS.

IV. ACCESS TO HEARING ROOM

The hearing room will be accessible to persons with
mobility impairments, and the room can be made acces-
sible to persons with hearing or visual impairments
upon advance request to the CaPERS Regulation
Coordinator.

V. AUTHORITY AND REFERENCE

The Board has authority to take regulatory action
under GC § 22794 and GC § 22796.
Referencecitation: GC § 22848

VI. INFORMATIVE DIGEST/POLICY

STATEMENT OVERVIEW

The Public Employees Medical and Hospital Care
Act (PEMHCA) alows California Public Employees
Retirement System (CalPERS) members, who are dis-
satisfied with any action or failure to act in connection
with their health benefits coverage or that of a family
member, the right to appeal to the CalPERS Board of
Administration (Board) and an opportunity for a fair
hearing. PEMHCA, however, does not require Cal-
PERS members to exhaust any appeal processes pro-
vided by the health plans or any state agency that may
regulate the health plan in which membersand their de-
pendents are enrolled. These appeal processes include
the Patient Protection Affordable Care Act’'s (ACA)
External Review (ER) processfor membersenrolledin
CaPERS Exclusive Provider Organization (EPO) and
Preferred Provider Organization (PPO) health plans,
the Department of Managed Health Care’'s(DMHC) in-
dependent medical review (IMR) process for members
enrolledin CaPERS Health Maintenance Organi zation
(HMO) hedlth plans, and DMHC's complaint process
for members enrolled in CAPERS HMO health plans
for mattersnot eligibleforanIMR.

Since CalPERS members are not required to exhaust
the af orementioned appeal s processes, it ischallenging
for the CalPERS unit charged with managing appeals.
One of the challenges the unit encountersisidentifying
the various entities that have either reviewed or issued
decisions regarding coverage. The regulations would
provide a standardized appeals process for CalPERS
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members, eliminate confusion within the appeals pro-
cess, and reducetherisk that the Cal PERS Board’ sdeci-
sion(s) will be overturned by anindependent review or-
ganization (IRO) or another state agency; therefore, en-
suring that the final determination regarding health
coverageremainswiththe Ca PERSBoard.

Thisrulemaking action clarifiesthat all available ap-
peal options must be exhausted prior to appealing to the
CaPERS Board pursuant to GC § 22848, thereby im-
proving the management of appeals to the CalPERS
Board and affirming itsfiduciary authority in rendering
thefinal decisionregarding health coverage.

Consistency Evaluation

CalPERS has evaluated and determined that the pro-
posed regulations are not inconsistent, nor incompat-
ible with existing State regulations. There are no other
comparable existing State regulations pursuant to GC
8§ 11346.5, subdivision (a), paragraph (3)(D).
Anticipated Benefits

CaPERS believesthat the adoption of thisregulation
will benefit the health and welfare of California resi-
dents by ensuring program integrity and sustainability
of the CalPERS health benefits programswhich covers
morethan 1.3 million activeand retired state, local gov-
ernment, and school employees, and their family
members. There is no existing, comparable federa
regulation or statute.

PRE-NOTICE CONSULTATION WITH
THE PUBLIC

The proposed regulations contain technical changes
neededto clarify thelanguagein the Public Employees
Medical and Hospital Care Act (PEMHCA) regarding
the Member Health Appeals Process. Therefore, no
pre-notice consultation wasdonewiththepublic.

VIlI. EFFECT ON SMALL BUSINESS

The proposed regulatory action does not affect small
businessbecauseit appliesonly to the CaliforniaPublic
Employees’ Retirement Law.

VIIl. DISCLOSURES REGARDING THE
PROPOSED RULEMAKING ACTION
The Board has made initial
determinations;

A. MANDATE ON LOCAL AGENCIES AND
SCHOOL DISTRICTS: This regulation package
will not impose any mandates on local agencies
and school districts.

the following
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B.

COST OR SAVINGS TO ANY STATE
AGENCY: The proposed regulatory action will
not result in any cost or savings to any State
agency.

COST TO ANY LOCAL AGENCY OR
SCHOOL DISTRICT: The proposed regulatory
action does not impose costs on any local agency
or school district.

NONDISCRETIONARY COSTS OR SAVINGS
IMPOSED ON LOCAL AGENCIES: The
proposed regulatory action does not impose any
nondiscretionary costs or savings on local
agencies.

COST OR SAVINGS IN FEDERAL FUNDING
TO THE STATE: There are no costs or savingsin
federal fundingtothestate.

ADVERSE ECONOMICIMPACT: The proposed
regulatory action will not have a significant
statewide adverse economic impact directly
affecting businesses including the ahbility of
businesses in California to compete with
businessesin other states.

COST IMPACT ON REPRESENTATIVE
PRIVATE PERSONS OR BUSINESSES:
CaPERS is not aware of any cost impacts that a
representative private person or business would
necessarily incur in reasonable compliance with
the proposed action.

RESULTS OF THE ECONOMIC IMPACT
ANALY SIS: The proposed regulatory action will
not: (1) create or eliminate jobswithin California;
(2) create new businesses or eliminate existing
businesses within California; (3) affect the
expansion of businesses currently doing business
within Californig; or (4) affect worker safety or the
state’ senvironment.

CalPERS believes the adoption of this regulation
benefits the health and welfare of California
residents by ensuring program integrity and
sustainability of the CalPERS health benefits
programs which cover more than 1.3 million
active and retired state, local government, and
school employees, and their family members.

EFFECT ON HOUSING COSTS: The proposed
regulatory action hasno effect onhousing costs.

COST TO ANY LOCAL AGENCY OR
SCHOOL DISTRICT WHICH MUST BE
REIMBURSED IN ACCORDANCE WITH GC
§ 17500 THROUGH § 17630: There are no costs
to any local agency or school district which must
be reimbursed in accordance with GC § 17500
through § 17630.
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IX. CONSIDERATION OF ALTERNATIVES

Inaccordancewith GC § 113466.5 (a)(13), theBoard
must determine that no reasonable alternative consid-
ered by the Board or that has otherwise been identified
and brought to the attention of the Board would be more
effective in carrying out the purpose for which the ac-
tion is proposed or would be as effective as and less
burdensome to affected private persons than the pro-
posed action or would be more cost—effective to af-
fected private persons and equally effective in
implementing thestatutory policy or provision of [aw.

TheBoardinvitesinterested personsto present state-
ments or arguments with respect to alternatives to the
proposed regulations at a requested hearing or during
thewritten comment period.

X. CONTACT PERSONS

Inquiries concerning the proposed administrative ac-
tion may bedirectedto:

MariaRecendez, BPPP L egidlative Coordinator
CaliforniaPublic Employees’ Retirement System
PO.Box 720724

Sacramento, CA 94229-0724

Telephone: (916) 795-9576

Fax: (916) 7954680

E—mail: Maria.Recendez@cal pers.ca.gov

Thebackup contact personfor theseinquiriesis:

AnitaJones, Analyst

CaliforniaPublic Employees’ Retirement System
PO.Box 720724

Sacramento, CA 94229-0724

Telephone: (916) 795-0997

E—mail: Anita.Jones@cal pers.ca.gov

Please direct requestsfor copies of the proposed text
(the“expressterms”) of theregulations, theinitial state-
ment of reasons, the modified text of theregulations, if
any, or other information upon which therulemakingis
based, to M ariaRecendez at theabove address.

XI1. AVAILABILITY OF STATEMENT OF
REASONS, TEXT OF PROPOSED
REGULATIONS, AND RULEMAKING FILE

The entire rulemaking fileis available for public in-
spection by contacting the Regulation Coordinator at
theaddressshownin Section 1. Todate, thefileconsists
of this notice, the Initial Statement of Reasons (1SOR)
and the text of the proposed regulations. A copy of the
proposed text and the ISOR isavailable at no charge by
written request to the CalPERS Regulation Coordina-
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tor, at theaddressand phone number listedin Section.
TheFinal Statement of Reasons can be obtained onceit
hasbeen prepared.

For immediate access, theregul atory material regard-
ing this action can be accessed at CAlPERS' website at
www.cal pers.ca.gov.

XII. AVAILABILITY OF CHANGED OR
MODIFIED TEXT

The Board may, on its own motion or at the recom-
mendation of any interested person, amend the pro-
posed text of the regulations after the public comment
periodends.

If the Board amendsitsregulatory action, acompari-
son of the original proposed text and the amendments
will be prepared for an additional public comment peri-
od of not lessthan 15 daysprior to thedate on which the
Board adopts, amends, or repeals the resulting regul a-
tion. A copy of the comparison text will bemailed to all
personswho submitted written commentsor askedto be
kept notified of theresultsof theregulatory action.

X1,  AVAILABILITY OF THE FINAL

STATEMENT OF REASONS

Upon completion, copies of the Final Statement of
Reasons may be obtained by contacting the CalPERS
Regul ation Coordinator at the address shownin Section
.

TITLE 4. STATE ATHLETIC
COMMISSION

NOTICE IS HEREBY GIVEN that the California
State Athletic Commission (hereinafter “commission”)
isproposing to take the action described inthe Informa-
tive Digest. Any person interested may present state-
ments or arguments orally or in writing relevant to the
action proposed at ahearingtobeheld:

June23,2014—10:00a.m.
Department of Consumer Affairs
Hearing Room

2005 Evergreen Street
Sacramento, CA 95815

Written comments, including those sent by mail, fac-
simile, or e-mail to the addresses listed under Contact
Person in thisNotice, must be received by the commis-
sion at its office not later than 5:00 p.m. June 23, 2014
or must be received by the commission at the hearing.
The commission, uponitsown motion or at theinstance
of any interested party, may thereafter adopt the propos-
as substantially as described below or may modify
such proposalsif such modificationsare sufficiently re-
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latedto theoriginal text. With the exception of technical
or grammatical changes, the full text of any modified
proposal will be availablefor 15 days prior to its adop-
tionfromthe person designated inthisNotice as contact
person and will be mailed to those persons who submit
written or oral testimony related to thisproposal or who
have requested notification of any changes to the
proposal.

Authority and Reference: Pursuant to the authority
vested by Sections 18611 of the Business and Profes-
sions Code, and to implement, interpret or make specif-
ic Sections 18640 and 18645 of said Code, the commis-
sion is considering changes to Division 2 of Title 4 of
theCaliforniaCodeof Regulationsasfollows:

INFORMATIVE DIGEST

A. InformativeDigest

Adopt section 424. Currently, there is no exemption
to allow an athlete to use a medically prescribed drug
that may be necessary to maintain the athlete’'s health.
This proposal would establish an exemption process
and provide the necessary authority to the commission
to allow an athlete to use a medically prescribed drug
that is necessary to maintain their health, before or dur-
ingamatch, provided said usagedoesnot providean ad-
vantagetotheathl ete during competition.

B. Policy Statement Overview/Anticipated Benefits
of Proposal

Existing law at Section 18611 of the Business and
Professions Code authorizes the commission to adopt,
amend, or repeal, in accordance with the Administra-
tiveProcedure Act, rulesand regul ationsasmay benec-
essary to enableit to carry out the laws relating to box-
ing and the martia arts. By adopting section 424, the
commission will honor its commitment to the health
and safety of athletes, allowing them to usethe medica-
tion necessary to maintain their health, asdiagnosed by
alicensed physician.

It is anticipated that the adoption of regulations such
as these will protect the health and safety of athletes,
prevent discrimination against those athleteswith legit-
imate medical conditions and promote fairness and so-
cial equity by alowing eligible legitimate contenders
an equal opportunity to enter the ring. The adoption of
Rule 424 will alow athletes an avenue, not otherwise
afforded, to request permission from the Commission
to use a prohibited substance, when proven necessary
and that does not provide an unfair advantage during
competition, before and during competition. Without
thisavenue, fighters may chooseto fight in other states
where exemptions exist, or discontinue taking medica-
tions that are necessary thereby risking their health in
ordertofightinCalifornia, or quit fighting altogether.
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C. Consistency and Compatibility with Existing State
Regulations
The commission has conducted an evaluation for any
other regulations on this area and has concluded that
these are the only regulations concerning Therapeutic
Use Exemption. Therefore, the proposed regulations
areneither inconsi stent nor incompatiblewith any other
existing stateregulations.
D. Document Incorporated by Reference:
“Therapeutic Use Exemption Application” (Revised
1/2014).

FISCAL IMPACT ESTIMATES

Fiscal Impact on Public Agencies Including Costsor
Savingsto State Agencies or Costs/Savingsin Federal
Fundingtothe State: None

Nondiscretionary Costs/Savings to Local Agencies:
None

Local Mandate: None

Cost to Any Local Agency or School District for
Which Government Code Sections 17500-17630 Re-
guireReimbursement: None
Cost Impact on Representative Private Person or
Business:

Thecommissionisnot aware of any cost impactsthat
arepresentative private person or business would nec-
essarily incur in reasonable compliance with the
proposed action.

EFFECT ON HOUSING COSTS

None

EFFECT ON SMALL BUSINESS

The commission has determined that the proposed
regulationswould not affect small businesses. The pro-
posed changes provide amechanismto allow an athlete
an avenue to continue to use specific medications nec-
essary tomaintaintheathlete’ shealth.

RESULTS OF THE ECONOMIC
IMPACT ANALYSIS

The commission concludesthat thisproposal will affect
the State of Californiabusinessenvironment asfollows:
Unlikely to eliminate any jobs, including for
health careprofessionals

Unlikely to create jobs, including for health care
professionals

Unlikely to createnew businesses
Unlikely toeliminateany existing businesses
Unlikely toexpand current business

Benefits of the Proposed Action: The proposed regu-
lation will benefit California residents by protecting

o
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professional athletes by only allowing use of perfor-
mance enhancing drugswhen medically needed and ap-
propriate. Itiseven possiblethat the proposal will make
promoters within the combative sports industry more
likely to promote events due to a consi stent therapeutic
useexemptionpolicy.

CONSIDERATION OF ALTERNATIVES

The commission must determine that no reasonable
aternative it considered to the regulation or that has
otherwise been identified and brought to its attention
would either be more effectivein carrying out the pur-
posefor which theaction is proposed or would be as ef -
fectiveand lessburdensometo affected private persons
than the proposal described in this Notice or would be
more cost—effective to affected private persons and
equally effective in implementing the statutory policy
or other provisionof law.

Any interested person may present statements or ar-
gumentsorally or inwriting relevant to the above deter-
minationsat the above-mentioned hearing.

INITIAL STATEMENT OF REASONS
AND INFORMATION

The commission has prepared an initial statement of
thereasonsfor the proposed action and hasavailableall
theinformationuponwhichtheproposal isbased.

TEXT OF PROPOSAL

Copies of the exact language of the proposed regul a-
tions, any document incorporated by reference and of
theinitial statement of reasons, and all of the informa-
tion upon which the proposal isbased, may be obtained
at the hearing or prior to the hearing upon request from
the California State Athletic Commission at 2005 Ever-
green Street, Suite 2010, Sacramento, California
95815.

AVAILABILITY AND LOCATION OF THE FINAL
STATEMENT OF REASONS AND
RULEMAKING FILE

All the information upon which the proposed regula-
tionsarebasediscontainedintherulemakingfilewhich
isavailablefor public inspection by contacting the per-
son named bel ow.

You may obtain acopy of thefina statement of rea-
sonsonceit has been prepared, by making awritten re-
quest to the contact person named below or by acces-
singthewebsitelisted below.
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CONTACT PERSON
Inquiriesor comments concerning the proposed rule-
making action may beaddressedto:
Name: SophiaCornejo
Address: 2005 Evergreen Street, Suite2010
Sacramento, CA 95815
TelephoneNo.: (916) 263-2195
Fax No.: (916) 263-2197
E-Mail
Address: Sophia.Cornejo@dca.ca.gov
Thebackup contact personis:
Name: VernHines
Address: 2005 Evergreen Street, Suite2010
Sacramento, CA 95815
TelephoneNo.: (916) 263-2195
Fax No.: (916) 263-2197
E-Mail
Address: Vern.hines@dca.ca.gov

Websiteaccess: Materialsregarding thisproposal can
befound at http://www.dca.ca.gov/csac.

TITLE 5. COMMISSION ON TEACHER
CREDENTIALING

NOTICE OF INTENTION TO AMEND THE
CONFLICT-OF-INTEREST CODE OF THE
COMMISSION ON TEACHER CREDENTIALING

NOTICE ISHEREBY GIVEN that the Commission
on Teacher Credentialing, pursuant to the authority
vestedin it by Section 87306 of the Government Code,
proposes amendment to its conflict—of—interest Code.
The purpose of these amendments isto implement the
requirements of sections 87300 through 87302, and
section 87306 of the Government Code.

The Commission on Teacher Credentialing proposes
to amend its conflict—of—interest code to include em-
ployee positions that involve the making or participa-
tion in the making of decisions that may foreseeably
have a material effect on any financial interest, as set
forthin subdivision (a) of section 87302 of the Govern-
ment Code.

Thisamendment makes changesto reflect the current
organizational structure of the Department. Copies of
the amended code are available and may be requested
fromthe Contact Person set forth bel ow.

Any interested person may submit written state-
ments, arguments, or comments relating to the pro-
posed amendments by submitting them in writing no
later than June 23, 2014, or at the conclusion of the pub-
lic hearing, if requested, whichever comes later, to the
Contact Person set forth bel ow.
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At this time, no public hearing has been scheduled
concerning the proposed amendments. If any interested
person or the person’s representative regquests a public
hearing, he or she must do so no later than June 8, 2014,
by contacting the Contact Person set forth bel ow.

Copiesof the proposed amendments may be obtained
by contacting the Contact Person set forth bel ow.

The Commission on Teacher Credentialing hasdeter-
mined that the proposed amendments:

1. Impose no mandate on local agencies or school
districts.

2. Imposeno costsor savingson any stateagency.

3. Impose no costs on any local agency or school
district that are required to be reimbursed under
Part 7 (commencing with Section 17500) of
Division4of Title2 of the Government Code.

4.  Will not result in any nondiscretionary costs or
savingstolocal agencies.

5. Will not result in any costs or savings in federal
fundingtothestate.

6.  Will not have any potential cost impact on private

persons, businessesor small businesses.

I'n making these proposed amendments, the Commis-
sion on Teacher Credentialing must determine that no
alternative considered by the agency would be more ef -
fectivein carrying out the purposefor which theamend-
ments are proposed or would be as effective and less
burdensome to affected persons that the proposed
amendments.

All inquiries concerning this proposed amendment
and any communication required by this notice should
bedirectedto:

AshimGardner

1900 Capitol Avenue
Sacramento, CA 95811
(916) 324-3937
agardner@ctc.ca.gov

TITLE 13. AIR RESOURCES BOARD

NOTICE OF PUBLIC HEARING TO CONSIDER
AMENDMENTS TO THE ENHANCED FLEET
MODERNIZATION PROGRAM

The Air Resources Board (ARB or Board) will con-
duct apublic hearing at the time and place noted below
to consider the adoption of the amendmentsto the AB
118 Enhanced Fleet Modernization Program (EFMP)
Regulation.
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DATE: June26, 2014

TIME: 9:00a.m.

PLACE: CaliforniaEnvironmental Protection
Agency

Air ResourcesBoard

Byron Sher Auditorium

10011 Street

Sacramento, California95814

Thisitem will be considered at atwo—day meeting of
the Board, which will commence at 9:00 am., June 26,
2014, and may continue at 8:30 a.m., on June 27, 2014.
This item may not be considered until June 27, 2014.
Please consult theagendafor themeeting, whichwill be
availableat |east 10 daysbefore June 26, 2014, to deter-
minetheday onwhichthisitemwill beconsidered.

INFORMATIVE DIGEST OF PROPOSED ACTION
AND POLICY STATEMENT OVERVIEW
PURSUANT TO GOVERNMENT
CODE SECTION 11346.5(a)(3)

Sections _Affected: Proposed amendments to
Cdifornia Code of Regulations, title 13, section(s)
2620, 2621, 2622, 2623, 2624, 2625, 2626, 2627, 2628,
2629, and 2630.

Background
Rulemaking:

The EFMP is avoluntary accelerated vehicle retire-
ment or “car scrap” program which provides monetary
incentivesto vehicleownerstoretireol der, morepollut-
ing vehicles. The program reduces emissions by accel-
erating the turnover and subsequent replacement of the
existing light duty fleet with newer, cleaner vehicles. A
one—dollar surcharge on motor vehicleregistration pro-
videsapproximately $30 millionannually for EFMP.

ARB adopted EFMP guidelines in 2009 which in-
cluded two program elements: a Retirement—Only pro-
gram, and aPilot Replacement Voucher program.
Retirement-Only: Since August of 2010, the
Bureau of Automotive Repair (BAR) has
administered the EFMP retirement program,
which offers $1,500 to low—income (i.e., those
with an income no greater than 225 percent of the
Federal Poverty level) participants and $1,000 to
all others. These criteria are aligned with BAR's
Consumer Assistance Program (CAP), which is
limited toretiring vehiclesthat havefailed aSmog
Check Test. The EFMP retirement—only element
is extremely popular with motorists, with over
85,000 vehicles retired since its inception.
Approximately 60 percent of the participants have
beenlow—income.

and Effect of the Proposed
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Pilot Replacement Voucher: In June 2012, the
South Coast Air Quality Management District
initiated a pilot program to provide additional
incentives for those participants that not only
scrapped an old vehicle, but also replaced it with a
cleaner vehicle. Thispilot consisted of identifying
owners of likely high emitting vehicles and
offering them an additional $2,000 ($2,500 for
low—income) toward the purchase of a newer
vehiclelessthanfour yearsold (or lessthan 8 years
old, if low—income). However, as of November
2013, only 22 people had taken advantage of this
offer of additiona funds towards vehicle
replacement, and the programwas suspended.
In 2013, ARB and BAR staff conducted an assess-
ment of vehiclesretired through EFM Pto determinethe
program’s effectiveness and to identify opportunities
for improvement. Staff evaluated atotal of 164 vehicles
and found that the cost—effectiveness and emissions
benefitsof theprogram could be substantially improved
by revising the acceptance criteriafor retired vehicles.
It recommended that the retirement and replacement
program be modified to makeit easier and more attrac-
tive for vehicle owners to participate. These results
were presented to the Board in November 2013 and the
full report is available at http://www.arb.ca.gov/
msprog/agip/EFMP_Update Staff Report Novem-
ber_2013.pdf
Concurrent with the staff’s assessment, Senate Bill
459 Pavley (SB 459, Chapter 437, Statutesof 2013) was
enacted, directing ARB to revisethe EFMP to increase
the benefits of the program for low—income California
residents, and increase outreach to community—based
organizations.

Obj ectivesand Benefitsof Proposed Amendments

The proposed amendments would improve the
EFMP by focusing the program on low—income partici-
pants, expanding program flexibility to improve pro-
gram participation, and ensuring that retired vehicles
are functional, the last of which will enhance the emis-
sionshenefitsof the program. Amendmentsarefocused
in two areas: a Retirement Only program, and a Pilot
Retireand Replaceprogram.

Retirement Only

Staff proposes several modifications to the Retire-
ment—Only portion of the regulation, which would in-
crease the program'’s effectiveness while retaining its
complementary relationship with CAP. The proposed
modificationsinclude:

Offer EFMP retirement only to low-income
participants;

Require the vehicle to complete (but not
necessarily pass) a Smog Check test to
demonstratefunctionality;
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e Monitor the program and adjust the incentive
levels as necessary to ensure that participation
remainshigh; and

Provide modifications to ensure consistency with
CAPandtosimplify implementation.

Pilot Retireand Replace

Staff proposes establishing anew Retire and Replace
portionthat would:
Focus the program in the two federal extreme
nonattainment areasin California: the San Joaquin
Valley and South Coast air basins;
Provide these two air districts the flexibility
necessary to develop their pilot programs for
maximum effectiveness, and to allow each district
to take one or more approaches to program
implementation;
Limit participation to low—and moderate-income
consumers,
Ensure that the retired vehicle is functional and
dismantled at aBAR contracted dismantler;

Allow minivansthat meet minimum fuel economy
requirementsto bereplacement vehicles,

Requirethat replacement vehiclesbe8yearsold or
newer;

Offer additional incentives including advanced
technology incentive programsthat are still under
development;

Offer the choice of a replacement vehicle or
alternative transportation mobility options (e.g.,
publictransportation); and

Include provisionsto protect consumersto ensure

that the consumer receives the full benefit of the

incentive.
To track pilot program implementation, the districts
would be required to report a number of key metrics
(e.g., participation and income levels served, etc.) ona
quarterly basis. If those reports indicate that participa-
tionislow, then ARB and thedistrictswould jointly de-
termine if changes were necessary. Prior to imple-
mentation of any changes, the ARB and the districts
would be required to conduct public workshops. To en-
sure the districts have the funding to properly adminis-
ter the program, the proposed amendments allow up to
10 percent of thetotal funding provided to pay for pro-
gram administration and outreach, and an additional 5
percent of the total funding to be used to engage part-
ners or contractors specifically to support low—income
populations.

The proposed amendments would require minimum
incentives as shown in the table below. Under the pro-
posal, ARB and thedistrictswould monitor program ef-
fectiveness, and, if necessary to increase participation,
raisetheincentivesabovetheseminimums.
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Proposed Retire and Replace Program Minimum Incentives

Replacement Options
May be also Eligible Low-Carbon .
Income . RP) ¢ incentives® Alternatlv_e
Eligibility 8 year ol? Transportation (CVRF) type mZero Transpg;tatton
~ - Mobili
OrMeWer ssempG MO Emission  ptions
¥ Vehicle®
Low Income $4 500
<225% Federal $4,000 $4,500 $4,500 $4,500 ’
Face Value
Poverty Level
Moderate income
Not $3,500
<300% Federal Available $3,500 $3,500 $3,500 Face Value
Poverty Level
Above Moderate 62 50
Income Not Not ,500
<400% Federal  Available Available $2,500 $2,500 Face Value

Poverty Level

1. MPG criteria — Best in class minivan eligible

2,
element, may require 3-yr reporting
3.

Benefits

The proposed amendments will reduce smog—form-
ing emissions by 1.4 tons per day. Reduction of smog—
forming emissions helps to achieve California’'s man-
dated air quality standards. Improved air quality pro-
vides health benefits to the public and to the environ-
ment. |n addition, these benefitswill target low income
populationsand di sadvantaged communities.

DETERMINATION OF INCONSISTENCY AND
INCOMPATIBILITY WITH EXISTING
STATE REGULATIONS

During the process of devel oping the proposed regu-
latory action, ARB has conducted a search of any simi-
lar regulations on this topic, and has concluded that
theseregulationsare neither inconsi stent nor incompat-
iblewith other stateregulations.

COMPARABLE FEDERAL REGULATIONS

There are no federal regulations comparable to the
proposed regulation. The proposed regulation defines
the EFMP structure and establishes administrative and
implementation requirements. Participation by individ-
ual sand businessesinthe EFM Pisstrictly voluntary.
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Program concurrently under development: conventional hybrid for low-income only, financing

May allow lease used based on market demand

STATE IMPLEMENTATION PLAN REVISION

If adopted by ARB, ARB plans to submit the pro-
posed regulatory action to the United States Environ-
mental Protection Agency (U.S. EPA) for approval asa
revision to the California State Implementation Plan
(SIP) required by thefederal Clean Air Act (CAA). The
adopted regulatory action would be submitted asa SIP
revision because it amends regulations intended to re-
duce emissions of air pollutants in order to attain and
maintain the National Ambient Air Quality Standards
promulgated by U.S. EPA pursuanttothe CAA.

AVAILABILITY OF DOCUMENTSAND
AGENCY CONTACT PERSONS

ARB staff has prepared a Staff Report: Initial State-
ment of Reasons (I SOR) for the proposed regul atory ac-
tion, which includes a summary of the economic and
environmental impactsof theproposal. Thereportisen-
titled: “ Staff Report: Initial Statement of Reasons for
Rulemaking — Proposed Amendments to the En-
hanced Fleet M oderni zation Program (Car Scrap).”

Copies of the ISOR and the full text of the proposed
regulatory language, in underline and strikeout format
to alow for comparison with the existing regulations,
may be accessed on ARB’s web site listed below, or
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may be obtained from the Public Information Office,
Air Resources Board, 1001 | Street, Visitors and Envi-
ronmental Services Center, First Floor, Sacramento,
Cdlifornia, 95814, (916) 322—2990, onMay 6, 2014.

Final Statement of ReasonsAvailability

Upon its completion, the Final Statement of Reasons
(FSOR) will be available and copies may be requested
from the agency contact personsin this notice, or may
beaccessed on ARB’swebsitelisted bel ow.

Agency Contact Per sons

Inquiries concerning the substance of the proposed
regulation may be directed to Ms. Tess Sicat, Manager
of the Alternative Strategies Section, (626) 459-4435,
or Mr. Aaron Hilliard, Air Resources Engineer, (916)
322-4781.

Further, the agency representative and designated
back—up contact persons, to whom non—substantive in-
quiries concerning the proposed administrative action
may be directed, is Trini Bal cazar, Regul ations Coordi-
nator, (916) 445-9564. The Board has compiled a re-
cord for this rulemaking action, which includes al the
information upon whichthe proposal isbased. Thisma-
terial is available for inspection upon request to the
contact persons.

I nter net Access

This notice, the ISOR and all subsequent regulatory
documents, including the FSOR, when completed, are
available on the ARB Web site for this rulemaking at
http://www.arb.ca.gov/regact/2014/
carscrapl4/carscrapl4.htm.

DISCLOSURES REGARDING THE
PROPOSED REGULATION

The determinations of the Board's Executive Officer
concerning the costs or savings necessarily incurred by
public agencies and private persons and businesses in
reasonable compliance with the proposed regulations
arepresented bel ow.

Fiscal Impact /L ocal M andate

Pursuant to Government Code  sections
11346.5(a)(5) and 11346.5(a)(6), the Executive Officer
has determined that the proposed regulatory action
would create slight coststo ARB intheimplementation
of the EFMP. Except for these costs, the proposed regu-
latory action would not create costs or savings to any
other State agency, or in federal funding to the State,
costs or mandate to any local agency or school district
whether or not reimbursable by the State pursuant to
part 7 (commencing with section 17500), division 4,
title 2 of the Government Code, or other nondiscretion-
ary cost or savingstothe Stateor local agencies.

871

Significant Statewide Adverse Economic Impact
Directly Affecting Business, Including Ability to
Compete

The Executive Officer hasmadeaninitial determina-
tion that the proposed regulatory action would not have
asignificant statewide adverse economicimpact direct-
ly affecting businesses, including the ability of Califor-
nia businesses to compete with businesses in other
states, or on representative private persons.

In accordance with Government Code section
11346.3, the Executive Officer has determined that the
proposed regulatory action — which setsimplementa-
tion requirements for the EFMP — would have no im-
pact on the creation of jobs within the State of Califor-
nia. Businesses that may be dlightly affected by the
changes to the existing program include licensed dis-
mantlersand car deal ershipsasincreased incentives per
vehicle may dlightly reduce the number of vehicles
retired and also replaced. These impacts would be
short-term; because the regulation sunsets in 2023,
there would be no economic impacts to either disman-
tlersor dealersover thelong term. An assessment of the
economicimpactsof the proposed regul atory action can
befoundinthel SOR.

The Executive Officer has also determined, pursuant
to CaliforniaCode of Regulations, title 1, section 4, that
the proposed regulatory action may affect small busi-
nessessuch asdismantlers, although participationinthe
EFMP is strictly voluntary and there are no mandated
requirements for those small businesses that choose to
participateintheEFMP.

Cost Impacts on Representative Private Persons or
Businesses

In devel oping thisregulatory proposal, the ARB staff
evaluated the potential economic impacts on represen-
tative private persons or businesses. ARB is not aware
of any cost impactsthat a representative private person
or businesswould necessarily incur in reasonable com-
pliance with the proposed action. The EFMP is purely
voluntary; businesses, individuals, and public agencies
will not participate unlessit is economically beneficial
forthemtodo so.

An assessment of the economic impacts of the pro-
posed regulatory action and its effect on California
businessescan befoundinthel SOR.

Results of the Economic Impact Analysig/
Assessment Prepared Pursuant to Gov. Code sec.
11346.3(b).

Effect on Jobs/Businesses:

The Executive Officer has determined that the pro-
posed regulatory action would not affect the creation or
elimination of jobs within the State of California, the
creation of new businesses or elimination of existing
businesses within the State of California, or the expan-
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sion of businesses currently doing business within the
State of California. The EFMPisavoluntary incentive
program that impacts, on ashort—term basis, lessthan 2
percent of all vehicles retired each year. There are no
compliance costs; the EFMP is a voluntary incentive
program that does not require mandatory participation
by businesses. The amendments to the program are not
expected to significantly adversely impact California
businesses since they will participate only if it isfinan-
cialy beneficial. A detailed assessment of the econom-
ic impacts of the proposed regulatory action can be
foundintheEconomiclmpact Analysisinthel SOR.

Benefits of the Proposed Regul ation:

The objective of the proposed amendments isto re-
duce fleet emissions by accelerating both the turnover
of the existing fleet and the consequent replacement
with newer, cleaner vehicles. Reducing emissionsfrom
the existing fleet is a critical part of California’s SIP.
Under current funding, staff expectstotal retirementsof
18,000 vehicleseach year. It isanticipated that the Pilot
Retire and Replace element will provide incentivesfor
approximately 700 participants, divided equally be-
tween the South Coast and San Joaquin Valley air ba-
sins. The majority of the program’s benefits will be
derived fromtheretirement of older vehiclesand subse-
quent replacement with fleet average vehicles. The
overall program is expected to reduce smog—forming
emissions by 1.4 tons per day. Reduction of smog—
forming emissions will result in health benefits to the
public by reducing instances of smog-related medical
problems, including asthma. Reduction in smog—e-
lated medical issues also reduces related costs, such as
emergency roomvisitsand other medical costs.

Effect on Small Business

The Executive Officer has also determined, pursuant
to CaliforniaCodeof Regulations, title 1, section 4, that
the proposed regulatory action may affect small
businesses.

HousingCosts

The Executive Officer hasalso madetheinitial deter-
mination that the proposed regulatory action will not
haveasignificant effect on housing costs.

BusinessReports

Theproposed regulation will notimposereportingre-
quirements on private persons or businesses. The pro-
gram isdesigned to provide access to cleaner, safer ve-
hicles and reduce health impacts and related medical
costs.

Alternatives
Beforetaking final action on the proposed regulatory
action, the Board must determinethat no reasonable al -

ternative considered by the Board or that has otherwise
beenidentified and brought to the attention of the Board
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would be more effectivein carrying out the purposefor
which the action is proposed or would be as effective
and less burdensome to affected private persons than
the proposed action, or would be more cost—effectiveto
affected private personsand equally effectiveinimple-
menting the statutory policy or other provisionsof law.
Environmental Analysis

ARB, asthelead agency for the proposed regulatory
action, has concluded that this action is exempt from
CEQA, pursuant to CEQA Guidelines 815308 (“class
8" exemption) — Actions Taken by Regulatory Agen-
ciesfor Protection of the Environment; and it isal so ex-
empt pursuant to CEQA Guidelines 8§15061(b)(3)
(“common sense” exemption) because it can be seen
with certainty that there is no possibility that the pro-
posed action may result in asignificant adverse impact
on theenvironment. A brief explanation of the basisfor
reachingthisconclusionisincludedin Chapter 1V of the
Staff Report.

WRITTEN COMMENT PERIOD AND
SUBMITTAL OF COMMENTS

Interested members of the public may also present
comments relating to the proposed amendments orally
or inwriting at the hearing, and comments may be sub-
mitted by postal mail or electronic submittal beforethe
hearing. The public comment period for thisregulatory
action will begin on May 9, 2014. To be considered by
the Board, written comments not physically submitted
at the meeting must be received no later than 5:00
p.m., Pacific Daylight Time, June 23, 2014, and ad-
dressedtothefollowing:

Postal mail

Clerk of theBoard, Air Resources
Board

10011 Street,

Sacramento, California95814

Electronic submittal: http://www.arb.ca.gov/lispub/

comm/bclist.php

Please note that under the California Public Records
Act (Gov. Code, 8 6250 et seq.), al written and oral
comments, attachments, and associated contact in-
formation (e.g., your address, phone, email, etc.) be-
come part of the public record and can bereleased to the
publicuponrequest.

ARB requests that written and email statements on
thisitem befiled at least 10 days prior to the hearing so
that ARB staff and Board Members have additional
timeto consider each comment. The Board encourages
membersof the publicto bring to the attention of staff in
advance of the hearing any suggestions for modifica-
tion of the proposed regul atory action.

Additionally, the Board requests but does not require
that personswho submit written commentsto the Board
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reference thetitle of the proposal in their commentsto
facilitatereview.

AUTHORITY AND REFERENCES

Thisregulatory action is proposed under that author-
ity granted in Health and Safety Code, sections 39600,
39601, and 44125. This action is proposed to imple-
ment, interpret and make specific sections Health and
Saf ety Code sections39600, 39601, and 44125.

HEARING PROCEDURES

The public hearing will be conducted in accordance
with the California Administrative Procedure Act,
Government Code, title 2, division 3, part 1, chapter 3.5
(commencing with section 11340).

Following the public hearing, the Board may adopt
the regulatory language as originally proposed, or with
nonsubstantial or grammatical modifications. The
Board may also adop