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1. Statement of the need for the proposed major regulation.

The regulations are needed for producers of eggs, veal and pork meat and their affiliated stakeholders throughout the
food supply to properly comply with Proposition 12 (2018) in a manner that can be tracked, audited and enforced by
CDFA according to the animal confinement standards outlined in the law. Proposition 12, which amended Health and
Safety Code 25990-25994, sets animal confinement standards for egg-laying hens, veal calves and breeding sows when
the products from those animals are sold in California for human consumption. Establishing guidance for compliance of
the law to sell covered eggs, veal and pork meat in California will ensure an orderly and fair marketplace for California
businesses. The regulations further define implementation and enforcement of Proposition 12 by CDFA.
2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the
economic impact on each such category.
There are two categories of California individuals and business enterprises impacted: Consumers of the covered products and California egg producers.
Under the regulations, sale of certain products of eggs, pork, and veal must be produced under California specifications to be marketed in the state.
California consumers will be affected by higher prices and will respond with a lower quantity purchased. In the 2022 calendar year, regulations will increase
consumer expenditures in California of $1,195 million. The largest impacts will be on consumers of covered egg and pork meat products.
The regulations, based on Proposition 12 statute, affect egg-laying hens, breeding sows and veal calves produced inside or outside California when
products from those animals are sold in California. California does not have a veal calf raising industry and California's hog raising industry is very small,
therefore the businesses producing veal and pork meat consumed in California are mostly based outside of the state. California egg producers will be
impacted by the regulations and face higher costs in calender year of 2022 of $72 million and an egg output decline by 51 million dozen relative to the
baseline. This will lead to egg producer revenue rising by $7 million in 2022.

3. Description of all costs and all benefits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as
estimated by the agency).
The regulations raise production, wholesale and retail costs of covered products by increasing animal raising costs for producers and increasing record
keeping requirements for handlers and end-users. For calendar year 2022, the regulations also reduce the quantity of shell eggs, liquid eggs, veal and pork
meat purchased by California consumers. The increased animal raising costs for veal and pork meat mainly affect producers outside of California due to the
location of those operations. Increased animal raising costs for egg producers will affect farmers both inside and outside of California. CDFA’s
administrative costs of administering and enforcing the regulations is estimated at $5 million annually from 2021-22 onward. The benefits of regulations
include assurance of a fair competitive marketplace in California by outlining the process for businesses to be in compliance with the law. In addition, the
regulations give confidence to consumers and the marketplace that CDFA will enforce Proposition 12 which was overwhelming passed by California voters
in 2018. Other benefits, such as greater moral satisfaction and peace of mind among California consumers, have not been quantified in economic terms.
Similarly, there have been no overall economic assessments of costs or benefits in terms of potential change in food-borne illness, worker safety,
environment consequences, and other potential effects on human health and safety of the regulations.

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million.

The economic impact of regulations will exceed $50 million during the period January 1 to December 31,
2022 (the first year following full implementation of Prop 12-related regulations considered in the SRIA).
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5. Description of the agency’s baseline:

The baseline is the economic situation without Proposition 12 statute mandated animal confinement standards
or its corresponding regulations. The baseline is constructed using the regulatory and market situation before
January 1, 2020 and adjusted for anticipated changes that are not a consequence of Proposition 12 and
regulations. The baseline was compared to each year of 2020 through 2023 to consider the economic impact
of regulations in the SRIA. The baseline uses Department of Finance's April 2020 economic forecasts
updated due to the COVID-19 pandemic. The economic comparison in the SRIA uses an assessment of
outcomes during the 12 months after the regulations are fully implemented in January 1, 2022.
6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe:
a. All costs and all benefits of the alternative
b. The reason for rejecting alternative
The SRIA considered two alternative packages of regulations, lower-cost and higher-cost, in addition to the proposed regulations.
Lower-cost regulations issue a. These regulations include fewer covered products and impose less stringent restrictions on sale of covered products. Therefore less
products have to be raised according to Proposition 12 confinement standards and there are less products for CDFA to regulate and enforce. The lower-cost
regulations are defined in detail in SRIA section 4.2.1. Lower-cost regulations have smaller direct and indirect economic consequences than the proposed regulations.
Lower-cost regulations issue b. The reasons for rejecting the lower-cost alternative is that they have only slightly lower costs implications for the economy and do not
serve the objectives of the Proposition 12 legal requirements fully and thereby reduce the benefits relative to the proposed regulations for California consumers.
Higher-cost regulations issue a. These regulations would impose more stringent restrictions on some covered products moving through California and expand the
definition of covered products. They are defined in detail in SRIA section 4.2.2. The higher-cost regulations imply larger direct and indirect economic consequences
than the proposed regulations including impacts on California port activity.
Higher-cost regulations issue b. The higher cost regulations are rejected because they impose more restrictions on the economy, divert economic activity away from
California, and exceed the requirements of Proposition 12. The costs are found to be excessive relative to any potential gain.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).
CDFA sought input through an in-person public workshop, and two separate public requests for written stakeholder feedback and comments posted on the CDFA
Proposition 12 website. An email subscription list for interested parties was also established and made available on the same web page, and used to issue
notices on draft regulation feedback opportunities.
*February 22, 2019 - CDFA hosted a workshop with a Powerpoint presentation on Prop 12 requirements and the Department's early thinking on possible
regulatory frameworks and associated challenges. The Powerpoint is still available at https://www.cdfa.ca.gov/AHFSS/media/Prop12.pptx.pdf.
*April 9, 2019 - CDFA issued and posted a 60-day Request for Information (RFI) that invited comments, data or other information concerning implementation of
HSC sections 25990 through 25994 as amended by Proposition 12. The RFI included a list of potential items of interest to the Department for input and feedback
from stakeholders. The RFI and comments received by CDFA in response remain posted and viewable at https://www.cdfa.ca.gov/AHFSS/Prop12.html.
*December 23, 2019 - CDFA issued and posted three draft Articles of regulation text for stakeholder feedback. The draft documents were issued and posted for
information gathering purposes only and to increase public participation and improve the quality of regulations pursuant to Government Code Section 11346.45.
The announcement and draft text remain posted and viewable at https://www.cdfa.ca.gov/AHFSS/Prop12.html.

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and
basis for those assumptions).

The method and approach is conducted in steps; first, we estimate the economic situation without-regulations baseline, using the
Department of Finance projections of future per capita income and employment in California (including expected effects of
COVID-19) to which the regulations impacts are compared. Second, we recognize that the regulations cause economic impacts
relative to this baseline, which has already incorporated other anticipated economic factors. Model simulations are used to project
outcomes in terms of prices and quantities in the affected markets. For data in our model simulations, we use the most recent
12-month California market data available (for calendar year 2019), which enables us to calculate prices and quantities for shell
egg, liquid egg, pork, and veal meat markets. We report estimated economic impacts of regulations for calendar years 2020
through 2023. We use January 1 to December 31, 2022, as the 12-month period for which impacts are calculated per SRIA law.
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