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TUESDAY, JANUARY 14, 20624

2:00 P.M.

MR. LAIRD: Good afternoon and welcome to
the California Privacy Protection Agency Public
comment session on the proposed CCPA update,
cybersecurity audit, risk assessment, automated
decision-making technology and insurance regulations.
My name is Philip Laird and I serve as the Agency's
general counsel. Today is Tuesday, January 14th,
2024, at approximately 2:00 p.m.

I'm located right now at California
Cannabis Appeals Panel Hearing Room on 400 R Street
in Sacramento, California. The hearing is also being
broadcast online to allow for virtual participation.
Here with me today is Tamara Colson, assistant chief
counsel for the Agency's legal division, and Serena
Marzion with our public affairs division.

Now, before we get started, I want to
remind everyone that last Friday we announced in
light of the devastating wildfires that continue to
burn in Southern California, that the Agency has
extended the public comment period for these proposed
regulations until Wednesday, February 19th.

In addition, we'll be holding a second
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public comment hearing on that same day, February
19th from 2:00 to 6:00 p.m. So much like today, that
hearing will be conducted in-person in this very room
and virtually wvia Zoom as well. Now, a few guick
housekeeping matters before we start.

During this hearing, we will listen to
and record the comments from members of the public
about the proposed regulations. You may also submit
written public comments to staff here physically by
e-mailing them to regulations@cppa.ca.gov or by
mailing them to the Agency Sacramento office. All
comments must be received by February 19th.

Please note that the oral and written
comments are treated equally so you're only required
to submit your comment by one method for it to be
considered and responded to. Also, I mentioned
earlier there will be a second public comment
hearing, but you are not required to make your
comments at both hearings, so making your comment at
today's hearing or on the 19th will be sufficient to
have your comment recorded and responded to in the
final rulemaking record.

Now, given the number of participants in
attendance today, we will begin by limiting comments

to three minutes per speaker. Once all participants
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have had an opportunity to make a three-minute
comment, we will allow speakers to make additional
comments if they're unable to complete their remarks
during the first round. We will also take breaks
from time to time as needed.

Now in terms of how to participate
in-person, if you are attending here and with us
in-person today and wish to speak, please wait for me
to call for public comment, then move toward the
podium and form a line. It is helpful for you to
identify yourself when you begin speaking, but this
is entirely voluntary, and you are free to refer to
yourself with a pseudonym or not give a name. We'll
first take comments from those in-person and then
move to those who are joining us virtually.

Now, 1if you are here in-person, please
hold the microphone very close to your mouth and
speak directly into the mic so everyone participating
remotely can hear you. And so your remarks can be
recorded in the meeting record. It's a very
sensitive mic, unlike mine, which is booming. This
one can be very quiet, so do try to stay close to the
mic.

If you're attending via Zoom and you wish

to speak, please use the raise your hand feature,
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which 1s the reaction feature at the bottom of the
Zoom screen. If you are Jjoining by phone, please
press star nine on your phone to show the moderator
that you're raising your hand. QOur moderator will
call your name when it is your turn and request that
you unmute yourself to make your comment. When vyour
comment is completed, the moderator will mute you.

As 1s the case with in-person
participation, it is helpful for you to identify
yourself, but this is entirely voluntary. If you're
attending remotely and experience an issue with the
remote meeting, for example, the audio dropping,
please e-mail info@cppa.ca.gov, that's I-N-F-0
@cppa.ca.gov and this will be monitored throughout
the meeting.

If there is an issue that affects the
remote meeting, we will pause the meeting to let our
technical staff work on fixing the issue. We'll not
be responding to the public comments or discussing
the reguirements in the proposed regulations during
today's hearing. But in accordance with the
Administrative Procedures Act all public comments
submitted during the public comment period, including
the oral comments from today's hearing, will be

responded to in the Agency's final statement of
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reasons later in the rulemaking process.

After considering the public comments,
the Agency may propose amendments to the original
proposed text to the regulations. If the Agency
proposes such amendments, each person who has
provided a public comment will receive notice of the
proposed amendments to the text.

To receive this notice, you need to
provide us with an e-mail or mailing address as part
of your public comment. I just want fo say in
advance, thank you so much for being here today.
We're really looking forward to hearing everybody's
feedback. And so, with that said, and no further
ado, I'm going to turn it over to Serena, who's
serving as our moderator today. Thank you, Serena.

MS. MARZION: Thank you so much, Phil.

We are now open for public comment. You'll have
three minutes to state your public comment and I'1l1l
give you a 30 second warning. We'll first take
comments from attendees in the room. If you want to
comment, please form a line by the podium.

MR. TORRES: Awesome. Well, good
afternoon. My name is Alex Torres. I'm here with
Brownstein Hyatt Farber Schreck on behalf of the Ray

Area Council, representing over 320 employers in the
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nine county Bay Area. Apprecilate the opportunity to
provide comment.

We want to express some concerns with
these regulations. The Bay Area is the birthplace of
innovation. Its businesses and its residents are the
ones who are on the cutting edge of development, the
expansive scope of the current regulations and their
inclusion of decisions that result in access and
provision will have a dampening impact on innovation
and will ultimately hurt California consumers.

Companies will be less likely to launch
or test new algorithms due to the compliance costs
and potential regulatory scrutiny. For example, Bay
Area based companies are always testing new
algorithms to improve their products. The goal of
these improvements is to increase opportunities,
improve the resulting experience and lower costs for
the businesses and by extension the customers.

If these innovations cannot be tested
within the Bay Area, companies will -- it will result
in less companies testing them elsewhere. They'll
ultimately test them elsewhere. That's hurting
innovation and the Bay Area economy. The Bay Area 1is
also incredibly diverse, which will allow minority

entrepreneurs the opportunity to thrive.
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Mandating opt out of first party ads with
no exceptions will eliminate the ability for
entrepreneurs to use often limited ad budgets to
target ads to consumers based on their prior
activities and interaction with the business' own
services, thus resulting in significant negative
impacts for consumers and for minority emerging
brands.

Lastly, this Agency has acknowledged
challenges with staff bandwidth and expertise to
implement these regulations. So we'll close with
that concern and urge caution advancing these
regulations. Thank you.

MR. CANETE: Good afterncon. Julian
Canete, President of the California Hispanic Chambers
of Commerce. We're made up of over 130. Hispanic
and diverse chambers throughout the state. On behalf
of membership, I'm here to offer our testimony on
automated decision-making technology, cyber audit --
cybersecurity audits, and risk assessment
regulations.

On November 8th, 2024, CPPA board members
voted to begin rulemaking on CPPA's proposal
regulations that will have consequential irreversible

economic Impact on many small and diverse businesses
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in California based on CPPA's own standard —--
standardized regulatory impact assessment.

3.5 billion in direct implementation cost
to businesses, resulting in a much larger adverse
impact on investment. Ongoing costs of 1 billion
annually for the next 10 years, potential of 98,000
initial job losses in California, no readily
available data to quantify the number of businesses
impacted, but businesses are also likely to leave
California.

All three CPPA regulations are
inconsistent with Proposition 24. Proposition 24
required regulatory balance under Section 3(c) (1)
which states, the rights of consumers and the
responsibilities of businesses should be implemented
with the goal of strengthening consumer privacy while
giving attention to the impact on business and
innovation. The significant economic impact of the
proposed regulations on businesses is in conflict
with the regulatory balance sought in Proposition 24
and thus fails to satisfy the consistency standard
under government code 11349 (b).

Consistency means being in harmony with
and not in conflict with or contradictory to existing

statutes, court decisions or other provisions of law.
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We therefore request CPPA redraft the regulations in
its entirety to address a negative fiscal impact on
California businesses.

As I previously testified, nothing in
Proposition 24 authorizes regulation of AI by CPPA,
including AI in the ADMT is a regulatory overreached
by the CPPA. As drafted ADMT regulations fail to
satisfy the authority standard under government code
section 11349 (b). Authority means to -- means the
provision of law, which permits or obligates the
Agency to adopt, amend or repeal a regulation. We
are asking CPPA to remove AI from the ADMT
regulations. It does not belong there, and AI is
coming back to the legislature in 2025. So getting
ahead of them is pointless and adds unnecessary costs
for businesses.

Finally, in theory, and as CPP interprets
its own regulations, the CPPA regulations do not
affect our members because they only affect big
companies. In real life this is not true. When
businesses impacted by this regulation leave
California, it will land on us, not on any of you.
Can California really afford to lose the potential of
398,000 Job losses and more? The answer is no.

Respectfully, we request that CPPA
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redraft the regulations in its entirety to address
the negative fiscal impact on California businesses
and collaborate with Governor Newsom and the
legislature on AI issues. Thank you.

MR. SINGLETON: Good afternoon. CPPA
board members and staff. My name is Robert Singleton
and I'm the Senior Director of Policy and Public
Affairs for California and the US West region at
Chamber of Progress, a tech industry association
supporting public policies to build a more inclusive
country in which all people benefit from
technological advances.

I'm here today to urge you to revise your
approach and set aside this well-intentioned, but
ultimately flawed proposal to regulate behavioral
advertising and automated decision-making tools,
which exceeds the legislator's directive for an
Agency charged with creating privacy rules and stands
to harm consumers and innovation alike.

A thriving advertising ecosystem is
essential to keeping prices low. The draft
regulations seek to regulate so-called behavioral
advertising by imposing among other things, risk
assessments and opt-out mechanisms for first party

advertising. These sweeping obligations stand to
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further undermine the advertising support of business
model that allows technology companies to deliver
free or low-cost services to California consumers.

While inflation has come down, prices in
California are still too high and undercutting the
advertising supporting tech ecosystem will deny
companies the revenue they need to sustain
free-to-the-consumer services. As a consequence —--
as a consequence, services will move to a
subscription model. This entire undertaking appears
directly at odds with the Agency's statutory mandate
to exclude from regulation, personal information
provided in connection with services in which
consumer intentionally interacts.

Lastly, I note regulating advertising at
all goes far beyond the CPPA's authority or mandate
to regulate privacy. The draft regulations are
unnecessary and would create unavoidable confusion,
especially as it relates to ADMT. The draft
regulations misunderstand the technology they seek to
regulate.

Specifically, there is no obvious reason
to place additional obligations on the training of
automated decision tools, which consumers do not

interact with, but there is no consumer impacting
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1 algorithm decision in scope of the statute.

2 Subjecting training to rigorous impact assessments
3 goes well beyond what any other Jjurisdiction in the
4 country requires with no obvious consumer benefit.

(@]

We reiterate our call for the CPPA to
focus on its legislative mandate to regulate privacy

by promulgating that govern -- that govern use of

o -1

California's private information. The draft

9 regulations go far beyond legislative direction in
10 creating unnecessary and ill-conceived regulations of
11 advertising and the training of automated decision
12 making. These reasons we urge you to set aside these
13 regulations in the proposal.
14 MS. MARZION: As right now, we are taking
15 public comment from attendees in the room. If you'd
16 like to make a comment, please form a line by the
17 podium. Okay. We will now take public comments from

18 virtual attendees to make a public comment.

19 At this time, please raise your hand


































































































































































































































































