Board of Forestry and Fire Protection
Title 14 of the California Code of Regulations

NOTICE OF PROPOSED RULEMAKING

[Notice Published July 26, 2013]

“Lumber Products Assessment, 2013”
Title 14 of the California Code of Regulations (14 CCR):

Division 1.5, Chapter 14 — Lumber Products Assessment

ADOPT:

§ 1667.1. Authority.

§ 1667.2. Timber Regulation and Forest Restoration Fund.
§ 1667.3. Definitions.

§ 1667.4. Assessed Lumber Products.

8 1667.5. Requests for Review.

§ 1667.6. Annual Update of Regulation.

The California State Board of Forestry and Fire Protection (Board) is
promulgating a regulation to make permanent previously adopted emergency
regulations. These regulations assist in the implementation of a new retail sale
assessment for lumber products sold in California. Specifically, the Board’s
regulations provide for the identification of lumber products subject to the 1%
assessment at the time of retail purchase. The emergency regulations were
adopted and subsequently readopted once pursuant to Assembly Bill 1492. The
Bill was signed into law in the Statutes of 2012 as Public Resources Code
Section 4629, et seq. The emergency regulations have been in effect
continuously since September 12, 2012

PUBLIC HEARING

The Board will hold a public hearing on Wednesday, September 11, 2013,
starting at 8:00 a.m., at the Resources Building Auditorium, 1% Floor, 1416 Ninth
Street, Sacramento, California. At the hearing, any person may present
statements or arguments, orally or in writing, relevant to the proposed action
described in the Informative Digest. The Board requests, but does not require,
that persons who make oral comments at the hearing also submit a summary of
their statements. Additionally, pursuant to Government Code § 11125.1, any
information presented to the Board during the open hearing in connection with a
matter subject to discussion or consideration becomes part of the public record.
Such information shall be retained by the Board and shall be made available
upon request.
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WRITTEN COMMENT PERIOD

Any person, or authorized representative, may submit written comments relevant
to the proposed regulatory action to the Board. The written comment period
ends at 5:00 P.M., on Monday, September 9, 2013.

The Board will consider only written comments received at the Board office by
that time and those written comments received in connection with oral testimony
at the public hearing. The Board requests, but does not require, that persons who
submit written comments to the Board reference the title of the rulemaking
proposal in their comments to facilitate review.

Written comments shall be submitted to the following address:

Board of Forestry and Fire Protection
Attn: Eric Huff

Regulations Coordinator

P.O. Box 944246

Sacramento, CA 94244-2460

Written comments can also be hand delivered to the contact person listed in this
notice at the following address:

Board of Forestry and Fire Protection
Room 1506-14

1416 9" Street

Sacramento, CA

Written comments may also be sent to the Board via facsimile at the following
phone number:

(916) 653-0989
Written comments may also be delivered via e-mail at the following address:
board.public.comments@fire.ca.gov

AUTHORITY AND REFERENCE

Authority cited: Public Resources Code Sections 4629 and 4629.4. Reference:
Public Resources Code Sections 4511, 4629.2, 4629.3, 4629.5, 4629.6; and
Government Code Section 11340.6.

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW

Pursuant to the Z’berg-Nejedly Forest Practice Act of 1973, Public Resources
Code Section 4511, et seq. the State Board of Forestry and Fire Protection
(Board) is authorized to construct a system of forest practice regulations
applicable to timber management on state and private timberlands.
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Public Resources Code Section 4551 requires, among other things, that the
Board adopt rules to “protect the soil, air, fish and wildlife, and water resources.”
The regulations are enforced by the California Department of Forestry and Fire
Protection with the assistance of a number of other state agencies. The State’s
cost to implement this comprehensive regulatory program is approximately 30
million dollars. Annual financial support for the program comes from the State’s
General Fund.

California’s Executive and Legislative branches of government have at times
expressed concerns about the General Fund expenditures necessary to support
the Forest Practice Program. Alternative funding mechanisms such as permitting
fees and a “penny per board foot” retail sales assessment on lumber products
are among the ideas debated over at least the past ten years. It is in this vein
that Assembly Bill Number 1492 (hereafter “AB 1492”) was developed by a
budget subcommittee during the 2012 Legislative Session. Among several key
provisions in the bill is the creation of a new retail sale assessment of 1% of the
sales price for lumber products sold in California. The revenue generated from
the assessment is to be placed in the newly authorized “Timber Regulation and
Forest Restoration Fund” created in the State Treasury. Monies deposited into
the fund are to be expended in support of the regulatory activities of the
Department of Forestry and Fire Protection, and other state and local agencies
involved in the management of forest lands. The Fund would also be utilized to
cover the costs of managing forest resource programs in the state, and for grants
to state and local public agencies, qualified nonprofit organizations, and
recognized Indian tribes. These grants are to be used for forest restoration and
fire prevention activities.

AB 1492 was signed into law by Governor Edmund G. Brown, Jr. on September
11, 2012 and required the Board to adopt regulations to assist in the
implementation of the lumber product assessment program. The Board’s
regulatory role pursuant to AB 1492 is to identify, within the parameters of the
statute, the lumber products subject to the retail assessment. The Board adopted
emergency regulations to implement provisions of the statute on September 12,
2012 and they were approved by the Office of Administrative Law later that
month. Pursuant to the statute, the Board was allowed one re-adoption of the
emergency regulations. The Board readopted the emergency regulations at their
February 2013 meeting and they became effective March 25, 2013. The Board
has until September 23, 2013 to proceed through the regular rulemaking process
and adopt a perennial, non-emergency set of regulations.

This regulation would make the short-term emergency regulations in effect since
September 2013 the standard for implementation on a long-term basis. The
Board, on an annual basis at their April meeting pursuant to the enacting statute,
would continue to evaluate and update the regulation as necessary. However,
what is proposed herein would serve as the perennial regulatory foundation and
would not likely change substantially from year to year.
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What could change periodically is the number and type of lumber products
subject to the assessment.

Specific Benefits Anticipated by the Proposed Adoption, Amendment, or Repeal
of the Regulation

Refer to the analysis below under the heading “DISCLOSURES REGARDING
THE PROPOSED ACTION AND RESULTS OF THE ECONOMIC IMPACT
ANALYSIS".

Is The Proposed Requlation Inconsistent Or Incompatible With Existing State
Requlations

The Board considered any other possible related regulations in this area, and
has found that these are the only regulations dealing in the subject area of
determining products subject to the lumber assessment, and therefore, the Board
finds that these proposed regulations are compatible and consistent with existing
state regulations.

DISCLOSURES REGARDING THE PROPOSED ACTION AND RESULTS OF
THE ECONOMIC IMPACT ANALYSIS

The results of the economic impact assessment prepared pursuant to GC 8
11346.5(a)(10) for this proposed regulation indicate that it will not result in an
adverse economic impact upon the regulated public or regulatory agencies.
Adoption of these regulations will not: (1) create or eliminate jobs within
California; (2) create new businesses or eliminate existing businesses within
California; or (3) affect the expansion of businesses currently doing business
within California.

The rulemaking proposal would certainly provide benefits to the environment and
the state’s economy through sustainable funding of the State’s Forest Practice
Program. The State’s Forest Practice Program is a regulatory foundation certified
by the Natural Resources Agency as consistent with the California Environmental
Quiality Act (CEQA). The Program promotes and encourages sustainable forest
practices consistent with provisions of the Z'Berg Nejedly Forest Practice Act in a
manner consistent with other laws, including but not limited to, the Timberland
Productivity Act of 1982, CEQA, the Porter Cologne Water Quality Act and both
the state and federal Endangered Species Acts. The forest practice regulations
and accompanying state agency oversight provide a regulatory certainty from
which the commercial timber industry has produced well-managed, fire-resilient
forest conditions across the state. These conditions are protective of water
quality, floral and faunal species, and natural aesthetics, among other elements.
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The proposed regulation would help support in-state production of timber within
the State's high environmental standards, and promote and encourage retention
of forests and forested landscapes. The commercial timber industry regulated by
the State Forest Practice Program provides economic benefits to California in the
form of tax revenue to support local and state services, employment, and lumber
products necessary for construction and secondary manufacturing. Continued
funding of the State Forest Practice Program will ensure that these beneficial
environmental and economic conditions continue to be produced.

The Board has made an initial determination that there will be no significant
statewide adverse economic impact directly affecting business, including the
ability of California businesses to compete with businesses in other states.

Cost impacts on representative private persons or businesses:

This regulation identifies within the parameters of the enacting statute, the
number and types of lumber products subject to the “lumber products
assessment.” The assessment amount varies by retail purchase, as it is 1% of
the sales price for lumber products sold in California.

Roughly translated, this means a consumer would pay one dollar of assessment
to the State for every one-hundred dollars of lumber product purchased at a retail
outlet.

Effect on small business:
No effect to small business is anticipated, as this regulation merely identifies the
number and types of lumber products subject to the assessment.

Mandate on local agencies and school districts:
The proposed regulation does not impose a mandate on local agencies and
school districts.

Costs or savings to any State agency:

The proposed regulation is anticipated to generate approximately 7.5 million
dollars in State General Fund savings in the current fiscal year. On an annual
basis this number is expected to be approximately 30 million dollars in General
Fund savings.

Implementation and annual regulation review costs to the Board are anticipated
to range between five and twenty-thousand dollars, but could be much lower.

Cost to any local agency or school district which must be reimbursed in
accordance with the applicable Government Code (GC) sections
commencing with GC § 17500:

The proposed regulation does not impose a reimbursable cost to any local
agency or school district.
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Other non-discretionary cost or savings imposed upon local agencies: The
proposed regulation will not result in the imposition of non-discretionary costs or
savings to local agencies.

Cost or savings in federal funding to the State:
The proposed regulation will not result in costs or savings in federal funding to
the State.

Significant effect on housing costs:
The proposed regulation will not significantly affect housing costs.

Conflicts with or duplication of Federal regulations:

The proposed regulations neither conflict with, nor duplicate Federal regulations.
There are no comparable Federal regulations for timber harvesting on State or
private lands.

BUSINESS REPORTING REQUIREMENT
The regulation does not impose a business reporting requirement.

CONSIDERATION OF ALTERNATIVES

In accordance with Government Code § 11346.5(a)(13), the Board must
determine that no reasonable alternative it considers 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 action is proposed or would be as effective
and less burdensome to affected private persons than the proposed action, or
would be more cost-effective to affected private persons and equally effective in
implementing the statutory policy or other provision of law.

CONTACT PERSON

Requests for copies of the proposed text of the regulations, the Initial Statement
of Reasons, modified text of the regulations and any questions regarding the
substance of the proposed action may be directed to:

Board of Forestry and Fire Protection
Attn: Eric Huff

Regulations Coordinator

P.O. Box 944246

Sacramento, CA 94244-2460
Telephone: (916) 653-9633

The designated backup person in the event Mr. Huff is not available is Mr.
George Gentry, Executive Officer of the California Board of Forestry and Fire
Protection. Mr. Gentry may be contacted at the above address or by phone at
(916) 653-8007.
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AVAILABILITY OF STATEMENT OF REASONS AND TEXT OF PROPOSED
REGULATIONS

The Board has prepared an Initial Statement of Reasons providing an
explanation of the purpose, background, and justification for the proposed
regulations. The statement is available from the contact person on request.
When the Final Statement of Reasons has been prepared, the statement will be
available from the contact person on request.

A copy of the express terms of the proposed action using UNDERLINE to
indicate an addition to the California Code of Regulations and
STRIKEFHROUGH to indicate a deletion is also available from the contact
person named in this notice.

The Board will have the entire rulemaking file, including all information
considered as a basis for this proposed regulation, available for public inspection
and copying throughout the rulemaking process at its office at the above
address.

All of the above referenced information is also available on the Board web site at:

http://www.fire.ca.gov/BOF/board/board proposed rule packages.html

AVAILABILITY OF CHANGED OR MODIFIED TEXT

After holding the hearing and considering all timely and relevant comments
received, the Board may adopt the proposed regulations substantially as
described in this notice. If the Board makes modifications which are sufficiently
related to the originally proposed text, it will make the modified text—with the
changes clearly indicated—available to the public for at least 15 days before the
Board adopts the regulations as revised. Notice of the comment period on
changed regulations, and the full text as modified, will be sent to any person who:

a) testified at the hearings,

b) submitted comments during the public comment period, including written and
oral comments received at the public hearing, or

c) requested notification of the availability of such changes from the Board of
Forestry and Fire Protection.
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Requests for copies of the modified text of the regulations may be directed to the
contact person listed in this notice.

The Board will accept written comments on the modified regulations for 15 days
after the date on which they are made available.

el gty
Eric Huff

Regulations Coordinator
Board of Forestry and Fire Protection
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INITIAL STATEMENT OF REASONS

“Lumber Products Assessment, 2013”
Title 14 of the California Code of Regulations (14 CCR):

Division 1.5, Chapter 14 — Lumber Products Assessment

ADOPT:

§ 1667.1. Authority.

§ 1667.2. Timber Regulation and Forest Restoration Fund.
§ 1667.3. Definitions.

§ 1667.4. Assessed Lumber Products.

8 1667.5. Requests for Review.

§ 1667.6. Annual Update of Regulation.

The California State Board of Forestry and Fire Protection (Board) is
promulgating a regulation to make permanent previously adopted emergency
regulations. These regulations assist in the implementation of a new retail sale
assessment for lumber products sold in California. Specifically, the Board’s
regulations provide for the identification of lumber products subject to the 1%
assessment at the time of retail purchase. The emergency regulations were
adopted and subsequently readopted once pursuant to Assembly Bill 1492. The
Bill was signed into law in the Statutes of 2012 as Public Resources Code
Section 4629, et seq. The emergency regulations have been in effect
continuously since September 12, 2012

PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER
CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO
ADDRESS

Pursuant to the Z’berg-Nejedly Forest Practice Act of 1973, Public Resources
Code Section 4511, et seq. the State Board of Forestry and Fire Protection
(Board) is authorized to construct a system of forest practice regulations
applicable to timber management on state and private timberlands. Public
Resources Code Section 4551 requires, among other things, that the Board
adopt rules to “protect the soil, air, fish and wildlife, and water resources.” The
regulations are enforced by the California Department of Forestry and Fire
Protection with the assistance of a number of other state agencies. The State’s
cost to implement this comprehensive regulatory program is approximately 30
million dollars. Annual financial support for the program comes from the State’s
General Fund.
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California’s Executive and Legislative branches of government have at times
expressed concerns about the General Fund expenditures necessary to support
the Forest Practice Program. Alternative funding mechanisms such as permitting
fees and a “penny per board foot” retail sales assessment on lumber products
are among the ideas debated over at least the past ten years. It is in this vein
that Assembly Bill Number 1492 (hereafter “AB 1492") was developed by a
budget subcommittee during the 2012 Legislative Session. Among several key
provisions in the bill is the creation of a new retail sale assessment of 1% of the
sales price for lumber products sold in California. The revenue generated from
the assessment is to be placed in the newly authorized “Timber Regulation and
Forest Restoration Fund” created in the State Treasury. Monies deposited into
the fund are to be expended in support of the regulatory activities of the
Department of Forestry and Fire Protection, and other state and local agencies
involved in the management of forest lands. The Fund would also be utilized to
cover the costs of managing forest resource programs in the state, and for grants
to state and local public agencies, qualified nonprofit organizations, and
recognized Indian tribes. These grants are to be used for forest restoration and
fire prevention activities.

AB 1492 was signed into law by Governor Edmund G. Brown, Jr. on September
11, 2012 and required the Board to adopt regulations to assist in the
implementation of the lumber product assessment program. The Board’s
regulatory role pursuant to AB 1492 is to identify, within the parameters of the
statute, the lumber products subject to the retail assessment. The Board adopted
emergency regulations to implement provisions of the statute on September 12,
2012 and they were approved by the Office of Administrative Law later that
month. Pursuant to the statute, the Board was allowed one re-adoption of the
emergency regulations. The Board readopted the emergency regulations at their
February 2013 meeting and they became effective March 25, 2013. The Board
has until September 23, 2013 to proceed through the regular rulemaking process
and adopt a perennial, non-emergency set of regulations.

Since initial adoption of the emergency regulations, the Board has continued to
track their implementation and discuss possible changes. At its most recent
meeting of July 10, the Board again discussed the status of the regulations
concluding that they appear to be working as intended. It is for this reason the
Board chose to authorize a 45-day Notice of Rulemaking for consideration of
adoption of the lumber product assessment regulations in their present
emergency form without modifications. In doing so, the Board recognized it is still
obligated by the enacting statute to annually review and update the regulations
as necessary. This annual review is to focus on the lumber products subject to
the assessment.

PageaB.of43-day Notice-Lumber Assessment, 10 of 22



SPECIFIC PURPOSE OF THE REGULATION
Article 14 — Lumber Products Assessment

Section 1667.1 of the regulation simply references the authority for the regulation
found in the enacted statute, Public Resources Code Section 4629.5.

Section 1667.2 of the regulation specifies that all revenue generated by the
assessment, less amounts deducted for refunds and reimbursements, is to be
deposited into the “Timber Regulation and Forest Restoration Fund” in the State
Treasury pursuant to Public Resources Code Section 4629.3(a).

Section 1667.3 of the regulation provides definitions for terms utilized elsewhere in
the regulation. The definitions were extracted from the enacting statute, Public
Resources Code Section 4629.3(b), and are necessary to the construction and use
of the regulation. The defined terms are: “Board,” “Engineered Wood Products,”
“Fund,” “Lumber Product,” and “Principle Component Part.”

Section 1667.4 of the regulation provides descriptions of those lumber products
included in the assessment and those specifically excluded. This section also
specifies that the Board may modify the list of products to be assessed as part of its
annual review of the regulation pursuant to Public Resources Code Section 4629.4.

Section 1667.5 of the regulation provides the process by which the State Board of
Equalization may request Board of Forestry and Fire Protection review of a lumber
product to determine whether or not that product should be subject to the
assessment. This section describes the preliminary determination to be made by
the Board’'s Executive Officer as well as the final determination made by the Board
as part of its annual review of the regulation.

Section 1667.6 of the regulation requires the Board to annually review the
regulation at its April meeting, and to update the regulation as necessary pursuant
to Public Resources Code Section 4629.4.

NECESSITY

The Board is required by the enacting statute to adopt regulations, emergency
and otherwise, necessary to identify the specific lumber products intended by
statute to be subject to the 1% assessment. Funds generated by the assessment
are to be utilized for operation of the State’s Forest Practice Program, to cover
the costs of managing forest resource programs in the state, and for grants to
state and local public agencies, qualified nonprofit organizations, and recognized
Indian tribes. The Forest Practice Program regulates the commercial timber
industry and provides the environmentally protective framework from which
standing timber is manufactured into lumber products for sale to consumers. The
annual cost of this comprehensive regulatory oversight program is approximately
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30 million dollars and includes funding for several state agencies. The State’s
General Fund has historically been the source of funding for this program.
However, the Executive and Legislative Branches of California’s governance
structure have determined that the General Fund can no longer support the
Forest Practice Program. AB 1492 was signed into law to resolve this issue and
implementation of the Board’s emergency regulations is already helping to
generate the funding necessary to support the Program. In order for
implementation of this funding mechanism to continue, the Board for its part must
adopt regulations through a regular rulemaking process. These non-emergency
regulations to identify the lumber products subject to the assessment must be
submitted for approval to the Office of Administrative Law on or before
September 23, 2013.

BENEFITS

The rulemaking proposal will have no discernible effects upon public health and
safety, worker safety, the prevention of discrimination, or the promotion of
fairness or social equity. Nor will the rulemaking proposal increase openness and
transparency in business and government.

The rulemaking proposal would certainly provide benefits to the environment and
the state’s economy through sustainable funding of the State’s Forest Practice
Program. The State’s Forest Practice Program is a regulatory foundation certified
by the Natural Resources Agency as consistent with the California Environmental
Quiality Act (CEQA). The Program promotes and encourages sustainable forest
practices consistent with provisions of the Z'Berg Nejedly Forest Practice Act in a
manner consistent with other laws, including but not limited to, the Timberland
Productivity Act of 1982, CEQA, the Porter Cologne Water Quality Act and both
the state and federal Endangered Species Acts. The forest practice regulations
and accompanying state agency oversight provide a regulatory certainty from
which the commercial timber industry has produced well-managed, fire-resilient
forest conditions across the state. These conditions are protective of water
quality, floral and faunal species, and natural aesthetics, among other elements.

The proposed regulation would help support in-state production of timber within
the State's high environmental standards, and promote and encourage retention
of forests and forested landscapes. The commercial timber industry regulated by
the State Forest Practice Program provides economic benefits to California in the
form of tax revenue to support local and state services, employment, and lumber
products necessary for construction and secondary manufacturing. Continued
funding of the State Forest Practice Program will ensure that these beneficial
environmental and economic conditions continue to be produced.

ALTERNATIVES TO THE REGULATION CONSIDERED BY THE BOARD AND

THE BOARD’S REASONS FOR REJECTING THOSE ALTERNATIVES
The following alternatives are under consideration by the Board:
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Alternative #1: No Action — Do Not Adopt Regulation

This alternative would result in expiration of the approved emergency regulations
thereby halting the collection of the 1% retail sales assessment on lumber
products on or after September 23, 2013. Additionally, the Board would be
outside the bounds of its statutory obligations to adopt regulations implementing
the lumber products assessment. Funding of the State Forest Practice Program
would be compromised such that regulatory oversight of commercial timber
management by state agencies could not be guaranteed. The environmental and
economic benefits discussed herein would likewise not be assured.

For these reasons, this alternative is not viable and cannot reasonably be
considered by the Board. It is therefore rejected.

Alternative #2: Adopt the Rulemaking Proposal without Modifications, but
Identify Additional Modifications for Consideration at the Annual Review of
Regulations.

Because the Board is compelled to adopt regulations for filing with the Office of
Administrative Law on or before September 23, 2013, further modification of the
current rule text is essentially not possible at this point. However, the Board could
adopt the regulations as currently presented and also identify possible revisions
for consideration at their statutorily required annual review of the regulations
beginning in April 2014. This alternative would provide the public with advanced
notice of the Board’s intention to consider modification of the regulations while
simultaneously ensuring the continued collection of the 1% retail sales
assessment on lumber products. However, this alternative may be of little utility
since the statute already ensures annual review and possible modification of the
regulations. To date Board staff has been unable to identify possibly useful
modifications to the regulation for the Board’s consideration. Nevertheless, it is
certainly possible the Board Members themselves could identify possible
modifications for future consideration.

This alternative remains viable for Board consideration as its deliberations on the
petition for rulemaking continue through the Board’s initial hearing.

Alternative #3: Adopt Regulatory Modifications as Proposed Without
Additional Revision.

This alternative would result in adoption of the rulemaking proposal as currently
presented. No further substantive revisions to the rule text would be considered
or presented for comment in further public noticing. The Board would take action
to adopt the regulations following the initial 45-day Notice hearing.

As mentioned in Alternative #2 above, the Board is statutorily obligated to
annually review and consider modifications to the regulations. Nothing in this
alternative would hinder that obligation. In the meantime, funding of the State
Forest Practice Program through the 1% retail sales assessment on lumber
products would continue.
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Likewise the environmental and economic benefits of consistent regulatory
oversight and compliance would be sustained under this alternative.

This alternative remains viable for Board consideration as its deliberations on the
petition for rulemaking continue through the Board’s initial hearing.

POSSIBLE SIGNIFICANT ADVERSE ENVIRONMENTAL EFFECTS AND
MITIGATIONS

The California Environmental Quality Act (CEQA) requires review, evaluation and
environmental documentation of potential significant environmental impacts from
a qualified project. The Board’s rulemaking process was determined to be
categorically exempt from environmental documentation in accordance with 14
CCR 1153(b) (1), Declaration of Categorical Exemptions.

The proposed regulatory adoption would ensure the State’s comprehensive
Forest Practice Program under which all commercial timber management is
regulated, would continue to operate normally. The Board’s Forest Practice
Rules along with the Department of Forestry and Fire Protection’s (CAL FIRE’S)
oversight of Rule compliance function expressly to prevent adverse
environmental effects.

The proposed regulation would therefore not result in significant adverse
environmental effects. The regulation would however, result in consistent funding
of the State’s comprehensive avoidance and mitigation program for commercial
timber harvesting activities.

EVIDENCE SUPPORTING FINDING OF NO SIGNIFICANT ADVERSE
ECONOMIC IMPACT ON ANY BUSINESS

There are no additional costs to any state agency, nor any state-mandated costs
to local agencies of government or school districts that require reimbursement
under Part 7, Division 4 (commencing with Section 17500) of the Government
Code because of any duties, obligations, or responsibilities imposed on state or
local agencies or school districts. This rulemaking action can be accomplished
with no additional net costs or where such costs exist they would be entered into
voluntarily. This rulemaking does not create any savings or additional costs of
administration for any agency of the United States Government over and above
the program appropriations made by Congress.

There are no mandates to local governments or school districts.

The Board of Forestry has made a preliminary determination that no statewide
alternative considered would be any more effective in carrying out the purpose
for which this regulation is proposed. Likewise, no other alternative would be any
more effective or least burdensome to affected private persons than the
proposed action.
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ECONOMIC IMPACT ANALYSIS PURSUANT TO GOVERNMENT CODE
SECTION 11346.3(B)

The following economic impact analysis is intended to satisfy the requirements of
the Administrative Procedures Act, Government Code Section 11346.3(b).

I.  Will the proposed regulation create or eliminate jobs within the State of
California?

The proposed regulation could result in the restoration of some level of
staffing for certain state agencies involved in the regulation of commercial
timber management. Most notably, the California Department of Fish and
Wildlife (formerly Department of Fish and Game), has lost forest practice-
related positions due to budget cuts in recent years. It is possible and
perhaps likely that at least some of these positions would be restored as a
result of the 1% retail sales assessment on lumber products supported by this
regulation. Otherwise, it is not anticipated that this regulation would create or
eliminate jobs within the State of California.

II. Will the proposed regulation create new businesses or eliminate
existing businesses within the State of California?

It is not anticipated that the proposed regulation would create new businesses
or eliminate existing businesses in the State of California. A small number of
localized retail lumber sales companies initially expressed concerns about
revenue losses resulting from the lumber assessment emergency regulations.
Concerns were mostly focused on the mechanisms for accounting and
reporting of assessment collections. The Board’s regulations do not address
these matters, as they are the statutory purview of the State Board of
Equalization (BOE). In any case, after roughly nine months of implementation
under the emergency regulations, it does not appear that businesses have
suffered economic hardship as a result of AB 1492 and the companion
regulations.

lIl. Will the proposed regulation result in the expansion of businesses
currently doing business within the State of California?

The proposed regulation is not likely to result in the expansion of businesses
currently doing business within the State. The regulations identify the lumber
products subject to the assessment and are intended to ensure a stable
funding source for the State’s Forest Practice Program. The factors involved
in the possible expansion of lumber product producers and retailers in the
state are far more comprehensive. Such factors would include, but not be
limited to proximity to transportation centers, housing starts, timber supply,
and consumer spending.
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IV. Will the proposed regulation provide benefits to the health and welfare
of California residents, worker safety, and the state’s environment?

The regulation does not provide benefits to the health and welfare of
California residents, or improve worker safety.

The regulation does however, ensure the continued funding of the State’s
Forest Practice Program and the environmental protection it provides. The
State’s regulatory oversight of commercial timber management through the
Program results in consistent protection and enhancement of water quality,
fish and wildlife and their habitats, and aesthetic conditions favored by most
California residents.

V. What is the estimated expense of proposed regulation upon those most
affected?
Consumers of the lumber products identified in the regulation and statute are
subject to a 1% retail sales assessment at the time of purchase. In simple
terms this equates to one-dollar of assessment paid for one-hundred dollars’
worth of lumber products purchased. While the thought of this assessment
may be irksome to many consumers on principle, it likely has little to no
practical effect on their actual purchase of lumber products.

ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD
LESSEN ANY ADVERSE IMPACT ON SMALL BUSINESS

The Board of Forestry finds that the adoption of these regulations would not have
a significant adverse economic impact on small businesses. Compliance
requirements are set out in the Initial Statement of Reasons and the proposed
text of the regulations. The assessment reporting and record keeping
requirements of the enacting statute do not apply to these regulations.

TECHNICAL, THEORETICAL, AND/OR EMPIRICAL STUDY, REPORTS, OR
DOCUMENTS

The Board of Forestry and Fire Protection consulted the following listed
information and/or publications as referenced in this Initial Statement of Reasons.
Unless otherwise noted in this Initial Statement of Reasons, the Board did not
rely on any other technical, theoretical, or empirical studies, reports or
documents in proposing the adoption of this regulation.

1. Assembly Bill Number 1492, Chapter 289, Statutes of 2012.

2. Public Resources Code Section 4629, et seq.

Pursuant to Government Code 11346.2(b)(6): In order to avoid unnecessary
duplication or conflicts with federal regulations contained in the Code of Federal
Regulations addressing the same issues as those addressed under the proposed
regulation revisions listed in this Statement of Reasons; the Board has directed
staff to review the Code of Federal Regulations.
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The Board staff determined that no unnecessary duplication or conflict exists.
PROPOSED TEXT

The proposed revisions or additions to the existing rule language is represented
in the following manner:

UNDERLINE indicates an addition to the California Code of Regulations,
and

STRIKETFHROUGH indicates a deletion from the California Code of
Regulations.

All other text is existing rule language.
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“LUMBER PRODUCTS ASSESSMENT, 2013”
Title 14 of the California Code of Regulations (14 CCR):

Division 1.5, Chapter 14 — Lumber Products Assessment

ADOPT:

§ 1667.1. Authority.

§ 1667.2. Timber Regulation and Forest Restoration Fund.
§ 1667.3. Definitions.

§ 1667.4. Assessed Lumber Products.

8 1667.5. Requests for Review.

§ 1667.6. Annual Update of Regulation.

8 1667.1. Authority.

This chapter sets out procedures for identifying those products subject to the

“Lumber Products Assessment” imposed pursuant to Public Resources Code Section

4629.5 as required by Chapter 289, Statutes 2012. The lumber products and

engineered wood products identified herein shall become subject to the Assessment

commencing January 1, 2013.

Note: Authority cited: Public Resources Code Section 4629.4. Reference: Public

Resources Code Sections 4629.3, 4629.4, 4629.5.

8§ 1667.2. Timber Requlation and Forest Restoration Fund.

All revenues received from the Lumber Products Assessment, less amounts

deducted for refunds and reimbursements, shall be deposited in the “Timber Requlation

Full 15.0 45-day Notice-Lumber Assessment, 18 of 22
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and Forest Restoration Fund” created in the State Treasury pursuant to Public

Resources Code Section 4629.3.

Note: Authority and Reference cited: Public Resources Code Section 4629.3.

§ 1667.3. Definitions.

Board means the California Board of Forestry and Fire Protection.

Engineered Wood Product means wood composite products including inorganic-

bonded and wood thermoplastic composites. It includes a range of derivative wood

products which are manufactured by binding lumber or the strands, particles, fibers, or

veneers of wood, together with adhesives, to form composite materials, in which wood

is a principal component part as defined.

Fund means the Timber Regulation and Forest Restoration Fund.

Lumber Product means a product in which wood or wood fiber is a principal

component part, including, but not limited to, a solid wood product, or an engineered

wood product that is identified in these requlations. "Lumber Product" does not include

furniture, paper products, indoor flooring products such as hardwood or laminated

flooring, bark or cork products, firewood, or other products not typically regarded as

lumber products.

Full 15.0 45-day Notice-Lumber Assessment, 19 of 22
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Principal Component Part means at least ten percent (10%) of the total content by

volume.

Note: Authority and Reference cited: Public Resources Code Section 4629.3.

8 1667.4. Assessed Lumber Products.

(a) Lumber products subject to the Lumber Products Assessment pursuant to Public

Resources Code Section 4629.5 include the following products in which wood or wood

fiber is a “principal component part” as defined:

(1) Solid wood products: All grades and dimensions of lumber, structural panels,

cross-laminated timbers, decking, railings, fencing (poles, solid board), poles, roofing

(shakes and wooden shingles), siding (beveled shingles, board and batten, log, tongue

and groove, treated wood), lath, and sub-flooring.

(2) Engineered Wood Products: plywood, oriented strandboard, particleboard,

fiberboard, glued-laminated timber, laminated veneer lumber, laminated strand lumber,

oriented strand lumber, parallel strand lumber, hardboard, waferboard, flakeboard,

veneer-based sheeting material, laminated beams, I-joists, and edge-glued material.

(3) Inorganic-bonded and wood thermoplastic composites: Gypsum-bonded

composite materials (fiber reinforced gypsum), cement-bonded composite materials,

ceramic bonded composite materials, and wood thermoplastic composite materials

including plastic lumber and decking.

(b) Products not subject to the Lumber Products Assessment include but are not limited

to, furniture, paper products, indoor finished flooring products such as hardwood (solid

or engineered) or laminate flooring, decorative products such as wainscoting, paneling,

Full 15.0 45-day Notice-Lumber Assessment, 20 of 22
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shutters, and blinds, bark or cork products, firewood, musical instruments, sporting

goods and equipment, carvings and craft products, cooperage and treatment materials

(including staves, storage vessels, and oak chips for wine, beer, and spirits), signs,

tools, tool handles, stakes, ladders, brooms, frames, kitchenware, windows, doors,

cabinets, molding, millwork (window casings, baseboards), lattice, pre-constructed

railing sections, trusses, pre-fabrication housing (pre-cut buildings, pre-cut or fabricated

components of buildings), and pre-constructed fencing sections.

(c) The number and types of lumber products subject to the lumber products

assessment may be modified following annual review by the Board of Forestry and Fire

Protection.

Note: Authority cited: Public Resources Code Section 4629.4. Reference: Public

Resources Code Sections 4629.3 and 4629.5.

8§ 1667.5. Requests for Review.

(a) The California Board of Equalization may petition the Executive Officer of the Board

of Forestry and Fire Protection for review of a lumber product.

(1) The petition shall be sent to the Board’s mailing address and shall include

information that provides the specific basis upon which the petition is founded. The

petition must provide the basis that a lumber product may or may not meet the criteria

established by Public Resources Code Section 4629.3 and specified herein.

(2) After receipt of a petition, the Board’s Executive Officer may request

additional information from the California Board of Equalization prior to conducting the

review.
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(3) The Board’s Executive Officer shall complete the review of the petition within

thirty (30) days of its receipt or the receipt of additional information requested pursuant

to item (2) above. All petitions received in a calendar year shall additionally be subject

to review by the Board during its annual update of the regulations specified herein.

(4) Based on a review of the petition, the Board’s Executive Officer shall

determine whether or not the lumber product that is the subject of the petition meets the

criteria specified herein. Upon a finding by the Board’s Executive Officer that the lumber

product does not meet the criteria, the Executive Officer may recommend that the Board

remove the product from the assessed lumber products identified herein.

Note: Authority and Reference cited: Public Resources Code Section 4629.3.

8 1667.6. Annual Update of Requlation

Pursuant to Public Resources Code Section 4629.4, the Board shall annually

update the regulations contained herein. The Board shall conduct the review at its

reqularly scheduled April meeting. The lumber products identified in the annually

updated requlation adopted by the Board shall become subject to the assessment

imposed pursuant to Section 4629.5 on the first day of the calendar quarter

commencing more than sixty (60) days after adoption of the updated regulation.

Note: Authority cited: Public Resources Code Section 4629.4. Reference: Public

Resources Code Section 4629.5.

HiH
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