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Hello,

Please find attached joint comments from a coalition of business associations and chambers of
commerce throughout the state regarding the proposed regulations concerning, among other
items, ADMT and Al

Please advise of any questions.
Best,

Peter

Peter Leroe-Muiioz (He/Him/His)
General Counsel
SVP, Tech & Innovation
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January 13, 2025

California Privacy Protection Agency
2101 Arena Blvd.
Sacramento, CA 95834

Dear California Privacy Protection Agency Board Members and Staff,

The undersigned business associations and chambers of commerce remain in opposition to the
California Privacy Protection Agency’s (“Agency” or “CPPA”) moving forward with the proposed
regulations regarding Automated Decision-making Technology (“ADMT”), risk assessments, and
cybersecurity. The proposed regulations will impose unnecessary burdens and costs on CA
businesses that don't advance consumer privacy and exceed the mandate given to the CPPA.
We strongly urge the CPPA to withdraw the proposed regulations and work with Governor
Newsom and the Legislature to develop more effective and less costly ADMT, risk assessment,
and cybersecurity policies.

The CPPA's proposed regulations will significantly increase costs for business owners and
consumers and will reduce state revenues that fund high priority programs. The Standardized

Regulatory Impact Assessment (SRIA) prepared in conjunction with the proposed regulations
reveals that more than 52,000 California businesses will be required to comply with regulations
that will have a $3.5 billion impact on the economy. Business costs will also grow amid our
current inflation as small operations will need to hire legal and compliance staff to help unpack
the new rules, further impacting consumer concerns about the cost of living.

The SRIA concludes that the regulation will result in employment losses in early years, peaking
at 126,000 in 2030 and annual state revenue losses peaking at $2.8 billion in 2028. The SRIA
also speculates that those costs will be offset in the future by savings but the business
community has heard that prediction many times and the savings rarely materialize. At a time
when the state “faces double-digit operating deficits in the years to come” according to the
LAQO’s CA Fiscal Outlook, these additional revenue losses will devastate California.

The proposed regulations are beyond the scope of the PA and Al rules should be developed
by the Legislature and the Newsom Administration where the full range of costs and benefits,
including budget impact, can be fully debated and decided by democratic process. At the
November 8 Agency meeting, Board member and author the California Privacy Rights Act
Alastair Mactaggart rightly voiced concerns that the scope of the proposed rules exceeds the
intent of the California Consumer Privacy Act, and diverse speakers from the state’s business
community echoed fears that the rules would result in significant costs to state businesses, tens
of thousands of jobs lost and reduced capital for investment and innovation.

Instead of proceeding with the proposed regulations, the CPPA should work with Governor
Newsom and the Legislature to provide input on how to reduce the unnecessary burdens on





business and adopt a risk-based approach that focuses on business activities that pose
meaningful risks to consumers.

The proposed requlations will stifle innovation and advancements that are already providing
benefits to _consumers and business. They will impose significant burdens to California

consumers, innovators and businesses. For example, the proposed rules around ADMT
pop-ups will create significant burdens for those wishing to conduct research or transact
business over the internet. In addition to separate notifications regarding consent for cookies
and promotional communications, users will now face further pop-ups, one for receiving
information on ADMT, and a second regarding the use of ADMT for delivering advertising based
on prior activity. California consumers should not be impeded at each step of an online
transaction. The value of individualized privacy notices of specific practices diminishes each
time a new specialized notice is required and the list of such notices gets longer — it is
unrealistic to think that consumers will carefully review multiple pop-ups preventing them from
accomplishing their purposes for being online. The Agency needs to review the notice
requirements in the proposed regulations and eliminate individualized notices for anything other
than true high risk activities that expose consumers to privacy harms. Consumers benefit most
from a notice regime that successfully draws their attention to important information about
privacy practices. Simplifying notice requirements benefits consumer privacy and reduces costs
to businesses. Likewise, cybersecurity audit and risk assessment regulations are far more
burdensome than necessary to achieve their goals. There are many expert-developed and
internationally recognized risk management frameworks and standards that are better suited to
guiding these processes and provide the additional benefit of harmonizing compliance
requirements across jurisdictions, lowering business costs while protecting consumers.

The proposed regulations will unduly interfere with consumer use of the internet and result in
frustrated consumers leaving a site before completing a transaction, or leaving before the
business could share important information with users. This unintended consequence is
especially pronounced for small and local businesses who depend on online commerce to
supplement their limited physical presence and businesses that exist solely online. Restrictions
on the use of ADMT and Al could harm small businesses by limiting their ability to use digital
tools to reach consumers, share offerings and conduct transactions. Because the proposed
regulations impose substantial burdens on low risk uses of ADMT rather than focusing on
consequential decisions with legal or similar impact on consumers, such as by treating
advertising as though it is on par with hiring and mortgage loan decisions, businesses are
discouraged from using Al in ways that can bring increased efficiency, productivity, growth and
expansion. The Al opportunities lost are not captured by the SRIA.

The CPPA should withdraw the proposed regulations and coordinate their requlatory efforts with
Governor Newsom and the Legislature. While we understand and agree that having consumer

protection guardrails is important as technology evolves, it is essential that such rules be the
product of a robust and deliberative process. We are concerned that the Agency is developing a
framework for regulating Al without providing sufficient opportunity to receive or consider
feedback from all stakeholders. A process of this scope should be led by the Legislature, where
the matters under consideration can be publicly-debated and determined first by elected






officials. Additionally, the Agency finds itself out-of-step with the Governor’s Executive Order on
Al that directs state agencies to consider how to deploy Al for the benefit of Californians, while
avoiding an incongruous patchwork of agencies issuing their own discordant technology rules.
Despite Agency efforts at stakeholder engagement, there has been no meaningful debate
among stakeholders and the Agency has not taken on board any of the feedback provided.

California is the global leader in Al research, development and deployment. The industry
undergirds our Innovation Economy and the small businesses that benefit from the online tools
and services it provides. Rushing to regulation harms California consumers, small businesses
and our state economy. The high upfront costs of the proposed regulations will siphon resources
away from innovation, depriving Californians from the benefits of new and refined
commercialized technologies and greatly exacerbating the state’s budget deficit. Considering
the range of state-funded programs, services, and benefits that will need to be cut as a result of
the rules, the voters should be represented in making these decisions. In sum, California
workers, residents and businesses cannot afford the proposed rules.

Thank you for the opportunity to comment on the proposed regulations.

Sincerely,

Silicon Valley Leadership Group

Los Angeles County Business Federation

California African American Chamber of Commerce
California Asian Chamber of Commerce

California Black Chamber of Commerce

California Hispanic Chambers of Commerce
National Federation of Independent Business
California Restaurant Association

EcomBack

California Attractions and Parks Association
Acclamation Insurance Management Services (AIMS)
Allied Managed Care (AMC)

Flasher Barricade Association (FBA)

Coalition of Small and Disabled Veteran Businesses
MultiCultural Business Alliance

San Mateo County Economic Development Association
Los Angeles Area Chamber of Commerce

Bay Area Council

Santa Barbara South Coast Chamber of Commerce
San Juan Capistrano Chamber of Commerce
Coalition of California Chamber - Orange County
Chamber San Mateo County

Orange County Business Council

San Diego Regional Chamber of Commerce





TechCA

Family Business Association of California
Chamber of Progress

United Chambers of Commerce of the San Fernando Valley
California Automotive Business Coalition
California Fuels & Convenience Alliance

Latin Business Association

Valley Industry & Commerce Association

DTLA Chamber of Commerce

Asian Industry B2B

Greater Arden Chamber of Commerce

San José Chamber of Commerce

Chatsworth Porter Ranch Chamber of Commerce
Beach Real Estate Group

American Hotel & Lodging Association
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