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VOTE-ONLY CALENDAR

3360 — California Energy Commission (CEC)

1.

Implementation of SB 1414 (Wolk), Chapter 678, Stattes of 2016.The budget requests one
permanent position and $386,000 (ERPA) to implem8B 1414, which requires the
commission to develop a plan to promote compliamite building energy standards for central
air and heating units.

Implementation of AB 1110 (Ting), Chapter 656, Staites of 2016.The budget requests one
permanent position and $117,000 (ERPA) to complthwAB 1110, which requires the
Commission to make certain changes to its Powercg&ddisclosure program.

Expansion of Energy End-Use Survey ProgramThe budget requests a one-time increase of
$5.8 million form the Petroleum Violation Escrow daunt (PVEA) to expand the Commissions
energy end-use surveys, which are a central inputhe Commission’s energy demand
forecasts.

8660 — California Public Utilities Commission (PUC)

1.

Fiscal Office — Permanent PositionsThe budget requests permanent position authantiwo
currently-existing positions funded through the P&JGvertime blanket. These positions were
originally created in 2012-13 to accommodate grgwiorkload in the Accounts Payable and
Cashiering unit. This workload is not forecast teclthe in the near future. Because these
positions are already created and funded throughPthCs existing authority there will be no
net fiscal effect.

California Advanced Services Fund — 2020 WorkloadThe budget requests $661,000 from
the California Advanced Services Fund (CASF) todfdive existing limited-term positions
through December 31, 2020. The CASF promotes thgment of broadband infrastructure in
unserved and underserved areas of the state bydprg\grants and loans to help fund eligible
broadband projects. It is funded by a surchargee rah the revenues collected by
telecommunications carriers from the end-userswwéstate services. PUC was given limited-
term positions to administer the CASF as part ef 2009-10, 2011-12, and 2014-15 budgets.
These positions are set to expire December 31,.20/4thin the CASF, the Public Housing
Account supports projects to deploy local area ndte/ and to increase adoption rates in
publicly supported housing communities. This prognaas originally set to end on December
31, 2016. SB 745 (Hueso), Chapter 710, Statute0d6 extended this program through
December 31, 2020, but did not extend the relateitipns.

California Advanced Services Fund — Align Fund Autlority. The budget requests a
reduction of $21.9 million in budgetary spendinghauwity in the California Advanced Services
Fund to align spending authority with the statutegp on CASF program revenue. Public
Utilities Code Section 281 limits the amount ofe@aue that the PUC may collect to fund CASF
to $315 million. PUC estimates that they will haxadlected the statutory limit by November of
2016. Not reducing the budgetary authority for @&SF would result in a total appropriation
for the fund in excess of the statutory limit ofl$3million over the life of the fund.
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4. Implementation of SB 350 (de Leodn), Chapter 547, &tutes of 2015.The budget requests
$300,000 per year for 13 years from the Publiciti## Commission Utilities Reimbursement
Account (Fund 0462) to license software tools,ntrsiaff, and develop the complex models
required to reach full compliance with SB 350 bg final compliance date of 2030. PUC was
given three positions to implement SB 350 in th&&Q7 budget, but was not provided funding
for software licensing or consultant contracts. PhiS indicated that these support costs are
necessary to meet the compliance deadline of 2030.

5. Safe Biomethane Production and Distribution. The budget requests $795,000 (Public
Utilities Commission Utilities Reimbursement Accaouper year for two years to fund five two-
year limited term positions to implement the requients of SB 840 (Committee on budget and
Fiscal Review), Chapter 341, Statutes of 2016; 3831(Lara), Chapter 395, Statutes of 2016;
and AB 2313 (Williams), Chapter 571, Statutes of@0hese three bills require the PUC to
start or reopen proceedings to reevaluate biometlsafiety standards, increase per-project
biomethane incentives, and implement a dairy bibare pilot program. Implementation of
these mandates requires the assignment of adraiivstiaw judges, legal staff, engineering
staff, and regulatory analysts.

6. Greenhouse Gas Emissions and Biomas$he budget requests $588,000 (Public Utilities
Commission Utilities Reimbursement Account) forethirtwo-year limited term positions and
one permanent position to implement the requiremehtSB 859 (Committee on Budget and
Fiscal Review), Chapter 368, Statutes of 2016. 58 ®andates the implementation of a new
energy purchasing program and the establishmera néw process to track and distribute
contract costs, requiring that 125 megawatts ofmlaiss energy be purchased by California’s
electric utilities. The PUC currently has no stflicated to the work created by SB 859.

7. Expanded 2-1-1 Information and Referral Network. The budget requests a $1.5 million in
one-time authority from the California Teleconn&eind Administrative Committee Fund to
close gaps in existing 2-1-1 telephone service, $t20,000 for one two year limited term
position to implement the requirements of SB 12dagso), Chapter 841, Statutes of 2016. SB
1212 requires the PUC to facilitate the expansioth® 2-1-1 information and referral service
to 20 unserved counties. PUC has indicated thatré¢hjgested resources will work towards
statewide 2-1-1 service, along with a statewideousse database, to connect all callers to
information and referral services, specificallysoicide prevention and evacuation assistance
resources that provide lifesaving information wineeded.

8. CEQA Program Management. The budget requests $195,000 (Public Utilities Cassian
Utilities Reimbursement Account) for one permaneuipervisory position to deal with
expanded workload in the Infrastructure Planning &EQA section. The section’s workload
and staffing increased in prior budgetary cyclesatdommodate additional state priorities,
including High Speed Rail and the Renewables PatiStandard. Over time, the staff-to-
supervisor ratio has deteriorated, resulting irllehges to the performance of the team.
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8660 — Public Utilities Commission Office of Ratepger Advocate

1. Communications and Water Policy Branch Utility Audit Workload. The Office of
Ratepayer Advocates (ORA) requests one position$di3@,000 (PUCORA) to perform work
associated with state water conservation polidles,consolidation of utility rate districts, and
new requirements for re-occurring telephone geneatd case applications. The requested
position would audit and review new water and tetape utilities’ spending proposals,
including conservation expenses and revenue sessith help the PUC advance the state’s
goals for water conservation measures and affoedabl reliable communication services,
build an evidentiary record in PUC proceedings, ensure utility ratepayers are receiving safe
and reliable service at the lowest cost possible.
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3360 CALIFORNIA ENERGY COMMISSION

The Energy Resources Conservation and Developmenin@ission (commonly referred to as the

California Energy Commission or CEC) is responsifae forecasting energy supply and demand;

developing and implementing energy conservationsmnes; conducting energy-related research and
development programs; and siting major power plants

Governor’s Budget: The Governor’s budget includes $486 million for gopt of the CEC, a decrease
of approximately $172 million, due primarily to diees in the Transportation Technology and Fuels
and Renewable Energy programs, as well as a prdgesenanent realignment of ERPA funding.

EXPENDITURES BY FUND (in millions)

Fund Actual Estimated Proposed
2015-16 2016-17 2017-18

General Fund $ - $ 15,000 $ -
State Energy Conservation Assistance Account 23,846 2,541 2,322
Motor Vehicle Account, State Transportation Fund 141 148 142
Air Pollution Control Fund - 7,778 -
Public Interest Research, Development, and Demonstration Fund 1,323 1,739 733
Renewable Resource Trust Fund 26,122 49,353 100,138
Energy Resources Programs Account 72,035 89,592 75,439
Petroleum Violation Escrow Account 1,870 183 5,825
Federal Trust Fund 4,448 24,478 13,497
Reimbursements 20 800 800
Energy Facility License and Compliance Fund 3,505 3,519 3,520
Natural Gas Subaccount, Public Interest Research, Development, 22,235 47.945 29,041

and Demonstration Fund
Alternative and Renewable Fuel and Vehicle Technology Fund 85,892 173,691 106,584
Appliance Efficiency Enforcement Subaccount, Energy Resources

Programs Account ] 2 e
Electric Program Investment Charge Fund 194,572 239,230 139,753
Cost of Implementation Account, Air Pollution Control Fund - - 9,060
'C::llji?jn and Renewable Energy Business Financing Revolving Loan 7.287 -3,094 -3,094
Total Expenditures (All Funds) $443,609 $658,406 $486,231
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Issues Proposed for Discussion

Issue 1: Implementation of SB 350 (de Leon), Chapt®47, Statutes of 2015 |

Governor's Proposal: The budget requests eight permanent positions #)@6&,000 (Cost of
Implementation Account - COIA) to support the impkntation of SB 350, which requires the
Commission administer the state Renewable Energiydatrd, implement and enforce building energy
retrofit standards, and establish consumer prateaguidelines for energy efficient appliances. The
requested funding includes $305,000 annually far two-year limited term positions and $7.6 million
for 29.5 positions and associated contract fundjpygroved as part of the 2016-17 budget.

Background: SB 350 (de Ledn), Chapter 547, Statutes of 20kfyires the CEC to establish annual
targets for statewide energy efficiency savings @eiand reductions to achieve a cumulative doubling
of energy efficiency savings in electricity and urat gas, final end uses of retail customers by
January 1, 2030. The bill requires the CEC to peejp;n assessment of the effects of these savings on
electricity demand statewide, in local service syead on an hourly and seasonal basis by 2019. The
CEC is charged with increasing the Renewables élimrtStandard (RPS) to 50 percent by 2030 for
publicly-owned utilities (POUs) and to produce glides or review integrated resource plans from the
16 largest POUs starting in 2019. The commissios vemuired to conduct studies on barriers to
renewable energy, energy efficiency, and zero fsat-zero emission transportation options for low-
income and disadvantaged communities by Janu&11/,.

The Cost of Implementation (COIl) fee was establishg SB 1018 (Committee on Budget), Chapter
39, Statutes of 2012, as a mechanism to collectteauk fees paid by sources of greenhouse gas
emissions. The purpose of the fund is to: achidne maximum technologically feasible and cost-
effective reductions in greenhouse gas emissiam Bources or categories of sources of greenhouse
gases by 2020; and, identify and make recommendatan direct emission reduction measures,
alternative compliance mechanisms, market-basegl@amce mechanisms, and potential monetary and
nonmonetary incentives for sources and categofieewrces that the state board finds are necessary
desirable to facilitate the achievement of the mmaxn feasible and cost-effective reductions of
greenhouse gas emissions. The COIA was establisinddde purpose of recovering costs incurred by
carrying out the provisions of AB 32 (and subsedye8B 32). These costs include implementing
existing regulatory measures identified in the aable AB 32 Scoping Plan, as well as costs that
support the development of new or proposed regylateasures that are specifically identified in AB
32 or the Scoping Plan prepared under AB 32, aatddle supported by legislation.

The 2016-17 budget provided 29.5 permanent positiand ongoing contract funds of $3.5 million, for
a total request of $7.6 million from the Air Polart Control Fund, on a one-time basis. Budget bill
language provided the necessary authority for #eeai penalty monies for this purpose on a one-time
basis.

Staff Comments: Concerns were raised during the development o2@16-17 budget about the use of
Cost of Implementation Account funds for SB 350 empentation. Specifically, at the time the 2016
Budget Act was passed, the Energy Commission’siies had not yet been specifically incorporated
into the California Air Resource Board’s AB 32 Soup Plan. This raised questions as to the
appropriateness of using COIA funds for activitred in the Scoping Plan. The final budget action,
one-time funding from the Air Pollution Control Fdirfor permanent positions, reflected this. The
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Energy Commission’s SB 350 activities have now heearporated into the draft AB 32 Scoping Plan
update, thereby providing additional clarity thade activities are consistent with the allowalskeswof
COIA. Nevertheless, there are reasonable queséisrie whether or not the activities outlined irsthi
BCP are an appropriate use of COIA funds, regasdiésheir inclusion into the relevant Scoping Plan

This request also provides eight new positiongdtated renewable energy and energy efficiency work
including positions to implement a data system dtaldish a market baseline for contractor work
standards on energy efficiency retrofits and tracknpliance with required permits. This closely
parallels the requirements of SB 1414 (Wolk) timat CEC work with relevant stakeholders to develop
a plan to promote compliance the compliance ofdmg air conditioning and heat pumps with

statewide Building Energy Efficiency Standards. $814 is the subject of a second BCP. The
Legislature may want to ask the Commission to fgldnow these two BCPs differ, and how the

relevant workload will be distributed amongst tequested resources.

Senate Committee on Budget and Fiscal Review 8
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Issue 2: Expenditure Authority for Unspent PIER Natral Gas Funds

Governor's Proposal: The Energy Commission requests $5.9 million in -tme expenditure
authority from the PIER Natural Gas Subaccount,b& spent in a manner consistent with the
Supplementary Reliability and Climate Focused Ndt@as Budget Plan recently submitted to the
PUC.

Background: The Public Interest Energy Research, Developmet,Zemonstration (PIER) Natural
Gas Subaccount is used to fund research and deneldf natural gas based energy technologies that
would not be adequately supported by competitiveregulated energy markets. It is funded by
surcharges on natural gas end users. Unlike mastiadpfunds, PIER funds have a two-year
encumbrance period, followed by a four-year ligtimaperiod.

Over the last decade, a number of projects fundethé PIER fund have come in under budget,
reverting funds to the PIER subaccount. Becauséwheyear encumbrance period on these funds has
expired, the Energy Commission is unable to appbsé¢ funds to a new research, development, or
deployment agreement. As a result, the PUC requiestg the Energy Commission identify any such
unspent funds and propose a budget plan for thefud®se funds. The CEC subsequently identified
$5.9 million in unspent funds and submitted a Seip@ntary Reliability and Climate Focused Natural
Gas Budget Plan for the use of the funds. PUC d#éa review this plan at its April 27th meeting.

Staff Comments: This request is consistent with CEC and PUC rebkeadevelopment, and
deployment priorities, and allows the commissiomptd unspent funds from project savings to work.
Similar requests have been made and granted owguaist several years. However, PUC has indicated
that they will likely not approve the Supplement&uydget Plan guiding the use of the requested funds
until late April. The Legislature may want to casesi withholding action on this request until the@®U
has ruled on the appropriateness of the proposedduPlan to ensure that the requested funds are
directed to the highest priority projects.
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Issue 3: ERPA Expenditure Realignment

Governor's Proposal: The Energy Commission is requesting a reductio®1d.4 million from the
Energy Resources Programs Account (ERPA), offsehtrgases to a number of other funds, to better
balance ERPA expenditures and align funding withgpam activities. The offsetting increases are:
- The shift of three permanent positions and $200,00®aseline contract funding to the
Appliance Efficiency Enforcement Subaccount (AEES).
« A reduction of $4.9 million in baseline contracnéling for power plant planning, siting, and
compliance activities.
« A $5 million reduction in general baseline funding.
- A shift of 35.0 positions and $4.8 million in fumdgj to the Alternative and Renewable Fuel and
Vehicle Technology Fund (ARFVTF) to align expendisiwith activities.

Background: The ERPA was established by statute in 1975 toigeofor the support of the CEC

generally. Revenue is derived from a one-tenth afila($0.0001) surcharge per kilowatt hour. The
ERPA surcharge rate is currently at $0.00029 plewiitt-hour with a cap at $0.0003 per kilowatt-
hour. Increasing the surcharge by $0.00001 to #ye will generate approximately $2.5 million in
additional revenue per year.

As reported in the Governor's budget, ERPA has astructural deficit of approximately $15-19

million per year in recent years, resulting in aardatic reduction in the fund balance. The
Administration has proposed several potential fixdsch result in a smaller structural deficit of

roughly $8 million per year. Despite these effatsl proposals, CEC estimates that the ERPA will
have a negative fund balance by 2019-20, as denabedtoy the chart below.

Fund Balance
(in millions)

$50.0

$40.0

$30.0

$20.0

$10.0

S_
201
$(10.0)

b-16 2016-17 2017-18 2018-19 20 -22

$(20.0)

$(30.0)

*Revenues and expenditures estimated for 2017-8@&atiyears.
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Staff Comments:ERPA is the primary fund source for the CEC, fugdactivities as diverse as energy
efficiency research, regulatory analysis, and poglant site licensing. Many of these programs have
dedicated funding sources that are augmented byAE&enditures. Shifting expenditures from
ERPA to these program-specific funds where appatgrian help preserve ERPA fund balances while
better aligning program funding with program actes.

ERPA is also CEC's largest fund source, providiogghly $75 million in 2017-18. As noted above,
ERPA currently has a significant structural defieihd has been spending down its fund balance over
the last several years. Taking action to bettgnadixpenditures with fund resources is crucialnsuee

the long-term stability of the fund, and its alyilib fund CEC activities. This proposal is an intpat

step in bringing the fund back into balance, bdioés not fully address the fund’s structural irabak.
With the changes included in this proposal the fisnfdrecast to have a negative fund balance bp201
20.

This proposal relies heavily on shifting positicarsd funding in the Alternative and Renewable Fuel
and Vehicle Technology program from the ERPA to Altiernative and Renewable Fuel and Vehicle
Technology Fund (ARFVTF). This is an appropriategrahent of funding and program activities.
However, there is the potential that such a slgftiould displace other uses of ARFVTF funds. CEC
has indicated that this proposal will not changedhpropriation from the ARFVTF. This suggests that
increasing the use of ARFVTF funds for positionevoously funded by ERPA will reduce the funds
available for other projects.

Senate Committee on Budget and Fiscal Review 11
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8660 (QALIFORNIA PuBLIC UTILITIES COMMISSION

The California Public Utilities Commission (PUC)rissponsible for the regulation of privately-owned
telecommunications, electric, natural gas, and matenpanies, in addition to overseeing railroadl/rai
transit and moving and transportation companiese PRUC’'s primary objective is to ensure safe
facilities and services for the public at equitabiel reasonable rates. The PUC also promotes energy
conservation through its various regulatory dedisio

Budget Overview: The Governor’'s budget proposes $1.8 billion an®B4,positions to support the
PUC in the budget year, as shown in the figurewbelthis is a decrease of 81 positions and an iserea
of $260.5 million, mainly due to an increased appiation for the increasing California LifeLine
Program’s wireless subscriber caseload.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201415 2015-16 2016-17 2014-15* 2015-16* 201617

6680 Regulation of Utilities 434 3 478 2 4501 $677,798 $759 661 $737,748
6685 Universal Service Telephone Programs 287 36.1 351 517,694 723618 1,003,903
6690 Regulation of Transportation 168.1 168.4 156.4 27 406 30,513 30,508
6695 Office of Ratepayer Advocates 145.0 168.0 167.0 26,559 30,745 32,901
9900100 Administration 2224 2693 2303 44 055 45,829 51,688
9900200 Administration - Distributed - - - -44 053 -45 829 -51,888
TOTALS, POSITIONS AND EXPENDITURES (All Programs) 9985 1,119.9 1,038.9 $1,249,459 $1,544,5657 $1,805,060
FUNDING 2014-15* 2015-16 201617

0042 State Highway Account, State Transportation Fund $4 220 $4,479 $4 897
0046 Public Transportation Account, State Transportation Fund 6,303 6,150 6,539
0412 Transportation Rate Fund 2,965 2,134 2,437
0461 Public Utilities Commission Transportation Reimbursement Account 13,918 14,770 16,210
0462 Public Utilities Commission Utilities Reimbursement Account 96,961 95,878 111,723
0464 California High-Cost Fund-A Administrative Committee Fund 35,195 43,455 43,054
0470 California High-Cost Fund-B Administrative Committee Fund 16,065 22,536 22,281
0471 Universal Lifeline Telephone Service Trust Administrative Committee Fund 295780 345,702 625,505
0483 Deaf and Disabled Telecommunications Program Administrative Committee Fund 42,092 64,652 67,915
0493 California Teleconnect Fund Administrative Committee Fund 102,083 148,766 147 514
0890 Federal Trust Fund 5,005 8,097 5,549
0995 Reimbursements 44 491 61,444 61,844
3015 Gas Consumption Surcharge Fund 531,530 600,242 562,057
3089 Public Utilities Commission Ratepayer Advocate Account 26,282 27,745 29,901
3141  California Advanced Services Fund 26479 98,507 97,634
TOTALS, EXPENDITURES, ALL FUNDS $1,249,459  $1,544,5567  $1,805,060
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Issues Proposed for Discussion

Issue 1: California LifeLine Program

Governor's Proposal: The budget requests an augmentation of roughly $dilion ($147 million for
local assistance, $4 million for state operatiofs) the LifeLine program in 2017-18. The
Administration has indicated that this is primaridije to increased participation and a projected
increase in the LifeLine subsidy level. Specifigathe PUC estimates that LifeLine subscriptiond wi
increase from roughly three million to 3.2 milliomith the subsidy projected to increase from $13075
$14.30 in the second half of the year. The Admiaigin plans to leave the LifeLine surcharge rate
unchanged at 4.75 percent.

Background: The Moore Universal Telephone Service Act of 1884 the goal of providing high
quality telephone service at affordable rates tgilde low-income households. The act requires the
California Public Utilities Commission PUC to anfiyalesignate a class of lifeline service necessary
to meet minimum residential communications needsgbbp eligibility criteria (currently 150 percent
of the federal poverty level or participation ivariety of existing public assistance programsyl set
rates for services, which are required to be notentban 50 percent of the rate for basic telephone
service. Over the years, the definition of a “bassevice,” that originally included only traditidna
wireline (landline) service, has been considerethenbroader context of new technologies and trends
towards voice, video, and data services.

The federal government and the state of Califooperate separate LifeLine programs. Under federal
and state LifeLine program rules, multiple part@ips are permitted at a single residence if the
participants are separate households. A householddes adults and children who are living together
at the same address as one economic unit. An economt consists of all adults (persons at least 18
years old, unless emancipated) contributing to eivating the household's income and expenses. Only
one LifeLine program discount is provided per hiase.

For each household enrolled in the program, PUQiges telephone companies (carriers) a maximum
monthly state subsidy that is based on 55 perdethieomost expensive basic landline service froen th
four largest telecommunications carriers. The sijp&8 meant to offset the lower rate charged to the
consumer. In 2017, the maximum state subsidy isently about $14 a month. The federal Lifeline
program provides an additional monthly discountlbut $9. In addition, the state provides: (1) & pe
enrollee monthly payment to cover carriers’ adnratsve costs; (2) a one-time connection subsidy fo
new enrollees or enrollees that switch plans; &@)da(subsidy to cover other telephone taxes and
surcharges for LifeLine enrollees.

The program is funded by a surcharge assessedsagaiastate charges on end-users of all telephone
corporations and connected Voice over Internetd@mt(VOIP) service providers in California. These
charges provide a revenue base for the progranowghty 11 billion in 2017-18. PUC periodically
reviews the surcharge rate and may change it tanbal program cost and cash flow against the
financial burden the program imposes on ratepay#érs. surcharge rate has increased steadily since
2012-13, and is currently 4.75 percent. This isealide from the 2015 rate of 5.5 percent, but is
significantly higher than the historic rate of 1{d&rcent.
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Program Participation Dramatically Increased SincExpansion to Wireless Servicdn January,
2014, the PUC issued a decision authorizing volyrmparticipation in the program by wireless service
providers offering discounted wireless service plamlow-income households, if they include wirsles
voice, text, and data services. Since this chathgee has been substantial growth in the progragn an
the number of subscribers doubled from fiscal y&#3-14 to 2014-15, with all of the growth in the
number of wireless subscribers (offset by a redactn the number of wireline subscribers). This
increase in program participation has combined sétieral recent increases in the LifeLine subsidy
(which is paid out in Local Assistance expendityrgs increase program costs. The chart below
highlights this relationship.

Changes in LifeLine Program Participation and Costsince 2006-07
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Source: California Public Utilities Commission

Wireless Plans Are Diverse, but Many Plans Are FrteeEnrollees.A diverse set of wireless plans are

available for LifeLine customers. Although all ptacurrently include at least 1,000 monthly voice
minutes, plans offer different monthly rates, aiddidl voice minutes, text messaging, and data. fAs o
January 2017, there were 13 LifeLine wireless piers, offering 49 plans. Of these, 32 are offeited a
no cost to the consumer, including:

o 27 plans with unlimited voice minutes.
* 26 plans with unlimited text messages.

* One plan with unlimited data.
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Ensuring Eligibility and Minimizing Fraud. Prior to 2007, participants self-certified theirgdbility

and carriers enrolled participants. The very hightipipation rate in 2006 triggered the PUC and the
Federal Communications Commission to require adiparty administrator (TPA) to determine
eligibility and manage the consumer participatiaonthe program. Shortly after the introduction of a
TPA, participation decreased sharply in 2007 an@820oday, participants establish eligibility eithe
through evidence of participation in other fedegrablic assistance programs (for example, CalFresh,
Medicare, Section 8 housing, etc.) or by submitéwglence of income. Applications are required to
determine both initial eligibility and annual rere®; however program eligibility does not require a
annual verification of income eligibility. Applicés provide supporting documentation and information
under penalty of perjury.

As a result of the automated anti-fraud mechanispglications are identified and rejected if theg a
determined to be duplicative. These potential pigidints never receive discounts. Between June 2015
and December 2016, PUC de-enrolled or denied 4f#8%ling or active LifeLine accounts (0.23
percent of the 2.16 million total LifeLine partiapts) for fraudulent behavior. Very few of these
participants have appealed.

In addition to the automated, upfront fraud chepformed by the TPA, periodic detailed queries are
conducted to detect and eliminate fraudulent befraxis an example, the TPA and PUC collaborate on
an annual manual fraud analysis. Participants wiiplicative information (some variant of shared
social security numbers, date of birth, name, alr@sk) are grouped into four-tiers. A detailed na@nu
comparison of all information submitted by consusnéncluding qualifying program documentation, is
used along with results of identity verification detect fraud. This process takes about threeuo fo
months to complete. The program removes activitierd@ined to be fraudulent immediately. In
addition, potential duplicates that are identifeed removed. Participants identified either asdtdent

or duplicative are provided with an opportunityajgpeal.

The Legislative Analyst’s Office has historicallyoted that enrollment estimates are subject to
significant uncertainty. Specifically, the relatiyeecent addition of wireless service to the Lifed
program creates uncertainty about future enrollmemid expenditures. For example, the
Administration’s 2017-18 enrollment projections wdrased on the following key assumptions: (1)
about 4.2 million households are eligible for thegvam and (2) 77 percent of the eligible household
will enroll in the program by the end of 2017-1&€fe is significant uncertainty about both of these
assumptions. Specifically, it's unclear how manigible households will ultimately enroll in the
program by the end of the budget year, or how nvailiyrenew their subscriptions on an annual basis.
These factors generate considerable uncertaintyfébine estimates, and have resulted in frequent
updates to program estimates and costs.

Staff Comment: As the LAO noted last year, enroliment estimates subject to considerable
uncertainty. Generally, the Governor's May Revisiprovides updated expenditure estimates for
caseload-driven programs, such as Medi-Cal andr dtbalth and human services programs. These
updated estimates help the Legislature make bualpetations that are based on the most up-to-date
information available.

The PUC indicates that it plans to provide updaerbliment and cost information for the LifeLine
program with this year's May Revision. By relyingh dhe best possible estimates for program
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expenditures, the Legislature can be more confiteatt it is providing an amount of funding that is
adequate to cover program costs, while also prengmigher-than-necessary costs for non-LifeLine
customers.
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Issue 2: California LifeLine Program — Portability Freeze Rule Implementation |

Governor's Proposal: The budget requests $82,000 (Public Utilities Cossion Utilities
Reimbursement Account) for one permanent positmprocess the anticipated increase in contacts
from consumers due to changes made in the CalddufeLine program by AB 2570 (Quirk), Chapter
577, Statutes of 2016, which requires the PUC tptd rule that LifeLine enrollees cannot switch
telephone providers within 60 days after beginniimgservice, subject to certain exceptions.

Background: As discussed earlier in this agenda, the Lifelprnagram provides telephone service at a
discounted cost to low-income households that roedtin criteria. The PUC delivers this service by
providing a subsidy to telephone service providers,well as several one-time connection and
surcharge subsidies. The PUC currently pays thds&dies on a 120-day cycle: 60 days for carriers t
submit claims and 60 days for PUC to review, cdrecors and process claims. Of the 60 days
allocated to the PUC, 30 days are allocated forteSt@ontroller Office to process claims
reimbursements, prepare checks, and time for dgling USPS.

AB 2570 requires the PUC to adopt a “portabilitgeze rule,” which prevents enrollees from
switching telephone providers within 60 days ofibamng service, by January 15, 2017. PUC estimates
that this rule change will generate a significaoiume of calls to the Consumer Affairs Branch foe t
first three years of the rule change, before aalllme declines to slightly above the historicalrage.

Legislative Analyst’'s Office (LAO) Comments:

Recommend Converting Funding From Permanent to Lintied Term. In our view, it is
reasonable to expect an increase in consumer ass#stvorkload associated with the new
rule. However, the amount of additional workloaspecially over the long run, is unclear at
this time. Therefore, we recommend the Legislafmerove the requested funding on a two-
year limited-term basis. The Administration canmaitba request for ongoing resources in
future years when more information about ongoingkiead is available.
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Issue 3: California High Cost Fund A Workload |

Governor’s Proposal: The budget requests an increase of $6.1 miilolocal assistance funding for
the California High Cost Fund A to provide ten simabcal Exchange Carriers (LECs) with the
financial support necessary to keep rural teleplsaneice rates affordable and comparable to ra&s p
by customers who live in urban areas. This incresghie to greater projected support for telephone
corporations related to Generate Rate Case incrdaseto inflation and labor costs, increased
broadband investment, and increased funding remeinés due to reductions in federal subsidies.

Background: The California High Cost Fund — A (CHCF-A) was addished to subsidize small
telephone companies that operate in high-cost| aueas of the state. It is distinct from the Gahifia
High Cost Fund — B, which provides support for &aand mid-sized telephone companies providing
services to high-cost service areas. It is fundga Isurcharge that is applied to intrastate chaoges
telephone and Voice over Internet Protocol (Vol@3tomers’ bills. There are 13 LECs that currently
operate in high-cost areas of the state. Of these;urrently receive support from the CHCF-A.

CHCF-A funding levels are determined annually bg #UC. LECs that receive funding from the
CHCF-A submit a report that includes the seven mestnt months’ earnings, as well as a forecast of
what CHCF-A support the LEC will need for the comipear. The PUC verifies the forecast and
determines the overall level of CHCF-A support teCs will receive, which is paid out in monthly
installments.

The requested increase in CHCF-A funding is basedeveral factors. First, PUC estimates that
General Rate Cases for four LECs are likely to Iteésuan increased need of roughly $6 million in
CHCF-A funding. Second, reductions in federal suppee estimated to result in a $100,000 increase
in needed CHCF-A funding. Lastly, SB 379 (Fulle©hapter 729, Statues of 2012 permits Small
LECs—those receiving CHCF-A funding—to have broadb@nvestments subsidized by ratepayers,
the revenue of which can benefit unregulated sesviand entities. These investments were not
reflected in 2016-17 CGCF-A requests, and are\likelcreate an uncertain need for additional CHCF-
A funding in future years.

Staff Comment: While the request for additional funds is gengradlasonable based on the factors
detailed above, this proposal raises several issues
» This proposal represents a 15 percent increaskeirbidget for CHCF-A, mostly driven by
increases related to General Rate Cases for fotlveofen LECs that receive CHCF-A support.
The other six LECs will go through General Rate g€8ag the coming years, raising the
potential for further increases in the CHCF-A budge
» A portion of this proposal is related to reductiogmgederal support programs. These programs
face an uncertain future, raising the possibiligttfuture increases would be necessary to offset
further declines in federal support.
« PUC has indicated that the recovery of broadbaneésiment costs will have an uncertain
impact on future CHCF-A budget requests. This e®a&bnsiderable uncertainty in planning
future budgets.
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Issue 4: Office of Governmental Affairs

Governor's Proposal: The budget requests $227,000 (Public Utilities Cadssion Utilities
Reimbursement Account) and two permanent positiomespond to an increased volume of legislative
proposals that impact the PUC, increase cross-ggauondments pursuant to PUC reform, work with
the California Research Bureau to study the govermaf telecommunications service in the state, and
participate in federal administrative agency preesghat can impact PUC and the state of California

Background: The Office of Governmental Affairs (OGA) represetihe PUC before the Legislature
and Executive Branch. It also oversees representaifi the PUC before Congress and federal
administrative agencies. In 2015-16, OGA tracked &hte legislative proposals and coordinated PUC
participation in, and engagement at 13 state infdional, budgetary, and policy oversight hearings.

OGA originally had a staff of seven, but was reduteas few as four positions during previous raund
of budget cuts. A variety of factors have increaS#8A’s workload in recent years, including: an
increase in legislation that impacts PUC relatedtitity safety, reliability and PUC reform; and an
increase in federal involvement in the electricitgtural gas, safety, and telecommunications policy
areas.
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Issue 5: Contract Services Oversight and Implementen of Audit Findings

Governor’s Proposal: The budget requests $214,000 from several spegidskfto fund two permanent
positions within the Contracts Services Section stgoport increased contracting activities and
institutionalize oversight of various audit refomecommendations. The majority of the funding will
come from the Public Utilities Commission Utiliti&eimbursement Account.

Background: The Contracts Office is responsible for processind managing all PUC contracts. This
includes preparing contracts and amendments focutom, reviewing and maintaining all contract
documentation files, tracking invoices and paymentaintaining a database of contract information,
and preparing and generating contract activity mspoThe Contracts Office currently has five
permanent staff.

Audits conducted by the Department of General $esvi(DGS) and the California State Auditor
concluded that contracting program policies and@dores are not adequate to ensure full compliance
with state contracting requirements in a varietai@as. For example, the audits noted that:
» Contracts are not processed in a timely manner.
* Funds are not retained and paid only upon thefgeatsy completion of an agreement.
* Documentation is not maintained to that a contkmas entered into the state’s centralized
database for contract and purchase transaction.
* The PUC’s delegated purchasing practices are rifitisat to provide reasonable assurances of
compliance with the state’s procurement statutekgips, and procedures.

Additionally, the PUC’s use of contracts has insezhfrom 105 per year to 319 over the last fivegea
Contracting activity is expected to continue tor@ase by three to five percent over the next sévera
years, with an expected increase in contract caoxitpldue to regulatory and technological advances.
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Issue 6: Enterprise Risk and Compliance Office

Governor's Proposal: The budget requests $696,000 (Public Utilities Cadssion Utilities
Reimbursement Account) for five permanent positionsluding one Career Executive Assignment B
(CEA-B), to establish an Enterprise Risk and Coame Office (ERCO). The office will assist
management in the evaluation of enterprise riskeld@ment of risk mitigation plans, compliance
tracking of regulations and laws in regards to rapg and compliance with control agencies and the
Legislature, as well as status of safety monitoohgxternal entities and timely reporting of resul
audit follow-up, coordination on all externally pemmed audits, and addressing areas with control
deficiencies.

Background: The PUC does not currently have an establishé&dansl compliance program. In recent
years the PUC has committed violations of ex pastemunication rules, been the focus of six audits
requested by the Joint Legislative Audit Commitheel four audits by control agencies, and been the
subject of a variety of reform-focused legislatpreposals. Because an established risk and conaplian
program addresses risks before they become proplsomse of these situations might have been
prevented had such a program been in place. Tlygests that the PUC needs to move from the
response modality to one of prevention and detecturrently, there is an on-going effort tot hd
reporting requirements and all audit recomm#@oda and responses into one database. This
resolves some of the compliance issues. In additiemn PUC needs to gather information regarding
its responsibilities and requirements as aversight regulator of the utilities it regulate
Currently, the oversight obligations of the PUC estained in each division and not in one central
repository.

Additionally, in Decision 14-12-025 (2015-16het PUC established a requirement that each of
the four largest utilities it regulates use isk-based decision methodology. Each utilgyrequired
to file an application describing its risk assaent model and how it is using it to priaeti and
mitigate risks. This is called the Risk Assessmiditigation Phase (RAMP). Before it can continue
with a rate case, the utility must describe ® RUC how it plans to assess, mitigate, andimize
risks. In addition, a safety model assessmentcgaaing requires a risk assessment procesa as
first step toward reviewing Investor Owned UWhilirisk approaches, driving them toward consisgen
and more transparency. Annual verification repwiils follow approvals with two components: 1)
risk spending accountability report and 2) riskigation accountability report. This inclusion tbie
risk process will provide better rationale fpending while targeting safety and reliability
operations.
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Issue 7: Public Records Act Response

Governor's Proposal: The budget requests $227,000 (Public Utilities Cassiman Utilities
Reimbursement Account) per year for two two-yemnitid term positions to respond to an increased
guantity of public records requests submitted éoRUC.

Background: The PUC public records team is responsibleriEsponding to public records requests
made pursuant to the broad disclosure polici¢gsbbshed by the California Constitution and the
California Public Records Act (PRA). These pekcrequire public access to PUC records, in
whatever format, concerning the conduct of the Eepusiness, subject only to express provisidns o
law limiting disclosure and exemptions containedne PRA. The team has a current staffing level of
3.3 PYs.

Since 2012, as a result of highly visible eventsarfsiderable public concern, including the 2010 Sa
Bruno pipeline explosion and the 2012 failure & 8an Onofre Nuclear Generating Station generators,
the team has experienced a steep increase in thbanwf records requests, an increasing number of
which are also highly complex and/or broad in sc&eecifically, over the last four years, an annual
average increase of 31 percent in public recordaasts has constrained PUC resources to the extent
that public records request processing delays hestdted in legal actions in state court allegingt t

the PUC failed to comply with the Public Recordg.Ac

In 2016, the Legislature passed, and Governor Brsigned, a package of bills enacting reforms to
"bolster governance, accountability, transparemty@ersight” at the PUC, including bills to operda
expand participation in PUC proceedings, improvetgaand reform ex parte rules. PUC has indicated
that implementing these reforms may help reducénéightened level of scrutiny under which the PUC
currently operates, with a resulting decreaseenptlice and complexity of records requests received.
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Issue 8: Internal Audit Positions

Governor's Proposal: The budget requests $266,000 (Public Utilities Cadssion Utilities
Reimbursement Account) for two permanent audit togms to augment existing staff in the PUC’s
Internal Audit unit.

Background: In December 2013, the State Controller recommeiigigidthe PUC establish an internal
audit function. In response, the PUC created ofinbernal Audit (IA) unit to help the PUC modernize
and improve its management processes and perfoen&nom December 2013 to June 2015, IA
conducted its work with one permanent positiard awo staff in rotational positions. Duringsh
interval, 1A developed an Audit Charter and ingi@tthree audits, one of which was completed in
January 2015. The 2015-16 budget increased IAfEtstaix permanent positions. The office was fully
staffed by January of 2016. An additional six asidvere initiated (one a follow-up) in 2015-16, with
an additional three audits completed during 2016-17

The PUC has faced criticism regarding its conductpioviding regulatory oversight of utilities,
particularly concerning its approach to public safeExternal audits of the PUC have identified
weaknesses, inefficiencies, and a lack of canpé in how the PUC conducts its core missidn

assuring that California utility consumers haaée, reliable utility service at reasonalbdges.

Additionally, an increasing number of audits inv@lthe PUC’s information technology (IT) function
due to the increasingly substantial reliance of Ptt@grams and operations on IT, or are operated
through various IT systems. The 2016-17 budget aygur 24 positions for the PUC’s IT Services
Branch, but did not include positions to develogaaudit capability.
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Issue 9: Publish Contract and DGS Audit Informationon PUC Public Website

Governor’s Proposal: The budget requests $107,000 per year from a yasfespecial funds for one
permanent position to publish contract informatenmd audit results on the public PUC website as
required by AB 1651 (Obernolte), Chapter 815, Séstof 2016.

Background: AB 1651 requires the PUC to make available onnternet Website, free of charge,
information about each contract that it enters,imoluding specified information about the contrac
and contracting parties as follows: the names, esd@s, and points of contact of the parties to the
contract; the goods and services requested, agalpiel and the contract value. The bill requit@s t
information to be published no less frequently tlmauce a year and also requires the PUC to make
available on its Internet Website audits conduttgthe Department of General Services (DGS) of the
PUC'’s contracting practices.

Audits are required of each state agency to whigichmsing authority has been delegated at least onc
in each three-year period and are conducted by GBsure compliance with statutory requirements
related to specific contracting procedures (PuBbotract Code 810333). AB 1651 requires the PUC to
make available on its Internet Website audits cotetliby DGS of the PUC's contracting practices.
Currently, PUC contracts are available to the muliiowever, the process for obtaining access to the
contracts can be cumbersome. This bill was premisethe belief that posting on the PUC website
information about contracts to which PUC is a pavty allow greater public scrutiny and encourage
appropriate contracting practices at the PUC.

LAO Comments:
Recommend Rejecting Request for One PositidMe recommend the Legislature reject the
request because the workload justification provitlydPUC does not support an additional
position. The work appears minor and can be donexisging PUC staff.
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Issue 10: Deaf and Disabled Telecommunications Pragn

Governor’s Proposal: The budget requests the conversion of four exidimged-term positions to
permanent positions using $369,000 (Deaf and Deshbelecommunications Program Administrative
Committee Fund) per year. These positions are @tlyrset to expire in June 2017.

Background: The Deaf and Disabled Telecommunications Progr&DTP) is a PUC program
providing Californians who hearing impairment ohet disability with equipment and relay services
through the California Telephone Access ProgramthadCalifornia Relay Service, respectively. Any
subscriber who is certified as hearing impairedisabled by an authorized certifying agent (such as
licensed doctor, optometrist, or audiologist, amotigers) may receive equipment through California
Telephone Access Program. Public Utilities Cod88321 requires the addition of speech generating
devices (SGDs) to the DDTP and adds speech langq&igelogists as certifying agents.

The DDTP was created by AB 136 (Beall), Chapter,48thtutes of 2011. The PUC completed
rulemaking on the program in December of 2013, hadan distributing SGDs in February 2014.
Program applications have increased from 28 in 2018 an estimated 220 in 2016-17. The program
was initially authorized for 4.5 limited-term pasits set to expire in 2017. There is no sunset date
the program.
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Issue 11: Hearing Reporters

Governor's Proposal: The budget requests $228,000 (Public Utilities Cassiman Utilities
Reimbursement Account) per year for two permanesdriig Reporter positions.

Background: State law requires that a complete record of mt@edings and testimony before the
PUC or any commissioner on any formal hearing roestecorded by a Hearing Reporter appointed by
the PUC (P.U. Code 81706). In addition, the PUGt&utorily required to undertake and resolve
proceedings ((P.U. Code 8311, 81701.2(e), 8170).B(a timely manner. The PUC annually handles
about 600 formal proceedings, and issues aboutléf@ions. As a result, the number of hearings tha
may be undertaken at any given time is currenthytéd by the availability of Hearing Reportersalf
Hearing Reporter is not available, hearings muststigeduled at a later date when a reporter is
available (notice requirements normally preventesiciing hearings earlier than the requested date).

Staff Comment: The PUC currently has six Hearing Reporters. Tharkig Reporters have extensive
specialized training, require ongoing certificaticend have expertise in PUC terminologies and
practices. The PUC has indicated that the timelyaadement and completion of proceedings is
impeded by resource shortages in this missiorcatisupport area, and delays can negatively atffiect
state’s economy, utilities and consumers, and impablic safety. Specifically, the PUC has indichate
that 37 percent of all hearing days are postponedtd lack of an available hearing reporter. Thas h
resulted in a significant delay in the completidvarious PUC proceedings.
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Issue 12: Safety Assurance of Electric and Commuration Infrastructure

Governor's Proposal: The budget requests $716,000 (Public Utilities Cassian Utilities
Reimbursement Account) per year for six permanegineering positions in the PUC’s Electric Safety
and Reliability Branch.

Background: The Electric Safety and Reliability Branch (ESRBdgram has a total of 27 staff with
two sections: the Electric and Communication Fgcibafety Section (Facilities Section) and the
Electric Generation Safety and Reliability Sectidhe Facilities Section performs facility inspeato
and records audits, investigates safety incidemggstigates customer complaints and concerns,
participates in several formal PUC proceedings, pedorms other duties as required. In addition to
electric facilities, the section assesses the ysafétthe facilities of communication infrastructure
providers (including wireline telecommunications ngmanies, wireless carriers, cable television
companies, and other broadband providers) thattliseelectric poles or underground electrical
facilities. When violations are found, the Fa@kt Section enforces PUC safety rules through
issuance of audit reports, notices of violatior citations; or submittal of a request thegt tPUC
open aformal investigation proceeding to ensumations are corrected.

Existing law charges the PUC regulatory oversidhiath above and below ground electricity lines and
communications infrastructure that attaches to tbermvise utilize electricity infrastructure (such a
cable conduits or telephone poles). Existing lasoajrants the PUC the authority to inspect said
infrastructure for safety and reliability. This githe PUC regulatory oversight of roughly 200,000
miles of overhead electric transmission and distidn lines, 77,000 miles of underground
transmission and distribution line, 2,200 electbstations, and 4.5 million utility poles.

Investor-owned electric utilities are requitedreport to the PUC each incident that inesltheir
facilities and results in a fatality, an injuhat requires overnight hospitalization, 60®00 or
more in damages,; or attracts significant medira public attention (such as fires and outages
Staff investigates each incident to determine wdrethe utility complied with applicable PUC rules
and decisions. Current reporting trend linesjgmtathat 160 incidents are likely to be nmged in
2016-17. The number of safety-related incident rispearies from year to year, from 102 incidents
fiscal year 2010 to a high of 195 incidents indisgear 2013, and with 125 incidents reported scdl
year 2015. The increase is largely due to the grgwaumber of fires caused by drought cond#jon
as well asthe increased media coverage difyuincidents.
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Issue 13: Cybersecurity Defense

Governor’'s Proposal: The budget requests $665,000 (Public Utilities Cdassmon Utilities
Reimbursement Account) for four new permanent posst to establish a Cyber Security Utility
Regulatory Group at the PUC.

Background: SB 17 (Padilla), Chapter 327, Statutes of 200%uired the PUC to work with
stakeholders to determine requirements for utfitgart Grid deployment plans. The deployment plan
requirements included cyber security and cyber rd#gcatrategy. Subsequently, SB 1476 (Padilla),
Chapter 497, Statutes of 2010 provided rulepriatect the privacy and security of custondata
generated by advanced meters.

On August 22, 2016, the PUC entered into a Bramdum of Understanding (MOU) with Cal
OES to coordinate agency efforts in assurimgsifety and reliability of energy utility sgms
from ever-increasing cyber security threats, mogithe PUC to focus not just on physicatséy

and system resiliency/safety of the utility gysf but also on cybersecurity threats, because, as
reliance on digital technology in the energy pamies continues to increase, the cyber sgcuofit
network assets is more critical than ever.

Since the passage of SB 17, the four larghtiag have requested over $100 million fréme
PUC for cyber security programs and have beethorized to spend about $70 million. These
funds are to be used to protect the everidagit utility infrastructure such as the autordate
substations and automated smart inverters #dktw for the energy from distributed energy
resources to enter the grid.

Staff Comment: SB 17 (Padilla) explicitly made it a policy of tlstate “to modernize the state’s

electrical transmission and distribution systemd asteclared that part of this effort includes the
“‘increased use of cost-effective digital informatiand control technology to improve reliability,

security, and efficiency of the electric grid” (P.Oode Sec. 8360(a)) and further defined this moder
grid to include “dynamic optimization of grid opé@mms and resources, including appropriate
consideration for asset management and utilizatiorelated grid operations and resources, with full
cost-effective cyber-securityP.U. Code Sec. 8360(b)).

To date, over 60,000 cyber vulnerabilities havenbatentified by the U.S. National Institute of
Standards and Technology (NIST). The PUC is revigwan increasing number of rate case requests
for ratepayer-funded cybersecurity investments tdgies continue to upgrade the security of their
infrastructure. The PUC has indicated that theiistexg regulatory and IT units lack to technical
knowledge necessary to establish standards faotyutybersecurity and to review these requests for
reasonableness and feasibility.
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Issue 14: Electric Utility Wildfire Mitigation Plan s

Governor’'s Proposal: The budget requests $966,000 (Public Utilities Cassmon Utilities
Reimbursement Account) for three permanent postfonthe Electric Safety and Reliability Branch to
review and evaluate utilities annual wildfire métgn plans. The total includes $500,000 per year f
three years for related consulting contracts.

Background: SB 1028 (Hill), Chapter 598, Statutes of 2016 nexpueach electrical corporation, local
publicly-owned electric utility, and electrical qoerative to construct, maintain, and operate its
electrical lines and equipment in a manner thatmihimize the risk of catastrophic wildfire posby
those electrical lines and equipment. It furthepuiees each electrical corporation to annually pre@m
wildfire mitigation plan and to submit its plantiee commission for review. It requires the comnaissi

to review and comment on the submitted plans, ab ageto conduct audits and inspections to
determine compliance with the submitted plans.

Wildfires caused by electric utility facilities artde potentially catastrophic impacts on publicekaf
and the economy are well recognized, as is the teaditigate such occurrences. While the PUC
investigation of the 2015 Butte Fire has not beemmeted, CAL FIRE has attributed its ignition to
vegetation coming into contact with utility faciis. In addition, electric facilities cause a numbg
small fires each year.
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Issue 15: Energy Storage (AB 33, AB 2868)

Governor's Proposal: The budget requests $644,000 (Public Utilities Cassian Utilities
Reimbursement Account) for 2.5 two-year limitedatgpositions (including one Administrative Law
Judge) to implement the requirements of AB 33 (Kui€hapter 680, Statutes of 2016 and AB 2868
(Gatto), Chapter 681, Statutes of 2016.

Background: AB 33 required the PUC to evaluate and analyzepibtential for all types of long
duration bulk energy storage resources to helgiate renewable generation into the electrical.grid
Specifically, it required the PUC, as part of a nmwexisting proceeding, to evaluate and analyee th
potential for all types of long duration bulk engrgtorage resources to help integrate renewable
generation into the electrical grid. As part of thaluation, it required the PUC to assess thenpiate
costs and benefits of all types of long duratioiklmnergy storage resources, including impact$iéo t
transmission and distribution systems of locatipeesfic long duration bulk energy storage resources

AB 2868 required the PUC, in consultation with Btate Air Resources Board and the State Energy
Commission, to direct the state’s three largesttetal corporations to file applications for pragrs

and investments to accelerate widespread deployofi@hstributed energy storage systems, as defined.
It authorized the PUC to approve, or modify andrape, programs and investments in distributed

energy storage systems and required the PUC tatjaothose programs and investments that provide
distributed energy storage systems to public sestdrlow-income customers.
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Issue 16: Expedited Distribution Grid Interconnection Dispute Resolution |

Governor's Proposal: The budget requests $796,000 (Public Utilities Cassiman Utilities
Reimbursement Account) for three permanent postiand four three-year limited-term consultant
positions to establish and administer an expediittsuiconnection dispute resolution process as requi
by AB 2861 (Ting), Chapter 672, Statutes of 2016.

Background: To interconnect to the electric distribution sysiea generating facility must seek
approval from the distribution system owner (usual utility) for the facility's interconnection
configuration and planned operations according é¢bndd tariffs. If the facility is found to violate
technical requirements set out in PUC-approvedtytiériffs, the utility may reject the applicatipn
propose modifications to the facility, or requebatt the generating facility in question pay for
infrastructure upgrades that bring the facilitysarrounding system infrastructure into compliandt w
relevant requirements prior to interconnecting.

Interconnection application disputes can frequeatige between a project developer and a monopoly
utility. These disputes often focus on complex techl interpretations of the interconnection rukbs
applicability of existing precedent to emerginghiealogies, perceptions of inconsistent assignmént o
upgrade costs by utilities, and divergent intemgrens of utility engineering judgment.

AB 2861 requires the PUC to establish a streamluisdute resolution process that operates within
timelines that are more closely aligned with erigtinterconnection timelines; provides more techhic
expertise to the PUC and gives the PUC leverageviewing and resolving interconnection disputes;
and issues binding resolutions on a dispute aftatebal negotiations between developers and ieslit
have resulted in an impasse. It specifies thatRbE is to “appoint a qualified electrical systems
engineer with substantial interconnection expertsa@dvise the director of the energy division and
provide adequate staff to assist in resolving aguenection disputes.” (AB 2861, Section 1). It also
requires the PUC to “provide the members of théhr@mal panel who are not from electrical
corporations with an appropriate per diem compémsatonsistent with Section 19822.5 of the
Government Code.”
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Issue 17: PUC Intervenor Compensation |

Governor’s Proposal: The budget requests $322,000 from the Public g8liCommission utilities
Reimbursement Account for three permanent positiongmplement SB 512 (Hill), Chapter 808,
Statutes of 2016, which expands the obligation ptilic utility to pay intervenor fees to an elilgib
local government entity and makes a variety ofdpanency-focused changes to PUC procedures.

Background: The PUC regulates investor-owned utilities andeisponsible for ensuring California
utility customers have safe, reliable utility seeviat reasonable rates. It does so mostly by caimduc
public proceedings to consider utility rate reqagsidjudicating customer complaints, and rendering
decisions that impact rates for utility servicedesy, and reliability. Regulated utilities are eld fully
participate in PUC proceedings, and typically remothe costs of such participation through thesrate
they charge their customers for utility service.isSTmeans that investor-owned utilities typically
possess the resources and personnel necessally fafticipate in and contest these proceedings.

Public participation in PUC proceedings is more ited, largely due to the time and cost of
participating. To encourage public participatiotats law established the Intervenor Compensation
Program in 1984 to provide compensation for reasienparticipation costs to public utility customers
(intervenors) who make substantial contribution®tC proceedings. To be eligible for compensation,
state law requires an intervenor to show signifidarancial hardship as a result of participatinghe
process. Because of this, large commercial cus®arat local governments (who can pass the costs of
participating in PUC proceedings onto customerga@payers) have historically been ineligible for
intervenor compensation.

SB 512 permits intervenor compensation to be paicettain local government entities that intervene
or participate in commission proceedings to theemixthat their involvement was for the purpose of
protecting health and safety. The PUC has indictitatithis requirement will substantially incredise
number of intervenors who are eligible to requestigensation, potentially doubling the current
number of intervenors seeking compensation. The Bs&tithates that they will receive 102 requests for
intervenor compensation in 2016-17. The PUC hastigslly had trouble issuing rulings on intervenor
compensation claims within the statutorily-requitieframe. For example, the PUC met the statutory
timeframe for ruling on intervenor compensationimkin less than 10 percent of cases from 2003-
2013. However, the PUC notes that they have meteteired timelines in 54 percent of cases so far
submitted in the current fiscal year.

SB 512 also required the PUC to make a numberharathanges to internal procedures and policies to
improve transparency and to address deficiencigstiited in external audits. It also requires théP

to perform studies and conduct additional publitreach to make the PUC more accessible to the
public.
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\Issue 18: Ex Parte Communications (SB 215)

Governor’s Proposal: The budget requests $391,000 annually from a yaoiespecial funds for three
permanent positions to implement new rules aroun@agte communications as required by SB 215
(Leno), Chapter 807, Statutes of 2016.

Background: The PUC regulates investor-owned utilities througirasi-judicial proceedings to
consider utility service and rate requests, adptdiccustomer complaints, respond to legislative
directives, and render decisions that impact rédestility services. Specifically, the PUC hasdér
types of hearings: ratesetting, adjudicatory, amdsglegislative. State law requires the PUC to
determine which category a particular proceedirig fato, and to assign one or more commissioners
and Administrative Law Judges to oversee the daséso requires the PUC to adopt procedures on the
disqualification of Administrative Law Judges dueltias or prejudice, similar to those of otherestat
agencies and superior courts.

State law defines “ex parte communications” aswantfen or oral or written communication between a
decision-maker and a party with an interest inrntater before the PUC concerning substantive, but
not procedural, issues that does not occur in aliuietting. Under current law ex parte
communications are not allowed in ratesetting gudidatory proceedings, with limited exceptions and
with required reporting by the involved party, lamé permitted without exception or reporting in gjua
legislative proceedings.

SB 215 significantly modifies the laws governing garte communications in PUC proceedings to,
among other things, expand the definition of extgparommunications and the applicability of
restrictions and disclosure requirements; imposelasure, monitoring, and enforcement requirements
on decision-makers; and provide for the abilityptgition to modify or rescind a PUC decision where
disclosure occurs after a PUC vote. SB 215 alsogés the manner of measuring the time limits in
which proceedings are to be resolved, and reqtie$UC to allow public written comments into the
record of proceedings and provide an opportunityp@rties to respond to them. The PUC plans to
conduct a new proceeding to update and implemenhéw ex parte rules and reporting requirements
established by SB 215.
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Issue 19: California Teleconnect Fund (CTF)

Governor’'s Proposal: The budget requests an increase of $3.6 milliomfilwe California Teleconnect
Fund Administrative Committee Fund to implementergty-adopted program reforms and to better
enforce program eligibility requirements. This umbés $240,000 per year for two new permanent
positions and $3.4 million per year for two yeasdonsulting costs.

Background: The PUC is responsible for implementing universatvice policies consistent with
Public Utilities Code Section 709. This requiresoaus on providing educational entities access to
advanced telecommunications services and assistibgdging the digital divide by expanding access
to state of the art technologies for rural, innéy,clow-income, and disabled Californians. The
California Teleconnect Fund was created in 199@rtamote advanced communications services via
discounted rates to qualified anchor institutioeshools, libraries, government-owned health care
providers, and community-based organizations. Thegrnam is codified in Public Utilities Code
sections 270 and 280.

The PUC opened Rulemaking (R) 13-01-010 in Janwdr®013 to undertake a comprehensive
examination of the California Teleconnect Fund paog The purpose of the Rulemaking was to
reconsider the program's goals, design, implementaand administration. The PUC recently issued
Decisions (D).15-07-007 and (D).16-04-01, whichedetined that CBOs receiving CTF discounts need
to establish eligibility every three years and mabpt more restrictive eligibility criteria. Asrasult,
approximately 8,000 CBOs will need to reapply ie thext two fiscal years. The PUC also recently
adopted program changes also require carrier gdismdosure and enhanced scrutiny of claims.
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Issue 20: Transportation Network Companies: Persorna/ehicles

Governor's Proposal: The budget requests $130,000 from the Public [d8lit Commission
Transportation Rate Account for one permanent josio implement the requirements of AB 2763
(Gatto), Chapter 766, Statutes of 2016.

Background: A transportation network company (TNC) is defirtggl the PUC as "an organization
whether a corporation, partnership, sole proprjaioother form, operating in California that pices
prearranged transportation services for compensaiging an online-enabled application (app) or
platform to connect passengers with drivers ushmgrtpersonal vehicles." Currently the two largest
TNCs in California are Lyft, Inc. and Rasier-CA, CL{doing business as Uber). While not specifically
defined, "personal vehicle" was largely assumeah¢éan a vehicle owned by, or registered in the name
of, an authorized TNC driver. AB 2763 codified thefinition of "personal vehicle" as "a vehicle tinat
used by a participating driver to provide prearexhdgransportation services for compensation” that
meets a variety of specified criteria. Specificalhe personal vehicle:

(1) Has a passenger capacity of eight persons orifetgding the driver.

(2) Is owned, leased, rented for a term that doesexceed 30 days, or otherwise authorized
for use by the participating driver.

(3) Meets all inspection and other safety requiremengosed by the commission.

(4) Is not a taxicab or limousine."

The PUC adopted its first set of regulations forCENn 2013, which it has since updated severaldime
AB 2763 codifies a new, more expansive definitidripersonal vehicles,” for which the PUC will be
responsible for verifying TNC compliance with exigf regulations. As such, AB 2763 will
significantly increase and compound the complegityegulatory oversight, as a single TNC driver's
“personal vehicle” may now change as frequentlgraan hourly basis. While TNCs maintain primary
responsibility for ensuring compliance of TNC drivend their vehicles with all applicable rules and
regulations, the PUC will need to verify such coiapte in light of specific consumer protection and
safety-related concerns.
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8660 PUC-OFFICE OF RATEPAYER ADVOCATE

The PUC Office of Ratepayer Advocate (ORA) is dustaily-defined and independent entity within
the PUC charged with representing and advocatingetralf of public utility customers and subscribers
in all significant proceedings within the PUC’sigdiction, as well as in relevant proceedings befor
the California Energy Commission, Air Resources@@p&alifornia Independent System Operator, and
the state legislature. The ORA develops and impigsnan independent program budget, which is
administered by the Department of Finance separatah the larger PUC. ORA is funded entirely by
the Public Utilities Commission Office of Ratepayeatvocates Account (PUCORA).

Budget Overview: The Governor’s budget proposes $34 million and @@&3tions to support the ORA

in the budget year. This is an increase of 16 positand an increase of $2.2 million, mainly duaro
increase in positions related to recently enaagdlation.

Issues Proposed for Discussion

\Issue 1: Climate Change Initiatives (SB 350, SB 626B 327)

Governor’s Proposal: The Office of Ratepayer Advocates is requestigiptgpermanent positions and
$890,000 (PUCORA) to perform work associated theA@Rmate change efforts driven by a variety
of recent legislation.

Background: AB 327 (Perea), Chapter 611, Statutes of 2013 tallthe building and interconnection
of 12,000 megawatts of localized electricity getiera(also known as distributed energy resources, o
DERS). It requires investor-owned utilities to fi&ans with the PUC to indicate how they plan tetme
these requirements. The three largest investor-dwitikties in the state have filed plans to date.

SB 626 (Kehoe), Chapter 355, Statutes of 2009 regumplementation of infrastructure upgrades
necessary for the widespread use of hybrid and-iplujectric vehicles. The required infrastructure
improvements are often funded in part by utilitiepmyers.

SB 350 (de Leobn), Chapter 547, Statutes of 201%medp the scope of the PUC's involvement in the
state’s Renewable Portfolio Standard (RPS) by rewuirenewable electricity procurement be
increased from 33 percent by 2020 to 50 percerd3p. It also requires the PUC to identify a dieers
and balanced portfolio of energy resources to ensafety and reliability of the electricity suppWiile
integrating an increased quantity of renewableusss, among other responsibilities.

Staff Comments: ORA has indicated that the requested positions raeessary to ensure that
ratepayers are effectively represented and pratant®UC proceedings resulting from the three bills
above. ORA has indicated that extra resourceseressary for two reasons: 1) the proceedings celate
to climate change legislation are functionally eliéint than other proceedings, and require skilts an
experience that ORA does not currently possess2atite above legislation has resulted in an irsgea
in proceedings in which ORA must participate.
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Issue 2: Safe Drinking Water Initiatives

Governor's Proposal: The ORA requests two positions and $230,000 (PUROMR evaluate the
treatment of emerging water contaminants, the effsttiveness of new water treatment technologies,
and the ratepayer impact of water utility acquisis.

Background: State policy provides that every Californian hasghat to safe, clean, affordable, and
accessible drinking water. Public Utilities Codect8®m 455.2 requires each water utility subjecthi®
PUC'’s oversight to file a General Rate Case apipicaevery three years. ORA responds to General
Rate Case applications from Class A water utiliti@sose serving more than 10,000 service
connections) to ensure water utility ratepayer®isecreliable service at a fair price. These rases
may include requests for ratepayer dollars to funfichstructure improvements to detect and filtet ou
water contaminants. ORA has indicated that newanad on Maximum Contaminant Levels (MCL) is
expected to be adopted in the summer of 2017. Mhislead to the identification of new contaminants
and requests for ratepayer dollars to addressahi@minants.

SB 88 (Committee on Budget and Fiscal Review), @ad/, Statutes of 2015 required water systems
that consistently fail to provide safe drinking emto be consolidated with, or receive extensive
services from, another public water system. This lled to an increase in the number of ratepayer-
funded water system acquisitions by large watditiai. These acquisitions are typically carried oy
Class A water utilities, and may have a signifidampact on those utilities’ ratepayers.
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Issue 3: Safety Analyses Workload

Governor’'s Proposal: The ORA requests three positions and $390,000 (PRK) to analyze safety-
related programs and expenditures at public @ditiThese analyses will be used in safety-related
proceedings at PUC, CEC, CAISO, and other utilghated entities.

Background: ORA formed the Energy Safety and Infrastructurgisedn 2015 as a response to the
2010 San Bruno gas pipeline explosion. PUC hagasad its safety focus in recent years, resulting i
a push for more ratepayer-funded safety investmantggulated utilities. Specifically, the PUC has
created new proceedings to improve safety at régllatilities, including the Safety model Assesstnen
Proceeding (S-MAP) and the Risk Assessment in Bneajemaking Proceedings (RAMP), which are
meant to guide and prioritize investments in wtikiafety infrastructure that are paid for wholly or
partially by ratepayers.

Additionally, a variety of new proceedings have b@pened by PUC regarding natural gas pipeline
and infrastructure safety in response to the 20%iSoACanyon gas leak and vandalism of utility
infrastructure in 2014. These include a proceedinged to minimize the impact of a long-term
shutdown of the Aliso Canyon storage facility pansuto SB 380 (Pavley), Chapter 14, Statutes of
2016, Pacific Gas & Electric’'s 2019 Gas Transmissand Storage proceedings, and proceedings to
ensure the physical security of utility infrasturet pursuant to SB 699 (Hill), Chapter 550, Statuk
2014.
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lIssue 4: Establish Communications Office |

Governor's Proposal: The ORA requests two positions (including one CEAand $299,000
(PUCORA) to establish a communications office tovile media outreach and ratepayer information
services.

Background: ORA currently has no dedicated resources to prowittemation and assistance to the
public, media and other interested stakeholderxistiBg staff cover this function upon request,
redirecting time away from their core responsii@itas engineers, economists, and other technical
positions. ORA has indicated that they are recgidmgreater volume of media, public, and stakeholde
inquiries regarding their work, and that respondiagthese inquiries is negatively impacting their
ability to perform their core technical work.

Staff Comments: ORA currently has no communications or outreactsqeal on staff, meaning that
technical staff are often used to respond to meti@iries. While this has resulted in employees
redirecting time from core duties, it is not cledrat negative result this redirection has had orABR
ability to perform its primary role in ensuring li§ ratepayers receive safe and reliable servica a
reasonable price. As such, it is unclear how thdit@aeh of two outreach-focused positions will help
ORA perform this role.
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0650 OFFICE OF PLANNING AND RESEARCH

The Office of Planning and Research (OPR) asdigts3overnor and the Administration in planning,
research, policy development, and legislative aealy OPR formulates long-range state goals and
policies to address land use, climate change, ptipal growth and distribution, urban expansion,
infrastructure development, groundwater sustaiitglahd drought response, and resource protection.
OPR maintains and updates the General Plan Guadelthe California Environmental Quality Act
(CEQA) Guidelines, and operates the CEQA Clearingbo OPR also houses and supports the
Strategic Growth Council (SGC).

Budget Overview: The Governor’s budget proposes $335.5 million a®.@ ositions to support OPR
in the budget year, as shown in the figure belohisTs a decrease of 1.5 positions and $52 million,
mainly due to a decline in Greenhouse Gas Redudtiord resources and an expiration of certain
limited-term funding sources.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures

201516 201617 201718 2015167 201617 201718*
0360 State Planning & Policy Development 19.1 125 1.0 $6,837 $13,935 53,856
03es California Volunteers 16.5 219 21.9 28,507 31,749 31,754
0370 Strategic Growth Council 9.0 6.0 6.0 1,833 341,879 299,878
TOTALS, POSITIONS AND EXPENDITURES (All Programs) 44.9 40.4 38.9 $39,177 $387,563 $335,488
FUNDING 2015-16* 201617 201718~
0001 General Fund 58.716 513,499 $3,343
0890 Federal Trust Fund 27,328 27,988 27,916
0995 Reimbursements 1,003 4,037 4,037
3228 Greenhouse Gas Reduction Fund 1,833 341737 299,736
9740 Central Service Cost Recovery Fund 287 302 456
TOTALS, EXPENDITURES, ALL FUNDS $39.177 $387,563 $335,488
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Issues Proposed for Oversight Discussion

| Issue 1: Integrated Climate Adaptation and Resiliene Program (Oversight)

The Office of Planning and Research’s Integratedn@e Adaptation and Resiliency Program
(ICARP) was created by SB 246 (Wieckowski), Cha@86, Statutes of 2016. The ICARP was
designed to coordinate climate adaptation effodsss the state, with a particular emphasis on
enabling local entities to take the lead on adaptagfforts. This includes providing assistancetate
agencies in coordinating, planning, and prepareguiar updates to the state’s Climate Adaptation
Strategy document, as well as providing assistemséate, local, and private entities in creatiegular
updates to the adaptation planning guide.

OPR was given responsibility for establishing twtated programs to better perform these roles:

The ICARP Technical Advisory Committee: SB 246 bkshed an advisory council, consisting
of representatives of state agencies, local goventsn and relevant non-profit and private
entities. The TAC will support the office’s goal$ facilitating coordination on adaptation

efforts between state and local governments, arldfedus on identifying opportunities to

support local adaptation actions

The ICARP Adaptation Clearinghouse: SB 246 directeBR to create an Adaptation
Clearinghouse for climate adaptation information dge by state, regional, and local actors.
The OPR envisions the Clearinghouse as an onlseuree designed to serve as a centralized
source of information that provides the resourcesessary to guide decision makers at the
state, regional, and local levels when planningafod implementing climate adaptation projects
to promote resiliency to climate change in CalifarnResources currently hosted on the
Adaptation Clearinghouse include:

o Case Studies showing examples of how communitiesaddressing climate change
throughout California and the United States.

o Local actions being taken in California throughigplnd program initiatives.

o Science and projection related guidance to supgtate-wide consistency and use of
authoritative sources of information on science prajlections.

o Policy and guidance to support climate change adiapt

o Tools and resources to support climate change atilaptactivities.

Current status

The 2016-17 budget included $300,000 General FandWo positions to administer the Integrated
Climate Adaptation and Resiliency Program (RFA and develop a clearinghouse website for
climate adaptation information. This included $D0® in one-time contract funding for technical
design and support for the Adaptation Clearingho@@R has yet to encumber these funds, but has
indicated that they plan to use a sole-source aontor the requisite technical support work.

OPR indicates that they have identified and s@lcit7 members of the proposed TAC, with members
of several state agencies, local governments, aithborative non-governmental organizations
accepting invitations to join the committee. OPRnslto hold the first TAC meeting on MarcH™27
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