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VOTE-ONLY CALENDAR

2660 — California Department of Transportation

1. Planning Program Project Initiation Documents ZBB. The budget includes a biannual Zero-
Based Budget (ZBB) for the Planning Program’s Riojaitiation Documents workload. This
ZBB requests 332 permanent positions and $58 milfiom a variety of special funds to
complete Project Initiation Document workload otee next two years. This is a reduction of
30 positions and $4.2 million from the 2015-16 ZBB.

2. High-Speed Rail Project Reimbursement Authority. The budget requests $2.3 million (State
Highway Account) per year for 14 two-year limiteztvh positions to provide ongoing legal
services to the High Speed Rail Authority in re@perty acquisition and maintenance.

2665 — California High-Speed Rail Authority

1. High Speed Rail Property Management.The budget requests a baseline appropriation of
$750,000 from the High-Speed Rail Property Fundfuiled expenses related to Authority
ownership of property. As of August 2016, the Auttyohas acquired 738 of the 1,482 parcels
required to complete the project’s first four constion packages. These parcels were acquired
to create the necessary right-of-way for constauctf the high speed rail line. However, not all
parcels can be immediately transferred to constmicicontractors for demolition and
construction, requiring the Authority to act ashars-term landlord until such activities can take
place. All short-term lease revenues collected Hey Authority are deposited in the Property
Fund; however, the Authority currently lacks theligbto use these revenues for property
management.

2670 — Board of Pilot Commissioners for the Bays &an Francisco, San Pablo and Suisun

1. Rent Increase.The budget requests a budget augmentation of @0@9increasing by $8,000
per year for eight years, for increases in the obsiffice rentals in the Board’s San Francisco
office. The Department of General Services negadidhe increased rent at the Board’s current
location after determining that no other availabtiice space existed that was appropriate for
the Board’'s purposes, cost-effective, and locate®an Francisco or Alameda Counties (as
required by statute). The negotiated lease incladésm four year commitment from BOPC,
after which BOPC may terminate the lease with 6@sdaotice. BOPC has indicated that they
will submit a negative BCP should they choose tmieate the lease.

2720 — Department of the California Highway Patro CHP)

1. Integrated Database Management System Funding.he budget requests one-time funding of
$894,000 (MVA) to cover costs associated with trepadtment's use of the California
Department of Technology’s (OTech) Integrated Dasg@bManagement System (IDMS). IDMS
currently hosts three legacy CHP applicationsneekieeping application, a database related to
commercial vehicle highway incidents and safetyd @ndepartment-wide message-passing
system. OTech bills departments for IDMS use bydilng the total cost of maintaining the
system between the number of users each clienttdegat has. Over time, many departments
have migrated off the IDMS system, leaving fewegrasacross which to spread costs. This has
resulted in an increase in CHP costs over time. GaPindicated that they are in the process of
migrating the final three systems off of IDMS, anill be fully off the service by June 2017, at
which point further IDMS funding will no longer lreecessary.
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2. Reimbursements.The budget requests a permanent budget augmentati®a4 million in
MVA reimbursement authority to ensure collectionthawity for all reimbursable activity
undertaken by CHP. The department’'s billings fomimirsable activities have exceeded
reimbursement authority since 2013-14, requiring) diepartment to absorb excess costs in its
general operating budget.

2740 — Department of Motor Vehicles
1. Inglewood Swing SpaceThe budget requests $2 million (MVA) one-time caamtsl $407,000

(MVA) in ongoing costs for temporary field officeveig space to house Inglewood field office
staff while the previously-approved Inglewood Fi€lifice On-Site Replacement project, which
involves demolishing the old office and buildingethew office on the same site, is completed.
A portion of the ongoing costs will also pay forparmanent relocation of the Inglewood
Investigations division, which will not have spandhe Inglewood field office upon completion
of the On-Site Replacement.
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0521 SECRETARY FOR THE CALIFORNIA TRANSPORTATION AGENCY

The California State Transportation Agency develapgd coordinates the policies and programs of the
state's transportation entities to achieve thee'stahobility, safety and environmental sustaingpbili
objectives from its transportation system.

Governor's Budget: The budget includes $336 million and 54 positions the California State
Transportation Agency in 2017-18. This is a reducdf roughly $200 million from 2016-17, largely
from the shifting of Greenhouse Gas Reduction F@sturces from the agency budget to a Control
Section. Specifically, the budget proposes an asmeof $400 million from the Green House Gas
Reduction Fund through Control Section 15.14 talbecated for the Transit and Intercity Rail Cabita
Program as part of the Governor's Transportatiakdge. In addition, an increase of $85 million from
accelerated loan repayments to the Public TraregpamtAccount is included in the package.

EXPENDITURES BY FUND (in millions)

3-YR EXPENDITURES AND POSITIONS

Paositions Expenditures

201516 201617 201718  2015-16° 2016-17* 2017-18*
0270 Administration of Transportation Agency 231 21.0 21.0 $3,825 $5,019 $5,019
0275 California Traffic Safety Program 302 33.0 33.0 95,907 118,753 96,933
0276 Transit and Intercity Rail Capital Program - - - - 425952 234,480
TOTALS, POSITIONS AND EXPENDITURES (All Programs) 53.3 54.0 54.0 $99,732 $549,724 $336,432
FUNDING 2015167 201617 201718
0044 Motor Vehicle Account, State Transportation Fund $2.362 52,897 52,897
0048 Public Transportation Account. State Transportation Fund 5 9,006 85,006
0890 Federal Trust Fund 95,454 118,397 96,577
0995 Reimbursements 1,905 2,403 2.403
3228 Greenhouse Gas Reduction Fund 6 417.021 149,549
TOTALS, EXPENDITURES, ALL FUNDS $99,732 §549,724 $336,432
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Issues Proposed for Discussion

Issue 1: Governor’'s Transportation Package

Governor’s Proposal: The budget incorporates a transportation fundirgkage similar to the one the

Governor proposed during the transportation spesgakion. The budget proposes to provide new
funding of $1.9 billion in 2017-18, and $4.3 biimn an annual ongoing basis. The annual funding
package provides $2.1 billion from a new $65 feeabhrvehicles; $1.1 billion by setting the gasoline

excise tax at 21.5 cents (with future adjustmeantsriflation); $425 million from an 11-cent increas

the diesel excise tax; $500 million in additionapeand-trade proceeds; and $100 million from cost-

saving reforms to be implemented by Caltrans asvshim the figure below. The $1.9 billion of

additional funding in 2016-17 includes $235 millidrom the acceleration of General Fund loan
repayments over the next three years ($706 miliiototal repayments), rather than repaying these

loans over the next 20 years.

Governor’s Budget Transportation Funding and ReformPackage

Funding Source

Annual Amount

Comments

Road improvement charge

$2.1 billion

A new $65 fee on all vehicles that equa
funds state and local transportati
priorities.

lly
on

Gasoline excise tax

$1.1 billion

Sets the gasoline excise tax at
historical average of 21.5 cents beginn
in 2018-19 and going forwards adjus
annually for inflation.

the

ng
5tS

Diesel Excise tax increase

$425 million

Increases the diesel excise tax by 11 ¢
beginning in 2018-19 and going forwar
adjusts annually for inflation.

eNnts
ds

Cap-and-trade

$500 million

Provides additional funding for the Activ
Transportation Program ($100 millio
and transit capital improvements ($4
million).

e
n)
00

Caltrans efficiencies

$100 million

Implements ceatings reforms.

The 2017-18 proposals for spending the increasedirig are:

e Local Streets and Roads.The increased funding will provide $206 million tities and
counties for local road maintenance.

e Active Transportation Program. The budget provides $100 million cap-and-tradenexes for

the Active Transportation Program which funds petgeencouraging active transportation such
as bicycling and walking, with at least 50 perceftthe funds going to disadvantaged

communities.

e Transit and Intercity Rail Capital. The budget provides $400 million from cap-and#rad
revenues for transit capital investments that glevjreenhouse gas reductions, with at least

50 percent of the funds going to disadvantaged comnites.
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* Highway Maintenance and Repair. The budget provides an increase of $351 million
($42 million from loan repayments) for repairs andintenance on the state highway system.

e Trade Corridor Improvements. The budget provides an increase of $358 million
($108 million from loan repayments) for Caltransfuod projects along the state’s major trade
corridors.

e Corridor Mobility Program. The budget provides $300 million for the Corriddobility
Program, including $25 million for local planningagts, to focus on multi-modal investments
in key congested commute corridors that demonstoats practices for public transit and
managed highway lanes, such as priced expresgloiobcupancy vehicle lanes.

Reforms and Efficiencies.The budget proposes to improve Caltrans’ perfogealy establishing
measurable targets for improvement. It also proptsestreamline project delivery by making various
changes that include advancing project environnheniigation, and implementing more innovative
procurement methods.

BACKGROUND

Overview of Transportation Funding in California

The California state highway system includes 50,@0(@-miles of pavement, approximately 13,000
bridges, 205,000 culverts and drainage facilit@gés roadside rest areas, and 29,183 acres of readsid
landscaping. In addition, California’s 58 counteasd 480 cities are responsible for 304,000 miles of
local streets and roads, as well as numerous hyadges. Approximately 180 public agencies provide
public transit, such as intercity bus and passerajkgresulting in about 1.3 billion passengepdreach
year. The programs described in this section rétattate highways, local roads, and mass traausit,
include the Department of Transportation (Caltraas)l the California Transportation Commission
(CTC).

These areas of transportation are funded from ||@&tate, and federal sources as shown in the figure
below. In addition, the California Highway Patr@QHP), the Department of Motor Vehicles (DMV), as
well as various programs within the Air Resourcesa8l (ARB), are funded with revenues from
vehicle registration and driver licenses’ fees.tHgpeed rail funding is excluded here.

Senate Committee on Budget and Fiscal Review 7



Subcommittee No. 2 March 23, 2017

California Transportation Funding
Major Sources

Funding Source Comments

Locally-imposed revenues such as add-on saleptaperty
tax, developer fees, and transit fares. Some fwsdsl to
reimburse Caltrans for locally-supported work one |th
highway system.

Primarily federal gas tax revenue (18.4 cents/gall
Includes funds for highways and transit.

Allocated to the state and local governments. 117208, the
Motor vehicle fuel taxes | state gasoline tax is expected to be 29.7 centgrandiese
excise tax 16.3 cents.

Primarily from vehicle registration and driver Ireses.
Supports the operations of the DMV, CHP, and ARB.
Revenue pays for debt service on transportaticatae
general obligation bonds.

Supports transit operations and capital projeats, active
transportation.

Diesel sales tax Primarily supports local transit operators.

GO bonds State ggneral obligation bonds, primarily from
Proposition 1B.

Local Revenues

O

Federal Revenues

Fees on cars and drivers

Truck weight fees

Cap-and-trade

Special Session on Transportation Funding

The Legislature convened in 2015 a special sessiotransportation funding to address the funding
shortfall for maintaining the current system oftsthighways, transit, and local streets and rokds.
example, the State Highway Operation and ProtecRoogram (SHOPP), which funds highway
maintenance and repairs, has an annual fundingfathof about $6 billion. Various options to inase
state funding and achieve efficiencies at Caltnaese proposed during the Special Session by beth th
Legislature and the Administration. Generally, tbwal amount of funding the proposed plans would
generate each year (for a variety of transportapiorposes) varied from the low billions to up to $7
billion. The special session ended without the pgs®f a funding package.

Options to Increase the Accountability and Efficierwy of Caltrans

In addition to increasing funding for transportatimfrastructure, many of the options considered
during the special session would increase the aability of Caltrans’ work and allow for other
efficiencies. Over time, increasing the accounigbénd efficiency of Caltrans has the potential to
decrease the amount of funds that are potentiakynanaged, reduce cost-over runs, and reduce total
project costs. The savings from implementing sudtiviies would be less in dollar terms than the
funding proposals described earlier. However, i@ the department’s performance, and better
ensuring that the limited funding available fornsportation is put to the best use, should alsa be
priority.
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The CTC included several recommendations for impigptransparency, accountability, and efficiency
in transportation spending in its 2015 and 2016iahreports. These include:

Require the State Highway Performance Plan to delwneasurable targets for improving the
state system, and require Caltrans to provide aegelports on its progress to the California
State Transportation Agency and the CTC. Give tA€ @he responsibility to allocate both
project development and delivery costs for Caltiamagects.

Allow direct contracting between Caltrans and fetlgrrecognized Native American tribes in
California for transportation program purposes.

Provide flexibility for Caltrans to contract for me engineering and right-of-way workload.
Permit Caltrans to prequalify consultants by tygewmrk and draw from a list of those
consultants as work becomes available. Authorizkr&@es and its partners to use alternative
procurement methods permanently and without limits.

Expand the use of “advance mitigation” and othgreelted environmental review processes to
streamline the environmental planning and compBamportion of transportation project
development.

Require Caltrans to implement efficiency measuris the goal of generating $100 million per
year in savings to invest in maintenance and réiketion of the state highway system.

ISSUES TO CONSIDER

The current level of funding is inadequate to naimtthe state’s transportation system and it is
important for the Legislature to address this. Tlgislature may want to consider several issues as
they review the funding package proposed in thegbtud

Amount of Funding. According to the Governor’s budget, the cost okdefd maintenance for
the state highway system is $59 billion and theuahfunding shortfall for maintenance and
repair of these roads is $6 billion. The proposaddportation funding package, however, only
provides $4.3 billion per year. Given the scal¢hef problem, and the state’s fiscal outlook, the
Legislature may want to consider what an appropriavel of funding for transportation
projects would be.

Use of Funding.The proposed transportation package provides $i8nbper year, spread
across highways, public transit, local streets raadis, and active transportation such as biking
and walking. However, as stated above, the annwadiig shortfall for highways alone is
nearly $6 billion. Given this shortfall, the Legitlre may want to consider options for
prioritizing spending in various transportation egiries to ensure that the limited funding
available is directed at the highest priority potge

Source of Funding. The gas tax is the traditional funding source foansportation
infrastructure because it follows the “user paysiigple by tying the use of a public good with
the cost of maintaining it — the more miles drivére more gas burned and the more gas tax
paid. The gas tax has remained the primary fundmgce for transportation projects, even as
gas mileage has risen and inflation has reducedahe of the collected tax. Any effort to raise
additional revenue for transportation will likelyclude increasing existing taxes and fees or the
creation of additional taxes and fees. ObtainirggMbtes necessary to pass such a package may
be challenging. The Legislature may want to considieer options for raising revenues, such as

Senate Committee on Budget and Fiscal Review 9



Subcommittee No. 2 March 23, 2017

raising fees, though such fees may not follow theet pays” principle as closely as the existing
fuel tax.
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2600 CALIFORNIA TRANSPORTATION COMMISSION

The California Transportation Commission is resgaegor programming and allocating funds for the
construction and improvement of highways, passemgiérsystems, and transit systems throughout
California. The Commission advises and assistsTitasportation Agency and the Legislature in
formulating and evaluating state policies and pléms California's transportation programs. The
Commission also initiates and develops state addr& transportation policies that seek to secure
financial stability for the state.

Budget Overview: The budget provides $29.6 million and 20 positiforsthe CTC in 2017-18, an
increase of three positions and roughly $500,00tis Ts mostly due to an increase in resources
provided by the Governor’s transportation prop@sel other staffing proposals.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201516 201617 201718 2015-16” 2016-17" 2017-18"
1800 Administration of California Transportation 17.4 171 201 $2.956 54,049 54 551
Commission
1805 Clean Air and Transportation Improvement - - - 4 6861 25 000 25,000
TOTALS, POSITIONS AND EXPENDITURES (All Programs) 17.4 171 20.1 $7,817 $29,049 $29,551
FUNDING 201516~ 201617 201718*
0042 State Highway Account, State Transpertation Fund 51,017 51,660 $1,913
0046 Public Transportation Account, State Transpertation Fund 1,760 1,545 1,878
0703 Clean Air and Transportation Improvement Fund 4,861 25,000 25,000
0995 Reimbursements 105 426 426
3290 Road Maintenance and Rehabilitation Account, State Transportation Fund - - 216
6055 Corridor Mobility Improvement Account, Highway Safety, Traffic Reduction, Air Quality, 18 6 6
and Port Security Fund of 2006
6056 Trade Corndors Improvement Fund 17 35 35
6058 Transportation Facilities Account, Highway Safety, Traffic Reduction, Air Quality, and 16 - -
Port Security Fund of 2006
6059 Public Transportation Modernization, Improvement and Service Enhancement Account, 4 12 12
Highway Safety, Traffic Reduction, Air Quality, and Port Securnty Fd of 2006
6060 State-Local Partnership Program Account, Highway Safety, Traffic Reduction, Air 8 B 6
Quality, and Port Security Fund of 2006
6062 Local Bridge Seismic Retrofit Account, Highway Safety, Traffic Reduction, Air Quality, 1 B 6
and Port Security Fund of 2006
6063 Highway-Railroad Crossing Safety Account, Highway Safety, Traffic Reduction, Air 3 22 22
Quality and Port Security Fund of 2006
6064 Highway Safety, Rehabilitation, and Preservation Account, Highway Safety, Traffic 7 19 19
Reduction, Air Quality, and Port Secunty Fund of 2006
6072 State Route 99 Account, Highway Safety, Traffic Reduction, Air Quality, and Port - 12 12
Security Fund of 2006
TOTALS, EXPENDITURES, ALL FUNDS $7,817 $29,049 $29,551
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Issue 1: Transportation System Planning and Overslg |

Governor’s Proposal: The budget requests $395,000 per year from vaspasial funds for one new
permanent position, the conversion of one limitart position to permanent, and $20,000 in
contracting funds to implement a variety of lediska mandates. Specifically, the requested postion
will administer the state’s Active Transportatiorofram (ATP) and the implement new requirements
for regional and statewide transportation planning.

Background: The ATP is a competitively-awarded state grantdimg program with the goal of
funding projects that increase walking and bikifige program receives approximately $123 million in
state and federal funds annually and is fundinggmies open to any project statewide, projects fro
small urban and rural organizations, and projeotsnf Metropolitan Planning Organizations. The
CTC's role includes adopting project guidelinesppithg fund estimates for the program, allocating
funds to projects, and evaluating and reportinghenstatus of the overall program to the Legiskatur
The ATP was created by SB 99 (Committee on BudgdtFiscal Review), Chapter 359, Statutes of
2013, and AB 101 (Committee on Budget), Chapter, $&dtutes of 2013, which amalgamated several
existing state and federal programs, most of whk¥ene formula-driven rather than competitive. The
CTC is currently redirecting one full-time posititmadminister the program.

SB 486 (DeSaulnier), Chapter 917, Statutes of 26ade the CTC a major role in the development of
the California Transportation Plan, which guides tlevelopment of numerous regional and statewide
transportation plans. Specifically, it providedttiize CTC may prescribe study areas for analysis an
evaluation by Caltrans, and may establish guidslioe updates to the California Transportation Plan
The bill also requires the CTC to approve the hetgional Transportation Strategic Plan and the
Interregional Transportation Improvement Programdifionally, SB 64 (Liu), Chapter 711, Statutes of
2015 required the CTC to review any recommendationthe California Transportation Plan and
“prepare specific, action-oriented, and pragmatecommendations for transportation system
improvements.” Prior to the passage of SB 486 é&®4 the CTC had no role in the development or
administration of any of these plans. The 2015-u@get resourced the CTC with one limited-term
position, which is set to expire in June 2017,mplement the planning provisions of SB 486 and SB
64.

The state is responsible for the maintenance dmabiigation of the 50,000 mile state highway sgste
as well as the associated bridges, culverts, amer anfrastructure. Caltrans describes its plamgife
rehabilitation and reconstruction of this infrastire in the State Highway Operations and Protectio
Program (SHOPP). The SHOPP is a $10 billion fowrymortfolio of projects that allocate funds to a
variety of high-priority rehabilitation projectsahrequire more extensive design and constructiork w
than a simple maintenance project.

SB 486 requires the CTC to adopt the four-year SPIGRgram and approve the 10-year SHOPP Plan.
Additionally, Caltrans, in consultation with the CTis required to prepare an Asset Management Plan
to guide SHOPP project selection in phases, wighfitist phase included in the 2016 SHOPP. As part

of this process the CTC is further required to adapgets and performance measures to guide state
transportation investments. The Asset Managemaert, Rlerformance measures and targets, and the
CTC’s Fund Estimates together help inform futurejgut prioritization and programming decisions.
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The CTC received one permanent position in the 201®udget to implement the SHOPP-specific
requirements of SB 486.

Staff Comment:

Conversion of Limited-Term Position to PermanentheasonableBased on workload data provided

by the CTC, and on the provisions of SB 486 and 68B the CTC'’s request for two permanent
positions is generally reasonable. The CTC wasngioee limited-term position for the planning

requirements of SB 486 and SB 64, which is setxmre in June 2017. The responsibilities given to
CTC by these bills are ongoing, and a permanentiposs appropriate to administer them.

ATP Created Significant New Workload at CTQhe creation of the ATP created significant new
workload at the CTC. While several of the legaciivactransportation programs that were combined
into the ATP were administered by the CTC, theyempredominantly formula-based programs and
therefore created relatively limited workload. SB @nd AB 101 shifted these programs into a
competitive structure, requiring more active adstiation by the CTC and creating significant
workload, without providing additional resources administer the program. To date the CTC has
administered the program by permanently redireabing position to administer the program on a full-
time basis, redirecting other positions as needgihg periods of high workload, and contractinghwit
the Community College Foundation to provide tempoeaiministrative support when necessary. CTC
workload data indicates that administering the Ag&uires roughly two full-time positions year-round
An additional permanent position, and continuedtramior support, can help minimize the redirection
of personnel from other CTC programs during periofdsigh workload.

CTC Workload May Increase in the Futurdn addition to the workload created by the ATP &mel
planning requirements of SB 486 and SB 64, the @aSbeen tasked with an increased oversight role
in statewide transportation planning and prograngm8B 486 gave the CTC a more active role in the
planning and programming of SHOPP funds, as wethascontinued development of Caltrans’ Asset
Management Plan. The CTC was provided with a sipgkation in the 2016-17 budget to coordinate
this work, and has indicated that they will congne track SHOPP-related workload to determine if
additional resources are required in future buglgats.

Additionally, several transportation funding proalsshave included changes to the CTC'’s role. These
include establishing the CTC’s independence from @alifornia Transportation Agency, expanding
the CTC's role in programming SHOPP funds, andgasmg CTC involvement in other transportation
programs. All of these proposals may increase CTtkad in out years, and may require further
resources to implement.

Senate Committee on Budget and Fiscal Review 13
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2660 C\LIFORNIA DEPARTMENT OF TRANSPORTATION

The California Department of Transportation (Caigladesigns and oversees the construction of state
highways, operates and maintains the highway sydterds three intercity passenger rail routes, and
provides funding for local transportation projedhrough its efforts, Caltrans supports a safe,
sustainable, integrated, and efficient transpanesiystem to enhance California's economy and
livability.

Budget Overview: The budget proposes $10.9 billion to support 19,00€itions at Caltrans. This is
an increase of nearly $1.3 billion, mostly due he tllocation of funds provided by the Governor’'s
Transportation Package. In total, the Governoran3portation Package allocates $358 million for
Trade Corridor Enhancement, $351 million for staghway repairs and maintenance, $300 million for
the Corridor Mobility Improvement Program, whicttindes $25 million for local planning grants. In
addition to the funding in Caltrans' budget, thekaae provides $485 million for the Transit and
Intercity Rail Capital Program, $206 million forcal road repairs and maintenance, and $100 million
for greenhouse gas reduction projects in the Actnamsportation Program.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201516 201617 201718  2015-16* 2016-17* 201718~
1830019 Aeronautics 247 240 24.0 568,531 38,629 7,993
1835010 Capital Outlay Support 75964 81606 6&,1606 1,957 449 1,788,038 1,790,811
1835019 Capital Outlay Projects - - - 3,669,748 25975152 3,639,224
1835020 Local Assistance 251.4 267.5 266.5 1,204,544 2,067 487 2,504,610
1835029 Program Development 192.8 2222 22432 66,213 79,430 77,974
1835038 Legal 2532 2736 276.6 120,339 127,115 128,078
1835047 Operations 1,325.0 108612 10612 264,004 248,571 250,857
1835056 Maintenance 63004 60143 60143 1,657,773 1,512,461 1,665,430
1840019 State and Federal Mass Transit 56.0 627 62.7 157,497 194,291 122,063
1840028 Intercity Rail Passenger Program 40.0 477 437 189,098 392,893 522,265
1845013 Statewide Planning 613.0 655.9 628.9 113,465 132,999 130,128
1845022 Regional Planning 456.2 385 385 86,439 92,767 94,767
1850010 Equipment Service Program 699.5 634.6 634.6 273,581 191,956 191,965
1850019 Equipment Service Program - Distributed - - - -273 581 -191,956 -191,965
9900100 Administration 15272 15735 15775 776,537 374,442 390,021
9900200 Administration - Distributed - - - -776.537 -374.442 -390.021

TOTALS, POSITIONS AND EXPENDITURES (All Programs) 18,925.8 19,0443 19,013.3 $9,493,160 $9,619,833 $10,934,200
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Issue 1: Information Technology Infrastructure Refresh |

Governor’'s Proposal: The budget requests one-time funding of $12 mmil({tate Highway Account)
to replace outdated information technology infrastiire equipment that has reached the end of d@s en
of life.

Background: Caltrans IT Infrastructure was developed, and isntamed, in accordance with a
Finance Letter for network infrastructure approued997-98, which budgeted $21 million in one-time
funds, and $5.8 million for ongoing maintenance apdrations for the department’s IT infrastructure.
Caltrans IT infrastructure has grown significanttythe intervening years to support the demands of
business operations without a significant increagbe IT budget.

Caltrans IT infrastructure supports daily operagi@ more than 600 locations statewide. Operations
supported by aging infrastructure include: managenoé freeway traffic, ramps lanes, and lights,
maintenance of highways and bridges, changeablesagessigns, and other public communication
efforts. Additionally, IT infrastructure supportset daily operations of Caltrans staff.

As of June 16, 2016, Caltrans had 10,938 IT infuastire devices, with a value of approximately $60
million. Approximately 55 percent of these devicesluding 5,483 network devices, 447 servers, and
108 storage appliances, will reach their design @&ridfe (EOL) by June 2017. A number of recent IT
failures have created significant interruptionsCaltrans operations. These include an outage in the
Caltrans Construction Management System, whichltezbsun a department-wide assessment of
necessary IT reforms.

Caltrans has identified 1,081 pieces of high-ptyolT infrastructure to replace, with a combinedtco
of $11.9 million. These replacements are detailddwo.

. Level of .
. Average Full Time
D.I?v'? Quantity. | Hoursto Ego[t to Equivalent %gg’ts
P - |~ Replace place FY 17-18 ( s)
{Hours)

Network 869 18 15,642 9 $ 6,002
Server 126 42 5,292 3 3,013
Storage 86 80 6,880 4 2,908
Total 1,081 140 27,814 16 $11,921

Staff Comments: Functional IT infrastructure is crucial to Caltradaily operations. Caltrans has

experienced significant IT failures in recent yeaith increasing frequency. Caltrans has provided a
accounting of the number and type of IT devicedbdoreplaced, and the cost for doing so, which
supports this request, and have indicated thatupeotent of the required pieces of IT infrastructure
will be completed by June 2017.

However, this request does raise a number of gquestiSpecifically, given recent advances in
technology, are most cost-effective options forradsing aging IT infrastructure available? And,
should the Legislature choose to fund this requesty does Caltrans plan to maintain the requested
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infrastructure to ensure the department can maintia IT function without repeating the major
interruptions experienced in recent years?

Alternative Solutions Exist.The BCP provides an alternative option of migmtadl servers and
storage capacity to the California Department ofhf®logy’s (OTech) CalCloud program, without
replacing servers and storage appliances at Calt(zaltrans has indicated that this would limitgen
term maintenance costs and free up staff for mmyle-priority IT projects. However, Caltrans hasaals
indicated that many applications are not desigoedhfe cloud, and may require significant reworking
to ensure compatibility. OTech has indicated tiég &lternative will require ongoing annual costs,
would migrate specific applications to CalClouddanay not necessarily include all of the most aged
and vulnerable equipment. To determine those castsjore in-depth review of the Caltrans IT
applications and infrastructure is currently undeywSpecifically, Caltrans is working with CDT to
review the entire Caltrans IT infrastructure desigpplications and equipment, and expects to have a
plan and cost for Alternative 2 by this spring.

Long Term Maintenance Plan UnclearAdditionally, it is unclear what Caltrans’ longrte plan
would be for maintaining the requested infrastreetCaltrans is requesting these funds to replace a
large batch of IT infrastructure that was purchagedrs ago and allowed to reach EOL in a single
wave, rather than maintaining and replacing theastfucture as needed to spread replacement costs
over multiple years.

OTech utilizes a Lifecycle Management Program anbliphes equipment lifecycles that follow
industry standards and best practices for ens@guipment is monitored and replaced prior to failur
Caltrans has indicated that they plan to follow €Te lead and adopt an IT Asset Lifecycle
Replacement Program to emphasize IT asset managesnen avoid IT equipment failure and
disruptions to business operations. Caltrans hapnowided a due date for this plan.
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Issue 2: Information Technology Enterprise Security

Governor’s Proposal: The budget requests $4 million (State Highway Artd and six permanent
positions to create, implement, and administerltiermation Technology Cyber Security Program.
This request includes:
* Six permanent positions beginning in 2017-18.
e $1.7 million for contracting costs in 2017-18; $iillion in 2018-19; and $500,000 in ongoing
contractor costs in out years.
e $1.4 million in one-time operating costs for hardevand software purchases, with $425,000 in
ongoing hardware and software purchases.
» Ongoing training expenses of $5,000 per year psitipo.

Background: Caltrans is becoming increasingly dependent omitgmation technology assets, which
are themselves becoming more complex, intercondeatel exposed to cyber threats. Caltrans is
mandated by numerous compliance directives to grdtee security, confidentiality, integrity, and
availability of the information and technology assender its control. Audits and assessment by a
variety of state and federal organizations haventiied potentially-significant gaps in Caltrans’
compliance with these state and federal IT secdirgctives.

In recent years, a number of unsophisticated anergdy untargeted cyberattacks have led to system
outages, interrupted Caltrans service, and comeanpotentially valuable information, such as login
credentials and network information. Caltrans hadicated that a more sophisticated and targeted
attack that results in 24 hours of system downtiméd cost more than $40 million in lost produdivi
and economic costs, as well as creating signifigenéntial safety challenges on the state highway
system.

Caltrans has previously created and filled thetmysbf Information Security Officer, but has indted
that the Department lacks the resources necessarpde the gaps identified in previous audits and
cybersecurity reviews.

Staff Comments: While the department’s proposal has merit, ttogppsed implementation plan lacks
detail. Specifically, Caltrans has proposed a heyel plan for the development of the Caltrans
Security Roadmap, which will guide the creation andnagement of the proposed Cybersecurity
Program. The proposed plan lacks key detail araomglementation dates and costs. Caltrans has
indicated that a portion of the requested contngctunds will support the development of a detailed
roadmap, using the proposed plan as a guide. Wittisi detailed roadmap, it is difficult to assess
whether the ongoing funding requested in this psap® appropriate.
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Issue 3: Toll Bridge Maintenance Reimbursements

Governor's Proposal: The budget requests an increase of up to $24.Bomiin reimbursement
authority for toll bridge maintenance work on Idgadperated toll bridges. Existing staff will contie
to perform the maintenance work.

Background: Funding responsibility for Bay area toll bridgaimenance was given to the Bay Area
Toll Authority (BATA) on January 1, 1998. Caltrahas historically continued to perform the work,
subject to BATA reimbursement. The BATA reimbursetnagreement for tow services was suspended
in 2001 to allow BATA to recover the cost of thessac retrofit work on the Richmond-San Rafael
Bridge. AB 144 (Hancock), Chapter 94, Statutes@i%, amended the responsibility to administer and
oversee all maintenance services on state-ownédridges to BATA upon completion of seismic
retrofit work, including the work on the two spasfghe San Francisco-Oakland Bay Bridge.

Caltrans has indicated that current State Highwascofint (SHA) reimbursement authority is
insufficient to cover all of the maintenance woekuired for the toll bridges. Caltrans believes #ika
applicable retrofit work has been completed andnteaance costs, including tow costs, are now
BATA's responsibility per AB 144. However, any suttansfer of funding responsibility would require
a new Memorandum of Understanding between CalaadBATA.

Caltrans has further indicated that increasingSh#& reimbursement authority would allow Caltrans
shift SHA funds currently paying for Bay Area tdilidge maintenance to pavement maintenance
project elsewhere in the state. Specifically, tepaitment is proposing to apply SHA resources to 17
pavement projects throughout the state, repregeapproximately 250 lane miles of pavement.

Staff Comments: The seven Bay Area toll bridges are state-ownedugh BATA owns the toll
revenue. It is reasonable for Caltrans to requesTA toll reimbursement for maintenance work
performed on the bridges. However, there appeal®toonsiderable disagreement between Caltrans
and BATA on the appropriate level of reimburseme8isecifically, BATA has provided the following
comments:

* Under the terms of AB 144 and the current coopezatigreement between BATA
and Caltrans, BATA is responsible for bridge manatgce on the state-owned toll
bridges beginning with the completion of the sewsnetrofit of the bridges. We take
no issue with Caltrans requesting additional reirmbment authority for that
legitimate purpose. However, based on the propdasaphpears a substantial part of
the request is due to the inclusion of over $8iamillin annual tow service costs,
which are not considered “maintenance” work and aot¢ referenced in the
cooperative agreement or the statute.

* Furthermore, the obligation to cover maintenancgsconder AB 144 begins once the
seismic retrofit program work on each bridge is ptate. Technically, this transfer of
responsibility for the San Francisco-Oakland Bayd@e does not begin until the
demolition of the original east span of the SannEisco-Oakland Bay Bridge is
completed, work that is ongoing and not anticipatedhe completed until later this
year.
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* Finally, the BCP references a renegotiated MOU vBWTA. Caltrans has not
initiated detailed conversations with BATA regagliopening up the terms of the
existing cooperative agreement. Therefore, as &rBATA is concerned, this
proposal is a surprise and premature.
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Issue 4: Sustainability Program and ZEV Infrastrudure

Governor’'s Proposal: The department is providing an informational BG#F Highlight actions
underway to implement the Strategic Management’®I&ustainability, Livability, and Economy
goals. Specifically, this informational BCP higliig actions underway to implement the Governor’'s
Zero Emission Vehicle (ZEV) Action Plan item to tiaé 30 direct current (DC) fast-charging stations
by December 2018.

Background: The Governor's 2016 Zero Emission Vehicle ActRlan, among other goals, calls for
the installation of 30 new public “direct currem) fast-charging stations”—electric vehicle chagi
stations that can recharge the battery of an &eethicle to an 80 percent charge in 30 minutes—at
highway rest stops or other Caltrans propertieee plan establishes a goal of constructing these
charging stations by December 2018. To date, Qaltreas constructed one DC fast charging station
that was funded with grants received from othedipuntities and the local utility provider.

The Governor’'s budget includes provisional langutgallow Caltrans to spend up to $40 million—
$20 million from the State Highway Account (SHA)d$20 million from federal funds—to construct
DC fast charging stations at seven locations in7208. Specifically, the provisional language pre@ad
this funding from the State Highway Operation amot€ction Program (SHOPP)—the state’s program
for rehabilitating and operating state highwayse Bleven locations would provide a total of fourteen
charging stations, or an average of two chargiatjasts at each location. The proposal is the yiestr

of a two-year effort to build charging stations3é locations as stated in the Zero Emission Vehicle
Action Plan. Caltrans plans to request fundingtfe remaining 22 locations as part of the 2018-19
budget process.

The department indicates that the provisional lagguwould provide flexibility as the precise amount
of federal or SHA funding needed is not known a time for several reasons. First, the department
plans to pursue various grants and other fundingces that would reduce the need for SHA or federal
funds. Second, Caltrans is still in the procesdeseloping per location cost estimates for the gingr
stations, which are expected to range from $1.lianito $3.8 million for each location.

Staff Comments: While the Governor’'s Zero Emission Vehicle ActiolafPand its proposed activities
are consistent with statewide priorities on climate clean energy, this request raises severadsssu

Proposal Lacks Detail.The proposal lacks certain details, making itidift for the Legislature to
evaluate the proposal. Specifically, the proposaisdnot identify the 30 locations proposed for telec
vehicle charging stations, including the seventiooa proposed for construction in 2017-18. Without
this information it is impossible for the Legisleguo determine the potential benefits from theppsal

or to ensure that the overall scope of the effoit ke effective. In addition, the proposal lacks
specificity with regard to the associated costsefach charging station and only provides a larggea
of potential costs. Based on the range of coststifted, it appears that the construction of all 30
stations would range from about $30 million to at®140 million.

Use of SHOPP Funding Is a Policy Change With Broadenplications. State law establishes SHOPP
as the state’s program of capital projects to riditetie and operate state highways. Caltrans gélgera
does not use SHOPP funds to assist motorists wéttoperation of their vehicles, such as by progdin
fueling stations. As such, the Governor’s propegalild use provisional budget language to create an

Senate Committee on Budget and Fiscal Review 20



Subcommittee No. 2 March 23, 2017

entirely new category of potential SHOPP projettss approach circumvents various requirements in
state law for Caltrans to plan and identify needd ariorities in SHOPP. Specifically, state law
requires the development of a ten-year plan thaintities longer-term needs and goals, the
identification of a four-year program of specifimpects to be funded, and the review and approtal o
the program of projects by the California Transgiboh Commission (CTC). The proposed electric
vehicle charging stations are not included in therent ten-year SHOPP plan, or in the four-year
program of specific projects. Funding the instalatof these stations would therefore lead to the
deferral of other highway repair and rehabilitatpyojects to future years.

Proposal Not Coordinated with Similar EffortgCaltrans is not the only entity proposing to inviest
ZEV charging infrastructure. For example, the tHeegest investor-Owned Utilities (IOUs) in thetsta
are proposing to spend a combined $197 million akiernext several years to install ZEV charging
infrastructure for public use. It is unclear howifdhe Caltrans proposal coordinates with the$erts.

LAO Comments: The LAO has provided the following recommendations:

Ensure Consistency With Legislative PrioritiesNe recommend that the Legislature
determine whether the administration’s goal of dind) electric vehicle charging stations at
highway rest stops is consistent with its policg &mnding priorities prior to taking action on
the Governor’s proposal. In doing so, the Legiskatwill want to have better information on
the costs and benefits associated with the propmsahform its budget deliberations.
Specifically, we recommend that the Legislatureuneqy Caltrans to provide at budget
hearings a more refined estimate of the total obst proposed project and identify the
locations where the charging infrastructure willibgtalled.

Direct Caltrans to Report on Other Funding Source&fter receipt of this information, if
the Legislature decides to approve the requestillithen want to determine an appropriate
funding source. In order to assist the Legislatariglentifying potential funding sources, we
recommend that the Legislature require Caltransepmrt at budget hearings about other
funding sources it has considered and provide atatepon its efforts to identify other
potential sources of funding.
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2665 Q\LIFORNIAHIGH SPEED RAIL AUTHORITY

The California High-Speed Rail Authority's missiento plan, design, build, and operate a high-speed
train system for California. Planning is currentipderway for the entire high-speed train system,
which consists of Phase 1 (San Francisco to Loselsf¢Anaheim) and Phase 2 (extensions to
Sacramento and San Diego). The Authority has emtigr® design-build contracts and continues to
acquire real property and right-of-way accessestHer first section of the high-speed train system,
extending 119 miles from Madera to just north ok&afield.

Budget Overview: The budget provides $1.9 billion for the High-Spé&all project in 2017-18. This

is a reduction of roughly $100 million from 2016;1mostly due to reductions in expenditures for
blended system projects.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201516 201617 201718  2015-16* 2016-17* 2017-18*
1970 High-Speed Rail Authority Administration 185.8 184.4 184.4 $35624 $38,635 $39,402
1975 Program Management and Oversight Contracts - - - - 1 1
1980 Public Information and Communications Contracts - - - 169 500 500
1985 Fiscal and Other External Contracts - - - - 3,750 3,750
1950 Blended System Projects - - - - 632,000 500,000
TOTALS, POSITIONS AND EXPENDITURES (All Programs) 185.8 184.4 164.4 $35,793 $674,886 $543,653
FUNDING 201516~ 201617 201718
0890 Federal Trust Fund 5 $32,000 5-
3228 Greenhouse Gas Reduction Fund - 103 103
6043 High - Speed Passenger Train Bond Fund 35,793 642783 542 800
9331 High-Speed Rail Property Fund - - 750
TOTALS, EXPENDITURES, ALL FUNDS $35.793 $674,386 $543,653
SUMMARY OF PROJECTS
State Building Program 2015-16* 201617 2017158*

Expenditures
1995 CAPITAL OUTLAY

Projects

0000131 CA High Speed Train System Planning 94,253 198,259 85,820

Performance Criteria 94 253 198,259 85,620
0000132  Initial Operating Segment, Section 1 875.688 -277,231 -3,610

Acquisition 143,244 67,408

Design Build 732,444 -344 639 -3,810
0000727 Phase 1 Blended System 105,560 601,734 474,897

Design Build 105,560 601,734 474 897
TOTALS, EXPENDITURES, ALL PROJECTS §1,075,501 $522,762 $551,907
FUNDING 2015-16* 201617 201718~
0890 Federal Trust Fund 546,774 $104,279 $-
3228 Greenhouse Gas Reduction Fund 69,729 652,839 474,897
6043 High - Speed Passenger Train Bond Fund 958,998 -234 356 77,010
TOTALS, EXPENDITURES, ALL FUNDS $1,075,501 §522,762 $551,907
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Issues Proposed for Oversight Discussion

Issue 1: 2017 Project Update and Funding Plans

Background:

The High-Speed Rail Authority was established1®06 by SB 1420 (Kopp), Chapter 796, Statutes
of 1996, for purposes of planning and constngct high-speed train system to connect the state’s
major population centers. The project was pdytiainded following the passage of the High-Speed
Rail Passenger Bond Act (Proposition 1A) in 200Bicl allowed the state to sell $9 billion in geriera
obligation bonds for the development and constoucof the high speed rail line while imposing
certain requirements on the project, such as theinr@ment that the system operate without a subsidy
and provide specified minimum travel times alongtipalar routes. State law also requires the public
provision of a Business Plan and Funding Planshi®iproject.

High Speed Rail Business Plans Required by L&wursuant to state law, beginning in 2012 and every
two years thereafter, HSRA is required to prepam@ submit to the Legislature a business plan
outlining key elements of the high - speed padject. At minimum, the plan must include project
development information, including a descriptiortlod type of service being developed, the timing an
sequence of project phases and segments, and testioggital costs. It must also include estimates a
descriptions of the total anticipated federal,estidcal, and other funds that HSRA intendsdoeas

to construct and operate the system, forecadteanicial scenarios based on projected ridershiplse
and maintenance and operations costs. Additignalhgust identify all reasonably foreseeable rigks
the project and outline HSRA'’s strategies for mamgghose risks.

Statute requires the project to be developed irsghawith Phase | connecting San Francisco to
Anaheim. A subsequent Phase Il would extend thiesys San Diego in the south and add a separate
link to Sacramento in the north. The 2012 BusinB&sn outlined a framework for development o
Phase | at a cost of approximately $68 billionJudag an Initial Operating Segment (I0S) that wbul
connect the Central Valley with the Los AngelesiBagthin 10 years.

The 2012 plan proposed to accelerate the bendfitsgb-speed rail through a “blended approach”
which utilizes and upgrades existing rail infrasttwe wherever possible, combined with increased
early investment in the bookends. The purpose isf é¢hrly investment was to enhance regional rail
service in two major population centers while sitankously paving the way for future high-speed rail
service. At that time, the primary rationale forsauthern-oriented 10S (as opposed to a northern
connection to San Francisco) was that the denpelyulated Los Angeles Basin could provide the
high levels of ridership needed to operate slggtem without a subsidy. The intent was togete
the northern connection to San Francisco onee I®S was operational and ridership levedsila

be demonstrated. The 2014 Business Plan maidtahe project's cost estimates at $68 billion,
proposed a number of potential revenue sourcesreansed HSRA's ridership and revenue forecasts,
but did not significantly alter the constructiorapl

2016 Business Plan Made Significant Changes to 2®.2 and 2014 PlansThe 2016 Business Plan

is the first provided by HSRA since constructicss hcommenced on the ICS and the Legislature
appropriated a portion of revenues from thep €and-Trade program to the project. It provides
updated cost and schedule information informedelgdns learned through the work completed to date.
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In addition, it proposes significant changes to ¢bastruction plan and sequencing originally oetin
in the 2012 Business Plan. Key elements of the ipielnde the following:

* Change to northern orientation for I0OS now to ttdwem the central valley to San Jose (see
figure below)

* Full funding plan for northern 10S

* Updated cost and schedule estimates for Phaseliding projected savings)

» Expanded project scope in Burbank-to-Anaheim Corr{dsing projected savings)
» Concepts for full funding of the total Phase 1
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Source: Legislative Analyst’s Office

2017 Funding Plans Reflect the 2016 Business Pl@n January "8, 2017 the High Speed Rail
Authority (HSRA) submitted proposed funding plams the Department of Finance and the Joint
Legislative Budget Committee for the San Francigc&an Jose Peninsula Corridor and the Central
Valley segments of the proposed high speed rajeptoUnder the provisions of Proposition 1A, the
Director of Finance must review the plans within 6@ys and determine whether they meet the
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requirements to allow HSRA to spend PropositionfdAds on the project segments. The two funding
plans are detailed below.

San Francisco — San Jose Central Valley Segment
State Funding $741 million $4.84 billion
Federal Funding $978 million $2.97 billion
Local Funding $262 million N/A
Total $1.98 hillion $7.81 billion

A major component of the San Francisco — San Jes:$ula Corridor plan was the electrification of
this segment —totaling $1.98 billion.

The electrification of Caltrain has been one of tbp priorities for Bay Area business groups for
decades. Electrification will cut commute timesave fuel costs, improve air quality aretluce
traffic congestion in the short-term, whileoyiding a critical link between San Jose &ah
Francisco for the statewide high-speed rail systethe long-term. Among various funding sources
for the electrification project, this planeitified approximately $600 million in Propositid A
bond funds and $647 million in federal “Core Capaftinds.”

However, on February 17, the Federal Transit Adstiation (FTA) deferred the execution of the Core
Capacity grant agreement in order to be consideeetl of the development of the federal budget
proposal for the 2018 fiscal year, thus jeopardjzh®47 million in project funding identified in the
plan.

The federal government recently published a budggtosal that included significant cuts to a variet
of transportation grant programs. This puts theilab#ity of significant federal funding in doubt.
HSRA has indicated that, while the Central Vallesg®ent does not depend on any further federal
funding to complete, the San Francisco — San Jes@s$ula Corridor (and any future segments) would
need to identify new sources of funding before waokld proceed.

Current Status.From July 2006 to June 2016, California invested3$#llion in constructing high-
speed rail, of which 94 percent has gone to congsaamd people in California —investments that have
involved more than 600 companies and generatedtau $4.1 billion in economic activity, 52
percent of which occurred in disadvantaged comt@s. As of March 17, 2017, HSRA had acquired
1,075 of the 1,702 parcels required for the fimirfconstruction packages on the Initial Operating
Segment, and had 11 active construction sites adrt® miles of right of way.
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2720 Department of the California Highway Patrol

The California Highway Patrol (CHP) promotes théesaonvenient, and efficient transportation of
people and goods across the state highway systdmramides the highest level of safety and security
to the facilities and employees of the State offGatia.

Budget Overview: The budget requests $2.3 billion and 10,748.7 jpositfor 2017-18. This is an
increase of roughly $6 million and 10 positions, sty related to requests for funding related to
technology replacements and cybersecurity.

The CHP, along with the Department of Motor Velsc[®MV), is primarily funded by the Motor
Vehicle Account (MVA), which is primarily funded byehicle registration fees. The Legislature
increased the vehicle registration fee as path@f2016-17 budget to prevent the MVA from becoming
insolvent. The Department of Finance’s five-yeajgctions (2017-18 through 20222) estimate there
will be sufficient funding available in the MVA tpay for projected expenditures. However, over the
next few years, the MVA would be barely balanced &kely face a modest operational shortfall in
certain years.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201516 2016-17 201718 2015167 2016-17* 201718
2050 Traffic Management 58,2390 82823 8253 32001600 $2,010,717 32017572
2055 Regulation and Inspection 10424 10470 1,047.0 231,19 239,958 239,253
2060 Vehicle Ownership Security 2214 2224 2224 50,690 52611 52,410
9900100 Administration 11737 11810 1,181.0 144,260 202,262 202,294
9900200 Administration - Distributed - -144,260 -202,262 -202,294

TOTALS, POSITIONS AND EXPENDITURES (All Programs) 10,676.5 10,732.7 10,748.7 $2,283,309 $2,303,286  $2,309,235

FUNDING 2015-16" 201617 201718

0042 State Highway Account, State Transportation Fund $75,343 575.176 £75,195
0044 Motor Vehicle Account, State Transportation Fund 2084774 2,096,273 2,088,212
0293 Motor Carriers Safety Improvement Fund 2,394 2,100 2,100
0840 California Motorcyclist Safety Fund 1,986 3,191 3,19
0890 Federal Trust Fund 16,374 20,778 20,781
0942 Special Deposit Fund 41 2336 2,336
0974 California Peace Officer Memorial Foundation Fund 143 300 300
0995 Reimbursements 102,254 103,134 117,140
TOTALS, EXPENDITURES, ALL FUNDS $2,283,309  $2,303,286  $2,309,235
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Issue 1: Academy Phone System Replacement |

Governor's Proposal: The budget requests a one-time augmentation of 8flikon (MVA) to
upgrade the antiquated phone equipment and relatebtructure at the CHP Academy and related
facilities. It includes a request for provisionaittaority for an additional $1 million, upon the apyal

of the Department of Finance and notification o thoint Legislative budget Committee, for costs
associated with design, asbestos abatement, aedadjeonstruction.

Background: The phone systems for the CHP Academy, Fleet Opagt Telecommunications
Section (TS) North Shop, and Supply Services westalled in 1979. The existing phone system at the
Dignitary Protection Section — North command and @apitol Protection Section was installed in
1998. These systems are approaching their endepfalnd have been subject to several system failure
in recent years.

All new and upgraded phone systems purchased bydépartment now use Voice over Internet
Protocol (VolP), which allows phone traffic to berouted to other locations should a catastrophic
system failure occur, allowing communications totaaue even during a partial outage. The Academy
has been designated as an alternate command posirious government offices during emergency
situations in which a functioning phone systemrig@l.

Staff Comments: CHP has indicated that the cost estimate of $2lBomicomes from private vendors
who have provided quotes for the requested workth&smajority of the cost lies in rewiring the &dt
facilities, many of which date to the 1970s, astestxposure is a risk of the project. It is therefo
likely that CHP will use the requested provisioaathority.

CHP has indicated that they are likely to use tharfh 20” process to perform the work funded in this
request, and will therefore not require a lengtiocprement process.
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Issue 2: Cloud-Based Disaster Recovery Solution

Governor's Proposal: The budget requests two positions and $1.2 mil{ldvA) in 2017-18, and
$979,000 ongoing costs, to establish a cloud-bdsster recovery solution for the CHP data center
and related IT services.

Background: State Administrative Manual (SAM) Section 5325 riegsl that all state-owned data be
kept secure and available during a disaster. ThE’€Eurrent disaster recovery relies on an antefuat
tape backup solution to provide off-site data backlhe backup data is stored on magnetic tapes,
boxed, and shipped to an offsite storage facilitythe event of a disaster and subsequent failtire o
CHP’s data center, it could take up to three momthprocure new equipment, retrieve tapes from
offsite storage, and begin to restore critical datd applications.

CHP has indicated that the department currentlizes the equivalent of 0.25 permanent positions to
maintain the current tape-based backup system.

Staff Comments: The current tape backup system creates a signifitsinto the continuity of CHP
operations should a major disaster occur. The megp&loud-Based Disaster Recovery Solution would
help mitigate this risk and enable the departmebietter comply with SAM 5325.

However, it is worth noting that this proposal & nost-saving. It would replace the 0.25 positiand
roughly $16,000 in program resources currently tevdo the tape-based backup system with two
permanent full-time positions and $979,000 in ongaiosts.
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Issue 3: Privacy and Risk Management Office

Governor’s Proposal: The budget requests 12 permanent positions, twieliiiterm positions, and
$1.8 million (MVA) to establish a Privacy and Riskanagement Program to protect personally-
identifiable information stored in CHP systems.

Background: The CHP relies on high-speed networks and compuliengjces to easily share and
access information necessary to the completiortsofnission. State Administrative Manual (SAM)
Section 5300 requires state organizations to eskalbn Information Security program, Privacy and
Risk Management Program, and Business Disaster vi@dgco/ Business Continuity Program.
Additionally, CHP is required to comply with mulkgpregulations, including the Information Practices
Act, which requires agencies to establish apprtgraamd reasonable administrative, technical, and
physical safeguards to ensure confidentiality @ords and to protect against anticipated threats or
hazards. The department is also required to mairtfa integrity of any personally identifiable
information (PII) it collects to protect individiglgainst identity theft. Recent security assestsnen
have identified significant gaps in CHP’s cybersaguefforts as they pertain to privacy protections
and risk management, and have identified speaiéasawhere improvement is needed.

Additionally, previous staffing studies by the Dapa@ent of Finance have noted that state organizstio
comparable to CHP in terms of size, complexity, amdsion typically employ 25-30 IT staff in
information security offices separate from typid@l programs to perform compliance monitoring,
security oversight, and policy review. The CHP ently has a single position devoted to this work.

Staff Comments: CHP has broken this request into several broad oaems. This includes two
limited-term positions to initially monitor, tracknd develop projects to mitigate identified ristxghe
department’s IT infrastructure assets, as well @snpnent resources to implement required reforms
and perform broader computer and hardware manadeandrsever security functions. It is reasonable
to perform an initial risk management review towgrshat the proposed program'’s efforts are prgperl
targeted. However, it is possible that the riskeevcould identify risks not considered in this posal,

or determine that the identified risks are not esosis as believed. Such a finding could result in
significant rescoping of the proposed program’sresfin future years.
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| Issue 4: G\PITAL OUTLAY PROPOSALS |

Governor’s Proposal: The Governor's budget provides about $144 millimnf the MVA to fund site
acquisition for new CHP offices in Humboldt and @y, and to construct new offices in El Centro,
Hayward, Ventura, and San Bernardino. Specifidéiéybudget includes:

1.

Statewide Planning and Site Identification. The budget requests $800,000 (Motor
Vehicle Account — MVA) to fund site identificatiogfforts to identify suitable parcels for
the replacement of up to three additional fieldoef$ and to develop suitability studies for
those offices. The budget also requests provisilamguage to allow augmentation of up to
$2 million for the purpose of entering into purchasptions for the identified parcels,
should such an option become necessary and repoetjuirements have been met.

Keller Peak Tower Replacement. The budget requests $223,000 (MVA) for the
preliminary plans phase of a project to replace Keler Peak radio tower, which was
destroyed by inclement weather in January of 20%¥6rking drawings will be funded in
2018-19 and construction in 2019-20. Total progaxst is estimated to be $2.3 million.

Humboldt Area Office Replacement.The budget requests $2.5 million (MVA) for the
acquisition and performance criteria phase of tbenboldt Area Field Office Replacement
project. The department is proposing to relocageetkisting facility, which no longer meets
the needs of the CHP, and which is too small foomsite replacement. The department is
proposing to use a Design-Build contracting metliod the office replacement. The
department plans to fund the Design-Build contriact2018-19. Total project cost is
estimated to be $36.8 million.

Quincy Replacement Facility. The budget requests $2.1 million (MVA) for the
acquisition and performance criteria phase of tn€y Area office replacement project.

The department is proposing to relocate the exgstacility, which no longer meets the

needs of the CHP, and which is too small for arsite+eplacement. The department is
proposing to use a Design-Build contracting metliod the office replacement. The

department plans to fund the Design-Build contriact2018-19. Total project cost is

estimated to be $34.1 million.

El Centro Area Office Replacement.The budget requests $30.4 million (MVA) for the
Design-Build phase of the El Centro Area Office Repment project. The department is
proposing to relocate the existing facility, whiot longer meets the needs of the CHP, and
which is too small for an on-site replacement. @apartment is proposing to use a Design-
Build contracting method for the office replacemeértie department received $4.3 million
in 2016-17 for the acquisition and performanceecidt phase of the project. Total project
cost is estimated to be $34.7 million.

Hayward Area Office Replacement.The budget requests $38.1 million (MVA) for the
Design-Build phase of the Hayward Area Office Reptaent project. The department is
proposing to relocate the existing facility, whieh longer meets the needs of the CHP, and
which is too small for an on-site replacement. @epartment is proposing to use a Design-
Build contracting method for the office replacemeértie department received $15 million
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in 2016-17 for the acquisition and performanceecidt phase of the project. Total project
cost is estimated to be $53.1 million.

7. Ventura Area Office Replacement.The budget requests $37.1 million (MVA) for the
Design-Build phase of the Ventura Area Office Reptaent project. The department is
proposing to relocate the existing facility, whieh longer meets the needs of the CHP, and
which is too small for an on-site replacement. @epartment is proposing to use a Design-
Build contracting method for the office replacemértie department received $7.3 million
in 2016-17 for the acquisition and performanceeciat phase of the project. Total project
cost is estimated to be $44.4 million.

8. San Bernardino Area Office ReplacementThe budget requests $33.2 million (MVA) for
the Design-Build phase of the San Bernardino ArdAc® Replacement project. The
department is proposing to relocate the existidif, which no longer meets the needs of
the CHP, and which is too small for an on-site aepient. The department is proposing to
use a Design-Build contracting method for the effieplacement. The department received
$5.4 million in 2016-17 for the acquisition and feemance criteria phase of the project.
Total project cost is estimated to be $38.5 million

9. Santa Ana Area Office ReplacementThe budget requests provisional language to allow
CHP, in cooperation with the Department of Finamecel the Department of General
Services, to enter into a build-to-suit lease /chase or lease with option to purchase
agreement for a new Santa Ana Area Office. Theeatrfacility no longer meets the
department’s needs and is too small for an onrggiacement.

Background: The Administration’s recent Five-Year InfrastruguPlan—which proposes state
spending on infrastructure projects in all areastafe government through 2622—includes ongoing
projections of the CHP’s area office replacemerdse Specifically the plan proposes a total of $497
million over the next five years. The Administratiplans to spend $264.3 million for the study,
acquisition, performance criteria, and design-byloases and lease costs at specified locations.
Another $233 million is projected to be spent otitpebe-identified office replacement projects. @nd
the plan, $144.2 million is proposed in 201%8, dropping by $69.7 million (about 48 percent) in
2018 19 to $74.5 million. Thereafter, funding remainktigely steady, ranging between $80 million
and $102 million annually.

Plan to Replace CHP Offices Initiated in 201314. The CHP operates 103 area offices across the
state, which usually include a main office buildifoy CHP staff, CHP vehicle parking and service
areas, and a dispatch center. Beginning in 2043the Administration initiated a plan to replacéew
CHP field offices each year for the next severahrye The Legislature has approved funding in
accordance with this plan each year since 2043 Specifically, the 20134 budget included $1.5
million for advanced planning and site selectionréplace up to five unspecified CHP area offices.
Based on the results of this advanced planning2@ig-15 budget provided (1) $32.4 million to fund
the acquisition and preliminary plans for five n€#P area offices in Crescent City, Quincy, San
Diego, Santa Barbara, and Truckee; and (2) $1.Fomifor advanced planning and site selection to
replace up to five additional unspecified CHP asHfwes. The 201516 budget provided $136 million
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to fund the design and construction of the are&cedfin Crescent City, Quincy, San Diego, Santa
Barbara, and Truckee, as well as $1 million foraadhed planning and site selection to replace five
additional unspecified area offices. The 2016 budget provided about $30 million for the acijiois

and preliminary plans for the area offices in Eh€e, Hayward, San Bernardino, and Ventura and
$800,000 for advanced planning and site selection.

Vehicle Registration Fee Increase Intended to Statd MVA. As part of the Governor's 20167
budget proposal, the Administration estimated a M$Mortfall of about $310 million in 20167
(assuming no new revenue or expenditures), wite #mount increasing in future years. If left
unaddressed, the ongoing shortfalls would resulthen MVA becoming insolvent in 201Z8. In
response, the 20167 budget package includes trailer legislation ifigreasing the base vehicle
registration fee by $10 (from $46 to $56) beginnigril 1, 2017 and (2) indexing the fee to
automatically increase with inflation.

Staff Comments: CHP owns and operates a large stock of aging infretsire, including radio towers,
field offices, and office complexes. While the nec®IVA fee increase is likely to prevent the fund
from becoming insolvent in the near future, it ilsely to remain narrowly balanced over the next
several years. However, the Administration hascaidid that the MVA has an adequate fund balance to
fully fund the planned capital outlay projects atthbh CHP and DMV without causing the fund to
become insolvent through 2021-22.
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2740 Department of Motor Vehicles

The Department of Motor Vehicles (DMV) promotesveéri safety by licensing drivers and protects
consumers by issuing vehicle titles and regulatelgicle sales.

Budget Overview: The budget requests $1.03 billion and 8,268 posstitor 2017-18. This is a
decrease of roughly $20 million and 130 positions.

The DMV, along with the Department of the Calif@ailighway Patrol (CHP), is primarily funded by
the Motor Vehicle Account (MVA), which is primarilyjunded by vehicle registration fees. The
Legislature increased the vehicle registration deegpart of the 2016-17 budget to prevent the MVA
from becoming insolvent. The Department of Finasda/e-year projections (2017-18 through 2021
22) estimate there will be sufficient funding awaale in the MVA to pay for projected expenditures.
However, over the next few years, the MVA would lrely balanced and likely face a modest
operational shortfall in certain years.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201516 201617 201718  2015-167 201617 2017-18*
2130 Vehicle/Vessel Identification and Compliance 38971 38795 38734 §592 327 §564 627 $561,649
2135 Driver Licensing and Personal Identification 27571 22996 21710 334,194 303,907 287,840
2140 Driver Safety 11491 11777 11827 133,987 127,684 127,771
2145 Occupational Licensing and Investigative Services 4379 448.8 448.8 57,094 54,869 54,867
2150 MNew Motor Vehicle Board 9.5 13.0 13.0 1,412 1,627 1,626
9900100 Administration 560.4 5743 5743 95,984 102,514 102,090
9900200 Administration - Distributed - - - -95 984 -102,514 -102,090

TOTALS, POSITIONS AND EXPENDITURES (All Programs)  §,811.1  8,3929 8,268.2 51,119,014 $1,052,714  $1,033,773

FUNDING 2015167 201617 201718~

0001 General Fund 5- $3,885 -
0042 State Highway Account, State Transportation Fund 11,064 11,522 6,565
0044 Motor Vehicle Account, State Transportation Fund 1,069,755 1,002,096 986,485
0054 New Motor Vehicle Board Account 1,412 1,627 1,626
0064 Motor Vehicle License Fee Account, Transportation Tax Fund 14,785 13.723 16,421
0516 Harbors and Watercraft Revolving Fund 5,168 2,434 5317
0890 Federal Trust Fund 954 2,875 2,610
0995 Reimbursements 15,876 14,549 14,545
TOTALS, EXPENDITURES, ALL FUNDS $1,119,014 81,052,714  $1,033,773
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Issue 1: Driver License Eligibility (AB60)

Introduction: The budget requests $8.6 million (MVA) and 91 pemerd positions to continue to
implement the requirements of AB 60 (Alejo), Chafi24, Statutes of 2013.

Background: Assembly Bill 60 requires that DMV accept drivezeinse applications from California
residents who are unable to submit satisfactorpfpod legal presence in the US (such as a social
security number), provided they meet all other @mggibn requirements and provide proof of identify
and residency. Assembly Bill 60 licenses look thame as other California driver licenses, excepafor
notation on the upper right portion of the licernSalifornia residents with an AB 60 license can tnse
license to operate a vehicle on California roadwaryd as identification for state or local purposes.
Assembly Bill 60 licenses are not a valid form démtification for federal purposes, such as tofyeri
identity in order to board a commercial air flight.

In order for DMV to implement AB 60, the Legislaguhas provided temporary funding and positions
since 2014 15 to the department. In the current year, theseurees consist of $14.8 million and 258

positions, which are set to expire on July 1, 2(8ince the implementation of AB 60 on January 1,
2015, and through January 31, 2017, DMV has is836&:000 AB 60 licenses. Due to pent up demand,
the majority of AB 60 licenses, about 605,000, wisseled in the first year alone.

LAO Comments: The LAO has reviewed this proposal and provideddhewing analysis:

Proposal Assumes Future Workload Will Be Lower Thaburrent Level. The level of
resources proposed in the Governor’'s budget asstime2,000 people will visit DMV each
week on an ongoing basis to apply for an AB 60nisee However, over the last few months,
the average number of weekly visits to DMV from Mmber 2016 through early February
2017 for AB 60 licenses was 2,700, or about 35guerbigher than the level assumed in the
Governor's budget. Thus, the proposal assumeswbétload associated with AB 60 will
decline in the spring and level off at a rate @0B, visits each week beginning in 201Z8.

Impact of Federal Immigration Policy Changes on AB) Workload Remains Uncertairin

the coming months and years, it is uncertain hovemqi@l changes in federal immigration

policies could change the size of the populatioalifornia residents who qualify for an AB

60 license. For example, an increase in federaligration enforcement could result in fewer
individuals being eligible than otherwise. On thteey hand, it is possible that the population
eligible for AB 60 licenses could increase, suchiathe extent immigrants from other states
relocate to California. It is also unclear whetliederal immigration policy changes would

result in more or fewer eligible California residerapplying for an AB 60 license. For

example, some eligible residents may be uncomfilertadentifying themselves to a

government agency, while others may be more metivéd apply for an AB 60 license in

order to ensure that they are complying with tla¢es$ driving laws.

Withhold Action Pending Updated Workload Numbers isiSpring. Due to uncertainty about
the number of AB 60 applicants, as well as the @uweés assumption that the number of
applicants will decline over the next several manthe Legislature will want to have updated
information before making a decision on the levietesources to provide for DMV’s future
AB 60 workload. Accordingly, we recommend that treygislature direct DMV to report at
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budget hearings this spring with updated infornmatom the actual AB 60 workload levels
experienced by DMV. This information will help thegislature assess whether the level of
resources included in the Governor's proposal ipr@miate or requires modification.
Accordingly, we recommend the Legislature withh@ldtion on the Governor’'s proposal
pending the updated workload information.

Ensure Ongoing Reporting Has Sufficient Informatiomn Workload. Given the potential
uncertainty with AB 60 workload, we recommend ttied Legislature require DMV to report
annually, beginning March 1, 2018, on the numbdredd office visits for AB 60 licenses and
the number of licenses issued each year. Thisnrdton will ensure that the Legislature
receives detailed information on AB 60 workload aatcomes in future years.

Staff Comments: Staff generally concurs with the LAO analysis. TB&V proposal estimates
roughly 2,000 applications per week; however, DM&tadindicates that the department currently
receives roughly 2,700 applications per week. DM indicated that they have sufficient capacity to
absorb workload related to any applications over égtimated 2,000. However, given the unknown
direction and impact of federal immigration actiptigere is significant uncertainty about the accyra
of DMV'’s long-term estimate of 2,000 applicatiorer pveek.
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Issue 2: Ignition Interlock Device Program (SB 1046 |

Introduction: The budget requests five limited-term positiond 730,000 (MVA) in one-time funds
for 2017-18, seven positions and $671,000 (MVA)20i8-19, and 26 positions and $1.9 million
(MVA) in 2019-20.

Background: SB 1046 (Hill), Chapter 783, Statutes 2016 extends the previously-authorized IID
pilot and requires, from January 1, 2019, to Januar2026, repeat DUI offenders, and first time
offenders under judicial discretion, to install igpn Interlock Devices (IIDs) in their vehiclesrfsix to

48 months. Specifically, it extends, until July2D18, the existing four-county pilot project redug a
person convicted of a DUI to install an 11D, anduees, beginning July 1, 2018, every DUI or aldeho
related reckless driving offender to install an ftid a specified period of time, depending on thaure

of a violation, in every motor vehicle they own aperate as a condition of having his or her drever’
license reinstated. The bill authorizes DMV to eotl an administrative fee to cover its reasonable
costs. Under the existing four-county pilot, th@alement charges a $45 fee.

Staff Comments: During the consideration of SB 1046, the DMV estiedlaprogram costs based on
data from the2015 Annual Suspension and Revocation Report, which identified over 117,000 DUI
suspensions/revocations and approximately 126,998 Auspensions imposed by DMV during that
calendar year, that are broadly in line with thiSRB

DMV has indicated that the department plans to colve entirety of I1ID program costs through the
administrative fee authorized by SB 1046. Howewetting and implementing the fee requires the
department to go through the relevant regulatotgmmaking process at the Office of Administrative
Law. The DMV has indicated that they plan to conpléis process in time for the January 1, 2019
implementation date required by SB 1046, at whigim{ppMVA funding will no longer be necessary.
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Issue 3: Automobile Dismantling Task Force (AB 1858

Introduction: The budget requests $294,000 (MVA) in 2017-1823200 (MVA) in 2018-19, and
$147,000 (MVA) in 2019-20, to implement the reqoients of AB 1858 (Santiago), Chapter 449,
Statutes of 2016, which establishes an interagdasi¢ force to investigate the occurrences of
unlicensed and unregulated vehicle dismantling/aiets.

Background: AB 1858 requires DMV to collaborate with the BoafdEqualization (BOA), CalEPA,
the Department of Toxic Substance Control (DTS®@g State Water Resources Control Board
(SWRCB), CalRecycle, and the California Air Resasr@Board (CARB) until January 1, 2020, to
review and coordinate enforcement and compliandigcrelated to unlicensed, unregulated, and
underground automobile dismantling activities. lkoarequires that DMV and its partner agencies
submit a report to the Legislature on unlicensed amregulated vehicle dismantling activities on or
before January 1, 2019.

Staff Comments: During the consideration of AB 1868, the DMV proettcosts estimates that are
broadly in line with this BCP. Additionally, the pl@rtment estimates that the current Investigationis
has the capacity to absorb the work required by bili by utilizing overtime and blanket funding
authority.
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|ssue4: CAPITAL OUTLAY PROPOSALS

Governor's Proposal: The Governor’s budget provides about $26 milliamnfrthe MVA to initiate or
continue several DMV field office replacement aedavation projects as well as the construction of
perimeter fencing at nine existing DMV field off&eSpecifically the budget includes:

1.

Perimeter Security FencesThe budget requests $3.95 million (MVA) for the idesand
construction of perimeter fences at nine DMV-owrfadilities across the state. These
facilities have had frequent issues with unautleatiafter-hours access to DMV facilities,
which have at times threatened the health and ysafetDMV employees. DMV has
identified 18 total structures with such issuesd g@hans to build perimeter fencing, at
comparable cost, for the nine facilities not codelog this request in 2018-19. This request
also includes Budget Bill Language to extend theuerbrance period for these funds to
June 30, 2019, in the event that projects requioeenthan a year to complete design as
required by the Department of General Services.

San Diego (Normal Street) DMV Field Office Replacemnt. The budget requests $1.5
million (MVA) to continue the previously-approveddD6-17 Capital Outlay BCP to
execute an on-site replacement of the San DiegonBloBtreet Field Office. The planning
phase was approved and funded in 2016-17, withcéimstruction phase to be funded in
2018-19. Total project cost is estimated to be iBHRon.

Inglewood Construction Phase.The budget requests $15.1 million (MVA) to funceth

construction phase of the Inglewood Field OfficgoReement project. The planning phase
was approved and funded in 2015-16 and the worlagvings phase in 2016-17. Total
project cost is estimated to be $17.2 million.

Oxnard Field Office Renovation. The budget requests $418,000 (MVA) to fund the
preliminary plan phase for a reconfiguration / neat@n project at the department’s Oxnard
Field Office. The department has indicated thas thiork is required to address several
infrastructure and code deficiencies. The departméh request a further $394,000 in
2018-19 for working drawings and $5 million in 2620 for construction. Total project
cost is estimated to be $5.8 million. Because togept will involve a lengthy closure of the
Oxnard Field Office, the department will submituduire request for funding for temporary
space in 2018-19.

Statewide Planning and Site Identification.The budget requests $750,000 (MVA) for

statewide planning and site selection activitieglemtify suitable parcels for replacing two

field offices, and to fund planning studies for ttveo replacement projects and three
reconfiguration / renovation projects. It also ud#s a request for provisional language to
allow an augmentation of up to $1 million for pussk options on the identified parcels,
should such an option be necessary.

Reedley DMV Field Office ReplacementThe budget requests $2.2 million (MVA) to
fund the acquisition phase of the previously-apptbReedley Field Office Replacement
Project. Following acquisition of the required pdrahe preliminary plan phase will be
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funded in 2018-19, working drawings in 2019-20, awhstruction in 2020-21. Total
project cost is estimated to be $18.4 million.

Background: The Administration’s recent Five-Year InfrastrugtuPlan—which proposes state
spending on infrastructure projects in all areastafe government through 2021-22—includes ongoing
projections of DMV'’s office replacement needs. Sfeally the plan proposes a total of $657 million
over the next five years.

As part of the Governor’'s 20167 budget proposal, the administration estimatdVa shortfall of
about $310 million in 2016L7 (assuming no new revenue or expenditures), thvishamount increasing
in future years. If left unaddressed, the ongoimgrfalls would result in the MVA becoming insolten
in 201718. In response, the 20167 budget package includes trailer legislationirftjeasing the base
vehicle registration fee by $10 (from $46 to $56yimning April 1, 2017, and (2) indexing the fee to
automatically increase with inflation.

Staff Comments: DMV owns and operates a large stock of aging fadfeces and workspaces. While
the recent MVA fee increase is likely to preverd fnd from becoming insolvent in the near fututre,
is likely to remain narrowly balanced over the negveral years. However, the Administration has
indicated that the MVA has an adequate fund balaméelly fund the planned capital outlay projeats
both CHP and DMV without causing the fund to beconselvent through 2021-22.
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