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Vote-Only Calendar

0555 Environmental Protection Agency (CalEPA)

Issue 1 — Water-Energy Nexus Registry (SB 1425)

Governor’s Proposal. An April 1° Finance Letter proposes $500,000, annually, faettyears from
the Cost of Implementation Account for the creatidra water-energy nexus registry pursuant to SB
1425 (Pavley), Chapter 596, Statutes of 2016. Tdgstry would record and register voluntary
information on greenhouse gas (GHG) emission réslugtesulting from water systems.

Background. SB 1425 requires CalEPA to oversee the developuaieatwater-energy nexus registry
in support of GHG reduction efforts. Current resesr are insufficient for CalEPA to develop the
registry and complete the public stakeholder re\peocess, as required by statute.

Issue 2 — Rural County Certified Unified Program Agency Support

Governor's Proposal. An April 1% Finance Letter proposes $1.1 million, one-timeprfrthe Rural
Certified Unified Program Agencies (CUPA) Reimbumsmt Account to expand the rural county
Certified Unified Program Agency support programnifr the existing 13 Certified Unified Program
Agencies to 24. This proposal also requests ta $885,000 in CUPA Account from state operations
to local assistance.

Background. Certified Unified Program Agencies are local agesthat are certified by CalEPA and
are responsible for implementing and regulatingUWinégied Program, which is a consolidation of six
state environmental programs into one program.sbherograms are:

. Aboveground Petroleum Storage Act Program

. California Accidental Release Prevention Program

. Hazardous Materials Business Plan Program

. Hazardous Materials Management and Inventory Progra

. Hazardous Waste and Hazardous Waste Treatmentagrogr
. Underground Storage Tank Program

Over the past 12 years, each of the 24 rural coGhltl?A programs has been evaluated four times by
CalEPA to determine if the programs are being adedy implemented. Overall, those rural county
CUPAs not receiving financial assistance througle tleimbursement account have had an
unsatisfactory evaluation rate of 34 percent. Taey failing to adequately implement the program,
endangering human health and safety and the emweon The rural county CUPAs that receive
financial assistance from the reimbursement accbam¢ had an unsatisfactory evaluation rate of just
four percent over this same timeframe. This isearcindication over an extended period of time ¢at
modest level of financial support to rural countyRAs can create a far more compliant program.
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3900 Air Resources Board (ARB)

Issue 1 — Carl Moyer Program Fund Alignment

Governor’s Proposal. The Governor’'s budget proposes to shift of $318,@@8in the Air Pollution
Control Fund (APCF) from local assistance to staperations for two positions to continue
implementation of the Carl Moyer Memorial Air QugliStandards Attainment program in light of
commitments outlined in California’s State Impleta¢éion Plan Mobile Source Strategy, Sustainable
Freight Action Plan, and Climate Change ScopingPla

Background. Initiated in 1998, the Carl Moyer Program is angrarogram that funds the incremental
cost of cleaner engines and equipment used iniatyasf applications. The legislative authorization
for the Moyer Program is $69 million annually, fwadby smog abatement fees and the California tire
fees that are deposited in the APCF. SB 513 (Bé&dpter 610, Statutes of 2015, allows for the
percentage of Carl Moyer Program funds that casdamt on administrative and outreach costs to be
increased. Funding for the requested staff, one Palution Specialist and one Air Resources
Engineer, will be funded from the newly allowednea&se in the administrative allowance, requiring no
additional appropriation of funds.

Issue 2 — Environmental Justice Unit

Governor’s Proposal. The Governor's budget proposes $857,000 (includia0,000 in contract

funds) from various special funds and four posgiéor environmental justice efforts. These posgion
will support and expand the board's effort to m$ibnalize environmental justice consideration® in

its program planning, development, and implemenmadiecisions.

Background. These resources are needed to implement thedtgeslintent of AB 1288 (Atkins),
Chapter 586, Statutes of 2015, and in responseddbfck received from extensive outreach to the
environmental justice community; formal recommeratet from the Environmental Justice Advisory
Committee established pursuant to AB 32 to prowddecific recommendations to the board on the
Greenhouse Gas Target Scoping Plan; and publict iapypublic hearings including a series of
legislative inquiries, workshops, and meetings lo@ heed to institutionalize environmental justice
considerations into all aspects of climate changd air quality control/public health protection
programs.

Issue 3 — Greenhouse Gas Scoping Plan Updates (A®/1L |

Governor's Proposal. The Governor’s budget proposes $1.5 million (ingigd$750,000 in contract
funding in 2017-18 and $375,000 annually thereafted $100,000 in one-time construction costs)
and four positions to meet the statutory requiremeet forth in AB 197 (Eduardo Garcia), Chapter
250, Statutes of 2016. Of the $1.5 million, $1.4llion will be funded from the Cost of
Implementation Account, and $100,000 will be fundiedn distributed administration.

Background. AB 197 requirements include considering the soaabts of the emissions of
greenhouse gas (GHG) in developing emission realuatieasures and integrating the tracking of
GHG, criteria pollutant, and air toxic contaminamissions. These tasks will support the inclusibn o
improved ranges of GHG and air pollutant reductoojections in future Scoping Plan updates, and
the prioritization of GHG reduction measures thatao direct emission reductions.
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AB 197 also requires ARB to make available on isbgite and annually update, the emissions of
GHG, criteria pollutants, and toxic air contamirsaoier time for each facility that reports to ARB
under the Mandatory Reporting Regulation. Theseipians will increase the data transparency of
ARB's programs.

Issue 4 — Revised Fund Source for the Near-Zero Gle Truck and Bus Program and the
Advanced Clean Car Program

Governor's Proposal. The Governor's budget proposes $1.3 million (inoigd$488,000 from the
Motor Vehicle Account and $798,000 from the Costimplementation Account) for the Near-Zero
Clean Truck and Bus and Advanced Clean Car programs

Background. In 2016-17, these activities were approved onranpeent basis with the first year of
funding from the Air Pollution Control Fund, and BRvas directed to identify alternate fund sources
for these permanent programs in future years. pluposal identifies the Motor Vehicle Account and
Cost of Implementation Account as appropriate omgdind sources for these permanent programs.

The Near-Zero Clean Truck and Bus Program is irgdntb help achieve the Governor's GHG
reduction goals and to help meet emission reductemuirements, especially NOx, in the State
Implementation Plans. The Advanced Clean Car Pnoagsaneeded to achieve the required GHG as
well as criteria pollutant emissions reductiongrirpassenger cars and light-duty vehicles to meet th
AB 32 GHG emission reduction requirements and theaiC Air Act ozone requirements. In order to
support and successfully complete the program tbgscabove, a permanent fund source is needed.

Issue 5 — Short-Lived Climate Pollutants (SB 1383)

Governor’s Proposal. The Governor’'s budget proposes $826,000 from thst 6bImplementation
Account and five positions to investigate, reseamévelop, enforce, and implement a strategy
consisting of several measures that will reducessioms of short-lived climate pollutants in thetesta
to levels set forth in SB 1383 (Lara), Chapter 3®atutes of 2016.

Background. Measured against a 2013 baseline, SB 1383 calla iy percent reduction in methane
emissions; a 40 percent reduction in hydrofluorbcar emissions; and a 50 percent reduction in
emissions of black carbon; by 2030. In developirepsures to achieve the emissions-reduction goals
ARB is required to follow specific procedures, reapecified sets of findings, provide guidancehi® t
regulated community, create supporting funding rme@ms, assist in the development of pilot
projects, avoid impacts to disadvantaged commuitgrovide updates to the public and the
legislature, and assist other agencies in the dpuatnt of related programs.

Issue 6 — Continued Implementation and Program Ovesight for Proposition 1B |

Governor’s Proposal.An April 1% Finance Letter proposes: 1) to revert the remginimencumbered
balance of $20 million of Proposition 1B: Goods Mawent Emission Reduction Program funds; 2) a
new appropriation of $826,000 for a total apprapia of $1.2 million to support program
administration costs; and 3) a new $1.2 millioralagssistance one-time appropriation to spend funds
that have reverted.
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Background. Proposition 1B, passed by voters in 2006, providiedost $20 billion in funding for
California’'s transportation infrastructure, witheov$2 billion dedicated to the improvement of the
state's freight network and $1 billion for this gram to be administered by ARB to fund cleaner
freight vehicles and equipment. The program boncdigsare leveraging substantial match funding
from private, local, and federal sources - morentlkme match dollar for every program dollar
invested.

Of the $1 bilion ARB was authorized to spend und&oposition 1B, $20 million remains
unencumbered for administrative costs, as wellhgsr@sidual allocations that will be released biack
the Proposition IB fund. ARB requests to revert temaining unencumbered balance and provide a
new appropriation of $826,000 annually for staterafions for administrative costs associated with
Proposition 1B activities.

The Budget Act of 2008 authorized approximately@Gg&#llion in funding to carry out projects funded
by Proposition 1B. Initial challenges with implentieg projects resulted in a balance of $1.2 million
in funds that were not disbursed and ultimatelyerad to the fund balance. Therefore, ARB is also
requesting a new appropriation of the $1.2 millionlocal assistance projects.

3930 Department of Pesticide Regulation (DPR)

Issue 1 — Federal Trust Fund Authority Increase

Governor’s Proposal. The Governor's budget proposes $350,000 in fefiendl authority to bring the
authority in line with the federal grants the depent receives.

Background. DPR receives grant funding from the US Departmérifand and Agriculture and the
US Environmental Protection Agency to regulate ipeis and to supplement state projects. Federal
grants available to DPR over the last three yearge hexceeded DPR'’s trust fund authority by
$250,000 to $350,000. This request will help redineenumber of budget revision requests DPR will
have to process in future fiscal years, and biregdepartment's federal fund authority in line viita
federal grant awards the department receives.

3960 Department of Toxic Substances Control

Issue 1 — STF- Stringfellow Pretreatment Plant Site |

Governor’s Proposal. An April 1% Finance Letter proposes a one year extensioneofidgidation
period for the construction of the Stringfellow fPeatment Plant site.

Background. Construction of the facility is complete. Due teetfacility's complex control system
programming, however, programming and commissiorsrigking longer than anticipated. This might
delay payments to parties involved in the projddtis reappropriation will extend the liquidation
period for one year, and thus will prevent existihqnds from reverting and ensure that all
commitments and obligations will be funded.
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3970 Department of Resources Recycling and Recovd@alRecycle)

Issue 1 — Single-Use Carryout Bags

Governor's Proposal. The Governor's budget proposes $298,000 from titeglated Waste
Management Account in 2017-18, $292,000 in 2018d8] $197,000 in 2019-20, to implement
Senate Bill 270 (Padilla), Chapter 850, Statute®0df4.

Background. This request was originally included in the 20Xb-Governor's budget, but was
suspended pending the referendum on SB 270. OnrmMoee8, 2016, California voters approved
Proposition 67, the statewide Single-Use Carryag Ban.

Workload associated with implementing SB 270 inekiegmergency regulations to clarify the reusable
bag certification and associated fee collectiorcess, establishing and maintaining a system touwece
proofs of certification and test results for reusaings, developing and maintaining a webpage $e po
the certifications, developing a fee schedule, @pibrting to the Legislatur&he fees, which will be
established, collected, and deposited by CalRecwalieprovide long-term funding.

Issue 2 — Solid Waste Enforcement Implementation @hEvaluation Program

Governor's Proposal. The Governor's budget proposes $130,000 from titeglated Waste
Management Account and one permanent Senior Emaeatal Scientist position to meet the
increased oversight of the waste industry and ke facility compliance issues.

Background. AB 341 (Chesbro), Chapter 476, Statutes of 20ad,AB 901 (Gordon), Chapter 746,
Statutes of 2015, expanded the reporting requiresnand increased evaluation, inspection, and
enforcement efforts for waste diversion activities.

CalRecycle currently has eight environmental sa@gninspecting 555 solid waste facilities stateawvid
CalRecycle also conducts inspections to deterniitieei Local Enforcement Agencies are conducting
inspections consistent with state requirementsenjarisdictions for which they are responsibles(éh
are approximately 1,000 waste diversion facilitesil).

Issue 3 — Tire Enforcement Agency Program Evaluatio |

Governor’s Proposal. The Governor's budget proposes to shift experaliwthority of $168,000
from local assistance to state operations in thre Riecycling Management Fund and requests two
Environmental Scientist positions.

Background. CalRecycle is responsible for the inspection o08Q waste tire-handling businesses.
CalRecycle works with Waste Tire Enforcement (TE®antees to perform the majority of the 31,000
inspections. Nine TEA grantees (out of 45) recewibthhdrew from the program.

The requested resources will be used to implememva program that will evaluate TEA grantee
performance, and to perform inspections of 2,500eed waste tire facilities that are no longer
addressed by TEA grantees.
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Issue 4 — Reimbursement Authority Request - Ibank

Governor's Proposal. The Governor's budget proposes $104,000 in reiseioent authority in the
Integrated Waste Management Account to providerin&tion technology (IT) support services to the
California Infrastructure and Economic Developmigabk (IBank).

Background. CalRecycle performed IT services for the IBankill2@214, when the IBank moved out
of the CalEPA building. In April 2015, with the cmurrence of the Governor’s office, IBank requested
that CalRecycle resume IT services and both padigsred into an interagency agreement. The
requested authority would allow CalRecycle to ammi providing these services.

Issue 5 — Audio and Video Support

Governor’s Proposal. The Governor's budget proposes $227,000 in reiseibuent authority from the
Integrated Waste Management Account and two pemigsitions to deliver audio-visual services
for CalEPA’s boards, departments, and offices withie California EPA headquarters.

Background. CalRecycle took over the function of providing auglisual services to all of CalEPA in
2014 using state staff with the intent of beingnieiirsed based on the $250,000 paid annually for the
previously contracted audio and video servicesmaathtenance. These positions were established on a
temporary basis. This proposal reflects will alldiaese positions to provide the services on a
permanent basis.

Issue 6 — Establishing Permanent Positions for th&/aste and Used Tire Manifest System
Program

Governor’'s Proposal. The Governor's budget proposes to convert sevempdery positions to
permanent positions for the Tire Hauler Registrajiwocess and the Uniform Waste and Used Tire
Manifest System.

Background. CalRecycle oversees the storage and transportafionaste and used tires within
California. Workload includes tracking the genearatitransport and disposal of waste and used tires,
auditing the manifest system, registering waste ased tire haulers, and assuring haulers have a
surety bond.The current temporary help positions do not proddeure resources for this essential,
full-time and ongoing work.

Issue 7 — Used Oil Certified Collection Center Unit Additional Staff for Claim Processing and
Fraud Prevention

Governor's Proposal. The Governor's budget requests $77,000 from thkfothia Used Oil
Recycling Fund and one position to implement neaudrprevention procedures for used oil incentive
claims, and identify and include additional ensiteibject to but not currently paying the oil fee.

Background. CalRecycle administers the California Oil Recygliknhancement Act, which is

designed to discourage the illegal disposal of usiédThe law requires oil manufacturers to pay
CalRecycle $0.24 per gallon of lubricating oil said California. When oil is recycled, registered
industrial generators, curbside collection prograarsd certified collection centers are eligible to
receive an incentive payment from CalRecycle, idiclg $0.16 per gallon used of oil generated on-
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site, and $0.40 per gallon of used oil collectemhfrdo-it-yourselfers. Findings in a Department of
Finance audit in 2014 led CalRecycle to implemaelditeonal fraud prevention procedures to prevent
ineligible payments.

Issue 8 — Special Environmental Project - Compostdd Plastics Research

Governor’s Proposal. An April 1% Finance Letter proposes $50,000, one-time, froenltiiegrated
Waste Management Account to expend recentharded settlement fees between Napa County
(and others) against Walmart Stores and Jet.com.

Background. In a settlement agreement filed on January 317 2@lthe Napa County Superior Court,
Walmart Stores, Inc., a Delaware Corporation; WalH\tom, USA, LLC, a California Limited
Liability Company; and Jet.com, a Delaware Corporatagreed to pay the State of California more
than $900,000 to resolve allegations related taampexly offering plastic products for sale labebed
"biodegradable,” "compostable,” and otherwise nm@gkimsleading environmental marketing claims
prohibited by law. As part of the judgment, defemgawere ordered to pay $50,000 toward
compostable plastics research and policy developmiEme Wal-Mart and Jet.com settlement
stipulates funds shall be provided to CalRecyfor use in compostable plastics researtie T
requested authority will allow CalRecycle tonduct compostable plastics research and ypolic
development consistent with the terms of the sutid.

Issue 9 — Organic Wastes

Governor's Proposal. The Governor's budget proposes $650,000 from th& Gf Implementation
Account, Air Pollution Control Fund, and $508,000rm the Integrated Waste Management Account
and six positions to implement SB 1383 (Lara), Gaap95, Statutes of 2016.

Background. Organic wastes do not contain methane. Howevethes decompose in an anaerobic
environment (landfills are buried), methane is picEl. Organic materials make up one-third of the
waste stream. Recycling organic waste through cetimmp and other organics processing
technologies, including anaerobic digestion, redusteh emissions. While most modern landfills have
systems in place to capture methane, significamusumis continue to escape into the atmosphere.
According to ARB's Greenhouse Gas inventory, negu28 million metric tons of CO2 equivalent are
released annually by landfills in California.

In 2016, the Legislature passed Senate Bill 1383chvdirected CalRecycle to reduce the state’s
annual organic waste disposal by at least 50 pedogr2020 and 75 percent by 2025. This new
requirement requires CalRecycle to develop reguiatiand perform oversight directed at reducing
organic waste in landfills.

In addition to funding for these duties, CalRecyodgjuests a one-time expenditure authority of
$508,000 to conduct a waste characterization stGdjRecycle asserts that a waste characterization
study would enable them to comply with waste seet@luation requirements, by providing them with
updated and scientifically informed information the areas of waste disposal and recycling.
CalRecycle has historically hired a professiondidseaste sorting firm to conduct these studies du
to the very specific expertise needed for efficeemtl accurate data collection.
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Issue 10 — TBL — State Agencies to Retain Recycliftgvenue

Governor’s Proposal. The Governor's budget proposes trailer bill lamggue allow state agencies to
contract for recycling services and retain revermoeived.

Background. AB 4 (Eastin), Chapter 1094, Statutes of 1989atex@ the state’s in-house recycling
program. Known as Project Recycle, the law wasgthesi to reduce agency-generated solid waste and
recoup value from discards when possible.

At the time of passage, recycling services werewidespread and few agencies had experience in
setting up recycling programs. Project Recycle wmaseffort in bringing these services to state
agencies by tasking CalRecycle (the Integrated $Mdsinagement Board at the time) with negotiating
and managing commodity recycling contracts for agen

In the following 27 years, private and public reayg services have become abundant and state
agencies now have access to and awareness of, 3bpsees. Today all agencies have recycling
coordinators who manage recycling programs andracist The number of recycling contracts

managed by CalRecycle has been reduced to three.

Despite having agency recycling coordinators, @ btill requires state agencies to first receive
approval from CalRecycle prior to establishing oteging into an agreement for recycling services.

Further, the revenue generated from the recyclmogrnams that exceed $2,000 annually is remitted to
CalRecycle. Agencies may request approval from €zyBle to retain up to $2,000 in revenue

annually from recycling contracts. To retain mohart $2,000 in annual revenue, agencies must
receive approval from the Legislature through theldet process. Current statute restricts such
revenue to be used to offset recycling programscost

3980 Office of Environmental Health Hazard Assessnm: (OEHHA)

Issue 1 — Litigation Costs (Prop 65)

Governor’'s Proposal. The Governor's budget proposes $574,000, anndaliytwo years from the
Safe Drinking Water and Toxic Enforcement Fund &9 for defense of civil lawsuits brought against
OEHHA for actions taken as lead agency for purpageBroposition 65 (Safe Drinking Water and
Toxic Enforcement Act of 1986).

Background. OEHHA has been party to several lawsuits relatiinigs decisions in listing chemicals
or establishing safe harbor levels for chemsicalready listed. OEHHA anticipates additiongldle
challenges related to its recently completed reégunfaprocess to update the regulations comogrn
businesses' responsibilities for providing warnifagschemicals listed under Proposition 65.

Issue 2 — Compliance Assistance

Governor’'s Proposal. The Governor's budget proposes $304,000, anndaliytwo years from the
Safe Drinking Water and Toxic Enforcement Fund tovle advice and consultation on when
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Proposition 65 warnings are required for specifiedoicts or facilities and to conduct the assesssnent
needed to make such determinations.

Background. OEHHA is receiving an increasing number of regaiésim businesses, the Department

of Justice (DOJ), and other state entities for gongd concerning the level of exposure to Propositio

65 chemicals that Californians incur, and whethease levels trigger the Proposition 65 warning

requirement. OEHHA cannot respond to these requestquickly as it should because of limited

resources, including a limited number of staff wiRkpertise in exposure science. The delayed
responses may be prompting businesses to provm@§ition 65 warnings that are not required, or
could be resulting in litigation over whether sweairnings are required. The resources are requasted

anticipation of the workload associated with insieg requests from businesses and trade
organizations for this kind of compliance assiseg and from the DOJ and other governmental
entities that are enforcing Proposition 65.

Issue 3 — Site Risk Assessment Review

Governor’s Proposal. The Governor's budget proposes one position taigeedechnical assistance to
the Regional Water Quality Control Boards and te@alogovernments on human health risk
assessments on contaminated sites. The positibrbevilunded by reimbursements from an existing
interagency agreement with the State Water Ress@oatrol Board.

Background. The State and regional boards regulate and ovéregavestigation and cleanup of sites
where unauthorized releases of pollutants to ther@mment have impacted groundwater. At sites
where the contamination may result in human exgsswr human health risk assessment is performed
to characterize the hazards and risks associatédswch exposures. The risk assessment is usually
performed by a consultant on behalf of the pargpoasible for the site. The assessment informs risk
management decisions regarding actions needecan cip the contamination or mitigate exposures.
Since regional boards generally do not have in-ddasicological expertise, they rely on OEHHA to
provide technical consultation on the scientifididity of the risk assessment and its adherence to
regulatory guidance.

Issue 4 — Indicators of Climate Change in Califorra

Governor’'s Proposal. The Governor's budget proposes one position tpgpee periodic reports
presenting indicators of climate change and itsaiotp on California. The position will be funded
through an interagency agreement between OEHHACahEPA.

Background. Current law designates OEHHA as the lead agenay tii@ development of
environmental indicators on behalf of CalEPA. Si2@®7, a series of interagency agreements has
provided funding for the equivalent of one posititm partially handle the workload involved in
developing climate change indicators. The worklbad required a total of 2.7 positions to complete
the work. OEHHA has redirected staff, hired a egtirannuitant, and used contracted services to
accomplish the work. This request will enable OEHKAhire and dedicate a staff scientist on an
ongoing basis to tracking the environmental impé#was climate change is having on California.
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Issue 5 — Well Stimulation Treatment Health and Enironmental Risks |

Governor's Proposal. The Governor's budget proposes $366,000, anndatlyhree years (including
$50,000 in contract funding), from the Oil, Gas ahdothermal Administrative Fund, to evaluate
chemicals used in oil and gas well stimulationtiresnts in California.

Background. Oil and gas well operations using well stimulativeatments occur in a variety of
locations in California, including the San Joaguadley (and frequently in areas close to low-income
communities), the densely populated areas of Lagefes County, and areas along the Central Coast.
SB 4 (Pavley), Chapter 313, Statutes of 2013; reduihe California Natural Resources Agency to
sponsor an independent study on hazards and raeedpby well stimulation treatments, including
hydraulic fracturing. The study was carried outthg California Council on Science and Technology.
SB 4 also required OEHHA to participate in the gtudne of its highest-profile findings - that Iétls
known about the toxicity and risk posed by the mahgmicals used in well stimulation treatments -
was based to a significant extent on informaticovled by OEHHA. The report recommended that
chemicals used in well stimulation treatments @ty be limited to those with hazards that arevikmo
and acceptable.

The requested resources would enable OEHHA to dpvah inventory of chemicals used in well
stimulation treatments, evaluate the health andr@mwental hazards they pose, identify and fill gap
in scientific information on these chemicals, adéntify and evaluate potential alternatives to the
high-hazard chemicals.

Staff Recommendation Approve vote only items as budgeted.
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Issues for Discussion
3930 Department of Pesticide Regulation (DPR)

DPR protects public health and the environmentdgulating pesticide sales and use and fostering
reduced-risk pest management. The department enstwenpliance with pesticide laws and
regulations through its oversight of County Agrtauhl Commissioners, who enforce pesticide laws
and regulations at the local level.

The Governor’s budget proposed $96.4 million folROR 2017-18. DPR’s primary source of funds is
the Department of Pesticide Regulation Fund, $&#lBon is proposed from this source in the budget
year.

J-YR EXPENDITURES AND POSITIONS

Positions Expenditures
2516 201617 201718 2015-16* 201617 2017-18*
3540 Pesficide Programs 2847 284.9 2B4.9 01,877 90,419 500,353
BO0D100  Administration 76.7 78.2 7a.2 11,4886 11,748 11.748
BO00200 Administration - Distributed - - - -11.458 -11.748 -11.748
TOTALS, POSITIONS AND EXPENDITURES (All Programs) 361.4 araz2 ar3.2 $91.877 $99,419 $96,353

Dollars in Thousands

Issue 1 — Pest Management Research Grants |

Governor’'s Proposal. The Governor's budget proposes $600,000, anndaliytwo years from the
Department of Pesticide Regulation Fund to contiiomeling pest management research grants at $1.1
million per year. This request would extend a thyear legislative augmentation that appropriated an
additional $600,000 to the program.

DPR is also requesting budget bill language tovalionding for both of its pest management grants
(research and alliance) be available for encumlgrdoictwo years (instead of one), in recognition of
the long-term nature of research and alliance goamjects and to accommodate terms of the model
contract language, between the state and the Wiyaf California, that require grant recipients t
submit final invoices up to 90 days after the efdrojects.

Background. One of DPR's primary purposes is "to encouragedthelopment and implementation
of pest management systems, stressing applicafitaological and cultural pest control techniques
with selective pesticides when necessary to aclaeeeptable levels of control with the least pdssib
harm to non-target organisms and the environmdit.tilo so, DPR encourages the development and
use of environmentally sound pest management sgstemown as integrated pest management. Pest
Management Research grants develop practices tmitibute to an integrated pest management
system to reduce use of high-risk pesticides aet tinanticipated impacts on public health and the
environment.

Staff Recommendation Approve as budgeted.
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Issue 2 — Pesticide Registration Database Managemeystem Funding Realignment

Governor’s Proposal.An April 1% Finance Letter proposes to revert and reapprep$iai/ million, to
and from, the Department of Pesticide Regulationdrand allow for a four-year encumbrance period
to use the funds for the Pesticide RegistratioraDdd@nagement System (PRDMS).

Background. The Pesticide Registration Branch (PRB) currenthaintains registration for
approximately 13,000 pesticide products containin@00 different active ingredients and seven
devices. PRB receives and processes approxima@ Segistration submissions each year, as well
as managing license renewals and product labebatal storage for existing products. In addition to
responsibility for the evaluation and registratafnpesticides and certain devices, PRB also presess
exemptions from registration; tracks adverse effectomissions regarding pesticide products; issues
research authorizations for the testing of new pcta]l coordinates reevaluations of registered
pesticide products, and is responsible for trackhmy status and providing communication with the
regulated community regarding human health rislessaent and mitigation programs. Currently,
PRB completes these tasks manually, with somenmdton technology (IT) support.

In 2015-16, DPR was appropriated resources to peoem external system integrator vendor to
develop and implement the PRDMS in order to talke RIRB manual process of registration to an
integrated electronic system. Since then, theree Ha@en several changes in the project approval
lifecycle of the IT project. These project delayavé led to the timeline for final project
implementation being pushed back from June 20I¥etwember 2019.

Staff Recommendation Approve as budgeted.
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3960 Department of Toxic Substances Control (DTSC)

The DTSC protects the people of California and eéhgironment from the harmful effects of toxic
substances by restoring contaminated resourcestcerd hazardous waste laws, reducing hazardous
waste generation, and encouraging the manufactufeemically-safer products.

The Governor’'s budget proposed $285.8 million far9T in 2017-18. DTSC'’s primary sources of
funds are the Toxic Substances Control Accountaktimis Waste Control Account, and the General
Fund, $121.4 million, $62.3 million, and $32.1 naill, respectively, are proposed from these sources
in the budget year.

J-YR EXPENDITURES AND POSITIONS

Positions Expenditures
21516 201617 201718 2015-18* 201617 2017-18*
3620 Site Mitigation and Brownfields Reuse 286.7 280.2 2B5.2 $130,007 5135187 F123.776
3625 Hazardous Waste Management 371.2 388.2 3B8.7 80,528 83,720 78,659
36830 Safer Consumer Products 61.0 G61.8 81.8 14,880 15,811 13417
3635 State Certified Unified Program Agency B3 8.7 8.7 2,876 2,78 2,784
3045 Exide Technologies Facility Contamination Cleanup - - - 4,780 24,393 &7.181
8200100 Administration 1748 176.9 178.9 33,964 34,580 34477
8200200 Administration - Distibuted - - - -33.064 -34.5580 -34.477

TOTALS, POSITIONS AND EXPENDITURES (All Programs) 9031 M7e 9233 $233, 232 $261,692 $285 827
Dollars in Thousands

Issue 1 — Department of Toxic Substances ControlRerformance Review

As mentioned above, the Department of Toxic SultsmiControl (DTSC) is charged with protecting
the people of California and the environment frdva harmful effects of toxic substances by restoring
contaminated resources, enforcing hazardous wastg, Ireducing hazardous waste generation, and
encouraging the manufacture of chemically-safedpets. In addition to administration, the budget
includes the following five programs for DTSC:

1. Site Mitigation and Brownfields Reuse— The program implements the state's laws reggrdin
site cleanup and the federal Superfund program.pfbgram currently oversees approximately
1,170 hazardous substance release site investigatiod cleanups, and monitors long-term
operations and maintenance activities at more #éh sites where the cleanup process is
complete. Additionally, the program is responsitie ensuring compliance with the terms of
approximately 820 land-use restrictions in placemperties throughout the state.

2. Hazardous Waste Management— The program regulates the generation, storage,
transportation, treatment, and disposal of hazardeaste to minimize risks to public health
and the environment. The program oversees perguigtid compliance at approximately 120
facilities that manage hazardous waste, approxlgn8@0 registered businesses that transport
hazardous waste, and approximately 300 facilitességators that are subject to corrective
actions.

3. Safer Consumer Products— The Safe Consumer Products (SCP) program sttiveget
manufacturers to reduce human and environmentaisexp to toxic chemicals. SCP calls for
industry to develop safer consumer products andpo#iation prevention best practices. The
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program implements the SCP regulations. SCP alect® information on the presence of
toxic chemicals in products in order to identifyigoity products for possible regulation;
provides support and guidance to priority produ@naofacturers for the analysis of safer
alternatives; and issues regulatory responses dpoped alternatives. Lastly, the program
encourages the adoption of "green chemistry" presti

4. State as Certified Unified Program Agency— The California Environmental Protection
Agency designated the Department of Toxic Substar@entrol as the Certified Unified
Program Agency (CUPA) in Trinity and Imperial cowst As the CUPA, the department is
responsible for implementing the six elements o tmified program: hazardous waste
generator and onsite treatment activities; sp#vpntion control and countermeasure plans for
owners of above-ground petroleum storage tanks;engmdund storage tank program;
hazardous material release response plans andtamss; California Accidental Release
Prevention program; and certain Uniform Fire Code.

5. Exide Technologies Facility Contamination Clean UgProgram — The program oversees the
removal and remedial actions in the communitiesosunding the Exide Technologies facility
in the City of Vernon.

As mentioned above, the Governor’s budget prop$285.8 million and 923.3 positions for DTSC in
2017-18. DTSC is funded from multiple sources, udahg; the General Fund, special funds, and
federal funds. Following are some of the departsyembre significant funding sources as outlined in
the Governor’s budget:

DTSC - Significant Funding Sources
Dollars in Thousands
Funding Source 2015-16 2016-17 2017-18
General Fund $27,379 $44,090 $32,087
Toxic Substances Control Account 70,441 81,970 121,426
Hazardous Waste Control Account 63,512 65,892 62,302
Federal Funds 32,499 33,414 33,144
Reimbursements 13,075 13,525 13,531
Site Remediation Account 11,047 9,626 6,626
Removal and Remedial Action Account 3,346 3,185 3,185

Legislative Oversight. Over the last five years, the Legislature has ootetl numerous hearings on
DTSC'’s internal controls, business practices, @atusry obligations. In those hearings, the buidge
and policy committees have evaluated four mainsargareviewing and monitoring the department’s
strategic plan and reorganization; 2) auditing cesbvery; 3) providing staffing to improve the Iei

to address permit backlogs and business operatmas;4) improving enforcement at the department.

This effort has been spurred by incidents acrodgo@da that have exposed glaring issues in DTSC'’s
operations. In particular, issues with hazardoustevéacility permitting and enforcement at the Exid
and Quemetco battery recycling facilities; shortooga in cost-recovery efforts for cleanups leadimg
an accumulation of 1,661 projects totaling appratety $194 million in uncollected cleanup costs; a
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growing backlog of applications to renew hazardeaste permits; delayed site remediation; lack of
public participation and transparency activities¢ gersonnel issues, have all contributed to tkesl ne
for increased scrutiny by the Legislature.

Independent Review PanelThe Independent Review Panel (IRP) was establightiin the DTSC
pursuant to SB 83 (Committee on Budget and Fise&ld®v), Chapter 24, Statutes of 2015. The IRP is
comprised of three members: an appointee of thembl/ Speaker with scientific experience related
to toxic materials; an appointee of the Senate Citi@enon Rules who is a community representative;
and an appointee of the Governor who is a locakegowent management expert. The current IRP
members are: Dr. Arezoo Campbell (scientist witlpezience related to toxic materials), Gideon
Kracov, JD (community representative), and Mike 2z (local government management expert).
The panel members are tasked with reviewing andngalkcommendations regarding improvements
to DTSC'’s permitting, enforcement, public outreaahd fiscal management. The IRP also may make
recommendations for other DTSC programs, may adWis8C on its reporting obligations, and is
required to advise DTSC on compliance with the nadéado institute quality government programs to
achieve increased levels of environmental protacdod public satisfaction. The IRP will end on
January 1, 2018, unless the Legislature extendsatsate.

Legislative Analyst's Office (LAO). On April 4, 2017, the LAO released a post regarddigsC's
performance improvement initiatives. In it, the LAdscusses the department’s progress to date in
addressing deficiencies, focusing on those progrémas have received additional funding and
personnel resources. These programs include 1)rétazs Waste Management Program, 2) Exide
Facilities Contamination Cleanup Program, 3) Siiaddtion and Brownfields Reuse Program, and 4)
Office of Strategic Planning and Development. Sipeadly, for each of these programs, the LAO: 1)
provides a brief program description; 2) summarities resources that were approved by the
Legislature to address identified deficienciesjri@judes data on outcomes achieved to date, where
available, and projected future outcomes; and dyides questions for legislators to ask DTSC in
future budget and policy hearings to determine dbgree to which the department is improving
program performance. The LAO also provides a laesfcription of the IRP, which was established by
the Legislature to provide oversight over manylef same programs for which additional resources
have been provided.

Staff Comment. The LAO’s report notes that DTSC’s own projectiah®w that for some programs it
will be years before deficiencies are fully remedi€o ensure that progress continues to be made, th
Legislature should consider whether additional messs are necessary to review and assess DTSC
programs upon the IRP’s sunset. Options could rangm additional oversight hearings to the
continuation of the IRP or the establishment oka mody tasked with overseeing implementation of
deficiency remedies.

Staff Recommendation.Informational item, no action.

Issue 2 — Lead-Acid Battery Recycling Act of 2016A8 2153, Chapter 666, Statutes of 2016) |

Governor's Proposal. The Governor's budget proposes $610,000 from #aeldacid Battery Cleanup
Fund and five positions to implement the Lead-&attery Recycling Act of 2016.
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Background. Lead is a toxic metal that does not break dowthéenvironment and accumulates in
the human body. Exposures to lead can lead to éeuwf health problems, including behavioral
problems, learning disabilities, joint and musckeakness, anemia, organ failure, and even death.

A number of studies over the past 30 years havetighly documented the serious and cumulative
impacts associated with lead exposure. AccordintpeoCenters for Disease Control and Prevention,
there is no identified safe blood lead level indt@n.

Lead is a leading environmental threat to childrdr@alth. When children are exposed to lead it has
lifelong adverse effects, including lower IQ scorésarning and hearing disabilities, behavioral
problems, difficulty paying attention, hyperactivdnd disrupted postnatal growth.

Lead-acid batteries constitute a significant cewiior to lead in the environment. In 2013, Exide
Technologies, a battery recycler in the City of Mar, permanently suspended operations. The facility
closed in 2015, after DTSC notified Exide thatapgplication for a new permit would be denied. Exide
was found to have discharged harmful quantitiekeadl for years and posed an unacceptable risk to
human health and the environment. DTSC conductédests and found lead contamination could
have affected as many as 10,000 homes up to 18 mivay. A General Fund loan of $176.6 million
has been given to DTSC to expedite and expandeite¢) area and to cleanup properties with the
highest levels of lead and greatest risk of expmsilihe state intends to seek reimbursement from
Exide for this loan to DTSC.

AB 2153 (Garcia) Chapter 666, Statutes of 201@htishes the Lead-Acid Battery Recycling Act of
2016, which imposes new fees on manufacturers andueers of lead-acid batteries to fund lead
contamination cleanup. Among other things, this @gjuires DTSC to identify, investigate and
cleanup areas reasonably suspected to have betamioated by the operation of lead-acid battery
recycling facilities.

According to DTSC, in addition to the Exide sitehas identified 14 former lead smelting facilitias
California that may fall under AB 2153’s definitiaf a lead-acid battery recycling facility. These
types of facilities have been in operation in Qatia since at least the 1920s. There could patinti
be additional lead-acid battery recycling sitesitdeed in coming years.

Legislative Analyst’'s Office. The LAO recommends approving this request. In taaidi the LAO
recommends that the Legislature adopt budget ailbliage requiring DTSC to provide a report
summarizing its progress implementing the act. Giwae uncertainty about the amount of
contamination that may have been caused by leadbatiery recycling facilities in some areas of the
state, the LAO suggests that the report would séwvepdate the Legislature on the department’s
progress towards addressing this issue and infoe Legislature on future resource needs for this
program.

Staff Comment. DTSC plays a critical role in implementing AB Zl5which, if properly
implemented, will go a long way in mitigating aiseis environmental concern. However, as the LAO
points out, there is still a lot of work to be doneassessing the scope of contamination caused by
lead-acid battery recycling facilities. In additjothe department was unable to identify a need for
resources as AB 2153 moved through the legislapraress. As such, it is important that the
Legislature closely monitor and assess implementado ensure that the program is carried out as
intended.
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Staff Recommendation. 1) Approve the request on a two-year limited-tebasis; 2) As
recommended by the LAO, adopt budget bill languaggiiring DTSC to provide a report, by March
1, 2018, summarizing its progress implementinggitte

Issue 3 — Stringfellow Superfund Removal and Remealiion Action |

Governor's Proposal. The Governor's budget proposes $2.5 million Gérewad in 2017-18, $3
million in 2018-19, and $2.6 million in 2019-20,rfeemoval and remedial action at the Stringfellow
Hazardous Waste Site.

Background. The Stringfellow site, located in Riverside CouirtyPyrite Canyon, was originally a
rock quarry operated by the Stringfellow Quarry @amy. In 1956, the Stringfellow Quarry Company
opened the site for dumping toxic waste. The hamesdvaste disposal facility operated from 1956
until 1972. In its 16 years of operation, more tl3&nmillion gallons of liquid industrial waste were
disposed in unlined ponds. The waste included spads and caustics, metals, solvents, and pesticid
byproducts from metal finishing, electroplatingdgresticide production.

California became the primary responsible part002 and the US Environmental Protection Agency
assumed the role of lead regulatory agency forsitee DTSC, on behalf of California, has been
remediating, operating, maintaining, and monitorthg site. Failure to perform these duties could
subject the state to regulatory enforcement adijothe US EPA.

The funding requested in this proposal will endDESC to collect environmental data to support the
selection of a protective, technically viable, afficient final remedy for the site which addresaés
contaminants including emerging contaminants suchexavalent chromium and perchlorate for all
areas of the plume. The absence of adequate resoiarcDTSC as the agent for the state to complete
the characterization may result in violation of ghate's agreement with US EPA.

Staff Recommendation Approved as budgeted.
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3970 Department of Resources Recycling and Recovd@alRecycle)

CalRecycle protects public health, safety, and éheironment by regulating solid waste facilities,
including landfills, and promoting recycling of anety of materials, including organics, beverage
containers, electronic waste, waste tires, used aaitpet, paint, mattresses, and other materials.
CalRecycle also promotes the following waste mamege and recycling practices: 1) source
reduction, 2) recycling and composting, and 3) eeuAdditional departmental activities include
research, permitting, inspection, enforcement, ipuévareness, education, market development to
promote recycling industries, and technical assc#do local agencies. Lastly, CalRecycle admirsste
the Education and the Environment Initiative, destéde effort promoting environmental education in
California.

The Governor's budget proposed $1.6 billion for Readycle in 2017-18. CalRecycle’s primary
sources of funds are the California Beverage CoataRecycling Fund and the Electronic Waste
Recovery and Recycling Account - Integrated Wastendjement Fund, $1.2 billion and $102.3
million, respectively, are proposed from these sesiin the budget year.

J-YR EXPENDITURES AND POSITIONS

FPositions Expenditures
2516 201617 201718 2015-16* 201617 2017-18*
3700 Waste Reduction and Manageh-.ent 328.68 327.3 3488 $360,842 52085.714 F234.503
3705 Loan Repayments - - - -2,808 -2,193 -2.505
3710 Education and Environment Initiative 10.5 1001 10.1 2372 4,084 2621
I715 Bewerage Container Recycling and Litter Reduction 2787 2214 188.4 1,332,527 1,341,208 1,331,873
BE00100 Administration 101.0 102.0 110.0 13,023 15,183 18,110
8200200 Administration - Distributed - - - -13,023 -15,183 -18,110
TOTALS, POSITIONS AND EXPENDITURES (All Programs) T16.8 B&0.8 669.3 $1,692932 $1,608811 $1566,582

Dollars in Thousands

Issue 1 — Administrative Support Workload

Governor's Proposal. The Governor's budget proposes $929,000 in diggib administration and
eight positions for increased fiscal activity, infation technology services, and departmental
operations.

Background. CalRecycle administers and provides oversightdibrof California's state-managed
waste handling and recycling programs. Known mos$tly overseeing beverage container and
electronic-waste recycling, CalRecycle is also oesjble for organics management, used tires, used
motor oil, carpet, paint, mattresses, rigid plastatainers, plastic film wrap, newsprint, constiac

and demolition debris, medical sharps waste, halddiazardous waste, and food-scrap composting.
CalRecycle collaborates with many stakeholdergallqurisdictions, state agencies. Recycling Market
Development Zones, non-profit organizations, bussneassociations, individual businesses,
manufacturers, school districts, and many otheis identify barriers and opportunities, and solve
problems. Success depends on our ability to at¢t leatlly and regionally, forge links and coalitgon
with key stakeholders, and use our financial resesito assist our stakeholders.

Over the last several years, CalRecyle has expmeriean increase in reporting needs and information
technology needs. In part due to new programs edehy legislation (Carpet and Paint Program),

Senate Budget and Fiscal Review Committee Page 20



Senate Budget Subcommittee No. 2 April 27, 2017

migration of programs from other departments (@ffiof Education and the Environment from
CalEPA to CalRecycle), implementation of new furghants, and loan program relating to greenhouse
gas emission goals, and general increase in theleaity of various functions requiring additional
attention and detail.

The department reports that there has been a mankeshse in the amount of workload associated
with reporting and analysis of cash flows, as vaslthe ongoing integration of data from various

programmatic systems throughout the departmentedponse to a finding and adverse audit opinion
in the most recent Financial Integrity and Statendger's Accountability Act and individual Beverage

Container Recycling Fund audits, the departmenthaasto devote significant resources to properly
handle accounts receivable transactions for rexenBeth the number of external audits and detail
being requested has increased significantly. Fiahmtformation systems have gotten more granular
in response to increased statewide, programmatidit,aand reporting needs. As CalRecycle has
become more complex, there are more unexpectedhanddiate projects such as wildfire response,
legislative inquiries, special payments and levisets, and other critical projects that cause other
projects to stop.

In addition to overtime, staff has been redirediedn other ongoing tasks to respond to immediate
needs. According to the department, even with tleéeets, backlog of basic processes continue®to b

excessive; for example, there are several fiscalthsoof expenditures which require review and clean

up, approval of purchase orders which delays pasnengrantees, and an accumulation of contract
approvals.

Staff Recommendation Approved as budgeted.

Issue 2 — Bonzi Sanitary Landfill Closure Funding

Governor’s Proposal. The Governor's budget proposes $4.2 million, amest from the Integrated
Waste Management Account (IWMA) to fund the closoir¢he inactive Bonzi Sanitary Landfill. The
budget also requests that the annual transfer fhenWWMA to the Solid Waste Disposal Site Cleanup
Trust Fund be reduced from $5 million to $800,0002017-18 to provide funds for this proposal.

Background. The Bonzi Sanitary Landfill, located in Modestasia solid waste disposal facility that
stopped accepting waste in November 2009. Thehasea history of groundwater contamination and
landfill gas migration violations. There have beemerous enforcement actions against the operator-
owner, starting in 1984, addressing inadequatendilmh assurances, groundwater contamination,
violations of state minimum standards, and faibereomply with permit conditions.

Although Bonzi ceased operations in 2009, it ditproperly close pursuant to state regulationsetAft

a landfill stops receiving waste, it must beginpgameng for post closure maintenance according to an
approved plan. An approved closure plan is a pteséq of a facility’s operating permit. The post
closure maintenance plan identifies steps needexhsare the integrity of containment features and
how to monitor compliance with applicable perforroastandards.

The Bonzi Landfill is also registered as a supeatfsite by the US EPA, which means this site poses
potential risk to human health and/or environmem ¢tb contamination by one or more hazardous
waste.
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Since the facility ceased accepting waste in 2089 State and Regional Water Quality Control Board,
the Central Valley Regional Water Quality Contradad, and CalRecycle have been working together
to compel the current owner, the Bonzi Trust, tityftund the closure and post closure maintenance
trust fund and to bring the facility into regulataompliance. The California Attorney General'sa#f
placed an injunction on the Bonzi Trust and itssiees in 2009, to collect on the remaining and
available assets to address financial assuranc@etefies. In March 2010, the Bonzi Trustees nexifi
CalRecycle and the Regional Water Quality Controlal that they were financially unable to
continue critical operations and maintenance aawit the site.

In 2012, CalRecycle, in consultation with the Statel Regional Water Quality Control Board, as well

as the Bonzi Trust, determined that to reduce tigoimg environmental and health and safety impacts
associated with the site, CalRecycle would fund-tome remedial actions at the site by spending $1.9
million from the Solid Waste Disposal Site Cleanupst Fund. These actions included consolidation
of waste, constructing an intermediate cover, impig site drainage, and making improvements to the
landfill gas collection system. These actions dlad the effect of reducing the expanse of actions
required to close the site.

The California Attorney General's office has deteed, for now and the foreseeable future, all
enforcement options to access funds to cover tls¢ associated with closing the site have been
exhausted. Moreover, all Trust assets have beeariifidd and no additional financial resources are
available.

In short, the Trust's assets can support approglgna7 million in site-related costs. However,
projected combined costs for closure and post-cébosnaintenance are estimated between $11.2
million and $14.2 million.

CalRecycle believes that the sooner the site iseddhere is more potential to keep the post-céosur
costs down. Any post-closure maintenance costscaeéred by the Trust would fall to the state.
Therefore, funding site closure via this propos#il minimize the state's long-term obligation amskr

Staff Recommendation Approve as budgeted.
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3900 Air Resources Board (ARB)

The ARB has primary responsibility for protecting guality in California. This responsibility
includes establishing ambient air quality standdaisspecific pollutants, maintaining a statewide
ambient air-monitoring network in conjunction witbcal air districts, administering air pollution
research studies, evaluating standards adoptedheéyJiS. Environmental Protection Agency, and
developing and implementing plans to attain andntam these standards. These plans include
emission limitations for vehicular and other moksleurces and industrial sources established by the
board and local air pollution control districts. eTIARB also has the responsibility, in coordination
with the Secretary for Environmental Protection, develop measures to reduce greenhouse gas
emissions to 1990 levels by 2020 and at least 4fepebelow 1990 levels by 2030, pursuant to AB 32
(Nunez), Chapter 488, Statutes of 2006, and SBagl¢y), Chapter 249, Statutes of 2016.

The Governor’s budget proposed $410.1 million Fer ARB in 2017-18. The ARB’s primary sources

of funds are the Motor Vehicle Account and the Railution Control Fund, $137.5 million and $125.2

million, respectively, are proposed from these sesirin the budget year. The large reduction in
funding from 2016-17 to 2017-18 is mainly due tolamge Greenhouse Gas Reduction Fund
appropriation in 2016-17.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
2015-16 2016-17 2017-18  2015-16* 2016-17* 2017-18*
3500 Mobile Source 676.6 659.9 680.9 $402,035 $247,136 $224,149
3505 Stationary Source 2622 271.3 271.3 35,716 40,295 39,440
3510 Climate Change 177.7 186.4 1954 180,971 486,133 67,766
3515 Subvention - - - 75,887 79,111 78,793
9900100 Administration 260.2 2448 248.8 16,000 50,285 51,311
9900200 Administration - Distributed - - - -16,000 -50,285 -51,311

TOTALS, POSITIONS AND EXPENDITURES (All Programs) 1,376.7 1,362.4 1,396.4 $694,609 $852,675 $410,148
Dollars in Thousands

Issue 1 — ARB Southern California Consolidation Prigct

Governor's Proposal. The Governor's budget proposes $413.1 million éask-revenue bond
authority for the construction phase to consolidate relocate ARB's existing motor vehicle and
engine emissions testing and research facilitiasate currently located in Southern California.

In addition, an April I Finance Letter proposes a fund shift in the amai§i82.6 million from the
lease revenue bond funds proposed in the Govermudget to the Air Pollution Control Fund
(APCF). This request reflects a partial shift obtd@nancing to cash funding for the construction
phase of this project.

Background. This project will be located on land in Riversi@ounty near the University of
California Riverside (UCR). The existing ARB fatitis no longer meet ARB's programmatic
requirements, nor do they allow ARB the space rengsto perform the testing required to meet
current air quality and climate change mandate® fhal project cost is estimated to be $419.5
million.
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The existing southern California Haagen-Smit Latmwsa (HSL) facilities and infrastructure are

insufficient to meet existing and future equipmduogl, and emissions testing needs. In additioa, th
HSL facilities are not energy efficient and the Hfoperty is too small to modify and consolidate
testing operations. California will not be able toeet existing and future air quality State
Implementation Plan (SIP) and climate change epmsseduction mandates unless the existing
emissions testing and research capabilities areased.

For fiscal year 2015-16, the ARB requested andivedeb6.4 million for this project. The funding was
dedicated to assessing the suitability of propased sites ($0.2 million), developing performance
criteria ($5.7 million) for this project, and evalting the feasibility of achieving zero net ene(giE)

for the project ($0.5 million).

In March 2016, ARB completed the site selectioneevprocess and the board recommended a site
near the intersection of University Avenue and Icdv@nue in Riverside. The site is located near the
UCR on property owned by UCR. The Regents of thes&fsity of California (UC) have agreed to
transfer the property to the state at no cost. @uelhber 14, 2016, the State Public Works Board
approved the transfer of the property. ARB is wogkwith the Department of General Services (DGS)
and UC Office of the President to complete thedf@nof property to the state. ARB is also working
closely with DGS on the development of the perfarogacriteria and evaluation of ZNE. ARB expects
to complete these tasks in 2016-17.

HSL was originally designed to support 40 staff andompassed about 54,000 square feet. HSL now
encompasses all or part of five leased buildingacaat to the original HSL, with approximately 400
staff. In addition, ARB also operates a small heduiy testing facility located at the Los Angeles
County Metropolitan Transit Authority (MTA) facilitabout 10 miles away in Los Angeles. ARB
operates that facility under a memorandum of uridedsng (MOU) with MTA. Given the limited size

of HSL, ARB currently conducts the testing of heauty diesel engines and trucks at the MTA
facility. This location does not meet existing dature heavy-duty testing needs that are so cliteca
the continued reduction of diesel particulate nattel support of the Sustainable Freight Initiative

ARB will not be able to effectively meet currentdafuture federal air quality mandates under the
Clean Air Act and statutory climate change requeata without additional emissions testing and
research capabilities. These capabilities are mkdde support of new fuels and vehicles in

development and various stages of commercializatottansform the state's transportation system.
Over the next twenty years, California will needhoild upon its successful efforts to meet these
critical climate and air quality goals, including:

* Climate Goals:

o By 2020, the Global Solutions Warming Act of 20@gjuires California to reduce its
GHG emissions to 1990 levels. This is a reductibapproximately 15 percent below
emissions expected under a "business as usualdrszen

o0 By 2030, SB 32 (Pavley), Chapter 249, StatutesQif62 now requires California to
reduce its GHG emissions to 40 percent below 1696l$.

o By 2050, California has set a goal of reducing GEl@issions to 80 percent below
1990 levels.

* Air Quality Goals:
o By 2023, California must achieve the federal 8-homone air quality standard of 80
parts per billion (ppb) in all regions of Califoani
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o By 2025, California must achieve the federal anriRidl s air quality standard of 12
micrograms per cubic meter ([jg/m3) in all regioh<alifornia.

o By 2031, California must achieve the more stringederal 8-hour ozone standard of
75 ppb in all regions of California.

o By 2037, California must achieve the more stringederal 8-hour ozone standard of
70 ppb in all regions of California.

Planning for a new facility began in 2006 with aitial study of the needs, size, and requiremehts o
new facility. This study was expanded and releasedanuary 2015 to include a broad range of
changes and new regulatory and other workload respgints, including the added mission to develop
and implement climate change mitigation strategigs May 2016, DGS entered into a contract with
Harley Ellis Devereaux (HED) to be the master aedtifor the project. Since then, ARB has been
working with DGS and HED to develop the detailedf@enance criteria and establish revised cost
estimates for the project.

As part of a court settlement with Volkswagen (V\Whe ARB will receive approximately $154
million in civil penalties that will be depositedito the APCF. Of this amount, $82.6 million is
proposed for this project. By reducing the amoumariced for this project, the state will reducelkot
debt service costs by an estimated $66 million.

Legislative Analyst’'s Office (LAO). The LAO recommends the Legislature consider thieviang
modifications to the ARB proposal to shift $83 maifi in construction funding for the new lab (out of
total construction costs of $413 million) from leagvenue bonds to VW civil penalties deposited in
the APCF:

. Allocate Additional VW Civil Penalties to Construction Costs.The Administration proposes
to use $83 million of the expected $154 million\iV civil penalty revenue to reduce the
amount of lease-revenue bonds. The LAO recommdmadkdgislature consider using all of the
VW civil penalties to reduce the amount of leasesreie bonds issued to finance the project.
Under the LAO’s approach, less VW penalty revenuwmild/ be available to fund some of
ARB'’s anticipated regulatory activities over thexnseveral years. However, even without the
VW penalties available in future years, the LAOmisiout that the APCF is projected to have a
slight operating surplus and a large fund balanger($150 million in 2018-19).

. Consider Using VW Penalties to Offset Motor VehicleAccount (MVA) Costs. The
Administration’s January budget planned to makeuahmiebt service payments from three
funds—MVA (65 percent), APCF (20 percent), and Yehicle Inspection Repair Fund (15
percent). The Administration proposes to use the p&Halty revenue to eliminate only the
APCF portion of debt service payments. As discusseave, the APCF is projected to be
balanced over the long term and have a large fualdnbe. The LAO recommends that the
Legislature consider using the penalty revenuesfiget costs for the other two funds. In
particular, the Legislature might want to use tlemgty revenues to offset costs from the
MVA, which is barely balanced over the next few ngeand could face a modest operational
shortfall in certain years.

Staff Recommendation.Hold open.
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Issue 2 — Implementation of the Volkswagen Conseecree |

Governor's Proposal. The Governor’'s budget proposes $2.3 million (inolgdcontract funding of
$125,000, annually, for five years) and 14 posgitm administer and implement the provisions of the
Volkswagen Consent Decree entered by the court ciob@r 25, 2016. Of the $2.3 million, $1.8
million and 11 positions will be funded from therArollution Control Fund, to be repaid by state
penalty fees from Volkswagen, and $490,000 ancetip@sitions will be funded by reimbursements
from Volkswagen's Environmental Mitigation Trustr€upursuant to Appendix D of the consent
decree.

Additionally, an April ' Finance Letter proposes $25 million in local dssise from the Air
Pollution Control Fund, which the ARB will receias part of the Second Partial Consent Decree with
Volkswagen filed in the United States District Cofor the Northern District of California on
December 20, 2016. Under the terms of this condeotee, Volkswagen is required to make a
payment of $25 million to the ARB by July 1, 201¥ fupport the zero-emission vehicle related
aspects of the Enhanced Fleet Modernization ProgtiastUp program or the zero-emission vehicle-
related aspects of similar vehicle replacementamog in California.

Background. The Governor’'s budget proposal would enable ARButhll its obligations under the
consent decree. Appendix B of the consent decigres implementation of vehicle recalls requiring
evaluation and testing of reengineered engine amdseon controls as well as ongoing monitoring of
recall implementation. Appendix C of the consentrde requires ARB review and approval of VW's
ZEV Investment Plans as well as coordination amnieve of investments throughout implementation.
Appendix D of the consent decree requires the Légéncy, acting on behalf of the State
(Beneficiary), to develop and administer projeateded by the Environmental Mitigation Trust that
deploy zero- and near zero emission heavy-dutyclehiand equipment to reduce Nitrogen Oxide
(NOx) emissions. ARB expects that the Governor idiintify California's Lead Agency to implement
Appendix D. Since ARB is the probable choice asd_Agency, this proposal would enable ARB to
fulfill its obligations in implementing Appendix DShould ARB not be designated as the Lead
Agency, this portion of the request would be redise

On December 20, 2016, a Second Partial ConsenteBeloetween the State of California and
Volkswagen was filed in the United States Distfxdurt for the Northern District of California for
violations of the Clean Air Act caused by a "defdavice" in 3-liter diesel passenger cars sold by
Volkswagen, Audi and Porsche. One of the provisiointhe consent decree requires Volkswagen to
pay $25 million to ARB to support ZEV-related pragrs. Specifically, provision 12 of the consent
decree states:

"Volkswagen shall further contribute to the availigypof Zero Emission Vehicles in California
by making a payment of $25,000,000 to ARB no l¢tan July 1, 2017. Such payment shall be
used, in the discretion of ARB, to support the Zilated aspects of the EFMP Plus Up
program, or the ZEV-related aspects of similar gkehreplacement programs, in California in
FY 2017-2018 or later years."

The consent decree funding will support and expagiuicle retirement and replacement programs
such as EFMP and EFMP Plus-up, which ARB has furglede FY 2014-15 with Cap-and-Trade
auction proceeds from the Greenhouse Gas Redugtiod (GGRF). This proposal will provide ARB
the authority to expend this new funding from Valkgen.
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Legislative Analyst's Office. The LOA recommends that the Legislature approymrion of the
ARB’s proposal to administer and implement the V\@h€ent Decree request—ten positions and $1.6
million—related to testing and monitoring VW'’s vel@ modifications. The LAO recommends the
Legislature withhold action on the remaining fowsjions related to overseeing ZEV investment
plans and administering programs funded from thigision Trust, pending additional information on
the Legislature’s role in directing these funds &ogv the funds will fit into the state’s broader\ZE
and air quality strategies. After the Legislatuas Inad an opportunity to evaluate this informa#ad
determine the extent to which ARB'’s plans are cgtesit with the authority and direction provided to
ARB by the courts and the Legislature, it could @ttthe Governor’s proposal accordingly. The LAO
also recommends reducing the ARB’s budget by $ililomfrom the Air Pollution Control Fund and
two positions because the ARB no longer has wodkbssociated with litigating VW civil penalties.

Staff Comment. On March 22 Electrify America released the CA ZEYclé 1 Investment Plan.
Although some concerns have been raised, the ladgisldoes now have more information regarding
the ZEV investment plan than at the time of the Lf\@nalysis.

Staff RecommendationHold open.

Issue 3 — Implementation of Oil and Gas Methane Regation |

Governor’s Proposal.An April 1* Finance Letter proposes $2.6 million, in 2017-dr8j $1.8 million
ongoing thereafter, to support implementation ofBAR0il and Gas Methane Regulation (Greenhouse
Gas Standards for Crude Oil and Natural Gas Fasi)it This request includes two positions and $2.3
million (including $2 million in contract funds) i2017-18, and $1.8 million (including $1.5 milliam
contract funds) ongoing, from the Cost of Implenaéinh Account. In addition, this proposal requests
onetime equipment costs of $285,000 from the Gals,&nd Geothermal Administrative Fund.

Background. This proposal addresses several mandates for ARBjding its overall mission to
protect public health and reduce greenhouse gasesldition, the activities funded by this proposal
will enable enforcement of the Oil and Gas MethRegulation, thereby fulfilling the commitment in
the initial AB 32 (Nunez) Chapter 488, Statute006 Scoping Plan and its first update to adopt an
"Oil and Gas Extraction GHG Emissions Reduction'amee.

The oil and gas regulation was first envisionedha 2008 climate change Scoping Plan, and was
given added importance after the massive natusalegk at the Aliso Canyon storage facility. Recent
research has identified methane "super emittersigasficant contributors to emissions from the oll
and gas sector. Similarly, research shows thatge l&action of emissions is produced by a small
fraction of sources. These emissions are unprddetéherefore regular ground-based inspections are
essential to identify and limit emissions. ARB poepd a regulation to the board in July 2016 to
reduce methane from oil and gas operations, antddbed voted to adopt the regulation at the March
2017 board meeting. The anticipated reductions @hane (a climate super-pollutant), and the co-
benefits of reducing volatile organic compounds #oxics, are important for meeting California's
climate and air quality goals.

This proposal will provide resources to assistrititt to implement the regulation. ARB anticipates
entering into contracts with air districts for ariesy of activities, including setting up registoat and
permitting programs, training, equipment, desigramgl creating reporting databases, and other costs
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to establish the program. ARB staff assumes mastl lair districts will choose to take the lead in
implementing and enforcing the regulation, with ARBRying a backstop role, as they are more
familiar with operators, conduct inspections neapbyat the same sites and in many instances have
been regulating such sources for decades. Howeven if districts decide to implement and enforce
this regulation, there is an annual cost for ARBn@anage the reporting and inspection requirements i
the regulation. In addition, ARB will purchase gouient that will be shared among the districts.

Progress and outcomes will be measured by the nuaibespections conducted, emissions avoided,
equipment turnover, and compliance percentages pid@osal is also expected to result in increased
knowledge of emissions and impacts and inform amnthér necessary actions to reduce emissions.

Legislative Analyst’s Office. The LAO recommends the Legislature reduce ARBjgiest for Cost of
Implementation Account funds from $2.3 million tt.$ million in 2017-18 and from $1.8 million to
$1.6 million ongoing. The LAO suggests that thigiac would make the budget allocation for
contracts with local air districts more consisterth available cost estimates. ARB estimated cfusts
the major component of the request—contracts vaitiall air districts—were $1.6 million in 2017-18
and $1.3 million in 2018-19. These estimates weaseld on the estimated number of equipment
components and idle wells that will be subject e tegulation and the cost of monitoring each.
However, the ARB rounded the estimated costs §2tmillion in 2017-18 and $1.5 million ongoing
to account for uncertainty in the estimates. Aljlothe LAO acknowledges that implementation costs
are uncertain, if the actual costs are found tdigder than estimated once the air districts begin
implementing the regulation, the ARB can submigguest for additional resources at that time.

Staff Recommendation Approve as budgeted.

Issue 4 — Mobile Source Heavy-Duty In-Use Programmiprovements

Governor’'s Proposal. The Governor’s budget propos&®.2 million (including $500,000 in ongoing
contract funding, and $1 million in one-time loadsistance) and five positions from the Motor
Vehicle Account. The $500,000 contract funding viié used to procure heavy-duty vehicles and
remove engines to facilitate testing, and the $lianiin local assistance funding will be used tmd

a pilot heavy-duty diesel engine repair programld@r-income truck owners with high emitting trucks
operating in disadvantaged communities.

Background. Inspection programs, such as the light duty smlogck, are critical components to
establish clean vehicles in the field. Since 208¥avy-duty diesel engines (HDDE) come equipped
with on-board diagnostics, which includes a malfigrcindicator light that notifies the driver when
the engine or emission control system is in neecepéir. The current heavy-duty vehicle inspection
program is not robust enough to enforce timely ireplabroken or malfunctioning components. Even
if the malfunction indicator light is illuminatettuckers may not take their vehicles out of serVarea
repair unless it is causing extreme drivabilitylgems.

In 2014, ARB conducted a large-scale field invettagn and documented the HDDE data review in
the Evaluation of Particulate Matter Filters in Qoad Heavy-Duty Diesel Vehicle Applications (May

2015). In this report, ARB found that HDDESs' hadhivarranty rates, durability issues, and defective
parts in the field. ARB also committed to severalas of program improvement that included holding
engine manufacturers accountable by enacting newseén measures to better enforce engine
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certification standards, enhancing certificatioograms, and developing stronger vehicle inspection
programs.

It is critical that ARB fulfill its commitment tonprove the HDDE program since key planning

documents such as the California Sustainable Frdigtion Plan, Greenhouse Gas Scoping Plan and
State Implementation Plan rely on transforming #wire heavy-duty fleet to newer cleaner

technologies. Additional resources are needed t&enthe HDDE in-use program more robust.

Currently,there is no heavy-duty compliance testing beinglooted by ARB. Therefore, the number

of heavy-duty recalls is minimal. As a comparisanuse compliance for light-duty vehicles has

resulted in recalls affecting over three millionrcaand trucks to fix such things as defective

components and software updates.

Staff Recommendation Approve as budgeted.
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