Senate Budget and Fiscal Review—Holly J. MitchelChair

SUBCOMMITTEE NO. 2

Senator Bob Wieckowski, Chair
Senator Mike McGuire

Senator Henry Stern

Senator Jim Nielsen

Iltem

Thursday, May 3, 2018
9:30 a.m. or upon adjournment of session
State Capitol - Room 112

Consultants: James Hacker and Joanne Roy

Legislative Requests

Vote-Only Calendar

ltem

2660

Issue 1
Issue 2
Issue 3
Issue 4
Issue 5
Issue 6
3360

Issue 1
Issue 2

8660

Issue 1
Issue 2
Issue 3
Issue 4
Issue 5
Issue 6
Issue 7

Issue 8
Issue 9
Issue 10
Issue 11

Department

California Department of Transportation

Road Repair and Accountability Act Impletagan

Personal Services Adjustment

Privacy and Enterprise Security Enhancesnent

Tort Fund Augmentation

Vehicle Insurance Increase

Bay Area Stormwater Permit Violation

California Energy Commission

On-Call Delegate Chief Building Official @act Funding

Title 20 Appliance Energy Efficiency Stamisa—Compliance Assistance a
Enforcement Program Contract Funding

California Public Utilities Commission

Communications Licensing and Compliancgiaro

Supporting Statewide Presence

Water and Utility Program Audit Compliance

Water Affordability for Low-Income Commuag

Gas and Electric Service Disconnections

Residential Solar Energy Storage Systens@oer Protection (AB 1070)
Safety and Enforcement Division: Fortify Gas Safd®eliability, Rail
Crossings and Engineering, and Rail Operations @ras

California Advanced Services Fund — IntefioreAll Now Act (AB 1665)
California Advanced Services Fund — SpFingnce Letters

Building Administrative Infrastructure @or
Electric Vehicle Charging Infrastructure at Puldfarks, Public Beaches, a

Page

Page

10
10
10
10
10
10

11
11

11
11
11

11
11

12
12

12
12
12
12



Subcommittee No. 2 May 3, 2018
Schools (AB 1082 and AB 1083)

Issue 12 Loan Repayment Extension 13

8660 California Public Utilities Commission — Offi@ of Ratepayer Advocates

Issue 1 Electric Safety Analysis 13

Issue 2 Analysis of Community Choice Aggregation and OtHleparting Loac 13
Programs

Issue 3 Electric Resource Modeling 13

Issue 4 Geographical Information Systems Analysis 4

Issue 5 Trailer Bill Proposal: Public Advocate’siCé 14
Extensions of Liquidation: Local Park Projects

Issue 1 Extensions of Liquidation: Local Park Bctg 14

Items Proposed for Discussion

Item Department Page

2660 California Department of Transportation

Issue 1 IT Infrastructure Replacement 16

Issue 2 Indirect Cost Rate Proposal 17

2740 Department of Motor Vehicles

Issue 1 Front End Sustainability Project 19

Issue 2 IT Infrastructure Refresh 21

Issue 3 Perimeter Fencing 22

3360 California Energy Commission

Issue 1 Implementation of the Schddus Retrofit and Replacement Program 24
110)

Issue 2 Zero Emission Vehicle Infrastructure Ititi@ Trailer Bill Language 25

Issue 3 Building Energy Efficiency Compliance Scaiter Updatesaand Maintenanc 26
Funding (Spring Finance Letter)

Issue 4 Implementation of Electric Program Investm€harge (Spring-inance 27
Letter)

8660 California Public Utilities Commission

Issue 1 Aliso Canyon Update 29

Issue 2 Military Institutions and Net Energy Meteyi 30

Issue 3 California Public Utilitie€ommission Governance, Accountability, Traini 31
and Transportation Oversight Act of 2017 (SB 19)d &trengthening tr
Transportation Enforcement Branch (Spring Finanekel)

Issue 4 Electric Transmission Rates Advocacy 32

Issue 5 Maintain Energyivision Compliance with Audit and Statutory Reguirents 33
for Balancing Account Reviews (Spring Finance L@tte

Issue 6 Natural Gas Core Transport Agency Consupnetection(Spring Financt 34
Letter)

Issue 7 Maximize Federal Litigation Outcomes (Spfinance Letter) 35

Issue 8 Gas Safety, Policy, Reliability, and Markemnitoring 36

Public Comment
Senate Committee on Budget and Fiscal Review 2



Subcommittee No. 2 May 3, 2018

Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need special
assistance to attend or participate in a Senate Committee hearing, or in connection with other Senate
services, may request assistance at the Senate Rules Committee, 1020 N Street, Suite 255 or by calling
(916) 651-1505. Requests should be made one week in advance whenever possible.
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L EGISLATIVE REQUESTS

| Issue 1 — Legislative Requests

The following requests have been submitted by memthees:

Natural Resources and Environmental Protection:

1)

2)

3)

4)

5)

6)

Watershed Protection/Midpeninsula Regional Open Spz District. $10 million Habitat
Conservation Fund to help facilitate the sale af Sase Water Company’s land holdings in the
Upper Guadalupe, Los Gatos Creek, and Saratog @relee district.

Reconstruction of the City of San Fernando’s Resenir 4. $5 million for major reconstruction
of the city’s reservoir, which was originally congtted in 1965 and is located in Sylmar. The
reservoir suffered cracking during the Northridgatlequake, no longer meets modern seismic
design codes, and leaks. As a result, the resezaonot be filled to full capacity.

State Lands Commission (SLC): Martins Beach Subactint. Creation of the Martins Beach
Subaccount within SLC’s Kapiloff Fund to accept raps from public, private, and nonprofit
sources. This request also authorizes SLC tofgang to $1 million into the subaccount from the
Kapiloff Fund. The purpose of the subaccount amdling is to acquire a right-of-way or easement
at Martins beach to provide public access to thacheand to offset costs associated with the
acquisition such as environmental studies, analysebassessments.

Coastal and Bay Flood Prevention Funding.$18 million Proposition 1 funding for coastal and

San Francisco Bay flood protection. Last year, 8flfion was proposed to address this issue, of
which $9 million was allocated. The $18 million wd serve to fill the remainder of the $27

million for Bay Area for funding repairs and previen.

Tunitas Creek Beach. $5 million for necessary improvements to propeatijacent to Tunitas
Creek Beach, to provide safe, responsible, and gehpublic access to a state-owned beach. The
proposed funding would be used by San Mateo Coamdlyits local partners to do the following: 1)
Construct emergency access improvements as firgtitprwithin the first year; 2) Complete
feasible infrastructure for ranger facilities, resims, parking, trails, and other public access
improvements; and, 3) Initiate environmental resion activities concurrently or as conditions
allow as the county opens Tunitas Creek Beach deatk within the next three years.

Ellwood Mesa Habitat Management Plan and Restoratio. $3.9 million General Fund to the
State Coastal Conservancy to cover costs assodidgtfedestoration of the Ellwood Mesa Monarch
Butterfly Grove in the City of Goleta. The fundimgpuld help facilitate the development of an
Ellwood Mesa Habitat Management Plan and for reatedi of the mesa site. This proposal
represents costs of approximately $50,000 per fmreestoration of $73.6 acre of eucalyptus,
$200,000 for plan development and implementatists;a coastal permit, and public recreational
features such as trail markers, benches, and sgnag
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7) City of Downey: Infrastructure for Parks. A total of $350,000 for infrastructure improvements
at three local parks in the City of Downey, asdols:

a) Rio San Gabriel Park. $50,000 for Americans with Disabilities Act compi@e resurfacing.
b) Apollo Park. $165,000 for new playground equipment and drinkegtains.
¢) Independence Park.$135,000 for new playground equipment and drinkiradger fountains.

8) California Science Center. Extension of a lease agreement with the Califo8gcg&ence Center
Foundation for an annual lease payment of $2.4Bomifor 30 years beginning in 2022.

9) California African American Museum (CAAM). $6.45 million for deferred maintenance and
$325,000 ongoing for an increase in staff. Over plast two years, CAAM’s attendance and
visibility have dramatically increased due to aicall change in exhibition and education
programming, outreach efforts and rebranding. diendance increase requires CAAM to address
needs related to security, staffing, and deferrathtenance issues that will prepare the museum for
formal accreditation in the future and avoid potdtode violations and ensure safety and security.

10)Maritime Museum of San Diego $1.5 million to the California Coastal Consersaifior purpose
of design, engineering, and preliminary permittiogredevelopment of the Maritime Museum site
in the San Diego Harbor.

11)Museum of Tolerance, Los Angeles.$10 million to help refurbish the Museum of Talece in
Los Angeles, which is the educational arm of the@i Wiesenthal Center. The estimated cost to
rebuild and update the museum is $20 million, oicwlihe center intends to raise $10 million from
the private sector.

12)Italian American Museum of Los Angeles. $250,000 General Fund for the Italian American
Museum of Los Angeles. The museum is locatedentddian Hall, which was constructed in 1908
and is listed on the National Register of Histétlaces. The museum opened in 2016 and is jointly
operated by the Historic Italian Hall Foundatiomn dhe City of Los Angeles.

13)Museum of Lesbian, Gay, Bisexual, Transgender, anQueer (LGBTQ) History and Culture.
$2 million Proposition 68 for a proposed MuseunmL@BTQ History and Culture in San Francisco
for exhibitions, archives, and programs where stoand cultures of LGBTQ communities can be
gathered, preserved, studied, and made widelyablail

14)Stories: The AIDS Monument. $250,000 for Stories: The AIDS Monument, a permanen
installation that will be built to symbolize thegtapresent, and future of the fight against AIDE a
HIV, and memorialize and honor those who have diede the crisis began. The monument is
proposed to be built on San Vicente Boulevard irstAt¢ollywood Park on a 12,000 square foot
parcel of land donated by the City of West Holly\dooThe $5.2 million campaign goal is 80
percent complete.

15)San Francisco Seawall. An initial $50 million for the San Francisco SedWwEarthquake Safety
and Disaster Prevention Program. The program imilest $2 to $5 billion over the next two
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decades to protect the San Francisco waterfromt frominent seismic risk and increasing flood
risk due to sea level rise. The initial $50 mitlics intended to help enable San Francisco to fund
estimated initial project design, environmentabcéance, and permitting, which is projected to cost
$100 million.

16)California Mutual Aid Funding: CalFire Emergency Response Engines. $84 million to
purchase 31 CalFire engines and hire personnetaft the emergency response rigs; and $65
million ongoing for staffing costs of the engineSince 1975, due to a number of budget reductions,
CalFire has had a gradual decrease in the numbgreoéngines, totaling 31 engines. In 1975,
CalFire had 374 engines, compared to 343 engindsytoThis request is part of an umbrella
request for California Mutual Aid System. The othgart will be heard in Senate Budget
Subcommittee 4, which requests $100 million aofed: $87 million ongoing for reimbursements
to local governments for costs to pre-position veses in high-risk areas prior to the onset of
extreme weather conditions; and, $13 million ongoifor modernizing and improving
communication and dispatch technologies and todudditional trained personnel to allow for more
efficient and effective resource deployment.

17)Bee Safe Program Unspecified augmentation of the Governor's biadgeposal implementing
the Bee Safe Program to support a comprehensiveagpto maintaining the health of honeybees
across the state. The request for additional fupdiclude: an increase in funding for: the Rural
Rimes Task Force; bee habitat on state and fetberd$; an increase in in efficiencies at the state
and local border inspection stations; and supporatiditional research on the Africanized Honey
Bee, which continues to be a threat to the Europtareybee throughout the state.

18)Citrus Pest and Disease Prevention ProgramAt least $10 million for CDFA for the purpose of
preventing the spread of the invasive insect, Asiins psyllid (ACP), and Huanglongbing (HLB),
an incurable plant disease that eventually causes to die The Governor’'s budget proposes $2.5
million General Fund and $2.5 million CDFA authgrin FY 2018-19 and ongoing to enhance
ACP and HLB suppression activities.

19)Food Dye Study. $485,000 to the Office of Environmental Health HazAssessment (OEHHA)
to conduct a literature review and risk assessmerhe potential impacts of synthetic food dyes on
children.

20)Emergency Pipeline and Barge to Ensure Drinking Wadr Supply. $3.1 million to the State
Water Resources Control Board and the DepartmentVater Resources for the purpose of
administering emergency drinking water supply futml$anta Barbara County water agencies. In
addition to remaining in a severe to extreme drou§hnta Barbara County has since experienced
unprecedented wildfires and debris flows that hdamaged critical water infrastructure, and that
significantly threaten the integrity of current easupplies.

21)Stormwater Quality Objectives. Unspecified amount of state funding for the StatatéW
Resources Control Board to consider opportunitiesanvey stormwater to a regional site within
the watershed in which the stormwater originatedcapture and infiltration for the purposes of
improving water quality and enhancing local watgs@y in multi-objective projects.
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22)Site Remediation Task Force.$5 million to provide additional staff for the Lésigeles Regional
Water Quality Control Board to conduct a focusefbréf over a three-year period, to identify
contaminated sites within a specified region, amtiake measures to require the cleanup of such
sites.

23)Consolidation of Climate Adaptation Funding. Currently, funding is spread amongst a multitude
of state entities. Consolidation would provide laggmts a “one-stop shop” for funding
opportunities, while also creating synergy amongsth applicants and agencies. A centralized
portal would increase cross-collaboration and premeegional efforts throughout the state.
Language would declare, “the Natural Resources #gem coordination with the Office of
Planning and Research, shall develop and implethenSafeguarding California grant program to
support the development and implementation of iatige climate beneficial projects that provide
California with the ability to adapt and be resilien the face of unavoidable climate change...”

24)Greenhouse Gas Reduction Fund (GGRF): Hydrofluoroarbon (HFC) Emission Reductions
and Woodstove Replacements$45 million GGRF for the HFC reduction incentipeogram and
$30 million GGRF for Woodstove incentive programAn incentive program for low-global
warming potential (GWP) was identified and recomdezhas a key strategy for achieving emission
reduction goals in the Air Resources Board’s Shoréd Climate Pollutants Strategy and the Cap-
and-Trade Auction Proceeds Second Three-Year Imegdt Plan for Short-Lived Climate
Pollutants.

25)GGRF: Low Carbon Transportation. Unspecified increase in the amount of GGRF pregas
the Governor's budget for low carbon transportatppmograms that phase out diesel engines,
promote clean trucks and buses, and expand accessctric vehicles for middle- and low-income
families. Last year, the Legislature passed treaClAir Initiative, which provided approximately
$900 million towards programs to reduce air poiatfrom mobile sources; among the allocations
included: $250 million to the Carl Moyer prograni,4® million to incentivize cleaner emissions
vehicles at ports, and $180 million towards thea@IBus and Truck program.

26)GGRF: Clean Technology Innovation Park. This proposal would help create the Clean
Technology Innovation Park in the Riverside regiofhe purpose of the park is to combine UC
Riverside’s air quality research group with the Riesources Board’s field testing site. The park
would consist of a multi-floor building housing arsprehensive set of specialized laboratories and
a central space to meet and engage, co-locatedsaitoon the Air Resources Board facilities. The
park would also include testbeds throughout theeRide region and the mobility facility located
on the Center for Environmental Research & Techmol@E-CERT) campus at the University of
California, Riverside. This request includes alttof $100-102 million GGRF as follows:

a) $10-12 million GGRF to fund a needs assessmentystod the relocation and projected
expansion of the Clean Technology Innovation fagiland an upgrade of the CE-CERT
Vehicle dynamometer training facilities for pregaoa of the local workforce including Air
Resources Board contractors and employees.

b) $50 million GGRF for field testing and the creatiohtestbeds in disadvantaged regions of
Riverside and San Bernardino.
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c) $40 million GGRF for multi-functional laboratoridésr research, workforce development, and
private sector investment.

27)GGRF: Migrant and Seasonal Farmworker Agencies. Unspecified amount GGRF to the
California Association of Migrant and Seasonal Raarker agencies and other organizations that
have a track record serving migrant and seasonmaMfarkers to insure that farmworkers continue
to receive the benefits provided by these orgaioiaat

28)GGRF: Regional Climate Resilience Program. Creation of the Regional Climate Resilience
Program, which would be implemented by the tenestainservancies and Wildlife Conservation
Board. The program would provide for planning, @d#ton, and mitigation for regional climate
resiliency in accordance with Executive Order Bi¥)-Safeguarding California — California’s
Climate Adaptation Strategy and the 2017 Climatar@ie Scoping Plan.

29)GGRF: Alternative Fuel Infrastructure. 20 percent of the allocation for the Alternativeel
Infrastructure to fund DC fast chargers in highbyngested traffic corridors with a Level of Service
of “F” or heavier.

30)GGRF: Clean Vehicle Rebate Project (CVRP).Within the CVRP, authorize ARB to prioritize
people with high Vehicle Miles Traveled.

31)GGRF: Healthy Soils. $10 million for the Healthy Soils Program. The ®owr’'s budget
proposes $5 million GGRF for Healthy Soils Program.

32)Los Angeles Cleantech Incubator (LACI). $2 million to fund LACI for workforce development
training to increase access to environmental tdolgygobs and increase access to zero emissions
mobility for disadvantaged communities in the Lasggles area.

Energy:

33)Funding for Disability Access Prioritization within the Public Utilities Commission $200,000
for two positions within the California Public Uties Commission to evaluate disability access
concerns in transportation services under PUC diati®n, particularly Transportation Network
Companies (TNCs).

Transportation:

34)North Coast Rail Agency Restructuring. $4.1 million over two years to fund planning and
construction activities necessary to complete tesadlution of the North Coast Rail Authority and
the transfer of the Authority’'s right-of-way to th@alifornia Department of Transportation
(Caltrans) and a successor agency as called 8Bih029 (McGuire).

35)Marin Sonoma Narrows: Marin Section Design Work.$3 million in one-time funds for design,
right of way, and permitting work on the Marin geatof the Marin Sonoma Narrows project.
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36)Sabercat Trail Bridge. $5 million in one-time funds for a scoping repast the Sabercat Trail
Bridge in Fremont. The 1-680 currently divides tBabercat Creek open space from the East Bay
Greenway and future Irvington BART station. Thepweed pedestrian and cycling bridge over I-
680 in Fremont will forge a critical link in bothhe city and region-wide active transportation
network.

37)Shinn Station Feasibility Study.$5 million in one-time funding for a feasibility usty, to be
completed by the Metropolitan Transportation Consmis (MTC), on the potential for an
intermodal transit station connecting BART, ACEdaAC Transit in the Shinn Park region of
Fremont.

38)Del Amo Bridge Replacement$2.75 million in one-time funds for planning actigs related to
the Del Amo Bridge Replacement project in the afyCerritos. The bridge was constructed in
1965 and was taken off the National Highway Sysierh998. It is currently listed on the Eligible
Bridge List of the Local Federal Highway Bridge Regment and Rehabilitation program.

39)ECO-Rapid Transit. $3 million in one-time funds for land use plannangd related matters in (and
around) transit stations by nine cities betweeregigd and Los Angeles Union Station.

40) Transit-Oriented Development.$3.5 million to create the foundation to assisthia funding of a
transit line/build a 20 mile sustainable corrid@D form Artesia to Union Station. Will be used for
predevelopment and planning a multi-jurisdictiorarridor with 13 stations. This includes
$200,000 to integrate access projects that willvio® First/Last Mile planning for the upcoming
Eco-Rapid Transit (West Santa Ana Branch Corridoden Measures R and M), and $300,000
study the feasibility of capping 1-105 to providehanced station access, a superior bus/rail
interface opportunity and community oriented grepace as well as possible bike-share facility."”

Staff Recommendation: Hold open.
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VOTE-ONLY CALENDAR

2660 — California Department of Transportation

1.

Road Repair and Accountability Act Implementation. The budget requests $1.82 billion
from the Road Repair and Maintenance Account fund#863 million in capital outlay, $633
million in state operations, and $324 million incéd assistance) for transportation projects
under SB 1 (Beall), Chapter 5, Statutes of 2018p atnown as the Road Repair and
Accountability Act of 2017, as well as 400 new Maimance positions

Personal Services AdjustmentThe Governor's budget requests a permanent incrafa$g8
million from the State Highway Account to correctiign resources to fund all currently
authorized positons. The proposed augmentation dvéully fund about 340 positions that
Caltrans otherwise would have to hold vacant. @a#irplans to allocate the augmentation
across its programs based on their historical cosgeon expenditures and position history.
Most of the increase would go to the Highway Maiatece Program ($20.5 million) and
administration ($16.1 million).

Privacy and Enterprise Security EnhancementsThe budget requests four positions and a
one-time increase of $10.4 million in State Highwagcount (SHA) funds ($699,000 for
consulting services and $9.2 million for softwarel dnardware purchases) in 2018-19 and an
ongoing increase of $2.1 million SHA (for the fquositions, $60,000 for consulting services,
and $1.6 million for software and hardware purchase improve the Information Technology
Cybersecurity Program, address Payment Card Indgsimpliance gaps and to develop an
Enterprise Privacy Office.

Tort Fund Augmentation. The Governor’'s budget requests a permanent increfsk.0
million SHA funds for Caltrans’ tort litigation cts and settlement awards. Additionally, the
Administration requests budget bill language alluyvihe Department of Finance the ability to
increase funding by up to an additional $20 milliohowing notification to the Legislature.
Vehicle Insurance Increase.The Governor's budget requests a two-year increds$4.9
million in SHA funds for fleet insurance costs. Rtwe last three fiscal years, Caltrans has
lacked adequate funding to cover the cost of iteuahinsurance premium. In the 2018 Budget
Act, Caltrans received a one-time augmentation506 $nillion SHA to partially cover the cost
of the deficiency. In past years, the deficien@gsvpaid for by Caltrans redirecting funding
from other activities. This request would cover shertfall for two years and Caltrans would no
longer need to redirect funding from other actesti

Bay Area Stormwater Permit Violation. In December 2016, the San Francisco Bay Regional
Water Quality Control Board issued a Notice of imn (“NOV”) to Caltrans. The NOV
required “prompt submittal by Caltrans of an acabf@ trash reduction workplan” to the
Regional Board. To date, no such acceptable @arbken submitted. The Regional Board has
repeatedly rejected Caltrans Trash Load Reductiork@fans for failing to include appropriate
plans or schedules for timely implementation ofaxs. While Caltrans has not disputed that it
is in violation, it still has not provided a plam @wlentified funding to implement compliance
actions. Staff proposes supplemental reportingudagg requiring Caltrans to report on the
development of a workplan to address these issungsio identify other stormwater issues that
exist elsewhere in the state.
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3360 — California Energy Commission

1.

On-Call Delegate Chief Building Official Contract Funding. The budget requests $1,000,000
in increased expenditure authority from the EneFggility License and Compliance Fund
(EFLCF) to provide contract funding for an On-Cla#legate Chief Building Official (DCBO).
This contract will provide DCBO support for moddikons to jurisdictional power plants
resulting from project owner filed amendments, egeacy responses, such as power plant fires,
and other small modifications. The Energy Commisdias indicated that they seek to change
from the current MOU approach to a contracted aggroto eliminate potential conflicts of
interest between the selected DCBO firms and tlogeprr owners. This approach requires
additional contract authority to execute.

Title 20 Appliance Energy Efficiency Standards — Cmpliance Assistance and
Enforcement Program Contract Funding. The budgetrequests a $100,000 increase in
expenditure authority for baseline contract fundiregn the Appliance Efficiency Enforcement
Subaccount (AEES) to support the Title 20 appliaefficiency enforcement testing contract.
This requested $100,000 augmentation in additioaatract authority will increase the testing
capacity at the contracted test laboratory anddtgract funding from $200,000 per fiscal year
to $300,000 per fiscal year.

8660 — California Public Utilities Commission

1.

Communications Licensing and Compliance ProgramThe budget requests $295,000, PUC
Utilities Reimbursement Account (0462), ongoings fvo permanent positions for the
Licensing and Compliance Program (L&C) to addreggaaded work obligations that have
resulted in work backlog issues.

Supporting Statewide PresenceThe budget requests $1,004,000 in 2018-19, witlitiadal
ongoing costs, from various funds, to lease twatamtchl office spaces in Sacramento County
for the placement of new PUC staff and the relocatf existing employees. The budget
requested $1,056,000 in January, which was subetyguerodified by an April Finance Letter
that reduced the request by $52,000 in 2018-19%424,000 ongoing. The savings come from
the expiration of an existing PUC office lease.

Water and Utility Program Audit Compliance. The budget requests $929,000 per year from
the Public Utility Commission Utilities Reimbursemeiccount (0462) to convert seven limited
term positions to permanent positions. These postwere originally provided on a limited-
term basis to address gaps in PUC’s oversight ibfieg through a State Auditor report. The
workload to ensure the PUC continues to addressatioit findings is likely permanent. As
such, it is appropriate to extend these positions.

Water Affordability for Low-Income Communities. The budget requests $294,000 from the
Public Utilities Commission Utilities Reimbursemeftcount (Fund 0462) for two two-year
limited-term positions to analyze and identify putal solutions to the growing water
affordability issue in rate-setting proceedingga#g of the PUC’s recently-opened rulemaking
R. 17-06-024.

Gas and Electric Service DisconnectionsThe budget requests $336,000 (Public Utilities
Commission Utilities Reimbursement Account) per rydar two permanent positions to
implement the requirements of SB 598 (Hueso), Ghaph2, Statutes of 2017. These positions
will support the development and administratiordetisions and a rulemaking proceeding on
disconnections, as well as ongoing work to incaapopotential impact on disconnections into
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all future General Rate Case (GRC) proceedingssdlaee new tasks for the PUC that cannot
be absorbed by existing staff, and will continu® ithe foreseeable future.

6. Residential Solar Energy Storage System Consumer &tection (AB 1070). The budget
requests $592,000 (Public Utilities Commission itiéié Reimbursement Account) for one two-
year limited-term position to implement the reqments of AB 1070 (Gonzalez Fletcher),
Chapter 662, Statutes of 2017. This request insld&0,000 in contractor funding. AB 1070
directs the PUC to develop and adjust, on an omgbiasis, a methodology that estimates
electric utility bill savings for residential cust@rs who install solar energy systems, and to
create a uniform disclosure document the solarstiglus required to present to residential
customers before the purchase or lease of a solargg system. Developing this new
methodology and disclosure requirement is new,téditerm workload that the PUC cannot
absorb with current resources.

7. Safety and Enforcement Division: Fortify Gas SafetyReliability, Rail Crossings and
Engineering, and Rail Operations Branches.PUC requests $2,205,000 from the State
Transportation Fund (0042) and the Public Utilit€®mmission Utilities Reimbursement
Account (Fund 0462) for additional operational suppand field staff in the Safety and
Enforcement Division (SED). Specifically, the requéncludes 12 new permanent full-time
positions, classification upgrade of five existipgrmanent full-time positions, and equipment,
training, and travel necessary to facilitatespections and audits, and to ensure staff
safety.

8. California Advanced Services Fund — Internet for Al Now Act (AB 1665). The budget
requests $76,554,000 from the California AdvancexiSes Fund (3141) for the following:

* Permanent funding for two Senior Telecommunicatidérgyineers to address staffing
shortfalls in the program.

* The conversion of five limited-term positions set éxpire on December 31, 2020, to
permanent positions.

* The addition of five new, permanent positions; oe& permanent half-time position; and
two new limited-term positions to implement the mates of Chapter 851.

* Funding of $2.5 million per year for consultant \sees for the statutorily required
California Environmental Quality Act (CEQA) revien¥ projects in the program.

e Ongoing funding of $72,611,000 for local assistaftzethe CASF program—an additional
seven years beyond the last approval, or until 2029

» Budget bill language authorizing a three-year ermamce period and two-year liquidation
period for local assistance funding prospectivatg &xtension of liquidation for current
appropriations.

9. California Advanced Services Fund — Spring Financé.etters. The Administration further
proposed budget bill language via a Spring Findretéer to extend the liquidation period of
appropriations made in 2015, 2016, and 2017 fos fmiogram to ensure uninterrupted
operations.

10.Building Administrative Infrastructure Core. The budget requests $2,565,000 from various
funds for 23 permanent full-time positions, tragim@nd travel to strengthen the administrative
core of the department, which supports Safety, @ohtand Procurement Services, Human
Resources (including hiring and training), and Bass Services in the areas of Facilities,
Records Management, Forms Management, Fleet Mareageand Facilities.

11.Electric Vehicle Charging Infrastructure at Public Parks, Public Beaches, and Schools
(AB 1082 and AB 1083)The budget requests $546,000 (Public Utilities Cassian Utilities
Reimbursement Account) for three one-year limitaat positions to implement the
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requirements of AB 1082 (Burke), Chapter 637, $¢stuwf 2017, and AB 1083 (Burke),
Chapter 638, Statutes of 2017. These bills createexpedited review process for applications
to install charging stations at certain public s that requires additional work at the PUC.
12.Loan Repayment ExtensionThe Administration requests the creation of a newget item to

reflect the extension of a loan repayment from Regional Railroad Accident Preparedness
Immediate Response Fund (Fund 3260) to the Caidorhgh-Cost Fund-B Administrative
Committee Fund (Fund 0470). The Governor’s budgected a loan extension for two loans
between these funds, but the proposed budgetabifjuage only reflected one loan. This is a
technical correction to address this oversight.

8660 — California Public Utilities Commission Offie of Ratepayer Advocates

1. Electric Safety Analysis.The Office of Ratepayer Advocates requests $334{@fid Public
Utilities Commission Office of Ratepayer Advocatescount (PUCORA) and two positions,
one Public Utilities Regulatory Analyst (PURA) ldnd one Senior Utilities Engineer, to
address utility safety-related workload arising nfreexpansion of existing and new PUC
proceedings. The PURA Il will provide technicalpgpwrt and assistance to an existing PURA
V on federal and state safety regulations and ptaeordination. The PURA 11l also will work
with the existing engineering staff to provide het policy, technical, and economic insights
into electric safety work. The Senior Utilities Enger will be the technical lead for ORA on
safety-related issues, particularly for electridesa and also be ORA's lead on the risk
accountability reports and risk spending reportsee DRA is adequately staffed to review and
integrate findings into natural gas reports, but ekectric safety reports. Increased staff in
electric safety will help inform safety model ass®asnt proceeding and assess the accuracy of
the utilities’ risk management. As a result, ORAlIWe able to mitigate safety risk as much as
possible without compromising cost-effectivenessvéist service rate).

2. Analysis of Community Choice Aggregation and OtherDeparting Load Programs. The
budget requests $167,000 per year from the Puliitiés Commission Office of Ratepayer
Advocates Account (PUCORA) for one permanent Pubtitities Regulatory Analyst (PURA)

V position to perform expanding workload associatéith the recent increase in departing load
programs, specifically the Community Choice Aggtema(CCA) program. The CCA program
enables cities and counties to pool resources\elole or purchase power—with an emphasis
on renewable energy. Customers are beginning tartd@pvestor owned utilities (IOUs) for
CCAs. SB 350 (de Leodn), Chapter 547, Statutes db2@nandates new requirements that
support the state's goals to increase renewabbeinass, reduce GHG emissions, and enhance
system reliability in the most cost effective manapply to all load serving entities (LSES).
Both IOUs and CCAs are defined as LSEs. The CCatedl requirements of SB 350 have a
direct and significant impact on all residentiastmmers' rates and ultimately their monthly
bills. As CCAs grow, workload associated with revieg CCAs' compliance with SB 350
requirements increases. Participation by variod®sciand counties throughout the state is
estimated to grow significantly. The PURA V willgside complex technical analyses on how
to ensure that cost allocation is fair and nondhsicratory, prepare written reports and
testimony, and testify in evidentiary hearings. THéRA V also will lead CCA project teams
and coordinate with other ORA staff regarding ORp&sitions on issues involving CCA-
related issues.

3. Electric Resource Modeling. The budget requests two Public Utilities Regulatéuyalyst
(PURA) IV positions and $307,000 from the Publidliti¢s Commission Office of Ratepayer

Senate Committee on Budget and Fiscal Review 13



Subcommittee No. 2 May 3, 2018

Advocates Account, to perform mission critical waksociated with new complex computer
simulation and modeling efforts required by the PJ@nplementation of the integrated
resource planning mandates contained in SB 350€de), Chapter 547, Statutes of 2015. Two
new PURA IV positions are necessary for ORA to ipgrate in the development and
implementation of the computer simulations and n®deeeded to identify the optimal
portfolios of resources for the state's load-seyvientities to procure, in light of the
environmental, cost, and reliability requiremergtablished in SB 350.

4. Geographical Information Systems Analysis.The budget requests a Research Program
Specialist Il (Geographic Information Systems)ifos and $142,000 from the Public Utilities
Commission Office of Ratepayer Advocate Account (RA) to perform geographical
spatial analysis work associated with evaluatinggstor-owned utility (IO0U) applications and
programs across industry areas, and measure progudtomes that impact disadvantaged
communities and low-income households.

5. Trailer Bill Proposal: Public Advocate’s Office. The Office has requested that the Legislature
update and rename the Office as the “Public AdwisaOffice” so that its name more
accurately conveys its public interest mission.e Tifice has indicated that there will be no
budget impact related to this name change.

Extensions of Liquidation: Local Park Projects.

1. Extensions of Liquidation: Local Park Projects. Requests have been made by various local
entities for liquidation extensions of state furglithey have received for individual park
projects as follows:

a. Fall River Mills Community Center Park. Extend liquidation date to June 30, 2020,
for $273,984 Proposition 84 Statewide Park Prog(&RP) to grantee, Fall River
Community Service District.

b. New Park — Western/Gage. Extend liquidation date to June 30, 2020, for $322,
Proposition 84 SPP to grantee, Los Angeles Neididmat Initiative.

c. Earth & Space Sciences Center.Extend liquidation date to June 30, 2021, fo286.
million Proposition 84 SPP to grantee, Powerhousertse Center.

d. Slausen Wall Park. Extend liquidation date to June 30, 2022, for i®lion
Proposition 84 SPP to grantee, City of Los Angel@gpartment of Recreation and
Parks.

e. Ord & Yale Park. Extend liquidation date to June 30, 2020, for réiilion
Proposition 84 SPP to grantee, City of Los Angel@sgpartment of Recreation and
Parks.

f. Nevin Avenue Elementary School Park.Extend liquidation date to June 30, 2020, for
$2.898 million Proposition 84 SPP to grantee, QifyLos Angeles, Department of
Recreation and Parks.
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g. West Lakeside Street Park. Extend liquidation date to June 30, 2020, for $4.96
million Proposition 84 SPP to grantee, City of LAisgeles, Department of Recreation
and Parks.

h. WAYS Reading and Fitness Park. Extend liquidation date to June 30, 2020, for
$842,472 Proposition 84 SPP to grantee, Heal tlye Ba

i. Rainbow Recreation Center Expansion.Extend liquidation date to June 30, 2019, for
$2.501 million Proposition 84 SPP to grantee, Cify Oakland, Public Works
Department.

j. California Trail. Extend liquidation date to June 30, 2019, for $hillion Proposition
84 Nature Education Facilities (NEF) to granteestBBay Zoological Society.

k. Looking Into Nature. Extend liquidation date to June 30, 2019, for $193,
Proposition 84 NEF to grantee, City of Torrance.

I. Jackie Robinson YMCA Teen and Family Recreation Ceter. Extend liquidation
date to June 30, 2019, for $997,987 PropositioNBE to grantee, YMCA of San Diego
County.

Staff Comment It seems that requests for liquidation extersioappen frequently, however
causes for delay are not always clear. Staff gep@pproving these requests and requiring the
Department of Parks and Recreation to provide méion regarding the status of each of the
projects listed above, any further causes for delagl estimated time of completion for phase
when the current appropriation will be expended.

Staff Recommendation:
Approve as proposed.

Senate Committee on Budget and Fiscal Review 15



Subcommittee No. 2 May 3, 2018

Issues Proposed for Discussion

2660 C\LIFORNIA DEPARTMENT OF TRANSPORTATION

The California Department of Transportation (Calfadesigns and oversees the construction of state
highways, operates and maintains the highway sysiemis three intercity passenger rail routes, and

provides funding for local transportation projecihrough its efforts, Caltrans supports a safe,

sustainable, integrated, and efficient transpamatsystem to enhance California's economy and
livability.

Budget Overview: The budget proposes $13.6 billion to support 19 50€tions at Caltrans. This is
an increase of nearly $2.3 billion, mostly due he tllocation of funds provided by the Governor’'s
Transportation Package. The budget includes $8i8rbin SB 1 funding for a variety of transportati
programs at Caltrans. This includes $1.2 billionHmghway maintenance and repairs, $400 million for
the repair of state-owned bridges and culvertsQ$&8lion for local transit projects, $250 millidior
congestion relief on commuter corridors, $200 mriliin matching funds for the Local Partnership
Program, $100 million for active transportation jpots, $25 million for freeway service patrols, and
$25 million for local planning grants, as well asaciated support costs.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201617 201718 201819 201617 201718* 201819
1830019  Aeronautics 231 240 240 $7.710 $7,226 7,299
1835010 Capital Outlay Support 71885 80236 58,0298 1,665,594 1,853,814 1,859,641
1835019 Capital Outlay Projects - - - 3,370,041 3,263,445 4,600,380
1835020 Local Assistance 246.4 269.5 268.5 1,714,935 2,727,700 3,382,979
1835029 Program Development 168.4 2242 2232 61,421 79,493 81,938
1835038 Legal 2513 276.6 2766 122,312 130,381 141,100
1835047 Operations 1.065.0 10912 10912 251,601 257,554 271,106
1835056 Maintenance 68903 61175 65215 1,445 856 1,993,189 2,188,089
1840019 State and Federal Mass Transit 59.7 62.7 62.7 151,388 277,624 200,562
1840028 Intercity Rail Passenger Program 441 437 437 212,207 451 457 575,292
1845013 Statewide Planning 650.5 703.9 702.9 131,548 153,220 160,859
1845022 Regional Planning 41.5 36.5 385 16,586 126,915 127,037
1850010 Equipment Service Program 698.6 634.6 634.6 206,270 205,441 207,276
1850019 Equipment Service Program - Distributed - - - -206,270 -205,441 -207,276
1870 Office of Inspector General - 58.0 64.0 - 9,761 11,375
9500100 Administration 15195 15355  1,5365 374,546 392,277 423,226
9500200 Administration - Distributed - - - -374.646 -392.277 -423.228
TOTALS, POSITIONS AND EXPENDITURES (All 18,866.9 19,109.5 19,517.5 $9,151,499  $11,331,784  $13,620,957

Programs)
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Issue 1: Information Technology Infrastructure Replcement |

Governor's Proposal: The Governor's budget requests a one-time increas? million in State
Highway Account (SHA) funds to develop an Informati Technology Applications Roadmap.
Additionally, the Governor proposes budget billdaage authorizing up to $12 million (one-time
SHA) to continue replacement of outdated IT infnastiure, contingent upon approval of the Roadmap
by the California State Transportation Agency (J#y the California Department of Technology
(CDT), and the Department of Finance (DOF).

This request was first heard in subcommittee onlAfr;, 2018.

Background: The 2017 Budget Act provided Caltrans $12 millmm a one-time basis to replace its
most outdated IT infrastructure that was at greatsk of failure. Caltrans is on track to compl¢te
replacement of 1,081 devices by June 30, 2018.

LAO Comments: The LAO recommends the Legislature approve th@gsed $2 million to develop
the roadmap. However, the LAO finds the proposedgbut bill language puts the Legislature in the
position of approving funds to start implementihg tRoadmap without providing the Legislature an
opportunity to first review it. Therefore, the LA@commends the Legislature reject the proposed
budget bill language and adopt language that regualtrans to submit a copy of the roadmap to the
Legislature, and then Caltrans could submit a 220 ®udget request after the Legislature has had an
opportunity to review the roadmap.

Staff Comments: Caltrans has previously developed an IT Roadmaptikying critical devices that
need replacement. This year it is developing amagud for its IT Applications. Caltrans has been
working closely with CDT and expects to complete iif Application Roadmap during 2018-19.
Caltrans would not make any purchases until thdmago is approved by CalSTA, CDT, and DOF.

Staff Recommendation: Approve as Budgeted. Adopt budget bill languageuirtng JLBC
notification prior to any budget augmentation foe teplacement of IT infrastructure.
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Issue 2: Indirect Cost Rate Proposal (ICRP)

Proposal: The Self-Help Counties are seeking an exemptiom ffull cost recovery by Caltrans for
work that Caltrans does on their behalf and insteade Caltrans only charge Self-Help counties for
direct costs or functional overhead.

Background: Caltrans does work on behalf of Self-Help Countid® develop projects on the state
highway system, in addition to cities, regionahsia and transportation agencies, certain stateces
and private entities. Caltrans recovers the cbshase services and charges these entities dhatte
covers the cost of both administrative and proghamational rates.

Several external entities have been exempt frolctdt recovery for various reasons. These include
the Bay Area Toll Bridge Seismic Retrofit, projeaitiation documents funded by local agencies (part
of a compromise when local agencies were givenifuntbr this work), and work done for the High-
Speed Rail Authority.

The Self-Help Counties are 24 local county trantgimn agencies that have passed a countywide sales
tax measure to fund transportation projects. Tloesmties are seeking an exemption from full cost
recovery for the Caltrans’ services they receiva] are requesting to only pay the direct costs.
According to Caltrans, an exemption from the adstrative portion of the indirect costs would reduce
Caltrans’ cost recoveries by $15.2 million. Thisuld be a loss of funding for the State Highway
Account that funds the State Highway Operation Bratection Program, which provides funding for
major rehabilitation of the State Highway System.

Staff Comments: Partnerships with local transportation agencies ragcessary for the success of
maintaining and developing the state highway systéns important to ensure that the entities that
partner with the state are fairly charged for tleeviees Caltrans provides. Staff recommends the
Subcommittee adopt Supplemental Reporting Langudigeeting the LAO to examine and make

recommendations regarding the ICRP rates charged, asis for charging these rates, the
appropriateness of these rates, and the ratiooakxémptions.

Staff Recommendation:
Adopt Supplemental Reporting Language.
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2740 Department of Motor Vehicles

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

Budget Overview: The budget requests $1.16 billion and 8,308 postifor 2017-18. This is an
increase of roughly $36.5 million and 37 positions.

The DMV, along with the Department of the Calif@riighway 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 Finasde/e-year projections (2018-19 through 20621
22) estimate there will be sufficient funding aabike in the MVA to pay for projected expenditures.
However, over the next few years, the MVA wouldnaerowly balanced.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201617 201718 201819 201617 201718* 201819
2130 Wehicle/Nessel Identification and Compliance  3,579.6 38804 3,903.9 3566602 $5890,535 612,287
2135 Driver Licensing and Personal |dentification 26125 21710 21830 303,159 335,484 350,477
2140 Driver Safety 1,088.9 11827 11847 128,253 133,025 133,422
2145 Cccupational Licensing and Investigative 450 4488 4433 55,430 ET 137 57,373
Services
2150 New Motor Vehicle Board 9.8 13.0 13.0 1,468 1,704 1,707
9900100 Administration 311 5743 5743 93,174 109,112 111,612
9900200 Administration - Distributed - - - 93,174 -109,112 -111,612
TOTALS, POSITIONS AND EXPENDITURES (All 83,2369 8,270.2 B8,307.7 $1,054,917 $1,117,885 $1,155,266
Programs)
FUNDING 201617 201718 201819
0001 General Fund 53,868 51,750 $3,188
0042 State Highway Account, State Transportation Fund 11,522 6,565 7,314
0044 Motor Vehicle Account, State Transportation Fund 1,008,004 1,065,017 1,096,257
0054 MNew Motor Vehicle Board Account 1,468 1,696 1,707
0064 Motor Vehicle License Fee Account, Transportation Tax Fund 13,723 16,421 18,876
0516 Harbors and Watercraft Revolving Fund 2,434 537 2,764
05390 Federal Trust Fund 28 2,810 2,780
0995 Reimbursements 13,850 14 549 14,549
3290 Road Maintenance and Rehabilitation Account, State Transportation Fund 3.760 7.8631
TOTALS, EXPENDITURES, ALL FUNDS $1,054,917 $1,117,885 $1,155,266
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Issue 1: Front End Sustainability Project |

Governor's Proposal: The budget requests $15 million MVA in 2018-19 taopgort the
implementation of the Front End Applications Susahility (FES) project. The annual amount
requested over each of the next four years wiitflate and total $89 million, which includes furglin
for three permanent positions beginning in 201848 funding for seven limited-term positions from
2018-19 through 2022-23. The budget also propo%d9H3$nillion annually beginning in 2023-24 for
system maintenance and operation.

In addition, the Governor proposes trailer billdaage to authorize DMV to charge an additional
$1 fee per transaction to the private industry ngag that work with the department to collect
registration fees. The revenue from the fee wouldlfthe business partner’s portion of the project.

This proposal was first heard in subcommittee onlAgd, 2018.

Background: Each year, the DMV issues about seven million dsM&enses and registers roughly
35 million vehicles, and collects $3.5 billion iasaciated fees. In addition, the department callantd
distributes various fees (such as unpaid parkin@aes) on behalf of local authorities and othtaites
agencies. According to DMV, its current vehicleist@tion and fee collection system, referred to as
the legacy system, is dependent on approximatelye4b old technology, which is inflexible and
fragmented leading to significant challenges.

Following the termination of the project, DMV andDT initiated efforts to complete the unfinished
upgrades to DMV'’s legacy system. This project, Brent End Applications Sustainability (FES)
project, is currently proceeding through the st&atd& project approval process and its four stages—
known as the Project Approval Lifecycle (PAL). DM¥mpleted Stage 1 for the FES project in 2016
and Stage 2 at the end of 2017. The departmeniriertly entering Stage 3 and expects to complete
Stage 4 in January 2019. As part of the 2017-1&éudhe Legislature approved up to $3.4 million to
support pre project activities related to Stage@uding the preparation of a Request for Procunam

LAO Comments: The LAO finds it is premature to approve fundimmg the remainder of the project
prior to completion of the planning process, speaify Stage 4, which DMV currently expects to
complete in January 2019. The LAO recommends thgislature adopt supplemental reporting
language requiring that DMV provide a status reportthe FES project to the Legislature within 45
days following CDT’s approval of Stage 4. At a mmim, this report should include (1) an updated
project cost and completion date; (2) terms ofwledor contract (such as key vendor responsils]itie
what options are available should the vendor tapérform, and first year project milestones); &
how the department plans to prepare employeess®otithe new system. This report would provide
the Legislature with the necessary baseline inftonato hold DMV accountable as the project
progresses.

Staff Comments: According to CDT moving forward with this requesbwd not circumvent its
review process. The intent of providing funding2@18-19 is to ensure that the procurement for this
project is not delayed assuming it clears Stageddyaar.

The proposed trailer bill language allows DMV tcagle a $1 transaction fee to recoup a portion (25
percent) of the estimated one-time project cosas llenefit private industry business partners. DMV
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estimates the business partners’ share of costkleuapproximately $19.2 million, and with a $& fe
this would be recouped in about three years. Ctlyréimis language does not have a sunset. According
to DMV, this flexibility permits DMV to collect theappropriate share of the project’s cost from
business partners should project cost change.

Staff Recommendation

Approve the requested funding and positions throggk1-22. Reject the $14.9 million ongoing
beginning in 2022-23. Adopt trailer bill languagétlwa sunset date of 12/31/2023 for the private
industry partner transaction fee.
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Issue 2: Information Technology Infrastructure Refesh |

Governor's Proposal: The Governor's budget requests a one-time opgratipense increase of $3.1
million MVA funding for the replacement of outdatedritical information technology (IT)
infrastructure equipment that has reached its dridleo(EOL) and has been identified as a priotiby
ensure continuity of business operations.

Background: DMV has a 2016-21 IT Strategic Plan that emphasilze importance of replacing IT to
keep pace with ever-evolving technology. This reseipports IT asset management through routine
replacement of EOL equipment, promotes most effealise and maintenance of assets throughout the
lifecycle, and ensures their proper upgrading,aegment and disposal. This funding is expected to
replace 113 network, servers, and storage devides.DMV will also have a vendor complete an
analysis (estimated cost of $250,000 using exisbogget authority) of all the IT infrastructure
components and develop a replacement plan that DMMise to submit a request in 2018-19 for a
permanent augmentation for the ongoing replacemesds of IT infrastructure equipment.

Staff Comments: The department has indicated that IT hardware siifstycle is about five years. As
devices on the network, server, or appliance agegsh expenditures will be needed. Many of DMV's
assets were deployed over five years ago and reammenodated significant growth. The department
has also indicated that this request will enable\Did continue replacement of its most critical agin
infrastructure. DMV has prioritized the replacensetat mitigate the risk of failure for the most
and aged devices included in the current backlog®L network, server and storage infrastructure.
The department has indicated that there will likedyfuture funding requests as additional IT haréwa
reaches EOL.

Staff Recommendation:
Approve as Budgeted.
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Issue 3: Perimeter Fencing

Governor's Proposal: The Governor's budget requests $6.1 million MV#y; the second year of
funding for the design and construction of perimé&aces at state-owned DMV field office locations.

This item was first heard in subcommittee on Apfi] 2018.

Background: 66 DMV field offices (of 170) report regular prebhs with afterhours trespassing, and
20 of those offices report serious and ongoingtheaid safety concerns resulting from these asuit

Nine fencing projects were funded in 2017-18 aD$4illion MVA; however, because the estimates
overlooked certain overhead costs the funding wdg sufficient for seven fencing projects. As a
result, the remaining two fencing projects neetiddunded in 2018-19. Also, since the approvahef t
2017-18 proposal, an additional office was deteeiito be in critical need of fencing and an office
which a replacement was proposed in the 2017-18 ywar plan is now eligible and in need of
perimeter fencing. In total, 13 projects are preubs the 2018-19 request. Upon completion, the
2017-18 and 2018-19 appropriations are expectéahtbfencing projects at 20 offices.

Staff Comments: While unauthorized after-hours access to DMV efids a serious and growing
problem, staff believes that permanent, unwelconp@gmeter fencing is not an appropriate solution.
In subsequent discussions, the department hasdagpekire overnight security guards and provide
regular cleaning services at the impacted sites thvenext two years, at which point the issue bl
revisited.

Staff Recommendation:
Approve $2.3 million ongoing for a security contratthe identified office locations.
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3360 CALIFORNIA ENERGY COMMISSION

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

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

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

Governor’s Budget: The Governor’s budget includes $384 million for popt of the CEC, a decrease
of approximately $300 million from the enacted 2dB7 budget, predominantly due to a decline in
funding for the Electric Program Investment Chargead.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201617 201718 201819 2016-17* 201718 2018-19*

2380 Regulatory and Planning 139.2 131.0 131.0 £30,996 538,543 537,864
2385 Energy Resources Conservation 1259 164.3 164.3 42,742 52,91 48,491
2380 Development 171.7 1931 1931 324,266 592,398 297,722
9900100 Administration 150.9 160.9 180.9 27,235 28,259 -
9500200 Administration - Distributed - - - -27,235 -28,259 -
TOTALS, POSITIONS AND EXPENDITURES (All 617.7 669.3 669.3 $398,004 $683,882 $384,077
Programs)
FUNDING 2016-17* 2017-18* 2018-19*
0001 General Fund 3- $15,000 3-
0033 State Energy Conservation Assistance Account -6,261 -616 359
0044 Motor Vehicle Account, State Transportation Fund 150 161 162
0115 Air Pollution Control Fund 1,405 - -
0381 Public Interest Research, Development, and Demenstration Fund 1,233 1,257 751
0382 Renewable Resource Trust Fund 23119 25,750 4,748
0465 Energy Resources Programs Account 74,180 79,924 79,021
0497 Local Government Geothermal Resources Revolving Subaccount, Geothermal 5,067 1,606 1,548

Resources Development Account
0853 Petroleum Violation Escrow Account 183 5,825 -
03890 Federal Trust Fund 15,271 13,497 13,464
0842 Special Deposit Fund 30 58 -
0995 Reimbursements 42 2,050 800
3062 Energy Facility License and Compliance Fund 3,527 3.576 4577
3109 Natural Gas Subaccount, Public Interest Research, Development, and 32,076 45,769 24,000

Demonstration Fund
3117 Alternative and Renewable Fuel and Vehicle Technology Fund 102,456 177.512 107,858
3205 Appliance Efficiency Enforcement Subaccount, Energy Resources Programs 125 1,402 1,497

Account
3211 Electric Program Investment Charge Fund 143,234 234,735 136,021
3228 Greenhouse Gas Reduction Fund - 66,000 -
3237 Cost of Implementation Account, Air Pollution Control Fund - 9,286 9,211
9330 Clean and Renewable Energy Business Financing Revolving Loan Fund 1,896 -1.910 -
TOTALS, EXPENDITURES, ALL FUNDS $398,004 $683,882 $384,077
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Issue 1: Implementation of the School Bus Retrofiatnd Replacement Program (SB 110)

Governor's Proposal: The budget requests authority for three-year fugdif $900,000 annually for
six temporary positions from the Alternative andnBweable Fuel and Vehicle Technology Fund to
develop and implement the new school bus retroiit @placement activities under the Clean Energy
Job Creation Program.

This item was first heard in subcommittee on Ma&8cB018.

Background: The California Clean Energy Jobs Act, an initiatiepproved by the voters as
Proposition 39 at the November 6, 2012, stateweateerpl election, made changes to corporate income
taxes and, except as specified, provides for thesfer of $550,000,000 annually from the General
Fund to the Clean Energy Job Creation Fund for fiseal years beginning with the 2013-14 fiscal
year. Moneys in the fund are available, upon appaitpn by the Legislature, for purposes of funding
eligible projects that create jobs in Californigpoioving energy efficiency and expanding clean eyerg
generation.

SB 110 (Committee on Budget and Fiscal Review),pi#1ab5, Statutes of 2017, established the Clean
Energy Job Creation Program with the purpose oflifum specified projects in public schools and
community colleges that create jobs in Califormigioving energy efficiency and expanding clean
energy generation. The bill provides $75 millionthe Energy Commission to provide grants or loans
to school districts and county offices of educafimnschool bus retrofit or replacement.

Staff Comments: The state has aggressive policies for expediting development of clean,
alternative, and renewable fuels and vehicle teldynes to help in meeting the state’s environmental
goals. Cleaner school buses are a top priorityHerstate. Exposure to diesel particulate mater
health hazard, particularly to children whose luags still developing and the elderly, who may have
other serious health concerns.

CEC has indicated that existing staff resourcesateurrently sufficient to effectively implemenbth
ongoing responsibilities and new school bus rdtanid replacement activities. CEC has also indicate
that school districts (especially small school ritsd and school districts within disadvantaged
communities) lack the resources and expertise sacgdo effectively apply for, administer and
implement school bus retrofit and replacement ds:

Staff Recommendation:
Approve as Budgeted.
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Issue 2: Zero Emission Vehicle Infrastructure Initiative Trailer Bill Language |

Governor's Proposal: The Administration has proposed trailer bill langa transferring $88 million
in one-time funds from the New Solar Homes Partriprdunding source for the ZEV initiative,
bringing the total available funding for the progréo $235 million. The proposed trailer bill langea
also makes a number of substantive changes to leenAtive and Renewable Fuel and Vehicle
Technology Program (ARFVTP).

The proposal for the remainder of funds for thegpam was first heard in subcommittee on March 8,
2018.

Background: AB 118 (Nuiez), Chapter 750, Statutes of 2007, teckahe California Energy
Commission's Alternative and Renewable Fuel andidkehTechnology Program. The statute,
subsequently amended by Assembly Bill 109 (Nuf€hgpter 313, Statutes of 2008, and Assembly
Bill 8 (Perea), Chapter 401, Statutes of 2013, @igbs the Energy Commission to develop and deploy
alternative and renewable fuels and advanced tostadjwn technologies to help attain the state's
climate change policies.

Executive Order B-16-12, issued in 2012, directiadiesgovernment to help accelerate the market for
zero-emission vehicles (ZEVs) in California by cadl for 1.5 million ZEVs in California by 2025 and
establishes several milestones on the pathway tbtes target. Executive Order B-48-18 updated
these goals, calling for five million ZEVs by 2036 well as 250,000 vehicle charging stations &t 2
hydrogen charging stations by 2025.

CEC administers the New Solar Homes Partnership SRHprogram, which provides financial
incentive rebates for the installation of solarrggesystems in new homes. SB 1 (Murray), Chapt@r 13
of 2006, authorized $400 million for the NSHP piagr with the goal of achieving 360 megawatts
(MW) of solar capacity installed by 2016. Accorditogthe Administration, the state has not yet rhet t
360 MW goal established in Chapter 132. Current &awhorizes CEC to spend the NSHP funds
through June 2018. The Administration estimatesttiere will be roughly $88 million available toeth
program when the program’s authorization expires.

Staff Comments: The current ARFVTP includes a wide range of aaasitincluding low carbon fuel
production, workforce training, and alternative Ifuehicles, among other uses. The proposed trailer
bill language would remove many of these activiiiedavor of a tighter focus on ZEV fueling and
support infrastructure and related spending. THec@mmittee may want to consider the proposed
changes in the context of the numerous other sid¢eywrograms that fund ZEV deployment and
infrastructure.

Additionally, staff notes that it is unclear how amumoney will be available in the NSHP to trandfer
June. The final amount may be less than the esth®88 million, which would limit funds available
for the revamped ARFVTF.

Staff Recommendation:
Hold open
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Issue 3: Building Energy Efficiency Compliance Softare Updates and Maintenance Funding
(Spring Finance Letter)

Governor’s Proposal: A Spring Finance Letter proposes a $1.5 milliooréase in baseline contract
authority from the Cost of Implementation Accouat the continual enhancement, maintenance, and
support of the Energy Commission's residential awhresidential Building Energy Efficiency
Standards (Standards) compliance software (CBECC).

Background: Energy efficiency compliance software enables ramtors, builders, architects,
engineers, and governmental officials to estimagecinergy consumed by residential and nonresidentia
buildings, and demonstrate compliance with the gyarince standards. The Energy Commission is
responsible for both the development of energyiefficy standards and maintenance of the software to
measure compliance with the Standards. As softwaphistication and functionality has grown, this
has resulted in more resources being directed tsvaaintenance of the software, and fewer resources
to develop standards that keep abreast of curdwangements, and actively encourage innovations in
building energy efficiency. Both the California AiResources Board (ARB) and the Energy
Commission have recognized energy efficiency asitecal component of reducing greenhouse gas
(GHG) emissions.

Staff Comments: The Commission has indicated that the requestesl &illion in ongoing contract
authority will be committed to maintaining the sedire and addressing the ongoing diversion of
resources so that the existing resources of $2omikkan be used for the development of energy
efficiency standards.

Staff Recommendation:
Approve as Proposed.
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Issue 4: Implementation of Electric Program Investnent Charge (Spring Finance Letter)

Governor's Proposal: A Spring Finance Letter requests a baseline isered $12 million in Electric
Program Investment Charge (EPIC) program and agtraion funds. The Energy Commission also
requests the conversion of existing technical sttgpads to fund four permanent positions to manage
the increased program funding.

Background: The EPIC program is the state's primary elecyricésearch program to evaluate,
demonstrate and deploy new and emerging clean etechnologies so the state can continue to meet
its aggressive clean energy goals. These goaledace greenhouse gas emissions and increase
renewable generation require a transformation @& é#hectricity system. Investments in energy
innovations and creativity are critical to implerhéms transition.

The Energy Commission submitted the Third EPIC fiial Investment Plan to the PUC on May 1,
2017. The PUC adopted the investment plan, inctudime budget adjustment for the inflation
escalation, at its January 11, 2018 business ngeéelable 1 below summarizes the proposed budget
authority for funding of the EPIC Third TrienniaiMestment Plan 2018-2020, and Table 2 shows the
proposed expenditures:

_ TABLE 1
Category Fiscal Year (dollars in millions)
2018-19 2019-20 2020-21 Total
EPIC Program Funding $121.868 $121.668 $121.668 | $365.004
EPIC Administration Funding & $14.353 $14.353 $14.353 | $43.059
EPIC Funding =0 $136.021 $136.021 $136.021 | $408.063
Inflation to Increase EPIC Program Funding $11.532 $11.532 $11.532 | $34.596 |
Inflation to Increase EPIC Administration Funding $.447 $.447 $.447 $1.341
Net Increase to Existing Funding $11.979 $11.979 $11.979 | $35.937
| Total EPIC Program Funding $133.20 $133.20 $133.20 | $399.60
Total EPIC Administration (10%) $14.80 $14.80 $14.80 $44.40
Total EPIC Expenditures $148.00 $148.00 $148.00 | $444.00
TABLE 2
Category Fiscal Year (dollars in millions)
_ 2018-19 2019-20 2020-21 Total
Applied Research & Development e $53.267 $53.267 $53.267 | $159.80
Technology Deployment & Demonstration $57.733 $57.733 $57.733 | $173.20
Market Facilitation $22.20 $22.20 $22.20 $66.60
EPIC Program Funding $133.20 $133.20 $133.20 | §$399.60
EPIC Administration (10%) $14.80 $14.80 $14.80 | $44.40
Total EPIC Expenditures $148.00 $148.00 $148.00 | $444.00

Staff Comments: The Commission has indicated that the proposed geumanent positions will be
paid for by converting existing technical suppoadilars, currently used for consultant contracts, to
funded positions. As the EPIC program continuegraav the CEC’s workload is likely to increase as
well. The requested staff will allow the CEC to moeffectively manage the increased program
funding.

Staff Recommendation:Approve as Proposed.
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8660 (ALIFORNIA PuBLIC UTILITIES COMMISSION

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

Budget Overview: The Governor's budget proposes $1.6 billion and’@,positions to support the
PUC in the budget year, as shown in the figureweldis is an increase of 38 positions and a dserea
of roughly $220 million from the enacted 2017-1&lget, mainly due to a decreased appropriation for
the California LifeLine Program.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201617 201718 201319 201617 201718 201819~

6680 Regulation of Utilities 4322 4123 4119 $670,692 $755,238 $761,631
6685 Universal Service Telephone Programs 36.2 33.0 386 725421 996,279 773,873
6690 Regulation of Transportation 168.5 148.6 1433 30,999 36,866 36,228
6695 Office of Ratepayer Advocates 126 4 159.0 164.9 25,144 36,263 36,957
9200100 Administration 2351 2594 3114 54,166 62,242 61,470
9900200 Administration - Distributed - - - -54 166 62,242 -61.470
TOTALS, POSITIONS AND EXPENDITURES (All 1,000.4 1,0423 10701 $1,455,256 $1,824,646 $1,608,689
Programs)

FUNDING 201617 201718~ 201819
0042 State Highway Account, State Transportation Fund 54,840 £5,360 $6.415
0046 Public Transportation Account, State Transportation Fund 6,432 7.774 7,878
0412 Transportation Rate Fund 1,692 2539 -
0461 Public Utilities Commission Transportation Reimbursement Account 14,563 17.857 18,171
0462 Public Utilities Commission Utilities Reimbursement Account 104,235 129,691 136,089
0464 California High-Cost Fund-A Administrative Committee Fund 36,880 49 247 49,256
0470 California High-Cost Fund-B Administrative Committee Fund 17,041 22330 22,333
0471 Universal Lifeline Telephone Service Trust Administrative Committee Fund 429,684 630,173 428,817
0483 Deaf and Disabled Telecommunications Program Administrative Committee Fund 51,182 54,425 64,403
0493 California Teleconnect Fund Administrative Committee Fund 94,269 153,001 128,041
0390 Federal Trust Fund 5726 8,952 9,405
0995 Reimbursements 41,670 60,544 60,844
3015 Gas Consumption Surcharge Fund 522533 562,057 562,057
3089 Public Utilittes Commission Ratepayer Advocate Account 26,144 33,263 33,957
3141 California Advanced Services Fund 96,365 77,100 81.023
TOTALS, EXPENDITURES, ALL FUNDS $1,455,256 $1,824,646 $1,608,689
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Issue 1: Aliso Canyon Update

Background: On October 23, 2015, Aliso Canyon began to leakirah gas from its underground
storage facility located near Porter Ranch, Céljpon discovery and reporting of the leak, multiple
agencies began to work with Southern California Gasipany to remedy the situation and investigate
its cause. On January 6, 2016, the Governor decthees gas leak an emergency and set forth several
orders to mitigate damage, including requiring &ewut California Gas Company to maximize daily
withdrawals of gas for use or storage elsewhepphibition of any further injection into the stgea
facility until comprehensive review of the safetlytbe wells and the air quality of the surrounding
community was completed, and ensuring that Soutlalifornia Gas Company bears responsibility
for the costs related to the natural gas leak &etigthening oversight.

On February 11, 2016 SoCalGas temporarily conttallee leak by injecting mud from a relief well
intersecting the bottom of the leaking well. Gagicontrol of the leak has drastically reduced the
amount of leaking methane. A permanent seal ofwle# was announced by the Department of
Conservation, Division of Oil, Gas, and GeotherRasources (DOGGR) on February 18, 2016.

On February 9, 2017, the PUC opened a proceedallgdcan Order Instituting Investigation; 1.17-02-
002) to determine the feasibility of minimizing etiminating the use of Southern California Gas
Company’'s Aliso Canyon Natural Gas Storage Facihtyile still maintaining energy and electric

reliability for the Los Angeles region. A final dsion in this proceeding is expected in mid-201&, b

the PUC has slated a 24-month timeframe from opewhthe proceeding in February 2017 to
complete all work.

The purpose of the proceeding is to examine thg-term viability of the Aliso Canyon gas storage
facility. The scope of the proceeding does notudel the question of whether the facility should be
reopened for injections, but rather the long-teeastbility of minimizing or eliminating the use tife
facility while still maintaining energy and electnieliability for the Los Angeles region, considternth
maintaining just and reasonable rates.

During this proceeding the facility’s operator, 8wrn California Gas Company (SoCalGas), can only
withdraw from the facility for specific purposeso@alGas must maximize usage of the other fields,
and there is a cap on what can be stored in Alibe. end result is Aliso will only be used as a last
resort for reliability purposes. Specifically:

» SoCalGas cannot inject above 23.6 billion cubit.fee

* There are specific protocols in effect defining wHgoCalGas can withdraw. SoCalGas must
limit withdrawals to times when gas is needed frability and only after all the other fields
are at full usage and steps have been taken teeemishift demand.

* SoCalGas has been directed by the PUC to maintamge capacity in their other storage
facilities to a level that maximizes the abilitytbbse fields to meet demand in the Los Angeles
Basin.

On March 2, 2018, due to lower-than-average tenipeas and heavy use of non-Aliso storage
facilities, SoCalGas requested permission to imateti begin using Aliso Canyon to manage gas
storage inventory and preserve withdrawal delivéitgbat non-Aliso storage fields. The PUC
authorized use of the Aliso facility on March 5180
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Issue 2: Military Institutions and Net Energy Metering

Proposal: This proposal includes trailer bill language tdowal military installations with eligible
distributed generation to utilize the Net-Energytéting (NEM) 2.0 tariff, essentially allowing these
electric customers to be treated similarly to otbhestomers who have on-site eligible distributed
generation under the NEM 2.0 tariff.

Background: Customers who install small solar, wind, biogas] éuel cell generation facilities, to
serve all or a portion of onsite electricity neeal® eligible for the state's net metering progriaM
allows customers who generate their own energys{tcuoer-generators”) to serve their energy needs
directly onsite, and to receive a financial crexdtittheir electric bills for any surplus energy featk to
their utility. Participation in the NEM does nomit a customer-generator's eligibility for any eth
rebate, incentive, or credit provided by an eleattility.

The current NEM program was adopted by the Comuomisen January 28, 2016, and is available to
customers of PG&E, SCE and SDG&E. The current Nifdgram went into effect in SDG&E's
territory on June 29, 2016, in PG&E's territory@ecember 15, 2016, and in SCE's territory on July 1
2017. The program provides customer-generatorsdtdil rate credits for energy exported to thigl gr
and requires them to pay a few charges that aligMMustomer costs more closely with non-NEM
customer costs, such as a one-time interconnei@eand non-bypassable charges.

Currently, military installations with on-site elde distributed generation are excluded from zitily
the NEM 2.0 tariff. The proposed trailer bill larage would allow military installations with elig#bl
distributed generation to utilize the NEM 2.0 thrdssentially allowing these electric customerd¢o
treated similarly to other customers who have oa-aligible distributed generation under the NEN 2.
tariff.

Staff Comments: Staff has no concerns with this proposal and PeCraised no concerns.

Staff Recommendation:
Approve as Proposed.
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Issue 3: California Public Utilities Commission @&omance, Accountability, Training, and
Transportation Oversight Act of 2017 (SB 19), artdeiggthening the Transportation Enforcement
Branch (Spring Finance Letter)

Governor’'s Proposal: The budget requests the elimination of ongoing @mpations in the
Transportation Rate Fund (TRF, Fund 0412) and l4ate@ positions, as well as the transfer of
$750,000 from the TRF to the Household Movers FiidF), in the Professions and Vocations Fund
to fund new responsibilities at the Department oh§umer Affairs (DCA). These changes are intended
to enact the requirements of SB 19 (Hill), Chapgt2t, Statutes of 2017. The Administration has also
proposed trailer bill language making several tezdirchanges required to implement the provisidns o
SB 19.

Additionally, a Spring Finance Letter requests $2ilion from the PUC Transportation Rate Account
(PUCTRA) for:

» Five new permanent positions ($975,000) to enhanf@rcement and leadership of the branch.
e $1.4 million that will be spread across 40 existisigff that previously worked on both
transportation and household goods movers-relatas.

Background: Under SB 19 (Hill), Chapter 421, Statutes of 20f&gulation of household goods
movers will be transferred from PUC to the Departtma Consumer Affairs (DCA) on July 1, 2018.
Accordingly, the Governor’'s January budget includepdroposal to eliminate all $2.2 million in TRF
funding for PUC, and to reduce TEB by 11 positignsth similar increases in DCA). Under the
January proposal, the passenger carrier regulagsponsibilities associated with these 11 positions
would be absorbed by the remaining existing PU®,sdiad TEB would retain $602,000 of PUCTRA
funding currently associated with these positions.

This additional funding requested in the Springakice Letter would increase PUC’s licensing and
enforcement resources, which is consistent withrétemmendations made in an independent report
that was completed in 2017 as required by the lagi®e.

Staff Comment: The 2017 independent report found the PUC’s Trartapon Enforcement Branch,
“severely understaffed and lacks the resourcesPaid visibility it needs to perform successfully.h&
report recommended adding positions to bring tHereement ratios to one enforcement staff per 176
licensed carriers, and one licensing staff to Gdénked carriers. Approval of this proposal would
change the ratios to one enforcement staff perl@é@sed carriers, and one licensing staff per 287
licensed carriers. Approval of this proposal wolitthg PUC closer to implementing the recommended
staffing levels that the 2017 report identified reecessary for PUC to fulfill its statutorily reged
responsibilities regarding transportation carrseersight

Staff Recommendation:
Approve the January request and trailer bill laryguas proposed. Approve the five positions and
associated funding, and $776,000 in PUCTRA fundébgted to the April Finance Letter.
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Issue 4: Electric Transmission Rates Advocacy

Governor's Proposal: The budget requests $1,511,000 (Public Utilitiesm@8unssion Utilities
Reimbursement Account) for ongoing consulting c§$800,000) and for five additional positions to
advocate for California ratepayers at transmissiate proceedings before the Federal Energy
Regulatory Commission (FERC) and the Californieelpehdent System Operator (CAISO).

This proposal was first heard on March 8, 2018.

Background: California Public Utilities (PU) Code 8451 requir® PUC to ensure that electric rates
paid by ratepayers are "just and reasonable.” Rdoelectric restructuring on January 1, 1998,
California investor-owned utilities were verticaliptegrated, with generation, transmission, and
distribution under rate regulation by the PUC. Asesult of California electric industry restructugi

the Federal Energy Regulatory Commission (FERC)jhasdiction over the transmission rates that
must be borne by California ratepayers in utiliter cases, while the PUC approves the electric
generation, distribution, and customer service costponents of utility rates.

PU Code Sections 307, 365, and 451 imposes on Ul tRe duty to intervene in transmission rate
cases at FERC to help ensure the FERC-authorizesl aae just and reasonable before they are passed
through to California ratepayers. Once FERC autberthe utilities to recover transmission codts, t
PUC has no independent authority to change FERKeared rates. Accordingly, the PUC's General
Counsel or their designees represent the PUC ilmusarcases at FERC and other decision-making
proceedings. Consultants and the PUC Energy Divisoalysts perform technical research and
discovery for the assigned legal staff, prepargniesmy as expert witnesses in FERC transmissian rat
cases and support legal staff with research itesetint negotiations.

Staff Comment: Approval of this request will help PUC to ensuagepayers obtain the best value for
their transmission rate dollars. The subcommittes mish to monitor the outcomes provided by the
addition of these resources. To do so, it may wostdopt placeholder trailer bill language thatuiesg
the PUC to report annually on the following:

» The number of cases in which the PUC participates.

* The amount of ratepayer monies saved through cagatibn by providing the transmission
owner’s original requested Transmission RevenuauRement (TRR) and the FERC-approved
TRR.

* The nature of PUC’s involvement in each case, fangle a description of issues litigated such
as return on equity, tax issues, depreciation,-gbservice ratemaking, and assumptions for
justifying project needs.

Staff Recommendation:
Approve as Budgeted. Adopt proposed placeholdéetttaill language.
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Issue 5: Maintain Energy Division Compliance with Aidit and Statutory Requirements for
Balancing Account Reviews (Spring Finance Letter)

Governor's Proposal: A Spring Finance Letter requests, for the PUC,08300 from the Public
Utilities Commission Utilities Reimbursement AccoPUCURA), to make permanent, two limited-
term Public Utilities Regulatory Analyst (PURA) Ipbsitions set to expire June 30, 2018, to continue
to perform balancing account reviews.

Background: Balancing accounts are accounting mechanisms lngedilities to track specific costs
and related revenue collection. A balancing accounst be approved by the PUC. The primary
purpose of a balancing account is to ensure thatdipg on a utility program or project matches what
the PUC authorized. If the utility over-collects finat program or project, the funds are returreed t
ratepayers. If the utility under-collects, they canover the additional authorized costs in funates.
Currently, there are more than 240 balancing adsoaeross all California electric and gas utilitiep
from around 210 in 2014.

In 2014, the State Auditor found that the PUC laalequate processes to provide sufficient oversight
of utility balancing accounts to protect ratepaykosn unfair rate increases. As a result, in 2065-1
funding to hire two PURA IV was approved for a #gwgear limited-term to conduct in-depth reviews
of gas and electric utility balancing accounts.2Bil6, the Legislature passed AB 2168 (Williams),
Chapter 805, Statutes of 2016, codifying the reqnent that the PUC conduct these reviews.

Staff Comments: The PUC has had responsibility for performing balag account reviews since the
passage of AB 2168. The limited-term positions aped in 2015-16 allowed the PUC to perform
roughly 20 balancing account reviews per ydaranting this request will allow these reviews to
continue per the PUC’s statutory obligations.

Staff Recommendation:
Approve as proposed.

Senate Committee on Budget and Fiscal Review 34



Subcommittee No. 2 May 3, 2018

Issue 6: Natural Gas Core Transport Agency ConsumelProtection (Spring Finance Letter) |

Governor's Proposal: A Spring Finance Letter requests, for the PUC 3300 from the PUCURA for
one permanent Public Utilities Regulatory Analyst implement newly defined and magnified
registration and consumer protection duties, sethfen a recently issued Commission decision
regarding gas Core Transport Agents (CTAS).

Background: CTAs are non-utility, privately-owned, natural gsexvice providers that operate from
both inside and outside the state of Californiaeylpurchase natural gas and sell it directly to
residential and commercial customers (also knowfcase" customers), transporting natural gas over
the utility-owned pipeline system. CTAs serve ng@0 percent of PG&E's core load, seven percent of
SoCalGas’s load and 11 percent of SDG&E’s load eetsgely. Currently, 34 CTAs operate in
California. CTAs claim to sell natural gas to cusags for a lower price than utilities.

SB 656 (Wright), Chapter 604, Statutes of 2013uiregl the PUC to extend registration, oversightl an
consumer protection over CTAs. While the PUC laekglence of lower cost natural gas service for
California customers, the PUC does, however, hawdeace of customer complaints and fraudulent
and deceptive business practices by CTAs. There baen incidents of CTAs switching customers'
natural gas service provider, from utility servioeCTA service, without permission. Further evidenc
collected by the PUC shows that CTA deceptive lassirpractices often occur in low-income and non-
English speaking communities.

Staff Comments: The Commission has indicated that it absorbedwbekload necessary to begin
implementation of SB 656. The Commission has furihdicated that it can no longer absorb this
workload as the CTA sector continues to grow. Siatfs this request generally reasonable due to the
growing and likely ongoing nature of the workloastassary to continue to regulate the CTA industry.

Staff Recommendation:Approve as Proposed.
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Issue 7: Maximize Federal Litigation Outcomes (Spng Finance Letter)

Governor's Proposal: A Spring Finance Letter requests, for the PUC, $389 per year for two years
from the Public Utilities Commission Utilities Relmarsement Account for two Public Utilities Counsel
lll to defend or further in federal court litigatip the PUC's implementation of federal and state
legislation, policies, and rules; safety, consumpeatection, and environmental enforcement actions;
and ratepayer and state economic interests.

Background: Within the past four years, the PUC has been wraslin an unprecedented number of
federal court cases, with more cases filed withhesecceeding year. Moreover, the current federal
administration has declared energy, communicatiand,tax policies in tension with state policiasd a
the PUC is challenging or is preparing to challetigese policies in federal courts. Examples of ¢hes
cases include topics such as net neutrality, teatrirent of utility tax expenses, net metering,
transportation network carriers, and cost decisretated to the 2007 San Diego wildfires.

Staff Comments: The Commission has indicated that over the lastvievenonths, the current legal
supervisor and two attorneys have been regularhkiwg anywhere from 50 to 100+ hours in excess of
monthly minimum requirements. In addition, it magy toted that the Commission has been drawing on
attorney resources from other sections of the LBgakion—other attorneys contribute a small partio
of their time to support the federal litigation ebmad, in addition to balancing their other case)dzsy
deprioritizing assignments for which they must rasuresponsibility after supporting federal
litigation’s most pressing needs. The Commissias &lso been filing requests for extension to meet
filing deadlines or negotiating extensions of titaditigate cases.

Although there is an upward trend in the voluméeheffederal litigation workload at this time, wemwa

to make sure the federal workload does not drop Btfrthermore, there can be great variabilityh@ t
workload burden among cases. For example, sonmes gagolve discovery, which is an extremely
time-consuming, detail-oriented endeavor, and diegodisputes can even be so protracted as to be a
case-within-the-case that lasts for over a yederotases do not involve discovery. Staff belidhes

it would be appropriate, therefore, to track theéefal litigation workload for a period of two years
order to better determine the need for permanesitipns. According to PUC, current staff levels are
inadequate to support this workload, and losingaart will negatively affect California’s abilityot
realize executive and legislative goals.

Staff Recommendation:
Approve as Proposed.
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Issue 8: Gas Safety, Policy, Reliability, and MarkieMonitoring

Governor's Proposal: A Spring Finance Letter requests, for the PUC 4%2@0 from the PUCURA for
one permanent Public Utilities Counsel Il to sug@amiditional workload around natural gas issues.

Background: The PUC regulates natural gas utility servicedpproximately 10.8 million customers
that receive natural gas from Pacific Gas and Be{PG&E), Southern California Gas (SoCalGas),
San Diego Gas & Electric (SDG&E), Southwest Gasl, several smaller natural gas utilities. In recent
years, workload has increased, resulting from:

» Natural gas reliability issues that have arisethmaftermath of the Aliso Canyon Gas Storage
methane leak in October 2015. Ruptures on integas transmission lines serving Southern
California.

* Natural gas transmission market monitoring necatesit by the Southern California gas
shortages and pipeline ruptures.

» State and federal gas transmission and distribuéitncases.

» Costs associated with state and federal gas s&fgtyation, enforcement, and investments.

Staff Comments: The PUC has indicated that there is currentlynglsiattorney staffing natural gas
issues on a full-time basis. Over the previous ywars diversion of advisory attorney resources from
other mission critical matters to natural gas issh&s increased to approximately 50-200 attorneysho
per month. These diverted attorney hours have Heditated to addressing increasing basic, day-to-
day gas operations and reliability issues, at ts of other important legal work ongoing at the@RU
The requested positions will work with the existiagblic Utilities Counsel on issues to help engas
reliability and to monitor the gas supply and trarssion markets. Staff finds this request generally
reasonable.

Staff Recommendation:
Approve as Proposed.PUC
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