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Vote-Only Calendar — Approve as Budgeted
0540 Natural Resource Agency

Issue 1 — San Joaquin River Restoration Settlement |

Governor’s Proposal. An April 1% Finance Letter proposes $20.5 million of Proposit84 funding
for the implementation of the San Joaquin Rivert&®asion Settlement (SJRRP). The funds will be
used to reimburse interagency agreements with #tiéo@ia Department of Water Resources (DWR)
and the California Department of Fish and Wildli2FW) for work related to the implementation of
the San Joaquin River Restoration Project.

Background. The SJRRP was established pursuant to a settleme@ictober of 2006, of litigation
related to the long-term water supply contractshm Friant Division of the Central Valley Project.
Proposition 84 allocated $100 million to the Semmgtof Natural Resources for the purpose of
implementing the court settlement to restore floarsd naturally-producing and self-sustaining
populations of salmon to the San Joaquin River betwFriant Dam and the Merced River. The
Natural Resource Agency administers the ProposBiriunding through an interagency agreement
which reimburses DWR and DFW for work related t@iementing the SJRRP.

Issue 2 — Climate Change Scoping Plan ImplementatoNatural and Working Lands

Governor's Proposal. An April 1% Finance Letter proposes $675,000 from the Cost of
Implementation Account to develop a baseline amalykstatewide natural and working lands carbon
emissions, carbon sequestration potential, asagathanagement and biomass utilization activitias th
can be employed to meet California’s target of mgengathese lands as a resilient net carbon sink.

Background. This proposal will help implement the Air ResowcBoard's 2017 Scoping Plan.
California does not currently have the analyticall$ available or processes in place to produce the
business-as-usual carbon emission projections nejloy the scoping plan. The state also does not
have in place a consistent analysis of the effettsarious land management strategies on future
carbon and emission trends.

2660 Department of Transportation

Issue 1 — Claims Payment Increase

Governor's Proposal. The budget requests a one-time operating expewsease of $5,515,000 in
State Highway Account (SHA) Funds for fleet inswartosts. The Department of General Services'
(DGS) Office of Risk and Insurance Management (ORibtently notified Caltrans that the motor
vehicle insurance premium assessment cost wilkass by $5.5 million during Fiscal Year 2017-18.
This one-time funding increase is necessary fotr@ad to align its insurance budget to actual costs
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Issue 2 — IT Infrastructure Refresh |

Governor's Proposal. The budget requests one-time funding of $12 mmil({Btate Highway Account)

to replace outdated information technology infrastiire equipment that has reached its end of life.
Caltrans and CDT have both indicated that thisesdfris necessary to maintain basic operationsein th
Caltrans system, regardless of future technologyages or changes in system architecture. This item
was heard in Subcommittee No. 2 on March 23rd.

Issue 3 — IT Enterprise Security

Governor’s Proposal. The budget requests $4 million (State Highway Actpand six permanent
positions to create, implement, and administerltiiermation Technology Cyber Security Program.
CDT has reviewed the request and determined thathbth an appropriate request and is generally
consistent with existing statewide cybersecuritiigees. This item was heard in Subcommittee No. 2
on March 23rd.

2720 California Highway Patrol

Issue 1 — Capital Outlay: California Highway Patrol Enhanced Radio System (CHPERS) |

Governor's Proposal. The budget requests $1.9 million (Motor Vehicle céant) to for the
construction phase of the CHPERS project. Two CHPpRjects, Crestview Peak and Silver Peak,
have experienced project delays and cost increat®ed to design changes required by the US Forest
Service to mitigate the impact of the projects aatidhal Forest land, and to preserve views of the
peaks.

Issue 2 — Privacy and Risk Management Program

Governor’s Proposal. The budget requests 12 permanent positions, mwibeld-term positions, and
$1.8 million (MVA) to establish a Privacy and Riskanagement Program to protect personally-
identifiable information stored in CHP systems. Hepartment is required to maintain the integrity o
any personally identifiable information (PIl) it leects to protect individuals against identity thef
Recent security assessments have identified signifigaps in CHP’s cybersecurity efforts as they
pertain to privacy protections and risk managememg have identified specific areas where
improvement is needed.

2740 Department of Motor Vehicles

Issue 1 — Data Center Cost Increase

Governor's Proposal. The budget requests $7 million Motor Vehicle Acebin FY 2017-18 and
ongoing to cover increased data center costs. SK¥Xe2012-13, the data centers authorized
expenditures has been approximately $39.6 millidnis was sufficient to cover the actual data center
costs through FY 2014/15. Beginning in FY 2014-t%e department's data center costs increased
significantly to $46.8 million, and increased agdm $51.7 million in FY 2015-16. While the
department has been able to temporarily redireeisuo cover these additional expenditures the DMV
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is no longer in a position to continue to do soe DMV projects a deficit of $7 million in FY 20181
and ongoing for its data center costs.

Issue 2 — Capital Outlay Proposals

Governor's Proposal: The Governor’s budget provides about $22 millimnfrthe MVA to initiate or
continue several DMV field office replacement arghavation projects. Specifically the budget

includes:

1.

San Diego (Normal Street) DMV Field Office Replaceent. The budget requests $1.5
million (MVA) to continue the previously-approveddD6-17 Capital Outlay BCP to
execute an on-site replacement of the San DiegonBloBtreet Field Office. The planning
phase was approved and funded in 2016-17, witlcdmstruction phase to be funded in
2018-19. Total project cost is estimated to be 1BHRoN.

Inglewood Construction Phase.The budget requests $15.1 million (MVA) to fund th
construction phase of the Inglewood Field Officgoleaeement Project. The planning phase
was approved and funded in 2015-16 and the wordtnagvings phase in 2016-17. Total
project cost is estimated to be $17.2 million.

Oxnard Field Office Renovation. The budget requests $418,000 (MVA) to fund the
preliminary plan phase for a reconfiguration andokation project at the department’s
Oxnard Field Office. The department has indicateat this work is required to address
several infrastructure and code deficiencies. Tlepadment will request a further
$394,000 in 2018-19 for working drawings and $5lionl in 2019-20 for construction.
Total project cost is estimated to be $5.8 milliBecause the project will involve a lengthy
closure of the Oxnard Field Office, the departmeititsubmit a future request for funding
for temporary space in 2018-19.

Statewide Planning and Site Identification.The budget requests $750,000 (MVA) for
statewide planning and site selection activitieglemtify suitable parcels for replacing two
field offices, and to fund planning studies for ttveo replacement projects and three
reconfiguration / renovation projects. It also udeds a request for provisional language to
allow an augmentation of up to $1 million for puask options on the identified parcels,
should such an option be necessary.

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

3360 California Energy Commission

| Issue 1 — One-time Authority for Unspent PIER Natual Gas Funds

Governor's Proposal. The budget requested $5.9 million in one-time exiitere authority from the
PIER Natural Gas Subaccount, to be spent in a namomsistent with the Supplementary Reliability
and Climate Focused Natural Gas Budget Plan sutmnitt the PUC earlier this year. The PUC voted
to approve the submitted plan on April 27th.
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Issue 2 — Technical Adjustment to PIER Proposal |

Governor’s Proposal. The Energy Resources Conservation and Develop@entmission (Energy
Commission) requests a technical correction to Plblic Interest Research, Development, and
Demonstration (PIER) Natural Gas Subaccount apjatgn in the amount of $859,000 ongoing. This
correct an inadvertent reduction of $859,000 relédePro Rata assessments.

Issue 3 — Title 20 Appliance Energy Standards Enfaement |

Governor’s Proposal. The Energy Resources Conservation and Develop@entmission (Energy
Commission) requests three permanent positions $&tl,000 from the Appliance Efficiency
Enforcement Subaccount (AEES) to support the BifleAppliance Efficiency Standards Compliance
Assistance and Enforcement Program. SB 454 (Pavehgpter 591, Statutes of 2011 authorized the
Energy Commission to establish an administrativiereement program for violations of the Energy
Commission's appliance efficiency standards, wéhatties up to $2,500 per violation. The requested
staff resources will conduct manufacturer test tatoyy audits, provide compliance assistance and
education to the regulated industries on how toptgmwith the Energy Commission's regulations, and
support the growing program infrastructure. The G&s@imates that these positions will generate an
uncertain, but potentially significant, level ofdaimonal revenue in the form of additional finesikd

on non-compliant appliance manufacturers.

Issue 4 — ERPA Expenditure Realignment

Governor’s Proposal. The budget requests a reduction of $15.4 millimmf the Energy Resources
Programs Account (ERPA), offset by increases taumber of other funds, to better balance ERPA
expenditures and align funding with program aaegit The proposed budget changes take important
steps towards ensuring its long-term financial iitgbHowever, the proposed budget still resufisai
structural deficit of roughly $8 million per yeakt the current rate, the ERPA is projected to have
negative fund balance by 2019-20. As such, smhlldget fixes are no longer sufficient to ensure the
long-term viability of the fund. Staff will work tdevelop reporting language asking CEC to produce a
plan to bring the ERPA into balance in time for sidleration as part of the 2018-19 budget.

3540 Department of Forestry and Fire Protection

Issue 1 — Mount Bullion Conservation Camp: EmergencSewer Replacement — Reappropriatiod

Governor's Proposal. An April 1% Finance Letter proposes the reappropriation otlifug for the
preliminary plans, working drawings, and constrmctiphases of the Mount Bullion Conservation
Camp Emergency Sewer System Replacement Project.

Background. This project will replace the sewage disposal systéé Mount Bullion Conservation
Camp in Mariposa County. The project is delayed wuthe length of time it took for the Regional
Water Quality Control Board’s review of the prelmary plans. The 2016 budget act appropriated
$833,000 for the three phases of the project ifiedtin this request.
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Issue 2 — Badger Forest Fire Station: Replace Faityt

Governor’s Proposal. An April 1* Finance Letter requests the reinstatement of simval language
that was omitted in the Governor’s budget to atig;m encumbrance expiration date of the project with
the project’s other chaptered schedules and addslatd provisions related to the issuance of lease-
revenue bond funds for state projects.

3720 California Coastal Commission

Issue 1 — Protect Our Coast & Oceans Program

Governor's Proposal. The Governor's budget proposed a one-time apatigmiof $271,000 from the
Protect Our Coast and Oceans Fund for local assistéo support the Whale Tail Grant Program
($206,000) and to promote the Protect Our CoastCaahns Fund ($65,000).

Background. The Coastal Commission's Public Education Prograsmbeen operating the Whale Tail
Grants Program since 1998. Types of projects thae lbeen funded by Whale Tail grants include
school programs emphasizing stewardship of thetcaad ocean, marine science summer camps,
community and student-led coastal habitat restamatrips to the beach for children from inland and
underserved communities, coastal and waterway gfesganocean-related museum exhibits, water
pollution prevention programs, and beach wheelghaichases.

The Protect our Coast and Oceans check box on #i#o@ia state tax return form was created
pursuant to AB 754 (Muratsuchi), Chapter 323, $éstwof 2013. Besides administrative expenses,
money from the Protect our Coast and Oceans gotfget@alifornia Coastal Commission to support
eligible programs awarded grants under the seledtitteria established by the California Coastal
Commission for the Whale Tail Grants Program. $¢atequires that the check box funds on the state
tax return obtain contributions exceeding $250,080year (adjusted annually for inflation) in order
continue to exist. The consequence of not invesitingutreach and marketing is not only the lost
opportunity for additional contributions, but thetential loss of this fund altogether.

3780 Native American Heritage Commission

Issue 1 — Sacred Lands File Research and Consulati

Governor's Proposal. An April 1% Finance Letter proposes $254,000 General Fund thred
positions in 2017-18, and $485,000 ongoing, to esklincreased work load of Sacred Lands File
(SLF) research and consultation, and trailer lafiguage to authorize the Native America Heritage
Commission (NAHC) to establish fee to recover tbsts of providing services.

Background. AB 52 (Gatto), Chapter 532, Statutes of 2014, aredritie California Environmental
Quality Act (CEQA) to create a separate categorguttiural resources, tribal cultural resourcesheo
considered when determining environmental impa€tt€BQA projects on resources. As a result of
AB 52, the NAHC has seen a drastic increase inastgufor assistance, particularly requests for
searches of the SLF and for tribal consultationacirists. Between 2014-15 and 2015-16, the NAHC
experienced an increase of over 67 percent in $aFches. Additionally the implementation of AB 52
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has elevated the profile and importance of the NARI@he CEQA process, which has only served to
accent both the need for the adoptions of formgulagions for the SLF as well as the NAHC's
workload challenges in the corresponding area®wiptiance and non SLF regulation development.

The trailer bill language would allow the NAHC tetablish a fee to offset the costs of the program,

which it has determined would begin at $150 per .Stite NAHC projects annual revenues to be
approximately $862,000.

3860 Department of Water Resources

Issue 1 — Reappropriations, Extension of Liquidatia Periods, and Technical Adjustment

Governor's Proposal. An April 1% Finance Letter proposes the reappropriation ofvipus
appropriations from the Greenhouse Gas Reductiond,F&Proposition 13, Proposition 84, and
Proposition 1. Reappropriations of the funds aitécal for completion of various studies and prige
with funding that cannot be completely committed June 30, 2017. Allowing additional time for
commitment will ensure that the progress made anelstment to date of will not be lost.

The proposal also request for extension of thedapion period of a couple of previously appropeaht
General Fund, Environmental License Plate Fundp R&) Prop 50, and Prop 84 dollars. For these,
the agreements are already in place, but moreimeeded for recipients to complete work, submit
invoices, have those processed by the state, anddhhave the state make payments.

The proposal also requests the reversion of unbakhces from previously appropriated Proposition
13 and Proposition 50 funds.

3940 State Water Resources Control Board

Issue 1 — Funding for Fish Consumption Advisories

Governor’s Proposal.An April 1% Finance Letter proposes a funding shift of $380,86m the State
Water Quality Control Fund - Cleanup and Abatem&otount to Waste Discharge Permit Fund to
pay for fish consumption advisory services providigdthe Office of Environmental Health Hazard
Assessment.

Background. This Finance Letter corrects a technical erroraimelated budget change proposal

included in the Governor's budget, which identifidet wrong funding source for the proposed
activities.

8660 California Public Utilities Commission

Issue 1 — California High-Cost Fund A |

Governor's Proposal. The budget requests an increase of $6.1 millidiegal assistance funding for
the California High Cost Fund A to provide ten siabcal Exchange Carriers (LECs) with the
financial support necessary to keep rural teleprameice rates affordable and comparable to rates
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paid by customers who live in urban areas. Thiseia®e is due to greater projected support for
telephone corporations related to Generate Rate @aseases due to inflation and labor costs,
increased broadband investment, and increased ngin@iquirements due to reductions in federal
subsidies. This item was first heard by Subcommiie. 2 on March 9th.

Issue 2 — California Teleconnect Fund — Complianc®versight and Administration

Governor's Proposal. The budget requests an increase of $3.6 millimmfrthe California
Teleconnect Fund Administrative Committee Fundnplement recently-adopted program reforms
and to better enforce program eligibility requirense This includes $240,000 per year for two new
permanent positions and $3.4 million for consultiogts. This item was first heard by Subcommittee
No. 2 on March 9th.

Issue 3 — Internal Audit Positions

Governor's Proposal. The budget requests $266,000 (Public Utilities @ussion Utilities
Reimbursement Account) for two permanent audit tis to augment existing staff in the PUC’s
Internal Audit unit. PUC has provided additionalrdload justification for these positions, and CDT
has indicated that the proposed IT auditing wortlgaappropriate and a necessary complement to
CDT’s annual IT audits. This item was first heaydSubcommittee No. 2 on March 9th.

Issue 4 — Safety Assurance of Electric and Commuration Infrastructure

Governor's Proposal. The budget requests $716,000 (Public Utilities @uassion Ultilities
Reimbursement Account) per year for six permanermfineering positions in the PUC’s Electric
Safety and Reliability Branch. This item was fingtard by Subcommittee 2 on March 9th.

Issue 5 — Extension of Appropriation for Energy Crsis Litigation

Governor’s Proposal. The budget requests budget bill language to regpte funds in the Public
Utilities Commission Utilities Reimbursement Accouor two years to continue contracts for legal
services from outside counsel to represent the RWCongoing Federal Energy Regulatory
Commission proceedings related to the 2000 enetgig.c

Issue 6 — Federal Trust Fund FTA Grant Appropriation Increase

Governor's Proposal. The budget requests a budget year augmentati®2.@f million in Federal
Trust Fund authority to allow CPUC to utilize fedeformula grant funding authorized through the
Moving Ahead for Prosperity in the 21st Century (FH21) Act and the Federal Transit
Administration (FTA). Additionally, CPUC request® aut-year baseline budget increase of $3.2
million in Federal Trust Fund authority to allowntmued use of grant funding.

Issue 7 — Reimbursement Authority to Contract for Network Engineering Consultants |

Governor’s Proposal. The budget requests a reappropration of $500,@00lic Utilities Commission

Utilities Reimbursement Account) to obtain consigtservices to assess local exchange carrier servic
guality, as directed by PUC Decision 13-02-023 @0PUC was given $500,000 for this purpose in
the 2016-17 budget, but delays in the contractioggss have put PUC’s ability to complete the work
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before budget authority expires in question. PU@cuesting to reappropriate the budgeted funds to
allow PUC to perform the required work by June 31 8.

Issue 8 — PUC Intervenor Compensation (SB 512) |

Governor’s Proposal. The budget requests $322,000 from the PublictlgsliCommission Utilities
Reimbursement Account for three permanent positiongmplement SB 512 (Hill), Chapter 808,
Statutes of 2016, which expands the obligation péialic utility to pay intervenor fees to an eligb
local government entity and makes a variety ofdpamency-focused changes to PUC procedures. This
item was first heard by Subcommittee No. 2 on M&ith

Issue 9 — Cybersecurity Defense |

Governor's Proposal. The budget requests $665,000 (Public Utilities @uassion Ultilities
Reimbursement Account) for four new permanent posstto establish a Cyber Security Utility
Regulatory Group at the PUC. SB 17 (Padilla), Caaf3R7, Statutes of 2009 required the PUC to
work with stakeholders to determine requirements udblity Smart Grid deployment plans. The
deployment plan requirements included cyber secarid cyber security strategy. Subsequently, SB
1476 (Padilla), Chapter 497, Statutes of 2010, igexl rules to protect the privacy and security of
customer data generated by advanced meters. ThehB&{Ddicated that their existing regulatory and
IT units lack the technical knowledge necessargdiablish standards for utility cybersecurity and t
review these requests for reasonableness and ifegsibhis item was first heard by Subcommittee
No. 2 on March 9th.

Issue 10 — Enterprise Risk and Compliance Office

Governor's Proposal. The budget requests $696,000 (Public Utilities @uassion Utilities
Reimbursement Account) for five permanent positionsluding one Career Executive Assignment B
(CEA-B), to establish an Enterprise Risk and Coamgde Office (ERCO).

Issue 11 — Office of Ratepayer Advocate (ORA): Saferinking Water

Governor's Proposal. The ORA requests two positions and $230,000 (PUSOR evaluate the
treatment of emerging water contaminants, the effettiveness of new water treatment technologies,
and the ratepayer impact of water utility acquisii. State policy requires that all Californianséha
access to safe, clean, affordable drinking watdA(plays an important role in ensuring that the
largest water utilities in the state provide sudeevice.

Staff Recommendation:
Approve All ltems Above as Budgeted
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Vote-Only Calendar — Reject

8660 California Public Utilities Commission

Issue 1 — Office of Ratepayer Advocate: Communicains Office |

Governor's Proposal. The ORA requests two positions (including one CBAand $299,000
(PUCORA) to establish a communications office tovile media outreach and ratepayer information
services. ORA currently has no dedicated resouccpsovide information and assistance to the public
media and other interested stakeholders. Exigtiaff cover this function upon request, redirecting
time away from their core responsibilities as eegns, economists, and other technical positions.
While ORA has a responsibility to represent ratepayn regulatory proceedings, they have no such
statutory responsibility to attend the workshopsblig hearings, and similar events that ORA has
indicated the positions will attend. ORA should ksestatutory authority to do so if they intend to
expand their public-facing role. This item wastfineard by Subcommittee No. 2 on March 9th.

Issue 2 — Website Publication of Contract and DGS édit Information (AB 1651)

Governor’s Proposal. The budget requests $107,000 per year from atyasfespecial funds for one
permanent Associate Governmental Program Analysttipo to publish contract information and
audit results on the public PUC website as requiedB 1651 (Obernolte), Chapter 815, Statutes of
2016. The workload justification provided by PUCedmot support an additional position. The work
appears minor and can be done by existing PUC. dtai$ item was first heard by Subcommittee No.
2 on March 9th.

Staff Recommendation:
Reject the proposals.
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Vote-Only Calendar — Modify

8660 California Public Utilities Commission

Issue 1 — LifeLine Program: Portability Freeze Rulemplementation |

Governor's Proposal. The budget requests $82,000 (Public Utilities Cassion Ultilities
Reimbursement Account) for one permanent positioprocess the anticipated increase in contacts
from consumers due to changes made in the CalfdufieLine program by AB 2570 (Quirk), Chapter
577, Statutes of 2016, which requires the PUC tptd rule that LifeLine enrollees cannot switch
telephone providers within 60 days after beginnhgservice, subject to certain exceptions. PU@ dat
has indicated that the rule change is likely toegate a significant, though limited-term, workload
surge. The long-term workload implications are utae. As such, limited-term resources are
appropriate for this request. This item was fisafd by Subcommittee No. 2 on March 9th.

Staff Recommendation:
Approve $82,000 per year for one two-year limitedht position to implement the requirements of AB
2570.

Issue 2 — Expedited Distribution Grid Interconnecton Dispute Resolution (AB 2861)

Governor's Proposal. The budget requests $796,000 (Public Utilities @uassion Ultilities
Reimbursement Account) for three permanent postemd four limited-term consultant positions to
establish and administer an expedited interconmedaispute resolution process, as required by AB
2861 (Ting), Chapter 672, Statutes of 2016. AB 28 duires the PUC to establish a streamlined
dispute resolution process that operates withirelimes that are more closely aligned with existing
interconnection timelines; provides more techneglertise to the PUC and gives the PUC leverage in
reviewing and resolving interconnection disputesi &ssues binding resolutions on a dispute after
bilateral negotiations between developers andiaslihave resulted in an impasse. While much af thi
work will be ongoing, the initial work of settingouthe dispute resolution process is limited-term in
nature. As such, a combination of permanent anddd¥term positions is appropriate. This item was
first heard by Subcommittee No. 2 on Mar¢h 9

Staff Recommendation:
Approve $796,000 for two permanent positions aneltaro-year limited-term PURA V positions.

Issue 3 — Office of Ratepayer Advocate: Climate Chnge Initiatives |

Governor's Proposal: The budget requests eight permanent positions 896,800 (PUCORA) to
perform work associated the ORA climate changertsffdriven by a variety of recent legislation. The
request includes: two Utilities Engineers, two Rulbtilities Regulatory Analyst (PURA) V’s, one
PURA 1V, and three PURA I's. This item was firstaine in Subcommittee No. 2 on March.9

AB 327 (Perea), Chapter 611, Statutes of 2013s d¢afl the building and interconnection of 12,000
megawatts of localized electricity generation (ksown as distributed energy resources, or DERS).
SB 626 (Kehoe), Chapter 355, Statutes of 2009, imegjumplementation of infrastructure upgrades
necessary for the widespread use of hybrid and-ipledectric vehicles. SB 350 (de Ledn), Chapter
547, Statutes of 2015, expands the scope of thedidlvement in the state’s Renewable Portfolio
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Standard (RPS) by requiring renewable electriciycprement be increased from 33 percent by 2020
to 50 percent by 2030.

It is reasonable to believe that the legislatidecin this request will create new workload for QR
ORA'’s workload depends in large part on how the RtiGctures its proceedings related to each piece
of legislation. This creates significant uncertaiaround ORA’s workload. However, the workload
data provided by ORA suggests that there is patsignificant overlap in the planned tasks for
several of the requested positions.

Staff Recommendation:
Approve two Utilities Engineers, two PURA V’s, atwlo PURA I's, with associated funding.
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0521 SECRETARY FOR THE CALIFORNIA TRANSPORTATION AGENCY

Issue 1 — Governor’s Transportation Package

Governor’s Proposal. The January budget incorporates a transportatiodifig package similar to
the one the Governor proposed during the trangpmmtapecial session. The budget proposes to
provide new funding of $1.9 billion in 2017-18, afid.3 billion on an annual ongoing basis. The
annual funding package provides $2.1 billion froomeaw $65 fee on all vehicles; $1.1 billion by
setting the gasoline excise tax at 21.5 cents (fuilre adjustments for inflation); $425 milliorofm

an 11-cent increase in the diesel excise tax; $B0don in additional cap-and-trade proceeds; and
$100 million from cost-saving reforms to be implertesl by Caltrans. The $1.9 billion of additional
funding in 2016-17 includes $235 million from thecaleration of General Fund loan repayments over
the next three years ($706 million in total repagite® rather than repaying these loans over thé nex
20 years.

The Legislature recently approved, and the Govesigmed, SB 1 (Beall), Chapter 5, Statutes of 2017,
which increases several taxes and fees to raisghlp$5.2 billion in new transportation revenues
annually and makes adjustments for inflation evgear. The enactment of SB 1 renders the
Administration’s initial proposal moot.

Staff Recommendation:
Reject the proposed transportation funding packagd, associated positions, to conform to actions
taken in the Assembly.
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2660CALIFORNIA DEPARTMENT OF TRANSPORTATION

Issue 1 — Sustainability Program and Zero-EmissioWehicle Pilot

Governor's Proposal: The Governor’'s budget includes provisional languémellow Caltrans to
spend up to $40 million ($20 million from the Stdeghway Account (SHA) and $20 million from
federal funds) to construct direct current (DC)t felsarging stations at seven locations in 2017-18.
Specifically, the provisional language providessthunding from the State Highway Operation and
Protection Program (SHOPP)—the state’s programrdbabilitating and operating state highways.
The seven locations would provide a total of foemteharging stations, or an average of two charging
stations at each location. The proposal is the year of a two-year effort to build charging stas at

30 locations as stated in the Zero Emission VebAdion Plan. Caltrans plans to request funding for
the remaining 22 locations as part of the 2018dgkt process.

This item was heard in Subcommittee No. 2 on M&@idl.

Staff Comments:While the Governor’s Zero Emission Vehicle ActiolaPand its proposed activities
are consistent with statewide priorities on climatel clean energy, the SHOPP is an inappropriate
funding source. The SHOPP is the state’s primaggam for rehabilitating and operating state
highways. It is not intended to be used for sustaility-related pilot projects, such as that pragabs
here.

However, there are a variety of other potentiading sources Caltrans could utilize. Specificathg
three largest Investor-Owned Utilities (IOUs) irethtate are proposing to spend a combined $197
million over the next several years to install ZEWarging infrastructure for public use. Similar
programs exist at the California Energy CommisgiGRC) and Public Utilities Commission (PUC).
Caltrans should pursue funding from one of thesecas for the proposed electric charging stations.

Staff Recommendation: Reject the proposed provisional language and atlogjuage requiring
Caltrans to report to the Joint Legislative BudGeimmittee (JLBC) on the proposed funding source
for construction of the proposed electric chargtagions. Proposed language is below:

The Department of Transportation may expend u@Rtrillion in state funds (matched with
up to $20 million federal funds) on zero emissioghicle charging infrastructure upon
authorization of the Department of Finance. The &&pent of Finance may authorize (the
expenditure of funds from the proposed sources)lesst than 30 days after notification has
been provided to the Joint Legislative Budget Cotteaj or whatever lesser time after that
notification the chair of the joint committee, oishor her designee, may determine. The
notification shall include an explanation of theuszes of funding that were pursued to fund
EV and ZEV charging infrastructure, why the progbseurce was selected, and why other
identified sources were not selected.
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Issue 2 — Road User Charge Pilot Program |

Governor's Proposal: The budget requests one-time funding of $737,0@atéHighway Account)
and $750,000 (federal funds) to utilize federaldimg made available under Section 6020 of the
federal Fixing America’s Surface Transportation §4A Act to further study the use of a road charge
mechanism as an eventual replacement of the clyensting system of fuel taxes.

Background: SB 1077 (DeSaulnier), Chapter 835, Statutes of 2Q#®4uired the California
Transportation Commission (CTC), in consultationthwthe California State Transportation Agency
(CalSTA), to create a Road Usage Charge Technidalsary Committee to guide the development
and implementation of a road charge pilot proj&®. 1077 required CalSTA to implement a Road
Charge Pilot Program, guided by the Technical AalyisCommittee, by January 1, 2017, and to
submit a report on its findings by June 30, 201¥e Administration accelerated the pilot, and has no
committed to delivering a report on pilot outconveigh the CTC’s annual report by December 15,
2017.

In December 2015, the United States Congress pabhse8AST Act, which included the Surface

Transportation System Funding Alternatives (STS&&¢gtion 6020 of the FAST Act). STSFA is a five

year $95 million grant program, with the initial degal fiscal year 2016 funding availability of $15

million, followed by four years each funded at $#0lion. Caltrans applied for and was awarded an
STSFA grant in December of 2016 to explore the miardemonstration of pay-at-the-pump mileage
reporting technology.

Staff Comments: SB 1077 directed CalSTA, the CTC, and Caltransrmplement a road charge pilot
program in 2016-17, and to report on it by Decendfe2017. Caltrans and the CTC have indicated
that the pilot program has proceeded as planneadiftaat they plan to deliver the required report on
pilot outcomes to the Legislature by December 08,72

Caltrans has indicated that the activities theyppse to fund through this request will not impdut t
currently-existing pilot program, nor will it be dluded in the pilot program report. Much of the
proposed funding is directed at communication, eagh, and education efforts, rather than planning
for an actual demonstration of pay-at-the-pumpnetigy. Caltrans has already explored the public’s
understanding and acceptance of user fees sudiea®dd charge in the current pilot. It is unclear
what additional information further exploration wayrovide.

However, Caltrans has already applied for, and veon STSFA grant from the Federal Highway
Administration (FHWA) to perform the proposed pneplementation work for an eventual
demonstration of pay-at-the-pump technology. Thengrequires a state match, as requested in this
proposal. Reducing or eliminating the requestetk steatch could potentially result in cancellatidn o
the grant award.

While it was inappropriate for Caltrans to apply fbe STSFA grant, knowing it would require state
match, without first requesting the relevant furfidsn the Legislature, there is likely some value in
pursuing further studies of the feasibility of irapienting mileage-based user fees in Californias Thi
request is broadly in line with that approach. Heere steps should be taken to prevent Caltrans from
preempting the Legislature in future funding rounds

Staff Recommendation:Approve as budgeted.
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2720CALIFORNIA HIGHWAY PATROL (CHP)

Issue 1 — Commissioner Retirement Age

Proposal: The proposed trailer bill language would extend shaset date exempting the California
Highway Patrol Commissioner from mandatory retiratret age 60 from January 1, 2018 to April 1,
2019.

Background: California Government Code Section 21130 requivesyeCHP patrol member to retire
at age 60. SB 215 (Beall), Chapter 778, StatuteZ0d3, allowed for a one-time exception for the
Commissioner of the California Highway Patrol frone age 60 mandatory retirement age. However,
the provisions of the bill expire on January 1, Qdrior to the end of Governor Brown’s term.

Staff Comments: Under current law, the sitting CHP commissioner ldaetire prior to the end of
Governor Brown’s term. This would create a vacafaythe new Governor, elected in 2018, to fill
upon assumption of office in January of 2019. Edieg this deadline would allow the sitting CHP
commissioner to stay on until replaced by the newegnor. The proposed language does not require
the Governor to keep the current commissioner.

Staff Recommendation:
Approve as Proposed.
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2740DEPARTMENT OF MOTOR VEHICLES (DMV)

Issue 1 — AB 516 Implementation

Governor’s Proposal: The budget requests a total of two positions and #illlion in FY 2017-18,
three positions and $748,000 in 2018-19, and $2260® ongoing funding (all from the Motor Vehicle
Account) to implement AB 516 (Mullin), Chapter 9Btatutes of 2016. Out-year resources will be
partially offset by savings resulting from the nel@ctronic report of sale system required by AB.516

Background: AB 516 (Mullin), Chapter 90, Statutes of 2016 (AB 516, Mullin) regaithe DMV, on

or before January 1, 2019, to develop, or contrgitt a private industry partner, for the developmen
of a system that allows a dealer or lessor-retadeelectronically report the sale of a vehicle and
provide temporary license plates at the time of.sal

In FY 2014-15, as reported by the Metropolitan Bortation Commission, the Bay Area'’s eight toll
bridges lost approximately $11 million in uncolledttolls from drivers who evaded tolls by driving
vehicles without license plates. Additionally, tbarrent manual report of sale (ROS) process is
cumbersome and time-consuming, and has changksl diter the past several years, despite huge
advances in technology and software that wouldvatlomplete automation of the process. Adding an
electronic ROS process will create cost-savingciefficies for new vehicle dealers, lessor-retailers,
used vehicle dealers, wholesale vehicle dealerd,tla®@ department by eliminating the paper ROS
forms.

Staff Comments: As noted above, the existing ROS system is cumbersand costly to administer.
Additionally, the Metropolitan Transportation Conssion has identified a lack of temporary license
plates as a small but significant drag on toll rewes. The implementation of AB 516 would take
important steps towards addressing both of thaagess During the consideration of AB 516, DMV
provided cost estimates for the implementatiorheflill that align closely with this proposal.

Beginning January 1, 2018, the department hasatwticthat they intend to promulgate regulations to
increase the administrative service fee chargegbaxking authorities, bridge operators, and toll

operators for the collection of unpaid fines byff a period estimated not to exceed 15 months to
generate revenue sufficient to cover the costsrraduby the department in FY 2018-19 and FY 2019-
20, then, reduce the service fee to an amount tddbermined by a departmental costing, on an
ongoing basis, to generate revenue sufficient t@icany ongoing costs associated with maintaining
the systems.

Staff Recommendation
Approve as budgeted.
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Issue 2 — Capital Outlay: Perimeter Security Fencig

Governor's Proposal. The budget requests $3.95 million (MVA) for thesidem and construction of
perimeter fences at nine DMV-owned facilities asrdise state. These facilities have had frequent
issues with unauthorized after-hours access to DEiMlities, which have at times threatened the
health and safety of DMV employees. DMV has idesdif18 total structures with such issues, and
plans to build perimeter fencing, at comparabld,dos the nine facilities not covered by this regt

in 2018-19. The total cost for this work is estiethto be roughly $8 million over two years (inchgli

the $3.95 million in this request).

This item was first heard by Subcommittee No. 2/@rch 23rd.

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

Staff Recommendation:
Approve $3.5 million per year (Motor Vehicle Accdyrfor two years for security and cleaning
services at the impacted DMV sites.
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3360CALIFORNIA ENERGY COMMISSION

Issue 1 — SB 350 Implementation |

Governor's Proposal. The budget requests eight permanent positions $9860,000 (Cost of
Implementation Account - COIA) to support the impkntation of SB 350 (de Ledn), Chapter 547,
Statutes of 2015, which requires the Commissioniaidier the state Renewable Energy Standard,
implement and enforce building energy retrofit stamls, and establish consumer protection guidelines
for energy efficient appliances. The requested ifupdncludes $305,000 annually for two two-year
limited-term positions and $7.6 million for 29.5gitions and associated contract funding approved as
part of the 2016-17 budget.

This item was first heard in Subcommittee No. March 9",

Staff Comments. This request includes resources for related reblenenergy and energy efficiency
work, including positions to implement a data systt® establish a market baseline for contractor
work standards on energy efficiency retrofits aiadhk compliance with required permits. This closely
parallels the requirements of SB 1414 (Wolk), Chapt8, Statutes of 2016, that the CEC work with
relevant stakeholders to develop a plan to promotapliance of building air conditioning and heat
pumps with statewide Building Energy Efficiency &lards. SB 1414 was the subject of a second
BCP, which was approved by this subcommittee.

The HVAC industry expressed concern with this psgbodue to a misstatement in the Energy
Commission’s SB 350 BCP: “The [tracking] systemllvelso promote ongoing compliance by

tracking heating, ventilating, and air conditionitdVAC) units that are acquired by contractors for
sale and installation in homes.” The Energy Comimiskas indicated that it will continue to evaluate
tracking along with other strategies and alterrestias part of the SB 1414 plan. The HVAC industry
was assured that the Energy Commission will notemm the process, and it is the Energy
Commission’s understanding that the HVAC industggsicerns have been addressed.

Staff Recommendation:
Approve as Budgeted.
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Issue 2 — Solar Equipment Listing

Governor's Proposal: The budget requests three permanent positions 486,30 from the
Renewable Resource Trust Fund (RRTF) to maintgdate, and expand the official listings of solar
energy system equipment receiving ratepayer fumgezhtives, initially established pursuant to SB 1
(Murray), Chapter 132, Statutes of 2006.

Background: SB 1 directs the Energy Commission to establisgibglity criteria, conditions for
incentives, and rating standards for projects lsgpsolar energy systems and applying for ratepay
funded incentives. SB 1 requires the Energy Comions$o set rating standards for equipment,
components, and solar energy systems for reasomesfermance and to develop standards that
provide that incentives support only equipment taahplies with the minimum ratings. To do this, the
Energy Commission has established a process untehwnanufacturers of photovoltaic (PV)
modules, inverters, meters, and other solar equipmyeply for listing of their equipment on official
lists that identify their equipment as incentivegidlle. The Energy Commission solar equipment lists
are used by many other state, federal, local govem, and utility solar programs across the couyntry
which rely on the list information for the instdllan of safe and reliable solar equipment.

Government Code Section 19130 codifies the comditionder which departments may contract with
external vendors for personal services. Amongseroginovisions, it allows contracting for personal
services only when the required skillset is notilatée in the existing civil service. Due to the
technical nature of the work, a majority of thegoral program administration, including the
development and maintenance of the equipment liss, conducted by contractors during the initial
implementation of SB 1. Over time, many of thisgmam's administrative activities have transitioned
to Energy Commission staff; however, the managenwnthe equipment lists continued to be
conducted by contractors. Staff determined in ket 2016—after the normal budget cycle ended—
that the work to maintain the equipment lists bgiegformed under contract could not be continued
through contract agreements because it could npistiéed under Government Code Section 19130.

Staff Comments: Much of the initial work of implementing SB 1 reged a highly technical skillset
that required external contractors to perform. €betract, when executed in 2014, included a task fo
technical assistance that could not be performeaily service staff, as the anticipated activities
required an advanced knowledge of the solar ingastd solar equipment technology that staff did not
possess. Consequently, as originally envisiond, dontract met the requirements of Government
Code Section 19130 (b) (3) and could be contractetd Without this technical requirement, the
services are available within civil service so atcact cannot meet the exemptions under Government
Code Section 19130. As the contract progressdakdame clear that there was little to no need for
activities under this task. Staff therefore removeid task while updating the scope for continued
contract support. With the removal of the taskréh&as no longer a reason to seek consultant ssrvic
as the management of the equipment lists coulebbducted by civil service staff.

Staff Recommendation:Approve as Budgeted.
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8660CALIFORNIA PusLIC UTILITIES CommissiON (CPUC)

Issue 1 — Deputy Director for Safety and Codificatin of Positions

Governor’s Proposal: The budget requests $191,000 (from various spéaias) and one permanent

CEA-B position for a dedicated Deputy Executivedsior for Safety to direct the work of PUC staff
in that area. This request includes trailer bilgaage codifying the Deputy Director for Safety and
Chief Internal Auditor into the structure of the €9 executive management.

Background: California’s public utilities have experienced seleserious accidents in recent years,
including the 2010 San Bruno explosion, the 2016d_Beach outage, and the 2015 Aliso Canyon gas
leak. As a result, both the PUC and the Governee lecknowledged the need for increased safety
oversight from the PUC. The Legislature subseqygratsed several safety-related and reform bills.

In May 2016, the Governor appointed a Deputy ExeeuDirector responsible for safety. This
position is serving as the Safety Ombudsman forRb€, and has handled several PUC employee
safety concerns with regulated utilities, as wealldarecting the work of the various safety-focused
professionals across the PUC organization. The PEI@ for this position through salary savings
realized by leaving the Deputy Executive Director Policy position open. PUC has indicated that
they intend to fill the policy position by June ZD17.

An additional reform bill, AB 2903 (Gatto), faildd pass the Legislature. AB 2903 included language
that was substantially similar to this proposaljcihcodified the position of Chief Internal Auditor
and Deputy Executive Director for Safety as pathefPUC’s executive management structure.

Staff Comments: The Legislature’s passage of numerous reform deisonstrates the Legislature’s
intent to improve the PUC’s safety programs. Thevé€door's appointment of a Deputy Executive
Director for Safety is clearly in line with thistent. However, the decision to pay for this positiny
holding the Deputy Executive Director for Policysiteon open has created a significant and ongoing
vacancy within the Commission’s management. The Ra€ indicated that they are unable to
continue this practice, or to administratively ¢eethe position by redirecting funds from elsewhere
without negatively impacting Commission operations.

The requested trailer bill language is substantisiinilar to prior legislation that failed to pagse
Legislature. The budget is not the appropriate eetmu make the statutory and policy changes
requested here. The PUC should therefore retuttmetpolicy process to pass the requested changes.

Staff Recommendation:
Approve the requested position and $191,000 (varitunds). Reject the requested trailer bill
language.

Senate Budget and Fiscal Review Committee Page 23



Senate Budget Subcommittee No. 2 May 11, 2017

Issue 2 — Solar Multifamily Funding Technical Adjugment

Proposal: This request includes trailer bill language to padeva technical correction to AB 693
(Eggman), Chapter 582, Statutes of 2015, which tededahe Multifamily Affordable Housing
Renewables Program. This program provides financieéntives for qualified renewable energy
installations at multifamily affordable housing pssties funded from investor-owned utility’s
greenhouse gas allowances.

Background: With the passage of the Global Warming Solutidws of 2006, the Air Resources
Board (ARB) has implemented regulations to achignee goal of reducing GHG emissions to 1990
levels by 2020. Under the cap-and-trade regulatitme ARB allocates GHG emission allowances to
capped sectors, including electric IOUs. Thesenalltces are given to IOUs to reduce the impact of
the cap-and-trade regulations on ratepayers. ARRBimes that the IOUs sell these allowances at the
guarterly auctions and that the proceeds be usethéoratepayer benefit, subject to oversight ke th
PUC. Specifically, existing law (Public Utiliti€Sode §748.5(c)) allows the CPUC to allocate up3o 1
percent of the proceeds to fund clean energy aedggrefficiency projects that are administered by
the I0U. Any remaining proceeds must be creditectadly to residential, small business, and
emission-intensive trade-exposed retail IOU custsme

AB 693 intended to require the CEC to annuallyadte $100 million or 10 percent of tofahds from
the sale of GHG allowances on behalf of ratepayens;hever is less, for the Multifamily Affordable
Housing Renewable Programs for 10 years from FY6204 through FY 2025. However, a drafting
error in the bill restricted the grant program egeiving 10 percent of “available funds” from reues
described in Public Utilities Code 8748.5(c), whislL5 percent of allocation revenues, rather than
percent of total funds from IOU consignment alloses This results in a much lower level of
available funding for the program than originatlyanded.

Staff Comments: AB 693 intended to make a significant amount ofding available for the
Multifamily Affordable Housing Renewables Prograiowever, the drafting error in the statute
significantly undercuts this goal. The technicaks in the proposed language have been agreed upon
by the PUC and various involved stakeholders, aodldvclose the unintentional loopholes in AB 693.

Recommendation:Approve as proposed.
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