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Issues Proposed for Vote-Only

2600 CALIFORNIA TRANSPORTATION COMMISSION

Issue 1: Amendment to and Addition of Various BudgeBill ltems (May Revision)

Governor's Proposal: The May Revision proposes to shift funding autlyofdr program support
from Proposition 1B Bond funds to the State Highwsgcount to align commission funding with
current workload. The California Transportation Qoigsion’'s current appropriation allocations no
longer align with the commission's workload. Inaetyears, the commission experienced a changing
workload without a corresponding change to its wiXunding sources. The current State Highway
Account budget authority is less than the commissigorogram needs and, conversely, their
Proposition 1B authority is too high. Based ondrmsal usage and current workload tracking efforts,
funding authority shifts are necessary to closgmathe commission's workload with the appropriate
fund source.

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:

2660 DEPARTMENT OF TRANSPORTATION

Issue 1: Technical Adjustments (May Revision)

Governor’'s Proposal: The May Revision requests technical adjustmentmaée to various budget
items resulting in a total reduction of $243,43D,00h developing the 2016-17 Governor's budget,
there were several items that were adjusted incibyrdue to a misunderstanding regarding how to
reflect these changes. The request includes chaogles following items:

Decrease Iltem 2660-302-0042 by $243,430,000.

Decrease ltem 2660-102-0890 by $3,471,000.

Increase Iltem 2660-302-0890 by $3,471,000.

Decrease reimbursements for item 2660-005-0042Lt308.
Decrease reimbursements for Item 2660-302-004269 #illion.
Increase reimbursements for Item 2660-301-0046209 $nillion.

Additionally for Item 2660-001-0042, it is requestiat funding be shifted between various programs
and reimbursements for the capital outlay suppodt administration programs be increased by $8.1
million while the Operations and Distributed Adnstnration programs be decreased by $8.1 million.

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:
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Issue 2: Lease-Revenue Bond Financing (May Revisipn |

Governor's Proposal: The May Revision requests that Item 2660-001-0G8dcreased by $943,000
to reflect reduced lease-rental payment for Catfr&@an Diego office due to the refinancing of the
original lease revenue bonds.

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:

Issue 3: District 7 Express Lane Maintenance (May &vision)

Governor's Proposal: The May Revision requests a permanent increas@,87%,000 ($1,145,000 in
Personal Services and $1,232,000 in Operating Bg®rin reimbursement funding to support the
maintenance of Interstate 10 and Interstate 110@esgplanes. The 13.56-mile Interstate 10 express
lanes were opened to traffic in February 2013 betw&lameda Street in downtown Los Angeles and
the 605 Freeway. The 11.05-mile Interstate 110esgltanes were opened to traffic along the Harbor
Freeway in November 2012 between Adams BoulevaddSaate Route 91 Freeway.

This request includes operating expenses to rextiazed equipment to support the maintenance of
Interstate 10 and the Interstate 110 express |dmesincreased level of service for these expiasss

will be managed with existing staff. The High Ocanpy Toll features are operated by Los Angeles
County Metropolitan Transportation Authority. Tollsn the express lanes are calculated using
congestion pricing. They are designed to keepitrafi the express lanes flowing smoothly, resulting
in a more reliable travel time. Tolls on the exgré&mes are based on real-time traffic conditians a
the cost varies according to the level of freewaggestion. The Los Angeles County Metropolitan
Transportation Authority will fully reimburse Cadins for the safety and maintenance of the express
lanes with toll revenues.

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:

Issue 4: Reappropriation of Bond Funds (May Revisio)

Governor’s Proposal: The May Revision requests the Budget Act of 201ghHspeed Rail Passenger
Train Bond funds ($25 million Proposition 1A) beppropriated to extend the liquidation period for
the completion of three positive train control (BTojects administered by the Southern California
Regional Rail Authority (Metrolink) from June 30026 to June 30, 2017. This is for project
completion of current contracts only—two local atmnce projects and one capital outlay project. It
had been anticipated that these projects couldob#pleted by June 30, 2016, but delays associated
with the complexity, the need to coordinate witle thederal Communications Commission, and
provide interoperability have resulted in projeetays.

In addition, the Administration requests a techihd@ange that was inadvertently omitted from the
proposed Governor's budget. It is requested tingiulage be added to Item 2660-494 to reappropriate
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funds from the Highway Safety, Traffic Reductiony Quality, and Port Security Bond Act of 2006
(Proposition IB) funds that are being used for @ectg on State Route 99.

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:

Issue 5: Federal Bridge Load Rating (May Revision)

Governor's Proposal: The May Revision requests federal reimbursemerticaity of $4,640,000
($3,653,000 in personal services for 26 permanesitipns, $237,000 in operating expenses and a
one-time augmentation of $750,000 to contribute twtional software update). Caltrans currently has
17 limited-term positions for state bridge loadingtwork that expire on June 30, 2016 and nine
limited-term positions for local bridge load ratimgrk that expire on June 30, 2017.

The staffing request is expected to complete thtealirbridge load rating of 11,300 state and local
bridges by fiscal year 2021-22 to satisfy the regaients in the 2011 corrective action plan with the
Federal Highway Administration. The current worldaaovers the work to rate the state's bridges built
prior to 1978 - 11,300 or about half of the state\sntory of 24,000. All bridges in California @n
nationwide) need load rating and all bridges baiter 1978 will require load rating once the irditia
stage of this effort is complete.

Staff Comment. The Legislative Analyst’s Office (LAO) has recomndexd that the Legislature adopt
budget bill language requiring Caltrans to reporthe Legislature by March 1, 2017 with detailed
information regarding is efforts to complete bridgad ratings. Specifically, the report should pdev
(1) an explanation of the delays in completing ¢peidoad ratings, (2) an accounting of how much of
the previously provided resources were spent, (Bupdate on the number of bridge load ratings
completed, and (4) updated workload estimates donpteting bridge load ratings of bridges built
prior to 1978 as well as estimated workload assediaith bridges built since 1978.

Staff Recommendation:Approve as proposed and adopt the budget billdagg recommended by
the LAO to better enable the Legislature to evailé need for ongoing positions and funding f@ th
workload.

Vote:
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2720 BoARD OF PILOT COMMISSIONERS FOR THE BAYS OF SAN FRANCISCO, SAN
PABLO, AND SUISUN

Issue 1: Increased Operation and Training Costs (Aql Finance Letter) |

The April Finance Letter requests a total budgegnaentation of $298,000 from the Board of Pilot
Commissioners’ Special Fund for the Board of P@mmmissioners (BOPC) for the Bays of San
Francisco, San Pablo, and Suisun. This includesetime budget augmentation of $185,000 for
increased rent ($35,000) and costs associated tesiting and training new pilots ($150,000) to
maintain a full roster of trainees. The increassat cost is to pay for the last three months of20iE6-

17 fiscal year, after the current lease expiresin@ng for future rental costs rental costs will be
requested when rental expense information is adaifrom the Department of General Services.) The
funding for the testing and training for new pilatdl help BOPC to maintain up to the maximum
number of licensed pilots which is 60. Currenthertéh are 54 licensed pilots and up to 188 are
anticipating retiring by the end of 2018. This wydrovide funding to test and train an additional
eight trainees. The total request also includesrayjoing budget augmentation of $113,000 to finance
statutorily required maritime pilot/trainee medieasessments ($100,000) conducted by the University
of California, San Francisco, School of Medicinel @mnual audits by the State Controller's Office to
ensure compliance with current auditing standa®d8,000).

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:

2720 DEPARTMENT OF CALIFORNIA HIGHWAY PATROL

Issue 1: California Highway Patrol Enhanced Radio $stem: Replace Towers and Vaults and
Technical Adjustment to Budget Bill Language (prevously heard on April 14,
2016)

The April Finance Letter requests $445,000 Motohigie Account (MVA) for the acquisition of
property at Sawtooth Ridge (outside of Needles, @¥)Phase 1 of California Highway Patrol
Enhanced Radio System (CHPERS). When this projastfist approved in 2009, it was anticipated
that a new tower and vault would be completed atetkisting Sacramento Mountain radio tower site,
thereby providing CHP with the dual-band coveralgat tis required by CHPERS. However, after
several years of negotiating, it was determined @haon-site replacement would not be possible, and
the 2015-16 reappropriation of CHPERS Phase 1 nitatl nearby peaks would be analyzed for
alternate sites. Since then, the Department of @Gér&ervices has identified a nearby abandoned
telecommunications site, Sawtooth Ridge. Sawtoaotlgd® is a good replacement for Sacramento
Mountain as both sites provide appropriate radiecage to Eastern San Bernardino County, as well
as line-of-sight access to the CHP Needles Are®©fbr microwave transmissions.

Sawtooth Ridge is currently in a section (640 gcosged by Burlington Northern Santa Fe (BNSF).
Most tower sites are leased to CHP; however, BNi®Fes to sell the state the full 640 acres. While
this would be more land than necessary (approxigmni® acres for the site and access road), due to
the remote desert location, and with offsettingirsgw in regards to surveying and negotiating,
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acquiring the full 640 acres is only marginally maxpensive than the 23 acres. Further, the excess
land can serve a role in environmental mitigatisrilee whole section is desert tortoise habitat. The
total cost of the Sawtooth Ridge tower and vautlaeement component of CHPERS Phase 1 is
estimated at $7,044,000 MVA, with the $995,000 gogliminary plans and working drawings from
existing authority, and $5,604,000 for constructianticipated for the 2017-18 fiscal year. This
appropriation is necessary to move forward with $lagvtooth land purchase, as part of the project to
address deteriorating radio communications andntprave radio interoperability among various
public safety agencies.

Also, the April Finance Letter makes a technicglusiient to the budget bill language proposed in
January and adds the word “acquisition” to thegubfitle for Item 2720-310-0044, Schedule 1.

Staff Comment: According to the Department of Finance (DOF) fumgdwas not included in the
project budget to include a measurement of conservaotential for the full 640 acres. The land is
within the habitat of the desert tortoise, and igita visit in late April 2016, several tortoiseen
encountered. The Endangered Species Act wouldreitls&rict development of the remainder acreage
or require mitigation in order to protect endandews threatened species. In addition, with the
discovery of tortoises at the site, a significaottipn of the remaining acreage may already be eded
for mitigation in order to meet the CEQA requirenseior the project.

Staff Recommendation: Approve the April Finance Letter and adopt thdofeing supplemental
reporting language:

The California Highway Patrol (CHP) shall report the appropriate fiscal committees of the
Legislature, the Legislative Analyst’'s Office, atied Department of Finance no later than
January 1, 2019 on the feasibility of a conservagasement with a state, federal, or nonprofit
conservation organization for the remainder progesicquired for the CHP Enhanced Radio
System Tower Replacement project at Sawtooth Ridgi@ny mitigation lands required by the
analysis conducted pursuant to the California Eonmental Quality Act. The report should
include a discussion of how future maintenance dbel conducted at Sawtooth Ridge so as to
not affect the ecological integrity of the area.

Also, approve the technical adjustment to the bubtdidanguage.

Vote:

Issue 2: Capital Outlay: Advanced Planning and Sit&election and Area Office Replacements
(previously heard on April 14, 2016)

The Governor's budget provides about $31.1 millfoom the MVA to fund site acquisition and
preliminary plans for new CHP offices in Haywardenfura, and El Centro. These three facilities were
identified through the site selection process athdhaced planning funding provided in 2014-15. Also
included in this amount is the Administration’s wegt in an April Finance Letter to substitute the
Quincy Replacement Facility (proposal would re#27.6 million to the MVA), approved in 2014-15,
with the San Bernardino Area Office Replacemenjgato The budget also includes $800,000 from the
MVA for advanced planning and site selection tontifg three additional offices to replace as pdrt o
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the Administration’s ongoing office replacementmpld@he budget does not identify the specific area
offices that would be replaced.

The proposals are described in more detail below.

+ Hayward Area Office. $15 million to fund the acquisition and prelimipaplans for the
Hayward area office replacement project. The pregdacility would be 43,518 square feet, or
roughly four times the size of the existing 11,88Bare foot office that was built in 1971. The
Administration plans to request funding to congtithe facility as part of the 2017-18 budget,
at an estimated cost of $38.1 million, for a tqiadject cost of $53.1 million.

* Ventura Area Office. $5.6 million to fund the acquisition and prelimipaplans for the
Ventura area office replacement project. The pregdacility would be 40,534 square feet, or
over three times the size of the existing 12,46%asg foot office that was built in 1976. The
Administration plans to request funding to congtithe facility as part of the 2017-18 budget,
at an estimated cost of $37.1 million, for a t@aject cost of $42.7 million.

* El Centro Area Office. $4.3 million to fund acquisition and preliminaryaps for the El
Centro area office replacement project. The proghdaeility would be 33,550 square feet, or
about seven times the size of the existing 4,5T@&sfoot facility that was built in 1966. The
Administration plans to request $30.4 million in M\unding to construct the facility as part
of the 2017-18 budget—for a total project cost 8.3 million.

» San Bernardino Area Office.$5.4 million for the acquisition and performanc#eria phases
of the San Bernardino Area Office Replacement gtojehe proposed facility would be 43,552
square feet, or over three times the size of ti&ieg 12,253 square foot office that was built
in 1973. The Administration plans to request $38illion in MVA funding to construct the
facility as part of the 2017-18 budget, for a topabject cost of $38.5 million. The San
Bernardino project proposal is a replacement fer @uincy project, which was approved in
2014-15, but has been delayed because of diffesulth acquiring an appropriate site. As a
result, this proposal includes the reversion of.621illion to the MVA.

In addition, the proposal includes provisional beidig@nguage to allow the Department of Finance to
provide an augmentation from the MVA of up $2 moitlifor CHP to enter into purchase options,
should an option be necessary to secure a property.

Staff Recommendation: Approve funding for site acquisition and prelimyglans for new CHP
offices in Hayward, Ventura, and El Centro. Apprabhe substitution of the Quincy Replacement
Facility with the San Bernardino Area Office Regaent project. Also, approve $800,000 from the
MVA for advanced planning and site selection atiggi and the provisional budget language.

Vote:
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2740 DEPARTMENT OF MOTOR VEHICLES

\Issue 1: Capital Outlay: Field Office Replacementgpreviously heard on April 14, 2016)

The Governor’s budget requests a total of $5.6onilfrom the MVA for various phases of four DMV
field office replacement projects. Specifically:

» $4.3 million is for the design phase of the thréd\Doffice replacement projects (Inglewood,
Santa Maria, and Delano) approved by the Legigatuthe current year.

« $1.3 million is for preliminary plans to initiatefaurth DMV field office replacement project in
San Diego. The proposed facility is 18,540 squased, fwill be built on the same site as the
existing field office, and will replace a 15,4670wstory office built in 1961.

Staff Comment and RecommendationStaff has no concerns. Approve as budgeted.

Vote:

Issue 2: REAL ID Implementation (previously heard e April 14, 2016)

Governor's Proposal: The Governor's April Finance Letter requests $tilion MVA and 70
positions on an ongoing basis to begin the prooégmplementing AB 1465 (Gordon), Chapter 708,
Statutes of 2015. AB 1465 authorizes DMV to reqpireof of residency for all original driver license
and identification (DL/ID) card applications beging July 1, 2016.

The proposal also requests that budget bill langusgadded to allow the Administration to increase
this item when necessary to support activities @ated with federal REAL ID compliance. No
augmentation could be made any sooner than 30aftgrsthe Joint Legislative Budget Committee has
been notified in writing.

Background: Congress enacted and the President signed H.RB-"E&&l ID Act of 2005" on May

11, 2005, which is designed to improve the secuitgiriver's licenses and identification cards e&tu

by individual states. The act includes certain munin document and license issuance requirements,
and it provides that only persons with legal presestatus can be issued a DL/ID card. A state,
however, can issue a DL/ID card to an undocumemadigrant, providing the license meets certain
appearance requirements and clearly states ttanimot be used for any other official purpose.

DMV receives approximately 1.5 million original OI¥ card applications annually and does not
require proof of residency for the issuance of adicahowever, that will change with the
implementation of AB 1465. Currently the only Dllsat mandate proof of residency are for what is
commonly referred to as “AB 60 applicants”. AB 68ldjo), Chapter 524, Statutes of 2013, requires
DMV to issue an original driver’'s license to an bggmt who is unable to demonstrate proof of legal
presence in the United States, if that person medetsther qualifications for licensure and prosde
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satisfactory proof of identity and California resmty. An AB 60 driver’s license is valid only for
driving purposes and cannot be used for identibicadr federal purposes.

Existing state law generally requires applicantsuwbmit satisfactory proof of legal presence status
under federal law, such as a birth certificategpraved immigration documents. Applications for the
issuance or renewal of a DL/ID card must contageetion for the applicant's social security number
(SSN). DMV is prohibited from accepting an applicatwithout a verified SSN unless the application
was submitted with documents establishing legadgemee and the Department of Homeland Security
(DHS) verifies that the person is in the countryaldy, but not authorized to work. However, REAL
ID standards go beyond these requirements. Init@mpliance with REAL ID standards was to take
effect January 15, 2013. However, federal DHS haterchined that 21 states meet REAL ID Act
standards, but the remaining states, includingf@aia, have been granted a deferment until October
1, 2020.

Staff Comment and RecommendationStaff has no concerns. Approve as proposed.

Vote:
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Issues Proposed for Discussion/Vote

2660 DEPARTMENT OF TRANSPORTATION

Issue 1: Governor’s Transportation Funding Package |

Proposal: The Governor’s transportation funding package fsrayear, $36 billion plan designed to
address the funding gap in existing transportatieads. The plan includes the early repayment of
$879 million of loans. (Earlier this year, AB 118dmmittee on Budget), Chapter 2, Statutes of 2016),
took early action and adopted part of the Goveme@roposal by repaying $173 million in Traffic
Congestion Relief Program loans.)

Background: On June 16, 2015 the Governor called for a spémigdlative session on transportation.
Specifically, he called on the Legislature to pd®/ia permanent and sustainable increase in funding
for transportation in part to (1) maintain and lieplae state’s transportation infrastructure angt{?
complement local efforts to repair and improve s$gortation infrastructure. As part of this special
session, last fall, the Governor proposed a tramsppon funding plan. This proposal is generally
reflected in the Governor’s proposed budget fore2d®.

The Administration attributes the following bensfib its plan.

» State Highway and Bridge Repaif15.5 billion to improve highway conditions to pércent
in "good condition", fix 200 highway bridges, amdgrove existing graffiti abatement and litter
removal efforts.

* Local Streets and Roads$l11.3 billion that would benefit cities and coestithrough a
formulaic allocation.

» Transit and Rail. $4.3 billion in additional transit funding, whiatould leverage a total of
$13.8 billion in transit and rail projects.

» Trade Corridors.$211 million to fund projects along the state'santrade corridors.

The plan provides funding of about $3.6 billion aally for state and local transportation
infrastructure from the following sources. Revenvwmuld phase in during 2016-17 and 2017-18 and
provide a permanent ongoing increase thereafter.

* Road Improvement ChargeA $65 per vehicle charge (including hybrids atetic vehicles).
Raises $20 billion over ten years.

* Increased Gasoline Excise Taincrease and stabilize the existing tax on gasdi $.36 per
gallon, this would be adjusted for inflation. O¥en years, raises $5 billion.

* Increased Diesel Excise Taxncrease the current rate to $0.24 per galloi$tahl increase, to
generate $5 billion over ten years.

* Greenhouse Gas Reduction Fund$5 billion for the Transit and Intercity Rail Pragn ($4
billion) and the Low Carbon Road Program ($1 bil)io

» Caltrans Reforms.Cost saving reforms that generate over $1 billioeavings over ten years
that can be redirected to roads.
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Repays existing loans early with General Fundreeting the funding as follows:

* $132 million for highway maintenance and rehaHilita.

* $265 million for the Transit and Intercity Rail Gegb Program.

* $334 million for the Trade Corridor Investment FuPiebgram.

* $148 million to complete or reimburse projects pamgmed in the Traffic Congestion Relief
Program of 2000.

The Governor’s plan includes the following reforms.

» Extension of Public-Private Partnership AuthorityThe Governor's proposal would extend
the statutory authority for public-private partieps for new transportation projects until 2027.

» Specific Performance MeasuresThe Governor's proposal includes specific perfamce
measures against which Caltrans will be held adedae for the investment of new
transportation funding.

» Streamlined Environmental Proces3he Governor’'s proposal includes project streaimdjn
provisions such as a limited California EnvironnanQuality Act (CEQA) exemption;
advancing project environmental mitigation to gedrenproject buy-in early and reduce late
challenges; and the extension of federal delegdtorCaltrans to complete federal and state
environmental review concurrently.

* Procurement Authority.The Governor’s proposal authorizes Caltrans tazeti& procurement
method, known as Construction Manager/General @otar (CMGC), for double the amount
of projects it is authorized for use today. CMGCaisprocess in which the design and
construction management elements of projects aneght together so projects can be executed
more quickly and delivered sooner.

* Dedicated New Transportation Revenue to Transpadat Purposes. The Governor’'s
proposal includes a constitutional amendment torensew transportation revenue is dedicated
to transportation purposes. The Legislature wowthe able to redirect the new revenues to
non-transportation purposes.

The Administration estimates that its proposal wlonkcrease costs to the average motorist by about
$0.25 per day or $7 per month.

Staff Comment: The subcommittee may wish to have the Adminigirési funding plan considered as
part of the legislative special session on trarsgpion.

Staff Recommendation: Reject the Governor’s transportation funding pisithout prejudice and
direct the proposal for consideration in the sdesgasion on transportation.

Vote:
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Issue 2 : Capital Outlay Support Budget

Proposal: The Administration proposes a net increase of $&#lkon from various funding sources
and a decrease of 94 full-time equivalent (FTE)itposs from the Governor’s January budget for the
capital outlay support (COS) program. This estéalelssa new total level of FTEs for the COS program
of 9,512 FTEs that includes 8,161 state positid0d, personnel years (PY) of cash overtime, and 947
PY equivalents for architectural and engineeringEA contracts. (Additionally the Administration
requests an increase of $155.5 million and 877 FEEBnplement the Governor’s transportation
package which was discussed in the previous issue.)

The proposal also includes budget bill languagewshbelow) to exempt local State Transportation
Improvement (STIP) projects deprogrammed from tB&62STIP from the full cost recovery due to

reduction in revenues from the price-based exeiseThe California Transportation Commission has
calculated that $754 million of projects must beetaout of the current STIP plan to reflect thelitec

in available state funding for transportation. Thelget bill language is provided to exempt some of
these projects from state cost-recovery and algaige authority for Caltrans to increase COS staffi

if funding is found to put some or all of thesejpaots back into the STIP.

Proposed Budget Bl Language

17. Of the funds appropriated in Program 1835010-Capital Outlay Suppott, the Department of
Transportation shall exempt Local SB 45 STIP projects deprogrammed from the 2018 STIP
from the full cost recovary as outlined in its Indirect Cost Recovery Plan. The Department
of Transportation will charge for functional overhead only for these projects.

18. Notwithstanding any other provision of law, should the California Transportation
Cormmission or Legislature take action that will support re-programming of projects
removed from the State Transportation Improvement Plan, the Director of Finance may
Increase the expenditure authority for additional staffing for Program 1835010-Captial
Outlay Support after notifying the Chairperson of the Joint Legislative Budget Committee
and the chairpersons of the committees in each house of the Legislature that consider
appropriations not later than 30 days prior to the effective date of the approval.

Background and Detail: Capital outlay is the funding mechanism for condian contracts and right-
of-way acquisition on projects that preserve angrove the state highway system. The COS program
provides the funding and resources necessary telaj@and deliver the projects to construction, as
well as administer and oversee the projects oneg #re in construction. The COS program also
provides oversight, or independent quality asswean€ projects developed by local entities on the
state highway system. The total level of full-tineguivalent positions for COS has decreased
significantly since its peak in 2007-08, as showthie figure below.
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Capital Outlay Support Full-Time Equivalents Decreaing Over Time
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Positions are based on full-time equivalents (FTE).

Efforts to Align Investments and Resource€altrans has made efforts to better align its COS
resources with the amount of funding that is adédor transportation projects. As the figure adov

shows, staffing levels have generally declinedhesamount of funding available for transportation
projects has declined. In addition, IT systems hgiven Caltrans better tools to manage its resaurce
Project Resourcing and Schedule Management (PR®Ntgios resource-loaded workplans for all
active projects which are the basis for COS worklestimates. Also, Caltrans has delegated full
authority to districts for final processing of ctmigtion contracts to improve project delivery and
streamline decision-making. Position changes ferG®S budget request are shown below.

Capital Outlay Support Program Workload Changes (FTES)

May

Workload Categories Jan. 10 Revise Change

2016-17 2016-17 | From Jan 10
State Highway Operation and Protection Program 4,712 5,215 503
Overhead and Corporate 1,840 1,840 0
State Transportation Improvement Program 1,131 964 (167)
Partnership (Includes Measure/Locally Funded) 1,133 1,016 (117)
Toll Bridge Seismic Retrofit Program 291 158 (133)
Real Property Services 97 103 6
Proposition 1B Bond 297 98 (199)
American Recovery and Reinvestment Act 2 0 (2)
Traffic Congestion Relief Program 22 55 33
High Speed Rail 41 51 10
West Mission Bay Drive Bridge 1 0 (1)
Geotechnical Borehole Mitigation 12 33 21
Materials Engineering & Testing Services 27 27 0
FAST Act 0 10 (10)
Total Capital Outlay Support Workload 9,606 9,512 (94)
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Legislative Analyst's Comment: The LAO has concerns that the proposed budgetdntjuage as
currently written, might (1) not achieve the iniens of the Administration and (2) may have broader
unintended consequences.

Staff Comment: As transportation funding has declined, COS worttlteas declined. Caltrans is
making concerted efforts to better manage the C@§ram so that resources are better aligned with
workload. This spring, Caltrans regularly met wilfislative staff to further their understandingitsf
processes. The COS request has taken into consitengduced workload stemming from the
reduction of funding available for transportatiamjpcts and the needs for staff resources to cample
projects that are currently underway. The LAO haached agreement with Caltrans and the
Department of Finance on clarifying the proposeddat bill language.

Staff Recommendation: Consistent with the staff recommendation to disctles Governor’'s
Transportation Funding Plan in the legislative sgesession on transportation, staff recommends the
committee only approve the baseline capital ousiagport request of a net increase of $32.5 million
and a decrease of 94 full-time equivalent (FTE)itpwss. Staff also recommends adoption of the
following modified budget bill language.

17. Of the funds appropriated in Program 1835010-piG& Outlay Support, the Department
of Transportation shall exempt Local SB 45 STIFequts deprogrammed from the 2016 STIP
from the full cost recovery as outlined in its it Cost Recovery Plan if local agencies
continue those projects with other funds. The Dapant of Transportation will not charge for
administrative overhead for the portion of the jaijs funding that was originally planned to
come from the STIP before the project was deprograd

18. Notwithstanding any other provision of law, sldo the California Transportation
Commission reprogram projects removed from the 28T6°, the Director of Finance may
increase the expenditure authority for additionahfBng for Program 1835010—Capital
Outlay Support to support the reprogrammed projents sooner than 30 days after
notification in writing is made to the Chairpersof the Joint Legislative Budget Committee
and the chairpersons of the committees in each éhafsthe Legislature that consider
appropriations and the state budget. The notifmatshall include a list of the reprogrammed
projects and the additional staffing required f@cé project.

Vote:
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Issue 3: Construction and Maintenance Zone Enforceent Funding

Governor's Proposal: The Administration proposes to shift approximateppO million in
reimbursement authority from the State Highway Agto(SHA) to the Motor Vehicle Account
(MVA) for the California Highway Patrol (CHP) to @ride a presence at Caltrans’ work zones. Under
the Construction Zone Enhanced Enforcement Progf@QZEEP) and the Maintenance Zone
Enhanced Enforcement Program (MAZEEP) CHP provadpsesence at Caltrans’ work zones.

Background: Traffic on California highways has been observedxceed the posted speed limit in
construction and maintenance work zones. Thes@teleé speeds increase the risk of injury and death
to workers and vehicle occupants as well as cargggety damage. To reduce these travel speeds and
potential for traffic accidents within a work zomeselected locations, Caltrans currently empldnes t
CHP to enforce the posted work zone speed limitguSOZEEP and MAZEEP.

As part of estimating the total cost of a consiarctproject, a Caltrans project engineer makes an
assessment of the need for COZEEP on every prtijattrequires a contractor to close traffic lanes
using cones or other channelizing devices and awige COZEEP in specified situations, such as all
daytime or nighttime temporary closures of all kime the same direction of travel. The estimate of
COZEEP hours takes into account CHP operating ipslicsuch as the CHP memorandum of
understanding that requires a minimum payment of Furs per officer, hourly costs for the project
location, and an allowance for mileage. In the cSIAZEEP, the maintenance area superintendent
assesses the need and makes the request for MAZé&riziPes. These two programs have been proven
to be effective in reducing traffic speeds andeasing safety.

LAO Comments. The LAO recommends that the Legislature rejectpfoposed fund shift. While the
proposal is somewhat unclear, it appears that ésponsibility for determining when enforcement
services are needed would be retained by Calttatiss is the case, then decisions about the dise o
these services would no longer be linked to thests Under this approach, Caltrans would no longer
face the fiscal constraints that currently incemtvthe department to use enforcement services only
when warranted. Because Caltrans has the necesdargation to determine when enforcement
services are needed, it also would not appear termeanse to shift the responsibility for determgnin
when enforcement services are needed to CHP. Uhdegroposed shift, it could also be difficult for
Caltrans to fully account for the cost of constimtprojects, since the enforcement costs related t
projects would no longer be within Caltrans’ budget addition, the Governor’'s proposal shifts
additional costs to the MVA at a time when it fagesolvency.

Staff Comment. While the Administration’s proposal may create aniadministrative efficiencies, it
would result in the estimates of highway constartgproject costs not fully accounting for all oeth
costs of Caltrans delivering highway projectsslaiso possible that Caltrans’ demand for thesacger
would increase if they are no longer responsibtéo&aring the cost of the services. Moreover, sigft
the funding source from SHA to MVA puts greatergsige on the MVA which is currently facing
insolvency and the Administration has already psggba $10 increase in vehicle registration fees to
address this problem.

Staff Recommendation: Reject the Governor’s proposal.

Vote:
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Issue 4: Fixing America’s Surface Transportation At Federal Grants (May Revision)

Governor’'s Proposal: The May Revision requests to add provisional lagguto the budget act to
allow the California Transportation Commission (QT€ allocated new federal funds associated with
the Nationally Significant Freight and Highway Rrcs program and formula funding as follows.

Item 2660-302-0890

Provisions:

6. Notwithstanding any other provision of law, the California Transportation Commission (CTC) may
allocate up to $60 million from this item to provide the required match to any state-sponsored project
receiving a federal grant under the Fostering Advancements in Shipping and Tranqurtation for the
Long-term Achievement of National Efficiencies (FASTLANE) grants program authorized by the Federal
Fixing America's Surface Transportation Act (FAST Act).

7. Notwithstanding any other provision of law, the California Transportation Commission (CTC) will
allocate Nationally Significant Freight Highway Program formula funds to corridor-based projects
elected by local agencies and the State.

The May Revision proposes trailer bill languagéurther the allocation of the formula funds.

Background: On December 4, 2015, President Obama signed amtcal new five year, $305 billion
surface transportation bill, the “Fixing AmericaSurface Transportation (FAST) Act,” which
authorizes funding for existing core highway andnsit programs and created two new freight
programs funded by the Highway Trust Fund. Thestude the National Highway Freight Program,
from which California will receive an annual aveeagf approximately $582 million over the next five
years by formula, and the Nationally Significaneight and Highway Projects (NSFHP) program that
is funded at approximately $900 million per yeatioravide and subject to discretionary competitive
awards. Prior to the Fixing America’s Surface Tgorgation Act, the U.S. did not have a coordinated
freight investment program. By establishing a detid, committed funding source, significant
advances in public policy created an underlyingsags to all of the importance of freight movement
and freight supporting infrastructure to the Califa and U.S. economies.

The Trade Corridor Improvement Program was allatai® part of Proposition IB, Statutes of 2006.
This created a new program which set aside funébnd'trade corridors of national significance”,
highway, freight rail, port and truck corridor, abdrder access improvements. The CTC was tasked
with allocating the funds in such a way as to asslrthe most urgent needs while balancing the
demands of the various ports and proving reasorgdagraphic balance between the regions while
placing emphasis on projects that improve mobditg decrease emissions.

The May Revision request proposes to continue thik wf the Trade Corridor Improvement Program
by adding provisional language that allows the Gd @llocate formula freight funding made available
for corridor-based projects identified in CTC admptguidelines. Fifty percent of corridor-based
programming targets will be selected by local agenaevith the balance made available for trade
corridor projects nominated by the Caltrans in ortte make strategic investments of statewide
significance. Directing these formula funds to Trade Corridor Improvement Program would ensure
that funds are targeted to the most critical frefglojects.

In addition to the formula funding, the May Revisitequests provisional language be added to allow
the CTC to allocate federal and state capital fundsatch grant funds as necessary in order to take
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advantage of any FAST LANE grants. Permitting tHecation of up to $120 million in combined
state and federal funds to act as a match to FASNH.grant proposals maximizes flexibility and
allows the state to compete for up to $180 millionadditional federal funds. This represents 20
percent of the annual FAST LANE grant monies plahtoebe awarded to the states.

LAO Comments: In light of the ongoing federal funds that the stahticipates receiving from the
NSFHP program, it may make sense for the stateet@ldp a new program to focus on freight
transportation. However, the Governor’'s proposgleaps to include substantial policy decisions that
may not result in the most effective implementatdfunds or best meet legislative priorities.

» First, allocating funding by a formula, such as gneposed 50-50 allocation to the state and
local agencies may not result in funding the higlpe®rity projects statewide. It could be the
case that mix of state and local projects thatlaehighest priority and most effective does not
align with the proposed 50-50 allocation. In adufifithe mix of state and local projects that are
the highest priority could change over time.

» Second, the proposed legislation would require Gd @evelop guidelines based on several
administration-developed plans. Administration fstaflicates a particular focus of the new
program would be to implement the Sustainable Rtefgtion Plan. However, this plan was
only released this month in draft form. Because plen has only been available for the
Legislature to review for a limited time and beaatise plan is still in draft form, it would be
difficult for the Legislature to determine in thext several weeks whether basing the proposed
freight program on the Sustainable Freight ActitemRvould meet its priorities.

» Third, the proposal includes several other sigaificpolicy decisions regarding the new
program that are different from the way other stamgsportation programs are typically
structured. For example, the proposed legislationldy delegate to the CTC the decision of
whether local funds are allocated by either forrhdaed grants or a competitive process.
Determining the process for allocating transpastafunds is typically defined in state law by
the Legislature and not delegated to the CTC.

The LAO recommends that the Legislature considerpitoposed legislation in its policy committee
process because it includes significant policy werations.

Question for Caltrans:

1. How would the proposed trailer bill language endina the new program is structured in a
way that allocates funding effectively (to the hegh priority projects) and meets legislative
priorities?

Staff Recommendation:Staff agrees with the LAO recommendation and recenus approval of the
proposed budget bill language and rejection ofttager bill language so that it can be considered
through the policy process.

Vote:

Senate Committee on Budget and Fiscal Review 18



Subcommittee No. 2 May 17, 2016

2720 DEPARTMENT OF CALIFORNIA HIGHWAY PATROL (CHP)

\Issue 1: Commercial Vehicle Federal Conformity Requements (May Revision)

Governor’s Proposal: The May Revision proposes to make a changes ilertiall language to the
California Vehicle Code (VC) to require motor cars to obtain a United States Department of
Transportation (USDOT) number as a condition ohfeassigned a California carrier identification
number (CA number).

Background: In order to comply with the safety performance-lblagespection selection system
requirements outlined in Section 34501.12 of théf@aia VC, the CHP currently has the regulated
authority to assign USDOT numbers to all motorieasrin California who are not subject to Federal
Motor Carrier Safety Administration (FMCSA) oversig CHP attains USDOT numbers utilizing a
computerized interaction with the FMCSA. The FMCS$gsues USDOT numbers to CHP for
assignment to California’s motor carriers. The g@sient of USDOT numbers facilitates recognition
of uploaded commercial vehicle and driver safetyfqggenance data for inclusion in the FMCSA'’s
Safety Measurement System (SMS). However, as thétref a United States Congress mandate, the
FMCSA system will undergo changes which will preiduthe automated interaction between the
department and FMCSA, beginning October 1, 201&s€quently, CHP will no longer have the
ability to assign USDOT numbers to California matarriers beginning on that date.

To ensure continued compliance with the requiremehtAB 529 (Lowenthal), Chapter 500, Statutes
of 2013, and the basic inspection of terminals {Bdfogram’s safety performance based inspection
selection system, as outlined in Section 34501.€2 ¥HP must continue to ensure all California-

based motor carriers are identified and trackedguslSDOT numbers in addition to CA numbers.

Once collected, the data is entered, identified] ahared utilizing a carrier's associated USDOT
number in the FMCSA'’s Safety Measurement System3psM

Staff Comment: The changes proposed in this request would atafe aw with federal requirements
related to obtaining USDOT numbers as containdderiTitle 49 of the United States Code of Federal
Regulations (CFR). This proposal will ensure evemgtor carrier conducting transportation in
California is included in the FMCSA’s SMS and irethafety performance scoring mechanism in use
nationwide. This proposal is consistent with thedgnce CHP has received from the Federal Motor
Carrier Safety Administration. Due to an October2016, implementation date of United States
Congress-mandated Federal Motor Carrier Safety Adhtnation (FMCSA) system change, it is
necessary the new statutory requirements becoreetigt prior to the federal system change.

Question for CHP:
1. Will there be state costs associated with this ghan the future?
Staff Recommendation:Approve as proposed.

Vote:
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2740 DEPARTMENT OF MOTOR VEHICLES

\Issue 1: Motor Vehicle Account (MVA) Fund Condition (previously heard on April 14, 2016) |

Governor's Proposal: The Administration estimates a MVA operational rstatl of about $310
million in 2016-17 (assuming no new revenue or exjiteres). If unaddressed, the ongoing shortfalls
would result in the MVA becoming insolvent in 2018 In order to help address this problem, the
Governor proposes to trailer bill language to iasee MVA revenues by increasing the base vehicle
registration fee. The Governor also proposes nevAM¥penditures as discussed below.

Increased Revenue§.he Governor proposes to increase the base vehigistration fee by $10 (from
$46 to $56), effective January 1, 2017, and tonitie base registration fee to the Consumer Price
Index (CPI), beginning in 2017-18, allowing the feeautomatically increase with inflation, simikar

the CHP fee and the driver license fee. The Gov&rrmudget assumes that the increased fee will
generate about $80 million in 2016-17, and abo60%&illion upon full implementation in 2017-18.

Increased Expenditures.The Governor’'s budget includes proposals that dounicrease MVA
expenditures. The major expenditure proposalsiaoeisised in more detail later in this agenda.

Background: The MVA supports the state’s activities relatedh® administration and enforcement of
laws regulating the operation or registration dfigkes used on public streets and highways, asagell
to mitigate the environmental effects of vehicleissions. Due to expenditures outpacing revenues,
the MVA faced an operational shortfall in 2015-16 about $300 million, which was addressed
through the one-time repayment of $480 milliondaris that were previously made from the MVA to
the General Fund. Absent corrective actions, theo@tt would again experience an operational
shortfall in 2016-17. The figure below shows therent and projected fund balance of the MVA
under the Governor’s budget proposal.
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Motor Vehicle Account Fund Balance Forecast
(as of January 2016, dollars in millions)

2014-15 2015-16  2016-17 2017-18 2018-19 2019-20 2020-21

BEGINNING RESERVES $445 $299 $472 $201 $131 $110 $120
REVENUES AND
TRANSFERS
$10 Fee Increase $79 $359 $398 $437 $477
Registration Fee $2,653 $2,710 $2,764 $2,822 $2,882 $2,943 $3,005
Other Fees $542 $538 $472 $547 $573 $573 $582
Total Fee Revenue $3,195 $3,248 $3,315 $3,728 $3,853 $3,953 $4,064
General Fund Loan $0 $480 $0 $0 $0 $0 $0
Transfers To Other Funds -$69 -$71 -$76 -$80 -$82 -$84 -$85
Total $3,126 $3,657 $3,239 $3,648 $3,771 $3,869 $3,979
Revenues/Transfers
Total Resources $3,571 $3,956 $3,711 $3,849 $3,902 $3,979 $4,099
EXPENDITURES
CHP $1,976 $2,104 $2,160 $2,241 $2,325 $2,412 $2,502
DMV $1,044 $1,080 $1,054 $1,065 $1,076 $1,086 $1,097
ARB $121 $124 $124 $126 $129 $132 $134
Other $97 $67 $85 $87 $89 $90 $92
Cap Outlay/Facilities $34 $109 $87 $199 $173 $139 $188
Expenditure Total $3,272 $3,484 $3,510 $3,718 $3,792 $3,859 $4,013
Reserve $299 $472 $201 $131 $110 $120 $86

RevenuesThe MVA receives most of its revenues from vehidgistration fees. In 2015-16, $3.2
billion in revenues are estimated to be deposit@d the MVA, with vehicle registration fees
accounting for about $2.3 billion (72 percent),shswn in the figure above. Vehicle registrationsfee
currently total $70 for each registered vehiclejoittonsists of two components:

* Base Registration Fee ($46]Jhe state charges a base registration fee ofvit6$43 going to
the MVA and $3 going to support certain environmaénnitigation programs. The base
registration fee was last increased in 2011 by(®b2n $34 to $46).

 CHP Fee ($24).The state also charges an additional fee of $atdinectly benefits CHP. In
2014, this fee was increased by $1 (from $23 tg $2d was indexed to the CPI.

The MVA also receives revenue from driver licensest Revenue from these fees fluctuates based on
the number of licenses renewed each year. In regeants, such revenue has averaged about $300
million annually, accounting for roughly 10 percefttotal MVA revenues. The current driver license
fee is $33 and was last increased by $1 in 2014d.dFiver license fee is also indexed to the CPé Th
remaining MVA revenues primarily come from latedesssociated with vehicle registration and driver
license renewals, identification card fees, andcelianeous fees for special permits and certifgate
(such as fees related to the regulation of autolmalgialers and driver training schools).

The use of most MVA revenues is limited by the foafiia Constitution to the administration and
enforcement of laws regulating the use of vehidespublic highways and roads, as well as certain
other transportation uses. However, roughly $70ionilof the miscellaneous MVA revenue sources
are not limited by constitutional provisions. Besauhey are available for broader purposes, these
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revenues are not retained in the MVA, and due tdgbtary shortfalls beginning in 2009-10 were
transferred to the General Fund.

Expenditures.The MVA primarily provides funding to three statepartments—CHP, DMV, and the
Air Resources Board—to support the activities aueal in the California Constitution. In recent
years, expenditures from the MVA have increasethé&of these increases affect the MVA only in the
short run (such as increased limited-term fundmd@MYV for the implementation of AB 60 (Alejo),
Chapter 524, Statutes of 2013). Others create fetegen cost pressures on the MVA that can extend
several years. These ongoing cost drivers include:

» CHP Officers’ Salary IncreasesThe state and the union representing CHP officegotiated
a memorandum-of-understanding (MOU) in 2013 thaivigles salary increases for CHP
officers annually from 2013-14 through 2018-19. TM®U specifies that the increases are
determined by calculating the weighted averagenefdalaries of the state’s five largest local
police agencies. As a result, CHP officers receiaeerage salary increases of five percent a
year in both 2013-14 and 2014-15, increasing orggMiA costs by $10 million.

* CHP Air Fleet ReplacementAs part of the air fleet replacement plan for CHPG aircratft,
the Legislature approved $17 million in 2013-146 $tillion in 2014-15, and $14 million in
2015-16. Under the plan, the funding level forfiet replacement will remain at $14 million
in 2016-17, and decline to $8 million in 2017-1& aemain at that level on an ongoing basis.

 CHP Area Office Replacementin 2013-14, the Legislature approved $6.4 million the

Administration’s multiyear plan to replace existiGHP area offices. The funding supported
the acquisition of land for one new office and #uanced planning to replace five additional
offices. For these five offices, the Legislaturésequently approved $32.4 million in 2014-15
for the acquisition of land, $137 million in 2016-1for the design and construction of these
facilities, and funding for advanced planning fop wo five additional facilities. The
Administration’s Five-Year Infrastructure Plan indes estimated capital costs for CHP of
$789 million MVA over the next five years.

DMV Field Office Replacementln 2015-16, the Legislature approved $4.7 milliorinitiate
the Administration’s multiyear plan to replace ¢xig DMV field offices. The funding
supported pre-construction activities to replaceg¢rDMV field offices. The Administration’s
Five-Year Infrastructure Plan includes estimategitahcosts for DMV of $496 million MVA
over the next five years.

LAO Comments: The LAO finds that the Legislature will need to ¢agteps to address the ongoing
shortfall in the MVA and prevent insolvency. Whilee Governor’s approach is one way of addressing
the shortfalls in the near term, there are altéreaf and under the Governor’'s approach, the LAO
estimates that the MVA would likely face an operaél shortfall in the tens of millions of dollarg b
2019-20. Based on this, the LAO recommends thedlaggire consider taking actions to ensure that
the MVA is sufficiently balanced in both the neaddong-term. The Legislature could address such
shortfalls by adopting a mix of the following stgies:

* Reduce or Limit MVA ExpendituresOne approach to addressing the shortfalls in tNANS
to reduce expenditures or slow the pace of spengliagith. Even a modest reduction to the
pace of spending growth could significantly hel@ tMVVA’'s condition in the future. For
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example, the Legislature could defer the starteat wapital projects to replace CHP and DMV
facilities, or approve fewer new projects in futyears than are included in the 2016 Five-Year
Infrastructure Plan.

* Increase MVA RevenuesAs proposed by the Governor, the Legislature contilease the
vehicle registration fee. In determining an appiaterfee increase, it will want to consider the
potential fiscal impacts on vehicle owners. Theitkedgure could also choose to increase non—
registration MVA fees, such as driver license fees.

e Eliminate General Fund Transfer.As mentioned earlier, the MVA receives roughly $70
million in miscellaneous revenues that are not tkchi in their use by the California
Constitution. Under existing law, these revenuesteansferred to the General Fund, making
them unavailable to support MVA expenditures. Thegiklature could change state law in
order to keep these revenues in the MVA.

Staff Comment. Staff agrees with the LAO comments that the Legisi&awill need to take actions to
ensure the future solvency of the MVA. The Legislatmay want to consider approving the vehicle
registration fee increases proposed by the Admatieh and taking other actions to reduce the cost-
pressure on the MVA in the future, such as appiiever new capital outlay projects in future years
and taking steps to eliminate the transfer of aB@@t million MVA funds to the General Fund.

Staff Recommendation: Approve as proposed the Administration’s proposeaintrease the vehicle
registration fee and the related trailer bill laage.

Vote:
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Issue 2: Self-Service Terminal Expansion Project fviously heard on April 14, 2016) |

Governor’s Proposal: The Governor proposes $8 million from the MVA anangoing basis to fund
existing and increased costs related to self-sem@mminals. The proposal is part of an overalhpta
expand the use of self-service terminals as amnaliige for customers who would otherwise handle
their transactions in DMV field offices. The DMV agiis to increase the number of self-service
terminals by 30 to 50—for a total of between 80 dfi total terminals statewide. These new
terminals would be placed in businesses aroundttte, such as grocery stores or convenience stores
to provide greater access to DMV services.

Specifically, the proposed $8 million includes thkowing:

« $4.4 million to support the existing costs of tf87 vendor transaction fee at the current level
of 1.2 million self-service terminal transactiorithese have historically been paid for from
existing resources within DMV’s base budget.

« $3.6 million to fund increased costs in 2016-17hfrthe proposed expansion of self-service
terminals. This amount includes funding to pay #3875 vendor transaction fee for roughly
1 million additional transactions estimated to acthem the expansion, as well as for the
installation and training costs related to the mesninals.

Background: DMV handles about 30 million vehicle registratioenewal transactions each year.

Customers can renew their registration throughairt@e several options currently available to them.
These include mailing in renewals or coming inwdioffices or auto clubs, and completing renewals
over the internet and through self-service ternsimald business partners.

The figure below shows the proportion of registmatrenewal transactions that were completed in
2014-15 under each service option.

Customers Use Various Methods to
Renew Vehicle Registrations

2014-15

Self-Service Terminals Other

Business Partners

Internet
Auto Club

Field Office

Mail

Total: 28 Million

Source: Legislative Analyst's Office

Senate Committee on Budget and Fiscal Review 24



Subcommittee No. 2 May 17, 2016

Self-Service Terminals at DMV Self-service terminals, which allow customers tocess their
vehicle registration renewal transactions at akkiosake up about four percent of total transactions
The DMV’s 50 existing self-service terminals aredted inside DMV field offices, accept multiple
payment methods including cash, and provide a tragjen card and sticker to the customer upon
completion of the renewal. These terminals can beraenient alternative to DMV field office staff
and, according to DMV, can be especially helpfuttistomers who are paying with cash or those who
wait until the deadline to renew their registration

DMV’s costs for self-service terminal transactionsludes a reported $5.62 in administrative costs f
DMV and a $3.75 service fee that DMV pays to theda that provides and maintains the terminals.
Under DMV’s existing contract for its 50 self-sargiterminals, the vendor provides the self-service
terminals at no initial cost to the state, but gearDMV a $3.75 fee for each transaction complated
a terminal. (In contrast, the average cost for sifmss partner transaction does not include acservi
fee as this is paid, on top of the base registdee, directly by the customer to the businestpa)
Based on the expected number of transactions, DstWnates self—service transactions will cost a
total of $11 million in the current year: about &énillion in administrative costs and $4.4 millian
transaction fee payments to the vendor.

Use of Self-Service Terminals Has Increased Sigedintly. In October 2010, DMV administratively
redirected resources within its base budget to ftival installation of 25 self-service terminals.
Subsequently, the department redirected additioesburces to double the number of self-service
terminals to 50. The figure below shows the numifetransactions processed through self-service
terminals since they were first implemented. While total number of transactions processed through
self-service terminals is small compared to otlewise options, use of the terminals has increased
significantly during the six years that they haeei in operation—from 124,000 transactions in 2010-
11 to an estimated 1.2 million transactions in 2065

Self-Service Terminal Transactions
Have Increased Significantly

Number of Transactions
1,400,000
1,200,000
1,000,000
800,000 -
600,000 -

400,000 A

200,000

I T T T T 1
2010-112 2011-12 2012-13 2013-14 2014-15 2015-16
(Estimated)

2 Reflects partial year of operation. Terminals first installed in
October 2010.

Source: Legislative Analyst's Office
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Self-Service Terminals Are Cost-Effectiv€he base registration renewal fee charged to cuestom

the same regardless of the method the customersebdo process the renewal. However, DMV’s
costs to process vehicle registration transactioiféer significantly by processing method.
Specifically, field office staff transactions ateetmost costly, with the average field office tictson

for a registration renewal costing $23.63. In corigma, transactions processed at self-service
terminals have an average cost of about $9.37rpesdction. Internet and mail transactions are the
least costly at an average cost of $4.54 and $@<®ectively.

LAO Comments: The LAO finds that expanding the use of self-savierminals, including to
locations outside of DMV field offices and outsiodeDMV'’s regular business hours, has merit. Doing
so would provide greater access to DMV’s custonisrgroviding additional options to complete
DMV transactions. In particular, these terminalsildaassist customers who pay with cash, and those
who wait until the deadline to renew their registna—two of the main reasons why customers
currently renew their registration in a field officBecause transactions processed through a self-
service terminal have lower costs than field offtcensactions, expanding the use of self-service
terminals could also result in operational effides and savings.

The LAO raises two concerns with the Governor’'sppsal. First, that the DMV has provided little
information about its plan to expand self-servieerinals, specifically information on the sequegcin
plan, the location of terminals, and the estim#¢®dl of savings from expanding this technologyeTh
LAO finds that the absence of a complete implentariglan makes it difficult for the Legislature to
assess the full costs of the proposal, make apptepadjustments to DMV’s budget to account for
workload shifted out of field offices, and to ersuhat the expansion of self-service terminals meet
legislative priorities.

Second, the LAO finds that the proposed $8 milliocrease is not justified and that DMV has not
attempted to account for reduced field office gisassociated with the use of self-service terminals
The LAO estimates that if all transactions fromséixig terminals directly offset the need for field
office transactions and DMV was able to make sigfit adjustments to account for the lower field
office workload, DMV would save up to $17 milliommually. At the projected higher level of
transactions under the Governor’'s proposal, savomsd be as much as $29 million. While it is
unlikely that DMV could fully capture these savirigghe short run, because some of their fieldceffi
costs are fixed (such as facilities costs), theadepent could achieve a portion of these savinghen
short run, and potentially more in the longer ridditionally, LAO notes that $4.4 million of the
amount requested is already funded from DMV’s Hdasdget as a result of various redirections. The
LAO also notes that under the Governor’'s propasiabut two million motorists are estimated to use
self-service terminals. However, the costs of #léservice terminal transaction fee would effeetyv

be spread across all registered vehicle ownersrr#tian just those who actually use the terminals.

Finally, the LAO recommends that the Legislatujeaethe Governor's proposal for $8 million from
the MVA to support the costs of existing self-seeviterminals, as well as those of additional
terminals. The LAO notes that DMV could continueftmd the existing self-service terminals and
expand the number of terminals without this fundagymentation. The LAO also recommends that
the Legislature require DMV to develop a detailddnpon the use and expansion of self-service
terminals. In order to ensure the Legislature rexithe plan in a timely manner, the LAO
recommends adopting budget bill language requiBiMlV to submit the plan by January 10, 2017.
The language should also specify that DMV shall paiceed with its expansion plan until it is
submitted to and reviewed by the Legislature.
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Specifically, the plan should include (1) a sequegstrategy (including the approach and timing for
increasing functionality of the terminals and hdwattrelates to expanding the number of terminals),
(2) DMV’s assessment of which locations are gooddadates for self-service terminals and the
criteria DMV used to determine these locations, é)dhow DMV intends to account for the cost
savings generated from the use of self-serviceiteds and identify the adjustments necessary to
reflect a reduction in field office workload. Asetlegislature evaluates this plan, it will also wan
consider the potential benefits and limitationspaésing the cost of self-service terminals on ® th
customers who benefit from the convenience of usimgkiosks, rather than spreading these costs
among all registered vehicle owners.

Staff Comments: Staff agrees with the concerns raised by the LAGuathe lack of an expansion
plan for SSTs. A comprehensive long-term plan wdétp to ensure that DMV is implementing the
most cost-effective and accessible options for ggsing transactions. Such a plan would help DMV to
better prepare for expanding the use of SSTs aaBlerihe Legislature to plan for future budget
requests. Because any expansion of automated pnogesptions could potentially significantly
reduce the need for staff to process transactindkeep to a minimum expansions of office space tha
may be needed in the future, such a plan shoutdcalssider these factors.

The Legislature would also benefit from receivinfprmation about savings from the use of SSTs so
that it can determine whether to redirect staff vain® “freed up” when processes are automated or to
achieve savings by reducing position authority.

Staff Recommendation: Approved as budgeted and adopt supplemental ragodnguage to have
DMV report the location and utilization of self-sgre terminals, as well as any costs savings riegult
from the diversion of transactions through thesmiteals.

Vote:
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\Issue 3: New Motor Voter Program

Governor’s Proposal: The Governor proposes $3.9 million General Fundrfiplementation of AB
1461 (Gonzales), Chapter 729, Statutes 2015.

Specifically, the $3.9 million is for the following
e $424,000 for 3.7 positions.

* $1.3 million for driver license/ identification @afDL/ID) and change of address forms reprint
and/or destruction.

* $1.7 million for imaging machine replacement andnteance contract and facilities cost for
new cabling.

» $457,000 for DMV DL/ID systems software modificatiand update.

Background: The National Voter Registration Act (NVRA) of 1988ndated that all 50 states make
it easy for U.S. citizens to register to vote wiagplying for a DL/ID card. This mandate include the
requirement to offer the voter registration optiorevery customer who applies for a DL/ID card.sThi
resulted in revisions to DMV’s DL/ID card applicati, which currently includes a section that asks
“Do you wish to register to vote or to update ywater record?” The applicant must indicate thabhe
she:

1. Is registering to vote for the first time or is vegting a voter registration change (name change
or change in political party).

2. Does not wish to register to vote or change themvagistration address.
3. Requests the department to update the voter ratjstraddress to a new county.
4. Requests the department to update the voter raystraddress within the same county.

The DMV mails all completed voter registration faro local election officials. The department
currently provides files to the Secretary of S&&S) on all DL/ID card holders approaching their
18" birthday. The SOS then follows up by communicatimgndividuals regarding his or her right to
vote. A voter registration affidavit is also en@dswith DL renewal notices. The department assists
with online voter registration through the SOS'dgre by providing the SOS with a copy of a DL/ID
card holder's digitized signature in order to cogtgkhe online voter registration process.

AB 1461 Requires DMV to Register all Eligible Apgéints to Vote (Unless They DeclindB 1461
requires the DMV to electronically transmit to tl&OS specified information related to voter
registration, including the applicant's name, d#téirth, address, digitized signature, email addre
telephone number, language preference, and other wegistration related information, as well as
whether the applicant affirmatively declined toistgr to vote.
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Changes to DMV Processes from AB 146The costs that will be incurred by DMV for
implementation of AB 1461 are related to the reeegiing of current processes, new hardware,
software, and equipment, as well as systems prognagn Due to the requirement of needing
additional customer information, DMV will eliminatine current practice of combining change of
addresses for DL/ID cards and vehicle registrafgdR) on a single form. Instead, each process
(DL/ID and VR) will have separate forms and sepanabrk streams. The change of address forms
processed through the mail will now require additilotime to key a significant number of new data
elements to complete the voter registration porteatding to the overall transaction time. The auirre
renewal-by-mail process for DL/ID cards involvingear-off stub will be replaced by a full-page form
that contains all necessary elements for renewa DL/ID card and construction of a data file for
SOS. In order to collect the voter registrationomiation for renewal-by-mail transactions, the
department will need to purchase new automated pnadessing machines to handle the full-size form
and number of data elements. This will create atitiathal headquarters processing workload for both
the operation of the machines and the technicisreweof forms when the automated system cannot
read all data elements.

AB 1461 specifies that DMV shall complete implenaitn one year after the SOS certifies all of the
following:

* The state has a statewide voter registration datatteat complies with the requirements of the
federal Help America Vote Act of 2002.

* The Legislature has appropriated the funds nece$sathe SOS and DMV to implement and
maintain the California New Motor Voter Program.

* The SOS has adopted regulations to implement thageons of the bill.
As of February 2016, SOS estimates the earliesttdabegin implementation would be July 1, 2016.

Staff Comment: Concerns have been raised that the field officegss DMV has implemented for
motor voter does not follow best practices and tiriscess does not always ensure the capture of
additional voter registration information such gdianal questions about party preferences, language
preference for election materials, whether one @ssto be a permanent vote-by-mail voter, and
whether one wishes to be a poll worker. Trailel laihguage may need to be adopted to address this
problem.

Staff Recommendation: Reject the Governor's proposal so that this issaoesgto Conference
Committee which will allow for additional time t@uosider ways to improve the process.

Vote:
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Issue 4: REAL ID Driver License or Identification Card Trailer Bill Language

Governor’s Proposal: The May Revision proposes trailer bill languaget tvauld amend existing
statute to conform with federal REAL ID requiremgnt

Background: Congress enacted, and the President signed, HE8-"Real ID Act of 2005" on May
11, 2005, which is designed to improve the secuwitdriver's licenses (DL) and identification (ID)
cards issued by individual states. The act incluthrsain minimum document and license issuance
requirements, and it provides that only personk eigjal presence status can be issued a DL/ID card.

REAL ID also requires that only one document cansbaed per person (so for those individuals that
have both a DL and an ID, they will be issued a.0REAL ID also changes the requirements for the
senior ID which, under current state law, expiriéeral0 years but under REAL ID can be in effeat fo
no more than eight years before it must be renewed.

Staff Comment: The proposed trailer bill changes would not tekect until January 1, 2018. There
does not appear to be a reason that these chaeggsago through the budget process.

Staff Recommendation: Reject the proposed trailer bill language andatlithe Administration to
pursue these changes through the policy bill pces

Vote:
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