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VOTE-ONLY CALENDAR

ENVIRONMENTAL L ICENSE PLATE FUND (MULTIPLE DEPARTMENTS )—HEARD ON MARCH 3

1. The Governor’s budget proposes $38.8 million inemxgtures and $42 million in revenues.
After required transfers to the Motor Vehicle Acob$2.4 million), the amount available
for expenditure is $39 million. The figure belowtlnes the Environmental License Plate
Fund (ELPF) expenditure proposals for the currezdryand budget year. In addition, the
Governor proposes trailer bill language to requine department to collect a permit
application fee for processing permits under thif@aia Endangered Species Act (CESA).
The proposal includes a graduated fee scheduleal lmaséhe cost of the project. Fund would
be deposited into a new account at the departnteat,'Endangered Species Permitting
Account,” to be used, upon appropriation for thestcof processing the permit or to
implement CESA.

Environmental License Plate Fund Shortfall Solution
2016-17 Proposed Expenditures
(Dollars in Thousands)

2014-15 2015-16 2016-17
Function (Final) (Estimated) (Estimated)
Department of Fish and Wildlife $15,511 $9,762 $15,652
Conservancies $9,556 $11,492 $10,720
Secretary for Natural Resources $3,419 $3,788 $4,299
Natural Resource Agency Departments $4,651 $5,429 $4,396
Tahoe Regional Planning Agency $3,998 $3,998 SO
Department of Parks and Recreation $2,713 SO SO
Cal-EPA boards and Departments $1,242 $1,479 $1,471
Department of Education $S403 $410 $410
Total $41,493 $36,358 $36,948

Staff Recommendation:
1. Approve funding as proposed.

2. Approve trailer bill with the following fee exceptis: (1) the project purpose is voluntary
habitat restoration and the project is not requasanitigation; and, (2) the project is not
part of a regulatory permit for non-habitat restiora or enhancement construction
activity, a regulatory settlement, a regulatoryogoément action, or a court ord&his is
intended to conform to the Assembly Budget Suli@rtiall clarification.

Vote:
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MARIJUANA CULTIVATION (MULTIPLE DEPARTMENTS )—HEARD ON MARCH 3

Medical Marijuana
Governor’'s Environmental Protection and Agriculture Proposals
(Dollars in Millions)

PUrDOSE 2016-17 2016-17

P (Proposed) (Proposed) Fund Source

Department of Fish and Wildlife $7.6 $5.8 General Eund
5.2 6.0 General Fund

State Water Resources Control Board 05 0.7 WDPF!
Department of Pesticide Regulation 0.7 0.7 DPR Fund?®
Department of Food and Agriculture 3.3 3.3 MM Fund®
Total $17.3 $16.5

"Waste Discharge Permit fund
2Department of Pesticide Regulation Fund
®Medical Marijuana Regulation and Safety Act Fund

Staff Recommendation: Approve as proposed.

Vote:

(MULTIPLE ) PROPOSITION 1 STATEWIDE OBLIGATIONS POT—HEARD ON MARCH 3

Governor’'s New Proposition 1 Proposals
2016-17 (Dollars in Millions)

Activity Amount
Klamath River Hydroelectric Settlement $250
Central Valley Project Improvement Act 90
Salton Sea Restoration Act 80
San Joaquin River Restoration Agreement 45
Total $465

Staff Comments: As discussed at the hearing on Marcle@)cerns have been raised that not all

program areas listed in the bond, specificallyThboe region, were funded in the final selection
process.

Staff Recommendation: 1. Approve Governor’'s funding proposal, includingmanistrative
funding to the Natural Resources Agency and Stas¢eY\Resources Control Board for Salton
Sea Implementation. 2. Approve an additional $20ioni (Proposition 1) for the Tahoe
Environmental Improvement Program, directed to Nla¢ural Resources Agency for grants. 3.
To conform to the Assembly, add annual reportintpéolegislature on Prop 1 implementation.

Vote:
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0540SECRETARY FOR NATURAL RESOURCES(AND PARTNER AGENCIES)

1. River Parkways, Urban Greening and Urban Streams. The budget requests to
appropriate the remaining funds for the river paaisy urban greening and urban streams
programs, a total of $5.6 million (Proposition 18).addition, the proposal would extend
funding ($140,000) and authority for a position fiee years to manage the grants associated
with these programs.

2. Implementation of SB 630 (Bi-State Regional Compakt The budget proposes total
funding of $950,000 to be drawn from the Lake TalSmence and Lake Improvement
Account to implement SB 630 (Pavley), Chapter 7S@&tutes of 2013, as follows: (1) the
secretary requests $150,000 for the bi-state seibased advisory council; (2) the Tahoe
Conservancy requests $400,000 for aquatic invaspexies projects and improved public
access to sovereign lands; and, (3) the State Viaterd, for the Lahontan Water Board,
requests $400,000 for near shore monitoring of mguality in Lake Tahoe.

Staff Recommendation: Approve as proposed.
Vote:

O555SECRETARY FOR CALIFORNIA ENVIRONMENTAL PROTECTION AGENCY (CAL-EPA)

1. California Environmental Report System Application Support Resource. The budget
requests $127,000 from the Unified Program Accofart one permanent position to
accommodate maintenance and operations workloathdéoCalifornia Environmental Report
System. Workload needs for this position requestehaeen provided through contractor
resources for the previous five years.

2. California-Mexico Water Resources Improvement—Borde Relations Council. The
budget requests $175,000 from the California Rexycling Management Fund for one
permanent position, including $50,000 one-time @& 17 for contract funding, to support
the California-Mexico Border Relations Council atslexpanded roles and responsibilities,
including the requirement to establish the newrriwater quality, public health, and river
parkway development programs, pursuant to AB 968uféitdo Garcia), Chapter 668,
Statutes of 2015. This proposal covers the antiegpancreased workload within the office of
the secretary, border and intergovernmental aftacsion.

3. Agency Cyber Security Workload Growth. The budget requests $1.1 million from
multiple special fund sources and four permanerditiopms, to accommodate workload
growth associated with increased demands for seguhe Cal-EPA’s critical information
technology assets from compromise or business itpac ensuring the confidentiality,
integrity, and privacy of confidential information.

Staff Recommendation: Approve as proposed.

Vote:
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3340CALIFORNIA CONSERVATION CORPS(CCC)—HEARD ON MARCH 17

1.

Residential Expansion The budget requests a five—year plan for majgraggion of
residential centers. The Administration’s recemé{year infrastructure plan, which proposes
state spending on infrastructure projects in adkarof state government through 2020-21,
includes a major expansion of the CCC residentaiter program. Specifically, the plan
proposes a combined total of $171 million over tiegt five years from the General Fund
and lease-revenue bond funds to design and cohseucCCC residential centers.

Butte Fire Center. The budget requests $2.6 million (General Fun#)s positions, and 47
corpsmembers, to convert the former CalFIRE Magdbaility into a residential
corpsmember facility serving Butte County.

Auburn Campus: Kitchen, Multipurpose Room, and Dorm Replacement The budget
requests $19.6 million from the General Fund fa tlonstruction phase of a new kitchen,
multipurpose building and dormitory to replace thurent facilities at the Auburn campus.
This proposal is to complete the ongoing Auburnitehutlay project. This includes the
spring finance letter requesting to reappropridta $nillion for working drawings phase.

Fuel Reduction Program. The budget requests $2.7 million in 2016-17 an® $&illion in
2017-18 in State Responsibility Area Fire Prevan{iSRA) funds, and position authority for
up to five positions for program oversight and agistration activities, effective January 1,
2017, through June 30, 2018, to continue the FeduBtion Program for two years.

Vehicle Replacement PlanThe budget requests a three-year increase in herpanditure
authority of $812,000 in the Collins Dugan Reimlemgnt Account in 2016-17, 2017-18,
and 2018-19, to annually replace approximatelyythiehicles in its fleet.

C3 Project Funding Augmentation. The spring finance letter requests a one-time éudg
augmentation of $409,000 for 2016-17, funded by @walins-Dugan Reimbursement
Account Fund, for consultant services for projagilqy management.

Minimum Wage Funding Increase and Technical Adjustnent. The spring finance letter
requests $1.4 million ($394,000 General Fund, $@%,Collins Dugan Reimbursement
Account, $396,000 SRA Fund, $97,000 Propositioni32016-17 and ongoing to fully fund
the corpsmembers' minimum wage increase of $1.00q@ar, effective January 1, 2016. In
addition, CCC is requesting a technical adjustntenteduce its 2016-17 General Fund
appropriation by $2.5 million, to correct the oimaé cost adjustments in the January budget.

Tahoe Base Center: Equipment Storage Relocatiolhe spring finance letter requests to
reappropriate $1.6 million for the working drawingsd construction phases for the Tahoe
Base Center project, due to unanticipated projeletyd.

Staff Recommendation: Approve as proposed.

Vote:
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3360CALIFORNIA ENERGY ComMMmISSION (CEC)—HEARD ON MARCH 10

1.

Continued Support of Energy Infrastructure to Meet 21st Century Policy and Planning
Objectives. The budget requests the conversion of six lirieeth positions to permanent
to continue supporting the revival of energy datkection activities and the development of
disaggregated energy demand forecasts, to impleamehsupport statewide energy decisions
at the CEC. Total funding request for this propas&724,000 from the Energy Resources
Program Account (ERPA).

Convert Limited-Term Positions to Permanent. The Governor’'s budget requests the
conversion of one limited-term position to permartercontinue ongoing implementation of
the Acceptance Test Technician Certification Preksd at a cost of $107,000 (ERPA). The
budget requests conversion of one position (intenal relations senior advisor) to
permanent to continue coordination with other metias it relates to greenhouse gas
emission reductions, at a cost of $120,000 (ERPA).

Adjustments to Electric Program Investment Charge EPIC). The budget requests an
increase of $11.2 million (EPIC) for program andnaustration funds, as well as $4.5
million in one-time technical assistance for teclhisupport activities, as directed by the
California Public Utilities Commission (CPUC).

One-Time Expenditure Authority for Unspent Public Interest Energy Research (PIER)
Natural Gas Funds.The budget requests approval of unspent funds thenPIER Natural
Gas Fund as directed by the CPUC. The CPUC ditket€EC to submit a research plan to
utilize $3.6 million in unspent funds, resultingiin completed projects that came in under-
budget.

Public Goods Charge Ramp-Down.The budget identifies the reduction of nine posisi
and $1.3 million from the Public Interest Resedb#velopment and Demonstration Fund,
consistent with the sunset of the authority toemdlithe Public Goods Charge on January 1,
2012.

Legislative Implementation. The budget requests eight permanent positions$&a,000
in baseline technical support, for a total requafs$1.6 million (ERPA), to support the
implementation of AB 802 (Williams), Chapter 59Qtataites of 2015, which accelerates
energy efficiency through benchmarking and customigta analysis. The budget also
requests one permanent position and $135,000 (ER@Aplement AB 865 (Alejo),
Chapter 583, Statutes of 2015, which charges CEG developing a diversity outreach
program to qualified businesses.

Staff Recommendation: Approve as proposed.

Vote:

Senate Budget and Fiscal Review Committee Page 7



Senate Budget Subcommittee No. 2 May 5, 2016

3480 DEPARTMENT OF CONSERVATION

1. California Farmland Conservancy Program. The budget requests a one-time local
assistance appropriation of $1.2 million (Propositi40). Funds will be used by the
California Farmland Conservancy Program to progdnts to local governments and non-
profit land trusts to permanently protect farmlgnmn conversion to non-agricultural uses
via permanent agricultural conservation easements.

2. Oil and Gas Training Program. Division of Oil, Gas, and Geothermal Resources
(DOGGR) requests two permanent positions and alibasappropriation increase of $1.3
million from the Oil, Gas and Geothermal Resoureéesd (OGGAF), ongoing. Funding will
be used to develop, implement, and conduct a cdmepsive training program designed for
DOGGR regulatory staff.

3. AB 1420 Implementation. The budget requests ten permanent positions ahdsaline
appropriation increase of $1.4 million ($1.2 milli@ngoing), from OGGAF. Positions and
funding will be used to prevent possible pipeliméeases by requiring that sensitive gas
pipelines are tested on a periodic basis; pipeliaes mapped accurately to determine
potential threats; provide transparency to theipwd to the location of gas pipelines relative
to urban areas; and, to review and update existgylations as required by AB 1420
(Salas), Chapter 601, Statutes of 2015.

4. Orphan Well Remediation The spring finance letter requests an increas®lomillion
(OGGAF) to remediate hazardous orphaned wells. thadilly, the department requests
provisional language to increase the expenditurgt Ion orphan well remediation. No
position authority is requested.

5. Technical Adjustments. The spring finance letter requests: (1) re-appatipn of $10
million (OGGAF) shifting from data management te Bpen Space Subvention Program at
the Strategic Growth Council; and (2) reversion eeappropriation of $180,000 (Proposition
84) to the California Farmland Conservancy Program.

Staff Recommendation: Approve as proposed.

Vote:

Senate Budget and Fiscal Review Committee Page 8



Senate Budget Subcommittee No. 2 May 5, 2016

3540DEPARTMENT OF FORESTRY AND FIRE PROTECTION —HEARD ON MARCH 17

1. Capital Outlay. The Governor's budget requests funding for thieviang capital outlay
proposals: (1) relocate the Potrero Forest Fir¢éidbtg$400,000, General Fund); (2) phase
five of the statewide communications system repteag ($1.6 million, General Fund); (3)
Ishi Conservation Camp domestic drinking water eystreplacement ($871,000, General
Fund); (4) replacement of water boilers at Fennanyon Conservation Camp ($376,000,
General Fund); and reappropriation of funding ety major capital outlay projects.

2. Information Technology and Information Security Staffing Modernization. The budget
requests $3 million ($2.8 million General fund a$#28,000 Special Funds), and 14
positions, to address increasing demands of infaoméechnology systems.

3. Public Information and Education (Drought). The Governor's budget requests $1.6
million ($1.5 million General Fund and $127,000 8pkFunds), and five positions, starting
in 2016-17, to increase staffing for public infotima and education. This extends, in part,
increased funding for drought-related public infatran.

4. Drought. The budget requests $77 million ($74 million Gahérund and $3 million SRA
Fire Prevention Fund), one-time, and 454.8 temyanafp positions, to address heightened
fire conditions due to drought.

5. Fire Safety, Flame Retardants and Building Insulatbn. The budgets requests $125,000
(Building Standards Administrative Special Revotyifrund), on a one-time basis, for a
contract to review, research, test and implemempgsed building standards for fire safety of
retardants in building insulation.

6. Board of Forestry Fire Protection Effectiveness Moitoring Services. The budget
requests $425,000 (Timber Regulation and ForestoRg®n Fund), for two years, to
improve effectiveness monitoring assistance fromdamic institutions to support the
evaluation of the environmental protection of tleedst Practice Act and rules.

7. Emergency Command Center Staffing.The budget requests $17 million ($16.9 million
General fund and $28,000 various special funds),&n6 permanent positions, along with
34.3 two-year, limited-duration temporary help piosis, to increase Emergency Command
Center (ECC) staffing. The positions are requestdthprove intake of emergency calls and
allocate and manage resources for emergencies.

8. Situational Command Awareness Data AcquisitionThe Governor’s budget requests $7.6
million ($7 million General Fund and $600,000 spééunds) and 12.8 positions beginning
in the budget year, growing to $13.2 million in twears, then leveling off to $7.6 million
after year three, ongoing. The proposal includesgaest for eight vehicles, including one
for a battalion chief, for ongoing field level sugp Additionally, the request will require the
department to lease new office space in order toramodate the additional Sacramento-
based positions.

Senate Budget and Fiscal Review Committee Page 9
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10.

11.

12.

13.

Professional Standards ProgramThe budget requests $4.4 million ($3.7 million oimg)
primarily from the General Fund, and 14 permanesditpns to establish a professional
standards program in headquarters, which wouldudecla unit to provide additional
oversight for internal investigations and adversgoas, as well as expand manager and
supervisor training. The proposed positions wowddtict administrative and background
investigations, provide more training to managers supervisors, and develop guidelines to
promote consistent application of penalties.

Mobile Equipment Replacement Budget.The budget requests a one-time $6 million
(General Fund) for mobile equipment replacemeniemse in 2016-17 to restore funding that
was redirected in 2015-16 to purchase goods andcesrto address the removal of
vegetation impacted by drought and pests.

Mount Bullion Conservation Camp: Emergency Sewer Sstem ReplacementThe budget
requests $833,000 (Public Works Construction Fuodeplace sewage disposal system at
Mount Bullion Conservation Camp in Mariposa County.

Reappropriation of Various Minor Capital Outlay Pro jects. The spring finance letter
requests reappropriation of the minor appropriatifsom the budget acts of 2014 and 2015.
This is a result of a delay of the La Cima ConseovaCamp wastewater treatment system
and the Columbia Air Attack Base facility improvem@rojects.

Implementation of SB 295 and AB 864—Intrastate Pipee Inspection Staffing. The
spring finance letter requests a $1,137 millionnsiieg authority increase to the California
Hazardous Liquid Pipeline Safety Fund and 17 peangpositions support the Office of the
State Fire Marshal Pipeline Safety Division. Thegasal would provide for sufficient
staffing levels to develop, implement, and overses requirements related to SB 295
(Jackson), Chapter 607, Statutes of 2015 and AB(®8&4diams), Chapter 592, Statutes of
2015.Assembly action: The Assembly Budget Subcommitgstex trailer bill language to
add annual reporting requirements in the implem#ataof this proposal as well as a
clarification of the definition of oil.

Staff Recommendation: Approve as proposed including, for Item 13, the ekskly adopted
trailer bill language to add annual reporting aredirdtion clarification for intrastate pipeline
inspection staffing.

Vote:
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3560STATE LANDS COMMISSION

1. Abandonment of Becker Onshore Well. The budget requests $200,000 Oil Spill
Prevention and Administration Fund (OSPAF) in 2Q¥6-and $700,000 in 2017-18, to
conduct Phase One activities related to the abandonof the Becker onshore well. The
well is part of the Summerland Oil Field developedhe late 1890s from shore and from
wharfs that extended into the Pacific Ocean. Thdudes an adjustment made in in the
spring finance letter.

2. Marine Invasive Species Program Database and Workéw. The budget requests
$400,000 and a continuing appropriation of $75,6@Mn the Marine Invasive Species
Control Fund (MISCF) to develop, implement, and m&in an automated interactive public
facing web-based data entry portal that will cdlléata on the ballast water and biofouling
management practices of commercial ships thateamaivCalifornia ports. The budget also
requests $135,000 (MISCF) to support one new semweironmental scientist position.

3. Removal of Dennett Dam.The budget requests $367,000 (General Fund) towerennett
Dam, located on the Tuolumne River in Stanislausr®o The funding request is contingent
upon the Tuolumne River Preservation Trust progdin equal funding match.

4. Selby Slag Remediation.The budget requests $369,350 General Fund in F6-20 to
fund the state's obligation to pay a proportiorsdtare of certain ongoing hazardous waste
remediation costs at Selby, California. Pursuanat1989 Consent Judgment the state’s
share of the cost of remediation is 38 percent.

5. Spatially Indexed Records System.The budget requests $225,000 (General Fund) to
prepare a spatially indexed records managemeng¢rayptan. The results of the planning
phase of the project will ensure that staff anaerts will be able to access historical records,
provide a method to efficiently locate and acces®srds vital to the commission’s mission to
protect records in the event of a disaster.

6. Yosemite Slough.The budget reques®85,000 General Fund to fund the California State
Land Commission's portion of 16 technical studiglsted to the remediation of Yosemite
Slough in San Francisco.

Staff Recommendation: Approve as proposed.

Vote:
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3600DEPARTMENT OF FISH AND WILDLIFE —M AJOR PROPOSALS HEARD ON MARCH 3

1. Gray Lodge Wildife Area—Field 82. The budget requests $108,000 from the Fish and
Game Preservation Fund (FGPF), State Duck Stampuktcfor a project at the Gray Lodge
Wildlife Area to provide habitat for nesting andobd-rearing waterfowl and other wetland
dependent species.

2. Implementation of AB 96—Ivory Sale and Importation. The budget reques$i.8 million
(General Fund) to implement enforcement of AB 9&kis), Chapter 475, Statutes of 2015,
banning illegal trade of elephant ivory and rhirmosehorns in California to protect African
elephants and rhinoceros from extinction.

3. Marine Resources Management and Assessmenthe budget requestan increase in
spending authority of $443,000 per year from theriMaInvasive Species Control Fund
(MISCF) for three years to improve resource assessrand increase the monitoring of
critical marine species, which will result in sificant short and long-term biological,
economic, and social benefits to the people offQalia.

4. Proposition 50 Local Assistance GrantsThe budget requests $2.1 million (Proposition 50)
to award competitive grants that implement comptsehn Water Security, Clean Drinking
Water, Coastal and Beach Protection of 2002, thi€o@da Water Action Plan, and the
Delta Stewardship Council's Delta Plan, consistetit the bond.

5. Technical Adjustments, Reversions and Realignmentfd-unds. The department requests
a reversion of $3 million (Proposition 84) in order provide for availability of funds in
2016-17. The budget proposes to realign the Fish Game Preservation Fun dedicated
accounts, resulting in a $6.2 million overall retioie, to better align the account's
expenditure authority with revenues, to ensureattemunts remain structurally balanced. The
budget requests an ongoing increase of $13.5 millio Federal Trust Fund authority
beginning in 2016-17. This request will establistequate authority for the department to
receive and expend federal grant funds vital todégartment's operation.

6. Proposition 1 Local AssistanceThe budget requests $20 million (Proposition hg-time,
to provide increased grant funding and for prowisidanguage providing authority to award
eligible grants from the 2015-16 grant solicitatoytle for watershed restoration projects.

Staff Recommendation: Approve as proposed with the following draft budgditlanguage:

Item 3600-001-0001. No later than September 30620 department shall convene a group of
relevant budget and policy legislative staff, thegislative Analyst’s office, and the Department
of Finance, to discuss the department’s structimadiget imbalances, as well as the historical
causes of, and potential options for, addressig¢himbalances.

Vote:
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3640 WILDLIFE CONSERVATION BOARD (WCB)

1.

Proposition 1. The budget requests a total of $41.9 million icaloassistance project

funding, that may also be made available for chpitdlay. Of the total amount requested,
$38.4 million is requested for the WCB to contirthe implementation of the stream flow
enhancement program and $3,500,000 is requestetiddban Joaquin River Conservancy
(SJRC), to continue implementation of the multi-df#rnwatershed protection and restoration
program.

San Joaquin River—Proposition 40 Capital Outlay.The budget requests $2.5 million
($1.5 million in expenditure authority and $1 nahi in additional reimbursement authority)
from Proposition 40 to allow the San Joaquin Ri€enservancy (SJRC) to implement its
conservation, public access, recreation, and emwiemtal restoration capital improvement
programs.

Wildlife Restoration Fund. The budget requests $1 million from the Wildlifed®oration
Fund for the purposes of the WCB’s Public AccesgyRam.

Staff Recommendation: Approve as proposed.

Vote:

3720CALIFORNIA COASTAL COMMISSION

Local Coastal Programs. The budget requests: (1) the conversion of thealL&oastal
Program (LCP) enhancement pilot to baseline funditf) 25 permanent staff positions;
and, (2) baseline funding of $3 million (GeneralnBlu per year. This is in keeping with
multiple years of recommendations by the Legiskatiar give the commission the ability to
complete its statutory mandates.

State Tax Return Voluntary Contributions. The budget requests to allocate $430,000 from
voluntary contributions on the state tax returthi® "Protect Our Coast and Oceans Fund" to
the commission as a one-time appropriation in 204.60f this amount, $365,000 would be
a one-year local assistance budget line item teigeoWhale Tail grants. The remaining
$65,000 would be a one-year state operations budgetitem to support outreach and
promotion for the "Protect Our Coast and OceansidFu

Reappropriation of Local Coastal Program Grants.The budget requests reappropriation
of local assistance funds included in the enactetybts for 2013-14 and 2014-15 for Local
Coastal Program (LCP) grants to local governments.

Climate Resilience ProjectsThe budget requests $500,000 Coastal Trust Fundifoate
change adaptation and climate resiliency planning project work. These funds were
originally part of the enacted budget for 2014-15 aatransfer from the Environmental
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License Plate Fund (ELPF) to the Coastal Trust Fanthese purposes. Due to shortfalls in
the ELPF for 2014-15, the commission was direabedlat to spend $500,000 in 2014-15.

Relocation of South Coast District Office.The spring finance letter requests $451,000 from
the General Fund to be used for one-time movingsatdip expenses for the relocation of
the South Coast District Office in Long Beach antyang General Fund funding of
$411,000 for increased rent. The owner of the imgldwhere the South Coast District
Office is currently housed, has given notice to Erepartment of General Services that the
lease will not be renewed under any circumstances.

Staff Recommendation: Approve as proposed.

Vote:

(MULTIPLE ) STATE CONSERVANCIES AND COMMISSIONS

1.

Coastal Conservancy (3760)—Coastal Access and PubAccess ProgramsThe budget
requests $850,000 to the Coastal Conservancy: @303drom the Coastal Access Account
and $350,000 from the California Beach and Cod&tdlancement Account for purposes of
local assistance and capital outlay to continuelempntation of the Conservancy's Public
Access, Education and related programs.

Coastal Conservancy (3760)—Bond Fund AppropriationsThe budget requests $5.4
million in bond funding from the Water Quality, Salp, and Infrastructure Improvement Act
of 2014 (Proposition 1) to the State Coastal Coseswy for the purposes of local assistance
and capital outlay, program delivery, and plannamgl monitoring consistent with the bond
act. The budget also requests reversion of the aumebered balance from a previous
appropriation from Proposition 84 and appropriatioh $25 million to the Coastal
Conservancy from the same fund, for purposes dllassistance and capital outlay, which
includes $7 million in reimbursement authority.

Santa Monica Mountains Conservancy (3810)—Bond Fundppropriations. The budget
requests $200,000 (Conservancy Fund), $775,00p¢Biton 40), $300,000 (Proposition
50), and $1.1 million (Proposition 84pr the acquisition, enhancement, restoration, of
natural lands, improvement of public recreatiorilittes and state operations. This includes
technical adjustments requested in the spring tiedetter.

Los Angeles River Proposition 1 Funding.The budget requests to appropriate $14.1
million Proposition 1 to the Santa Monica Mountai@snservancy and $20 million to the
Rivers and Mountains Conservancy, from the Los AegyeRiver bond allocation. The
Assembly budget committee instead allocated $50amito the Santa Monica Mountains
Conservancy and $50 million to the Lower Los Angeland San Gabriel Rivers
ConservancyStaff proposes this items be held open for conéerenmmittee.
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5. Rivers and Mountains Conservancy (3825)—Proposition50 and Proposition 84
Reversion and Reappropriations.The spring finance letter requests reversion feoR012-
13 Prop 50 capital outlay appropriation and requeshew $168,000 Proposition 50 local
assistance appropriation for 2016-17, with prowvialolanguage to allow the funds to be
available for either local assistance or capitdlayy and available for encumbrance through
June 30, 2019. The spring finance letter also r&tgua reversion of the unencumbered
balance from 2015-16 Proposition 84 support apjeiipn to resolve a negative bond
allocation balance.

6. San Joaquin River Conservancy (3830)—Proposition 4Bunding for Program Delivery.
The budget requests approval to shift program defifunding from Proposition 84 to
Proposition 40, in order to enable the conservaacayaintain the current level of staffing for
program delivery without creating a negative bolhacation.

7. Baldwin Hills Conservancy (3835)—Proposition 40 Acgisition and Improvement
Program. The budget requests $6 million in local assistaocging to provide grants for
acquisitions and capital improvements from Propasi#0, pursuant to the bond act in order
to implementing the conservancy's mission of adogiand developing open space in the
Baldwin Hills area.

8. San Diego River Conservancy (3845)—Reimbursement #wority. The budget requests
$1 million in reimbursement authority to fully ingshent projects consistent with the
conservancy’s mission, and funded by other stad@@ggrants.

9. Coachella Valley Mountains Conservancy (3850)—Propmitions 12, 40 and 84
Reappropriations. The conservancy requests reappropriations from uhexpended
balances of 2013-14 capital appropriations to cmetiits approved mission.

10.Coachella Valley Mountains Conservancy (3850)—MultBenefit Ecosystem and
Watershed Protection and Restoration Project Grantdrogram. The spring finance letter
requests $6.8 million from Proposition 1 to implernthe remaining years in its competitive
Multi-Benefit Ecosystem and Watershed Protectioth Restoration Project Grants Program,
consistent with bond requirements.

11.Sierra Nevada Conservancy (3855)—Proposition 84 Ressions and Spring Finance
Letter New Appropriation. The budget requests reversion of the remainingnoais
Proposition 84 and a new local assistance apptapriaf $403,000 to be used to further the
approved mission of the conservancy, consisteltit bond requirements.

12.Sierra Nevada Conservancy (3855)—Proposition 84 Ressions and Spring Finance
Letter New Appropriation. The spring finance letter requests an increase t$0 i
reimbursement authority from $50,000 by $400,0G8, & total of $450,000, and two
permanent positions to oversee a multi-year reisgment contract with the Department of
Housing and Community Development (HCD).
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13.Sacramento-San Joaquin Delta Conservancy (3875)—Aogentation to Support
Administrations. The budget requests a permanent baseline fundorgase of $10,000
from the General Fund to cover an increase in wstk®mpensation insurance.

14.Sacramento-San Joaquin Delta Conservancy (3875)+mplementation for Restoration
Water Quality, and Economic Development ProjectsThe budget requests an increase of
$290,000 in its federal reimbursement authorityfuity implement the projects funded by
three Environmental Protection Agency grants ande oaconomic development
administration grant.

Staff Recommendation: Approve all but item 4 as proposed. Hold open l&ithos Angeles
River Proposition 1 Funding) for further discussand review.

Vote:
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3790 DEPARTMENT OF PARKS AND RECREATION —STATE OPERATIONS

1. Goat Canyon Sedimentation Basin Maintenance.The budget requests two-year funding
of $1.9 million annually from the California TireeRycling Management Fund beginning in
2016-17 to maintain the Goat Canyon Sediment Baain8order Field State Park by
excavating and processing sediment and trash, sligpérash and reject material, exporting
sediment, testing and monitoring of contaminantsl aonditions, and maintenance of
infrastructure.

2. Hazardous Mine and Mill Remediation. The budget requests one-time funding of $1.2
million from the State Parks and Recreation FunBRB) for permit monitoring, study,
evaluation, alternative analysis, and implementatiof remedial actions to abate
contamination resulting from historic mining acties at Malakoff Diggins State Historic
Park. Malakoff Diggins State Historic Park is cunttg under order issued by the Central
Valley Regional Water Quality Control Board to ot human health, the environment, and
waters of the State.

3. Local Assistance—Various Grant Funding and Operatiig Agreements.Consistent with
previous year appropriations, the budgstuests funds in the amount of $118.9 million from
special and federal funds for the Local AssistaRcegram to provide grants to various
agencies consistent with approved program guidelireands are available for encumbrance
or expenditure through June 30, 2018.

4. Operating Agreements. The department requests approval to negotiate oewxtend
existing operating agreements for Dockweiler SBeach and Robert Crown Memorial State
Beach consistent with statute.

5. Quagga and Zebra Mussel Infestation Prevention Pragm. The budget requests an
increase in ongoing support funding of $186,000nftbe Harbors and Watercraft Revolving
Fund (HWRF) for program delivery of the Quagga &etbra Mussel Infestation Prevention
Grant Program. These funds will ensure successfalirdstration of grants available to
water body managers and owners of reservoirs tieab@en to the public and are currently
un-infested by quagga and zebra mussels.

Staff Recommendation: Approve as proposed. The baseline funding, cominuwntreach
pilot, and public beach restoration program profsosé! be heard after May Revision.

Vote.
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3790DEPARTMENT OF PARKS AND RECREATION —CAPITAL OUTLAY PROGRAM

State Park

Title/Summary

Amount
(Dollars in
Thousands

1. Angel Island
State Park

East Garrison Mooring Field. Requests fundingliierconstruction
phase of this continuing project from the Harbaord Watercraft
Revolving Fund (HWRF). This existing project withprove safety
and convenience of recreational boaters by regtdhe abandoned
mooring field at the East Garrison location of faek and will clean
up the site by removing debris from the bay flasrneeded. This
project will construct up to 32 mooring buoys.

$582
(HWRF)

2. Malibu Creek
State Park

New Stokes Creek Bridge. Requests funding fomtbiking
drawings phase of this continuing project from &ldé Proposition
84 funds. This existing project will replace arséirg, undersized
arch culvert with a bridge to restore a secondacage route for
park visitors in the event of fire or other emergjes and provide a
dedicated service entrance for park staff to actesdistrict office,
thereby eliminating the need to travel throughdampground. In
addition to increasing public safety, this projeciuld also eliminate
a significant portion of the park’s deferred mairgece backlog,
prevent ongoing damage to the existing road artdnethe creek to
its natural configuration.

$233
(Prop 84)

3. Reappropriation

Capital Outlay Program. Requests reappropriatfdheexisting
Capital Outlay appropriation for the preliminanaps phase of the
Old Sacramento State Historic Park Boiler Shop Ration project.
Due to the acquisition process of this propertg,rénovation projec
has yet to start. The preliminary plans phasehweitiin once the
acquisition transfer and settlement agreement jidaioe; currently
anticipated to occur in Fall 2016.

$726
(multiple
funds)

4. Statewide: Off-
Highway Vehicle
(OHV) Minor
Capital Outlay
Program.

Requests funding from the Off-Highway Vehicle Trhksind for the
OHV minor capital outlay program. This will fundree minor
projects at various State Vehicular Recreation &reehese projects
will provide for enhancements or improvements tdrads critical
issues impacting health and safety that includk pperations;
public recreation and access; energy efficiencyg;rasource
protection and restoration. The projects will daaly enhance
program delivery.

$1,716
(OHV
Trust
Fund)

5. Topanga State
Park

Rebuild Trippet Ranch Parking Lot. Requests fugdiom
available Proposition 84 funds for preliminary ahase to
rehabilitate the Trippet Ranch parking lot and sunding area
damaged by erosion and storm water. This projdcteduce the
safety risk to the public, reduce maintenance castd better suppo

interpretive uses of the historic zone.

$316
(Prop 84)

—
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State Park

Title/Summary

Amount
(Dollars in
Thousands

6. El Capitan State

Beach

Entrance Improvements. Requests funding from alvkl
Proposition 84 funds for th epreliminary plans ghessaddress
safety and operational issues at the park entrafioes. project will
provide an alternate safe route for pedestriansaydlists; provide
increased space for today’s larger vehicles ompénk road and
entrance area; replace a culvert with a bridgéleevahe endangere
steelhead trout a barrier free passage; and refilacging and
damaged entrance kiosk.

S

$358
(Prop 84)

7. McGrath State

Beach

Campground Relocation and Wetlands Restoratiomuéss
funding from available Proposition 40 funds forlpngnary plans
phase to relocate the existing campground, maintengard,
employee housing, campfire center, and day usengark he
campground and associated facility relocation/réttaioon,
including utility infrastructure replacement, igjtered due to yearly
flooding, resulting in loss of major revenue getieraand disruption
of access to the operational and visitor use tasli This project
will assist in avoiding significant costs for onggiclean-up and
repair of deteriorating facilities due to regulirold damage.

$1,029
(Prop 40)

8. Prairie City

State Vehicular
Recreation Area

Initial Erosion Control. Requests funding from #-Highway
Vehicle Trust Fund for the preliminary plans phasaddress
erosion issues caused by storm water runoff. pitagect will
include the installation of sediment basins, stamater spray fields,
drainage crossings, and riparian areas. In adgiticere will be
drainage control measures including culverts, dioer ditches, and
swales. The project will meet Best Management tiies (BMPS)
for storm water management pursuant to the feddezn Water
Act. A comprehensive Watershed Assessment Stwjonmned
through a separate effort, will be used as a detajlide in
implementing this project.

$275
(OHV
Trust
Fund)

9. McArthur-
Burney Falls

Memorial State

Park

Group Camp Development. Requests reimbursemembdiytfor
preliminary plans and working drawings phases @b two
adjoining group camps. Development of the grouppsais
expected to increase the park’s group camping dgdaca total of
100 campers. This new project is to be fully rainged with non-
state funds from Pacific Gas and Electric (PG&H)gathions.

$62
(Reimb.)

10. Statewide:

Minor Capital

Outlay Program

Requests funding from available Proposition 84 fufut the state
park system minor capital outlay program. Thid fwihd one minor
project in Sinkyone Wilderness State Park to replditapidated and
failing vault toilets. These improvements are reeeth address
health and safety concerns related to sewage disaod limit

ongoing special repair/deferred maintenance costs.

$395
(multiple
funds)
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State Park Title/Summary Amount
(Dollars in
Thousands
11. Statewide: Rec | Requests funding from available Proposition 84 &ufwit the $900
Trails Minor recreational trails minor capital outlay prografrhis will fund three| (Prop 84)
Capital Outlay minor projects at various state park units. Thesgects will
Program provide for enhancements or improvements to addméssal safety
issues that include park operations, public rereatnd access, and
resource protection and restoration. The projedtenable or
enhance program delivery.

Staff Recommendation: Approve as proposed.

Vote:
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Issue 1: Aliso Canyon and Natural Gas Management $pg Finance Letter Proposals

BACKGROUND

In late October 2015, a leak was discovered exuglhatural gas from a well at the Aliso

Canyon Natural Gas Storage Facility (Aliso Canywn)os Angeles County. The well, which

was being used for injection and storage of gasitbyoperator, Southern California Gas
Company (SoCalGas), was located in close proxitaityesidential neighborhoods. The Porter
Ranch Community, one of the closest, experiencatesaf the most severe effects.

SoCalGas, in conjunction with state oversight agemcattempted to plug the leak using
conventional methods. However, these initial effavere not successful, and in early December,
a more complex solution (i.e. the drilling of aieélwell) was initiated. In the meantime,
SoCalGas provided temporary housing and filtrapanification systems for the neighboring
communities.

As part of the state’s response to Aliso Canyoa,Glovernor issued an Emergency Proclamation
in January 2016, to direct multiple oversight agesndo focus on the following main activities:
(1) addressing the immediate threat to public heattd safety by directing efforts to plug the
leak; (2) ensuring that accountability falls on thgerators of the facility; (3) taking steps to
prevent a similar event from occurring in the fetuand, (4) implementing the necessary actions
to ensure energy reliability.

In February 2016, the leak was declared under gbatrd by March, residents had returned to
their homes. Questions remain, however, about tag’s role in regulation of natural gas
facilities, the health and environmental impactsiafural gas emissions, and the ability of the
state to provide safe and reliable energy.

Several state agencies have jurisdiction over abgas reliability and safety, and events such as
the Aliso Canyon leak, including the following:

» Office of Emergency Services (OESProvides incident command structure, including a
physical post on-site role to coordinate localiesnd federal response and information
sharing.

» Division of Oil, Gas and Geothermal Resources (DOGRK). Regulates natural gas
injection wells, investigates leaks, and provides follow-up on-site monitoring and
testing to ensure the well is operating withinestatles. AB 1420 (Salas), Chapter 601,
Statutes of 2015, requires DOGGR to test certapelpies less than four inches in
diameter and in urban areas.

» California Air Resources Board. Regulates air quality, including monitoring and
emission controls, for public and environmentalltieand for greenhouse gas emission
reductions.

* Division of Occupational Safety and Health.Regulates and ensures on-site worker
safety at the facility.
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» California Public Utilities Commission (CPUC). Provides ratemaking oversight for
investor-owned utilities (IOUs), including SoCalGaand determines costs for
responding to, and repairing the leak. Regulatia-state utility pipelines.

* Federal Energy Regulatory Commission (FERC)Regulates many aspects of interstate
gas transmission pipeline operations.

GOVERNOR'’S PROPOSALS

Air Resources Board (ARB)—Neighboring Air Quality Monitoring Near Oil and Gas
Operations. The ARB is requesting a total of $2.3 million fraime Oil, Gas and Geothermal
Administrative Fund (OGGAF) to support neighborh@dquality monitoring near oil and gas
facilities. This cost includes $579,000 for foumnpermanent full-time air pollution specialists,
a one-time equipment request of $1.4 million andadditional $340,000/year for equipment
maintenance and consumables to support air mamioof toxic compounds, methane,
particulate matter, and meteorological parametdrand around, communities near oil and gas-
related facilities. The resources will enable slterin (three to four months per site) community
monitoring near oil and gas activities and souesing to identify potential areas of elevated
risk. The information will inform health risk assesents as well as the need for further
mitigation. The monitoring resources will also eleathe ARB to more effectively and quickly
deploy short-term monitoring capabilities in respemno unanticipated events, such as the natural
gas leak at Aliso Canyon. Additionally, the ARB alsequests trailer bill language (TBL)
authorizing the use of the Oil, Gas and GeothefReslources Fund (OGGAF).

Office of Environmental Health Hazard Assessment—Nghboring Air Quality Monitoring
Near Oil and Gas Operations. The Office of Environmental Health Hazard Assesdmen
(OEHHA) is requesting a total of $350,000 and tvewrpermanent full-time positions, to be
funded by direct appropriation from the OGGAF t@port the ARB in its proposed project to
monitor neighborhood air quality near oil and gasilities. This cost includes $300,000 for the
positions and $50,000 per year in contracts. Teeuees will enable OEHHA to support ARB
in the identification of chemical hazards and tharacterization of potential risks in California
communities related to ongoing oil and gas proauctctivities and from unanticipated events
such as the natural gas leak at Aliso Canyon. Aatditly, OEHHA also requests TBL
authorizing the use of the OGGAF.

Department of Conservation, Division of Oil, Gas, ad Geothermal Resources (DOGGR)—
Underground Gas Storage Regulation.The DOC requests 20 permanent positions and a
baseline appropriation increase of $4,172,000 @&B(00 ongoing) from OGGAF. Many of the
gas storage facilities have been in operation émades, and the aging wells and infrastructure
need to be constantly monitored, inspected, anduateal for potential threats to health and
safety. The leak at the Aliso Canyon gas storag#itfahas highlighted some shortcomings in
the existing regulations and associated oversifjpae storage facilities and operations. The new
regulations will focus on the integrity of the welreservoir, and facilities, requiring all aspects
of the gas storage operations are in compliancetlaadperations are safe. The emergency
regulations address: (1) requiring complete progta from operators of underground storage
facilities; (2) requiring the department to impasénimum and maximum reservoir pressure
limits; (3) requiring operators of natural gas atge facilities to monitor wells for the presence of
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gas in the annuli (any void between any pipingjnglor casing and the piping) of well casings
by monitoring annular pressure and gas flow inwed; (4) require functional testing of all
surface and subsurface safety valve systems, meaiegs, and pipeline isolation valves; (5)
require operators to inspect wellhead assemblyadtaghed pipelines for each well used in gas
storage projects; and, (6) require operators teeldgvcomprehensive risk management plans to
be subject to department approval.

Department of Conservation—Oil and Gas StudiesThe DOC requests a two-year, limited-
term, appropriation of $2.95 million in 2016-17,da2.5 million in 2017-18 from OGGAF.
Funding will be used to contract for services tmdiact and complete additional independent
scientific studies. In accordance with recommermaatifrom the California Council on Science
and Technology (CCST), the department proposes(lip:identify opportunities for water
conservation and reuse in the oil and gas indu@jyletermine if there is a relationship between
wastewater injection and earthquakes in Califor(8aevaluate the potential for subsidence due
to oil and gas operations; (4) provide for ongotogical analysis and consultation with the
Lawrence Livermore National Lab (under current cacit with the department) to provide
DOGGR with technical support in evaluating oil iedperations and testing; and, (5) contract
with the Department of Toxic Substances Contratdoduct a waste study for the purposes of
identifying oil production wastes that may be imjgalcby or contain well stimulation chemicals
to determine whether they exhibit hazardous wasaeacteristics.

California Energy Commission—Natural Gas Electricity System Interactions and Grid
Reliability. This proposal requests baseline authority foreghpermanent positions, one-time
contract funds of $1 million for technical assigtanand ongoing contract funds of $150,000, for
a total request of $1.7 milion from the Public drést Research, Development, and
Demonstration Fund to improve the Energy Commissitechnical ability to monitor, model,
and analyze the interaction of California’'s eledlyiand natural gas systems for grid reliability.
This includes pipeline and system dispatch modelimglerground storage operations, forward
price monitoring and financial risk assessment, agldtionships between weather and gas
balances as they influence electric reliabilitywltl allow the Energy Commission to fulfill its
reliability contingency planning authority for tmatural gas system, as it has for the electricity
system. Authority for a two-year encumbrance pefadhe one-time technical assistance funds
is also requested.

This proposal also requests TBL that repeals thmuanfund transfer of $10 million from the
Public interest Research, Development, and Demaimtr Fund to the Alternative and
Renewable Fuel and Vehicle Technology Fund, autkdrby Health and Safety Code Section
44273.

California  Public  Utilities Commission—Expanded Gas Storage/Transmission
Infrastructure Review. The CPUC requests funding of $1.5 million (Publitilities
Commission Utilities Reimbursement Account) for teew permanent full-time positions: three
senior utilities engineers - specialist, one pubtitities regulatory analyst v, two public utikt
regulatory analyst iv, and four utilities engineeffiese new positions will address numerous
urgent tasks related to the natural gas leak atAtls® Canyon Gas Storage Field, including
investigating its causes, implementing measuregréoent future leaks, increasing inspection
levels and performing leak surveys, staffing ralatelemakings and enforcement actions,
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analyzing larger issues of gas supply and religbi(including the role of gas storage),
supporting and participating in proceedings at io8tate and federal agencies, and providing
technical advice to commissioners. The CPUC al&on#iied a separate proposal to add a new
Division of Safety Advocates that will be discussedder the department's other budget
proposals.

ISSUES FOR LEGISLATIVE CONSIDERATION

The gas leak at Aliso Canyon illustrates challenghen an energy commodity is de-regulated
and the responsibility for safety, reliability aranission controls are spread out amongst
multiple state agencies. Unlike electricity, whexeery kilowatt of generation is tracked, natural
gas is treated more as a commodity similar to patro. Little scrutiny is given to out-of-state
production and transmission, and even within thetestregulation of emission and safety
procedures raise concerns. The following are istheekegislature may wish to consider:

Accountability and Reporting. There is no single point of contact within the Adistration
who can provide a continuity of information frometpoint natural gas enters the state, to the
injection of gas into storage fields, extractioanfr those fields, and then finally the venting or
combustion of the gas into energy. As gas travetsugh the state, it falls under the jurisdictions
of no less than five state and federal agenciesdf®ty, reliability and for emission controls.

Working Together. As we move forward from the disaster at Aliso Gamyit is clear that the
state must do a better job of coordinating stateneigs as it manages the transmission and
production of natural gas, for safety, reliabilapd for emission controls. Regulators from the
ARB focus on emission concerns, while DOGGR re@gsldhe injection into wells. The federal
government regulates the safety of transmissioou@h it is California’s first responders who
are called in case of emergency), and, finally,GRJC is involved in the back-end of safety as
it considers costs to the consumers within itssgligtion as a ratemaking entity. During the Aliso
Canyon event, only the Office of Emergency Servig@ES) was able to provide multi-agency
direction. On an ongoing basis, OES is not an gppate lead agency.

The state has multiple, ongoing, multi-agency tedmas provide services to a broad array of
regulated entities. For example, the state’s tinliagvest plan reviews are conducted jointly with
the departments of Forestry and Fire Protectiosh Bnd Wildlife and Regional Water Quality
Control Boards. It would be prudent to consider hawithin the context of natural gas

transmission and production, state and federal @gershould work with the regulated entities
and with each other to ensure the highest quafityark, in the most efficient manner, for the

public good.

Addressing Gaps in Safety, Reliability and Emissiost Multiple state and federal agencies
regulate the safety of natural gas within the state

* Interstate Pipeline Transmission. The primary federal regulatory responsibility for
interstate pipeline safety rests with the Pipelamed Hazardous Materials Safety
Administration (PHMSA) within the Department of Tisportation.
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* Intrastate Pipeline Transmission.The safety of intrastate transmission pipelinediis
the responsibility of state regulators who gengrditlegate safety responsibility to the
owner of the pipeline. In many cases these pipglare owned and operated by investor-
owned utilities, but other intra-state pipelinee aswned and operated by private
companies and not subject to CPUC regulation. TtegeS~ire Marshall, under the
Hazardous Liquid Pipeline Safety Act of 1981, eisas exclusive safety regulatory and
enforcement authority over intrastate hazardousidigipelines but not for non-liquid
hazardous material pipelines.

* Injection into and Containment within Holding Fields and Tanks. Regulation of
injection of natural gas into storage wells and ¢batainment of the wells within the
fields is responsibility of DOGGR.

* Emissions. The ARB, in conjunction with regional semi-autormm air boards, is
responsible for regulating emissions within theest®Natural gas contributes to ozone
through the production process and to greenhousemassions through leakage, both of
which are regulated by ARB.

Best Practices in Procurement and Storaga/hile there are any number of best practices for
individual procedures in the handling of naturaé,ghere is no single entity that can certify that
a cubic foot of natural gas entering and used withe state has been developed and transported
using best practices. On the electricity side, éhare several checks to ensure that cleaner
electricity is certified for use within the stategsnewable portfolio standard (RPS), but there is
no similar standard for natural gas. Within theunat gas procurement, there is no RPS, and
therefore no standards that the state uses tongetif the gas procured has followed the safest
route and procedures from cradle to grave.

Expending Existing funding. There are various available to the state to agdhist state
following the reduction of the flow of natural geesulting from the leak at Aliso Canyon. These
include: (1) greenhouse gas emission reduction Sumath allocated for state programs and
directly to the 10Us; and, (2) fund collected indrecing accounts for energy efficiency held by
the 10Us.

Clarifying well exemptions. Concerns have been raised about the role of higdfaacturing in

the failure of the well at the Aliso Canyon natugals storage facility. The failure of the well
resulted in the release of an estimated 100,00@artens of methane, a potent greenhouse gas
and short-lived climate pollutant, and other gasesulting in significant public and
environmental health and safety and climate impaGiven the age of gas storage wells at most
gas storage facilities in the state, and the staggognition of the high potential risks assodate
with these facilities, it is important that all sties that put the integrity of gas storage wells
potentially at risk be conducted under the ovetsighthe state’s regulator.
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Staff Comments. The Governor's proposal is a positive step moviogvard a better
understanding of natural gas safety concerns,qodaitly where the state has clear and existing
jurisdiction. Both the reality of the state’s prews efforts to address natural gas safety and
reliability, and public expectations of these basisponsibilities, has raised concerns about the
system. The proposals put forth by the Administraseem to address thasic responsibilityf
government in regulating potentially dangerous miate whether to individual public health or
the environment. The state, given the seriousniegeassues Aliso Canyon, brought forward, in
terms of public health and environmental safetytr@d entirety of the system, should move
beyond basic responsibility and should provideltbgislature with options to improve how we
monitor and regulate natural gas transmission tordge.

The legislature may wish to consider the budgdt bihiler bill and supplemental reporting
language to clarify the proposal and to provideoaotability to the public as the Administration
moves forward with implementation of these propgsal

Staff Recommended Actions
1. Approve the funding and proposals as requestededutno the passage of statute to
provide accountability and reporting to the Ledisia.

2. Approve draft trailer bill language to provide agotability and transparency as follows:

a. Establish a single point of contact within Secnetiar Natural Resources, to be
responsible for natural gas safety, appointed &y @overnor and subject to
Senate confirmation.

b. Provide mechanisms for state agencies to work hegesimilar to timber harvest
plans, that would ensure efficiency and coveragalbfispects of natural gas
transmission and storage.

c. Provide for reporting, on an annual basis, on tldmmistration’s efforts to
improve natural gas safety within the state.

3. Provide a contract to the California Center forefce and Technology (who have
previously provided the Legislature with reports oatural gas extraction) to study
natural gas transmission and storage within thée,st@nd the regulation therein, in
coordination with the California Energy Commissida, provide the Legislature with
recommendations regarding: (1) gaps in regulatibat tcould impact public and
environmental health and safety; (2) areas whemkehanechanisms are not sufficient to
protect public health and safety; (3) how the stateld require best practices from cradle
to grave in the natural gas system; and, (4) wlhleestate should focus increased
enforcement of the system.

Vote:
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8570 CALIFORNIA DEPARTMENT OF FOOD AND AGRICULTURE

The California Department of Food and Agricultu@DEFA) serves Californians by promoting
and protecting a safe, healthy food supply, andaeaing local and global agricultural trade,
through efficient management, innovation, and sowsuience, with a commitment to
environmental stewardship. The goals of CDFA ardXppromote and protect the diverse local
and global marketability of the California agriauttl brand which represents superior quality,
value, and safety; (2) optimize resources throughalooration, innovation, and process
improvements; (3) connect rural and urban commemitly supporting and participating in
educational programs that emphasize a mutual apgicet of the value of diverse food and
agricultural production systems; (4) improve retuba efficiency through proactive
coordination with stake holders; and, (5) investemployee development and succession
planning efforts.

Governor's Budget. The Governor's budget includes $439 million (8illion General
Fund) for support of the CDFA, a decrease of apprately $10 million, mainly due to one-time
costs.

EXPENDITURES BY FUND (in thousands)

Fund Actual Estimated | Proposed
2014-15 2015-16 2016-17
General Fund $69,477 $ 90,070 $ 80,659
Motor Vehicle Account, State Transportation Fund 7,565 7,801 9,504
gﬁge:;r:;ggltt&feA'gJE;Iture Account, Department of Food 132,599 148,003 146,885
California Agricultural Export Promotion Account 16 10 10
Fair and Exposition Fund 1,527 1,318 1,317
Drainage Management Subaccount 23 1,178 1,178
Harbors and Watercraft Revolving Fund 4,813 4,914 5,764
Milk Producers Security Trust Fund 6 5 4
Federal Trust Fund 78,365 110,218 90,568
Reimbursements 12,554 18,162 18,170
Pierces Disease Management Account 4,246 3,300 3,294
Antiterrorism Fund 549 552 551
ﬁgﬁlgljll(t:jrlengg(rjatory Account, Department of Food and 488 534 516
Specialized License Plate Fund 240 509 492
Greenhouse Gas Reduction Fund 11,872 62,152 76,598
Cost of Implementation Account, Air Pollution Control Fund 72 147 156
Medical Marijuana Regulation and Safety Act Fund - - 3,355
Municipal Shelter Spay-Neuter Fund 194 194 -
Prevention of Animal Homelessness and Cruelty Fund - - 194
Total Expenditures (All Funds) $324,606| $449,062 $439,211
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VOTE-ONLY CALENDAR

1. Avian Influenza Prevention and Response.The budget requests one permanent position
and $192,000 in 2016-17, and $167,000 ongoing, @eRend, for the Animal Health and
Food Safety Services Division to meet current amtinoued threats to animal health and the
food supply posed by highly pathogenic avian inflzee outbreaks.

2. Citrus Pest and Disease Prevention ProgramThe budget requests an increase of $1
million (Department of Food and Agriculture Fund)d2016-17 and 2017-18 respectively to
enhance the Asian Citrus Psyllid and Huangiongldifigggation Project. The increased
authority will allow the department to add fundsetdsting commercial pesticide applicator
contracts to initiate suppression and control &t in newly detected areas and initiate
new contracts in areas as the program expands.

3. Use of Antimicrobial Drugs on Livestock (SB 27).The budget requests eight permanent
positions and $1.4 million (General Fund) ongoiong the Animal Health and Food Safety
Services and Inspection services Divisions to imget SB 27 (Hill), Chapter 758, Statutes
of 2015. SB 27 introduces new limits on antibiotic use iwve$tock; provides for
antimicrobial availability through licensed retatiores and/or new regulations that address
access; requires that CDFA develop antimicrobalatdship guidelines including antibiotic
selection and administering policy for veterinasaand best management practices for
veterinarians, farmers and ranchers; requires CBiF&ack antimicrobial sales as well as
collect information about farm practices; compredieely sample pathogens to analyze for
resistance trends; and prepare a report for thesladgre by 2019.

4. Prevention of Animal Homelessness and Cruelty Progm (AB 485).The budget requests
$194,000 in Prevention of Animal Homelessness anel§/ Fund authority to implement
the provisions of AB 485 (Williams), Chapter 55Tatites of 2015, which allows a taxpayer
to designate that a specified amount in exceskedf tax liability be transferred to the fund
to be distributed to eligible animal control ag&sciand shelters for the sole purpose of
supporting spay and neuter activities that woukliltein the prevention and elimination of
cat and dog cruelty and homelessness.

Staff Recommendation: Approve as proposed.

Vote:
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Issue 1: Nutritional Incentive Matching Grant Program |

Background. AB 1321 (Ting), Chapter 442, Statutes of 2015at@éd a program within the
Office of Farm to Fork at the California Department~ood and Agriculture (CDFA) to award
grants to certified farmers’ markets that incretts® amount of nutrition benefits available to
low-income consumers when purchasing CaliforniaHriuits, nuts, and vegetables. AB 1321
specified that grants would not be issued by CDRAl sufficient funds are availabl&he 2015
Budget Conference Committee approved $2.5 millioriunding for this program, but it was
stricken from the final budget agreement.

The program allows up to one-third of grant fund$é awarded to small business that provide
matching nutritional incentives, in order to redaWw-income Californians residing in areas with

limited access to farmers markets. The programripges disadvantaged communities with a
high prevalence of diabetes and obesity to ensdoews on expanding access to fresh, health
food. The state anticipates receiving federal matcfunds for this program.

The program is modeled after the Market Match pogriaunched in 2009 to “match” or double
the amount of nutrition benefits available to laveome families for purchasing fresh, locally-
grown fruits and vegetables at farmers’ marketsarkdt Match has since leveraged $450,000 in
incentives to create over $2 million in revenue garticipating California growers. From 2009
to 2012, Market Match increased CalFresh redemmioparticipating farmers’ markets from
132 percent to 700 percent. This increase gernttaasex-fold return on investment in sales, with
69 percent of farmers reporting new shoppers angeédent reporting earning more income.

Governor’s Proposal.The Governor’s January budget did not include faogdor this program.

Staff Comments. Given the signing of AB 1321 and the interest ofhbthe Legislature and

Administration in this program, it is unclear whg funds were included in the budget for this
purpose. This program clearly provides for improveshlthy food choices for low-income
individuals and families, and promotes educationualfarming and food through access to
farmers markets and small businesses associatbdhgiprogram.

A $5 million state investment in the program, mattiby $5 million in federal funds, could
generate an additional $60 million in sales, hudslref new farm jobs, and boost healthy food
access to $45 million for almost 300,000 low-inco@adifornia families.

The Subcommittee may wish to ask the departmerdotroment on the effectiveness of the
program absent a proposal from the Governor.

Staff Recommendation Approve $5 million (General Fund) to CDFA for thdutrition
Incentive Matching Grant Program.
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8660CALIFORNIA PuBLIC UTILITIES COMMISSION

VOTE-ONLY CALENDAR

1. AB 693 Multifamily Affordable Housing Solar Roofs Rrogram (previously heard on
March 10, 2016). The budget proposes $262,000 from the Public tlgsliCommission
Reimbursement Account (PUCURA) and 1.75 permanesitipns, annually through fiscal
year 2030, to administer and evaluate the MultifprAiffordable Solar Roofs Program as
required by AB 693 (Eggman), Chapter 582, Statofe2015. The program would provide
monetary incentives (annually, $100 million or X¥gent, whichever is less, of the investor-
owned utilities cap-and-trade allowance revenues)tfie installation of qualified solar
energy systems on multifamily affordable housingperties. AB 693 requires the CPUC to
decide the most appropriate program administrastmicture for the program and to
complete assessments of the program every third geathat the CPUC can evaluate and
adjust the program so that the program goals aimegbmet. The proposed staff would
provide analysis and support for a commission raldng, and manage program
implementation and administration.

2. SB 793 Green Tariff Renewables (previously heardnoMarch 10, 2016).The budget
proposes $160,000 from PUCURA for three years mal fimited-term staff to administer the
Green Tariff Shared Renewables (GTSR) program adifired by SB 793 (Wolk), Chapter
587, Statutes of 2015. SB 43 (Wolk), Chapter 418iufes of 2013, established GTSR and
the CPUC recently finalized the first stage of iempkntation. The first GTSR customers for
each utility began enrolling in the first quartér2016. SB 793 requires the CPUC to create a
nonbinding estimate of reasonably anticipated Gb#iRredits and bill charges for a period
of up to 20 years. The requested budget authoriltyfacilitate the administration of this
program, and help to provide transparency and gtagdllity of charges and credits
associated with the provision of green tariff anti@ced community renewable options.

3. SB 541 For-Hire Transportation Carriers: CPUC Enforcement (previously heard on
March 10, 2016). The budget proposes $372,000 from PUCURA for tweary for a
$250,000 contract and limited-term staffing to iempent SB 541 (Hill), Chapter 718,
Statutes of 2015. CPUC has authority over 11,000-rad passenger carriers and 1,000
household goods movers, and is required to liceasgers, and investigate and enforce
safety and consumer protection laws for passerigge £orporations, transportation charter-
party carriers, private carriers of passengers, lamgsehold goods carriers. A 2014 State
Auditor report found that the CPUC'’s transportateiorcement branch does not adequately
ensure that passenger carriers comply with state 38 541 requires the CPUC to hire an
independent entity to assess the agency’s capesiliin consultation with carrier trade
associations, related to specific goals and to rtep® findings to the Legislature. The
additional staff resources are intended to adnenisite contract, develop outreach, and
address the report’s findings.
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4. SB 350 Clean Energy and Pollution Reduction Act andAB 802 Energy Efficiency
(Enacted Legislation) (previously heard on March 102016).The budget proposes $3.35
million annually from the PUCURA for 23 permanerdsfions to implement SB 350 (de
Ledn), Chapter 547, Statutes of 2015, and AB 80Rlidms), Chapter 590, Statutes of 2015,
which will result in new areas of work includingetidlevelopment of an integrated resources
planning (IRP) process and modeling capabilitiesd aglectrification of the entire
transportation sector; and work in the areas ofrgneefficiency (EE) and renewable
portfolio standard (RPS). Some of the key chandéisese two pieces of legislation are:

* Encourages widespread transportation electrifioatguch as funding electric vehicle
charging infrastructure.

* Requires doubling of EE savings from electricitylaratural gas end users by 2030 and
expands California’s definition of energy efficignc

* Increases target to obtain 40 percent of totalilrefactricity sales from renewable
resources by December 31, 2024; 45 percent by DemeB1, 2027; and 50 percent by
December 31, 2030 (from 33 percent by 2020).

* Requires resource optimization and for CPUC to agwpcesses for investor-owned
utilities and publically-owned utilities to file iegrated resource plans to ensure utilities
are meeting RPS requirements, helping the staté itsegreenhouse gas (GHG) targets,
and minimizing costs for ratepayers, and ensurystes reliability.

* Expresses intent for regional expansion of thef@alia Independent System Operator
(CAISO).

» Considers disadvantaged communities in the CPU@idaemaking process.

These changes will result in new workload for CPiHat includes the expansion of
renewable procurement and energy efficiency taygatsates a new integrated resource
planning structure; establishes new policies amdquures for transportation electrification;
manage the regionalization of the CAISO; considgoacts on disadvantaged communities;
provide oversight, as well as legal, technical palicy support, for a minimum of five new
and four amended rulemaking proceedings as welloasan expected 5-10 new utility
applications annually, and facilitate the procegsoi a minimum of 350 advice letters.
Without additional resources, the ability of CPUWOanage the increase in proceedings and
oversight will be hampered and other workload mafes as well. The Legislative Analyst’s
Office has not raised any concerns with this regiisedunding and positions.

5. Ongoing Implementation of SB 1414 Demand Responserdgrams (April Finance
Letter). The Administration requests ongoing funding of $080 from the PUCURA and
to convert the current limited-term position doitigs work to a permanent position to
continue the implementation of certain provisioh$B 1414 (Wolk), Chapter 627, Statutes
of 2014. SB 1414 requires the CPUC to develop amglement consumer protection rules
for residential customers who participate in demiaasphonse programs.
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6. eFiling Administration Support (eFAST) Platform Creation and Business
Configuration Projects (previously heard on March 10, 2016).The budget proposes
$5.35 million in 2016-17 from various CPUC funds o one-time software customization
(for a total IT contract of $7.1 million over 2016- and 2017-18, and 6.3 permanent
positions in 2016-17, and an additional 3.7 posgio 2017-18 for a total of 10 positions on
an on-going basis. The proposed funding will berithigted across 10 funds. With this
proposal the CPUC intends to implement a standawtkrprise-wide technology platform,
known as eFiling Administration Support (eFAST) aihiwill serve as the hub for customer
interaction. This platform will provide the foundat for and automate:

* Maintaining customer accounts and contacts.

* Receipt, processing, and disposition of documemtsdata.

» Submittal of inquiries and follow-up responses.

* Receipt of payments for various fees and programs.

» Scaling, configuring and deploying for future buwesa applications.

CPUC uses many manual processes to perform its.widrkse processes can be time
consuming, costly, and can impede transparencyresult in delays. Automating some of
these processes would be an improvement at CPUC.

7. Human Resources Workforce Planning and Developmer(previously heard on March
10, 2016).The budget proposes $672,000 annually for worlefand succession planning
and training to fund two permanent positions ang two-year limited-term positions from
funding sources distributed across CPUC specialduihis request emerged from analysis
of past training needs assessment reports from 26852011, and an analysis of the work
output over the 2014-15 year. Further, the CPU®srall training needs assessment
identified, through internal and external repotit® number of staff necessary to effectively
execute the critical training/employee developnmesgds in support of the CPUC's mission.
CPUC asserts that in order to mitigate workforcefggmance issues and to continue
building an effective and efficient CPUC, a stranygl specialized learning and development
unit is necessary. This unit is focused on recreittn development, and retention of
employees. Deliverables from this proposal incladstrategic workforce and succession
plan; training modules and pop-up learning eveatgadership program; recruitment efforts
to bring on and train entry-level employees; redudependence on retired annuitants; and
the development of a library of core training. lddaion, CPUC will conduct an
“engagement survey” to assess its progress iratbi.
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8. AB 1266 Electric and Gas Corporations—Excess Compsation (previously heard on
March 10, 2016):The budget proposes $160,000 annually from the PRIEEbDr two new
permanent half-time positions for proceedings aedievs of excess compensation, as
required by AB 1266 (Gonzalez), Chapter 599, Se¢atof 2015.

Every three years, all utilities regulated by tHeU are required to undergo a general rate
case to request funding for distribution and geti@mmacosts associated with their service.
CPUC reviews executive compensation as part of pinccess. AB 1266 prohibits an
electrical or gas corporation from recovering frotaxpayers’ expenses for excess
compensation (greater than $1 million) paid to dficer of the utility for five years
following a triggering event occurring after Januar 2013, unless approved by the CPUC.
The bill requires an electrical or gas corporatioriile an application to the CPUC prior to
paying or seeking recovery of excess compensa@®C is required to open a proceeding
to evaluate the application and issue a writtererd@hation whether excess compensation
should be recovered in rates or, if previously ar#ed in rates, should be refunded to
taxpayers.

9. Rail Transit Safety (April Finance Letter). The Administration proposes an increase of
$701,000 from the Public Transportation Account fowe permanent positions (three
inspectors, a supervisor, and an analyst) and Bmpartment of General Services truck
leases to allow the CPUC’s safety inspection armidaat investigation levels to keep up
with the significant expansion of rail transit sysis. The rail transit safety branch currently
has a total of eight positions that help to enshiat rail transit agencies construct, maintain,
and operate their lines to promote and safeguagdhttalth and safety of its employees,
passengers, and the public. The number of raitragstems has increased from 12 in 2009
to 14 in 2015, statewide ridership has increasgdifggantly over the same period of time,
and fatalities have increased. In addition, ten teansit lines are currently under
construction. These inspectors are necessary o leeavith significant system growth and
expansion which will likely continue as additiofahds are made available in the future for
transit projects. The CPUC anticipates that upG@@8rcent of the requested funds will be
reimbursable with federal funds.

Staff Recommendation:Approve all of the above vote-only issues as buztfjet

Vote:
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Issue 1: Division of Safety Advocates

Background. Most utility infrastructure was installed decadg® and is now reaching the end
of its useful life. In recent years, failures oflitit systems in California have highlighted the
need to proactively evaluate critical infrastruetuand to identify needed maintenance and
funding beyond what has been requested in routitiy wate applications.

The CPUC currently reviews safety as part of itsstibutional mandate to set rates within the
investor-owned utilities within the state. The CPtquires I0Us to establish safety protocols
and is responsible for ensuring those orders amgtaied. The CPUC currently has established
a safety and enforcement division (SED) with ov@® positions. According to the CPUC, these
positions focus on compliance and do not interveneatemaking proceedings. Specifically,
according to the budget proposal, “SED only seimesn advocacy function in orders instituting
investigations, in which it effectively becomes tmsecutor against the utility whose alleged
misconduct is the subject of the proceeding.” Matthe role of the SED is auditing IOU safety
statements and practices.

The Office of Ratepayer Advocates (ORA) providealgsis of CPUC proceedings but is not
directly mandated to intervene on risk assessmuethtsafety issues, though it has, in the past,
included discussion of safety in its commentaryiruproceedings.

Governor's Proposal. The spring finance letter requests 11 permanenitipos and $1.7
million (Public Utilities Commission Reimbursemektcount), to be used to create the Division
of Safety Advocates, an independent division witthe CPUC. Similar to when the CPUC
established the Public Staff Division in 1984 (statily created as Office of Ratepayer
Advocates in 1996) in response to unprecedentdit ugquests for general rate increases, the
CPUC requests to establish a Division of Safetydudwes in response to unprecedented failures
of utility infrastructure over the past five yearshe CPUC has described the proposal as
establishing a safety intervenor in proceedingsigethe commission.

According to the CPUC's interpretation, Senate B86 (Hill), Chapter 548, Statutes of 2014,
prohibits the commission staff cannot serve in laathisory and advocacy capacities in the same
proceeding. Thus, in proceedings where SED sermesn advisory capacity, it cannot
independently present testimony or evidence on rgéneafety issues. Similarly, the
commission's various industry divisions may be ableidentify safety concerns in various
proceedings, but generally are not parties; theyige staff support to the administrative law
judge. “Given the complex and technical nature ahgnproceedings, having SED and/or other
industry division staff (such as energy divisioaftfor example) serve as an advocate would
limit the commissioners' and administrative lawgad' ability to receive technical support and
advice.”

The CPUC states, “Although the CPUC's SED staff seye as advisory staff to the judge, this
information is not part of the evidentiary recotiaiis the judge cannot rely on it for the truth of
the matter. Again, this is similar to why, in 1984¢ Commission created what is now known as
ORA. At that time, the utilities were collectivetgquesting over $13 billion in rate increases.
The ORA was formed to provide testimony and devélaprecord to ensure that Californians
received utility service at just and reasonablegét
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“To date, intervenors have focused on safety oolyhe extent it impacts rates and costs. No
party presents testimony that reviews proposaledasly on safety irrespective of the cost
impact. Therefore, the commission's ability to ptoeely consider safety matters is limited.

Accordingly, in 2014, the commission created a megulatory model for evaluating safety

proposals and assessing risk within the genemlcade process.

“ORA's role is to advocate for the lowest ratesdostomers of the regulated utilities, consistent
with safe and reliable service levels. While ORAriandated to represent customers primarily
on cost of service issues, it must also considerstifety and reliability of the utility service.
Although ORA recognizes the foundational requirettbat utility operations must be safe and
that utilities must have adequate funding to ogesatfely, ORA's mandate to keep rates low is
fundamentally at odds with the need to increasemrdipures on safety-related investments.”

Staff Comments. The CPUC’s effort to ensure safety is laudablee Tanoposal before the
budget committee, however, is major change in paiitthe CPUC, and an expansion of its
existing mandates. Establishing a safety intervemould be unprecedented without statutory
direction and has implications for how the statadbes safety issues during proceedings at the
commission. The CPUC has stated that: (1) the afl@asafety intervenor has been discussed for
several years; (2) the idea of a safety intervenay be temporary, until such expertise is found
outside the CPUC such as in other ratemaking cagkoutside intervenors; and, (3) the ORA,
the Legislatively established rate intervenor, carappropriately intervene on safety issues.

Staff has several concerns about the proposalssues for legislative consideration.

Why Not a Policy Bill? Though trailer bill has been used to establislicgoh many arenas, in
this case there have been several bills that hemeed through the legislative process that are
directly related to safety and reform of the CP@Bsen these bills, it is unclear why we would
make this kind of policy change in the budget pssceithout input from experts within the
Legislature and stakeholders.

Should We be Using Existing ResourcesPhe budget proposal analysis provided by the CPUC
offers a second alternative, in which the commisswould increase the use of existing
resources. Given that the state is embarking aawamethod of intervening in ratemaking cases,
should the Administration and Legislature consiatiier options such as adding to the mandates
of the ORA or, separately, mandating that SED stdf6 are actively working in the field be
tapped for proceedings on a rotating basis, gikieir teal-world experience? The ORA, contrary
to what the CPUC has stated in its budget propbsal,advocated in the past for increased rates
when it felt the proceeding warranted additionatsdo ratepayers, and could do so again should
its mandate be clarified to include safety.

Will the Safety Intervenor Have any Influence?By focusing on rate cases—the end of the risk
assessment process—a safety intervenor is plactx iposition of either taking the side of the
ratepayer advocate or the utility. Instead of ieflaing a utility’s rate case application, the safet
intervenor may not be able to add as much valukeastle might suggest.
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Should the CPUC be Focusing on Safety Assurancelhe SED provides the CPUC with
audits, investigations, and data analysis regardsafety within the 10OUs. Significant
proceedings with safety impacts should be audijethé existing SED. Should the CPUC use its
existing resources more effectively?

To Whom is the Safety Intervenor Accountabl@ The budget proposal suggests the new
division head/intervenor will be accountable to @RUC, but will replicate, in part, the model
of the ORA. If this is the case, it is not clearywihe CPUC has not suggested an appointed
position, confirmable by the Senate, to give thgislature and public the accountability that it
desires after years of safety concerns at the IOUs.

Staff Recommendation Hold Open

Vote:
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Issue 2: Information Technology Restructuring (April Finance Letter)

Governor's Proposal: The April finance letter requests $3.4 million distited across 12 CPUC
funds and 24 permanent positions for its infornratechnology service branch.

Background: Over the past two decades, the CPUC’s operatldna¢eds have grown dramatically,
while a commensurate investment has not been mmaldestaff. As a result, CPUC has insufficient
IT staff resources to support its mission-critipabgrams, provide public transparency, and ensure
information security. An internal redirect of $Inllion in the last two prior fiscal years allowéd

to procure IT services, however there is still akhag of IT projects and the CPUC’s approach to
information security continues to be largely taalfiand reactive. Important strategic work, such as
completing an inventory of information assets ovedeping a risk management and privacy plan,
has been delayed or deferred. The delays in comglétis work put the CPUC out of compliance
with state information security requirements, aodifs business and consumer data at risk.

CPUC's IT branch currently has 45 authorized posgi The 24 additional positions (including one
office technician) would work in seven key IT aretishe CPUC as described below:

* IT service deskconfigures and supports all staff electronic desiqThree positions).

» Information security ensures compliance with security and privacy pedicstandards, and
procedures issued by the California Informationusigg Office. (Five positions).

» Enterprise services and infrastructureworks to ensure the speed, capacity, and reliabili
of IT systems and storage. (Four positions).

* Application and project portfolios includes services for application developmentjgies
systems analysis, coding and maintenance. (Sixiqpos).

* Mobility support enables staff to work from anywhere as is ofteuired for field staff.

* IT acquisitions is responsible for IT procurement and contract agement and workload
has grown substantially in the last five years ufHmositions).

» Enterprise architecture is a new function to improve the effective and icéht
management and oversight of the application ofdThe operation of state agencies. (One
position.)

Staff Question:

1. Given the salaries of IT staff in the San FranciBey Area, will CPUC be able to fill these
positions if they are located there? Has CPUC demsd alternatives to filling these
positions in San Francisco, such as locating sdrtteegroposed IT staff in Sacramento?

Staff Comments: At current IT staffing levels, the CPUC cannot keegce with its growing
operational workload and it lacks the IT resourtesappropriately support its mission-critical
programs and information security, provide pubiansparency, and inform decision-makers.

Staff Recommendation:Approve as proposed

Vote:
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Issue 3: Transportation Rate Fund Trailer Bill Language (April Finance Letter)

Governor’s Proposal: The April finance letter requests the Public Ugkt (PU) Code be amended
to increase the maximum fee to that can be chaxg&dusehold goods movers from 0.7 percent to
1.0 percent to maintain solvency in the TranspomaRate Fund.

Background: The Public Utilities Commission Transportation &&und (Fund 0412) is used to
fund CPUC’s work to license and regulate houselgolods movers (1,045 movers as of March 31,
2016) that move household goods and personal belprayer the public highways in California.
The fund supports 15 positions that perform thigkwd'he fund’s main source of revenue is
guarterly fees household goods movers pay to thé¢GCHhe PU Code Section 5003.2 currently sets
the maximum rate for this quarterly fee at 0.7 petof household goods mover’s gross revenue (set
in 2006), which is the rate the CPUC has chargeces?006.

Quarterly fees are based on gross reported housgjoald’s movers’ incomes, and revenue has
decreased in recent years. In addition, in 2013ek#enditures increased significantly (by about
$650,000) due to a change in how CPUC overheaitidoeases in employee compensation and other
adjustments is allocated, rather than as a re$ytagram growth. As shown in the figure below,
these changes are resulting in expenditures exugeeivenues.

Transportation Rate Fund Revenues Have Declined anBxpenditures Have Increased
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Staff Comments: Staff has no concerns with the proposal, but nties some portion of the
household goods carrier market is unlicensed wimiaki have contributed to the decline in revenues.
CPUC has an effort underway to reengage managemhéflp, Craigslist, and other online bulletin
boards to reduce postings from unlicensed movingpamies, to use these boards as leads to
unlicensed, carriers, and to increase litigationirggf such carriers. The CPUC will also provide
additional tools to investigators to increase thenber of sting operations, particularly in local
jurisdictions where the district attorney is witlimo prosecute criminal cases.

Staff Recommendation: Approve as proposed.

Vote:
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Issue 4: Ongoing Implementation of AB 327 (April Fhnance Letter)

Governor’'s Proposal: The April finance letter requests ongoing fundafgb527,000 from the
Public Utilities Commission Utilities Reimbursemeitcount (PUCURA) and to convert five
limited-term public utility regulatory analyst p@isns to permanent to support the continued
implementation of select provisions of AB 327 (Rgr&hapter 611, Statutes of 2013.

Background: AB 327 restructured the rate design for residéptectric customers, created a net
energy metering (NEM) program, and specified that CPUC may require the procurement of
eligible renewable energy resources in amountd@réaan what is required in statute. The 2014
Budget Act provided 11 two-year limited term pasiis to implement AB 327.

According to the request, the five positions arevi@rk that is anticipated to go on into the
foreseeable future. AB 327 fundamentally changesl wiork under these programs and will
require monitoring and additional proceedings tarads changes required due to technical
innovations or market events.

Staff Comment: Based on additional information CPUC provided abthe anticipated
workload of each of the five positions, requestgermanent positions is justified for four of the
five positions. For one of the requested positidhs, ongoing workload will only last three to
five years.

Staff Recommendation:Approve, as proposed, for four of the five posiigrermanent funding
and positions and approve limited-term fundingtfa fifth position of only three years.

Vote:
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Issue 5: Additional Funds Needed for Legal Costs

Governor’s Proposal: The April finance letter requests $6.0 million frothe PUCURA to
retain the services of outside counsel so thatGR&C can cooperate with the two criminal
investigations that are currently underway.

Background: There are currently two criminal investigations Ko into alleged improper
communications between certain CPUC staff with iatgd entities. One investigation was
opened by the State Attorney General’s office dreddecond was opened by the Federal U.S.
Attorney. The CPUC is cooperating with both agemaad has retained outside counsel to
handle these matters. The CPUC entered into twtyaria with outside legal firms. Thus far the
CPUC'’s outside counsel has exhausted the origpyaioaed contract of $6,291,000 in total.

The total costs for work done under the two comsradll be $12.3 million (this includes the
original $6.3 million). The total costs for DLA Ripalone will be $10.3 million. The total costs
for Leone & Alberts alone will be $2.1 million. Lee & Alberts deals with public records
requests related to the two criminal investigatiqisie CPUC handles all other public records
requests in-house.) DLA Piper represents the CRUGoperating with two separate criminal
investigations, one federal and one state. DLA &pervices include court appearances, court
filings, negotiations, responding to discovery, wioent production, witness preparation, and
legal advice.

The criminal and civil investigations of the CPU¢ diate and federal agencies are ongoing and
expanding in scope. From the initial two subpoeaad search warrant, the CPUC is now
responding to a total of eight subpoenas and theaech warrants from state and federal criminal
investigators. A substantial amount of legal resesithas been required to interview witnesses,
research and review millions of documents, andllirother ways, comply with all applicable
legal documents in the representation of CPUC s T&hexpected to continue.

Staff Comment: According to the CPUC, it is not using these futa@sepresent any individual
employees.

Staff Recommendation:Approve as proposed.
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Issue 6: SB 178 Cleanup: Proposed Trailer Bill Langage

Proposal: Trailer bill language is proposed to amend Secfiéd6.2 of the Penal Code that
would clarify that nothing limits the authority ttfe CPUC Commission or the California Energy
Commission to obtain any energy or water supply @msumption information pursuant to the
powers granted to them under the Public Utilitiegl€ or the Public Resources Code and other
applicable state laws.

Background: SB 178 (Leno), Chapter 651, Statutes of 2015,tedethe California Electronic
Communications Privacy Act (CalECPA), which genlgra¢quires law enforcement entities to
obtain a search warrant before accessing data @beatronic device or from an online service
provider.

Staff Comment: The proposed trailer bill language makes it clbat the general references to a
“government entity” in SB 178 do not limit the CPWE the California Energy Commission
from obtaining any energy or water supply and camsion information pursuant to the powers
granted to them under the Public Utilities Codetloe Public Resources Code and other
applicable state laws.

Staff Recommendation:Approve the proposed placeholder trailer bill laage.

Vote:
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