Senate Budget and Fiscal Review—Mark Leno, Chair

SUBCOMMITTEE NO. 2 Agenda

Senator Lois Wolk, Chair
Senator Jim Nielsen
Senator Fran Pavley

=
1)

0540
3100
3340
3480
3540
3600
3760
3780
3790
3820
3860
3900
3940
3960
3970
8570

Wednesday, May 18, 2016
9:30 a.m.
State Capitol - Room 112

Consultants: Catherine Freeman

ISSUES PROPOSED FOR VOTE-ONLY

DepartMent/SUDECT ......cooiiie e . Page
Secretary for Natural RESOUICES ......cuciiiii e e eeeee e e e e e e e e 3
California SCIENCE CENLEI..........uuiceemmmm et eeee e e e e e e eeees 4
California Conservation COIPS ... eeeeeeeeaiiiiiieiiiiiiiiia e eraaaa s e e e aaeaaaeeees 5
Department Of CONSEIVALION ................ e e eeeeeeeeeeeeeeeetinirar e e e e e e e e aneeeaeeaaeaaees 5
Department of Forestry and Fire Prot@CtioN...........cooovvviiiiiiiiiiiiiiiiie e 5

Department of Fish and WildIIfe........co e 6
State Coastal CONSEIVANCY .........ooiiiiiiiiiiiiiiiiiiar et eene e e 6
Native American Heritage COMMISSION. . ceeeeivvverviiniiiiiiesieeeeeeeeeeeeeeeeessinnnnnnennnens 7

Department of Parks and ReCreation ........ccccccoooviiiiiiiiiiiiiieiiiiii e 7
San Francisco Bay Conservation Developmentriesion.................uvceiiiiieeeeeeeenn.
Department Of Water RESOUICES........cuiiiiieiiiiiiiiiiiiiiieee e e e eeeeeeeeeeeeeeeeaenees 8
Al RESOUICES BOAIM ...ttt sttt e e e e e e e e e e e sttt be e e e e e e e e e e e e s s 9
State Water Resources Control Board.....ccccc..veveeiiiiiiiiiieieiieeeeeeievveeeeeiiiees 10
Department of ToxiC SUDSIANCES CONLIOl e vvvvvenniieeieeeeeeeeeeieeeeeeieiviennaaeeens 12

Department of Resources Recycling and REQOVET..............uvvviiiiiiiiiieeeieeieeeee, 14

California Department of Food and AgriCUltUre..............oovvvvviiiiiiiiiiee e eeeeen, 14

Pursuant to the Americans with Disabilities Actliinduals who, because of a disability, need specia
assistance to attend or participate in a Senate @itae hearing, or in connection with other Senate
services, may request assistance at the Senate Ratamittee, 1020 N Street, Suite 255 or by calling
916-651-1505. Requests should be made one wedkamce whenever possible.



Senate Budget Subcommittee No. 2

May 18, 2016

Ite DEPAIMMENT ... e e e Page
(multiple) Environmental Justice and Lead Exposure May Revis@roposals....................... 16
Issue 1  Environmental JUStICE ProPOSalS........ccoooiiiiiiiiiiiiiiiiiieeii e 16
Issue 2 Lead EXPOSUIe PropOSalS ........ciicceeeeeeuriiiiiiiiie e e e e e e eeee e e e eeeeeeeeev e 18
Issue 3  Pesticide Air MONItONNG NEIWOIK .....coooiiiiiiiiiiiiiiiiiiieee e 19
(multiple) Drought PropOSaAIS .......uuiiiiiiieee et s 20
Issue 1  May Revision Drought Proposal and JanuadgBt Update.............cccceeeeeeeeeeee, 20.
(multiple) Cannabis Cultivation Trailer Bill LAaNQUAQJE .......c..ceiiiiiiieeeieieieeeeeeiie e 22
Issue 1  Cannabis Trailer Bill LANQUAQJE .....coueemmiiiiiioieeeiiiieeeieiiiiii e 22
3480 Department of CONSEIVALION ........cooeviiuiiiiieie e 24
Issue 1 WilliamSON ACE CONTIACES .......uviiieieeieiiiiiiiiiiiee e ee e e e 24
3540 Department of Forestry and Fire Protection (CEIRE) ..............cvvvvciiiiiiiineeeeeen. 25
IsSsue 1 HeliCOPter PrOCUIEMENT. ... ... e e e e e e e e e e e e e e e e e e eeeeeeees 25
Issue 2 Professional Standards Program....cccccoooio oo eecieicceeeeeiicss e rreeee e e e e e 26
Issue 3 Legislative PropOSalS........cooeiiuuieeie it e e e e e e e e eeeaaneees 27
3790 Department of Parks and Recreation.........c.....ooovviiiiiiiiiiiiiineee e 28
Issue 1 Base Funding to Maintain OPeratiONS..ameeee . oeeeeeeeeeeeeeiiieeeeiiiiiiiisssreeeesaneeeeeeas 28
Issue 2 Public Beach Restoration Program.............coeuuuuiiiiiiiiiniieeeeeeeceeeeeeeeeeee e 30
Issue 3  California History Interpretation Pilot Bram.................ooviiiiiiieee e e 31
3860 Department Of Water RESOUICES ...........ommeeeeeeeeeeireieeiiiiiiiiiasanaaeaeeeeaasaaaeaaaeees 32
Issue 1 Delta Habitat Conservation and Conveyan@gr&m ............ccoooevvvieeeeeiiinnnnnnnn s 32
3900 California Air ReSoUrces BOard..............uuiiiiiiiiiieeeeeeceeeeeeeiiii e 33
Issue 1  Short-Lived Climate Pollutants and POSOZB@POSalS.......cccoevvveeeeeeiiieiiieeivieenens 33
Issue 2 Motor Vehicle Insurance Account ASSESSIMENT........coeeeeiiiiiiiiiiiiiiiiiieees 34
Issue 3  Specialty Equipment Market Association (PEMroposed Fee..........ccccvvvveeeenennnn. 35
3940 State Water Resources Control BOard ........ccccceeeviviiiiiiiiiiiiiiiiiiiiieeeeeeeee e 36
Issue 1  Public Water System Consolidation TrailrlBinguage ...........cccoeeeeviiiiiiiiiiiiinnns 36
Issue 1  Drinking Water Program EXpenditureé Cap o ......uuvvveriiiiiiiieeeeeeeeeeeeeeeeeeeeeeee 37
3970 Department of Resources Recycling and Recovd@alRecycle)..........ccccceeeeennn. 38
Issue 1 Beverage Container Recycling Program Refarm............ccceeeiiiiiiiiiiiiiiiiiiieeeenn. 38
8570 California Department of Food and AgriCUlture...............ccceeeeiiiiiiieeeeiiiieeeeeiiies 39
Issue 2 Pest Prevention PrOQIam ...........ee oo e e e eeeeeeeeeeeeeesttss s e eeeeees s s e e e e e e e aaaeeeees 39

ISSUES PROPOSED FOR DISCUSSION

Senate Budget and Fiscal Review Committee

Page 2



Senate Budget Subcommittee No. 2 May 18, 2016

VOTE-ONLY CALENDAR

0540SECRETARY FOR NATURAL RESOURCES

1. Implementation of AB 142 (Bigelow), Chapter 661, Sttutes of 2015.The budget requests
a one-time appropriation of $125,000 Environmeihiaense Plate Fund (ELPF) to hire a
contractor to compile a report, as required by AR.1Pursuant to AB 142, the Upper
Mokelumne Watershed Authority will reimburse thatet$125,000 for the study. AB 142
requires the Secretary for Natural Resources tongubreport that analyzes the suitability or
non-suitability of certain sections of the MokeluenRiver for state wild and scenic river
designation to the Governor and the Legislaturd)égember 31, 2017.

2. Timber Regulation and Forest Restoration Public Preess and Technical SupportThe
budget requests to make ongoing $230,000 (TimbguR#on and Forest Restoration Fund)
to support public involvement processes, techrasalstance, and scientific guidance (funds
were previously a limited-term pilot project). Theoposal also includes trailer bill language
to permit providing reasonable per diem compensatiopersons, other than public agency
staff, who are serving on program advisory comragtter working groups.

3. River Parkways and Cultural and Historical Endowmert Reappropriation. The state is
currently providing statewide oversight and admarisg grant programs for propositions
12, 13, 40, 50, 84 and 1. This request would regpmte the remaining balances of
appropriations from the River Parkways and the f@adia Cultural and Historical
Endowment programs within these bond measuresas@tigoing projects can be completed
and so that the remaining funds can be awardeddg~will be awarded through the current
solicitation of River Parkways and the Museum Gmargagram. Awards will be announced
during the first quarter of 2016-17.

4. San Joaquin River Settlement (Proposition 84) and ifh Hatchery Expansion. The
budget requests to appropriate a total of $32,881(Proposition 84) for implementation of
the San Joaquin River Restoration Settlement, a€lwt15,983,000 will be used for the
construction of a fish hatchery, and $16,548,000kve used to reimburse the Department of
Water Resources and Department of Fish and Wilétifevork across all aspects of the San
Joaquin River Restoration Project.

Staff Recommendation: Approve as proposed.

Vote:
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3100 CALIFORNIA SCIENCE CENTER AND CALIFORNIA AFRICAN AMERICAN MUSEUM

1. Bathroom and Drinking Fountain Renovations at the Glifornia African American
Museum (CAAM). The budget requests $275,000 (Exposition Park degment Fund
[EPIF]) that will provide funding for the complend comprehensive renovation of four
bathrooms and the replacement of the two wall-medindrinking fountains inside the
CAAM building both for employees and guests. CAA&teives 300 guests and patrons on a
daily basis and renovating the bathrooms and remgate drinking fountains will improve
patrons experience and the overall appearancesdrttire facility.Staff recommends adding
$2 million (General Fund) to provide deferred maimince and to improve exhibit and art
storage at the museum.

2. Exposition Park Public Safety Staffing.The Office of Exposition Park Management (Expo
Park) requests $ 1.5 million (EPIF) annually, faotyears, to provide funding to continue
management of the Department of Public Safety ey @alifornia Highway Patrol. The
resources are needed to provide professional safedysecurity for both the millions of
visitors to the park, and the employees.

3. Exposition Park Reimbursement Authority Increase. The Office of Exposition Park
Management requests an increase of the annualirmselmbursement authority from its
current amount of $508,000 to $638,000, to payafumual assessments levied against the
EPIF and address critical deferred park maintenanoajor repairs, and capital
improvements and to help meet assessment obligagioth improve overall security.

4. Office of Exposition Park Assistant General Manager The budget requests $150,000
(EPIF) and one position (assistant general man@jdi) to assist in park operations. The
workload of the GM has increased greatly over tast wo years. Examples of additional
workload include: the addition of at least one biaél Football League (NFL) team with a
possibility of a second NFL team, three major apptojects within the park-the building of
a new soccer stadium, the renovation of the Calisebe construction of the Science Center
Phase 3, increased special events, increased cisntnad the prospective bid for the 2024
Olympic Games. Additionally, the office is requestito include provisional language, which
would allow augmentations to the EPIF for operalarosts associated with major events at
the park.

5. Increased Contracted ServicesThe May Revision requests an increase of $515t600
provide funding for increased parking and landsegmontracts at Expo Park. Specifically,
the request includes $335,000 to fund a new parkipgrator contract beginning July 1,
2016, and $180,000 for a 12-month period to refleateased landscaping costs.

Staff Recommendation: Approve as proposed including an additional $2iarliGeneral Fund
for the California African American Museum.

Vote:
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3340CALIFORNIA CONSERVATION CORPS

1. May Revise Technical Adjustment. The May Revise requests an increase of $10,000
(Proposition 39) to provide for a technical adjusirinfor program delivery costs within the
Energy Corps program that were inadvertently omhittehen preparing the Governor’s
budget.

Staff Recommendation: Approve as proposed.

Vote:

3480DEPARTMENT OF CONSERVATION

1. Legislative Proposal for Best Practices for Well ABndonment. As follow up to the
extensive budget and policy hearings on Aliso Canyalopt trailer bill language to require
that, on or before January 1, 2019, the Divisioldf Gas and Geothermal Resources shall
develop, through a public process, with input frmakependent experts, stakeholders and the
public, “best practices” for the design, mainterggnmonitoring, operation, data reporting
and plugging and abandonment of gas storage wells.

Staff Recommendation: Approve Item 1.

Vote:

3540 DEPARTMENT OF FORESTRY AND FIRE PROTECTION (CAL FIRE)

1. Reappropriations and Technical Adjustments (SpringFinance Letter). The department
has a residual balance of funds for managing sellesgl fireworks. This proposal would
allow for ongoing fireworks management through #846 fireworks season. The spring
finance letter also requests to correct a techrecadr in the January budget for contract
county wage adjustments and reimbursements, imguil,000 for lease revenue debt
service.

2. Aviation Contracts. The budget requests to increase support for fixedr aviation
contracted services by $3.5 million in the budgedry and increasing to $9 million in four
years. This is the result of a new contract signgth DynCorp International, LLC
(DynCorp) after a successful request for propdR&R) bid to provide fixed-wing and rotary
fleet. DynCorp provides pilots to operate fixed-wimircraft, as well as maintenance
technicians for both the department’s fixed-wingl aotary fleet. This item was heard on
March 17 and held open.
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3. Exclusive Use HelicoptersConsistent with previous years, the May Revisexuests $10.4
million General Fund one-time in 2016-17 for exohesuse helicopter contracts and ground
crew temporary help position authority. These resesiwill supplement CalFIRE’s existing
fleet on fire incidents as necessary during emeargeaperations throughout the State of
California.

Staff Recommendation: Approve as proposed.

Vote:

3600DEPARTMENT OF FISH AND WILDLIFE

1. Sacramento and San Joaquin River Tributaries. The department requests $816,000
(General Fund) and one permanent position to campiegotiations in tributaries to the
Sacramento-San Joaquin rivers for settlements ¢hedte water supply and regulatory
certainty for water users and improve ecologiaalfaind habitat for species. This issue was
heard and approved in 2015. This proposal wouldpteta the project.

2. Loan Repayments—Oil Spill Response Trust Fund.The May Revision requests a
technical adjustment to allow the department loatharity from the Renewable Resources
Trust Fund to the Oil Spill Response Trust Fundruber to allow the department to repay the
balance of the loan, $3.5 million. The May Revisaso requests to extend the repayment of
$35 million of the $40 million Oil Spill Responseukt Fund transferred to the General Fund
as a loan. Trailer bill language is included toeasle the obligation of the state oil spill
administrator to collect oil spill response feeheartvise required to maintain the fund
balance and to update the required dates for tfeymeent of loans.

Staff Recommendation: Approve as proposed.

Vote:

3760 STATE COASTAL CONSERVANCY

1. Proposition 1 Proposal. The budget requests $12.4 million (Propositionfdr) local
assistance and capital outlay and program deliasrpllows: (1) local assistance and capital
outlay: $11.9 million; and, (2) program delivery $00,000. These amounts represent an
incremental increase to the amounts proposed fprogpation to the conservancy. The
funds would be used for purposes of protectingrsivéakes, streams, coastal waters, and
watersheds in the coastal and San Francisco Bayrgggons, consistent with the bond.
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2. Habitat Conservation Fund Reversions.The spring finance letter requests reversion ef th
remaining reimbursement authority from several yasirs' items of appropriation from the
Habitat Conservation Fund (Fund 0262). The conseywaxpects no further reimbursements
into these items of appropriation and no longedsdbe remaining reimbursement authority
associated with the items.

Staff Recommendation: Approve as proposed.

3780 NATIVE AMERICAN HERITAGE COMMISSION

1. Reappropriation. The May Revision requests reappropriation of $997 (General Fund)
to provide for the completion of a geographic dassbof California Environmental Quality
Act agencies as they pertain to tribal boundafiée database is required by AB 52 (Gatto),
Chapter 532, Statutes of 2014. The reappropriasiaequired because the delays in hiring
for these activities. The commission states thatpibsitions are filled and the project can be
completed within the reappropriation timeframe.

Staff Recommendation: Approve as proposed.

Vote:

3790 DEPARTMENT OF PARKS AND RECREATION

1. Vessel Operator Certification Program. Harbors and Navigation Code (HNC) Section
678.7(a) authorizes a transfer totaling $4 milliptarbors and Watercraft Revolving Fund)
to the vessel operator certification account, ofclwt$1 million has been transferred to date.
The department requests the balance of $3 millerathorized for transfer in 2016-17.
These funds will be used to support an existing@mmation to implement the requirements
of SB 941 (Hill), Chapter 433, Statutes of 2014 jchhestablishes the Vessel Operator Card
Program.

2. Community Outreach Pilot Program. The budget requests $690,000 over two years from
the State Parks Protection Fund, and three posijtiona pilot project to engage underserved
and underrepresented communities. The pilot ismapcment of the relevancy committee’s
initiative “Engaging Underserved Populations wittat8 Parks.” Specifically, the project
would establish state park community liaisons mBay Area and Angeles districts who will
conduct outreach and engage local community memberscreate exhibits, tours,
demonstrations, and other programs. The departstatds that the goal of the project is to
identify best practices in outreach, engagemetiti i@l relevancy, and partnerships that can
be scaled throughout the state parks system.

3. Spring Finance Letter Capital Outlay Proposals.The budget requests reappropriation of
existing Capital Outlay appropriations to allow fve completion of projects currently in
process. These include: (1) ElI Capitan State Beaohstruct new lifeguard operations
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facility; Torrey Pines State Natural Reserve: tytiinodernization; (2) Gaviota State Park:
main water supply upgrades; (3) Heber Dunes Statecdlar Recreation Area: water system
upgrades; and, (4) McArthur-Burney Falls Memoright8 Park: ramp and boarding float
replacement. Spring finance letter reappropriatiomdude Off-Highway Vehicle Fund
projects, posted spring letter Proposition 84 iteBwsuth Yuba Bridge, updates to January
proposals, and SPRF ongoing projects including Atgand, Mendocino Headlands, Leo
Carrillo, and McArthur-Burney.

Extensions of Liquidation. The budget requests extension of liquidation feo tlocal
assistance grants in the Habitat Conservation Harmbram that supports acquisition,
enhancement, restoration, and development of anlivabitats. The projects were delayed
due to technical studies and permit requirements.

Staff Recommendation: Approve as proposed.

Vote:

3820 SaN FRANCISCO BAY CONSERVATION DEVELOPMENT ComMISSION (BCDC)

1.

Co-Location to Regional Headquarters. The May Revision requests funds to relocate
BCDC offices into the Metropolitan Transportatioror@mission's new regional agency
headquarters building in San Francisco at 375 B8alket. This request requires a one-time
augmentation of $350,000 (General Fund) to provigeding for costs associated with
BCDC's relocation to 375 Beale. BCDC does not hawalable funds for this co-location
project, and is statutorily required to be locatedan Francisco. This item has been heard
multiple times in the subcommittee in 2014 and 2@4th recommendations to support the
co-location move.

Staff Recommendation: Approve as proposed.

Vote:

3860 DEPARTMENT OF WATER RESOURCES

1.

System Reoperation Program and Surface Storage Progm. The spring finance letter
requests various reversions and appropriations aweewontinue the system reoperation
programs and surface storage program. The origunek plan prepared in 2009 was to
complete the studies by 2014. However, the studyqat to be very complex and required
extensive engagement with stakeholders. As a rawatproject schedule was extended to
2017. Phase 3 of the study was completed in 20i&sd>4 of the study was planned to be
completed in 2017. However, two major statutes f@oable Groundwater Management Act
and Proposition 1) were enacted in 2014 that hheaged water management in California.
The future analyses will need to incorporate aralyae the implementation of these statutes
in the evaluation of reoperation strategies. Tlasassitates extension of the study schedule
to 2021. The surface storage program request (8225geversion and appropriation anew)
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continues studies for the various surface storagelies previously approved by the
Legislature.

2. Spring Finance Letter Technical Adjustments, Reappopriations, Extensions of
Liguidation and Reversions.The spring finance letter requests reappropriatiergensions
of liquidation periods, and technical adjustmemtisvarious funds. These technical changes
are critical to various projects which cannot benpteted by June 30, 2016. This includes
the following previously approved proposals: (1Xevaecycling and desalination feasibility
studies; (2) flood corridor program; (3) Yuba-Feathflood protection program; (4)
desalination grant projects; (5) water use efficiegrants; (6) integrated regional water
management program and grants; and, (7) Propoditmograms.

3. May Revision Loan Payment DeferralsThe May Revision requests to defer repayment of:
(1) $1.1 million General Fund loan to the Calif@nivater Fund; and, (2) $2.4 million
(General Fund) to the Environmental Water Fund.

Staff Recommendation: Approve as proposed.

Vote:

3900 AIR RESOURCESBOARD (ARB)

1. Enhanced Fleet Modernization Program. The budget requests requesting a one-time $4.6
million direct appropriation from the Enhanced Elb®odernization Subaccount (EFMS) in
order to continue to partner with the DepartmenCohsumer Affairs (DCA), Bureau of
Automotive Repair (BAR), in managing the Enhancel@eF Modernization Program
(EFMP). ARB previously has a direct appropriatidr$2.8 million from EFMS for the ARB
portion of operating EFMP. This proposal would gase ARB's 2016-17 spending authority
by $4.6 million, to a total of $7.4 million. The ARand BAR are required to reduce the
number of passenger vehicles, light duty trucks] amedium duty trucks that are high
polluters. The appropriation from the EFMS willail ARB to meet the high demand for
EFMP.

2. Litigating Civil Penalties. The budget requests $3.2 million from the Air Btidin Control
Fund, and eight positions for program and litigaticosts associated with litigating civil
penalties concerning Volkswagen, and others fonguSdefeat devices" on diesel engines.
Additionally, $1 million is requested for a one-Bnequipment purchase and $1 million is
requested to contract with the State Attorney Ganeérhis proposal is for resources to
thoroughly investigate and prepare a civil litigaticase concerning Volkswagen, Audi and
Porsche vehicles using defeat devices to circumesnission test procedures. Current
resources are inadequate to support work on thestigation and litigation because this case
requires a major effort due to the number and types/ehicles and the volume of
documentation needed. This case is significant watential penalties in the hundreds of
millions of dollars. Proceeds from regulation viaas are deposited in the Air Pollution
Control Fund.
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3. Sustainable Freight Action Plan and Implementation.The budget requests eight positions
and $200,000 per year in contract funds from thedviwehicle Account. This includes one
air resources supervisor 1, one staff air polluspecialist, one air resources engineer, and
three air pollution specialists to meet the inceglasvorkload to negotiate, develop, and
implement emission reduction measures and to fughstainable freight pathways to zero
and near-zero emissions; develop and implemenidcorevel freight pilot projects; develop
and implement a freight facility handbook; as vaslprovide support for other activities and
deliverables to further sustainable freight.

4. SB 350 Implementation.The budget requests three permanent full-timetipasi to support
a better understanding of plug-in electric vehicd@ergy demand projections and
environmental benefits associated with plug-in telewehicle use in California, including in
low-income and disadvantaged communities, evalaatereport on how to increase access
to zero or near-zero transportation for low-incooustomers, and develop greenhouse gas
planning targets, for the integrated resource p{HRBS) they are tasked with developing for
the electricity sector and investor-owned and mulniilities, which will need to increase their
overall renewable portfolio to 50 percent. Thesévaies are critical so that the Air
Resources Board can meet its obligations under®B(Be Leodn), Chapter 547, Statutes of
2015, and the state can meet its near- and long-¢kmate goals and reduce dependence on
traditional fossil fuelsThe LAO recommends adopting this on a limited-teasis, and the
Assembly concurs with this action. Staff recommanosnforming action.

5. Implementation of AB 1496 (Methane Emission Measuraent). The budget requests
$580,000 and four new permanent full-time positjd#i#g90,000 in annual contract funding,
and $60,000 for a one time equipment funding from €ost of Implementation Account to
meet the legislative requirements of AB 1496 (Thomah), Chapter 604, Statutes of 2015, to
carry out measurements of high-emission methand 8pots” and conduct life-cycle
greenhouse gas emission analysis in the naturaegasr.

Staff Recommendation: Approve as proposed with a conforming action oml#&eto make the
position funding limited-term.

Vote:

3940STATE WATER RESOURCESCONTROL BOARD (SWRCB)

1. Drinking Water Program—~Federally Mandated Inspections Workload. The budget
requests 10 positions and $1.4 million (Safe Drnigkivater Account (SDWA)) to increase
compliance with United States Environmental PratectAgency (US EPA) federal
requirements related to drinking water, for whible Division of Drinking Water (DDW) is
responsible. Specifically, the State Water Boamguests 10 positions in the northern and
southern California field operations branches. W has a significant backlog in
federally-mandated water system inspections (&njtary surveys), including small water
systems in severely disadvantaged communities.eTpesitions will increase the number of
federally-required sanitary surveys completed alyua
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2. Governor's Budget and Spring Finance Letter Technial Adjustments,
Reappropriations and Reversions.The budget requests (1) reversion of unused state
operations and local assistance authority; (2)o@-@priation of local assistance authority to
align with encumbrance dates in Proposition 1; §8fithe appropriation of funds in 84 to
ensure the purpose of the bonds is met with thdifignof new projects. Additionally, the
SWRCB requests that these funds be available fourebrance until June 30, 2019 and
liquidation until June 30, 2021. The budget alsquests a reappropriation to extend the
encumbrance and liquidation period of the localistasce funds in the site cleanup
subaccount (SCS) and the replacing, removing, @raging underground storage tanks
(RUST) loans from the fiscal year 2015-16 apprdjpma The SWRCB requests that the re-
appropriated funds be available for encumbrancé dubhe 30, 2018 and liquidation until
June 30, 2021. The Governor's 2015-16 budget imthiey left out this request for
extended encumbrance and liquidation periods.

3. High Speed Rail Authority—Expedited Permitting. The budget requests $387,000 in
annual reimbursement spending authority and 3.B@eent positions to address federally-
required water quality 401 certification needs aversight of the high speed rail (HSR)
project in order to meet the High Speed Rail Autier (HSRA) requested permitting
schedule. The scheduled 401 certification workuested by the HSRA will require
approximately 17,500 hours of work over and abowenal 401 certification workload, and
then oversight once project certification is conde as construction continues.

4. Leviathan Mine Workload. The budget requests $211,000 ongoing General BnddlL.9
permanent positions to support workload needednf@iement and oversee provisions set
forth in the "Leviathan Mine Site Work and Costddation Settlement Agreement” between
Atlantic Richfield Company and state parties, inohg the Lahontan Water Board. Funded
work would include review of remedial investigatiand feasibility study work plans and
reports prepared for the Leviathan Mine superfuitd pursuant to the Comprehensive
Environmental Response, Compensation, and Liablldy (CERCLA) and participating in
the natural resource damage assessment (NRDA)diagareleases from Leviathan Mine
site.

5. Drought Activities. The budget requests an increase of $21.4 millmmohe year for
continued drought-related activities. Of this am$5.4 million General Fund will support
water rights activities, $1.0 million Cleanup andatement Account will support water
quality efforts, and $15 million in one-time loadsistance Cleanup and Abatement Account
grants will support projects that provide watertegs with both interim and permanent
solutions to drought emergencies.

6. Proposition 1 Water Commission. The budget requests one position and $130,000
reimbursement authority to provide technical aasis® and policy expertise under an
interagency agreement with the Department of WRessources to support the development
and implementation of the California Water Comnus&® Proposition 1 Water Storage
Investment Program.
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7. Water Rights Permitting (Heard on April 7). The budget requests seven positions and
$851,000 (Water Rights Fund) to process applicatit;m appropriate water, petitions to
change existing rights, wastewater change petitiamsl licensing of water rights. The
program is funded through fees charged to watért rgermit and license holders. The
SWRCB estimates that this proposal would increasgemright's permits, licenses, and
application fees by approximately eight percent.

8. Board Member Per Diem. The Governor proposes $335,000 (various speciadsufor
increased regional board member per diem payméhésproposal increases Regional Water
Board member per diem from $100 to $500. It algh@izes board members to receive one
day's per diem to review materials in preparation board meetings. Further, it deletes
provisions stating that board members receivinglated salary are not eligible for per diem
and caps total statewide expenditures for board meerper diem in lieu of the current cap
for each regional board. This cap is in accordanith the increased per diem payments
proposed and assumes each regional board meetsmamtkly. This item was approved by
the subcommittee as proposed. The Assembly budgebramittee approved this proposal
but reduced the per diem amount to $250 per dieaxifmum). Staff recommends taking a
conforming action.

9. May Revision Loan Deferrals. The May Revision requests deferral of a $1.6 onilli
General Fund loan to the Drinking Water Operatorti@eation Special Account until June
30, 2019.

Staff Recommendation: Approve as proposed with a conforming action omlgto reduce the
maximum per diem amount to $250.

Vote:

3960DEPARTMENT OF TOXIC SUBSTANCES CONTROL (HEARD ON APRIL 21)

1. Hazardous Waste Management Permitting SupportThe Governor proposes an increase
of $1.2 million (Hazardous Waste Control Accoumt)miake permanent eight, limited-term,
positions that are set to expire at the end ottheent year. These positions were previously
provided to address a hazardous waste permit rénmeklog, as well as to update cost
estimates associated with closing hazardous wasi#iés.

2. Enhanced Permitting Capacity and Support The department requests $2.4 million from
the Hazardous Waste Control Account, and 15 postieithin the permitting division, to
fully implement process improvements under the jemnhancement work plan. The
proposal is intended to sustain timely permittimgjans, mitigate the incidence of facilities
operating for extended periods of time on expiredrpts, and improve enforcement.

3. Trailer Bill Language. The department requests trailer bill languagditoieate the option
to pay a flat fee for a permit application in lietia fee for service so that permit applicants
pay the full costs associated with permitting €foiThe Administration believes this will
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significantly reduce staff time on permit appliceits and align revenues with expenditures in
the future.

4. Strategic Program Development.The Governor requests an augmentation of $747,000
($347,000 from Hazardous Waste Control Account$3ii3,000 from the Toxic Substances
Control Account), and conversion of five positiomem limited-term to permanent. The
department intends to have the five positions tepms a team, to the existing Special
Assistant for Program Review. The team will worlstgynatically through the department’s
core programs and support services to evaluatettbegths, weaknesses, opportunities, and
threat in program and service functions. The teaith prioritize areas or issues for
development.

5. Office of Environmental Justice and Tribal Affairs. The Governor requests an
augmentation of $881,000 ($441,000 from Toxic Samsts Control Account and $440,000
from Hazardous Waste Control Account), and six fjomss, to create the proposed Office of
Environmental Justice and Tribal Affairs. The prsglois intended to strengthen the
coordination of environmental justice and tribdhat activities and to enhance engagement
with impacted communities. The office will also ididy and address gaps within its own
programs that may contribute to unequal environaleptotections or outcomes in these
communities, and broaden the transparency of acesado DTSC programs.

6. Independent Review Panel—Legislative Proposallhe Legislature heard from the Senate
appointee to the DTSC Independent Review Panel)(IRPorder to continue to facilitate
this work, staff proposes to add two permanenttjpes with limited-term funding, to allow
for more continuity of staffing for the IRP, withubtget bill language requiring the
department to provide access to the IRP to staibtilzss and workers in order to provide a
more robust review of the department.

Staff Recommendation: Approve as proposed.

Vote:
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3970DEPARTMENT OF RESOURCESRECYCLING AND RECOVERY

Settlement Fees for Public Service Announcementd.he May Revision requests $150,000
(Integrated Waste Management Account), one-time, develop public service
announcements regarding the proper handling angoské of universal and household
hazardous waste, including electronic waste. Thisdihg is the result of a settelement
agreement that specifies the use of these funds.

Staff Recommendation: Approve as proposed.

Vote:

8570 CALIFORNIA DEPARTMENT OF FOOD AND AGRICULTURE (CDFA)

1.

2.

Network of California Fairs Oversight. The May Revision requests two permanent
positions (one agricultural program supervisor amé attorney) and $435,000 (Fair and
Exposition Fund) in 2016-17 and $392,000, ongothg, Fairs and Expositions Branch to
improve of the oversight of the activities of th&fairs (of which 77 are active) that make up
the network of California fairs. The department koad includes supervision of fair
meetings, legal counsel, and management of deferadatenance funds.

Alternative Fuels Quality and Oversight Program. The May Revision requests $1.1
million (Cost of Implementation Account, Air Poliah Control Fund) in 2016-17 and $1.4
million, annually thereafter, to establish the Atative Fuels Quality and Oversight Program
to regulate alternative transportation fuels. Tineds will support 5.8 existing, but unfunded,
positions in 2016-17 and an additional 2.5 existibgt unfunded, positions annually
thereafter.

Medical Marijuana Regulation Projects. The May Revision reques$2 million (Medical
Marijuana Regulation and Safety Act Fund [MMRSAFR]he-time, be allocated in 2016-17
for project management and support services ofitkasing and track and trace solutions.
The specific categories and estimates may chan@eD&A completes its market research
and makes decisions (e.g. whether the solution bell Software as a Service or not).
However, the current estimates are as follows em#xt page:
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Workload Cost Estimate
Vendor's Hardware $750,000
Systems Integrator $250,000
Security Evaluation $50,000
Technical Lead $150,000
Quiality Manager $50,000
Data Manager $240,000
Requirements/Test $240,000
Training $50,000
Architect $220,000
Total $2,000,000

The CDFA also requests budget bill language allgwiior a one-time MMRSAF
augmentation in 2016-17 upon approval of the Diecof Finance and subject to a 30-day
notification to the Joint Legislative Budget Comiaé. The provisional language will allow
the CDFA to complete its market research and ptatefindings to the Director of Finance
who will then determine the amount to be allocaé®d provide notification to the Joint
Legislative Budget Committee. The CDFA anticipatearket research will be completed in
the Fall of 2016. Due to the short duration of #esvices (18 months) and the expertise
needed with some of these positions, it is notiliéado hire state staff to perform these
functions.

LAO Recommendation. “We recommend approval of the $2 million requesptovide one-
time funding for contract management and supporvices. We further recommend the
Legislature adopt modified budget bill languaget thall require CDFA to report specific
information regarding the proposed IT projectgpad of the 30 day notification letter to the
Chairperson of the JLBC. Doing so would provide thegislature with key information to
inform its review of the proposed augmentationr @eommended language is attached.”

Staff Recommendation: Approve as proposed with LAO recommended budgeétdnuage to
require CDFA to report specific information regauglithe proposed IT projects (Item 3).

Vote:
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(ENVIRONMENTAL JUSTICE AND LEAD EXPOSURE MAY REVISION PROPOSALS

Issue 1: Environmental Justice Proposal

Governor's May Revision Proposal. The May Revision include$904,000 (various special
funds) to make permanent a pilot project desigweretiuce adverse environmental impacts in
the most vulnerable communities in California. fineposal supports increased enforcement and
compliance initiatives in more areas identifieddésadvantaged in the state. The proposal is a
collaboration proposal between the Office of thecr8mry and four of its boards and
departments (Air Resources Board (ARB), CalRecyBlepartment of Pesticide Regulation
(DPR), and the State Water Board). Specificalhg tequest is for six permanent full-time
positions for a total of $904,000 annually, to aase coordinated enforcement and compliance
efforts in areas of the state disproportionatelydbned by the greatest concentration of
environmental hazards.

The resources requested through this proposahtgeded to increase coordination among Cal-
EPA boards and departments and with local, staie federal regulatory and law enforcement
agencies to facilitate compliance and enforceméorte across all media (air, water, toxics,

solid waste, and pesticides). The efforts of tk&an are intended to improve the involvement of
disadvantaged communities in the decision makiraggsses that affect their health and local
living conditions.

Specifically the proposal includes the following:

Department Request Fund Source
Air Resources Board $140,000 (one position)|  Air Pollution Control
Fund
Department of Pesticide $140,000 (one position) Department of Pesticide
Regulation Regulation Fund (Mill
Assessment)
State Water Resources $140,000 (one position) Underground Storage
Control Board Tank Cleanup Fund
CalRecycle $140,000 (one position) Multiple spefualds
Cal-EPA $344,000 (two positions) Unified Prograncéant

Staff Comments. The proposal’s intent is laudable, and to the rextkeat the funds are being
used to increase enforcement within the specifihaizations set forth in statute, then the
proposal is within the scope of the Cal-EPA budgbe secretary should be prepared to discuss:
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(1) Why the State Water Board is using the Undergro8tatage Tank Cleanup Fund
rather than the Waste Discharge Permit Fund fagrdarcement positions that likely
will focus on waste discharge;

(2) Why Cal-EPA is using the Unified Program Accountiebhis derived from fees
collected by each certified unified program agereygd was assessed on persons
regulated by the program, rather than the Genenadi lor fines and penalties.

(3) How the secretary will measure and report outcomeeshe public on this new
program.

Staff Recommendation Approve as proposed.

Vote:
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Issue 2: Lead Exposure Proposals

Governor's May Revision Proposal. The Governor's May Revision includes two proposals
intended to reduce lead and pesticide exposurgcylarly related to children’s health.

1.

Local Lead Water Testing and Public Education (Sta¢ Water Board). The May
Revision requests $480,000 Safe Drinking Water Aot@nd two positions for the State
Water Board to: (1) address US Environmental Ptmiegency-identified deficiencies
in the State Water Board reporting of public wasgstem compliance with federal
reporting requirements, and (2) develop and imptergaidance documents based on the
federal Lead and Copper Rule to improve tools fablig water systems and their
customers, including local educational agencies.

This two-part request is for $480,000 Safe Drinkigter Account for two years, and
$240,000 ongoing in out-years and two Division oinRing Water (DDW) positions to
provide resources to improve the ability of the DDR®Vprovide more accurate, timely,
and complete reporting of California drinking watéata. The two-year limited-term
resources will work to develop and distribute gaicaand informational documentation
based on the federal Lead and Copper Rule for puwiniter systems to help improve
local public health outcomes.

. Listing Lead Acid Batteries (Department of Toxic Sistances Control [DTSC]).The

May Revision proposes $255,000 (Toxic Substancestr@Glo Account), and two
positions, to evaluate listing lead acid battemss"priority products” subject to safer
consumer product regulations. As part of a hazardeaste source reduction initiative,
DTSC will conduct research, engage with stakehsldevaluate options, and implement
recommended actions to better protect the peopdeeanironment of California from
adverse impacts related to the manufacture, usgclreg and disposal of lead acid
batteries.

Staff Comments. Staff recommends approval of the Governor's prapoBhe state’s data on
lead exposure needs improvement. These proposals the state toward better reporting and
data on both exposure and source of lead in thecamuent. In order to put the state fully into
compliance with the US Environmental Agency Lead &opper Rule, the state would need a
total of four new positions.

Staff Recommendation Approve as proposed with two additional positibmghe state water
board for full federal compliance.

Vote:
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Issue 3: Pesticide Air Monitoring Network

Governor's May Revision Proposal. The May Revision requests $2.3 million (Departmaint
Pesticide Regulation Fund and Air Pollution Conffahd civil penalties) and five positions to
the Department of Pesticide Regulation (DPR) andRésources Board (ARB) to expand the
current network of year-round pesticide air mornitgy enhance pesticide laboratory analysis
capabilities, and resume previously suspended sahsmbient pesticide monitoring to better
evaluate the impact of pesticides on children’dtheand in disadvantaged communities.

Specifically the proposal requests $2.3 million2Dil6-17 and $1.6 million 2017-18 to expand
and strengthen California's existing pesticidevanitoring network as follows:

1. Department of Pesticide RegulationThe DPR is requesting $1 million in 2016-17 and
$962,000 in 2017-18 (DPR Fund). Funding will bedus® (1) revise the site selection
process to include the consideration of childrdr@alth (schools) and environmental
justice factors; (2) increase the number of comtmesibeing monitored from six to
eight; (3) increase the number of pesticides amé periods monitored; and, (4) conduct
three intensive seasonal monitoring studies eaah Viéis request includes $62,000 for
one-time purchases for DPR supplies, services.eanipment; a $70,000 DPR contract
for sampling remote site(s), a $100,000 DPR conhttacimprove the sampling and
laboratory methods, and a $548,000 DPR contradt @dlifornia Department of Food
and Agriculture for additional laboratory analyses.

2. Air Resources Board.The ARB is requesting $1.3 million in 2016-17 &&D6,000 in
2017-18 for a two-year limited term. Of the 2016+&quested funds, $715,000 in one-
time equipment purchases and $136,000 in maintenaxygenses will be funded by civil
penalty revenues from the Air Pollution Control BUAPCF). Of the 2017-18 requested
funds, $136,000 in maintenance expenses will bdedrby civil penalty revenues from
the APCF. The DPR Fund will cover the remaindertted ARB’s costs in 2016-17
($463,000) and 2017-2018 ($460,000). The requdsteds will be used to expand the
current network of year-round pesticide air moritQr stations, enhance pesticide
laboratory analysis capabilities, and resume sedsambient pesticide monitoring in
environmental justice communities. This proposatludes provisional language
specifying that APCF civil penalties can be used tllee one-time equipment and
maintenance costs.

Staff Comments. Increased protection of individuals exposed taipeles is part of the core
mission of DPR. The departments should be prepardbcuss:

1. What data was used to determine that this propesedcessary, including exposure data?
2. How will outcomes be measured for this two-yeaotgirogram?

3. How will residents be apprised of concerns raisgthle increase monitoring—including
should the pilot project determine that there amacgeptable levels of pesticides in
certain areas?

Staff Recommendation Approve as proposed.

Vote:
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MAY REVISION DROUGHT PROPOSALS AND JANUARY BUDGET UPDATE

| Issue 1: Drought Proposals

Governor’s January Budget (Open Items). The following items are currently open from the

January budget. Specifically, the subcommittee loglen the Department of Water Resources
item to determine if the $42 million salinity baws would be necessary after May Revision.
Staff was directed at during the April 7 hearing add LAO recommended reports on

measureable outcomes and lessons learned to #iétdim.

1. 3600 Department of Fish and Wildlife—Augmentation ér Drought Activities. The
budget requests $17.7 million ($2 million Hatchsréad Inland Fisheries Fund and $15.7
million General Fund), and a continuation of 13itad-term positions provided in 2015
for emergency drought response. The departmens glaiocus on high-priority areas
including: (1) emergency help for winter- and sgriun Chinook salmon on the
Sacramento River; (2) monitoring salmon and smelputations; (3) preventative
management actions to avoid commercial fishery otgpand, (4) increased enforcement
and general monitoring.

2. 3860 Department of Water Resources—Drought Activigs (Heard on April 7). The
Governor's 2016-17 budget includes $64 million (&wh Fund) in support of continuing
emergency response activities associated withttte’s current drought. The proposal
has three main elements: (1) $17 million in suppdr25 positions that are undertaking
drought response activities; (2) $5 million to asslisadvantaged communities with
emergency water supply and public health issuescaged with drought conditions; and
(3) $42 million for Delta salinity barrier constition work (the removal in fall 2016 if
installed in spring 2016, and the reinstallatidmeacessary, in spring 2017).

Governor's May Revision Proposals. The Governor's budget proposed $323.1 million to
continue the state’s emergency response to theghtorhis included several proposals that
assumed the drought would continue at levels ivipos years, statewide. Drought conditions
continue, particularly in Southern California, leaglthe Administration to propose additional
funding to continue its drought efforts statewided to address impacts of the multi-year
drought on forests and wildlife. The budget remo$42 million (General Fund) to reflect that
the removal of the salinity barriers in the Deltl wot be necessary.

1. Tree Removal.The May Revision includes $11 million (General Futal CalFIRE to
assist in the removal and disposal of trees in thighard areas. This includes: (1) $6
million for grants to local entities for removal bhzardous trees that pose a threat to
public health and safety; (2) $5 million for equigmt and personnel for hazardous tree
removal and fuels reduction efforts; and, (3) &abill language to allow small biomass
facilities to defer certain system interconnectosts.

2. Department of Fish and Wildlife. The May Revision includes $4.2 million (General
Fund), on a one-time basis, for the following del@elt-related proposals: (1) $2 million
for a habitat restoration and food production adaptnanagement pilot project; (2) $1.8
million for enhanced aquatic weed control; and,%@00 for continued monitoring and
targeted studies. The budget also reflects a deeref$4.2 million to reflect improved
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conditions in the north, reducing the necessityfidr recues and water infrastructure and
conveyance improvements.

3. Local Assistance for Small Communities. The May Revision includes $5 million
(General Fund) to the Department of Water ResoufDdR) to provide emergency
drinking water support for small communities. Thasn addition to $5 million included
in the January budget.

4. Public Education. The May Revision reduces by $3 million (Generahdfuin the DWR
budget to reflect the reduced need for statewideemwaaving public education
campaigns.

5. Drought Preparedness and Resilience for Urban WateAgencies.To effect long-term
water conservation, the May Revision includes $dilion (General Fund) to DWR and
the State Water Resources Control Board (SWRCBe¥ew and update local water
shortage contingency plans, develop recommendafiiwmew water use efficacy targets,
and to establish a permanent urban water useesftigidata tracking system.

6. Facilitation Support for Groundwater Sustainability Agencies.The May Revision
includes $1 million (General Fund) for DWR to supptocal public agencies with
facilitations services as they implement new groveter laws.

7. Statewide Agricultural Land Use Data. The May Revision includes $1 million
(General Fund), one-time, to DWR to support the afseemote sensing technology to
establish statewide agricultural land use datayrder to support new groundwater law
requirementsThe Assembly suggests adopting budget bill langtagequire DWR to
collaborate with other state agencies that have@gdtural land-use data.

8. Salinity Barriers Reduction and Reappropriation. The May Revision reduces by $42
million (General Fund) originally intended for thestallation of emergency salinity
barriers in the Delta. The May Revision requeséppeopriation of various special funds
should the barriers be necessary in 2017.

Staff Comments. Staff recommends approval of the Governor’'s prafgsThe May Revision
proposals address current needs and appropriatend down various costs will focusing
efforts on emerging issues. Staff have concernk thie biomass interconnection trailer bill
language and recommend this be moved to confefenéerther review.

Staff Recommendations
(1) Approve as revised with agriculture budget billgaage on Item 7.

(2) Approve LAO recommended reporting language reqgirihe department to, on or
before January 1, 2020, provide the Legislaturé wiplan for ongoing program reforms,
and an evaluation of the success of the reform$opilit in this proposal.

(3) Reject without prejudice the biomass interconnectrailer bill language included in the
tree removal proposal for further review during fesence committee.

Vote:
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(MULTIPLE ) CANNABIS CULTIVATION TRAILER BILL

| Issue 1: Cannabis Trailer Bill Language

Governor's May Revision Proposal. The subcommittee heard the Governor's budget
implementation of medical marijuana laws passed?®5 on March 3 and approved the
proposals on May 5. The Governor submitted trdiiklanguage (TBL) with the May Revision
to revise and clarify the certain aspects of thehaf medical marijuana legislative package
passed last year. The proposal includes the fatigwshanges, all within the Business and
Professions Code:

1. Clarifying Agency Roles in Protecting Streams.The TBL clarifies that the State Water
Resources Control Board (state water board), ratteer the California Department of Food
and Agriculture (CDFA), is the agency responsilde énsuring individual and cumulative
effects of water diversion and discharge do noedffinstream flows needed for fish
(migration, spawning, and rearing) and to maintsftural flow variability. The state water
board must consult with CDFA and the California Bement of Fish and Wildlife (DFW) in
developing requirements. Requirements establislyethd state water board and DFW to
protect instream flows must be included in CDFAasigabis cultivation licenses.

2. Licensing and Enforcement. The TBL establishes requirements for water supply
information when growers apply for a license frolFA as follows:

* For the first five years, requires that all CDFAelnses must include a pending
application, registration or other water right domntation filed with the state water
board.

* Beginning 2020, all licenses must have a valid watht. Business & Prof. Code,
Section 19332.2

The TBL specifies that CDFA licenses will includepéicable in-stream flow requirements
set by SWRCB and DFWBusiness & Prof. Code, Section 19332 Pee TBL specifies that
CDFA licenses must also specify that they are ffectve until the licensee has received a
DFW-issued lake and streambed alteration agreemeid told by CDFW that it is not
needed.Business & Prof. Code, Section 19332.2.

3. Coordination of DFW and SWRCB. The TBL gives DFW the authority to advise a
cultivator that a streambed alteration agreememois necessary if the license includes
streamflow and other protective measures spedifjeBFW and the state water board. Also
allows DFW to develop a general agreement for daisnzultivation. Fish and Game Code
Sections 1602(c) and 161Vhe TBL clarifies state water board has enforcenaeitority if
water is diverted or used for cannabis cultivatmil: (1) a CDFA license is required, but not
obtained; or (2) the diversion does not comply wvilie requirements to protect instream
flows established by the state water board or DFWhis impacts Water Code, sections
1831(cease and desist order) and 1847 (administriuties).

4. Process to Protect Instream FlowsThe TBL provides interim requirements directing the
state water board (through existing process foptng water quality policies) to establish
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interim requirements to protect instream flows pegddevelopment of long-term
requirements. This is designed to enable the stater board to act quickly to address
impacts to fish and wildlife. Once requirements dexeloped, the state water board and
DFW will implement a coordinated registration pragr for small irrigation operations
(similar to existing registration program in all portions of five North Coast counties).
Business & Prof. Code, Section 19332(e).

The TBL authorizes DFW to create, using emergeegylations, interim requirements to
protect fish and wildlife from the impact of diveyss from cannabis cultivation. These
interim requirements may be in addition to theestatiter board’s instream flow measures.
DFW interim requirements remain in place until lelegm requirements to protect instream
flows are adopted by the state water bodddsiness & Prof. Code, Section 19332(e).

The TBL provides long-term requirements directihg state water board, in consultation
with CDFW, to adopt principles and guidelines taimtain instream flows where cannabis
cultivation has the potential to substantially affenstream flowsBusiness & Prof. Code,
Section 19332(e).

5. Environmental Review. The TBL exempts the state water board and DFW rsiitea
requirements from the California Environmental @yaRct (CEQA). For the long-term
flows, however, the legislation requires an impauatalysis with less potential for delay: the
state water board must identify significant envim@mtal impacts and alternatives or
mitigation to reduce them, and it must considerlipubpomments on the analysis prior to
adoption. Business & Prof. Code, Section 19332(e).

Staff Comments. Staff commends the efforts of the Administrationprovide clarification to
the package of laws passed in 2015. Many of theés@ages are necessary in order to allow
departments to move forward with regulation of thswly legal product. However certain
guestions have been raised about the trailerdritillage including:

1. If this is cleanup legislation, why would we insé¥hgthy water and instream flow
requirements into the Business and Professions ,Gatiger than simply reference
existing or enhanced water codes?

2. Why are we treating marijuana crops differentlyntldher crops? Should we expect
special treatment of, say, alfalfa or almond crop8®/ not simply require marijuana
growers to adhere to California’s strict water 1&ws

3. CEQA exemptions should be used only in the most dirsituations. To be sure, the
state needs to move quickly to address concernatadhstream flows and water
quality concerns, particularly in the north sta¥®hat other options have been
explored for expediting this proposal?

Staff Recommendation Reject proposal without prejudice in order to kvowith the
Administration address various concerns raised eb8taff recommends the Administration set
up a working group with legislative policy and betigstaff specifically on the water and
agriculture aspects of the cannabis trailer bilvtwk through necessary language changes.

Vote:
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3480 DEPARTMENT OF CONSERVATION

Issue 1: Williamson Act Contracts

Background. The Williamson Act allows cities and counties totezninto contracts with
landowners to restrict certain property to opencepand agricultural uses. In return for these
restrictions, the property owners pay reduced ptgpexes because the land is assessed at a
lower-than-maximum level. The amount of the statbvention to localities is based on the
amount and type of land under contract, but is wbnass than the actual reduction in local
property tax revenues. The Department of ConsemvddOC), which administers the program,
estimates that individual landowners save anywlfrema 20 percent to 75 percent in reduced
property taxes each year, depending upon thewmistances.

The contracts entered into between local governsnemid property owners are ten-year
contracts. Such contracts are typically renewedh g@ar for an additional year, such that the
term on the contract remains at a constant tersy&athe event the contract is not renewed, the
tax on the property gradually returns over a tearyeeriod to the level at which comparable but
unrestricted land is taxed. The Williamson Act seiftions were eliminated in the 2008 budget;
however, those holding contracts are obligated ¢mticue to prevent their land from
development. Should a landowner decide to caneektmtract prior to reaching full term, the
landowner is required to pay a cancellation feeabtpu12.5 percent of the cancellation valuation
of the property.

Statute requires that the first $2.5 million of tle@enue be deposited in the Soil Conservation
Fund at the DOC. All funds in excess of this amamtreturned to the General Fund.

Governor’s January Proposal. The Governor’s budget continues to support stainte makes
no change to the funding amounts.

Alternative Proposal. An alternative proposal suggests that instead wfrmang funds to the
General Fund, these monies should be directedet®®C for land and open space protections,
soil protections, sustainable agriculture practiaed other beneficial practices including the
support of resource conservation districts. In pasts, the amount directed to the General Fund
has ranged from $0 to $23 million depending onrthmber of contract cancelations, which is
dependent upon the overall real estate sector evpreveraging about $4 million per year.

Subcommittee Options. The subcommittee may consider: (1) continue witle existing
program pursuant to statute, sending all fundxaess of $2.5 million to the General Fund; (2)
propose to direct those funds to other purposest) aa the DOC resource protection programs;
or, (3) raise the cap on the amount directed tod#gg@artment to $5 million to allow for more
funding in good years.

Motion and Vote:
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3540 DEPARTMENT OF FORESTRY AND FIRE PROTECTION (CAL FIRE)

Issue 1: Helicopter Procurement (Heard on March 17)

Background. The subcommittee heard extensive testimony fromddygartment, Legislative
Analyst’'s Office, and stakeholders at its March A&aring. The subcommittee members
expressed support for the replacement of the hmhcdleet, but requested more information
prior to approval of the request. After that dates Department of General Services (DGS)
received several bids for the helicopter procurdmeowever, a technical issue arose in the
procurement, whereupon DGS and CalFIRE determineelcessary to re-issue the Invitation for
Bid. The department has kept legislative staff lmgd throughout the process and has been open
with any changes necessary to the bid procedures.

Governor’'s January Proposal. The Governor's January budget includes a one-line
“miscellaneous adjustment” in the amount of $100iom that the Department of Finance has
indicated is a placeholder for the helicopter pasgh

Governor's May Revision Proposal. The May Revision requests are $12 million (General
Fund) to purchase one helicopter in 2016-17, witbvigional language to allow, upon
notification to the Joint Legislative Budget Comtaé, the following:

a. Department of Finance (DOF) to augment the itemther actual single helicopter
procurement cost, related fees, and support cofitsving JLBC notification. The
notification will include: (a) the model of helictgy being acquired; (b) the cost per
unit; (c) procurement cost by fiscal year; and,deljvery schedule.

b. DOF to augment the item for capital outlay cossoamted with studies, acquisition,
preliminary plans, and working drawings for helitapfacility modifications.

Staff Comments.The May Revision request strikes an appropriatenoa between the need to
move forward with procurement of the helicoptersl dme need for staff, stakeholders and the
public to be well-informed of the final cost of thal procurement. Staff anticipates that the
department will present a proposal in the 2017-d@get cycle with details including long-term
capital outlay costs, staffing and operations ¢amtsl projected decreases in maintenance costs
related to the helicopter procurement. Prior tdhier purchase of helicopters, the department
will be required to discuss its assessment of ¢ected vehicle and its capabilities long-term for
the CalFIRE mission.

LAO Recommendation. The LAO has posted a recommendation to modify gheposed
language to provide some limits on the augmentattbe Administration could make regarding

the purchase of the single helicopter and the abpiitlay augmentations associated with the
proposal.

Staff Recommendation Approve May Revision proposal with LAO recommeinaoias.

Vote:
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Issue 2: Professional Standards Program (Heard on &tch 17) |

Governor's Proposal. The Governor's budget proposes $4.4 million ($&iflion ongoing)
primarily from the General Fund, and 14 permaneositmns to establish a professional
standards program in headquarters, which wouldudecla unit to provide additional oversight
for internal investigations and adverse actionswa as expand manager and supervisor
training. The proposed positions would conduct amtriative and background investigations,
provide more training to managers and supervisord,develop guidelines to promote consistent
application of penalties.

Under the proposal, much of the workload in 2016+iduld focus on developing and
standardizing policies and processes, as welbasrg all department managers and supervisors
on implementing these procedures. After 2016—-1&, rtature of the workload would shift to
focusing on ongoing training, document review, moaitinvestigations, and oversight. The
program is, in part, a response to recent conceegarding the department’s hiring and
promotion practices and other allegations of emgxoypisconduct.

LAO Recommendation. “Given the uncertainty about the department's amgoworkload
related to the new professional standards progveanecommend that the Legislature approve
the additional ongoing resources proposed on a&-year limited—term basis. This timeframe
would allow the department to fully implement theogram over a period of time before
evaluating the program’s ongoing workload needss Would also provide an opportunity for
the Legislature and administration to evaluatedtfiectiveness of the proposed program before
committing ongoing resources.”

Staff Comments. In the hearing on March 17, representatives fram of the 13 CalFIRE
employee unions objected to the proposal, stativag this was an over-reaction to a single
incident at the academy. The director testified th&015, CalFIRE processed over 70 letters of
warning, 60 terminations with cause, 100 noticesadVerse actions, 47 equal employment
opportunity investigations, and countless otherestigations, such as employee and citizen
complaints.

The subcommittee asked the department to meet twéghunion leadership. The department
leadership met with the union in three dedicate@tings totaling over 10 hours from March
through April, in addition to informal telephones@rsations. While staff respects the union
position, any large department with complex humiteractions including living situations,

public encounters, stressful situations, should ravdar a thorough professional standards
program. Much like the California Highway Patrolhen it reconsidered how it manages
professional standards, this proposal seems lgtemaforward for CalFIRE.

Staff recommends approving the proposal on a theee-basis with annual reporting to the
budget committees in the budget process on howrtbgram is working.

Staff Recommendation Hold open.
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Issue 3: Legislative Proposals

Background. The subcommittee may wish to consider these pyigetns for the budget.

1. State Responsibility Area (SRA) Local Assistance {® million General Fund). In
the 2014-15 budget, the Legislature added $10anilSRA Fire Prevention Fund) for
local grants pursuant to Public Resources Code 48A}4 which specifies that the
allowable fire prevention activities from the SRAurfé includes grants to fire safe
councils, local conservation corps, grants to nofijporganizations that can complete a
fire prevention project applicable to the SRA, palgducation to reduce the fire risk in
the SRA, and other fire prevention activities.He 2015-16 budget, the Legislature again
included $5 million for similar purposes. The Gawars budget did not continue this
funding and no explanation has been given as to thisyis not an ongoing, baseline,
expenditure for the SRA Fire Prevention Fund.

2. Contract County Capital Outlay ($250,000 General Fad). In previous years, contract
counties (those counties providing wildland fireveges in their respective jurisdictions
while not duplicating services), have received micapital outlay funding as a part of
their contracts. According to the Attorney Genethk contracts are based on “like”
funding, which includes minor capital outlay. Thasount totals about $250,000 per
year, which was eliminated in 2013. The Departneérifinance considers this part of the
reductions made during the fiscal downturn. Howgtee policy decision to eliminate
these funds from the contracts that was not reltte@tle fiscal outlook of the state. This
cut was not enumerated for the Legislature in btidgeduction proposals in previous
years, and therefore should be considered as panedbaseline for contract counties.
The Senate included this item in its 2015-16 budgdie item was removed from the
final budget after negotiation with the DepartmehEinance.

3. Forest Health Trailer Bill Language (Heard on March 17). Staff proposes to add
trailer bill language to provide guidance to CalElR its spending of greenhouse gas
emission reduction funds. Draft trailer bill anddiget bill language would specify: (1)
Wildlife Conservation Board be charged with allacgt$25 million (in collaboration
with CalFIRE) for working forest conservation easens, and including two positions
for this collaboration; (2) of the amount provid&® million would be invested in
prescribed fire and/or managed ignition landscajpgepts; (3) landscape level projects
would be subject to certain limitations in orderachieve maximum benefit to forest
health; (4) exceptions would be made for direchhigizard zones as part of the Tree
Mortality Task Force; (5) for a period of three sgaTuolumne County would be
required to fund the project with the existing $&dillion Housing and Urban
Development disaster resilience grant; and, (6)AineResources Board will provide to
the Legislature a greenhouse gas emission inveritoryhe forest and working lands
sector.

Staff Recommendation. Staff recommends approving the items as outlatsae.

Vote.
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3790DEPARTMENT OF PARKS AND RECREATION

| Issue 1: Base Funding to Maintain Operations

Governor's Proposal. The Governor's budget requests another one-timeedse of
$16,968,000 in spending authority from the Statek®@nd Recreation Fund to sustain its
operations and maintain its base support budgeditiddally, the proposal requests a one-time
redirection of $31,000,000 in fuel tax revenueth State Parks and Recreation Fund (SPRF) to
maintain fund solvency.

Legislative Analyst’'s Office (LAO) Analysis and Reommendation. The LAO provides the
following analysis:

Continues One-Time SPRF AugmentationThe Governor proposes a one— time $17
million increase in SPRF spending authority. Thizuld provide a similar funding level
from SPRF as in the past two fiscal years. (Sinolae—time increases were included in
the past two budgets as well.) The department ipatEs providing an ongoing
budgetary solution as part of the 2017-18 budget.

Redirect Fuel Taxes From OHV Trust Fund to SPRF. Da to the structural shortfall
in SPRF and the depletion of the SPRF fund balahesadministration requests a one—
time redirection of $31 million in fuel tax revermu¢o SPRF. This money would
otherwise be deposited in the OHV Trust Fund t@supthe state’s eight State Vehicular
Recreation Areas (SVRAs) and other programs for K§fhway Vehicle (OHV) users.
The OHV Trust Fund balance is significant. Evenhwihe proposed transfer, the
Governor’s budget estimates a year—end fund balain$&49 million in 2016-17.

OHV Revenue Transfer Is Legal . . .We note that fuel tax revenues have been
redirected from the OHV Trust Fund in the past. c8mmlly, the 2011 Budget Act
provided for a redirection to the General Fund lodg $10 million per year in fuel tax
revenue that had previously been designated foogieip the OHV Trust Fund. At that
time, the California Attorney General issued amapi that such a redirection was legal
because (1) the OHV Trust Fund was establishedhey Legislature, and (2) the
redirected revenue is not subject to constitutioresdtrictions on spending gas tax
revenues since it is from OHVs rather than fromanatehicles used on public streets
and highways. Thus, the Governor’s proposed retiimeto SPRF would be legal for the
same reasons.

. . . But Raises Policy Question€urrent statute requires that this fuel tax reeego to
the OHV Division. Consequently, the proposed rediom would not only reduce
revenues to support OHV activities, it would alepresent a policy shift in the use of the
funds. The revenue deposited in the OHV Trust Haridtended to reflect tax revenues
from purchases made by OHV users. Therefore, usiagnoney for SVRAs and other
activities that support OHV recreation provides ieeat benefit to these tax payers.
However, if the Legislature does not wish to retlithis money to SPRF, it would need
to either (1) provide a one—time transfer from &potfunding source—such as the
General Fund—to maintain parks funding at its aurtevel or (2) reduce the level of
state funding for parks operations and capital gmtsj We note that in 2015, the
Legislature adopted budget trailer legislation reng the California Department of
Transportation to reevaluate how the amount of $aé¢s attributable to recreational use
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of OHVs is calculated. That report was due Jan@ia®016 but has not yet been provided
to the Legislature. The report could potentiallypant the amount of revenue for the
OHV Trust Fund.

LAO Recommendations.One—Time Augmentation Makes Sense but Requiressidac
on Fund Source. We find that the one—time $17 omllaugmentation to SPRF makes
sense, as the amount of the augmentation is censisith the past two years and will
allow DPR to maintain current service levels. Weehao specific recommendations with
regard to the administration’s proposed redirectibfuel tax revenue to SPRF to address
the fund’s structural shortfall in 2016-17. Thenster is legal and the fund that the
revenue would otherwise go to—the OHV Trust Fundr-sapport it. However, we do
note that it reduces funding available for OHV wtitts. The only alternative that we
have identified is a transfer from the General Fu\te recommend the Legislature
choose the funding source that aligns with itsrrés regarding OHV-related activities
and other competing General Fund priorities.

Information on Progress—to—Date Should Be ProvidedWhile we understand that
DPR is still in the process of developing and immdating changes to address its
budgetary and programmatic challenges, it shouldhde to report on the status of its
current efforts and how successful its changes Hasen thus far. Therefore, we
recommend that the Legislature require the depattriee report at legislative budget
hearings this spring on the following items:

* The implementation of the Parks Forward Commissienommendations and
Transformation Team progress, including expectenptetion dates.

» The Revenue Generation program—including a desoniptof the revenue—
generating projects that have been completed ocwarently underway, the amount
of additional revenue these projects have generatetiwhere and how this revenue
has been spent.

» The range of options the department is considetingchieve a long—term budget
solution, including the role that the departmenticipates revenue generation

playing.

Staff Comments. Staff concurs with the LAO’s assessment of the Qkivisfer and the overall
budget assessment. As pointed out, the transfeegal and the OHV Trust Fund is able to
support this on a one-time basis. The Assembly eayga the item and adopted budget bill
language statingiit is the intent of the Legislature that his OHWnd transfer be one-time in
nature for the purpose of maintaining existing ggrevels at state parks with the expectation
that the department will provide a sustainable solu to balance the State Parks and
Recreation Fund as part of the Governor's Januady 2017 budget proposal.”

Staff Recommendation Approve as proposed with Assembly-proposed bubigdanguage.
Vote:

Senate Budget and Fiscal Review Committee Page 29



Senate Budget Subcommittee No. 2 May 18, 2016

Issue 2: Public Beach Restoration Program

Governor’s Spring Finance Letter Proposal. The spring finance letter requests an increase of
$2.6 million from the Public Beach Restoration FufRBRF) to administer its previously
proposed Public Beach Restoration Act projects.itiatthlly, this proposal requests an increase
of $700,000 from the Harbors and Watercraft RevgjviFund (HWRF) to support a Beach
Erosion Control project. Previously-requested fagdivas calculated based on an assumed 50-
50 state-local cost-share ratio. However, the BuBdach Restoration Act requires the funding
of the nonfederal project cost for restoration, nslunent, or enhancement of non-state public
beaches to be 85 percent with a 15 percent maboh liocal sponsors, provided as funds or in-
kind services. The proposed increase of $2.6 millseeks to fix this technical funding
discrepancy and provide the 85-15 state to locatimaatio.

Harbors and Navigation Code 8§ 69.9(b) specifies dhg funding from PBRF must be split 40-
60 between projects north and south of the bordawden the counties of San Luis Obispo and
Monterey, respectively. Since there were not sigfit projects in the northern region approved
for 2016-17, the department requests provisionagjdage that will allow for these critical
projects to proceed regardless of geographic locati

Recent Reports on Beach Nourishment and Sedimentati. Multiple recent reports from the
Scripps Institute and UC Davis indicate that beaohrishment projects may have a negative
impact on this fragile environment. Impacts inclu@g burying sand-dwelling invertebrates; (2)
reducing prey availability for shorebirds and fi¢B) and, contributing to the long-term negative
impacts of ecosystems.

Dam Removal Projects Increase Sedimentt the same time, recent dam removal projects
have yielded surprisingly positive results regagdgsedimentation. The removal of the Elwha

dam in Washington State carried such significanbams of sediment from behind the dam

rebuilding riverbanks and gravel bars and, in amdiad the river's mouth, that it created some
70 acres of new beach and riverside estuary hdbit&ddungeness crabs, sand lance, surf smelt,
clams, and other species.

Staff Comments. Staff has concerns with continued increases in libach replenishment
program while little is being done to increase seht deposits from dam removal in the same
areas. The state is investing $250 million (bondd&) in the Klamath Dam removal but no
funding was proposed for Southern California damaeal—including the well-documented
Matilija Dam in Ventura County.

Staff Recommendation Approve as proposed on a one-time basis. Inclsulgplemental
reporting language requiring the Secretary for KdtResources to report to the Legislature, on
or before January 10, 2017, on what obstacles éxistinding to both beach replenishment
projects and natural sedimentation projects suadmasremoval with this fund source.

Vote:
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Issue 3: California History Interpretation Pilot Pr ogram |

Governor’'s May Revision Proposal. The department requests an increase of $348,0afe(St
Parks Protection Fund) to fund a two-year pilotjgeb to develop and improve public
interpretation through a new collaborative parthgrswith the University of California at
California Citrus State Historic Park and El Preside Santa Barbara State Historic Park. A
successful pilot project will establish the foundatfor a new model for interpretation of history
and culture through state parks. This project, @aith the community liaison project included
in the Governor's January budget, is intended &ater culturally relevant interpretive and
environmental programs, making services more reletita broader and more diverse group of
people. The department will also seek expansiorth project through partnerships and
philanthropic support.

The pilot program's purpose is to identify, analydevelop, and test structures, curriculum,
practices, and partnerships for establishing amdvestding an enhanced interpretation and
education program system-wide. This improved fraorbwwill make park interpretation as
culturally-relevant and inclusive to as many visstas possible and, in doing so; institutionalize
inherent opportunities for civic dialogue and eregagnt within the state park system.

The ultimate goal is to develop a program frameworkntegrating applied scholarship through
partnerships with California's public higher edimatsystems that can be taken to scale
throughout the state park system. Such programisl ¢ben be expanded to other historical and
cultural programs, as well as to other academignamos customized for the needs of each park,
region, or community across the state.

Staff Comments. The department’s proposal is innovative. The depamt should be prepared
to discuss the following:

1. What other pilot programs are being considered nmreiase cultural and historical
awareness in state parks?

2. Was a request for proposals issued for this pitogam? What other entities would be
interested in such a project?

3. How will the department evaluate the effectivenefsthis pilot program and with what
criteria?

Staff Recommendation Approve as proposed.

Vote:
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3860DEPARTMENT OF WATER RESOURCES(HEARD ON APRIL 7)

Issue 1: Delta Habitat Conservation and Conveyanderogram (DHCCP)

Background. The DHCCP was established in 2008 to implemegulzernatorial directive to
address both water supply issues and environmeoakerns related to the Delta. Specific goals
of DHCCP include protecting and restoring Deltaitstband studying improved methods to
reduce the impact of water conveyance on the Delta.

Governor's January Proposal. The budget requests the conversion of 38 limiéeoh
positions to permanent positions. These positanesintended to carry out the preliminary
design phase activities within components of théteDElabitat Conservation and Conveyance
Program (DHCCP). This proposal includes no fundaxgest as the positions are funded by the
State Water Project and have no impact on the'stat@ual budget act.

Previous Subcommittee Action. The subcommittee held this proposal open on April

Alternate Proposal. Staff recommends the department amend its Janueppsgal as follows:

» The conversion of only three positions (the onlg®rurrently filled) to permanent to be
consistent with prior Legislative action to not epge as permanent until filled; and

* The extension of 17 of the limited-term positioostivo additional years.

Since the development of the January BCP, the imedbr when the Environmental Impact
Report (EIR) will be final, and subsequently whdre tDepartment will begin filling the
positions, has been identified as Fall 2016. Stheestaffing need will not be for a complete
fiscal year, the department should reduce the dvarenber of positions that would be needed in
2016-17, and is also proposing that those be lavtiéem to ensure appropriate oversight before
they would be made permanent.

Staff Recommendation.Staff recommends approving the revised proposah fB8 permanent
positions to three permanent positions and 17 tear-ylimited-term positions. This is
comparable to the anticipate workload and shoulsupported.

Staff further recommends supplemental reportinguage requiring the Administration to report
to the Legislature the financial assurances redumeorder to complete the WaterFix proposal,
on or before November 30, 2016.

Recommendation: Approve: (1) alternate position request; and, g&)posed supplemental
reporting language.

Vote:
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3900CALIFORNIA AIR RESOURCESBOARD

Issue 1: Short-Lived Climate Pollutant (SLCP) and Bst 2020 Proposals

Background. This item was heard and held open on April 21.

Governor’s Proposals.The Governor’s budget includes several proposaiddd by the COIA.
These are in addition to several major programslddnby the GGRF. The COIA proposals
include:

Summary of Governor’s Proposals to Develop Regulations for Post-2020 GHG Goals

Funding and Positions
Proposal Requested Primary Justification
Clean Bus and Truck $1.2 million and four positions Governor’s GHG goals, AB 32, and federal air
Standards standards
Advanced Clean Cars $580,000 and four positions Governor’s GHG goals and federal air standards
Program
SLCP (SB 605) $1.4 million and five positions SLCP strategy, AB 32, and Governor’s GHG goals

GHG = greenhouse gas and SLCP = short-lived climate pollutant. Source: Legislative Analyst’s Office.

LAO Recommendation. “We recommend modifying the Governor’s proposaiwo ways: (1)
rejecting requests related to the Administratidioisg-term GHG goals and implementing the
SLCP strategy and (2) identifying alternative furglsources for air quality activities.”

Staff Comments. The LAO provides a good analysis of the issuesosmding SLCP and the
regulatory approach provided by ARB. After the LA@nalysis was completed, the
Administration reported on strategies to achieveGaémission reductions from SLCP, which
have a number of co-benefits including the reductid public health, air and water quality
impacts. Other funding sources, such as the AiluRoh Control Fund and Inspection Repair
Fund have been suggested for the various propasdlsoncerns have been raised about funding
proposals before the ARB adopts the SLCP plan.

Staff Recommendations Approve with the following changes:

1. Shift funding to the Air Pollution Control Fund fdre SLCP;

2. Add budget bill language requiring the ARB to adtim SLCP plan prior to expenditure of
funds;

3. Shift funding to the Vehicle Inspection Repair Fuind the remaining two proposals on a
one-time basis.

Vote:
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Issue 2: Motor Vehicle Insurance Account Assessme(iVVIA)

Background. Because the state is self-insured, when traffiddaots occur, Department of
General Services (DGS) pays any settlements orejudgts from the MVIA, Fund 0026.
Pursuant to the State Administrative Manual, DGgsphe first $1 million liability per accident.
All state agencies pay annual premiums to OfficeRisk Management (ORIM). When a
settlement or a judgement is made against the stateerning an automobile accident, ORIM
pays the settlement of judgement and the affecépértiment reimburses the MVIA the amount
in excess of $1 million.

In 2011, an ARB employee was involved in an acdidleat resulting in a judgement against the
state. Initially, DGS budgeted $3 million for thettement. The judge increased the settlement to
$10 million. In anticipation of the victim receigna judgement in this case, DGS began
increasing the ARB MVIA assessment in 2012-13. Flate is appealing the case and the
outcome will not be known until midyear. Assuminge tjudgement stands and is neither
increased nor decreased, this one-time expendiwtieority increase will be the final MVIA
assessment increase and the ARB payment will hecegldbeginning in 2017-18.

May Revision Proposal.The May Revision requests one-time expenditureaaityhfrom the
Air Pollution Control Fund (APCF) to reimburse ORIégr a payment made by DGS on behalf
of the Air Resources Board (ARB) for a $10 millipriigement associated with a car accident in
2011.

Staff Comments.Staff is concerned that: (1) the amount to be mauchder appeal and therefore
it is not certain that the full $10 million will beecessary; and (2) this type of payment usually is
drawn from multiple funds, not a single funding smj (3) the size of the fund balance or fund
source should not determine payout, rather thatghould be considered well ahead of time, or
be drawn from the General Fund.

Staff Recommendations Due to the timing of the issue, staff recommeagproval of this
proposal. Staff further recommends the ARB repairthudget hearings in 2017, on its plan to
address future insurance claims.

Vote:
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Issue 3: Specialty Equipment Market Association (SEA) Proposed Fee

Proposal. Manufacturers of emissions-related motor vehiclespaubmit applications to the
California Air Resources Board for executive ordev&dencing that a part does not reduce the
effectiveness of a motor vehicle pollution contilelice or cause a vehicle to fail to comply with
applicable state or federal emissions standards.

SEMA participants state that applying for and afiteg an executive order from the ARB for

aftermarket part is currently taking up to two yedor processing and they believe that
implementing a fee to provide funds directly to ARB additional staff to reduce processing
would be beneficial. SEMA proposes trailer bilindgmage that would impose a fee on
applications submitted to the ARB board under ©@atifa Vehicle Code Section 27156. Fees
received by the ARB would be credited to the ExeeuOrder Processing Fund, a special fund
established for the purpose of facilitating thediynprocessing of applications submitted under
California Vehicle Code Section 27156.

Staff Comments. The proposal emerged late in the budget processhendepartment has not
had time to fully vet the issue. In concept, thepmsals makes sense—establishing a fee would
be necessary should the budget support additiargligns to move this program more quickly.
However without a thorough analysis by the ARBffstannot recommend an appropriate fee
amount, nor advise whether or not this proposalikhioe considered in isolation.

Staff Recommendations No action. Request the ARB work with the SEMA sfitaents over
the summer to determine if a fee is appropriateylat amount, and with what metrics for
success.

Vote:
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3940 STATE WATER RESOURCESCONTROL BOARD

Issue 1: Public Water System Consolidation

Background. SB 88 (Committee on Budget and Fiscal Review), @ap7, Statutes of 2016,
provided new, limited authority for the state wabeard to order consolidation of failing water
systems. The limited authority provides a mechanisr the state water board to ensure safe,
reliable drinking water where an existing watertegsis unable to do so and the failing system
can be economically consolidated with a nearbyesystThe new authority has enabled the State
Water Board to commence consolidation of seveilihfpwater systems, and one consolidation
will be complete in June 2016.

The state water board has encountered circumstambes the consolidation authority is
unavailable, but consolidation makes public healtd economic sense. The present authority
does not allow the State Water Board to order dateteon when a disadvantaged community
lies within a city and is served by a small failisgstem. A common example is a mobile home
or trailer park located within a city, but serveg s own well and distribution system.
Similarly, the consolidation authority is not awdile to address unsafe water served by certain
schools, labor camps, and institutions locatediwighcity.

Proposed Trailer Bill Language. The proposed trailer bill addresses these concerns
targeted fashion. The trailer bill:

» Addresses the “donut hole” where certain failingevaystems are located within a city.
Allows the State Water Board to order consolidatidrere a disadvantaged community,
within a city but served by a separate small watgstem serving 5-14 residences,
consistently fails to provide safe drinking water.

* Provides similar authority to address non-commuwiyer systems, such as schools and
labor camps, serving disadvantaged communitiesddada cities.

» Allows what are often the most economical consdikices to proceed, because these are
water systems already surrounded by infrastrudturan existing public water system.

* Maintains existing financial and legal protectidosthe public water systems that would
be ordered to consolidate with a failing system.

Staff Recommendation.Staff concurs with the concern that the there gap in the ability of
the state to facilitate water interconnections.ffStacommends approving the proposal as
placeholder in order for the Legislature and pubdiceview the proposed language (posted on
the Department of Finance website) through confer@ommittee.

Vote:
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Issue 2: Drinking Water Program Expenditure Cap

Background. SB 83 (Committee on Budget and Fiscal Review), @ap4, Statutes of 2015,
established a statutory cap for 2016-17 on the aimotifunds received for the State Water
Board's administration of the California Safe Dk Water Act. The amount of the cap was
set at $30.4 million. The amount of the cap wawmirectly calculated and did not take proper
account of all the sources of funds used to supgh&tadministration of the California Safe
Drinking Water Act, nor did it account for additi@nprogram costs to satisfy statutory
obligations.

May Revision Proposal.The May Revision includes proposed trailer bitttkvill increase the
cap to $38 million which properly accounts for thdditional fund sources and program
expenditures.

Proposed Trailer Bill Language. The proposed trailer bill would amend Health aafieSCode
Section 116590, as follows:

(a) Funds received by the state board pursuariisgcchapter shall be deposited into the
Safe Drinking Water Account that Account, whichhisreby established, and shall be
available for use by the state board, upon appmbpn by the Legislature, for the

purpose of providing funds necessary to adminighes chapter. Funds in the Safe
Drinking Water Account shall not be expended foy parpose other than as set forth in
this chapter.

(b) A public water system may be permitted to malfect a fee from its customers to
recover the fees paid by the public water systerayaunt to this chapter.

(c) The total amount of funds received for staterapons program costs to administer

this chapter for fiscal year 2016—17 shall not exicéhirtymilion—four-hundredfity

thousand—dollars—($30,450,000) thirty eight millidifty eight thousand dollars
($38,058,000) and the total amount of funds reckifee administering this chapter for

each fiscal year thereafter shall not increase loyenthan 5 percent of the amount
received in the previous fiscal year plus any cleanp salary, benefit, and retirement
adjustments contained in each annual Budget Act.

(d) This section shall become operative on JuBO1L6.

Staff Recommendation. Staff concurs that the trailer bill language icessary to continue
program delivery as required by the budget.

Vote:
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3970DEPARTMENT OF RESOURCESRECYCLING AND RECOVERY (CALRECYCLE)

Issue 1: Beverage Container Recycling Program |

Convenience Zone Pilot Programs.An overview of this program was heard on April Zhe
Administration, the Legislative Analyst’'s Office flO), and members of the public testified that
a reform package would stabilize funding within tBeverage Container Recycling Fund
(BCRF) for the program. The LAO overview of the gram provided at the hearing is available
at lao.ca.gov. Immediate concerns have been raeggtding the closure of multiple recycling
centers due to the scrap value of recycled maserilis challenging the ability of retailers to
provide recycling opportunities to consumers.

The Administration is in year two of a multi-yedudy about convenience zon€onvenience
zones increase the geographic dispersal of locatidrere beverage containers can be redeemed.
A convenience zone is required by law to have withie zone’s boundaries, a recycling center
that redeems all California Redemption Value (CRWhtainers. A convenience zone with a
recycler inside its boundaries is considered aeskmone. Convenience zone recyclers provide
opportunities to redeem containers near where bgesrwere purchased.

Staff Comments. Staff has met with stakeholders and agrees tha®drainistration should
come up with an interim program reform that addesgbe following items: (1) processing fee
offsets; (2) enforcement relief; (3) handling feasd, (4) processing payments. In the interim,
staff recommends providing the Administration wittore information regarding convenience
zones. In addition to the data being gathered byd#partment, a real-world convenience zone
study would inform the department of other methofisecycling, particularly in areas that are
very challenged by convenience.

1. Convenience Pilot Programs.Allow up to three jurisdictions (one, each, urbam i
northern and southern California, and one ruralgreate a convenience pilot program
that would waive convenience requirements. Thisld/gunset June 30, 2020. A total of
$100,000 per jurisdiction would be included in it program.

Staff Recommendation.Staff recommends approval of the convenience pdaeprogram.

Vote:

Senate Budget and Fiscal Review Committee Page 38



Senate Budget Subcommittee No. 2 May 18, 2016

8570 CALIFORNIA DEPARTMENT OF FOOD AND AGRICULTURE (CDFA)

| Issue 1: Pest Prevention Funding |

Background. The following is a summary of funding for three grams (all funds including
federal, special funds and state funds):

Program 2014-15* 2015-16 (estimated) 2016-17 (proposed)
Plant Health and Pest Prevention
. L $126.3 $122.2 $131.0
Services Division
Asian Citrus Psyllid/ Huanglongbin
vlid/ Huanglongbing $23.7 $26.6 $27.7
(HLB)
Pierce’s Disease Management S21.1 $23.9 S21.4

*2014-15 represents past year actual expenditures
* In 15-16 we have budget authority for $162.2 million, but we will likely only realize about $122.2 million

Increase General Funding RequestedThe subcommittee received a request to increase
funding for the above programs by $5 million eathis would be a partial a restoration of the
$22 million General Fund reduction in 2013 that wasstly backfilled by industry funds and
federal funds.

Staff Comments. Staff concurs that pest prevention is a serious imrportant mission of the
state, and that the beneficiaries should contimueontribute to pest prevention that benefits
specific industries such as wine grape growerstarsc However, there is a role for the General
Fund to play, upon availability. This should beedied to areas were industry is not able to fully
address issue facing a broader stakeholder group.

As discussed in the April 21 hearing, the use afnnatinoids in residential areas is causing
concern for wild bee populations. Meetings with ustty have confirmed that residential
application of neonicotinoids are of particular cem.

Staff Recommendation Approve $15 million with the following budget bldinguage:

Of the amount provided, $5 million may be usedHmrces disease management; $5 million
may be used for overall pest health and pest ptewenand $5 million shall be used for Asian
Citrus Psyllid control as follows: (1) $4.25 milliofor residential application by California
Department of Food and Agriculture in quarantineeas; and $750,000 for an interagency
agreement with the California Department of PedgciRegulation to provide a consumer
product database for a residential level study ithpacts of ornamental uses of neonicotinoids,
including the impacts of neonicotinoid treated saad plants sold at the retail level.

Vote:
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