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STATUTORY REQUIREMENT
FOR
ANNUAL REPORT TO THE LEGISLATURE

(GOVERNMENT CODE)

CHAPTER 3. ANNUAL REPORT

Commission's Annual Report
Amended: Satutes of 1984, Chapter 95 (SB 283)

14535. The commission shall adopt and submit to the Legislature, by December 15 of each
year, an annua report summarizing the commission's prior-year decisions in allocating
trangportation capital outlay appropriations, and identifying timely and relevant transportation
issues facing the State of California.

Contents of Annual Report
Amended: Satutes of 2001, Chapter 113 (AB 438)

14536. (a) The annua report shall include an explanation and summary of major policies
and decisions adopted by the commission during the previously completed state and federal
fiscal year, with an explanation of any changes in policy associated with the performance of its
duties and responsibilities over the past year.

(b) The annual report may aso include a discussion of any significant upcoming
transportation issues anticipated to be of concern to the public and the Legislature.

() The annual report submitted to the Legidature for the years 2001 to 2008, inclusive,
shall include all of the following:

(1) A summary and discussion of loans and transfers authorized pursuant to Sections
14556.7 and 14556.8.

(2) A summary and discussion on the cash-flow and project delivery impact of those loans
and transfers.

(3) A summary of any guidance provided to the department pursuant to Section 14556.7.
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1. 2000 ACTIVITY AND ACCOMPLISHMENTS

A. Traffic Congestion Rdief Program — 2001 Accomplishments

AB 2928 (Torlakson, Chapter 91, Statutes of 2000) and clean-up legidation SB 1662 (Burton,
Chapter 656, Statutes of 2000) enacted the Traffic Congestion Rdief (TCR) Program and provided
aoproximately $6.8 hillion in new funding for transportation. The funding included $1.5 hillion in direct
generd funds from the Fisca Year (FY) 2000-01 budget surplus, plus about $5.3 billion over six years
from trandferring dl remaining sate sdes taxes on gasoline and diesd fud from the Generd Fund to
transportation, thus bringing substantia funding to transportation without increasing gas taxes, truck
weight fees, or the State’ s bonded indebtedness.

The identified $6.8 hillion is being funnded from the Generd Fund to the Trangportetion Investment
Fund (TIF), where $4.9 billion is being digtributed to the TCR Fund for 141 specified projects and an
additiond $0.4 billion to the repair of loca dreets and roads for FY 2000-01. The remaining
$1.5 hillion in revenues from the TIF are to be used to fund the “40-40-20" program: 40% to augment
the State Trangportation Improvement Program (STIP); 40% to cities and counties for continued
mai ntenance and rehabilitation; and 20% to the Public Transportation Account (PTA).

The FY 2001-02 State Budget Act modifies the revenue stream going into the TIF to free up
$2.5 billion for General Fund expenditures over the FY 2001-02 and FY 2002-03 budget years. The
modifications include postponing the trandfer of $2.3 hillion in Generd Fund revenues from
transportation purposes ($1.1 billion in FY 2001-02 and $1.2 hillion in FY 2002-03); providing a
$238 million loan to the Genera Fund from the TCR Fund to be repaid beginning in FY 2004-05; and
extending the TCR Program for two years until FY 2007-08.

Traffic Congestion Relief Program Fundinc_; L evel
(In Millions)
Fiscal Year Original Funding Level | Revised Funding L evel
2000-01 $1,600 $1,600
2001-02 678 (678)
2002-03 678 (678)
2003-04 678 678
2004-05 678 678
2005-06 678 678
2006-07 678
2007-08 602
Total $4,990 $4,914
Net Change - 76

The $76 million reduction in the TCR Program transfer is the amount by which the total transfers
in current law exceed the total funds allocated to the TCR Program.

Project Approvals: AB 2928 (Torlakson, 2000) requires an gpplicant to prepare and submit to the
Cdifornia Transportation Commisson (Commisson), an goplication for each specified project by
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July 6, 2002. As of December 31, 2001 the Commission approved applications, in full or in part, for
131 (or 93%) of the 141 projects specified in legidation for atotal dollar amount of $2.37 billion. At
yea's end, dl the recipient agencies have indicated that they will be submitting therr remaining
gpplications to the Commission for approva prior to the July 6, 2002 deadline. (See Attachment A for
project application approval status.)

Allocations and Expenditur es. The statutes authorize the Department of Transportation (Department)
to dlocate funds from the TCR Fund, as directed by the Commission, for specific projects, or phases of
aproject. The Commission guideines gpproved in September 2000, which were amended July 2001,
ddlegated authority to the Department to make project dlocations unless specificadly requested by the
Commission that their gpproval is required, on a case-by-case basis.

As of December 31, 2001, the Department has dlocated TCR funds totaling $1.0 billion for 116 of the
131 project applications approved by the Commission. Of the total funds allocated, $130.8 million has
been expended by the recipient agencies as of December 31, 2001. (See Attachment A for project
expenditure detalls.)

Alter native Proj ects Proposed

AB 2928 (Torlakson, 2000) and Commission guiddines dlow an gpplicant to propose a different
project than the one designated; it prescribes four tests, at least one of which must be met, to determine
whether an dternative project would be appropriate. Thetests are:

a. if the specified project is ddayed by environmental or other factors, externd to the control of the
goplicant, and unlikely to be removed within a reasonable time,

b. if sufficent matching funds are not available,

c. if the specified project is not consstent with the pertinent Regiona Trangportation Plan, or

d. if the specified project would jeopardize completion of other projects in the State Transportation
Improvement Program.

The Commisson expects lead applicant agencies to consder thoroughly dl projects specified in the
legidation befor e seeking an dternative project, and exhaust dl reasonable efforts to diminate or relieve
the conditions that would cause a project specified in the legidation to be abandoned.

To date, the Commission has not received a request for an aternative project, however, as projects go
through the environmental process, dternative projects may yet be proposed.

Commission Policy

Major/Minor _Change Amendment Delegation Poalicy: The TCR Program datutes and
Commission guiddines specificdly date that the Commisson's approvad of the project gpplication
edtablishes the implementation schedule for each phase of each project, by fisca year, and dlows the
Commission to gpprove changes in project scope, cost, or schedule of any phase of work, aslong as
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the requested changes are consistent with the project scope, purpose and need in the approved
goplication.

To a3 the Commission in meeting its intent to expedite project amendments, consstent with its
oversght responsihilities, the Commission at its September 2001 meeting approved delegated authority
to the Commission and Department TCR Program Managers to jointly approve minor TCR Program
project change anendments. This delegation will dlow for the timely gpprova of minor amendments
congstent with the origina project scope, purpose and need, as stated in an approved application, in
those instances when the fiscd year for the ultimate project completion is unchanged.

Following the recent adoption of the Commisson’s policy on minor amendments, severa agpplicants
have requested minor amendments.  While these requests vary from minor scope changes to schedule
adjustments, they could be a harbinger of increasng numbers of mgor amendment requests, as
gpplicant agencies come to grip with potential environmenta issues, competing demands for available
federd, state and locd funding, and meseting project ddivery schedules.

STIP Allocation Delegation: At its August 2001 meeting, the Commission approved delegated
authority to the Department, starting January 1, 2002, to dlocate STIP funds for projects. At the same
meeting, the Commission re-cast the delegated authority to allocate TCRP funds that had been
authorized previoudy in 2000. Under this delegated authority, for both STIP and TCRP funds, a
recipient would have to demonstrate project consistency with the gpproved TCRP gpplication and
STIP and project readiness to be adle to utilize the dlocated funds within the timeframe of the semi-
annual TCRP Status of Projects Report. Hence, each semi-annua status report isto contain alisting of
TCRP projects digible for delegated dlocations of TCRP and/or STIP funds in the coming Sx months.
Any dlocation request not mesting this criteria would have to be brought directly to the Commission for
congderation.

TCR _Exchange Program: AB 2928 alows loca transportation agencies to exchange certain
categorica federa transportation funds, Congestion Mitigation and Air Quality Improvement (CMAQ)
and Regiona Surface Trangportation Program (RSTP), for monies in the TCR Fund based upon funding
avalability. This exchange process gives locd agencies greater discretion to spend funds on projects
that may not eadily fit the federal categories. On February 21, 2001, the Commission adopted the TCR
Exchange Program guiddines. The Department is required to repay the TCR Fund with federd
trangportation funds.

AB 1705 (Committee on Transportation, Chapter 512, Statutes of 2001) revised AB 2928 to require
the Department to repay from the State Highway Account in the State Trangportation Fund to the TCR
Fund dl funds recelved as federa rembursements, as they are received, for funds exchanged under the
exchange program, except that the repayments are not required to be made more frequently than on a
quarterly basis.

AB 1705 a0 revises the loca maintenance of effort requirement for recipients of TCR project funds.
This requirement is gpplicable to local trangportation agencies which administer trangportation sales
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taxes (“sdf-help counties’) and which have had expenditure spikes due to bond-financed expenditures
in the early years of an authorized local transportation sdes tax. Rather than having to maintain loca
year-to-year expenditures a an atificidly high leve, the bill requires that these locad agencies certify
their continued use of locd transportation capital funds only for transportation purposes. The
certifications are subject to state audit. The TCR Exchange Program guiddines will be amended as a
result of AB 1705 and adopted by the Commission at their January 2002 meeting.

Through December 31, 2001 only two loca agencies had taken advantage of the TCR Exchange
Program for atotal amount of $925,905. The Santa Cruz County Regiond Transportation Commisson
requested an exchange of federd CMAQ funds for a lump sum of $255,000 in TCR funds for the
Watsonville Transt Center Daycare Fecility project and the Transportation Agency of Monterey
County requested a lump sum of $670,905 in TCR funds in exchange for CMAQ funds to congtruct a
Class | bikeway in the cities of Marina and Seaside to Monterey and Pacific Grove. Regional agencies
provide apportionments and obligation authority at the same rate that the Federd Highway
Adminigration distributes obligation authority. In exchange, State dollars are provided to the regiona
agencies a 90% of the obligation authority exchanged, which could explain the reatively low demand
for the TCR Exchange Program.

Significant Project Successes and | nnovation

The TCR Program project dlocations provided opportunities to transportation agencies to achieve
specific project milestones, initiate procurement activities, and achieve project ddivery for some short-
term projects. The funding aso provided streamlining and innovative financing opportunities. A
summary of project ddivery and significant project successes follows.

Jumpstart Project Initiation - Project #1, Extend BART from Fremont to San Jose

The Santa Clara Vdley Trangportation Authority (VTA) received $8 million in TCR Program funding at
the February 2001 Commission meeting to perform Maor Investment Studies (MIS) and conduct
dterndive andysdis for trangt service on this corridor. The VTA recently adopted a BART system as
the preferred dternative.  Concurrent with this action, VTA and BART have reached an agreement,
which outlines project funding and operationa respongbilities and provides BART a revenue siream for
future operating cogts system wide.

Innovative Procurement / Delivery - Project #13, Cdtrain “Baby Bullet” Express Service

At its November 2001 meeting the Commission approved a project application amendment and
alocation to the Peninsula Corridor Joint Powers Board to acquire new passenger rall cars, through an
innovative agreement with Sound Trangt of Sesttle, to expedite the implementation of a demondtration
express service garting in advance of the officid “Baby Bullet” service and expedite completion of the
overd| project by one year.
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Innovative Project Delivery - Project #17, Marin County 101 Revergble High Occupancy Vehicle
(HOV) Lanes

This project was originaly programmed usng STIP and locd funding to first congtruct a fully funded
interim Southbound only HOV lane and then to convert this lane to a reversble HOV lane contingent
upon future funding. The commitment of TCR Program funding prompted Marin County to provide
additiona loca funding to fully fund the ultimate reversble HOV fadility, thus diminating the need for the
interim sStrategy.

Public / Private Partnership - Project #28, Trangt Village a Richmond BART Station

The TCR Program provides $5 million in funding to construct a new parking facility for trangt riders at
this important intermoda station. The new parking structure alows for public / private development of a
Trandt Village on the location of the existing surface parking lot.

Streamlining - Project #36, San Fernando Valley East/West Bus Rapid Transit

Use of TCR Program funds provides flexibility for projects to move forward without having to go
through federa processes. Los Angeles County Metropolitan Transportation Authority will add
approximately $170 million in meesure funds to the $145 million from the TCR Program to fully fund the
San Fernando East/West Bus Rapid Trangt project, a design/build project.

Interagency Partnerships

The TCR Program opened dialogue and built stronger partnerships between agencies to ensure that

gppropriate projects are funded and implemented, regardless of jurisdictional boundaries. Examples

indude:
- Projects #114 and #122 — Kern and Tulare counties have executed agreements to share in

costs to improve Route 65.

Project #53 — ATSAC; City of Los Angdes and the Department are partnering to complete

sgnd synchronization projects in the San Fernando Vdley.

Project #138 — Cross Vdley Rail; Formation of ajoint power authority among corridor citiesto

deliver the Cross Vdley Rail project.

Project #102 — City of Santa Barbara and the Santa Barbara Metropolitan Trangit Didtrict

(MTD) patnering to shae TCR Program funding to coordinae inddlaion of sgnd

synchronization equipment along State Street and procurement of vehicle tracking equipment for

MTD buses running along the State Street corridor.

Project #148 — Widen State Route 111 in Imperia County. The City of Caexico and the

Department have partnered funding to accelerate delivery of a portion of the 111 widening in

the rapidly developing eastern portion of the City of Cdexico. Along with congestion relief, the

project will provide safety-related improvements through a designated school zone.

Alameda Corridor East Project

The TCR Program provides $273 million toward the funding of railroad grade separations in eastern
Los Angdes County, San Bernardino County and Orange County as part of the $2.7 billion Alameda
Corridor East program. Legidation aso requires that before grants from the TCR Program can be
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alocated to any of the three Alameda Corridor East projects, areport on the regiona mobility needs, as
well as regiond, state, and nationd economic impacts of the corridor must be completed and submitted
to the Commisson.

The required Alameda Corridor East Trade Corridor Plan was presented at the Commission's
June 7, 2001 meeting. The Commisson accepted the Plan, finding that it meets dl legidative
requirements.  The Commisson complimented the San Gabriel Vdley Council of Governments, San
Bernardino Associated Governments, OnTrac, Orange County Transportation Authority and the
Riverdgde County Transportation Commission for cooperatively producing a report in only nine months.
The report effectively examines the status, significance, project needs and priorities of goods movement
through the Ports of Los Angeles and Long Beach and dong the Alameda Corridor East from the
downtown Los Angeles rail yards through the Cgon Pass in San Bernardino County and into central
Riversde County. This cooperative effort demondrates a regiona approach to magor project planning
that can serve as amodd throughout the State.

The Commission approved the project application for the Orangethorpe Corridor project in Orange
County for $28 million on June 7, 2001. On July 12, 2001, the Commission approved the project
applications for the $150 million project to build grade separations on the Burlington Northern-Santa Fe
(BNSF) and the Union Pecific (UP) Railroad lines in Los Angeles County, and the $95 miillion project
to build grade separations on the BNSF and the UP railroad lines in San Bernardino County.

The Commission requested periodic reports from the agencies that prepared the Plan on the progress of
implementing the corridor projects to be built usng TCR Program funds, the report should include
information on expanding the funding base for the corridor in its entirety, and progress in developing a
region-wide phased implementation program that uses objective criteriafor determining project priority.

Upcoming Actions

North Coast Railroad Authority (NCRA) Project: The TCR Program specifies that $60 million go
to repair, rehabilitate, and reopen NCRA's rall line between Sonoma County and Eureka, to mitigate
environmental hazards adong this rail corridor and to pay off overdue past debts. The Commisson has
approved applications totaling $53.9 million of the $60 million available; however, only $17.5 million of
this $53.9 million has been dlocated to date. The bulk of the dlocated funds were $15.5 million for
debt reduction and for funding an escrow account needed to repay a federd |oan known as the "Q fund
loan". In July 2000, $850,000 was allocated for administration ($250,000) and for capital ($600,000)
for the ssgment south of Willits In July 2001, an additional $250,000 was allocated for administration.
The remaining $900,000 of the $15.5 million dlocated to date was for further administrative costs,
preliminary assessment of the line, and matching funds. The $10 million approved for debt reduction
does not fully pay-off the outstanding debt owed; another $1,279,295 in debt remains to be paid,
outside of the TCR Program. The Commission has requested that, beginning in January 2002, NCRA
report quarterly on al outstanding debt, interest rates and any newly incurred debts, and the projected
point in time when NCRA will generate enough revenues to retire the remaining debt.
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Fuel Technology: In February 2001, the Commission approved a project application amendment
submitted by AC Trangt to amend the ddivery schedule for the purchase of zero-emisson fue cdl
buses that will be used to demondtrate the feasibility of using this technology as the energy source for the
operation of standard-gze transit buses in alarge urban trangit environment. The project will include the
supporting infrastructure (fuding and maintenance) facilities needed to implement the project. At the
February 2001 Commisson meeting, the Cdifornia Fuel Cell Partnership made a presentation on fuel
cdl technology, and it was determined that it would be more beneficid to delay the demongtration one
year (originaly scheduled for June 2002) in order to reduce the costs per bus to a more acceptable
level and to use the commercid verson of the engine rather than the prototype. The new ddlivery date
is June 2003, with testing to commence upon receipt of the buses. The dtrategy will dlow AC Trangt to
purchase a least Six buses, providing alarger test fleet, thus enhancing the demonstration project.

At its August 2001 meeting, the Commission approved a project application submitted by the
Metropolitan Transportation Commission (MTC) to acquire low-emission buses (suburban and over-
the-road) for new express sarvice on High Occupancy Vehicdle (HOV) lanes region wide, in nine
counties. The Commission gpproved a concurrent dlocation request for the procurement of the
suburban buses. An alocation of funds for the purchase of over-the-road buses is contingent upon
documentation from MTC dipulating the new vehicles will meet the Cdifornia Air Resources Board
(CARB) and Environmentd Protection Agency (EPA) emission requirements for October 2002 trangt
buses.
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I1. 2000 ACTIVITY AND ACCOMPLISHMENTS

B. 2002 State Transportation | mprovement Program Guidéelines and Fund Estimate

The development of the 2002 STIP began this year with the Commission’s adoption of
amendments to the STIP Guidelines on July 12, 2001 and the adoption of the 2002 STIP Fund
Estimate on August 23, 2001. The adoption of the Guideline amendments for the new
programming cycle followed a review in May and a hearing in June. In accordance with statute,
Caltrans prepared and presented a draft Fund Estimate in July, following assumptions that had
been reviewed in May and approved in June. Both the Fund Estimate assumptions and figures
were reviewed and revised once again before the August adoption.

2002 Fund Estimate

The adopted Fund Estimate identified $3.945 billionin regular STIP funding capacity available,
plus $954 million from the Advance Project Development Element (APDE), for a potentia
programming total of $4.9 billion The Fund Estimate adds three new programming years,
FY 2004-05 through FY 2006-07, the most for any STIP Fund Estimate since 1990. Both the
regular STIP capacity and APDE are subdivided into county and interregional program shares, as
listed in the table at the end of this chapter. The Commission has some flexibility in the
programming of the base STIP capacity in that a share left unprogrammed by one county will
free up capacity for the Commission to advance STIP shares elsewhere. The APDE, on the other
hand, adds to the Commission’s potential programming capacity only through its fixed shares.
An APDE share not used for one county may not be used to augment APDE programming in
another county. See the further discussion below and in Chapter I-B, 2002 STI1P Outlook.

The $3.945billion in regular STIP capacity included $3.612 billion in new capacity,
$270 million in remaining unprogrammed capacity from the 2000 STIP, and $63 million in
programming capacity to be recycled as the result of the lapsing of previously programmed
projects. These were projects that did not receive allocations in the fiscal year for which they
were programmed or by the deadline of any project time extension granted by the Commission.
This $63 million augments overall programming capacity in the new STIP's first year, though
individual counties may not be entitled to reprogram their lapsed shares before the first year of
the new county share period, FY 2004-05.

By source, the $3.945 bhillion included $3.261 billion from the State Highway Account (SHA),
$502 million from the Transportation Investment Fund (TIF), and $182 million from the Public
Trangportation Account (PTA). In large part, the size of the new capacity being added reflects
the change from a four-year to a five-year STIP made by AB 2928 (2000). The 2000 STIP
covered the four years from FY 2000-01 through 2003-04. The 2002 STIP will cover the five
years from FY 2002-03 through FY 2006-07. The Fund Estimate identified the following spread
by funding source across the STIP period (in millions of dollars):
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FUND ESTIMATE BY SOURCE AND FISCAL YEAR
(in $millions)

EY 03 EY 04 EY 05 EY 06 EY 07 Total
SHA $ 63 $252 $464 $792 $1,690 $3,261
TIF 0 81 95 138 188 502
PTA 39 42 33 15 53 182
Total $102 $375 $592 $945 $1,931 $3,945

The State Highway Account (SHA), the principal STIP revenue source, includes revenues
from State gasoline taxes and weight fees and those Federal transportation revenues that are
apportioned directly to the state. State gasoline tax and weight fees are restricted by
Article XI1X of the California Constitution © projects on streets and highways and public
mass transit guideway fixed facilities. Any State revenues to the Account that are not
restricted by Article XIX are transferred to the Public Transportation Account (PTA). STIP
revenues from Federa transportation apportionments are not restricted by Article XIX but
are subject to various provisions of Federal law. Unlike State revenues, they may be used for
trangit rolling stock. However, they may not be used for intercity rail projects, and matching
funds must come from non-Federal revenues that are not bound by Article X1X.

The Transportation Investment Fund (TIF) was established by the Traffic Congestion
Relief Act of 2000 to receive revenues from the State sadles tax on gasoline through
FY 2005-06. Specific dollar amounts were to be transferred from the TIF to the
Transportation Congestion Relief Fund (TCRF) to fund specific projects identified in the
Traffic Congestion Relief Program also created under the Act, with the remaining TIF
balance to be distributed, 20% to the PTA, 40% for the STIP, and 40% for subventions to
cities and counties for local street and road rehabilitation work. This year's Transportation
Refinancing Plan, implemented through AB 438 as a trailer bill to the 2001-02 Budget,
suspended the transfer of revenues to the TIF for FY 2001-02 and FY 2002-03, retaining
those revenues in the General Fund. For those two suspension years, the SHA is to replace
the 40% for local subventions and the TCRF is to receive transfers from the SHA and the
PTA so that no TCR program projects are delayed. To provide repayment to the SHA and
PTA, AB 438 extended the TIF for two years, FY 2006-07 and FY 2007-08. For those two
extension years, AB 438 increased the transfer to the STIP from 40% to 80%, eiminating the
TIF local road subvention. STIP revenues from the TIF are available for any STIP purpose,
including those that are not eligible for either Federal Highway Trust Fund revenues or State
revenues restricted by Article XIX.

The Public Transportation Account was designated by Proposition 116 in 1990 as a trust
fund for planning and mass transportation purposes. Its revenues are derived primarily from
the state sales tax, including the sales tax on diesel fuel and a portion of the sales tax on
gasoline. The STIP receives the portion of PTA revenue that remains after the funding of
various non-STIP appropriations, including the formula-based State Transit Assistance
program, rail operations and planning. STIP revenues from the PTA may be used for some
projects that are not eligible for either Federal Highway Trust Fund revenues or State
revenues restricted by Article XIX. These projects include, for example, intercity rail
projects (including vehicles) and short-line railroad rehabilitation.
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Advance Project Development Element

The Fund Estimate identified $954 million as available for programming through the Advance
Project Development Element (APDE). As required in statute, this amount is calculated as 25%
of the amount estimated to be available for the STIP in FY 2007-08 and FY 2008-09, the first
two years beyond the five-year STIP period. The statewide APDE amount is subject to division
between the STIPs interregional program and the individual county shares according to the
regular STIP formulas. The APDE amount is available within the STIP's five years to program
for project development (environmental and design work) for projects that otherwise qualify for
the STIP. This is not additional funding, and any APDE programming ultimately comes from
STIP county or interregional shares. However, the APDE is intended to provide an additional
opportunity for the development of shelf-ready projects. In effect the programming of projects
through the APDE is an advance of future STIP shares. In addition, the statute provides that the
Commission’s programming for APDE projects may be above and beyond the base of statewide
programming capacity identified in the Fund Estimate.

Fund Estimate Assumptions:

Available programming capacity is determined in the Fund Estimate by estimating available
revenues and deducting current commitments against those revenues. The methodology and
assumptions used in the 2002 Fund Estimate were reviewed in May, approved by the
Commission in June. After Caltrans presented its draft Fund Estimate, the figures and
assumptions were reviewed and revised once again before adoption in August.

“Programming capacity” does not represent cash. It represents the amount of new commitments
that the Commission may make to projects within the STIP period. For example, cash will be
required in one year to meet commitments made in a prior year, and a commitment made this
year may require the cash over a period of years. For the State Highway Account, the Fund
Estimate methodology uses a “cash flow alocation basis,” which schedules funding capacity
based upon cash flow requirements and reflects the method used to manage the allocation of
capital projects. For other accounts, a modified accrua basisis used.

The Fund Estimate is developed based on existing statute, including the FY 2001-02 Budget and
the Transportation Refinancing Plan (AB 438) as described above. In general, the Fund Estimate
assumes that future revenues from current sources will follow current trends. Among the most
notabl e revenue assumptions:

It is assumed the Federal transportation revenues will increase by 20 percent with enactment
of the next Federa authorization act. The current act, the Transportation Equity Act for the
21st Century (TEA-21) expires with the Federal fiscal year ending September 30, 2003. The
next Federal act will determine Federal funding levels for four of the new STIP's five years.
The assumption made here aso directly affects the calculation of the 2002 STIP's APDE
amount. In each of the last two Federa acts, total apportionments to California have
increased by more than 50 percent. Beyond the first year, apportionments are projected to
grow by two percent per year.
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It is assumed that the State Highway Account will maintain a “prudent cash reserve’” of at
least $140 million.

A State Highway Account contingency of $50 million for Budget Change Proposals in
FY 2002-03 and FY 2003-04 is included.

“Partnership” support costs of Caltrans are taken off the top before calculating the amount
available for programming. These support costs include oversight on work funded by local
sales tax measures, preparation of environmental documents for sales tax measure projects,
and oversight on other locally funded projects.

The Fund Estimate reflects the Administration’s decision to fund a specific list of retrofit
soundwall projects from the State Highway Account, off the top and outside the STIP, based
upon a statutory commitment to complete those projects (Section 215.5 of the Streets and
Highways Code) and a corresponding action in the FY 2000-01 Budget. The amount is
estimated at $226 million.

The maximum long term loans to the Traffic Congestion Relief Fund from the State Highway
Account (SHA) and the Public Transportation Account (PTA) are made, as authorized by
AB 438. This includes $180 million from the SHA, to be repaid in FY 2006-07 (the final
year of the 2002 STIP) and $280 million from the PTA, to be repaid in FY 2007-08 (the first
year beyond the 2002 STIP).

The level of PTA support for intercity rail and bus operations is continued at a base level of
$73.1 million, including $9.5 million for expanded service on existing routes. The level is
not escalated for future years because Amtrak assumes that future gains in efficiency will
offset any cost increases.

The 2002 SHOPP is funded at $350 million above the basdline level established in the

2000 TenYear State Rehabilitation Plan (see Chapter1I-D, SHOPP Issues), including
$50 million for the minor program, $100 million for office building projects, and
$200 million for storm water runoff control.

Amendment of STIP Guidelinesfor 2002 STIP

On July 12, 2001, prior to the adoption of the Fund Estimate, the Commission adopted
amendments to the STIP Guidelines. Under statute, the Guidelines are to serve as “the complete
and full statement of the policy, standards, and criteria that the commission intends to use in
selecting projects to be included in the state transportation improvement program.” The statutes
also call for the Commission to make a reasonable effort to adopt guideline amendments prior to
the adoption of each fund estimate.

This year’ s amendments addressed nine areas of change:

Current and Four-Year Shares. The most significant of the changes was to specify RTIP
programming procedures when the county share period extends beyond the STIP period. Under
statute, formula county shares apply to discrete four-year periods, not to individual STIPs. For
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the 1998 and 2000 STIPs, the final year of the STIP (FY 2003-04) coincided with the final year
of the county share period. For the 2002 STIP and future STIPs, however, the final year of the
STIP will not coincide with the end of the county share period. The STIP amendment calls for
the Fund Estimate to designate both a “current county share” (representing three years in the
2002 STIP) and the full four-year county share. Each county is guaranteed its “current county
share” in each STIP, and requests for funding beyond that current share (up to the amount of the
four-year share) would be treated much like county share advances. The amendment also
specified the factors the Commission intends to consider in selecting projects for funding the
current county share, including advances. Where aregion intends to propose a STIP amendment
from its current county share balance prior to the next STIP, the amendment calls for the RTIP to
identify the region’s intent. The amendment aso includes a statement of Commission intent to
promote the full use of STIP resources (that is, not leave large amounts of capacity
unprogrammed) while still allowing for STIP amendments.

TEA Match The lump sum match reserves previously programmed under the Guidelines for the
Regional Surface Transportation Program (RSTP) and Congestion Mitigation and Air Quality
(CMAQ) programs were extended to include match aso for Transportation Enhancement
Activities (TEA) projects. The RSTP and CMAQ programs are the two programs created by
state law under which Federa funds are apportioned directly to regional agencies for
programming. Under the TEA program established by the Commission, a portion of the Federal
TEA dollars apportioned to the state are made available for direct programming by regions. The
STIP Guidelines have permitted each county to have a lump sum reserve available for allocation
to match RSTP and CMAQ projects without first amending the STIP. The reserve as awhole is
treated as a project for timely use of funds purposes. This change was requested by the
Stanislaus Council of Governments (StanCOG).

Caltrans Right-of-Way Adjustment. This change specifies that the Commission may, for county
share purposes, approve a downward adjustment of the amount programmed for a Caltrans
project’s right-of-way cost at the time of the construction allocation where the revised cost
estimate is more than 20 percent below the programmed amount. Under the guidelines, the
Commission does not approve amendments to right-of-way programming except at the
beginning of each fiscal year prior to the construction alocation. Under statute, the amount
counted for county share purposes is the amount programmed in the most recent STIP, except
that if the final estimate is over 120% of the amount originally programmed, the amount shall be
adjusted for final expenditure estimates at the time of right-of-way certification. This change
was developed at the request of Caltrans. The change anticipated the statutory change that has
since been made by AB 608 (Chapter 815, Statutes of 2001), which provides for an adjustment
whenever the fina estimate is either under 80% or over 120% of the amount originally
programmed.

Reimbursement Allocations (AB 872). This change incorporated into the STIP Guidelines the
AB 872 Guidelines first adopted by the Commission in March 2000. AB 872 (1999) permitted a
local agency to expend its own funds for a STIP project before the Commission’s approval of a
project alocation and to be reimbursed after the alocation. It did not, however, require the
Commission to approve an alocation it would not otherwise approve.
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Cost of Construction Delays. This change calls for each extension request or STIP amendment
that would delay a project construction allocation to include a project construction history and to
identify any related cost increase and how the increase would be funded. Under statute, if
project construction costs are not alocated within the fiscal year they are programmed, the
project is deleted from the STIP. The Commission may grant a one-time extension of this
deadline if it finds that circumstances beyond the control of the responsible agency justify an
extension. Under the guidelines, the Commission approves STIP amendments only for projects
scheduled for alocation after the current fiscal year. Projects not meeting the deadline for the
current fiscal year require approval of an extension request. This change reflects the
Commission’s concern that insufficient attention has been given to the cost and funding impacts
of construction delays.

Planning, programming and land use. Language was added to the guidelines to make specific
reference to existing ties between the RTIP, the regiona transportation plan, federal planning
requirements, and local land use and development plans. This change reflects a Commission
concern that proper attention be given to the relationship between transportation and land use
planning.

Five-Year STIP Period. Changes were made throughout the Guidelines, changing references to
the STIP and Fund Estimate from four years to five years. This reflects the statutory change
from afour-year to afive-year Fund Estimate and STIP made by AB 2829 (2000).

TCR Application as PSR A change was made to specify that a Traffic Congestion Relief (TCR)
program application serves as a project study report for the project phases it covers. This
codifies a policy first established by the Commission when reviewing the draft TCR Program
guidelines in August 2000.

Remove obsolete or superseded language. The amendments deleted various provisions that, by
their terms, applied only to the 1998 and 2000 STIPs.

Availability of State-Only Programming Capacity

According to the Fund Estimate, the 2002 STIP may face greater restrictions on the use of State-
only funding, particularly with the loss of TIF revenues and diversion of SHA revenues in the
STIP's early years. State-only funding refers to the funding of projects without using Federal
funding. State transportation revenues are used first to fund operations, maintenance, and other
work that does not qualify for Federal funding, and then to match all Federa funds used for STIP
or SHOPP work, usually at a rate of 88.5% Federal to 11.5% State funds. When these needs
have been met and all available Federal funds are being used, any remaining balance of State
revenue may be used for State-only purposes. These may be for STIP projects that cannot
qualify for Federal funding, for STIP projects that are themselves match for non-STIP Federal
funds (e.g., RSTP, CMAQ, or Federal transit funds apportioned directly to regions), or for other
projects on an elective basis, especially on smaller projects that can benefit most from avoiding
Federal procedural requirements.

In adopting the Fund Estimate, the Commission stated that it expects most STIP projects to
qualify for Federal funding and will approve the allocation of State only funding for new projects
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only in accordance with the criteria in its revised policy. That policy generaly gives blanket
approval to (1) projects with a total cost of $750,000 or less; (2) planning, programming, and
monitoring activities; (3) regional rideshare and traffic demand management activities, and
(4) match for local Federal funds. Other projects may be approved only after a review and
approval of the project need for State-only funding, based on an exception request submitted to
Caltrans, and verification that sufficient funds are available. The Commission stated its intent to
consider advance approvals for State-only funding in the 2002 STIP when RTIPs designate the
projects for State only, the projects are consistent with the policy, and appropriate exception
requests are submitted to Caltrans for review by December 15, 2001. The Commission’s State-
only policy also notes that even advance approval in the STIP cannot assure that State-only funds
will be available when an allocation is requested. Caltrans is charged with monitoring the use
and availability of State-only funds and reporting to the Commission annually with any
recommendations for modification of the State-only policy.

Caltrans Project Development Expenditure Reporting

The Commission has focused attention this year on the need for Caltrans to make accurate and
timely reports of project development costs for individual projects. This is becoming
increasingly important as Caltrans projects that were first programmed after the enactment of
SB 45 (1997) are being delivered for construction in greater numbers. Under SB 45, project
development costs, as well as support costs for right-of-way and construction, are counted
against county and interregional shares unless the project is grandfathered from the 1996 STIP.

Since SB 45, the Commission and Caltrans have implemented satisfactory procedures for the
reporting of right-of-way and construction support costs. Under the statutes and the STIP
Guidelines, the support costs for each of these components is included together with capital
outlay costs for share purposes. Caltrans reports its final construction support cost estimate at
the time of the construction allocation. For right-of-way, Caltrans includes support costs with
the annual year-end report of fina right-of-way estimates that is used for share purposes. For
right-of-way, the amount counted is the amount programmed unless the final estimate differs
from the programmed amount by more than 20 percent.

For project development work (environmental and design together), the amount counted is aso
the amount programmed unless the actual cost differs from the programmed amount by more
than 20 percent. The Commission and Caltrans have agreed that final project development cost
estimates to be used for share purposes should be reported at the time of construction vote and a
format for that purpose has been in place for some time. In December 2001, Caltrans reported
that it had completed a compilation of historical expenditure data and reported final project
development cost estimates for projects that had previously been allocated for construction. The
Department reported that it would begin the reporting of final project development cost estimates
at the time of construction allocation, beginning with the January 2002 meeting.

County and I nterregional Shares

On the following pages are the complete Tables for County and Interregional Shares, as
published with the adopted 2002 Fund Estimate. As noted, the carryover balances included STIP
amendments and Commission allocations through July 2001. The actua share capacities
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avallable for the 2002 RTIPs, the 2002 ITIP, and the 2002 STIP will be modified in the interim
by STIP amendments and by allocations that differ from prior programming. The individual
columns in the tables are described below:

Carryover Balances

Unprogrammed Balance (Balance Advanced). These 2 columns identify the current county share
balance to be carried forward. All programmed APDE projects have been deducted from the county
share in arriving at this balance.

Projects Lapsed. This is the amount that has been deducted from each share for projects that were
deleted from the STIP because they were not allocated before the end of the fiscal year programmed or
by the time of any extension granted. This amount is to be added back into the balance available for the
new county share period.

2002 STIP Share

New 3-Year Formula Share. This is each county’s distribution of the 2002 STIP’s new programming
capacity.

Total Current Share (Advances Remaining). This is the sum of the carryover balance, the return of
lapsed funds, and the new 3-year formula share. It represents the amount guaranteed to be available for
programming from each share. It assumes that all currently programmed APDE projects are deducted
from the county share. If any current APDE project will remain an APDE project in the 2002 STIP (for
example, the project will not be programmed for right-of-way or construction), the amount for that APDE
project may be added back to the Total Current Share.

Potential Advance of County Share

4th Year Formula Share. This is each county’s distribution of the Fund Estimate amount for FY 2007/08,
which is the fourth year of the 4-year county share period defined in statute and the first year beyond the
2002 STIP period. This amount is guaranteed within the 4-year county share period and is potentially
available, though not guaranteed, in the 2002 STIP. RTIPs may identify projects for current programming
from this amount, identifying such projects separately.

Potential Total. This is the sum of the Total Current Share Available and the 4th Year Formula Share. It
represents the maximum that may be programmed in a county in a region with over 1 million population
(excluding APDE programming). Smaller regions may, in addition, propose an advance for a single larger
project, provided that the advance does not exceed 200% of the county share for the current 4-year
period (that is, 200% of the sum of the New 3-Year Formula Share and 4th Year Formula Share).

Advance Project Development Element Shares

2002 STIP APDE Share. This represents the maximum that may be programmed for APDE projects in
the 2002 STIP. This is a new total, replacing (not adding to) the APDE share for the 2000 STIP. Any
carryover 2000 STIP APDE project that will remain in the 2002 STIP (that is, no right-of-way or
construction is being programmed) is to be deducted from this share.

Current APDE. This is the total of all APDE projects currently programmed, regardless of whether the
projects will or will not remain APDE projects in the 2002 STIP.

Net Now Available. This is the 2002 STIP APDE share less the total of all APDE projects currently
programmed.
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ADOPTED 2002 STIP FUND ESTIMATE, COUNTY AND INTERREGIONAL SHARES
Includes STIP Amendments and Allocations Through July 2001

($1,000's)
Carryover Balances 2002 STIP Balances

Unprogr'd Balance Projects Formula Total  Advances
County Balance = Advanced Lapsed 3-Yr Share Available Remaining
Alameda 0 19 4,031 98,345 102,357 0
Alpine/Amador/Calaveras 12,974 0 16,648 29,622 0
Butte 1,483 0 1,615 18,807 21,905 0
Colusa 1,015 0 4,958 5,973 0
Contra Costa 9,667 0 420 63,743 73,830 0
Del Norte 0 2,691 4,743 2,052 0
El Dorado LTC 5,142 0 12,036 17,178 0
Fresno 0 85,421 731 67,957 0 16,733
Glenn 0 126 177 5,293 5,344 0
Humboldt 15,398 0 204 19,034 34,636 0
Imperial 22,393 0 31,799 54,192 0
Inya 2,877 0 144 25,811 28,832 0
Kern 1,163 0 88,948 90,111 0
Kings 7,082 0 13,340 20,422 0
Lake 7,383 0 201 8,147 15,731 0
Lassen 0 1,168 28 12,101 10,961 0
Los Angeles 60,539 0 8,842 602,827 672,208 0
Madera 501 0 12,077 12,578 0
Marin 619 0 181 18,626 19,426 0
Mariposa 141 0 4,928 5,069 0
Mendocino 449 0 21 17,966 18,436 0
Merced 0 217 542 21,703 22,028 0
Modoc 0 0 6,426 6,426 0
Mono 0 2,957 19,112 16,155 0
Monterey 1,639 0 13 34,914 36,566 0
Napa 4,039 0 11,542 15,581 0
Nevada 7,742 0 1 10,078 17,821 0
Orange 129,566 0 181,767 311,333 0
Placer TPA 0 8,331 2 19,198 10,869 0
Plumas 956 0 159 7,284 8,399 0
Riverside 31,202 0 8,300 130,115 169,617 0
Sacramento 0 0 507 84,801 85,308 0
San Benito 2,604 0 74 6,328 9,006 0
San Bernardino 40,269 0 13,798 169,337 223,404 0
San Diego 67,636 0 198,196 265,832 0
San Francisco 5 0 391 50,254 50,650 0
San Joaquin 26,301 0 500 44,208 71,009 0
San Luis Obispo 2,946 0 35,536 38,482 0
San Mateo 3,677 0 1,297 51,753 56,727 0
Santa Barbara 20,981 0 418 40,600 61,999 0
Santa Clara 1,825 0 3,326 115,142 120,293 0
Santa Cruz 1,007 0 205 20,228 21,440 0
Shasta 10,484 0 20,555 31,039 0
Sierra 1,478 0 277 3,429 5,184 0
Siskiyou 0 0 1 14,275 14,276 0
Solano 2,969 0 5,012 30,183 38,164 0
Sonoma 6,621 0 455 36,843 43,919 0
Stanislaus 20,360 0 85 34,236 54,681 0
Sutter 4,037 0 7,740 11,777 0
Tahoe RPA 5,311 0 1,158 5,150 11,619 0
Tehama 0 2,745 173 10,318 7,746 0
Trinity 6 0 424 7,419 7,849 0
Tulare 43,309 0 5,802 41,790 90,901 0
Tuolumne 0 5,333 8,433 3,100 0
Ventura 0 13,056 59,562 46,506 0
Yolo 0 2 66 16,485 16,549 0
Yuba 0 0 5,926 5,926 0
Statewide Regional 585,796 122,066 59,581 2,709,000 3,249,044 16,733
Interregional 0 194,086 3,426 903,000 712,340 0
Statewide Total 585,796 316,152 63,007 3,612,000 3,961,384 16,733
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ADOPTED 2002 STIP FUND ESTIMATE, COUNTY AND INTERREGIONAL SHARES

Includes STIP Amendments and Allocations Through July 2001
($1,000's)
Potential Advance of County Share

(For Share Period FY 04/05-07/08) Advance Project Development Element Shares

County 4th Year_Share Potential Total 2002 STIP Total Current APDE Net Available
Alameda 64,229 166,586 25,975 3,000 22,975
Alpine/Amador/Calaveras 10,873 40,495 4,397 4,397
Butte 12,283 34,188 4,967 500 4,467
Colusa 3,237 9,210 1,309 1,309
Contra Costa 41,631 115,461 16,836 16,836
Del Norte 3,097 5,149 1,253 1,253
El Dorado LTC 7,860 25,038 3,179 3,179
Fresno 44,383 27,650 17,949 17,949
Glenn 3,458 8,802 1,398 1,398
Humboldt 12,431 47,067 5,027 5,027
Imperial 20,767 74,959 8,399 8,399
Inyo 16,857 45,689 6,817 6,817
Kern 58,092 148,203 23,493 23,493
Kings 8,712 29,134 3,523 3,523
Lake 5,322 21,053 2,152 2,152
Lassen 7,904 18,865 3,196 1,168 2,028
Los Angeles 393,707 1,065,915 159,219 11,623 147,596
Madera 7,887 20,465 3,190 3,190
Marin 12,164 31,590 4,919 4,919
Mariposa 3,218 8,287 1,302 1,302
Mendocino 11,734 30,170 4,745 4,745
Merced 14,175 36,203 5,732 5,732
Modoc 4,197 10,623 1,697 1,697
Mono 12,482 28,637 5,048 5,048
Monterey 22,803 59,369 9,222 2,683 6,539
Napa 7,538 23,119 3,049 3,049
Nevada 6,581 24,402 2,662 2,662
Orange 118,713 430,046 48,008 48,008
Placer TPA 12,539 23,408 5,071 685 4,386
Plumas 4,757 13,156 1,924 1,924
Riverside 84,977 254,594 34,366 34,366
Sacramento 55,383 140,691 22,398 22,398
San Benito 4,133 13,139 1,671 1,671
San Bernardino 110,594 333,998 44,725 44,725
San Diego 129,442 395,274 52,347 52,347
San Francisco 32,821 83,471 13,273 13,273
San Joaquin 28,873 99,882 11,676 11,676
San Luis Obispo 23,209 61,691 9,386 200 9,186
San Mateo 33,800 90,527 13,669 13,669
Santa Barbara 26,516 88,515 10,723 10,723
Santa Clara 75,200 195,493 30,411 30,411
Santa Cruz 13,211 34,651 5,343 5,343
Shasta 13,425 44,464 5,429 5,429
Sierra 2,239 7,423 906 906
Siskiyou 9,323 23,599 3,770 3,770
Solano 19,713 57,877 7,972 2,250 5,722
Sonoma 24,062 67,981 9,731 9,731
Stanislaus 22,360 77,041 9,042 9,042
Sutter 5,054 16,831 2,044 2,044
Tahoe RPA 3,363 14,982 1,360 1,360
Tehama 6,738 14,484 2,725 1,000 1,725
Trinity 4,845 12,694 1,959 1,959
Tulare 27,294 118,195 11,038 11,038
Tuolumne 5,507 8,607 2,227 2,227
Ventura 38,901 85,407 15,732 15,732
Yolo 10,766 27,315 4,354 4,354
Yuba 3,870 9,796 1,565 1,565
Statewide Regional 1,769,250 5,001,561 715,500 23,109 692,391
Interregional 589,750 1,302,090 238,500 5,895 232,605
Statewide Total 2,359,000 6,303,651 954,000 29,004 924,996
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1. 2000 ACTIVITY AND ACCOMPLISHMENTS

C. 2001 Report on County and Interregional Share Balances

Section 188.10 of the Streets and Highways Code, added by SB 45 (Statutes of 1997), mandates
that the California Transportation Commission (Commission) maintain a record of State
Trangportation Improvement Program (STIP) county share balances and that it make the
balances through the end of each fiscal year available for review by regional agencies not later
than August 15 of each year. This year, the Commission issued its Fourth Annual Report of
STIP Baances, County and Interregional Shares.

This year's report was issued August 3, 2001, and included share balances through the end of
July 2001, rather than through the end of the fiscal year in June. These balances constituted the
carryover base for the 2002 STIP Fund Estimate, which was adopted at the Commission’s
August 22-23, 2001 meeting. These prior balances were based on the 2000 STIP Fund Estimate,
which included program capacity through FY 2003-04. The new 2002 STIP Fund Estimate
added three new fiscal years, with program capacity through FY 2006-07.

The report aso reflected the status of the STIP Advance Project Development Element (APDE).
The APDE was created by AB 1012 (Statutes of 1999) and, in effect permits an advance of
county or interregiona share to the extent that the advance is used for project environmental or
design work. All programmed APDE projects were deducted from current STIP share balances,
and the report identified the current APDE projects and APDE total for each share.

In addition, this year's summary identified the amount of each share that has lapsed under the
STIP s timely use of funds provisions. These amounts lapsed over the last three fiscal years and
represents funding that was programmed but not allocated within the year of programming or
within an extension period granted by the Commission. Under the Commission's STIP
Guidelines, this funding will be added back to the funding available for each share in the
2002 STIP.

On the following page is the report’s single-page summary of the status of all county shares and
the interregional share. The report itself also included a summary for each individual county
share and the interregiona share. For each share, the summary identifies al shares added by
fund estimates, al adjustments, and a listing of each project programmed or allocated from the
share.

In addition, the report identified $1.396 billion remaining programmed for grandfathered
1996 STIP projects as of June 30, 2001. This total includes $937 million for regiona projects,
$368 million for interregional road projects, $59 million for intercity rail projects, and
$32 million for other projects with special source funding.
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SUMMARY OF STIP SHARE BALANCES

Including STIP Amendments and
California Transportation Commission Allocations Through July 2001

($1.000's)

County Share| Proarammed Unoroar'd Advance Authority Projects Proiects
Alameda 254,327 254,346 0 19 13,175 3,000 4,031
Alpine - Amador - Calaveras 30,331 17,357 12,974 0 2,161

Butte 35,289 33,806 1,483 0 2,540 500 1,615
Colusa 9,442 8,427 1,015 0 652

Contra Costa 145,745 136,078 9,667 0 8,207 420
Del Norte 8,531 11,222 0 2,691 622

El Dorado LTC 20,619 15,477 5,142 0 1,504

Fresno 118,092 203,513 0 85,421 8,666 731
Glenn 13,019 13,145 0 126 714 177
Humboldt 46,786 31,388 15,398 0 2,598 204
Imperial 59,120 36,727 22,393 0 4,037

Inyo 56,329 53,452 2,877 0 3,418 144
Kern 187,747 186,584 1,163 0 11,362

Kings 30,121 23,039 7,082 0 1,650

Lake 17,899 10,516 7,383 0 1,072 201
Lassen 29,015 30,183 0 1,168 1,568 1,168 28
Los Angeles 1,337,721 1,277,182 60,539 0 83,452 11,623 8,842
Madera 19,416 18,915 501 0 1,416

Marin 60,374 59,755 619 0 2,715 181
Mariposa 7,234 7,093 141 0 528

Mendocino 33,260 32,811 449 0 2,422 21
Merced 38,584 38,801 0 217 2,813 542
Modoc 15,899 15,899 0 0 860

Mono 47,095 50,052 0 2,957 2,504

Monterey 99,730 98,091 1,639 0 4,661 2,683 13
Napa 24,500 20,461 4,039 0 1,547

Nevada 18,022 10,280 7,742 0 1,315 1
Orange 351,809 222,243 129,566 0 22,703

Placer TPA 38,949 47,280 0 8,331 2,128 685 2
Plumas 16,431 15,475 956 0 976 159
Riverside 241,319 210,117 31,202 0 15,555 8,300
Sacramento 159,789 159,789 0 0 10,977 507
San Benito 12,131 9,527 2,604 0 778 74
San Bernardino 368,980 328,711 40,269 0 21,529 13,798
San Diego 473,039 405,403 67,636 0 26,179

San Francisco 96,869 96,864 5 0 7,094 391
San Joaquin 103,485 77,184 26,301 0 5,752 500
San Luis Obispo 89,722 86,776 2946 0 4,681 200

San Mateo 107,771 104,094 3,677 0 7,171 1,297
Santa Barbara 97,297 76,316 20,981 0 5,515 418
Santa Clara 209,007 207,144 1,863 0 15,486 3,326
Santa Cruz 43,273 42,266 1,007 0 2,740 205
Shasta 51,073 40,589 10,484 0 2,762

Sierra 8,097 6,619 1,478 0 453 277
Siskiyou 32,917 32,917 0 0 1,927 1
Solano 49,152 46,183 2,969 0 3,950 2,250 5,012
Sonoma 84,439 77,818 6,621 0 4774 455
Stanislaus 70,214 49,854 20,360 0 4,341 85
Sutter 14,746 10,709 4,037 0 979

Tahoe RPA 11,008 5,697 5,311 0 652 1,158
Tehama 21,705 24,450 0 2,745 1,368 1,000 173
Trinity 22,806 22,800 6 0 993 424
Tulare 97,303 53,994 43,309 0 5,392 5,802
Tuolumne 15,484 20,817 0 5,333 1,129

Ventura 134,187 147,243 0 13,056 7,873

Yolo 31,229 31,231 0 2 2,126 66
Yuba 11,483 11,483 0 0 838

Statewide Regional 5,829,961 5,366,193 585,834 122,066 357,000 23,109 59,581
Interregional 1,853,891 2,047,977 0 194,086 119,000 5,895 3,426
TOTAL 7,683,852 7,414,170 585,834 316,152 476,000 29,004 63,007

Source: CTC 2001 Report of STIP Balances, County and Interregional Shares, August 3, 2001.
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1. 2000 ACTIVITY AND ACCOMPLISHMENTS

D. State Highway Operation and Protection Program | ssues

State law requires Caltrans to prepare a Ten-Y ear State Rehabilitation Plan for all State highways
and bridges, to be updated biennialy. The Plan is to be submitted to the California
Transportation Commission for review and comments and be transmitted to the Governor and
Legidature by May 1 of even-numbered years. The Plan is to include specific milestones and
guantifiable goals, strategies to control cost and improve efficiency, and a cost estimate for at
least the first five years. According to statute, the Plan is to be the basis for the annual Caltrans
budget request and for the Commission’s adoption of the biennial State Transportation
Improvement Program (STIP) fund estimates.

With the concurrence of the Commission, Caltrans has expanded the Plan to include all elements
programmed in the biennia State Highway Operation and Protection Program (SHOPP),
including Traffic Safety and Traffic Operations. The SHOPP is a biennial four-year program of
projects designed to maintain the safety and integrity of the State highway system. It is prepared
by Caltrans, submitted to the Commission by January 31 of even-numbered years, and approved
by the Commission and submitted to the Governor and Legislature by April 1.

The initia Ten-Year State Rehabilitation Plan (or SHOPP Plan) prepared in 1998 identified
specific goals and targets in a number of different areas. Probably the most significant ones,
from the Commission’s perspective, were the goa to reduce deteriorated pavement to
5,500 lane-miles by 2008, and the goal to use longer-life pavement rehabilitation on roadways
where the average daily traffic (ADT) exceeds 150,000 or average daily truck volume exceeds
15,000. Caltrans projected that reducing the pavement backlog to 5,500 lane-miles would allow
it to maintain and rehabilitate system pavements at the lowest overall annua cost. The identified
thresholds for using longer-life pavement would provide high user benefit and the most cost
effective rehabilitation strategy.

2000 SHOPP Plan

The current Ten-Year SHOPP Plan is the first update, submitted to the Commission in
March 2000. In that Plan, Caltrans identified the following accomplishments of the first two
years, as compared with the goals of the original 1998 Plan:
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SAFETY

1998 Plan

Accomplishments

Install 100 miles of new median barrier each

year (200 miles during first two years of Plan).

Installed 199 miles of new median barriers.

Upgrade 5 miles of metal median barriers to
concrete each year (total of 10 miles during
first two years of Plan).

Upgraded 39 miles of metal median barriers to
concrete.

Complete 12 “Clean Up the Roadside
Environment” (CURE) projects each year (24
projects during first two years).

Completed 6 CURE projects.

Eliminate cable median barriers.

Eliminated 13 miles of cable median barriers
and replaced with current standard.

ROADWAY REHABILITATION

1998 Plan

Accomplishments

Rehabilitate 5,100 lane miles of distressed
pavements (includes CAPM treatments).

Rehabilitated 5,766 lane miles of pavement.

Goal of 1800 lane miles over 10-year period.
Implement pilot program to test new materials
and construction methods for longer-life
pavement by 99/00.

Constructed 10 lane miles of longer-life
pavement and awarded contracts for 50 more
lane miles. Pilot program implemented.

Rehabilitate 108 bridges.

Awarded 130 construction contracts for bridge
rehabilitation.

Complete 21 bridge scour projects.

Awarded 9 construction contracts for bridge
SCOUr projects.

No measurabl e objective established

Completed 12 “protective betterment” projects.

ROADSIDE REHABILITATION

1998 Plan

Accomplishments

Restore 1,040 acres of highway landscaping.

Restored 1,089 acres of highway landscaping.

Install 380 acres of new landscaping over 8-
year period (about 45 acres per year). Two-
year total: 90 acres.

Installed 207 acres of new landscaping at four
locations.

Complete workers' access improvements at
1500 locations within 10 year (150 sites per
year). Total of 300 sites over two-year period.

Improved access for maintenance workers at
300 locations in urbanized areas.

Transfer 10 mitigation sites to other agencies
by 99/00.

Transferred 11 mitigation locations totaling
708 acres to other agencies.

No measurabl e objective established.

Rehabilitated one safety roadside rest.
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TRAFFIC OPERATIONS

1998 Plan Accomplishments

No measurable objective identified. Improved 2 traffic management centers
(TMCs); installed closed circuit TV cameras at
110 locations; installed 46 miles of fiber optic
cable; installed TMC signal interconnections at
40 locations.

No measurable objective identified. Constructed 15.9 lane miles of passing lanes,
4.1 lane miles of auxiliary lanes; improved
ramps and interchanges at 7 locations;
improved intersections and signals at 14
locations, completed geometric improvements
along 5.3 centerline miles of highway.

Improve two stations every three years. Improved one commercial weigh station.
Replace obsolete lighting facilities by Completed 8 signs and lighting rehabilitation
1999/2000. projects.

No measurable objective identified. Upgraded 14 maintenance stations.

The 2000 SHOPP Plan also identified several areas of concern that need additiona anaysis
before Caltrans can make a recommendation on the funding needed and the time schedule to
implement each item. The Plan said that Caltrans will complete additional studies on each item
and incorporate the findings in the 2002 SHOPP Plan, due in March 2002. The areas of concern
include:

Storm water runoff compliance.

Recurring storm damage locations and repair.
New and rehabilitated office buildings.

New safety roadside rest areas.

Corridor rehabilitation devel opment strategies.
Traffic operations strategies.

Hazardous waste removal.

Increasesin SHOPP Funding L evels

The 2000 SHOPP Plan identified a total funding need of $11.1 billion over the ten-year period
ending FY 2009-10. At the same time, however, Caltrans identified a major increase in funding
needed for the Traffic Safety program, due in large part to a 1999 updating of the accident cost
factors used to calculate the Safety Index. At first, Caltrans proposed to fund the increase in
Traffic Safety by reducing funding for the SHOPP's other three categories, Roadway
Rehabilitation, Roadside Rehabilitation, and Operations. By the time the Commission adopted
the revised 2000 STIP Fund Estimate in June 2000, Caltrans and the Commission had agreed to
add another $390 million to the 2000 SHOPP capacity.
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For the 2002 Fund Estimate, Caltrans proposed and the Commission approved about
$350 million in new SHOPP capacity increases. These included:

$50 million added for the SHOPP minor program. This SHOPP subprogram, designated for
projects with a cost under $750,000, was increased from $90 to $100 million annually.
According to Caltrans, this increase will be targeted to expanding the involvement of small

business in transportation projects in an effort to comply with the Governor's Executive
Order D-37-01.

$100 million added for office building projects. This would cover anticipated costs for the

preliminary and working drawing phases of future buildings to be approved by the
Legidature. It is assumed that the construction phase would be funded from lease revenue
bonds, to be repaid through future operations costs.

$200 million added for storm water runoff control. These are the resources estimated to be
needed in the three new years to ensure compliance with the conditions and requirements set
forth by the State Water Resources Control Board and National Pollution Discharge
Elimination System (NPDES) regulations (see Chapter I-H, Financing Storm Water Runoff).

Delegated SHOPP Allocation Authority

Under State law, the Commission allocates capital outlay funds for all STIP and SHOPP projects
consistent with appropriations in the Budget Act. The Commission may allocate funds for
projects not in the STIP or SHOPP only under emergency conditions. Since the creation of the
Commission, the authority to allocate funds for emergency projects has always been delegated to
Caltrans, with all such allocations to be reported to the Commission at its next meeting.

In March 1999, the Commission extended its delegation of allocation authority to Caltrans for all
SHOPP pavement rehabilitation projects on a one-year trial basis. The purpose of the delegation
was to streamline and accelerate the construction of State highway pavement rehabilitation
projects. In March 2000, the Commission extended the term of this delegation until March 2001
and broadened it to include Traffic Safety projects.

In March 2001, as part of a comprehensive reconsideration and restructuring of all delegations,
the Commission turned down a Caltrans proposal to broaden the delegation to other categories
and to make it permanent. Instead, the Commission voted to extend the prior delegation for
pavement rehabilitation and Traffic Safety projects for another two years and asked for a review
of the policy frameworks for the SHOPP bridge rehabilitation, roadside rehabilitation and
Minor A programs before broadening the delegation further.

32



(£ %
_ ﬁ"w. California
¥ f Transportation
Commission
%mﬂ'p

1. 2000 ACTIVITY AND ACCOMPLISHMENTS

E. FY 2000-01 Caltrans Ddlivery

All State trangportation funds, including al federd transportation funds received by the State, are
gopropriated by the Legidature, usudly through the annua Budget Act. The funds are budgeted in three
broad categories:

capitd outlay (Catrans right-of-way and congtruction costs),

support (Cdtrans operating codts, including project development), and

local assistance (State payments to local agencies).
Funds for capita outlay and local assistance are gppropriated by the Legidature, subject to alocation
by the Commisson.

The transportation funds subject to Commission dlocation are assgned in various State programs such
as the State Transportation Improvement Program (STIP) and the State Highway Operations and
Protection Program (SHOPP), where the Commission exercises some programming authority, or by
locd agencies with no Commission programming involvement, such as the federd Regiond Surface
Trangportation Program (RSTP) and the Congestion Mitigation and Air Qudity (CMAQ) program.
Funds are dlocated either by the Commission at its monthly meetings directly to projects that are ready
for expenditure or by Cdtrans utilizing authority delegated by the Commission.

Timely use of transportation funds is of great concern to the Commission, the Governor, and the
Legidature. The Legidaturein passng SB 45 (Chapter 622, 1997) imposed the first “ use-it-or-lose-it”
provisons on STIP funded projects. The Legidature expanded “use-it-or-lose-it” provisons to
CMAQ and RSTP loca assstance funds with the passage of AB 1012 (Chapter 783, 1999).
Caltrans has dedicated consderable effort toward improving delivery of transportation
proj ects.

STIP Projects

For FY 2000-01, Cdtrans committed to deliver forty-six STIP projects valued at $260.8 million. This
was a ggnificantly smaler commitment than for FY 1999-00 when Cdtrans committed to ddiver 131
projects vaued & $767.7 million. This significantly smaler commitment was caused by the record level
of STIP project rescheduling to outer-years that occurred at Commission meetings in March, May and
June 2000, prior to the lock down of the FY 2000-01 ddlivery commitment. Cdtrans ddivered all but
one of these forty-six projects (it was vaued a only $550,000), for an overdl 98% STIP ddivery
rate. Under provisons of SB 45, and the Commisson's STIP Guiddines, STIP funds not alocated
during the fiscd year Igpse unless the Commisson grants a one-time only extenson of up to 20 months.
Cdtrans requested and the Commisson granted a one-time extension for the project that was not
delivered in the fiscd year. Cdtrans did not lgpse any STIP projects in FY 2000-01. During
FY 1999-00 Cdtrans lapsed two projects vadued at $3.0 million. Catrans " advance delivered"
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three projects valued at $15.5 million into FY 2000-01 to more than make up for the one
dlocation extenson request. Taking into account the advance ddivery effort by Cdtrans, a net overdl
delivery of 104.4% for the fiscd year was achieved. Cdtrans aso delivered four projects valued a
$13.7 million in FY 2000-01 that were to be delivered in prior fiscd years but received deivery
extengons from the Commission.

The following chart shows how the Cdtrans STIP ddivery commitment was redized in FY 2000-01
and comparesit against FY 1999-00 delivery:

2000-01 Fiscal Year 1999-00 Fiscal Year
Dollars Projects Dollars Projects
Programmed $260,785,000 46 | $767,688,000 131
Ddiveredinprior FYs | $ 45,495,000 7| $ 18,130,000 8
Delivered in FY $214,740,000 38| $635,995,000 101
Time extendons $ 550,000 1| $110,522,000 20
L apsed $ 0 0| $ 3,041,000 2
Advance delivered $ 15,483,000 3| $115,252,000 11
Prior FY extensons $ 13,743,000 4 NA NA

Again, in March, May and June 2001, a high level of projects were rescheduled to outer-years. The
Commission approved 13 STIP amendments involving 53 projects that delayed a tota of $611 million
into subsequent STIP years. This is dightly less than the 14 STIP amendments involving 60 projects
and totaing $788 million in March, May and June 2000. Mos of the delays were from one fisca year
to the next; however, some of the delays were two fiscal years or longer. "Delays’ are neither precise
nor absolute. A delay from one fiscd year to the next can be as short as one month or as long as
23 months. Similarly, a "two-yea" delay can range from 13 months to 35 months. Moreover, it is
conceivable that some ddays are building in an added margin to avoid subsequent rescheduling
requests, it is al'so conceivable that for some projects, subsequent delays will occur.

During the 2001 project ddivery cycle, the Commisson took a particular interest in projects that
experienced prior delays. At its June 2001 meeting, the Commisson closdy examined seventeen
projects with one or more prior delays. Caltrans was the lead agency for fourteen of the projects; the
City of Santa Cruz for two projects and the County of Santa Cruz for one project. Three Catrans
projects had four identified prior delays, four Catrans and one County of Santa Cruz project had two
prior identified delays, and the remaining eight projects had at least one identified prior delay. The lead
agencies were asked to indicate the confidence level of meeting the new ddivery commitments if the
requested delays were granted. Catrans indicated it had “high” confidence in meeting the new ddivery
commitments for 12 of its 14 projects and indicated that the delivery commitment for the Hayward
Bypass and the Route 238 Connector projects in Alameda County would need to be reevauated and
revised during the 2002 STIP cycle. The two City of Santa Cruz and the one County of Santa Cruz
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project were given a “medium” confidence levd due to the environmentd issues involved. The
Commission gpproved al the delays with the understanding that the Hayward Bypass and the Route
238 Connector projects in Alameda County would be reevduated and revised during the 2002 STIP
cycle and noted that STIP project ddays will definitely serve to maintain arelatively higher cash balance
in the State Highway Account.

SHOPP Projects

For FY 2000-01, Cdtrans committed to deliver 167 SHOPP projects for $646.4 million. Catrans
also amended into FY 2000-01 and delivered an additional 90 projects worth $565.7 million. Cdtrans
delivered dl but 15 projects worth $105.3 million for an overall 94.2% project delivery rate for the
SHOPP. The FY 2000-01 SHOPP ddivery tracks very well and is very consstent with the
FY 1999-00 SHOPP ddlivery. The following chart shows how the SHOPP delivery commitment was
realized and compares FY 2000-01 againgt FY 1999-00 delivery:

FY 2000-01 SHOPP Ddlivery

# of Projects $Valueof Projects % of Proj’s % of $
Programmed 167 $ 646,411,000
Amended in _ 90 $ 565,710,000
Tota Program 257 $1,212,121,000 100.0% 100.0%
Ddivered _ 242 $1,106,850,000 94.2% 91.3%
Unddivered 15 $ 105,271,000 5.8% 8.7%

FY 1999-00 SHOPP Ddlivery

# of Projects $Valueof Projects % of Proj’s % of $
Programmed 225 $ 843,566,000
Amended in 44 $ 190,738,000
Tota Program 269 $1,034,304,000 100.0% 100.0%
Ddivered _ 258 $ 958,204,000 95.9% 92.6%
Unddivered 11 $ 76,100,000 4.1% 7.4%

The mgority of the unddivered SHOPP projects are expected to be delivered in FY 2001-02, but
some may be ddeted from the program. Cdtrans "advance ddivered” 7 projects worth
$29.3 million of future SHOPP ddivery into FY 2000-01 to make up for some of the unddivered
projects and funds. Taking into account the advance delivery efforts by Catrans, a net overall
delivery of 96.9% for thefiscal year was achieved. Depending on which of the rates of ddivery is
considered--95.9% or 96.9%--it isfair to conclude that FY 2000-01 was a year of high output and
achievement. The following chart shows how the delivery dynamic changes for the SHOPP ddivery
effort (including the advanced ddlivery projects):
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# of Projects $Valueof Projects % of Proj’s % of $
Programmed 167 $ 646,411,000
Amended in _ 90 $ 565,710,000
Tota Program 257 $1,212,121,000 100.0% 100.0%
Ddivered 242 $1,106,850,000
Advanced Deivery 7 $ 29,308,000
Totd Ddivery 249 $1,136,158,000 96.9% 93.7%

There are other types of projects not included in the Commission-gpproved SHOPP, but represent a
ddivery effort by Cdtrans and, for recordkeeping purposes, are kept under the SHOPP umbrélla
These categories of projects include: minor projects, emergency projects alocated by Catrans under
Commission Resolution G-11, Seismic Retrofit Phase | and Phase Il projects also dlocated by Cdtrans
under Resolution G-11, and SHOPP-administered TEA projects. The following table lists FY 2000-01
ddivery for the above listed projects and compares it against FY 1999-00 ddlivery:

FY 2000-01 SHOPP Ddlivery

# of Projects $ Value of Projects
Minor Projects 219 $ 97,069,000
Emergency 53 $ 26,795,000
Phase | 2 $ 5,165,000
Phase 1 11 $ 49,272,000
SHOPP TEA _ 19 $ 11,477,000
Tota Additional SHOPP 304 $190,411,000

FY 1999-00 SHOPP Ddlivery

# of Projects $ Value of Projects
Minor Projects 218 $ 95,174,000
Emergency 76 $ 44,865,000
Phase | 1 $ 677,000
Phase Il 13 $ 17,703,000
SHOPP TEA 7 $ 2,922,000
Tota Additiona SHOPP 315 $161,341,000

Asapoint of interest, the number of minor and emergency projects (272) is close to the total number of
SHOPP mgor projects (249), but the dollar valueis just 10.9% ($123.9 million versus $1.1 billion).

Annual Right-of-Way Allocation

Commisson Resolution (G-91-1) authorizes Cdtrans to sub-adlocate funds from the Commission’'s
yearly alocation for the tota Right-of-Way Program to individua projects for the acquisition of right-of-
way, relocation of utilities, and other necessary related right-of-way activities. Cdtrans is dso
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authorized to dlot funds for acquisition of hardship and protection parcels when circumstances warrant
such acquistions. At its June 2000 medting, the Commisson dlocated $195 million for the
FY 2000-01 Cdtrans Right-of-Way Program. Cadtrans was not as successful in FY 2000-01 as in
FY 1999-00 in expending the right-of-way alocation. Catrans expended only $168 million or 86% of
its yearly dlocation in FY 2000-01 versus $190 million plus a supplementd dlocation of $10 million for
atotal of $200 million or 105% of its yearly dlocation in FY 1999-00. Caltrans was not able to deliver
the Los Angeles Route 1 Pecific Coast Highway Alameda Corridor grade separation project that
involves acquiring property from an ail refinery in the vicinity of the project. Cdtrans is evauating
design options to lessen the impacts on the oil refinery property.

The following table summarizes Cdtrans FY 2000-01 Right-of-Way program activities:

Category Annual Allocation Use of Allocation
Major projects $153,000,000 $136,000,000
Minor projects $ 5,000,000 $ 6,000,000
Post-Certifications $ 20,000,000 $ 20,000,000
Hardships $ 7,000,000 $ 2,000,000
Inverse $ 10,000,000 $ 4,000,000
Totd $195,000,000 $168,000,000

Environmental Document Ddlivery

In a given year, Cdtrans must work both on environmenta documents scheduled for completion in that
year as well as on environmenta documents scheduled for completion one, two or even three years out
into the future. However, tracking completion of environmenta documents in the current year is a
particularly important early warning device to flag possible ddays of future construction projectsin later
years. For the past four years, Catrans has under-ddivered STIP environmenta documents planned
for each of the four fiscd yearsin question:

for FY 1997-98, Cdtrans planned to deliver 52 environmental documents, but only 19 were
delivered; theremaning 33 undelivered documents rolled forward, mostly to FY 1998-99,
but some further out.

for FY 1998-99, Cdltrans planned to ddiver 63 environmenta documents (including most of
those from FY 1997-98), but only 12 were delivered. The remaning 51 undelivered
documentsrolled forward, many to FY 1999-00, but some further out.

for FY 1999-00, Cdtrans planned to deliver 90 environmenta documents (including those

from FY 1997-98 and FY 1998-99) and 40 wer e delivered. Theremaning 50 undelivered
documentsrolled forward, to FY 2000-01 and beyond.
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For FY 2000-01, Cdtrans planned to deliver 89 environmentad documents (including those
from FY 1997-98, FY 1998-99 and FY 1999-00) and 54 were delivered. The remaning
35 undelivered documentsrolled forward, to FY 2001-02 and beyond.

The above data underscores the importance of Cdtrans reporting on the history of individua projects,
(i.e., how many STIP environmenta documents scheduled for a given year had earlier delivery dates
and were dready delayed a least once), rather than starting over with a clean date year after year.
Cdtrans has dightly improved its STIP environmentad document ddlivery in FY 2000-01 from prior
years, but additiona improvement is sill needed. Caltrans agreed to provide STIP environmental
milestone data on planned and actud delivery of environmental documents starting late in 2001: Notice
of Preparation, Draft Environmenta Documents and Find Environmental Documents.

Caltrans SHOPP environmenta document delivery dipped in FY 2000-01 from its excellent delivery
in FY 1999-00. In FY 1999-00, Caltrans delivered 190 SHOPP environmentad documents
compared to the planned deivery of only 164 documents, by comparison, in FY 2000-01,
Caltrans déivered only 101 SHOPP environmenta documents when their planned delivery was
150 documents. The additiond FY 1999-00 document ddivery correlates well with the additiona
SHOPP project delivery covered under the SHOPP Projects section above. Catrans amended
90 projects for $565.7 million into the SHOPP and advance delivered another 7 projects for
$29.3 million into the 2000-01 fiscal year of the SHOPP.
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1. 2000 ACTIVITY AND ACCOMPLISHMENTS

F. Local Program Ddivery — Second Annual Report

Due to the interes of the Commisson, the Governor, and the Legidature in the timely use of
trangportation funds, Regiona Trangportation Planning Agencies (RTPAS) have dedicated consderadle
effort toward improving delivery of locd federa and loca State Trangportation Improvement Program
(STIP) projects. Compared to past years, loca agencies have markedly stepped up the pace on
delivery, obligating dl, and in some cases more than their annud dlotment of federal funds (Regiond
Surface Transportation Program funds) for the second year in arow. Loca STIP project dlocationsin
FY 2000-01 exceeded 85% of the projects programmed, thisis dightly less than the 88% rate achieved
in FY 1999-00, but «ill alarge success. At the same time, other non-STIP Local Assstance project
categories were less successful. A very large unanticipated $329 million transfer from the State
Highway Account to the Federd Trangt Administration used up one third of the dmost $1 billion annud
lump sum loca assistance dlocation.

L ocal Federal RSTP and CM AQ Projects

In the padt, local agencies tended to underspend their annual share of federd Regiona Surface
Trangportation Program (RSTP) and Congestion Mitigation and Air Qudity (CMAQ) funds. Over the
sx-year period of the 1991 Federa Intermoda Surface Transportation Efficiency Act (ISTEA), locd
agencies obligated 87% of their federd funds. In stark contrast, during the first two years of the 1997
Federal Transportation Equity Act for the 21% Century (TEA-21), local agencies obligated only 41%
of their federd fundsin Federa Fiscd Year (FFY) 1998 and only 57% in FFY 1999. As aresult, by
October 1999, loca agencies had accumulated a $1.2 billion backlog of federa gpportionments and
left unused $854 million in annua Obligation Authority (OA), which Caltrans had to step in and put
towork in order to avoid surrendering the unused OA to other States.

Timely delivery of loca projects plays a key role in Cdifornid s ability to take advantage of the annud
redigtribution of federd funds from other states and to prevent the loss of Cdifornids federd funds. The
potentia loss of federd funds is a sgnificant concern to the Davis Adminigration and the Legidature.
As ddivery of loca projects lagged, Cdtrans, as the responsible fiduciary agent for the State, obligated
projects on the State Highway System, so Cdifornia would not lose any federa funds to other states.
As more STIP programming capecity shifts off the State Highway System or remains tied up in
unprogrammed county share balances and reserves, and as the more easily delivered state highway
rehabilitation projects are accomplished, it is becoming more difficult for Catrans to step in on short
order and use federa funds left unused by loca agencies. In short, if Cdiforniaisto avoid losing federd
funds to other states, locd agencies must shoulder more of the burden of using federd fundsin atimely
way without assuming that Caltrans will necessarily be able to do so. With added encouragement of
recent statutory provisions, local agencies have begun to do so.
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Assembly Bill 1012 (Chapter 783, Statutes of 1999), with its “use-it-or-lose-it” provisons, has
provided a sgnificant incentive for on time delivery of local RSTP/ICMAQ projects. AB 1012 became
law on October 15, 1999, as urgency legidation. That legidation was enacted to provide a disciplined,
structured and accountable environment for the delivery of locd RSTP and CMAQ transportation
projects. Specificdly, the legidation gates that RSTP and CMAQ funds not obligated within the first
three years of federd digibility are subject to redirection by the Commission in the fourth year. Cdtrans
is required to monitor the use of RSTP and CMAQ baances to assure full and timely use of these
funds. Loca agencies must now obligate these funds within three years. Cdtrans is respongble for
reporting what gpportionments are subject to potentid Commission redirection. When thereis one year
remaining within the three-year AB 1012-time period, Catrans must provide written notice to the loca
agencies. The agencies are required to develop a plan for obligating their balances and to implement
that plan so that none of the apportionment baances reach the three-year Commission redirection time
period. Any RSTP and CMAQ project funds not obligated by the end of the third year of availability
will be redirected by the Commission to other projects. Catrans has committed to report quarterly to
the Commission on the RSTP and CMAQ summary balances subject to potentia redirection.

First Cycle Update

Cdtrans presented the firs quarterly AB 1012 RSTP/ICMAQ locd funds report a the
Commisson’s February 2000 meeting. Cdtrans reported thet the initid balance for first cycle
RSTPICMAQ funds subject to Commission redirection on January 19, 2001 was $333.6 million.
By January 31, 2001, this baance was reduced to $257.4 million. Regiond agencies with
unobligated balances were requested to develop and submit plans for obligating the $275.4 million.

At the Commission's September 2000 meeting, Cdtrans reported that $175.7 million in loca
RSTP/CMAQ funds remained subject to Commission redirection on January 19, 2001, a reduction
of over $100 million in the unobligated balance in just six months. Caltrans Ao reported thet after a
thorough review for feeshility, dl plans submitted by regiond agencies indicated tha no
RSTP/ICMAQ local funds would be left unobligated by January 19, 2001; and, therefore, no funds
would be subject to Commission redirection.

At the Commisson’s February 2001 meeting, Caltrans reported that all first cycle RSTP funds
were obligated by the January 19, 2001 deadline and that no RSTP funds were subject to
Commission redirection. Asfor the first cycle CMAQ funds, Cdtrans reported that two agencies,
Butte and Tulare, had CMAQ balances subject to Commission redirection. The baances
subject to redirection for these regions were Butte ($372,712) and Tulare ($686,256). The
Commission redirected the funds back to the two agencies with a dipulation that the funds be
obligated by the time of the June 2001 Commisson meseting. Butte initiated a Bus Card Readers
project for $224,000 and another project for $210,000 that would reduce their CMAQ balance by
more than the required $372,712. Tulare initiated a project for $791,210, which was greater than
their balance subject to redirection.
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At the Commisson’s June 2001 meeting, Catrans reported that the Commission redirected first
cycle CMAQ funds wer e successfully obligated by the two agencies involved and the books
were closed on the firgt cycle of “use-it-or-lose-it” provisons.

The Commission noticed a glaring lack of ddivery on the pat of locd agencies in the regiond
Transportation Enhancement Activities (TEA) program. The Commission decided to impose AB 1012
type “use-it-or-lose-it” provisons on regiond TEA funds in order to boost delivery. In response to
the Commisson action, Cdtrans incorporated regiond TEA funds into the second cycle of quarterly
AB 1012 RSTP/CMAQ loca funds reports.

Second Cycle Update

The annua notice to regiond agencies for the second cycle of AB 1012 “use-it-or-lose-it”
provisons was released on December 5, 2000. At that time, second cycle RSTP, CMAQ and
regiona TEA funds subject to potentid Commission redirection on December 5, 2001 totaled
aoproximately $277 million. This was approximatdy $56 million less than the initid baance subject
to Commission redirection in the first cycle. In addition, the second cycle baances included regiond
TEA funds, whereas the first cycle contained only RSTP and CMAQ funds. Regiond agencies with
unobligated balances were requested to develop and submit plans by June 5, 2001 for obligating the
$277 miillion.

At the Commission's June 2001 meeting, Catrans reported based on March 31, 2001 data that
$132 million in locd RSTP, CMAQ and regiona TEA funds remained subject to Commission
redirection on December 5, 2001, a reduction of over $145 million in the unobligated balance from
the initia second cycle natification.

At the Commission’s October 2001 meeting, Caltrans reported, based on July 31, 2001 data that
$75 million in locd RSTP, CMAQ and regiond TEA funds remained subject to Commission
redirection on December 5, 2001. Thiswas made up of approximately $15 millionin CMAQ funds
for 9x separate agencies, $34 million in RSTP funds for three agencies, and $26 million in regiona
TEA funds for 24 agencies. This was an overal reduction of $202 million from the initid second
cycle notices.

Cdtrans adso reported the following, after reviewing the obligation plans submitted by regiond
agencies. two agencies would not be able to clear their CMAQ baances by the December 5, 2001
deadline; one agency would not be able to clear its RSTP baance; and five agencies would not be
able to clear their regiona TEA baances. The Commisson sent letters to dl agencies with
outstanding baances as of July 31, 2001 encouraging them to clear their baances by the
December 5, 2001 deadline and, if that were not possible, to seek extensions for their regiona TEA
projects and other accommodations for the RSTP and CMAQ projects. The Commission expects
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to take action on any extension requests at its December 2001 or January 2002 mesting and will
receive areport on third cycle natifications from Cdtrans at the December meeting.

It can be stated unequivocaly that AB 1012 is working as intended and a miraculous improvement was
achieved in the obligation of locd RSTP/ICMAQ funds. Locd agencies obligated 153% of their federd
fundsin FFY 2000 and 124% in FFY 2001. As aresult, by October 2001, loca agencies cut in half
their prior accumulated $1.2 billion backlog of federd apportionments to $0.6 billion. Catrans, dso
as aresult of Loca Program staff increases provided in the 1999 State Budget, provided much higher
levels of technical assstance and training to locd agencies and enabled them to achieve a high leve of
delivery. The next area of scrutiny by the Legidaure, the Commission and Cdtrans should be lagging
expenditure of obligated local RSTP/CMAQ funds by the regiona agencies.

Local STIP Projects

Senate Bill 45 (Chapter 622, Statutes of 1997) split the STIP into two broad programs: the regional
program funded from 75% of new STIP funding, and the interregional program funded from
25% of new STIP funding. The 75% regiond program is further subdivided by formula into county
shares. County shares are avalable solely for projects nominated by regions in their Regiond
Transportation Improvement Programs (RTIPs). The RTPAS may nominate both projects on the State
Highway System for delivery by Catrans (snce the gpprova of Propostion 35 by the voters in the
November 2000 eection, locd agencies now have a choice of ether usng private contractors or
Cdtrans) and projects on loca streets and roads and mass trangit projects for delivery by loca
agencies.

For FY 2000-01, locd agencies committed to deliver 762 local streets & roads and mass transit STIP
projects valued at $646.8 million. This was a dightly smaler commitment than for FY 1999-00 when
local agencies committed to ddiver 970 projects vaued a $866.7 million. This smaler commitment
was caused by the record level of STIP project rescheduling to outer-years that occurred at
Commisson mesetings in March, May and June 2000, prior to the lock down of the FY 2000-01
delivery commitment. Through June 30, 2001, the loca agencies ddivered 645 projects valued a
$552.2 million, for an overal 85% STIP delivery rate. Loca agencies asked and received alocation
extensions of up to 20 months for another 73 projects worth $57.6 million, or 10%, of the STIP project
commitment. Loca agencies lapsed 44 projects worth $37.1 million, or 5% of the STIP project
commitment. The lgpsed $37.1 million reverts back to county share balances with the next STIP period
in time for reprogramming in the 2002 STIP cycle. The locd agencies "advance delivered” 85 projects
worth $35 million of future loca STIP ddivery into FY 2000-01 to make up for the lapsed funds. The
loca agencies aso delivered 85 projects vaued a $30 million in FY 2000-01 that were to be delivered
in prior fisca years but received ddivery extensgons from the Commission.

The following chart shows how the local STIP ddivery commitment was redized in FY 2000-01 and
comparesit against FY 1999-00 delivery:
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2000-01 Fiscal Year 1999-00 Fiscal Year
Dollars Projects Dollars Projects
Programmed $646,789,000 762 | $866,665,000 970
Ddiveredin prior FYs | $102,463,000 76| $ 50,914,000 49
Ddlivered in FY $449,664,000 569 | $742,102,000 801
Time extendons $ 57,615,000 73| $ 62,643,000 72
Lapsed $ 37,047,000 44| $ 11,006,000 48
Advance ddivered $ 34,971,000 85| $115,252,000 11
Prior FY extensons $ 29,982,000 85 NA NA

State payments to local agencies for STIP projects not on the State Highway System are classfied as
"Local Assstance" and appropriated by the Legidature subject to dlocation by the Commisson. The
Commission delegated some of its dlocation authority for Loca Assgtance to Cdtrans. There are five
such Commission delegations for local STIP projects.

Panning, Programming and Monitoring Funds - Under State law  (Government Code,
Section 14527(h)), each regiona agency is permitted, in its RTIP, to request and receive up to one-haf
of 1% of its county share for project planning, programming, and monitoring (PPM). A regiona agency
that does not receive federd metropolitan planning funds is permitted to request and receive up to 2%
of its county share for this purpose (with the enactment of AB 608 (Dickerson, Chapter 815, statutes of
2001) the above maximum amounts were increased to 1% and 5%, respectively, darting with the
2002 STIP). During FY 2000-01, Cdtrans made 51 such locd planning, programming, and monitoring
delegated allocations for $15,647,000.

Rideshare Project Funds - Under State law (Streets and Highways Code, Section 164), STIP funding
made available for the regiond improvement program may be used for “transportation demand
management” projects, which includes ridesharing. While STIP projects are generdly for capitd
expenditures, the STIP Guiddines (Section 25) explicitly permit “non-capital expenditures for
trangportation systems management and transportation demand management projects that are a cost-
effective subdtitute for capitd expenditures” During FY 2000-01, Cdtrans made nine such loca
rideshare project delegated alocations for $6,600,000.

Match Fundsfor Local RSTP/ICMAQ Projects - Under Federd and State law, federd funds are made
available under the RSTP and CMAQ programs for programming by regiond agencies outsde the
STIP. Under Federd law, dl RSTP and CMAQ projects require a non-federal match. State law
(Streets and Highways Code, Section 188.5(e)) provides that, “ Notwithstanding any other provision of
law, the Commission shdl ... provide flexibility so that State funds can be made available to match
federa funds made available to regiona transportation planning agencies” In response to this mandate,
the Commission has included in its STIP Guidedlines a provison (Section 24) that permits a region to
program in its RTIP a reserve for RSTRICMAQ match. Under the Guiddine, the Commission may
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then dlocate (or may authorize Cdtrans to dlocate) funds from the reserve without amending the STIP
to identify the individud projects. During FY 2000-01, Catrans made 124 such local RSTP/ICMAQ
project delegated allocations for $6,860,000.

Loca Storm Damage and Street and Road Pavement Rehabilitation Projects - Under State law (Streets
and Highways Code, Section 164), STIP funding made available for the regiond improvement program
may be used for “locd road” projects. While STIP projects are generdly for capitd expenditures, the
STIP Guiddines (Section 25) explicitly state Commission intent “that rehabilitation projects, excluding
maintenance, on the local streets and road system remain digible for funding in the STIP.” The STIP
Guiddines dso gate that STIP funds “shdl be available to fund repair of sorm damage on loca sreets
and roads resulting from storms occurring in the winter of 1997/1998.” During FY 2000-01, Catrans
made 200 such loca storm damage/loca street and road pavement rehabilitation project delegated
allocations for $66,092,000.

Project Development Components of Local Projects Programmed in the STIP - Under State law
(Government Code, Section 14529), STIP projects are programmed in separate amounts for each of
the following components. (1) environmentd studies and permits, (2) plans, specifications, and
esimates, (3) right-of-way; and (4) congtruction. The first two components together comprise project
development. Funds expended by loca agencies for project development are from locd assstance
gppropriaions and are subject to dlocation by the Commission. During FY 2000-01, Caltrans made
54 such locd project development delegated allocations for atota of $9,258,000.

Cdltrans dlocated a total of 438 projects for a total of $104,457,000 under the above five delegation
authorizations. The Commission directly alocated another $431,735,000 worth of loca STIP delivery
during its meetingsin FY 2000-01. These numbersinclude: scheduled FY 2000-01 delivery, "advance
delivered” projects into FY 2000-01 from future STIP years and projects that were to be ddivered in
prior fiscad years but receved ddivery extendons from the Commissons and were ddivered in
FY 2000-01. The following chart summarizes the local STIP delegation authorizations and compares
the FY 2000-01 against the FY 1999-00 ddlivery:

Delegated Allocations 2000-01 Fiscal Y ear 1999-00 Fiscal Year
Dollars Projects Dallars Projects
PPM $ 15,647,000 51| $ 7,986,000 40
Rideshare $ 6,600,000 9| $ 6,463,000 11
RSTPICMAQ Match $ 6,860,000 124 $ 2,934,000 83
Pavement Rehabilitation $ 66,092,000 200 | $147,027,000 389
Project Development $ 9,258,000 541 $ 9,654,000 67
TOTAL | $104,457,000 438 | $174,064,000 590
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Other L ocal Assistance Projects

As reported above under Local Federal RSTP and CMAQ Projects, local agencies have dedicated
consderable effort toward improving the delivery of locd RSTP and CMAQ projects and are o
doing wdll in ddivering locd TEA exchange projects, but the success is not as great with respect to the
other Loca Assistance project categories, where the AB 1012 “use-it-or-lose-it” provisons are not in
force. However, the FY 2000-01 Loca Assstance appropriation is available for three years. Locd
Assigtance projects will continue to charge againgt this gppropriation over the next two years. The
following table shows how the Commisson’'s FY 2000-01 Locd Assstance dlocations, totaling
$932,569,000, were used by loca agenciesin thefirst year of availability:

Category Annual Allocation Use of Allocation
RSTP $250,000,000 $325,718,000
CMAQ $260,000,000 $ 64,519,000
Br. Rehab & Replacement $ 70,000,000 $ 42,115,000
Br. Sesmic Retrofit $ 95,000,000 $ 60,364,000
Bridge Scour $ 4,200,000 $ 0
RR Grade Crossing

Protection $ 12,000,000 $ 11,262,000

Maintenance $ 4,250,000 $ 4,250,000

Grade Separations*  $ 15,000,000 $ o*
Hazard Elimination & Safety  $ 12,000,000 $ 6,996,000
Demo Projects $112,000,000 $ 45,584,000
TEA $ 50,919,000 $ 21,121,000
State Exchange $ 44,000,000 $ 40,490,000
Miscdllaneous $ 3,200,000 $ 7,327,000
Subtotal $932,569,000 $629,746,000
FTA Transfers $ 0 $329,405,000
Total $932,569,000 $959,151,000

*Program is established by PUC in last quarter of fiscd year. Project billings are
processed in following fiscd yeer.

RSTP and CMAQ are the two funding categories where “ use-it-or-lose-it” isin effect. The above data
shows a substantia increase in the use of RSTP funds. The other categories gppear not to be as
aggressively expended, however dlocations have a three-year shelf life and additiona delivery againgt
the dlocations will continue. Cdtrans dso did $329 million worth of Federd Transt Adminigration
(FTA) transfers out of the State Highway Account to FTA to cover mass transportation projects.
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1. 2000 ACTIVITY AND ACCOMPLISHMENTS

G. Rural Counties Report — Annual Report

The Rural Counties Task Force was formed in 1988 as a joint effort between the Cdifornia
Transportation Commission and the 28 rural county Regiona Transportation Planning Agencies
(RTPAS) and Local Transportation Commissions (CTCs). The purpose of the Task Force is to
provide a direct opportunity for the smallest counties in California to remain informed, have a
voice, and help shape statewide transportation policies and programs.

The Task Force is an informal organization with no budget or staff. Meetings are held on the
third Friday of odd numbered months at the Caltrans Headquarters facility. A member of the
CTC dtaff acts as liaison to the Task Force; Commissioners, the Business, Transportation and
Housing Agency, and Caltrans staff typically attend these meetings to present information or
engage in discussions regarding statewide transportation issues that interest and affect rura
counties.

The implementation of STIP reform legidation (i.e., SB 45) in 1997 significantly increased the
responsibilities of regional transportation planning agencies. The effects were particularly
pronounced in the smallest agencies, where modest staffs were now responsible for project
specific planning, programming, and monitoring. These changes aso intensified the value and
purpose of the Task Force.

The following information is provided to highlight the challenges and accomplishments that have
involved Task Force members in 2001, as well as the issues that will continue to confront Task
Force members in the future.

ISSUES and CHALLENGES

Environmental Streamlining for Feder al Regulations

One of the greatest impediments to on-time, on-budget project delivery is compliance with
Federal environmental regulations. While an issue throughout California, it is a particularly
daunting challenge for rural agencies who are, among other activities, planning some of the most
significant bypass projects in the state, including the Willits Bypass, Prunedale Bypass, Lincoln
Bypass, and Angels Camp Bypass, which raise significant environmental issues.

More notably, rural agencies have little or no control over the environmental assessment process.
Consultations that should take a matter of weeks can often take months or years; even obtaining
information regarding delays is, at best, difficult. Rura areas are more than willing to negotiate
mitigations that are fair and equitable, but the process, as it is currently implemented, often
impedes progress.

Caltrans has tried to communicate the frustrations of rural agencies to the Federal Highway
Administration and other federal regulatory agencies. This is reflected in Caltrans Director
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Jeff Morales' July 13, 2001, letter to U.S. Department of Transportation Secretary Norm Mineta,
outlining some ways to move projects forward while meeting federal requirements.

Efforts

The Rural County Task Force has pledged to assist in whatever way possible to shorten the
timelines for Federal approvals of major transportation projects. Meanwhile, Task Force
members also serve on Caltrans Small Project Streamlining Committee, designed to find ways to
move small transportation projects forward in an expeditious manner.

Continuing I ssues

Timelines for wending through the Federal process smply cannot be accurately predicted,
and it is amost entirely beyond the control or influence of the sponsoring agency. Rural
counties have asked that the Commission continue to underscore the seriousness of this
problem to the Legidature and the Administration and be sympathetic to these facts in
dealing with timely use of funds issues.

L ocal Road Rehabilitation and M aintenance Funding

The State’'s smallest counties generally have proportionately higher miles of roadways with the
fewest resources to maintain them. The Commission recognized this need when, in 1998, it
opened the State Transportation Improvement Program (STIP) to local road rehabilitation
projects for rural and urban counties alike. Many local road rehabilitation projects subsequently
were added to the STIP, even though such projects do not fit well within the intent or the
mechanics of the STIP process and sometimes serve to preempt funding for larger projects more
common to the STIP.

The funding picture for loca road rehabilitation projects brightened somewhat with the
Governor’'s Traffic Congestion Relief Program (TCRP), via its onetime $400 million
distribution for maintenance and an estimated $120 million for each of the next five years.
Further help is offered by Assembly Constitutional Amendment 4 (ACA 4), which will go before
the voters in March 2002; that measure, which would commence when the TCRP ends, would
permanently restrict the use of the sales tax on gasoline for transportation purposes, thus offering
an on-going increase in funding for local road rehabilitation. Nevertheless, despite the welcome
relief from the TCRP and ACA 4, the backlog of local road rehabilitation is of such magnitude
that both measures combined will not generate sufficient funding to fully eliminate the backlog
of local road disrepair for rura areas.

Efforts

The Task Force has continuously focused on reducing the $1 billion backlog of rehabilitation
projects that would bring rural county roads up to “good” condition, as well as providing a
dedicated funding source for the $50 million needed annually to maintain those rural roads in
good condition. While rural counties support passage of ACA 4, they have expressed a concern
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that its passage might create the perception that the issue of local road disrepair has been
resolved. The Task Force is working to make decision makers aware that, even with the passage
of ACA 4; some of California’s smallest rural counties would continue to need additional funds
to address this ongoing backlog.

Continuing Issues

Until a sufficient, dedicated funding source is found and the backlog is eliminated, small
rural counties continue to need the option of using STIP funds for road rehabilitation.

New Project Funding Sour ces

The Rural Counties Task Force reports that existing resources are not sufficient to make the
capital improvements needed to provide effective transportation systems in rural aress.
Transportation improvements identified in local Regional Transportation Plans (RTPs), must be
limited to those projects that are “financially realistic’. More and more counties find themselves
unable to reconcile the project needs with their realistic funding expectations over the 20-year
life of these plans.

Efforts

About half of the counties represented by the Task Force have expressed interest or have taken
steps to pursue the approach taken by many urban areas. a local sales tax for transportation.
While many rural counties could meet a 50% or 55% magjority threshold, few -- if any -- could
meet the currently required 2/3 majority.

Continuing I ssues

The Rural Counties Task Force joins with their urban counterparts in supporting the

development of additional sources of funding for needed transportation projects. The Task
Force supports ACA 4 as an important first step in that effort.

ACCOMPLISHMENTS
State Only Funding

Commission and Caltrans staff worked closely with Rural County Task Force members to
develop a policy to continue to provide state-only funds for local road projects of $750,000 or
less, as well as matching funds for the federal dollars in the STIP, including Congestion
Mitigation and Air Quality (CMAQ) where applicable. The Task Force equally appreciates the
Commission’s policy to alow rural areas to exchange Transportation Enhancement Activities
(TEA) and Regional Surface Transportation Program (RSTP) funds for state-only dollars. These
policies allow Task Force members to avoid dealing with cumbersome federal processes such as
federal environmental regulations on small projects, enabling rural areas to use State funds more
expeditiously and apply scarce resources to "product” rather than "process”.
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Rural areas recognize that state-only funds are a scarce resource that is highly sought after, and
that Catrans must manage their use accordingly. However, the continuation of these
Commission policies to allow rura counties to exchange federal dollars and provide state-only
funds for small projectsis of critical importance.

Planning, Programming, and Monitoring (PPM) Funds

One key lesson from SB 45 is that quality planning, programming, and monitoring of projects
are essential to project delivery. Those activities require staffing or consultants with the
expertise to wade through the myriad of federal requirements and state procedures associated
with moving a project from concept to construction. In this regard, rural counties often find
themselves at a disadvantage: obtaining and retaining personnel or consultants with the
appropriate expertise costs money. Planning, programming, and monitoring (PPM) funds, which
SB 45 made available from the STIP, is a critical source of such funding for rural counties.
However, the statutory limit for regions to program no more than 2% of their Regiona STIP
funds for PPM places an undue restriction on rural counties. For those counties with STIP
County Shares of only a few million dollars in any given STIP cycle, 2% does not begin to
approach the costs of adequate PPM activities.

The Rural Counties Task Force has worked closely with the Regional Council of Rural Counties
to develop legidation that would increase the allowable amount allocated to PPM from 2% to
5%. This was included in AB 608 (Dickerson) in the 2001-02 legidlative session, Chapter 815,
Statutes of 2001.

Caltrans L ocal Assistance

The effects of SB 45 have included a significant increased demand on Caltrans Local Assistance
resources. Rural counties in particular depend on the expertise of Caltrans Local Assistance
program to guide them through the maze of federal and State requirements. In response to this
need, Caltrans Local Assistance staffing has tripled during the current Administration, and
Caltrans is now able to practice a more direct outreach to the local jurisdictions.

While improvements to Local Assistance are important, Caltrans' efforts can only go so far. For
example, Caltrans personnel can help to explain the new federal DBE requirements or the
processing of afedera environmental document, they cannot directly staff these efforts for small
cities or counties; hence the need for additional PPM funds and state-only funding.

The Commission and Task Force members engaged Caltrans in discussions to identify further
improvements. Task Force members have been working successfully with their Caltrans
Digtricts Local Assistance programs to facilitate better communications and information flow
between Caltrans and project sponsors and improve project delivery.
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Rural Planning Assistance (RPA) Funds

Previous efforts by the Rural Counties Task Force and Caltrans resulted in the doubling of Rural
Planning Assistance funds within the Caltrans budget starting in FY 2000-01. The primary need
and use for these additional funds is to improve the Regiona Transportation Plans (RTPs) and
transportation planning processesin rural counties.

The Task Force has acknowledged Caltrans successful efforts to improve the speed at which
agencies are reimbursed for RPA funds. In small agencies, cash flow is an issue, and Caltrans
improved reimbursement has made a big difference.

Prior to this additiona funding, some rural county regiona plans had not been updated for ten
years. With the help of these planning funds, all rura counties are expected to have updated
regional plans ready for the 2002 STIP.

Interregional Transportation Improvement Program (I TIP)

As Task Force members gear up to prepare their 2002 Regiona Transportation Improvement
Programs (RTIPs) for the 2002 STIP, so Caltrans is developing their 2002 ITIP. Under SB 45,
25% of the STIP is to be programmed into the ITIP, with primary focus outside of urban areas.
This creates a particularly strong connection between RTIP and ITIP projects for rural areas,
because so many of the Task Force members largest transportation chalenges are on the state
highway system. At the same time, many of these projects have price tags that far outstrip the
capacity and the ability of the local agencies to fund them. That is where ITIP participation
becomes so critical.

The Task Force is particularly enthused about the way Caltrans has addressed the 2002 ITIP. In
the past, the timing of the ITIP project selection had made it difficult for local agencies to
adequately coordinate their RTIP submittals for potential jointly funded projects, since they
could not anticipate what was or was not going to be included in the ITIP. In the 2002 STIP
cycle, Caltrans has been proactive in seeking RTIP/ITIP partnerships with local agencies. The
process is much more transparent, and there has been a far higher level of communication
between Caltrans and local agencies about the Department’s priorities. Of particular value is
Caltrans commitment to provide an ITIP in advance of the norma December due date, thus
giving local agencies time to craft and coordinate their RTIP submittals with the ITIP.

Commission Liaison to the Rural Counties

The transportation needs and issues of rural counties are unique, and those sensibilities need
representation on the Commission. Throughout its history, the Task Force has enjoyed and
benefited by the direct participation of a Commission member to serve as a liaison for rural
issues on behaf of the full Commission and to lend voice and insight to these issues at
Commission meetings. Continuing that tradition, the Task Force has expressed its appreciation
to the current Commission liaison, Commissioner Kirk Lindsey. Task Force members regularly
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communicate and coordinate with Commissioner Lindsey to provide input on the rural
perspective to the Commission activities.

State L evel Committee Participation

In addition to those issues and efforts listed above, various Task Force members are also
providing arura perspective to the following efforts. Many of these efforts involve participation
on committees established by Caltrans:

Interregional Transportation Strategic Plan

AB1012 Implementation Steering Committee

SB 45 Project Monitoring/Reporting Data Base

Local Assistance “Enhanced Training and Outreach”

SB 335 Transportation Issues

Caltrans, City, County, Federal Highway Administration Coordinating Group

State Planning Guidelines Development Quality Assurance Team

California Transportation Investment Strategy (CTIS)

Universal Transportation Project Identifier (UTPI) Project

Next TEA Federal Reauthorization

FTA 5310, Welfare to Work Advisory Committee, Rural Transit Issues

Intelligent Transportation Systems (ITS)

Small Project Streamlining Committee

Context Sensitive Solutions Committee

Members of the Task Force also actively coordinate with other statewide groups to share
information and perspective on transportation issues. These other groups include:
- Regiona Transportation Planning Agency (RTPA) Group

California Association of Councils of Government (CALCOG)

Regional-Caltrans Coordinating Group

Regional Council of Rural Counties (RCRC)
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H. Innovative Financing: AB 1012 L oan Program, GARVEE Bonds, and TIFIA

1. 2000 ACTIVITY AND ACCOMPLISHMENTS

A number of innovative financing tools are available to the state and regiona agencies for advancing the
implementation of transportation projects in order to provide congestion relief benefits to the public
ggnificantly sooner than would be possble usng traditiond “pay asyou go” funding mechanisms. Three
financing programs are reported on below. 1) AB 1012 Short Term Loans from the State Highway
Account (SHA) which dlow transportation agencies to borrow cash in the SHA that has been
committed to programmed projects, but not used as scheduled, for projects digible under the State
Trangportation Improvement Program (STIP); 2) Federal Highway Grant Anticipation Revenue
Vehicles (GARVEE bonds) which adlows aregion or Catrans to access future federd funds to finance a
transportation project with a cost well beyond funds currently available in the State Transportation
Improvement Program; and 3) the federal Trangportation Infrastructure Finance and Innovation Act of
1998 (TIFIA) which authorizes the U.S. Department of Transportation to provide secured (direct)
loans, loan guarantees, and lines of credit to public and private sponsors of surface trangportation
projects.

Due to the high cash baance in the SHA in recent years, around $2 hillion, and the &bility to advance
dlocations for projects from the SHA cash baance, neither AB 1012 Short Term Loans nor GARVEE
bonds have been used to date. However, a sgnificant drop in the SHA cash badance is expected in
2002, which could create a demand for these two financing tools.

AB 1012 Short Term L oansFrom the State Highway Account (SHA) Cash Balance

Government Code Section 14529.6, added by Chapter 783 of the Statutes of 1999 (AB 1012),
established a loan program utilizing SHA funds not dlocated as programmed due to project delays to
local entities to advance projects digible under the STIP that are included within an adopted Regiona
Trangportation Plan (RTP). The dtatutory intent is to expedite the use of the high cash baance in the
SHA by putting the funds to work “a the earliest possble time on needed transportation
improvements.” The loans are to be approved on afirst-come, first-served basis.

The Cdifornia Trangportation Commission (Commission) is required by Section 14529.6(e) to propose
guidelines and procedures to implement and expedite the SHA Loan Program authorized under
AB 1012 and by Section 14529.6(f) to adopt, after a public hearing, a “uniform loan agreement
package’ and the guidelines and procedures. The guidelines and the “uniform loan agreement package’
were adopted June 15, 2000.

The guidelines gpply to dl SHA loans to locd entities gpproved by the Commission. Specific activities
governed by these guiddines include independent fisca andysis, project digibility, loan gpplication
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review and gpprovd, trangmittd of funds, loan terms, “cdling” of the loan for non-compliance or defaullt,
project overruns, and monitoring and reporting.

Tota project costs must exceed $10 million, except in smaler counties. Maximum single loans cannot
exceed 50% of a county's regiona-choice STIP dlocation, nor exceed $100 million. The maximum
loan term remains four years with repayment to be made in cash from non-date sources. Projects
funded under this program must be under congtruction not later than six months after the loan funds are
transmitted; or, upon notice, the loan must be repaid with interest. The outstanding principa and interest
on defaulted loans are to be recovered from a county's next STIP County Share, plus a 5% pendlty;
defaulting counties are indigible for RIP programming until loans are repaid in full. Interest on the loans
is st at the Pooled Money Investment Account quarterly rate.

The Commisson may advance monies from the SHA in the form of loans whenever the SHA cash
balance exceeds $400 million. The total amount of outstanding loans shal not exceed $500 million &t
any one time. Twice a year, on January 15 and July 15, the Commisson is required to adopt
projections of funding availability and the period of time during which the funds will be available. On
December 6, 2000, the Commission adopted a loan capacity of $300 million over four vyears,
$400 million over three years, and $500 million over two years; on June 7, 2001, the Commission
adopted a loan capacity of $300 million for four years, and on December 12, 2001, the Commission
adopted an updated loan capacity of $100 million for four years.

No applications were received and no |oans were made under this program in 2001.

Federal Grant Anticipation Revenue Vehicles (GARVEE Bonds)

Chapter 862 of the Statutes of 1999 (SB 928) added Chapter 4 (commencing with Section 14550) to
Title 2, Divison 3, Part 5.3 of the Government Code, authorizing the State Treasurer to issue Federd
Highway Grant Anticipation Revenue Vehides (GARVEE bonds) and authorizing the Commission to
select and designate projects to be funded for accelerated construction from bond proceeds. The
Commission, in cooperation with Cdtrans and Regiond Transportation Planning Agencies (RTPAS), is
required to establish guidelines for project digibility and the implementation of GARVEE bond financing
dlocations.

GARVEE Guidelines - The Commission adopted guidelines for digibility for funding alocations under
this program on November 2, 2000. The guiddines integrated GARVEE financing into the current
STIP programming process and specified how GARVEE debt service costs will be counted against
STIP county shares or the Catrans STIP Interregiond Share. Commission gpprova of a GARVEE
bond funding alocation establishes a specific amount of bond proceeds to be applied to the project and
the term over which bonds are to be repaid. The alocation will adso include an estimate of the annua
debt service. The Commisson’s dlocation of GARVEE bond funding for a project will dsoinclude: 1)
arequest to the State Treasurer that bonds be sold to fund the project, and 2) a resolution dedicating
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and pledging any future receipts of federd transportation funds received by the State to the payment of
principd, interest and premiums on the notes for aslong as any notes remain outstanding.

The Commission intends to review these guiddines and criteria for gpproving GARVEE financing at
such time as one hdf of the satutorily dlowable federa gpportionment (15%) has been dlocated to
annual GARVEE debt service, or in 24 months, whichever occursfirdt.

Program Amendments - The GARVEE financing program was amended by two bills in 2001.
AB 438 (Chapter 113, Statutes of 2001) expanded the categories of projects igible for GARVEE
financing. The categories of projects digible for financing through the issuing of GARVEE Bonds now
include toll bridge seiamic retrofit projects, projects approved for funding under the Traffic Congestion
Relief Act of 2000; and projects programmed under the current adopted State Transportation
Improvement Program or the current State Highway Operation and Protection Program. Also,
AB 1171 (Chapter 907, Statutes of 2001) added Section 188.51 to the Streets and Highways Code,
which states that () if the department utilizes its authority to issue GARVEE Bonds from the Sate share
of federa obligation authority to fund toll bridge seismic retrofit projects, funds alocated to this project
ghdl not be counted againgt the state transportation improvement program county share for the county in
which the project is located; and (b) State expenditures for the purposes of subdivison (a) shal not
exceed 5 percent of the annua amount of federd obligation authority received by the State for a period
determined by the department.

Program Purpose - This program alows a region or Caltrans to access future federd funds to finance
a trangportation project with a cost well beyond funds currently available in one or two STIP cycles.
Theintent of the Legidature in authorizing the use of GARVEE financing in Cdiforniaisto accderate the
funding and congtruction of critica trangportation infrastructure projects in order to provide congestion
relief benefits to the public sgnificantly sooner than traditiond funding mechanisms. GARVEE financing
of a project is gppropriate when the additiona public benefits resulting from early construction exceed
financing codts.

GARVEE bonds are tax-exempt anticipation notes backed by annua federd appropriations for federa-
ad trangportation projects. They were authorized in federd law by Section 311 of the Nationd
Highway System Designation Act of 1995, which amended Section 122 of Title 23 of the United States
Code (the Federa-Aid Highway Act) to expand the digibility of bond and other debt instrument
financing cods for federd-aid reimbursement. The definition of construction was revised in Title 23,
Section 101, to include a reference to bond-related costs digible for reimbursement, including principa
and interest payments, issuance codts, insurance, and other costs incidenta to financing.

Treasurer’s Annual Determination of Bonding Capacity - On March 30, 2001, the Treasurer
submitted his second annud report on GARVEE Bonding. The 2001 analyses include scenarios with
five-year maturity GARVEE notes issued in 2002 and maturing in 2007. The analyses show a resulting
bonding capacity ranging from a low of $2.13 billion to a high of $2.57 hill