STAFF REPORT

AGENDA ITEM:  Off-Highway Motor Vehicle Recreation (OHMVR) Program Budget
for FY 2011/12.

STAFF: Daphne Greene, Deputy Director
Phil Jenkins, Chief
OHMVR Division

DATE: March 14, 2011

BACKGROUND:

On January 10, 2011, Governor Brown released his proposed budget for Fiscal Year
2011/2012 (FY 11/12). The budget contains $26.4 billion in solutions to address a
projected $25.4 billion General Fund deficit. After the introduction of the Governor’s
budget, the Senate and Assembly Budget Committees and Subcommittees met
independently to discuss the Governor’s budget.

The Senate reviewed and approved the proposed OHMVR Division budget. However,
on February 7™ at the Assembly Budget Subcommittee No. 3 hearing, the
Subcommittee expressed interest in using OHMVR Division surplus funds for purposes
of preventing off-highway vehicle (OHV) trespass at non-OHV state parks proposed to
be closed.

Approximately three weeks and four additional hearings later, the Joint Budget
Conference Committee voted to cut the OHMVR Division budget by $10 million and to
transfer the funds to the General Fund. Specifically, in FY 11/12, funding would be cut
$5 million from the Operations budget and $5 million from the Grants and Cooperative
Agreements Program (Grants Program) budget. It is unclear at this time whether the
action is a one-time loan, one-time take, or if it is an ongoing take.

REPORT AND TIMELINE:
January 10, 2011 — Governor’s Proposed 2011-2012 Budget (Attachment)

On January 10", the Administration released its proposed budget. The proposed budget
for California State Parks reflected an $11 million cut to the General Fund portion of the
Operations budget of State Parks in FY 11/12, and an ongoing cut of $22 million of
General Fund support beginning FY 12/13. It is anticipated this cut would result in
closure, or partial closure of some units of the State Parks system. The Governor’s
budget did not propose any reduction to the OHMVR Division budget.



February 7, 2011 - Assembly Budget Subcommittee No. 3 - Resources and
Transportation Hearing (Attachment)

As had been previously discussed at a hearing on February 2™, the Subcommittee No.
3 once again discussed the impacts of the proposed $11 million and $22 million cuts to
the General Fund portion of the Operations budget of the State Parks for FY 11/12 and
12/13, respectively. State Parks Director, Ruth Coleman, gave an overview of the
program and answered questions from Subcommittee members.

Subcommittee members raised concerns regarding the possible risks of OHV trespass
in closed parks. They inquired about “surplus” funding available in the OHV Trust Fund,
and expressed an interest in options for using surplus funds to support security costs for
protecting closed parks from trespass. Director Coleman responded to questions from
the Committee members and recommended that no changes be made to the
Governor’s budget with relation to the OHV Trust Fund.

The Legislative Analyst Office testified that OHV Trust Funds were “fungible” and that
gas taxes and gate fees could be used for purposes other than those associated with
OHYV use.

The Subcommittee also considered OHMVR Division budget proposals for stormwater
compliance, general plan development, and land surveys. These proposals were held
open while the Subcommittee looked into options for using OHV Trust funds to support
security costs for protecting closed state parks from prohibited OHV use.

Public testimony was heard.

February 9, 2011 — Governor Cancels Sale of State Properties (Attachment)

The Governor halted the sale and leaseback of 11 state properties. Under the previous
Administration, the FY 10/11 budget had assumed $1.2 billon in revenues from the sale
of state properties. Due to concerns that over a 35 year period the sale and leaseback
plan would cost California $6 billion more than under state ownership, Governor Brown
proposed amending the budget to include borrowing $830 million from special fund
reserves. This included a $21 million loan from the OHV Trust Fund reserve, which
represents the majority of the $25.8 million reserve balance. All loans are scheduled to
be paid back in FY 13/14.



February 10, 2011 - Assembly Budget Subcommittee No. 3 - Resources and
Transportation Hearing (Attachment)

The Subcommittee held open the $11 million and $22 million cut to the General Fund
portion of the Operations budget of State Parks for FY 11/12 and 12/13 respectively, until
further details were available.

The Subcommittee passed a motion recommending approval of an ongoing
augmentation of $5 million from the OHV Trust Fund to support security related to
protecting parks from prohibited OHV use, and recommended adopting placeholder
trailer bill language to allow use of OHV funds for security of state parks. State Parks
Acting Chief Deputy, Michael Harris, testified before the Subcommittee that State Parks
did not support the transfer of the funds as they were not needed to pay for security at
closed parks.

As a result of the ongoing discussion related to use of OHV funds, the OHMVR Division
budget proposals for stormwater compliance, general plan development, and land
surveys were held open by the Subcommittee for future action.

Public testimony was heard.

February 18, 2011 - Assembly Budget Committee Hearing (Attachment)

Although the Assembly Budget Subcommittee No. 3 had voted at its February 10"
hearing in favor of a $5 million cut to the OHV Trust Fund to support law enforcement
related to protecting closed parks from OHV trespass, the recommendation provided to
the full Assembly Budget Committee had been modified from $5 million to $27 million.
This reduction was proposed from the OHMVR Division’s Operations budget and would
shift funds to the General Fund. The Committee’s report indicated (incorrectly) the
reduction represented a 20% cut to the OHMVR Division’s Operations budget.

The Committee approved the remaining portions of the OHMVR Division’s budget. This
included approval for local assistance funding (funds for the Grants Program) and capital
outlay projects.

The hearing was not open for public comment.



February 23, 2011 - Budget Conference Committee Hearing (Attachment)
(The meeting was scheduled for the 23", but the OHMVR Division budget item did not come
up for discussion until February 24™.)

The Budget Conference Committee is the Committee which meets to resolve differences
between the Senate and Assembly versions of the budget.

When the Assembly Budget Committee approved a reduction of $27 million to the
OHMVR Operations budget, it cited the basis for this reduction was to make a 20% cut to
the Program, an amount proportional to the cut being made to State Parks.

However, the staff report pointed out the $27 million was the result of a miscalculation
and actually represented a 40% reduction to the OHMVR Division’s operations budget.

The last proposal of the meeting, related to the OHV Trust Fund was a proposal to cut
$10 million from the Operations budget, and transfer $4 million to State Parks and $6
million to the General Fund.

This item was held open for further consideration.

March 4, 2011 — Budget Conference Committee Report (Attachment)

The Budget Conference Committee adopted a budget that included cutting $10 million
from the OHV Trust Fund ($5 million from the Operations budget and $5 million from the
Local Assistance budget) and transferring the entire amount to the General Fund. The
Committee indicated this reduction is proportional to the cut being made to State Parks.

COMMISSION ACTION:

To be determined by the Commission.



