Memorandum

To: Chairman and Commissioners Date: July 5, 2000
From: Robert|. Remen File No: Kb52.1
BOOK ITEM 4.4
ACTION

Ref: Revised Transportation Enhancement Activities (TEA) Program Design

Issue: Should the Commission increase flexibility in reprogramming funds in the Transportation
Enhancement Activities (TEA) program, to allow additional funds to be added into other parts of the
state's sharerather than only into Conservation Lands?

Recommendation: Staff recommends the Commission decide among four options, represented in paragraph #30
of arevised policy resolution (that aso cleans up cross references and obsolete language).

Background: Enactment of TEA-21 in June 1998 extended the federd TEA program through FFY 2003.
Before 1998, which means prior to the STIP reforms of SB45, federd TEA funds were programmed
competitively through the STIP. Following severa months of discusson and negotiation with parties interested in
the TEA program, the Commission redesigned the way the TEA program was handled in Cdifornia, via Resolution
#G-98-20 adopted in October 1998.

The new TEA program design ismore or less modeled on SB 45, but outside the STIP. In summary, it:

leaves dl remaining old TEA projects from ISTEA in the STIP, to be delivered for Commission dlocation
or deleted by September 2000;

assigns 75% of new TEA funds ($272 million) asregiond shares, for loca assistance projects;

assgns the remaining 25% of new TEA funds ($91 million) to a Sate share, divided into three parts:

a Cdltrans share at $40 million, and a State Transportation Enhancements (STE) program at $40 million
and Conservation Lands program starting at $11 million through the Resources Agency;

alows smdl rura counties to exchange their TEA fund shares back to the state each year, dong the model
of federa local assistance exchange from SB 1435 of 1992;

directs any funds from project savings, deleted projects, or rura county exchange into the state's share, to
go to Consarvation Lands, with the intention to bring that part of the state program up to par with the two
other parts; and

expresses Commission intent that Catransincrease its loca assstance saffing and rurd planning funding, to
be funded by transferring up to $20 million of federd TEA funds into trangportation funds (as alowed in

TEA-21) if necessary.

Status: As of June 2000, only ten old TEA projects for $5.9 million remain to be delivered, dl due by August
2000; funding from any of these projects that fail delivery will revert to Conservation Lands in September, an
amount that staff now expects to come to $4.4 million. Many regiond agencies have begun programming from
their shares, and a scattering of regiond projects have been ddivered. Ten rura counties have been exchanging
their TEA funds back to the state, amounting to about $5 million over three years.
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On the gate share side, Caltrans has programmed one round from its share for $12 million, and a second round for
about $21 million is pending this month, with a third round for about $10 million expected next year. The
Commission programmed the first round of STE for $12 million in June, with a second round for $28 million duein
Fall 2001. The Commission programmed a first round of Conservation Lands in December 1998 for $11 million,
and has snce programmed two more rounds using $32 million in savings, with up to an additiond $9 million
pending a find accounting of savings in September 2000. Thus, the three parts of the state share have roughly
reached par, with $41 million for Caltrans share, $40 million for STE, and at least $43 million and perhaps as
much as $52 million available for Conservation Lands.

The Commission isawaiting at least $5.1 million more in TEA project delivery by Augug, from any of the program
parts, to use the last remaining old TEA funds from the ISTEA era due to expire on September 30. Beyond the
TEA program, Caltrans has through its own budget increased its local assistance staffing by 50%, starting in 2000,
and doubled rurd county planning funds, starting in 2001, so transfer of TEA funds as contemplated for these

pUrpOSES iS NO longer necessary.

Options. The Commission's 1998 TEA program design provided thet any savings from elsewhere in the TEA
program would return to the state share to augment Conservation Lands until it reached par at $40 million with the
other two parts of the state share. That has now happened, with Conservation Lands funding at $43 million, and
perhaps as high as $52 million depending on further project falures. Now that Conservation Lands has at least
reached par, the Commission can reconsder whether dl further savings that come back into the state share should
continue to go only into Conservation Lands, or whether good opportunities for further state programming might
also come from either the Caltrans share or the STE program.

Staff can lay out four options for Commission policy (with hybrid combinations possible too):

1. Full flexibility: whenever savings become available, the Commission could program into any of the three
parts of the state program, wherever the best opportunities for further programming presently were found;

2. Directed flexibility: the Commission could decide in advance into which part(s) of the sate program to
direct the next amount of savings,

3. Maintenance of parity: the Commisson could direct future savings into whichever part of the dae
program had received the least tota funding up to that time, to try to keep the three parts gpproximately at
parity; or

4. Continue funding Conservation Lands. the Commisson could continue the past policy to direct al
savingsto further programming in Conservation Lands.

Discussion: Among dl the various kinds of TEA projects, Conservation Lands projects, which comprise land
purchases from willing sellers, have generdly been delivered the most quickly and used large chunks of funds. Thet
has been important as the September 2000 deadline loomed for ISTEA-era TEA funds to expire, and other
projects to which the funds were programmed failed ddlivery. However, the next deadline, when TEA-21-era
TEA funds will expire, does not come until September 2006, along way off.

For the past couple of years, about 80% of savings have come from old ISTEA-era TEA projects failing to be
delivered. After September that mgor source of savings ends, snce the Commisson will cancd dl remaining
ISTEA-era TEA projects undelivered a that time. Beyond September, further TEA funds may dribble into the
date share on an ad hoc basis, as rurd counties exchange their funds each year, or savings accrue from projects
built for less than their programmed cost, or STE or Cdtrans projects fal (regiond share savings now stay in the
region). The amounts coming in will probably be smal, in the hundred-thousands range, enough to fund only
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relatively smal projects, whereas the typica Conservation Lands project has been large, with only 4 out of 22
projects under amillion dollars.

These two factors, the loss of urgency for replacement project delivery and the mismaich between typica
Conservation Lands project size and the amounts of future funding expected to be available, leads to the conclusion
that reexamination of the policy to add al savings only into Conservation Lands is now timely. In addition,
Commission gaff has heard complaints from sponsors of other kinds of TEA projects that Conservation Lands has
now gotten more than its fair share in competitive isolation.

The generd notion that maximum flexibility yieds the best results, plus the limited opportunities offered by relatively
smal amounts of funding, would seem to favor the full flexibility option. However, this option presents problems of
subjectivity and arbitrariness. The Commission may have trouble deciding effectively among available enhancement
project choices, epecidly when the projects are from widdy different enhancement categories such as scenic
beautification or historic preservation, given that its expertise liesin trangportation.

The directed flexibility and maintenance of parity options offer two ways around these problems. Directed
flexibility would seem attractive in @ least two circumgtances. Firdt, if another round of STE or Cdtrans
programming were coming due soon, and the Commission had only a smal amount of savings to work with, the
mogt effective direction might come from adding the savings to extend programming at the margin in the upcoming
round. Second, the Commisson might have a particular policy it might want to test or pursue. For example, staff
reported a the January meeting about the option to use TEA funds to add an environmental component to
transportation projects to help expedite project ddivery, as has been done in some Eastern states, an option the
Commission might want to condgder and test through Cdtrans share. The maintenance of parity option would not
provide such choices, but would establish a clean state policy up front insulated from subjectivity, arbitrariness, and
unfar divison.

The Commission discussed a change in policy at the March meeting, but decided to wait to verify that Cdtrans
next budget indeed continued the 50%-higher funding leve for loca assstance saff from lagt year, and included a
new 100% increase in state funds for rurd county planning. Both have made it into Cdtrans FFY 2001 budget.
The generd sense of the March discusson favored changing the current policy that plows al savings into
Consarvation Lands, with individua Commissioners spegking in favor of both full flexibility and directed flexibility,
and no oppostion heard to ether. The Commisson could aso choose a hybrid policy, dlowing for directed
flexibility if the Commisson wanted, with a fdlback to ether full flexibility or to maintenance of parity if the
Commission had no reason at the time to presdect the next direction.

Thus gaff has brought back a modified verson of the draft resolution discussed in March, with options laid out in
paragraph #30, for action this month. The attached resolution would replace the Commission’s October
1998 TEA program design Resolution #G-98-20, amending it in three ways, to:

change the policy for use of further funds coming to the state share, as the Commission directs;

eliminate obsolete and confusing references to the potentia transfer of federad TEA funds to fund increases
in Cdtrans locd assistance staffing and rurd planning, which are now moot; and

reorganize to improve darity and diminate now-irrelevant references in the origina resolution, for example
to the transition between the prior 1996 STIP and post-SB 45 1998 STIP.

The atached policy resolution shows substantive changes with strikeouts of prior language and bold print,
highlighted within subgtantial organizationd changes, which for clarity and focus are not delineated.



DRAFT

CALIFORNIA TRANSPORTATION COMMISSION
RESOLUTION #G-00-___
Supersedes and Replaces Resolution # G-98-20

FEDERAL ENHANCEMENT (TEA) PROGRAM UNDER TEA-21

Commission Objectives

Allow agencies with greater expertise and interest in TEA projects — regions, State resources
agencies, Cdtrans—to take alarger rolein TEA project decisons.

Minimize the number of TEA projects in the STIP, Shce most TEA projects serve a predominatey
locd interest.

Maximize regiond discretion and dlow regions to sreamline programming.

Use TEA funds to add onto dtate highway projects, to produce projects with joint
environmental and transportation purposes or teke advantage of particular community or
environmenta enhancement opportunities.

Presarve a date-leve environmental enhancement program for prOJects of sgnlflcant Satewide

Augment transportatl on m|t| gatl on banks W|th Iarger bI od<s of scenic land dong trangportation
corridors, to build up environmentally-va uable contiguous habitat preserves.

Expedite ddivery of TEA projects.

Ensure that regions not wanting or able to use TEA funds can exchange them, to the state or among
themselves, and take steps to prevent lapse of any federal TEA funds.

TEA Program Framework

1. Thefedera TEA program requirement is estimated at $410 million through FFY 2004, with $346
million from TEA-21 through FFY 2003 and an estimated $64 million beyond TEA-21 for FFY
2004. Regiond and date agencies may program up to seven years of TEA funds, from the six
years of TEA-21 (FFY 1998 through FFY 2003) plus FFY 2004, with the understanding that the
increment for FFY 2004 depends on Congress extending TEA beyond TEA-21 into the next
federd trangportation act that follows, and s0 is not guaranteed funding. The TEA Program will
pardld the sate-local lit caled for in the STIP, with programming divided 75% to regiona shares
and 25% to a gtate share, which yields $308 million for regiona shares (an increase of 30% over
the 1998 Fund Egtimate and 43% over ISTEA funding levels) and $102 million for the ate share.



2. The Commisson intends broad flexibility for regiond shares. All regiond shares will be handled as
direct loca assstance grant programs, in the manner of Regional STP and CMAQ local assistance,
outsde the STIP, authorized annudly through the State Budget and the Commisson’s lump sum
alocations for local assstance programs.

3. The Commisson intends to divide the Sate share into two parts. The Commisson will assgn
$40 million of the gtate share (or more as funds may be transferred) to Cdtrans through the
SHOPP, to be used as enhancements with state highway projects or to implement state plans for
enhancements. The Commission will make available up to $30 million of the Sate share (or more
as funds may be transferred) as a resources share, for a statewide transportation enhancements
program and a conservation lands program, carried out through authority of the state Environmental
Enhancement & Mitigation program, usng guiddines modified to fit better with federd TEA
program requirements.

4. The Commission will adlow smal counties (less than 200,000 urban population) that decide not to
use thar full TEA sharesto exchange TEA funds to the state for State transportation funds, modeled
on the exchange of other federa funds described in SB 1435 of 1992, with the TEA funds to be
added into the state share as described bel ow-forthe-conservationtandsprogram.  Other larger
counties that do not have statutory authority for state funds exchange may trade TEA funds among
themsdlves.

Regional TEA Shares

5. The Commission issued a provisona 7-year estimate of regional TEA shares, in Resolution #G-99-
16 adopted June 8, 1999, subject to actua apportionments released annualy by Congress and the
Federd Highway Adminigration. Esimated regiond TEA shares may change year by year until
2003, and 2004 is trend-line projection only; in particular federal budget surpluses and the 2000
nationa census may affect federa funding levels and formulas.

6. Regions may program ther full 7-year TEA shares, and, in keegping with overdl locd assigtance
programming practice, let late delivery determine which projects may not receive funding by 2003.
Any region that does program its full estimated 7-year TEA share early runs two risks.  having to
backfill with other funds or delete programming if its year-by-year TEA share should end up smdler
or if Congress declines to extend the TEA program beyond 2003, or having to ded with a smal
incremental remnant amount if its TEA share should end up larger.

7. The Commisson expects regions to split programming over a least two TEA rounds, with a first
round one committing one-third to one-hdf of the regiond TEA share by 1999, and a second one
by about 2001, but smaller regions with less than $1 million in totd TEA share may find it more
practicd to program dl in one sngle round.
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8. A regiond agency may program any type of TEA project digible under federd law, usng its own
choice of time schedule, programming palicies, goplication forms, number of programming rounds,
etc. Cdtrans will develop guideines and an gpplication form for use by regions that choose to do
0.

9. The region would retan and reprogram regiond TEA shares if new regiond TEA projects
subsequently fail.

State TEA Share: Caltrans Share

10. Cdltrans may useits TEA share to fund enhancements added into SHOPP or STIP projects, or to
implement state plans (prepared by Cdtrans in cooperation with other dtate agencies) for TEA
activities through the SHOPP. The Commission intends that the Caltrans share be used for
Caltrans own projects, not for local assistance projects.

11. Cdtrans will use guiddines gpproved by the Commisson on January 14, 1999 to govern the
process to be used and choice of projects for its TEA share.

12. The Commission intends that Caltrans program funds from its TEA share by SHOPP (or STIP)
amendment, on an ad hoc schedule, using standard amendment procedures.

13. The funding for Cdtrans TEA share ($40 million initialy) will be provided to the SHOPP through
the fund estimate, but part or al may be exchanged into the STIP for transportation funds.

State TEA Share: Resour ces Shares

14. The Commission intends that the resources share (up to $80 million initidly) be used toward two
three-purposes.  a datewide transportation enhancements program and a conservation lands |
program, conssting of competitive statewide rounds of TEA programmi ng under the generd
authority for the state EE&M program-a ! »




15. With an initid amount up to $40 million, or more as funds may be transferred, the Commisson
intends to fund a satewide transportation enhancements program for projects of date interest
proposed by state agencies (except Caltrans), federa agencies, and regiond, local, and other
(private non-profit) agencies with a state agency partner (which may include Cdtrans), under
guidelines broadened to include al digible federd TEA categories, in two (or more) rounds of

programming.

16.

17.

18.

19.

20.

21.

The Commission gpproved an amendment to add Pat C to the dat€'s current Environmenta
Enhancement & Mitigation program guidelines, dated December 9, 1999, to govern the
programming of the dtatewide trangportation enhancements program, to bring in the broader
requirements of the federd TEA program, for afirst round of programming in Spring 2000.

The Commission expects projects proposed for the statewide transportation enhancements program
to be reviewed and ranked in an open process designed and managed by the Resources Agency,
which would make program recommendations for Commission gpprova.

With an initid amount up to $40 million, or more as funds may be transferred, the Commission
intends to fund a consarvation lands program, to preserve large blocks of scenic lands aong
transportation corridors with high vaue for habitat conservation, in conjunction with the opportunity
for trangportation mitigation bank lands for future transportation projects, to be owned and
managed by resources agencies.

The Commission invites joint gpplications for scenic conservation lands projects from Catrans and a
public resources agency, including the opportunity for transportation mitigation bank lands to be
funded as needed from regular transportation funds plus enhancement acreage to be funded with
federd TEA funds, other federd, Sate, regiond, or loca agency or private funds may aso be
included.

Conservation lands projects must meet federd TEA digibility for scenic acquidtion, must dlow
Cdtrans an opportunity to enlarge or enhance transportation mitigation bank lands, with the lands to
be managed by a resources agency, and require joint approva by the Resources Agency and
Cdltrans, under generd authority of the EE&M program.

The Commisson agpproved an amendment to add Pat B to the a€'s current Environmenta
Enhancement & Mitigation program guidelines, dated December 3, 1998, to govern the
programming of the conservation lands program, to bring in the broader requirements of the federa
TEA program, for afirst round of programming in December 1998.
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Exchange of TEA Funds

22. Smal counties (less than 200,000 urban population) may exchange TEA funds they do not want to
spend for TEA-dligible projects to the state for transportation funds, on an annual basis, modeled on
the exchange of other federd funds described in SB 1435 of 1992.

23. All regions may trade trangportation and TEA funds among themsdves, limited only by the
requirement to inform the Commission and Caltrans after such trades have been made.

24. The Commisson made available a window from October 1998 through July 1999 during which a
smal county could exchange al or a part of its FFY 1998 and 1999 TEA funds to the Hate.
Subsequent exchanges are done annudly, following digtribution of annua federd loca assgtance
gpportionments.

25. The Commission expects the state to come out with a net increase in its TEA share after exchanges
with smal counties and deletion of earlier TEA projects that fal to be deivered (as discussed
below), to be added to the state share-te-a /el 3
deseribodobane,

Remaining TEA Projectsfrom Earlier TEA Rounds

26. The Commission intends that all federal funds apportioned for TEA be programmed and
spent for TEA purposes. The Commisson and Cdtrans will fund dl TEA projects, whether
existing (1996 STIP) or newly programmed, delivered through September 2000 using the oldest
federd TEA funds fird, to forestal federa funds lapse. To the extent that old TEA funding (from
ISTEA) may be used for new TEA projects, new TEA funding (from TEA-21) will be freed up for
old TEA projectsthat comein later.

27. Regions may supplement existing (1996 STIP) TEA projects with additiond TEA funding, through
their TEA programming process, and may seek a STIP amendment to trade one 1996 STIP TEA
project of regiond interest for another. The state will not add funds to or trade 1996 STIP TEA
projects, and will transfer TEA funds from 1996 STIP TEA projectsthat fail to the Sate share.

28. The date will track and delete from the program any existing (1996 STIP) TEA projects not
delivered by September 2000. Under SB 45 the region retains the program capacity, and may
replace the failed TEA project(s) with new TEA projects, or other transportation projects. To the
extent that regions use freed-up program capacity for transportation rather than TEA projects, the

Commission will add the unused TEA funds to the date share-to-adgment-the-conservation-tands




3 Sbove—The state may transfer federal TEA funds for other |
types of federal transportatlon funds as a last resort, only if lagging ddivery of TEA projects
threatens lgpse of TEA funds near the end of the digible period for ISTEA (September 2000) or
TEA-21 (September 2006) funds.

Additional Funding for the State Share

30. The Commisson expects a continuing but intermittent flow of TEA funds to the state
share, from deetion of 1996 STIP TEA projects that fail, savings from previous state
share projects, and exchange of small county sharesto the state. The Commission
Option 1: from time to time may assign these additional funds into the Caltrans or
either part of the resources shares, wherever the opportunity for further programming
appearsbest at thetimethe funds are available,
Option 2: will designate these additional fundsto go into the Caltrans or either part of
the resour ces shares before a next round of programming,
Option 3: will assign these additional funds among the three parts of the state share so
asto keep the Caltrans and both parts of the resources sharesat parity in total funding
levelsoverall,
Option 4: will direct these additional funds toward an additional round of conservation
lands, and may accumulate funds until a sufficient amount is in hand for a round of
pprogramming,

following an opportunity for public discussion at aregular Commission mesting.

TEA Program Procedures

31. The Commisson adopted guideines and an application form for TEA projects sponsors, for
optiond use by any region that wants to. The Commisson has dso goproved guideines for
Cdtrans use of its share, and for the statewide transportation enhancements and conservation lands
programs within the Resources Agency’s EE&M program guidelines.

32. In the absence of a federd TEA program defined in State law, Catrans must seek budget capacity
each year for expenditure of federd TEA funds through other state programs. SHOPP, EE&M
program, and Regiona STP locd assstance program.

33. TEA program decisons for both regiona and state shares must be made in an open public decision
process, with an opportunity for parties interested in the TEA program to present comments.

34. Regions mugt provide Cdtrans with certain minimum information relating to dl TEA projects:

1) two copies of the application for projects to be programmed, so Caltrans (on behaf of
FHwA) can review for TEA digibility before a TEA project can be amended into the
Federd STIP, and keep aloca assstance program adminigtration file in both a didtrict and
the headquarters office;

2) its updated regiond mailing list periodicdly, so Cdtrans can keep a current Statewide
malling lig;

6



3) the regiond schedule for TEA programming rounds a least two months in advance of the
due date for gpplications; Catrans will post this information on a web dte, as a centrd
location available to interested parties; and

4) acurrent contact person responsble for TEA programming.

35. Federal TEA funds must be matched, at about 88.5% federal/11.5% match rate. The Commission
expects project sponsors to provide the match funding, and to commit to cover any cost increases if
projects turn out to be underfunded (particularly for the gtate environmenta enhancement and
consarvation lands programs). State Highway Account funds can be used for match only for direct
trangportation projects, for projects quaifying for the SHOPP or STIP, or for TEA projects being
built as part of alarger trangportation project.

36. Federd innovative and flexible funding methods will remain available for TEA projects, including
programmetic match, in-kind match, and federal fund front-loading.
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