
Education 

University of California 
HASTINGS COLLEGE OF LAW 

ITEM 108 of the Budget Bill 

FOR SUPPORT OF HASTINGS COLLEGE OF LAW 
FROM THE GENERAL FUND 

Items 108-109 

Budget page 285 

Amount requested ,..-_____________________________________________ $348,486 
Estimated to be expended in 1959-60 fiscal yeuL___________________ 303,114 

Increase (15.0 percent) _________________________________________ $45,372 

TOTAL RECOMMENDED REDUCTION__________________________ None 

ANALYSIS 

The 1960-61 budget request is for $348,486, or an increase of 15.0 
percent. These additional funds are requested for a workload increase 
to provide for a total complement of three positions due to an antici­
pated enrollment increase of 37 stndents and the need to divide the 
second year class into two sections. as the number of advanced students 
increases. 

The major item of iucrease in plant operation expense includes the 
first one-third increment of the recurring maintenance painting pro­
gram. 

The major item of increase in equipment is $7,000 to replace movable 
tablet arm chairs with fixed tables and chairs in one classroom. 

We recommend approval of the budget as submitted. 

BOARD OF CONTROL 
ITEM 109 of the Budget Bill Budget Page 287 

FOR SUPPORT OF BOARD OF CONTROL FROM THE GENERAL FUND 
Ainount requested ______________________________________________ $14,656 
Estimated to be expended in 1959-60 fiscal year_____________________ 14,611 

Increase (0.3 percent) ___________________________________________ $45 

TOTAL RECOMMENDED REDUCTION__________________________ $402 

ANALYSIS 

The reduction of equipment costs as offset by a $402 increase in tem­
porary help plus a $50 increase in operating expenses has resulted in 
a net increase of $45 in the support of this agency. 

The current and estimated workloads presented, in our opinion, do 
not justify the requested increase in temporary help. We believe the 
minor clerical assistance provided on occasions by the Department of 
Finance should be continued. 

We recommend that tlte amount of $402 for temporary help be 
deleted from the amount requested for this budget item. 
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Item 110 Oontroller 

STATE CONTROLLER 
ITEM 110 of the Budget Bill Budget page 297 

FOR SUPPORT OF STATE CONTROLLER FROM THE' 
GENERAL FUND 
Amount requested ______________________________________________ $3,524,787 
Estimated to be expended in 1959-60 fiscal year____________________ 3,157,532 

Increase (11.6 pel'cent) _________________________________________ . $367,255 

TOTAL RECOMMENDED REDUCTION__________________________ None 

ANALYSIS 

The State Oontroller receives appropriations for support from the 
General Fund and several special funds. These special funds appropria­
tions are shown under separate budget items which appear later in 
our analysis. To provide a clearer picture of the total budget request, 
we will discuss the special funds items that show significant changes 
here with the main item of support from the General Fund. 

The following is a summary statement showing the total expenditures 
and budget requests by funds. 

A.ctual Estimated, Proposed, Ohange from 
J;'"nd 1958-59 .1959-60 1960-61 1959-60 

GeneraL _______________ $3,147,268 $3,357,686 $3,728,459 $370,773 (11%) 
Postwar Unemployment 

and Construction ____ _ 
State School Building Aid 
Motor Vehicle FueL ____ _ 
Motor Vehicle Transporta~ 

6,246 
115,773 
499,939 

132,288 
570,034 

tion Tax ____________ 171,015 205,850 
Redemption Tax ________ 207,515 217,984 

131,618 
571,181 

-670 (-0.5%) 
1,147 (0.2%) 

202,210 -8,640 (-1.8%) 
230,745 12,761 (5.9%) 

Totals _____________ $4,147,756 $4,483,842 $4,864,213 $380,371 (8.5%) 

Two major improvements which result in economies are finalized in 
the budget of the State Oontroller. The first is the change from the use 
of a conventional tabulating system to an electronic data processing 
system. The second is the procedure to be used for aUditing claims. 

As far back as 1955, the staffs of the Disbursements and the Adminis­
tration Divisions were well aware of the growth factors and other com­
plex problems that would face the Oontroller in future years. Search 
for new methods and equipment began in that year. However, types of 
equipment that wonld suit the Oontroller's purpose and would be feas­
ible from an economic. standpoint were not, in his opinion, on the market 
until 1957. At this time an intensive two-year study of the various 
types of equipment began, problem areas were defined and staff mem­
bers studied the equipment of all major companies. Finally, the prob­
lems and objectives were submitted to four major machine companies 
for proposals. On February 2, 1959, the Ohief of the Disbursements 
Division submitted to the State Controller a report on the various 
systems proposals for his selection of the system that best suited the 
operations involved. This new system is anticipated to save in the 
neighborhood of 1 million dollars over the next five years. The plan­
ning and research was done by the present staff of the State Oontroller, 
a~ld in our opinion the report produced was excellent. rrhe new equip­
ment is scheduled to be in operation in January 1961. 
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Controller Item 110 

State Controller-Continued 

The new procedure for auditing claims is as follows: 
1. Agencies are required to file separate claims schedules for claims 

of $500 or more to one payee, claims for payments against con­
tracts and all other claims. 

2. The audit of claims scheduled by agencies for less than $500 shall 
be limited to an audit for legality with full audit of only a sample. 

3. The present checking of all claims by calculating machine operators 
for other than mathematical correctness shall be performed by 
claim auditors. 

4. The checking of contract payments to contract cards shall be per­
formed by regular claim auditors. 

5. Permits to operate privately owned motor vehicles shall not be 
submitted to the State Controller's office. 

'l'his new procedure will result in the elimination of nine positions at 
a cost of $39,204 in the 1960-61 fiscal year. We agree with the proposed 
system and procedure as outlined above. 

The overall budget request of the State Controller for the 1960-61 
fiscal year shows a request for 39 proposed new positions and the 
equivalent of 2.1 additional positions throug·h salary savings; 28.8 
permanent positions were to be abolished, and 28 limited term and 
temporary positions not renewed. This represents a llet decrease of 15.7 
man-years. Total expenditures, however, are increased $377,371 as com­
pared with the current budget estimate. The reduction in man-years 
is due to a series ox changes in procedures. Also, new laws passed in 
the 1959 General Session account for requests for some additional 
personnel. The explanation of these lncreases and decreases is as follows: 

Administration Division 

1 Senior Research Technician (budget page 289, line 26) ______ $9,384 
We recommend approval of this position. 
In carrying out his responsibilities as a member of 17 boards and 

commissions, the State Controller is lacking adequate professional and 
research assistance. The new position will meet this need for staff 
assistance. 

Accounting Division 

1 Accountant A"dito;· (b"dget page 290, line 17) ____________ $5,565 
2 Intermediate Typist-clerics (budget page 290, line 18)______ 7,516 
1 Intermediate Cleric (budget page 290, line 19) _____________ 3,758 

We recommend approval of these proposed n·ew· p·ositions. 
As a result of the Uniform Disposition of Unclaimed Property Act 

enacted by tbe 1959 IJegislature, an allocation in the amount of $34,195 
was necessary from the Emergency Flmd to employ additional belp 
with related operating expenses and equipment to carry out this new 
provision from September to June 30 in the current fiscal year. Three 
temporary and four permanent positions were added to process aban­
doned property reports and related documents. With the completion of 
official records at the end of the current fiscal year; the three temporary 
positions in the current budget will be eliminated. The request for 
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Item 110 Controller 

State Controller-Continued 

retention of four permanent positions is based on staff needs for main­
taining this program. This Unclaimed Property Act is expected to 
produce new General Fund revenues of $3 million in the current year 
and $2 million in the 1960-61 fiscal year. 

County Budgets and Reports Division 

1 Consultant (Budget Page 291, Line 77) ___________________ $9,347 
We "ecommend approval of making this position pe,.,nanent on the 

basis that it will take five years to complete the unif01'm accounting sys­
tem and requi"e continuous supm'vision thereafter in training county 
personnel, !revising the manual and imp1"Oving acco'ltnting proced-nres. 

Pursuant to provisions in the Government Code, the State Controller 
is installing uniform accounting procedures for all counties. The posi­
tion of Consnltant with responsibility for devising and supervising this 
program was filled March 1959 and is dne to expire at the end of the 
fiscal year. The State Controller requests that the position be put on a 
permanent basis beginning in the 1960-61 Fiscal Year. 

Disbursements Division 

1959 Legislation (Survivors Benefits, Gas Tax Refunds, 
Investment Accounting) 

4 Tab Machine Operators (Budget page 293, Une 27) _______ _ 
1 Key Punch Operator (Budget page 293, Une 29) _________ _ 
5 Intermediate Accountant Clerks (Budget page 293, Une 33) 

Increased Workload 

1 Accounting Tab Machine Supervisor (Budget page 293, Une 
21) _________________________________________________ _ 

1 Senior Tab Machine Operator (Budget page 293, Une 24) __ 
2 Tab Machine Operators (Budget page 293, Une 27) _______ _ 
1 Key Punch Operator (Budget page 293, Une 29) ______ ~---
1 Intermediate Clerl' (Budget page 293, Une 31) ___________ _ 
1 Intermediate Account Clerk (Budget page 293, Une 33) ___ _ 

Electronic Data Processing System 
5 Accounting Tab Machine Supervisors (Budget page 293, lines 

$17,346 
3,834 

18,621 

$4,186 
3,158 
6,547 
3,834 
3,630 
3,724 

36-43) ____ ___________________________________________ $34,022 
2 Key Punch Operators (Budget page 293, Une 44)__________ 5,580 
3 Accountant Technicians (Budget page 293, Une 47)________ 9,880 
1 Intermediate Stenographer-clerk (B"dget page 293, Une 48) 3,810 

We recommend approval for these proposed positions. 
The work improvement program for this Division will reduce the 

total staff from 160.7 positions in 1959-60 to 157.2 positions in 1960-61 
and to an estimated 107 positions in 1961-62, amounting to an antici­
pated total reduction of 53.7 positions by 1961-62. 

Staff requirements for new positions in the 1960-61 fiscal year as 
listed above are explained as follows: Ten positions to serviee programs 
enacted by the 1959 Legislature, including Survivors Benefits, Gas Tax 
Refunds and Investment Accounting; eleven positions to devise, install 
and operate the Electronic Data Processing System; and seven posi-
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State Controller-Continued 

tions to handle increased workloads, six of which will be eliminated by 
the end of the 1960-61 fiscal year upon conversion to the Electronic 
Data Processing System. These new positions are distributed among the 
Los Angeles, San Francisco and Sacramento offices of the Division. In 
the current fiscal year, the Division has converted the bond investment 
g~s tax refund, unclaimed property and survivors benefits account~ 
from the manual system to electrical accounting machines as part of 
its work improvement program. 

Inheritance and Gift Tax Division 

2 Tax Examiners (Budget page 294, lines 45 and 49} ______ . __ $12,720 
1 Accountant Auditor (Budget page 294, line 47}___________ 5,364 
1 Junior Counsel (Budget page 294, line 51}_______________ 5,496 
1 Intermediate clerk (Budget page 294, line 52}____________ 3,630 

The five new positions for the Sacramento and Los Angeles offices 
maintain the existing level of service for the increased workloads and 
acldit';onal refund duties. On the basis of the data below, we agree with 
this request. 

In the past few years, the overall workload for this Division has 
increased due to the growth in the number of returns and amount of 
tax revenues. Beginning September 1959, the division issues inheritance 
tax reftmds formerly done by the counties as stipulated by the 1959 
Legislature. The increased workloads are reflected in the following esti-
mated data: 1959-60 1960-61 

Tux revenues ___________________________ $51,200,000 
Tax returns ____________________________ 28,917 
Positions _______________________________ 86 

. Returns pel' position _____________________ 336 

$61,500,000 
30,317 

91 
333 

l'he rapid turnover in inheritance tax appraisers due to the method 
of appointment has probably temporarily thrust a heavy burden on the 
civil service staff. We believe the State should continue to explore the 
possibility of eliminating the existing statutory method of appointing 
inheritance tax appraisers as outlined in our 1959 analysis. 

The budget request of the Office of Controller shows the elimination 
of 28.8 permanent positions which are abolished and discontinuance of 
the equivalent of 28 positions in limited term positions and temporary 
help. In the Division of Disbursements, 18.8 positions are abolished due 
to the installation of the Electronic Data Processing System. Another 
position is abolished as a result of the improved program for gas tax 
refunds. In the Audits Division, nine positions are eliminated as a 
result of the new procedures for auditing claims j as outlined previously 
in our analysis. Reductions in temporary help include 4.8 positions elim­
inated in the Accounting Division due to improved procedures in the 
investment accounting and unclaimed property programs, two positions 
in the Disbursements Division as the result of reduced personnel re­
quired in the installation of the Electronic Data Processing System, 
and 3.2 positions reduced in the Tax Collection and Refund Division 
due to improvements in issuing gas tax refunds and changes in admin­
istering the liquid petroleum fuel tax enacted by the 1959 Legislature. 
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Items 111-113 ControJler 

STATE CONTROLLER 
ITEM 111 of the Budget Bill Budget page 297 

FOR ADDITIONAL SUPPORT OF TAX COLLECTION AND REFUND DIVI­
SION AND BUREAU OF HIGHWAYS ACCOUNTS AND REPORTS FROM 
THE MOTOR VEHICLE FUEL FUND 
Amount requested -______________________________________________ $539,181 
Estimated to be expended in 1959-60 fiscal yeal'_____________________ 538,034 

Increase (0.2 percent) __________________________________________ $1,147 

TOTAL RECOMMENDED REDUCTION _________________________ c None 

ANALYSIS 
The Tax Collection and Refund Division collects the gasoline tax and 

makes refunds of gasoline tax for non-highway uses. The Bnreau of 
Highway Accounts and Reports in the County Budgets and Reports 
Division reviews reports and audits accounts of cities and counties in 
respect to street and ):oad expenditures. 

1'1'" e recommend approval. 

STATE CONTROLLER 
ITEM 112 of the Budget Bill Budget page 297 

FOR SUPPORT OF TAX-DEEDED LANDS DIVISION FROM THE 
STATE REDEMPTION TAX FUND 
Amount requested ______________________________________________ $216,047 
Estimated to be expended in 1959-60 fiscal year_____________________ 203,588 

Increase (6.1 percent) _____________ ~~~~~ ___ ~____________________ $12,459 

TOTAL R ECO M MEN DE D RED U CTI 0 N __________________________ None 

ANALYSIS 

The Tax Deeded IJands Division administers general procedures for 
sale of tax delinquent property and tax deeded lands and redemptions 
of land deeded to the State for nonpayment of taxes. It also provides 
counties information relative to processing property taxes and delin­
quent taxes. 

1'1'" e recommend apP'"oval. 

STATE CONTROLLER 

ITEM 113 of the Budget Bill Budget page 297 

FOR ADDITIONAL SUPPORT OF TAX COLLECTION AND REFUND DIVI­
SION FROM THE MOTOR VEHICLE TRANSPORTATION TAX FUND 
Amount requested ______________________________________________ $186,210 
Estimated to be expended in 1959-60 fiscal year_____________________ 189,850 

Decrease (1.9 percent) _________________________________________ _ $3,640 

TOTAL RECOMMENDED REDUCTION _________________________ _ None 

ANALYSIS 

The Tax Collection and Refund Division collects the gross receipts 
taxes on trueks and buses, makes refunds and distributes proceeds as 
provided for by the motor vehicle transportation license tax law. 

1'1'" e recommend approval. 
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Equalization Items 114·115 

STATE CONTROLLER 
ITEM 114 of the Budget Bill Budget page 297 

FOR ADDITIONAL SUPPORT OF STATE CONTROLLER FROM 
THE STATE SCHOOL BUILDING AID FUND 
Amount requested _____________________________________________ _ 
Estimll ted to be expended in 1959·60 fiscal ycar ___________________ _ 

Increase (0.1 percent) _________________________________________ _ 

TOTAL RECOMMENDED REDUCTION _________________________ _ 

ANALYSIS 

$123,988 
123,838 

$150 

None 

This appropriation made from the State School Building .Aid Fund, 
reimburses the State Controller for the cost of auditing the expendi. 
tures of school districts for property financed by state loans under the 
School Building .Aid Program. 

We recommend approval. 

BOARD OF EQUALIZATION 
ITEM 115 of the Budget Bill Budget page 298 

FOR SUPPORT OF STATE BOARD OF EQUALIZATION 
FROM THE GENERAL FUND 
Amount requested ______________________________________________ $12,687,913 
Estimated to be expended in 1959·60 fiscal year ____________________ 12,553,591 

Increase (1.1 percent) __________ ,..._______________________________ $134,322 

TOTAL RECOMMENDED REDUCTION __________________________ $147,423 

Summary of Recommended Reductions Budget 
AnWltnt Page Line 

Administration: 
1 Associate tfLX counsel _____________________ .:... ________ _ $9,384 300 28 
2 Assistant tux counsel ______________________________ _ 14,016 300 29 
1 Junior-intermediate stenographer-clerk _______________ _ 3,810 300 30 

Business Taxes-Headquarters: 
Additional equipment for gasoline -tax fraud squud ______ _ 6,754 301 82 

Property Taxes: 
Intercounty Equalization Division: 

1 Associate real property appraiser _________________ _ 7,356 303 50 
1 Assistant real property appraiser _________________ _ 6,060 303 51 

Assessment Standards Division: 
2 Assistant real propel'ty appraiser _________________ _ 12,120 303 53 
1 Assistant estimator of building construction ________ _ 6,672 303 54 
1· Assistant administrative analyst __________________ _ 6,060 303 56 
1 Junior-intermediate stenogmphel'-clerk ____________ _ 3,810 303 57 

Automobile Mileage-Reduction to 1958-59 Level: 
Administration _________________ ..:. ___________________ _ 1,017 300 44 
.Business taxes-headquarters ________________________ _ 259 301 73 
Business taxeS-districts ____________________________ _ 4,950 302 25 
Property taxes _____________________________________ _ 520 303 74 

Automobile l\lileage-Eliminate Home-to-office Driving: 
Business taxes-districts ____________________________ _ 5,280 302 25 
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Item 115 Equalization 

Board of Equalization-Continued 

Sumrriary of Recommended Reductions-Continued 
Budget 

Automobile Replacements: Amount Page Line 
Administration _____________________________________ _ $3,760 300 57 
Business taxes-districts _____________________________ _ 39,480 302 .31 
Property taxes _____________________________________ _ 1,880 303 80 

Typewriter Replacements: 
Administration _____________________________________ _ 1,755 300 57 
Business taxes-headquarters ________________________ _ 3,120 301 82 
Business taxes-districts _____________________________ _ 8,070 302 31 
Property taxes _____________________________________ _ 390 303 80 

Total ______________________________ c ____________ $147,423 

ANALYSIS 

During the past year this ag'ency has undergone a major reorganiza­
tion, some phases of which are still in process. The general plan follows 
that recommended in a study by an outside consultant, Mr. George 
Lawrence Hall of San Francisco, in a report submitted to the agency in 
September 1957. The need for such a study was pointed out by the De­
partment of Finance in June 1957, and has been recognized by this 
office for a number of years. 

As a result of the reorganization, the form of the budget presentation 
of the agency differs radically from that in former years. The main 
differences are that all activities, including those financed from special 

. funds, have been grouped into three major units: Administration, 
Business Taxes and Property Taxes, instead of into seven separate divi­
sions as in former years. 

We believe the reorganization is a step in the right direction and 
that the next logical step would be the incorporation of the agency into 
a centralized department of revenue, headed by a director appointed by 
the Governor. . 

Administration 

'rhis group includes the board members, the executive secretary and 
four units reporting directly to him: Legal, Internal Audit, Personnel 
and the Administrative Service Division, which in turn includes Ad­
ministrative Analysis, Time and Cost Analysis, Accounting, Tabulating, 
General Services and Statistics. 

The legal section consisting of 17 attorneys and 9 clerical, represents 
a consolidation of separate units formerly located in general administra­
tion, sales tax, headquarters and district offices. 

From 1948-49 to 1959-60, the legal staff increased from 10 to 17, an 
increase of seven, of which Olle was budgeted, two were added on an 
emergency basis because of the local sales tax program, and the remain­
ing four were added by the conversion of other existing positions with­
out legislative review. Likewise, during the same period the staff of 
administrative analysts was increased from one to eight, an increase of 
seven, all of which were established by conversion of other existing posi­
tions, without legislative review. The creation of 11 new positions, four 
attorneys, and seven analysts by the conversion process, implies that the 
positions converted, which were probably all auditors, were overbudg­
eted in the first instance which seems to be indicated by the fact tbat 
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during the same period, auditor positions performing functions now 
grouped in the Business Tax Division decreased from 1,013 to 887, a 
decrease of 126, partly as a result of reductions by the Legislature on 
Our recommendation, reductions which were budgeted, and reductions 
made by the Department of Finance in the exercise of its budgetary 
control function. 

We mention the foregoing since it has a direct bearing on the recom­
mendations which follow: 

A training officer II position, at a salary range of $782-950, budget 
page 300, line 32, is requested in the Administrative Service Division, 
reporting directly to the administrative service officer II. It is pro­
posed to establish this position by the conversion of an existing super­
vising auditor I position in the Business Tax Division, with a salary 
range of $710-862. 

We recommend approval of the establishment of the training officer II 
position on the basis proposed. 

Such a position was recommended in the Hall report and in the basic 
internal study prepared by the board's own staff in June 1958, and 
there is an abundance of evidence in the latter of a lack of uniformity 
and lack of proper standards in many of the functions performed in 
the field offices, which deficiencies a properly supervised training pro­
gram should tend to reduce. 

A training officer position was included in the 1958-59 Budget, and 
shown as having been established during 1957-58, by the conversion 
process, without previous legislative approval. This position was deleted 
by the Legislature on our recommendation, because it had never been 
filled, its location in the administrative structure of the agency had not 
been determined, and it represented an increase in the level of service. 
In view of the reorganization which has taken place since, of the de­
ficiencies disclosed by the basic internal study, and of the fact that 
training; on an unco-ordinated and limited basis is being carried on 
within the agency at present, we believe these objections no longer 
apply. 

It is interesting to note that the manner in which this new position 
is being established involves no immediate increase in costs, which gives 
recognition to the principle that needed new services can often be ob­
tained by the curtailment of less needed existing services without the 
necessity of appropriating additional funds. 

Lego151011 

One of the functions performed by the Legal Section is in connection 
with one of the major statutory responsibilities of the Board of Equal­
ization, namely, the hearing of appeals from actions taken by the 
Franchise Tax Board. 

In the past the board has devoted approximately one day per month 
to hearing such appeals-at which the attorneys for the taxpayer and the 
Franchise Tax Board submit briefs and oral arguments, after which the 
Board of Equalization takes the matter under submission, and in due 
course issues its opinion. These opinions are prepared by the legal staff 
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of the Board of Equalization, not by the board members themselves. The 
legal staff also performs other services incident to the conduct of these 
hearings, such as doing preliminary research and briefing the board 
members on the points of law involved. 

At the present time 459 such appeals are pending and cases are being 
received and cleared at the rate of approximately 125 cases per year, 
with three attorneys devoting their time to this work. 

Three additional attorneys and one stenographer-clerk are requested 
for the legal staff, two of the attorneys for work on franchise tax ap­
peals, one for sales and highway tax hearings, and the stenographer for 
the necessary clerical assistance. 

We recommend approval of the three additional attorneys and one 
clerical position shown on budget page 300, lines 28 to 30, subject to 
the following conditions: . 

1. All three attorneys be used exclusively on processing Franchise 
Tax Board appeals, and 

2. The positions be established by the conversion of existing positions 
in the same manner as the four attorney positions, the seven administra­
tive analyst. positions and the training officer position previously re­
ferred to without the appropriation of any additional funds. 

Since there are always vacant positions in a large agency such as 
this, due to turnover, the establishment of the new positions by the con­
version process should be as easy of accomplishment in the future as it 
has been in the past. 

Accorrl!ingly we recommend deletion of funds for the following new 
positions reqnested for the legal staff: 

Position 
1 Associate tax counsel _____________________ _ 
2 Assistant counsel ________________________ _ 
1 Junior-intermediate stenographer-clerk ______ _ 

.A.1nount 
$9,384 
14,016 
3,810 

Total __________________________________ $27,210 

Budget 
Page Line 
300 28 
300 29 
300 30 

There has been no evidence presented that there is any need for an 
additional attorney for sales and highway tax hearings. On the other 
hand, there is considerable evidence that the appeals from the Fran­
chise Tax Board are not being given appropriate attention. 

It is stated that the addition of two attorneys for this work will 
eliminate the current backlog of 459 pending appeals in 5t years. We 
believe that it should be done more promptly than this. 

An analysis of the pending appeals at December 31, 1958, contained 
in the working papers of the Auditor General, which we have examined 
disclosed some significant facts. At that time 394 cases were pending: 
involving $6,400,000 in tax deficiencies and $3,100,000 in refunds. Of 
the pending cases, 153 involving deficiencies of $3,126,000 and refunds 
of $785,000 were in the status of "ready for hearing," and some had 
been in that status for well over a year. This suggests that the board 
itself is dilatory in not holding more frequent hearings. Another 68 
cases involving deficiencies of $578,000 and refunds of $234,000 were 
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under submission awaiting preparation of an opinion and had been in 
that status for an average time of 18.9 months, one of them for 50 
months. None of these involved "illegal activities," such as bookmak­
ing, pinball machines, etc. This suggests the need for more attorneys 
for the preparation of opinions. 

We believe that delays, such as the foregoing, are unfair to the tax­
payer and since they retard the collection of possible additional reve­
nne, are detrimental to the best interests of the State. 

Business Tax Division 

In this division all activities formerly carried on separately by the 
Sales Tax Division, the Division of Highway Taxes and the Bureau of 
Tax Assessment (beverage taxes) plus the new cigarette tax, are con­
solidated under a sing'!e head, the newly created Assistant Executive 
Secretary, Bnsiness Taxes, with activities for all taxes integrated along' 
functional lines, rather than organized on a tax-administered basis, as 
in the past .. This is a development which we believe was long overdue 
and there are already indications of significant improvements in ad­
ministration resulting from the fact that the best procedures heretoforc 
developed with respect to anyone tax are now being applied uniformly 
to all taxes. 

We believe that significant savings can result from this integrated 
administration and that the Department of Finance in exercising its 
budgetary control functions should be on the alert to translate these 
savings into actual reductions in expenditures. 

One area which should bear close scrutiny, and which is still in the 
transitional stage is the organizational structure in the headquarters 
office, where the need for certain existing high level administrative 
positions appears questionable, since the supervisory responsibilities of 
these positions have been SUbstantially reduced as a result of the re-
organization. ' 

These positions are as follows: 
Title 

Assistant sales tax administrator __________ _ 
Highway tax administrator _______________ _ 
Ohief, beverage tux division _______________ _ 
Assistant transportation tax administrator __ _ 

Total _______________________________ _ 

Pay Ra1tge 
$1,100--1,250 
1,050--1,200 

821-1,000 
782-950 

Salary Reqttested 
for 1960-61 

$15,000 
14,400 
12,000 
11,400 

$52,800 

The budget aug'mentation of $963,600, authorized by the 1959 Legis­
lature, which included 55 additional positions for administration of the 
new cigarette tax was found to have been excessive, and 28 of these 
positions h!1ve been eliminated, plus certain equipment which was not 
needed. 

With respect to fielc1 office organization, the lines of authority have 
been clarified and district tax administrators now report to a single 
individual, the assistant secretary, instead of to several, as formerly. 
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Additional Equipment 

Equipment for Business Taxes-Headquarters of, $30,232, budget 
page 301, line 82, includes the following additions which are proposed 
for the so-called highway tax fraud squad: 

Item 
3 Binoculars

l 
7 x 50 (night glasses) __________________________ _ 

2 Radio--two-waYI automobile ______________________________ _ 
2 Telephones, mobile radio ___________________________________ _ 
2 Automobiles, light _______________________________________ _ 

Amount 
$600 
1,244 

800 
4,110 

Total __________________________________________________ $6,754 

The 1958 Legislature approved an augmentation, including the addi­
tion of two positions, a compliance supervisor II and a senior field 
representative, and the purchase of two additional automobiles for 
purposes of better enforcement of the Motor Vehicle Fuel Tax Law 
with respect to collection of the tax on stolen gasoline. 

Currently the squad consists of a tax compliance supervisor I, located 
in headquarters and four senior field representatives, two in San Jose 
who cover the Bay area, and two in Los Angeles. 

Its activities consist, among others, of criminal investigations in­
volving surveillance of storage facilities where thefts of gasoline are 
suspected to be taking place and the trailing of trucks suspected of 
transporting stolen gasoline. 

It is stated that much of the work is carried on at night, that the 
binoculars are needed to facilitate identification of suspects, and that 
the two-way automobile radios and the mobile radio telephones which 
are for use of field representatives on foot are needed to facilitate 
intercommunications where several field representatives are involved 
in the same investigation. 

The justification for the additional automobiles is that "successful 
trailing of trucks suspected of transporting stolen motor vehicle fuel 
requires two automobiles because criminals easily become alert to a 
one .. car taiL" 

We recommen,l elimination of the proposed additional equipment 
Usted above in the amount of $6,754. Budget page 301, Une 82. 

-Our reasons are that the highway tax fraud squad does not have any 
such equipment at the present time and appears to be operating on a 
reasonably successful basis without it, and to add such equipment would 
constitute a definite increase in the level of service. 

Furthermore, it is our view that primary responsibility for gather­
ing evidence for purposes of criminal prosecutions lies with local law 
enforcement agencies rather than with the Board of Equalization, which 
should concern itself primarily with the tax collection function. 

With particular reference to the two additional automobiles, if addi. 
tional "undercover" cars are necessary for this operation, we believe 
they should be obtained from the Department of Finance pool which 
has such cars available in Los Angeles, San Francisco and Sacramento. 
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Property Taxes 

Effective April 23, 1959, the three divisions of the board concerned 
with property tax matters were placed under the direction of the newly 
created position of Assistant Executive Secretary, Property Taxes. 
These divisions, which appeared as separate organizational units in 
prior budgets, are the Intercounty Equalization Division, the Assess­
ment Standards Division, including the County Contract Mapping 
Unit, and the Valuation Division. The Intercounty Equalization Divi­
sion assumed the functions formerly reported under the Research and 
Statistics Division, with the exception of the purely statistical function 
performed by five people, which was transferred to Administration. 

In the current budget all property tax activities, with the exception 
of County Contract Mapping, are grouped together and shown as a 
single activity (budget page 303), although the three divisions con­
~inue to fUllction as separate units, as in the past, without any integra­
tion of their activities. The County Contract Mapping Unit is shown 
separately and its entire costs are paid by the counties. 

Intercounty Equalization Division 

This division makes sample appraisals in each county for determining 
the assessment ratios which are basic to the intercounty equalization 
process. The agency believes that legislation enacted at the 1959 Session, 
which became effective September 18, 1959, will have an effect on the 
workload and two additional appraiser positions are accordingly 
requested. 

The reasons given are that sample appraisals will be required in each 
county at least once in every three years instead of at less frequent 
intervals, in some cases, as in the past, and that the pUblication of 
assessment ratios, and the use of these ratios as the basis for calculations 
involving school equalization aid and school construction loan repay­
ments will require more thorough documentation of the data supporting 
the ratio calculations. 

We recommend disapproval of the following two additional positions 
requested. B1eduet 

AmQunt Page Line 
1 Associate real property appraiser_______________ $7,356 303 50 
1 Assistant real property appraiser_______________ 6,060 303 51 

2 Total _____________________________________ $13,416 

Our reasons for this recommendation are that we do not believe that 
the 1959 legislative changes necessarily involve any increase in workload 
and that the request is, in effect, one to increase the level of service. 

Chapter 1682, Statutes of 1959, repealed Chapter 1466, Statutes of 
1949. It also provides that the board shall make sample appraisal sur­
veys in each county at least once every three years, and requires the 
board to publish the assessment ratios for each county not later than 
September 2 of each year, after giving the assessor of each county an 
opportunity to review the board's calculations with respect to his 
county, which are also a matter of public record. The first of such 
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publications :-vill be September 2, 1960, since the law did not become 
effective until September 18, 1959. 

Chapter 1786, Statutes of 1959, requires the board to notify the Su­
perintendent of Public Instruction not later than October 1 of each 
year of the factor by which the assessed values of property on the local 
roll in each county must be modified to conform to the statewide aver­
age, and provides further that in all cases where the assessed valuation 
of a school district enters into a calculation involving allocation of 
state funds, or the repayment of school building construction loans, the 
assessed valuation shall first be adjusted to the statewide average by 
application of this factor. 

The agency contends that pUblication of ratios and use of the data 
in connection with school apportionments and loan repayments will 
bring greatly increased pressures to bear· on the whole process and 
require appraisers to, in effect, do a better job. We believe such a result 
can be achieved without any increase in staff, since the program, under 
its present supervision and control, has been in operation only since 
July 1, 1957, and the work can be expected to improve as the appraisers 
become more experienced. 

The agency also contends that even though the program has been 
budgeted for the last two years on the basis of a survey in one-third 
of the counties every three years, it has not been able to survey all 
counties within a three-year period because of the need for surveys in 
certain counties at more frequent intervals and that therefore the 
mandatory requirement for surveys, at least every three years in each 
county, will increase the workload. 

However, the mandatory three-year requirement does not become 
fully operative until the year 1962-63, and it appears appropriate to us 
therefore to defer any request for an increase on this basis to a later 
date. 

Furthermore, if surveys during 1959-60 are completed as scheduled, 
all counties in the State will have been surveyed at least once within 
the most recent three-year period with the exception of Lake, Lassen, 
and Sierra (each of which was surveyed during 1956-57) which have 
a combined total of two-tenths of one percent of the total locally assessed 
property in the State. During the same period, four counties, Los 
Angeles, El Dorado, San Luis Obispo, and Santa Barbara, will have 
been surveyed twice. 

In view of this it appears to us that the present staff as it becomes 
more experienced and improved procedures 'are developed, should be 
adequate for a program which requires a survey in each county at least 
once eyery three' years. . 

Assessment Standards Division 

This division furnishes assistance to county assessors of two general 
kinds: (1) activities not related to ·any particular county such as the 
development of standards and techniques through the issuance of gen­
eral instructions in the form of manuaLs, handbooks, etc., and (2) ap­
praisal instruction in individual counties upon request. 
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Five additional positions are requested beeause it is stated that the 
publication of assessment ratios as provided in Chapter 1682, Statutes 
of 1959, will increase the pressure upon assessors for intracounty 
equalization, with resulting increases in their staffs and in requests 
from the assesSOrs for assistance, and because the board believes that 
the cost of the proposed increase in staff will be more than offset by 
larger repayments to the State of school construction loans than would 
occur· in the absence of a program of increased assistance to the 
assessors. 

We recommend against approval of 
positions req"ested for this p"rpose: 

the following five additional 

Amount 
2 assistant real property appraiser ________________ $12,120 
1 assistant estimator of building construction ______ 6,672 
1 assistant administrative analyst _________________ 6,0.60. 
1 junior-intermediate stenographer-clerk ___________ 3,810. 

5 Total _____________________________________ $28,662 

Budget 
Page Line 

808 58 
808 54 
808 56 
30.3 57 

We do not believe that this is a workload increase, and it was not so 
considered in the original budget presentation, since the creation of 
more pressure on individual assessors, if it should develop, is not, of 
itself, evidence of the need for additional assistance from the State. 

The passage of Chapter 1786, Statutes of 1959, which requires adjust­
ment of all assessed values to the statewide average, for purposes of 
calculation of state aid to school districts and repayment of construc­
tion loans, will have the effect of adjusting existing inequities between 
districts arising out of variations ill assessment levels. 

Increased repayments to the State from school districts for school 
construction loans can only result from a general increase in assess­
ment levels in school districts, since repayment is conditioned on a con­
cept of ability to pay as evidenced by the tax rate required for debt 
service on the district's own bonds, with no repayment if the rate cal­
culation exceeds 40 cents per $100 of assessed valuation. If assessment 
levels are raised the rate required for debt service will drop, since the 
amount required is constant. This will result in a tax increase ill those 
districts where the rate required is less than 40 cents. 

It is the contention of the Board of Equalization that the publication 
of assessment ratios reqnired under Chapter 1682, Statutes of 1959, 
will tend to reduce the statewide average assessment ratio, which will 
reduce assessment levels in the school districts, which in turn will re­
duce repayment of school district loans. We agree that any reduction 
in the statewide average assessment ratio will tend to reduce the amount 
of the repayments of school loans but we do not agree with the assump­
tion that publication of -the assessment ratios will necessarily tend to 
reduce the statewide average assessment ratio. We believe that Ii more 
likely effect is that it will tend to stabilize assessment ratios in the vari­
ous counties at the statewide average. 

The Board of Equalization further contends that effective pressure 
to encourage assessors to maintain a standard level of assessments can 
only be exercised by the Board of Equalization through its intercounty 
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equalization and assessment standards work, and that unless some addi­
tional effort is made by the board staff to maintain or inerease the 
present assessment ratios in the several counties, the reduction in the 
amounts of school building construction loan repayments could easily 
exceed $1 million per year. 

In urging that the present assessment ratios in the several counties 
be increased in order to increase school building loan repayments to the 
State, the board, in effect, is recommending that taxes in the impover­
ished school districts be increased since these are the districts involved 
in the school buildiug loau program and its attendant repayment 
features. 

It is our view that the responsibilities of the Board of Equalization, 
under Chapters 1682 and 1786 of the Statutes of 1959, are limited to 
ascertaining and reporting the facts as to existing assessment ratios 
and do not include the policy determination of the level at which the 
statewide average assessment ratio should be maintained. 

As we pointed out in our 1959-60 Analysis, we do not regard the cost 
of furnishing appraisal instruction to individual counties on a request 
basis as a cost which should be borne by the State, but believe that to 
the extent ,that it is needed, it should be furnished the counties on a 
wholly reimbursable basis, in the same manner as mapping services or 
co-operative personnel services, and we recommended that the appro­
priation requested for the Division of Assessment Standards for that 
year be cut in half to eliminate state responsibility for this service. We 
are still of this opinion and believe that it would be appropriate at this 
time, in view of recent legislation, to give serious consideration to 
decreasing rather .than increasing the activities of the Division of 
Assessment Standards, by elimination of positions used for appraisal 
instruction in individual counties on a request basis. 

Valuation Division 

The Valuation Division places values on public ntility properties 
which are the basis for the property tax assessments against the ntil­
ities; A part of the process consists of field inspection and appraisal of 
certain kinds of property at periodical intervals. A necessary tool in 
the process is the so-called code area map, one or more of which is 
prepared for each county and kept up to date, since the number and 
location of taxing jurisdictions is constantly changing, There are 5,131 
separate taxing jurisdictions in the State at present, the overlapping of 
which gives rise to approximately 12,000. separate code areas, a code 
area being defined as an area in which all property has the same com­
bination of tax rates. 

The agency is requesting one additional associate real property ap­
praiser and one additional assistant real property appraiser because 
of an increase in the number of property appraisals, due to the growth 
factor, and two additional delineators to revise the maps to a current 
basis. 

We recommend approval of these f01£r positions ona workload basis. 
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Utilities own two kinds of property, operating or "unit" property 
which is property used in the utility operation and is' assessed as a 
whole or on a "unit" basis for the entire system, with the total value 
prorated to the various code areas on various bases, and non-operating 
or "non-unit" property which is owned or leased by the utility and 
not used in its utility 'operations, which is assessed individually in the 
same manner as other non-utility property, although not at the same 
ratio a county would assess such property. Land owned by a railroad, 
adjoining its right-of-way but leased to an oil company for a service 
station would be an example of "non-unit" property. 

Until recently, field inspections of both "unit17 and "non-unit" 
properties were made at the same time interval, four to seven years, but 
the agency is now of the opinion that "non-unit" property should be 
inspected more frequently in order to bring valuations more into line 
with those for comparable locally assessed property, and for this pur­
pose is requesting five additional positions. 

We recommend approval of the fonowing five positions requested for 
this purpose: Budget 

Amount Page Line 
2 Associate real property appraisers ______________ $14,712 303 60 
2 Assistant real property appraisers ______________ 12;120 803 61 
1 Calc~lating machine operator __________________ 3,372 303 63 

5 Total _____________________________________ $30,204 

We recognize that a problem exists with respect to the "non-unit" 
properties, which in the case of railroads, amount to almost one-quarter 
of their total, since the State has been assessing such property at 50 
percent of market value, whereas the cOlmties would assess at closer 
to 25 percent. These properties are not part of the rate base and there~ 
fore it is correct, we believe, to have their assessment related to locally 
assessed properties rather than the unit property assessment level. 

However, we believe that it would be more appropriate for such 
properties to be assessed by the local assessors than by the State,as 
recommended in the Staff and Oonsultant's Report of February 1959, 
to the Joint Interim Oommittee on Assessment Practices. 

Automobile Mileage 

Automobile mileage, which is included in "travel in-state" under 
operating expenses as budgeted, has been calculated at $.038 per mile 
for the number of miles estimated for 1960-61. The actual and estimated 
mileage, by divisions and years, is as follows: 

A.ctual 
Division 1958-59 
Administration ____________________ 94.733 
Business taxes-headquarters _______ 26,172 
Business taxes-districts ___________ 2,297,773 
Property ,taxes ____________________ 319,321 

Totals _________________________ 2,737,999 
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Miles 
Estimated 

1959·60 
120,500 
33,000 

2,375.398 
333,000 

2,861,898 

Estimated 
1960·61 

121,500 
33,000 

2,404,673 
333,000 

2,892,173 
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There has been no justification. given as to why the estimated 
mileage for either 1959-60 or 1960-61 should exceed that for 1958-59, 
particularly for business taxes-districts, where the authorized posi­
tions which might involve travel j that is, auditors and compliance rep­
resentatives, was actually slightly higher in 1958-59 than in either 
1959-60 or 1960-61. Furthermore; in five of the districts estimated mile­
age for 1960-61 is actually less than the actual for 1959-60. 

We recommend that amto mileage inclnded in travel in-state be re-
dnced $6,746, as follows: Amotttt! at Budg,t 

Division Miles $.038 per mire Page Line 
Administration _________________ 26,767 $1,017 300 44 
Business taxes-headquarters ____ 6,828 259 301 73 
Business Taxes-Districts: 

Los Angeles _________________ _ 
San Francisco ______________ _ 
Oakland ___________________ " __ 
San Bernardino _____________ _ 
San Diego __________________ _ 
San Jose ______ ~ ____________ _ 
Sacramento _________ ~ _______ _ 

Total Business Taxes, 

927 
35,799 
49,109 
15,589 

5,785 
10,954 
12,105 

Districts ~ ___ ~_~ ___ ~_ 130,268 
Property taxes _________________ 13,679 

Totals ____________ ~ _____ ~_ 177,542 

$4,950 
520 

$6,746 

302 
303 

24 
74 

The effect of this recommendation will be to reduce the authorized 
mileage for 1960-61 to the level experienced in 1958-59 in those operat­
ing units where there has been no voluntary reduction by the agency. 

Misuse of State Cars 

The Auditor General in the course of an audit of the Board of 
Equalization has made a review of automobile usage in five of the 
largest districts of the Board of Equalization, which districts contaiu 
70 percent of the total field staff of the board. A very detailed examina­
tion was made of the travel logs of the vehicles in those instances where 
there was any indication of the misuse of state cars under the pro­
vision of the law, Board of Control rules, and pertinent sections of 
the Administrative Manual. The data in the travel logs, taken in COll­

junction with other pertinent data, such as the normal work assign­
ments of the individuals to which the cars were assigned, indicate that 
on a yearly basis, 28 cars were driven a total of 138,948 miles in home­
to-office driving, which, at the rate budgeted for automobile mileage of 
$.038 per mile, amounts to $5,280. 

We recommend a rednction of $5,280 in anto mileage to eliminate 
provision for home-to-office driving as a fnrther "ednction in travel 
in-state, bndget page 302, line 25 for 1960-61. 

We have reviewed the procedures used and examined the detailed 
working papers supporting these calculations and believe that the data 
therein adequately supports the recommended reduction. 'I'he data in­
dicates that the cars in question were operated on a personally assigned 
basis, were regularly stored at night at the home of the individual to 
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whom assigned, and that the individuals involved included high rank­
ing staff members, such as District Tax Administrators and audit and 
compliance supervisors whose normal work assignments would include 
very little travel. 

This raises the questiou as to why such individuals needed personally 
assigned cars, and suggests that the complement of agency-owned 
vehicles in these districts may be excessive. 

Undercover Cars 

It has come to our attention that the Board of Equalization has 
several agency-owned" undercover cars, " that is, cars without the state 
insignia on the outside of each front door and with license plates in 
the regular series used for nonexempt vehicles, which makes them in­
distinguishable from a privately-owned vehicle, and it appears that 
some of these cars are assigned, on an individual basis, to the deputies 
to the board members. 

Section 5001 of the Vehicle Code of 1959 specifies, in effect, that such 
cars are to be used only by law enforcement officers investigating actual 
or suspected violations of the law in line of duty. It is difficult for us 
to see how the deputies to members can be regarded as regularly func­
tioning in such a capacity. 

Section 5002 of the Vehicle Code of 1959 provides a procedure 
whereby undercover cars can be maintained in the Department of 
Finance pool and assigned only for use in accordance with the pur­
poses intended in the law, and there is a substantial number of such 
cars in the pool at the present time. 

We believe that if all undercover cars were to be placed in the De­
partment of Finance pool, there would be better assurance that the 
use of such cars would be limited to the purposes for which the law 
intended. 

It appears to us that possibly this could be accomplished under the 
present law if the Department of Motor Vehicles would merely refrain 
from issuing "undercover" plates to other than the Department of 
Finance pool cars and strongly recommend that if possible, the Depart­
ment of j110t01' Vehicles take s"ch action. 

Undercover cars are peculiarly susceptible to misuse since the risk 
of detection is almost nonexistent. 

When undercover cars are operated on an individually-assigned 
basis, particularly when they are regularly g'araged at the residence 
of the person to whom assigned, as appears to be the case with the 
Board of Equalization cars in question, there would appear to be two 
serious consequences: 

1. The temptation to use such a car for personal purposes is very 
great. 

2. The car will be used to a considerable extent for official business 
of a kind where an undercover car is not needed. 
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Furthermore, it appears to us that the use of undercover cars on a 
statewide pooled basis would have an advantage from the law enforce­
ment standpoint since, in many instances, the same enforcement officer 
would not be using the same car continuously. It also appears likely 
that on a statewide pooled basis, the number of undercover cars re­
quired could be substantially reduced. 

Automobile Replacements 

Included in the amount budgeted for equipment for 1960-61 is $60,120 
for automobile replacements. This includes $15,000 to replace the four 
heavy cars assigned to the four elected board members (a 1955 Buick, 
two 1956 Chryslers and a 1957 Chrysler), $3,760 for two light cars to 
replace wrecks, and $41,360 to replace 22 light cars in other sections 
of the agency. 

We recommend elimination of $45,120 for the "eplacement of 24 
light automobiles, distributed as follows.: 

Division No. 
Administration (to replace wrecks) __ 2 
Property taxes ____________________ 1 
Business taxes-districts ___________ 21 

Totals ________________________ 24 

Amount 
$3,760 

1,880 
39,480 

$45,120 

Budget 
Page Line 

300 57 
303 80 
302 30 

As a necessary corrollary we recommend that sufficient funds be pro­
vided elsewhere for augmentation of the Department of Finance pool 
to the extent necessary to enable it to furnish adequate services to the 
Board of Equalization on a rental basis. 

We made a similar recommendation in 1954 with respect to Board 
of Equalization cars based in the Sacramento area, which was approved 
by the Legislature. 

The Department of Finance pool contained 111 passenger cars on 
September 30, 1953, or 1.8 percent of the state-owned total of 6,120, 
whereas on June 30, 1959, it contained 1,604 passenger cars or 20.3 
percent of the state-owned total of 7,895. 

The pool is equipped to furnish adequate service on a daily rental 
basis in Los Angeles, San Fl'anc.isco and Sacramento, including" under­
cover" cars, and is developing this service in other areas. 

rnthose areas in which such service is not available, there are many 
Department of Finance cars assigned to agencies, including the Board 
of Equalization, on a monthly rental basis and we believe this is desira­
ble since it assures a uniform maintenance policy and tends to insure 
better usage of -the cars. 

We believe it is in the best interest of the State to expand the central­
ized pool operations and the centralized ownership concept as rapidly 
as feasible, and the device of in effect transferring ag'ency cars to the 
pool as they become due for replacement appears to us to be a suitable 
method of accomplishing this result on an orderly ba<is. 

Typewriter Replacements 

Included in the amounts requested for equipment for 1960-61 is 
$14,235 for the replacement of 73 typewriters, at $195 each. These 
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replacements are being reqnested under what the agency terms its 
"planned replacement program," which contemplates the replacement 
of certain standard items of equipment, such as adding machines, cal­
culators, typewriters, typewriter desks and fiat-topped desks, on the 
basis of length of service. 

We recommend elimination of $14,235 for lypewriter replacements, 
as follows: 

Division No. 
Administration ____________________ 9 
Business taxes-headquarters ________ 16 
Business taxes-districts ___________ 46 
Property taxes _________ '-__________ 2 

Totals ______________________ 73 

Amount 
$1,755 
3,120 
8,970 

390 

$14,235 

Budget 
Page Line 

300 57 
301 82 
302 31 
303 80 

We do not disagree with the basic concept of an orderly replacement 
program for standard articles of equipment, based upon length of 
service, but believe that it should be supplemented at fairly frequent 
intervals by an evaluation of current usage and that standards should 
be established for the equipment requirements of the existing staff. 

In the case of the Board of Equalization, this was not done in connec­
tion with the current budget, and since there is some evidence that the 
current typewriter inventory may be excessive, we are recommending 
that no further typewriter replacements be authorized until such a 
survey is completed, particularly in view of the recent establishment 
of a new position of budget officer in the agency. 

In the course of ·his regular audit, the Audito" General has made a 
detailed review of the operations in the Accounting Office of the Board 
of Equalization, and a review of his working papers indicates that on 
November 30, 1959, there were 21.5 people working in the office and 
30 typewriters. Each individual employee, including the head of the 
unit, an accounting officer IV, had a typewriter on her desk or readily 
accessible and all were doing some typing, althongh there are only 9.5 
authorized positions in the unit, out of a total authorized for 1960-61 
of 28.5, with typist or stenographer classifications. The working papers 
indicate that there was only enough typing workload in the unit to 
occupy the equivalent of approximately eight persons on a full-time 
basis. The papers contain an estimate that not to exceed 15 typewriters, 
including special purpose machines required for tabulations and the 
like, would be adequate for the needs of the unit if the work were prop­
erly organized on a specialized functional basis. 

The papers indicate that of the 30 typewriters, four were new, includ­
ing the one assigned to the accounting officer IV, 14 were in good con­
dition, eight fair to good, three fair, and one old. 

It appears obvious that if any significant amount of typing is required 
of an individual in the accounting officer IV classification, the position 
is probably improperly classified and that a classification survey of the 
position by the Personnel Board should be requested. 
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Field Offices 

We have long been concerned with the lack of any criteria governing 
the establishment of field offices by the Board of Equalization, such as 
exist in certain other large state agencies with extensive field office 
organizations. This lack has also been commented upon by others, at 
various times, and the basic internal study conducted by the board's 
own staff contains the following in Volume II, page 22, of the report 
issued in July 1958: 

"The Board does not have a policy that prescribes the condi­
tions under which a new office should be· established, and conversely 
when one should be closed. The lack of standards has resulted in a 
number of variations in the scope of responsibilities and authority 
of the various field offices. . . . 

"Local factors have definite infiuence on any decision to establish 
or discontinue offices. These factors should not,however, be the 
sole consideration. If the Board established standards and applied 
them Statewide, they would not only facilitate the Board's actions 
but would also provide data that could be used to show local inter­
ests that the Board's actions were part of a Statewide plan. " 

Any consideration of the problem of field office organization in the 
Board of Equalization requires consideration of the basic structure of 
the organization, since the boundaries of the equalization districts are 
of prime significance to the existing structure. The basic units for field 
administration are the administrative districts, which are all sub­
divisions of the equalization districts, and because the equalization 
district boundaries subdivide certain natural economic areas of the 
State, we note such weird results as an office in Vallejo receiving admin­
istrative direction from Marysville, instead of from Oakland or San 
Francisco, and one in San Rafael reporting to Santa Rosa instead of 
to San Francisco. .. 

This pattern, of course, is predicated on the assumption that the 
elected board members have administrative responsibilities with re­
spect to the operations in the areas from which elected, but we can 
find no constitutional or statutory basis for such an assumption, and 
it is a matter of record that from 1933 to the early 1940 's, at least 
one administrative district in an important area of the State, included 
territory in more than one equalization district. 

It is true that under Section 15623 of the Government Code, each 
elected member " . . . shall investigate the administration, enforce­
ment, and operation within the clistrict from which he is elected of 
all laws, the administration and enforcement of which are vested in 
the board," and that each member may appoint a deputy to assist 
him in the performance of such duties, but we do not believe this 
necessarily requires the present administrative strnctnre based on the 
existing equalization district boundaries. 

If these boundaries were to be disregarded, the State could either 
be organized into substantially fewer separate administrative districts 
than the existing 12, or a three-area pattern adopted, such as is used 
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by several other large agencies, with San Francisco, Los Angeles and 
Sacramento being tbe focal points for field administration. 

We believe that either plan, or some combination of the two, would 
be an improvement over the present structure, from the standpoint of 
both efficiency and economy. 

If it is believed that equalization district boundaries have real sig­
nificance in the administrative structure, the solution would then _ ap­
pear to be to redistrict the State in such a way as to reduce to a 
minimum the adverse affect which such boundaries would have on an 
efficient administrative structure. A redistricting which placed Los 
Angeles County in one district, the San Francisco Bay area counties 
in another, with the remainder of the State divided into areas approxi­
mately equal in population would appear to satisfy this condition. 

At present there are 61 field offices in the 12 administrative districts, 
ranging in size from the Los Angeles office, with a staff of 233 to fnll­
time offices in Bishop, Ontario and Crescent City, with two employees 
each, inclnding clerks, and two part-time offices in Lakeport and Co­
Insa with no permanently assigned staff. 

Each district has a district headquarters office and a number of full­
time branch offices, although some of the district headquarters offices 
arc small and the branch offices in Los Angeles County are larger than 
the district headquarters offices in most of the remainder of the State. 

We believe that standards governing the establishinent of field offices 
shonld be predicated npon a clear understanding of the basic function 
of such an office in a tax agency. 

Offices have been justified in the past largely on the basis of "better 
service to taxpayers." 

We think this is the wrong approach since taxpayers generally have 
sound reasons for direct contact with field offices at very infrequent 
intervals. In the case of the sales tax, for example, a contact would 
be required upon starting the business, another, perhaps not oftener 
than once every three years in the event of an audit, and then ouly if 
there were controversial poirits involved, and another, perhaps upon 
quitting business. Periodical requests for information can usually be 
handled satisfactorily by telephone or by mail. 

Our view is that the governing consideration in determining the 
location of field offices in a tax agency is that they shonld be lo­
cated in such a manner as to make for the most efficient and eco­
nomical nse of the staff engaged in the field work . incident to the ad­
ministration of the tax laws involved. This means generally that the 
offices should be located where the workload exists, and if they are 
located on this basis, the matter of necessary "service to taxpayers" 
would appear to be adeqnately achieved. 

In the absence of any positive standards governing the establish­
ment of field offices, we believe that the following tests could well be 
applied: 

1. Minim1tm Size. It appears to us that offices are justified only 
whe,e a sufficient workloacl exists to require their maintenance on a 
full-time basis, with a sufficient staff to assure reasonable continuity 
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Item 115 Equalization 

Board of Equalization-Continued 

of operations, some semblance of supervision and some degree of spe­
cialization, and in a tax agency such as this, we believe this requires 
at least three units of technical personnel and one clerk. Our view is 
that offices smaller than this are not justified and that work in areas 
.riow served by such offices can be handled adequately on an itinerant 
basis as is done in some areas of the state at the present time . 
. 2. Proximity to Othe!' Offices. We believe that offices should be at 

least 50 miles apart, snbject to the two following exceptions: 
a. Workload concentration-Where substantial concentrations of 

workload exist, as for example at least 6,000 permits in each area 
to be served. 

h. In very large cities-Traffic conditions and rental. situations in 
-very large cities may justify several smaller offices in preference to a 
single large office, provided that such an arrangement will 'result in 
no overall increase in operating costs. 

If these two tests are applied to the existing field office pattern, 
the result would be a reduction in the number of offices of from 61 
to 34. This would result in an immediate saving in rent of $38,485 
per year plus an additional $44,000 from the elimination of unneces­
sary clerical personnel or a total of $82,485 . 

. Theapplication of the "minimum size" test would result in the 
elimination of 18 small offices and total rent of $14,505. These small 
offices have 11 full-time clerks, at present, and it appears reasonable to 
assume that all the clerical workload represented could be absorbed 
by. the larger offices to which the 26 units of technical staff now in 
the. small offices, would be transferred. 

The application of the "proximity" test would result in the elimi­
nation of nine larger offices, with a savings in rent of $23,980. There 
are 13 units of clerical personnel in these nine offices, but we have as­
sumed no reduction would result as a result of consolidation with the 
larger offices. 

Admittedly, the foregoing represents a negative approach to the 
field office problem, bnt in the absence of any other standards, we be­
lieve, it merits serious considel'ation. 

Generally speaking, we believe a more efficient field operation will 
result from the better supervision incident to concentration of the 
staff into fewer and larger units. 

The Board of Equalization itself, in recent years, has indicated a 
recognition of some of the defects in its field office pattern by the 
elimination of offices in Mill Valley and Redwood Oity, and by trans­
fer of a number of its smaller offices from a full-time to a part-time 
basis. 

It has also indicated a recognition of certain defects in the top 
structure of its field office pattern by the reduction in the number of 
administrative districts from 14 to the present 12. 

We regard these as steps in the right direction. 
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Finance 

BOARD OF EQUALIZATION 
ITEM 116 of the Budget Bill 

Items 116-118 

Budget page 305 

FOR SUPPORT OF STATE BOARD OF EQUALIZATION FROM THE 
MOTOR VEHICLE TRANSPORTATION TAX FUND 
Amount requested ______________________________________________ $1,060,475 
Estimated to be expended in 1959~60 Fiscal Year __________________ 1,033,024 

Increase (2.7 percent) _________________________________________ _ $27,451 

None TOTAL R ECO M MEN DE D RED U CT I 0 N _________________________ _ 

ANALYSIS 

This appropriation is for costs of administration of the Motor Vehicle 
Transportation License Tax and the provisions of the Itinerant Mer­
chants Law, the details of which are included under Item 115. Any 
adjustments in that item relating to administrative costs of the fore­
going will require a corresponding adjustment in this item. 

BOARD OF EQUALIZATION 
ITEM 117'of the Bl!dget Bill 

FOR ADDITIONAL SUPPORT OF STATE BOARD OF 
FROM THE MOTOR VEHICLE FUEL FUND 

_ Budget page 305 

EQUALIZATION 

Amount reqnested ______________________________________________ $942,154 
Estimated to be expended in 1959-60 Fiscal Year __________________ 930,695 

Increase (1.2 percent) __________________________________________ $11,459 

TOTAL RECOMMENDED REDUCTJON__________________________ None 

ANALYSIS 

This appropriation is for costs of administration of the motor vehicle 
fuel (gasoline) license tax and the use fuel (diesel) tax, the details of 
which are included under Item 115. Any adjustments in that item re­
lating to administrative costs of the foregoing, will require a corre­
sponding adjustment in this item. 

ITEM 118 of the Budget Bill 

Department of F.inance 
GENERAL ACTIVITIES 

FOR SUPPORT OF THE DEPARTMENT OF FINANCE 
FROM THE GENERAL FUND 

Budget page 307 

Amount requested ______________________________________________ $8,006,168 
Estimated to be expended in 1959-60 fiscal year____________________ 7,639,293 

Increase (4.8 percent) ______________________ "____________________ $366,875 

TOTAL R ECO M MEN D E D RED U CTJ 0 N __________________________ $23,452 

Summary of Recommended Reductions Budget 

Salaries and wages 
1 Senior planner __________________________________ _ 
1 Associate planner ________________________________ _ 
1 Assistant planner ________________________________ _ 
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Item 118 Finance 

Department of Finance-Continued 

The budget request of the Departmeut of Finance shows an increase 
of $366,875, or 4.8 percent, as compared to the estimated expenditures 
for the current year. Major changes in the budget occur in the follow-
ing categories: Increase 

Salaries and wages___________________________________________ $883,562 
Operating expenses __________________________________________ 813,503 
Equipment _________________________________________________ -11,36"'/ 

_ Less increased reimbursements ________________________________ -1,305,190 
Less increased support from othc,]' funds ________________________ -13,633 

Net increase from General Fund exclusive of 
contributions -for retil'emenL__________________________ $306,875 

The increase in salaries and wages results principally from 163 pro­
posed new positions amounting to a total of $620,211 plus normal sal­
ary adjustment and the elimination of five positions in the Buildings 
and Grounds Division. This division alone accounts for increases of 
$659,276 in salaries, $695,529 in operating expenses, and $9,267 in 
equipment. The increases are more than offset by the increase in reim-
bursements. . 

The proposed new positions are as follows: 

Executive Office 

1 Junio,· counsel (budget page 308, line 23} _________________ $5,496 
1 Intermediate stenographer-clerk (budget page 308, line 24)__ 3,720 

We recommend approval of these positions. 
The new professional and clerical positions are needed in the legal 

section to handle the additional workload in the state water program. 

Administrative Service Office 

1 Tab machine operator (bltdget page 308, line 64) __________ $4,092 
1 Key pltnch operator (bltdget page 308, line 65}____________ 3,720 
2 Intermediate typist-clerks (bltdget page 308, lines 67 and 69) 7,335 

We recommend that these positions be approved on a workload basis. 
On the basis of standard workload measurements for machine opera­

tions, two operators are needed in the tabulating unit of the account­
ing section. One clerk is requested for the central file and mail section 
to handle the increasing volume of documents in connection with the 
work improvement and merit . award programs. Another clerk is nec­
essary to service the department library which was formerly managed 
on a part-time basis by a research position. 

Audits Division 

3 Financial examiners (bltdget page 309, line 60} ___________ $19,080 
3 Accoltntrunt-altditors (budget page 309, line 61}___________ 15,696 

We recommend approval of these positions as bltdgeted . 
. These positions are necessary for handling the additional activities 

enacted by the 1959 Legislature and new work programs undertaken 
by the division. The new areas of audit activities include the cigarette 
tax administration in the Board of Equalization as authorized by the 
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Department of Finance-Continued 

1959 Legislature, delivery of warrants in the Printing Division to 
comply with recommendations of the Anditor General, medical services 
for the needy disabled in the Department of Social Welfare, and con­
struction contracts in the Division of Highways, Toll Bridge Authority 
and Division of San Francisco Bay Toll Orossings. 

Budget Division 

2 Budget analysts (budget page 310, lines 50 and 51) ________ $14,088 
We recommend that these positions be approved. 
The division has reached the point where it can no longer absorb 

the increasing workloads without additional staff as it has for the past 
seven years. The two analysts are requested to relieve the unusual 
overtime situation. 

Buildings and Grounds 
Sacramento 

1 Electrician (budget page 312, line 37) _______________ _ 
1 Policeman (budget page 312, line 38) _______________ _ 
3 Janitors (budget page 312, lines 39 and 40) ______ . ____ _ 
2 Telephone operators (effective January 1,1961) 

(budget page 312, line 45) ________________________ _ 
1 Intermediate clerk (budget page 312, line 46) ________ _ 
2 -Temporm'y help (budget page 312, line 42) ___________ _ 

San Francisco 
3 Policemen (budget page 312, lines 49 and 50) _________ _ 

Oakland 
3 Janitors (budget page 313, lines 25 and 26) __________ _ 

Los Angeles 

$5,772 
4,740 

10,808 

3,540 
3,540 

-11,544 

14,976 

11,112 

87.1 Positions (new building) (budget page 312) _________ 264,519 

Fresno 
.27:2 Positions (new bltilding) (budget page 313) ___ ~ _____ 106,743 

. _ We rec~mmend approval of these positions as requested. 
A total of 130.3 positions are requested to meet the existing and 

increasing workload in this division. 
- The positions requested for the Sacramento area are justified for the 

following reasons: An electrician is requested to meet the expanding 
eIectrical service load. A policeman is needed to handle "called for 
service." i.e., heart attacks and other emergencies. Since the ·force was 
reduced from 72 to 56 men in 1958-59, the present force is fully 
absorbed in existing post assignments. The capital telephone unit re­
quires two operators to handle the increasing switchboard load and one 
Clerk _to perform clerical duties. 'fhe additional janitors are needed 
to service the state leased building at Town and Oountry area. The 
janitorial staff was cut by 45 _positions in June 1959, which increased 
the working area per janitor from the present standard of 9,000 square 
feet to -11,000 square feet. 
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Department of Finance-Continued 

The completion of two state buildings requires additional positions 
in the categories of building engineers, policemen, carpenters, painters, 
groundsmen, maintenance men, janitors, window cleaners, and clerks 
for building maintenance and operation. On the basis of standard 
formulas, 27.2 positions are assigned to the Fresno State Bnilding 
scheduled for completion in July 1960, and 87.1 positions are designated 
for the Los Augeles State Building which will open October 1960. The 
three policemen for San Francisco and three janitors for Oakland are 
for improved security aud custodial services of state buildings. 

The five elevator operator positions which are to be abolished in 1960-
61 fiscal year result from the installation of automatic equipment. How­
ever, when the Legislature is in session elevators in the .Annex will be 
manned by operators. 

Economic Development Agency 

The Economic Development Agency, a subdivision of the Department 
of Finance, was created by the 1959 Session to investig'ate, stndy and 
undertake ways and means of promoting and encouraging the develop­
ment of business, industry and commerce within and withont the State. 
It presently consists of 23 authorized positions and it is proposed to 
liave 22 positions for 1960-61, dropping one position of temporary help. 
The staff primarily consists of 12 industrial representatives and three 
business economists supervised by a commissioner and deputy commis­
sioner. 

To date we have little information upon which to judge the activity 
of the agency. Its research program has just been initiated and will 
include a study of the changes in the California economy in 1960, espe­
cially the rate of industrial growth by regions with emphasis upon the 
competitive position of California with other states. Generally speaking, 
the office is still in the process of setting up its organization and out­
lining programs. 

A major release was disseminated publicly in January providing an 
"economic outlook in California for 1960" based, according to the 
statement, on "massive research," implying that the assumptions and 
data contained therein were independently arrived at, and since they 
cliffer in some respects from the economic data used in the budget fore­
casts prepared elsewhere in the Department of Finance and upon which 
the State Budget has been based, this aspect of the work of the agency 
has special significance. 

As we interpret the function of the office, it seems unnecessary to 
attempt to duplicate the extremely comprehensive work done by the 
'revenue estimating staff of the Department of Finance, and aside from 
the waste in time and effort it is regrettable that this affords two differ­
ing official estimates. The differences are relatively small and if it were 
not for the fact that both agencies are part of the Department of Finance 
and the p,!blic has some. r.ig·ht to expect official est!mates ?f that agency 
to be consIstent, no CrItrCIsm could posSIbly be leVIed agamst the differ­
ences in judgment. The kind of situation which this leads to, however, 
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can be illustrated by tbe fact that if the official revenue estimating 
assumptions contained in the Governor's Budget are applied to the data 
submitted by the Economic Development Agency it could be interpreted 
as producing a prospective unbalanced budget for California in 1960. 
Admittedly, this is stretching a point, but we think it serves to illustrate 
the kind of activity which the agency should leave to already established 
SOurces. The agency should, we believe, restrict itself to furnishing in­
formation upon request and developing data independently only to the 
extent that it is not adequately furnished elsewhere in the State. 

In view of the fact that this agency is still in the planning stage, we 
believe that a full statement of its prospective workload for 1960-61 
should be made available to the committees of the Legislature with some 
demonstration of the activities of the individual technical positions in 
the agency. No information of this kind ,'Cas presented with the budget. 
Pending its receipt we can make no definite recommendation, except 
that this continues what the Legislature authorized last session. 

Local Allocations Division 

2 Accountant-auditors (budget page 316, Une 26) ___________ $10,992 
2 Senior account-clerks (budget page 316, Une 27) ________ ~_ 9,024 
1 Intermediate file clerk (b"dget page 316, Une28) _____ ~___ 3,720 
'We recommend approval of these positions s"bject to recommenda­
tions to be submitted in an .O'·ganization and Cost Control Division 
report. 

As a result of 1959 legislation which allowed school districts to 
acqnire furniture and equipment with state aid, five temporary posi­
tions were added to handle the additional workload. The workload still 
exists and the i\ivision now asks that these five positions be established 
on a permauent basis. The Organization and Cost Control Division is 
presently studying existing procedures of Local Allocations Division 
and Department of Education to determine if improvements can be 
made which will reduce the present personnel in the administration of 
the School Building Aid Program. 

Organization and Cost Control Division 

1 Tab systems technician (b"dget page 317, Une 17) _________ $7,728 
1 Administrative assistant (budget. page 317, line 19)________ 6,360 
1 Intermediate typist-clerk (b"dget page 317, Une 15)_______ 3,720 

We recommend approval of these positions as b"dgeted. 
The technician position will enable the Tabulating Systems Section 

to reduce its backlog, now amounting to 18 months of work, and meet 
anticipated increases in workload. The administrative assistant position 
is requested for administration of the Work Improvement Program 
established in 1959. The new position of typist is needed for increased 
activity in the clerical pool. 
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planning OfficE!' 

Three new positions are requested for the Planning Office in the 
Department of Finance at a salary and wage cost of $23,452 and to 
increase the authorized staff from five to eight positions. The positions 
requested are as follows: 
1 Senior planner (budget page 318, line 6) _______________ _ 
1 Assooiate planner (budget page 318, line 7) ______________ _ 
1 Assistant planner (budget page 318, line 8) ______________ _ 

$9,364 
7,728 
6,360 

TotaL _____________________________________________ $23,452 

We recommend deletion of these positions. 
The justification submitted by the agency for these three new posi­

tions states that the senior planner is requested "to assume responsi­
bility for the development plan section"; the associate planner is re­
quested primarily to provide staff work and an information clearing 
house for what is anticipated to be a continuation each year of a plan­
ning conference of state ag'encies under the auspices of a standing 
committee of the Governor's Council; and the assistant planner is re­
quested for work in connection with an annual report on planning 
activities throughout the State based upon questionnaires to local and 
other agencies. 

With respect to the first function referred to above, it is pointed out 
by the agency that the preparation of a State Development Plan was 
assigned to the agency by the terms of Chapter 1641, Statutes of 1959, 
which requires a report to the Legislature in January, 1961, on the 
status of such plan. However, it is stated by the agency that "No real 
progress on the plan itself is contemplated by that date, but a report 
outlining the procedures to be followed and the work necessary will 
be expected," and that the person requested for this position would 
"assume direction of the enlarged development plan staff in ensuing 
fiscal years. " 

Since this staff would be the first increment of an enlarged planning 
staff, the size and nature of which is not yet known, and since no real 
progress on the development plan itself is anticipated by January of 
1961, it would appear that it would be no more than the normal func­
tions of the existing staff of five persons to prepare a report outlining 
the procedures to be followed and work necessary to be done, for sub­
mission to the Legislature and approval by it, before tbe existing staff 
is expanded. 

With respect to the second and third functions mentioned above, for 
which an associate and an assistant planner are requested, both of 
these; namely, the servicing of an annual interagency planning con­
ference and the preparation of an annual statistical report of local 
planning activities, are currently being performed by the agency, and 
it wonld appear to be neither necessary nor appropriate to expand the 
facilities for these services in the absence of a comprehensive plan and 
program for tbe enlarged planning staff which is envisioned by the 
agency for ensning fiscal years. 
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Property Acquisition Division 

2 Associate land agents (b"dget page 318, Une 60) __________ $17,040 
1 J"nior right-of-way agent (b"dget page 318, line 61)______ 5,148 
1 Intermediate stenographe1--clerk (b"dget page 318, line 62) 4,350 

We recommend that these positions be approved. 
The division requests that these four positions which were authorized· 

on a temporary basis in 1959 now be established on a permanent-basis.­
We have examined the present baekload of projects and filii! that 

these positions will be able to cut down the work which is now pending. 
However, it appears that a backlog will accumulate as of June 30, 1961. 

Purchasing Division 

1 B"yer (b"dget page 319, Une 76) _________________________ $7,356 
3 Clerks (b"dget pages 319 and 320) ________________________ 10,800 

We recommend approval of these positions. 
One buyer and one clerk are required in the contracts section to 

handle expanding contract activities. A clerk is requested for the newly 
established coding section in the Sacramento office with the understand­
ing the position will not be filled if the anticipated worldoad increase 
does not develop. Another clerk for the Los Angeles office is justified 
by workload data submitted to this office. . 

DEPARTMENT Of fiNANCE 

ITEM 119 of the Budget Bill Budget page 321 

FOR ADDITIONAL SUPPORT OF THE DEPARTMENT OF FINANCE 
FROM THE FAIR AND EXPOSITION FUND 
Amount requested ___________ ___________________________________ $233,626 
Estimated to be expended in 1959-60 fiscal year _____________ ~______ 227,061 

Increase (2.5 percent) __________________________________________ _ $5,965 

TOTAL RECOMMENDED REDUCTION ________________________ _ None 

ANALYSIS 

The amount appropriated by this item provides support for the 
Fairs and Expositions Division in the amount of $133,626 and the 
amount of $100,000 for audits of county and district fairs. 

We recommend approval. 

DEPARTMENT OF FINANCE 
ITEM 120 of the Budget Bill Budget page 321 

FOR ·SUPPORT OF LOCAL ALLOCATIONS DIVISION, DEPARTMENT OF 
FINANCE, FROM THE SCHOOL BUILDING AID FUND 
Amount requested .:..._____________________________________________ $705,864 
Estimated to be expended in 1959·60 fiscal year ____________________ 698,196 

Inci'ease (1.1 percent) ___________________________________ -:-______ $7,668 

TOTAL R ECO M MEN D E D RED U CTI 0 N __________________________ None 
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Department of Finance-Continued 

ANAL.YSIS 

The budget request for support of the Local Allocations Division 
shows an increase of $7,668 or 1 percent over estimated expenditures 
for the current year. This division serves as technical staff for the State 
Allocation Board with responsibility for administering state financial 
assistance to school districts for school building constuction. The· pro­
posed new positions and additional activities of the division are· dis­
cussed in the main support item. 

Department of Finance 
CALIFORNIA STATE FAIR AND EXPOSITION 

ITEM 121 of the Budget Bill Budget page 322 

FOR SUPPORT OF CAL.lFORNIA STATE FAIR AND EXPOSITION 
FROM THE STATE FAIR FUND . 
Amount requested ______________________________________________ $2,275,954 
Estimated to be expended in 1959-60 fiscal yeflL____________________ 2,171,737 

Increase (4.8 percent) __________________________________________ $104,217 

TOTAL. RECOMMENDED REDUCTION__________________________ $72,730 

Summary of Recommended Reductions Budget 
. Amount Page Line 

Increase in items having over $1,000 in direct fair operating 
expense ____________________________________________ $26,230 323 66 

Advertising and public relations_________________________ 46,500 323 45 

ANAL.YSIS 

The California State Fair and Expositiou is authorized under the 
provisions of Article 1, Sections 70 through 77, of the Agricultural 
Code, Statutes of 1953. Funds for operation are furnished as set forth 
in Sections 19622 and 19624 of the Business and Professions Code, 
which makes allocations from the Fair and Exposition Fund. Presently, 
.the statutes provide support for the California State Fair in the 
amounts of $250,000 and $15,000 for the junior show. 

The following table has been prepared to show the relationship of 
expenditures to revenues. In the past eight years, revenues have never 
risen above 71.3 percent of expenditures. However, on the basis of 
budget year estimates, it is anticipated that revenue will increase to 
76.6 percellt of expenditures in 1960-61 fiscal year. 

Comparison of Total Expenditures and Revenues 
Fiscal 
yea?" EwpendiiltM"es 

1952-53 __________ $1,890,797 
1953-54 __________ 1,895,223 
1954-55 __________ 1,964,428 
1955-56 __________ 1,376,802 
1956-57 __________ 2,104,397 
1957-tlS __________ 2,156,394 
1958-59 __________ 2,126,993 
1959-60* _________ 2,210,737 
1960-61* _________ 2,329,954 
• Estimated as shown in 1960-61 Budget. 

Revenues 
$1,265,236 
1,352,177 
1,281,100 
1,264,887 
1,470,357 
1,432,477 
1,449,405 
1,547,828 
1,784,000 
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Deficit 
$625,561 
543,106 
683,328 
611,915 
634,040 
723,917 
677,588 
662,909 
545,954 . 

Revenues as 
percent of 

empenditurcs 
66.9 
71.3 
65.2 
67.4 
70.0 
66.4 
68.1 
70.0 
76.6 
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The following table reflects the annual per capita cost of the deflcit 
of the State Fair when measured by the total number of paid adult 
attendance. 

Fiscal 
year 

1951-52 ______________________ _ 
1952-53 ______________________ _ 
1953·5« ______________________ _ 
1954-55 ______________________ ._ 
1955-56 ______________________ _ 
1956·57 ______________________ _ 
1957-58 ______________________ _ 
1958-59 ______________________ _ 
1959-60* _____________________ _ 
1960·61* _____________________ _ 

Deficit 
$587,300 
625,561 
543,106 
683,328 
611,915 
634,040 
723,917 
677,588 
662,909 
545,954 

Totals ____________________ $6,295,618 
'" Estimated as shown in H160-61 Budget. 

Total paid 
adult 

attenda·nce 
$481,862 
481,575 
473,099 
505,567 
373,363 
463,779 
458,300 
457,200 
518,479 
460,000 

$4,673,224 

Per capita 
cost of deficit 

$1.22 
1.30 
1.15 
1.36 
1.64 
1.37 
1.58 
1.48 
1.28 
1.19 

$1.35 

The deficit for the 10-year period, as set forth in the above table, will 
total $4,673,224. The average pC!' capita loss on each paid adult attend­
ance for this period is $1.35. It is noted on the basis of the agency's 
estimate, the per capita loss is expected to be $1.19 in 1960-61, however, 
such loss is predicated on raising the admission charge from 50 cents 
to $1, and achieving a 460,000 adult paid attendance. 

Salaries and Wages 

Salaries and wages for 1960-61 are scheduled at $1,002,171 for 204.9 
authorized positions. This is a decrease of $24,638 or 2.4 percent over 
the $1,026,809 estimated to be expended in 1959-60. The budget reflects 
a reduction of three temporary help positions and one co-ordinator 
position, reducing the total to 204.9 positions in 1960-61. 

Operating Expenses 

Total operating expenses are scheduled at $1,322,600 for 1960-6l. 
This is an increase of $119,670 or 9.9 percent over the $1,202,930 esti' 
mated to be expended in 1959-60. 

The principal items of increase by function are as follows: 
Increases of Over $1,000 in Items of Operating Expense 

Increase 1960-61 over 1959-60 
Amount Percent 

General expense _________________________________ $2,562 16.2 
Rent-equipment _____________________________ :...___ 1,200 5.0 
Printing ________________________________________ 1,342 4.3 
Premiums and nwnrds____________________________ 6,676 2.6 
.Tudges _________________________________________ 3,177 15.4 
Night show _____________________________________ 2,864 6.3 
Racing expense __________________________________ 4,159 18.7 
Security ________________________________________ 4,250 17.3 

Total in items having oYer $1,000 incrense ______ $26,230 

220 



Item 121 Finance 

State Fail' and Exposition-Continued 

No information has been submitted by the agency to justify the in­
creases or indicate that the increases applying to the above-listed items 
would have any particular effect on improving either the attendance 
or the revenues at the fair. 

We recommend a reduction of $26,230 in operating expense from 
the agency's budget. 

Advel,tising and Public Relations 

The agency is requesting $80,000 for advertising purposes in 1960-61, 
an increase of $46,500 or 138.8 percent over the amount of $33,500 
expended in 1959-60. 

In 1958-59 the agency expended $79,998 for advertising and despite 
the advertising coverage received in that year, paid attendance at the 
fair decreased 1,100 admissions or 0.2 percent. 

In 1959-60 the Legislature approved our recommendation and re­
duced the allocation for paid advertising to $33,500, a reduction of 
$46,498 or 58 percent under the prior year's expenditure. Despite this 
reduction in the amount allocated for paid advertising, paid attend­
ance at the fair increased 61,279 or 13.4 percent. 

We are confident that where press, radio and television are concerned, 
management can continue to initiate the same favorable relationship 
that was obtained last year at no additional cost. 

We, therefore, recommend that the amount "equested for paid a&ver­
tising be reduced to $33,500, a reduction of $46,500 in the amount 
budgeted for advertising. 

Fashion Show 

The agency proposes to initiate a new program for the exhibition of 
fashions and fabrics supervised and operated by the California Fashion 
Creators, the state association of apparel manufacturers. They propose 
that the State expend approximately $50,000 to defray the cost of the 
"Touring Fashion Show" which will be presented in 20 California 
cities prior to opening of the State Fail' and for general pUblicity and 
operating expense of this show. 

The agency proposes a $1 admission charge for this show and esti­
mates a revenue of $25,000 from this source, although in 1959-60 no 
admission was charged Ior the show, nor was any record maintained 
of the number of spectators that viewed the exhibition. 

The agency also proposes to charge a $10 exhibitor's entry fee and 
estimates a total of 1,500 entries and $15,000 in revenue from this 
source. 

On the basis of the foregoing estimates, the agency anticipates a 
gross revenue of $40,000, related to a gross expenditure of $50,000, 
resulting in an approximate cost of $10,000 to operate the" California 
Fashion Show." 

We point out this is not the first time the agency has initiated ex­
pansion of the fashion show. In 1952-53 and in prior years, the show 
was presented at a cost of approximately $19,000 annually, in order 
to give representation to an important California industry at the State 
Fair. 
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State Fair and Exposition-Continued 

It was anticipated that after the industry became aware of the bene­
fits to be derived that the interest thus stimulated would result in a 
situation where it would no longer be necessary to subsidize the in­
dustry's participation in the fair. 

In view of the agency's past expm'ience with this tY1Je of show, we 
recommend that fair management be precl"ded from expending any 
f"nds for the prod"ction of the fashion show unless such show can be 
so organized and financed nndm' a contractnal arrangement as to guar­
antee that any deficit to the State shall not exceed $10,000. 

Equipment 

Equipment expenditures are scheduled at $18,683 for 1960-61. This 
is an increase of $7,175 or 62.5 percent over the amount of $11,498 
estimated to be expended in the 1959-60 fiscal year. 

The major items of increase are the replacement of stage drapes and 
canvas awnings in Governor's Hall at a cost of $9,525. 

The budget, as orig'inally submitted by the agency, reqnested $32,391 
for equipment. This amount has now been reduced to $18,683, a saving 
of $13,708 or 42.3 percent. 

We believe that eq"ipment "equests are generally in line, as now 
budgeted, ancl recommencl approval of the item. 

Department of Finance 
CALIFORNIA STATE FAIR AND EXPOSITION 

ITEM 122 of the Budget Bill 

FOR AUGMENTATION OF THE STATE FAIR FUND 
FROM THE GENERAL FUND 

Budget page 325 

Amount requested ______________________________________________ $255,500 
Estimated to be expended in 1959-60 fiscal yeul'____________________ 377,500 

Decrease (32.3 percent) _________________________________________ $122,000 

TOT A L R ECO M MEN D E 0 RED U CT ION __________________________ $72,730 

ANALYSIS 

In prior years an appropriation was made from the Fair and Expo­
sition Fund ,for augmentation of the special fund of the State Fair 
and Exposition, otherwise called the State Fair Fund. 

The 1959 Legislature amended the statntes affecting the Fair and 
Exposition Fund, resulting in this request now being sought from the 
General Fund. 

In line with 0'", analysis of the State Fair, we "ecommend that 
$72,730 be ded"cted from the $255,500 req"ested to be transferred 
from the Geneml Fund. 
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Department of finance 
SIXTH DISTRICT AGRICUlTURAL ASSOCIATION 

ITEM 123 of the Budget Bill Budget page 326 

FOR SUPPORT OF SIXTH DISTRICT AGRICULTURAL ASSOCIATION 
FROM THE SIXTH DISTRICT AGRICULTURAL ASSOCIATION FUND 
Amount requested ______________________________________________ $424,829 
Estimated to be expended in 1959-60 fiscal year ____________________ 333,029 

Increase (27.6 percent) _________________________________________ $91,800 

TOTAL RECOMMENDED REDUCTlON ___________ c______________ None 

ANALYSIS 

Historically, the function of the Sixth District has been the operation 
and maintenance of the California Museum of Science and Industry 
located in Exposition Park in the City of Los Angeles, as provided in 
Article 2, Sections 80 through 92, of the Agricultural Code. 

Total expenditures for 1960-61, including retirement costs, are pro­
posed at $443,091, an increase of $93,662 or 26.8 percent over the 
amount of $349,429 estimated 'to be expended in 1959-60. 

The following table reflects the expenditures and revenues for flve 
budget years: 

1956-5"/ 1957-58 1958-59 1959-60' 1960-61' 
Total expenditures t _____ $193,176 $263,401 $495,398 $349,429 $443,091 
Total revellues __________ 158,421 258,303 447,U3 499,300 597,400 

. Excess of expenditures 
over revenues _______ $34,755 $5,098 $48,285 -$150,129 -$154,309 

... Estimated as shown ill 1960-61 Budget. 
t Includes funds for State Employees' Hctiremcnt. 

The above table shows a substantial improvement in revenue in the 
current and budg'et year which can be attributed to the estimated in­
crease in parking lot revenue for the current and budget years. 

Salaries and Wages 

The total amount requested for salaries and wages for 1960-61 is 
$276,843 or 23.3 percent over the total of $224,468 scheduled for ex­
penditure in this category during 1959-60. 

The change in salary and wage costs is attributable to merit salary 
increases on 38.6 established positions and a total of 19.4 proposed new 
positions costing $82,095. 

In 1960-61 this agency will operate the parking lots in conjunction 
with its other functions and has requested 13.5 new positions for this 
purpose at a salary cost of $56,902. In prior years the parking lots 
were operated under a private contractual agreement; however this 
has been terminated and the agency has assumed the entire responsi­
bility of operating the parking lots. The added cost of these new posi­
tions are more than offset by an increase in estimated -parking lot rev­
enue of $98,100 in 1960-61 fiscal year. 

We recommend approval of these positions. 
1 Skilled laborer (b·udget page 327, line 75) _______________ $4,980 
1.1i Janitor (budget page 327, line 76) ______________________ 5,310 
1 Museum guard (budget page 327, line 77) _______________ 3,900 
0.4 Museum guard, intermittent (budget page 327, line 78)___ 1,560 
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Sixth District Agricultural Association-Continued 

These positions are requested to provide maintenance and custodial 
coverage for the new addition to the muSeum of approximately 35,000 
square feet. This addition is scheduled for occupancy in .July 1960. 

We recommend approval of these positions. 
Operating Expenses 

Operating expenses are scheduled at $140,698 for 1960-61. This rep­
resents an increase of $57,440 over the amount of $83,258 estimated to 
be expended in 1959-60 fiscal year. However, the increase is distorted 
due to a reduction of $26,814 in 1959-60 operating expense representing 
the unexpended balance in operating expense previously reported for 
the Industrial and Trade Exposition. Excluding the aforementioned 
credit, the estimated operating expense for the agency would be $110,-
062 for 1959-60, and the net increase would be $30,636 or 27.8 percent 
for 1960-61. 

The principal items of increase by function are: 
Recurring maintenance-structure and grounds ____________________ $20,420 
Repainting interior .walls of museum ______________________________ 4,400 
lucre.ase-utilities ______________________________________________ 3,346 

We recommend approval. 
Equipment 

Equipment expenditures are scheduled at $8,288 for 1960-61. This is 
a decrease of $18,015 or 68.5 percent under the amount of $26,303 esti­
mated to be expended in 1959-60. 

We recommend app'·oval. 

Department of Finance 

"SIXTH DISTRICT AGRICULTURAL ASSOCIATION 
. ITEM 124 of the Budget Bill Budget page 330 

FOR AUGMENTATION OF THE SIXTH DISTRICT AGRICULTURAL 
ASSOCIATION FUND FROM THE GENERAL FUND 
Amount requested __________________________________________ .---- $190,000 
Estimated to be expended -in 1959-60 fiscal year_____________________ 194,000 

Decrease (2_0 percent)___________________________________________ $4,000 

TOTAL RECOMMENDED REDUCTION__________________________ None 

ANALYSIS 

In accordance with our review of the fiscal position of the Sixth Di,­
trict in the foregoing item, we recommend approval of the amount re­
quested by this transfer item. 

ITEM 125 of the Budget Bill 

Department of Finance 
STATE LANDS DIVISION 

FOR SUPPORT OF STATE LANDS DIVISION 
FROM THE STATE LANDS ACT FUND 

Budget page 332 

Amount requested ______________________________________________ $1,078,259 
Estimated to be expended in 1959-60 fiscal year_____________________ 1,030,939 

Increase (4.6 pel'cent) --________________________________________ $47,320 

TOTAL RECOMMENDED REDUCTION__________________________ None 
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State Lands Division-Continued 

ANALYSIS 

Finance 

Legislation passed during the 1959 General Session added other 
duties to the primary responsibilities of the State Lands Commission 
for which this division exercises management responsibility of selling 
and leasing proprietary lands, administering the gas and oil leases and 
other matters of a contractual nature in respect to lands under the 
commission '8 jurisdiction. 

These new duties are: (1) surveillance of the leasing activities of 
cities and other public agencies in respect to g'as and oil extraction for 
conformance to law and audit of revenues and expenditures resulting 
therefrom; (2) surveying, mOllumel1ting, platting, and recording a 
metes and bounds description of lands granted by the State to a politi­
cal subdivision ,vithin two years of such grants or whenever a former 
grant is amended. Seven such grants were made during the 1959 Ses­
sion; (3) issuance of permits for conduct of marine or other salvag'e 
operations over and upon ungranted tide and submerged lands of the 
State and the cstablishment of such rules and regulations as may be 
necessary to protect the people and lands of the State in this instance; 
and (4) distribution of a copy of calendar and minute items on a 
project or transaction to be acted upon by the COlllmission to legis­
lators in whose senatorial or assembly district the project or transac­
tion may be located .. 
- These new duties and increased workload factors which result in 

backlogs of about 13 percent, divisionwide, are directly responsible 
for the requestecl budget increases. 

New Positions 

To perform satisfactorily the new cluties assigned and to reduce the 
backlogs, the division has requested eight new positions. 

One new position is requested to compliment the staffing in the tech­
nical research unit of the Mineral Resources Section, which was estab­
lished with legislative approval during the current year. 

Workload-Reduction of backlogs . 
Position N1tmber 
Junior counsel ______________________________________ 1 
Administrative assistant 1 ____________________________ 1 
Intermediate typist-clerk _____________________________ 1 
General auditor IL __________________________________ 1 
Accountant-auditor I ______ , __________________________ 0.5 
Oil gan,gel' -------__________________________________ 1 

Subtotal - __________________________ ~ ____________ - 5,5 

Sala1'ies 
andwagcs 

$5,496 
6,360 
3,540 
6,360 
2,616 
4,980 

$29,352 

. ~n. th; basis of w01'kload and existing bac7c~ogs which are beyond the 
dw'-'wn s control, we beheve the above postttons_ are j"stifiecl and rec­
ommend approval. 

8-11251 
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State Lands Division-Continued 

New Legislation-Added duties 
PQsition Number 
Associate mineral resources el1gineer ___________________ 1 
Accountant-auditor I ________________________________ 0.5 
Assistant land agenL________________________________ 1 

Subtotal ________________________________________ 2.5 

Item 126 

Salaries 
and wages 

$8,112 
2,616 
6,060 

$16,788 

In view of the d,dies assigned by recent legislation and projected 
workload, we "ecommend approval of the above positions. 

Increased Level of Service 
PQsition Nmnocl' 
Senior mineral engineer (reservoir enginecl') ____________ 1 

Total new positions l'cquested _____________________ 9 

Salaries 
and wages 

$0,384 

$55,524 

The establishment in 1959 of the research unit in the Mineral Re· 
sources Section, for the purpose of insuring protection of the State's 
interest in the field of future gas and oil leases, leads to the accumula­
tion of other useful technical data. The services of a specialist in oil 
reservoir engineering are needed to interpret properly these data in 
order that the maximum efficiency and recovery will be obtained from 
the field in question. 

We recommend approval of this position. 

Indexing of Lands Under Jurisdiction of the' United States 

The Legislature augmented this division's budget by $27,000 during 
the 1959 General Session to permit the division to fulfill its responsi­
bility, under Section 127 of the Government Code, for the indexing 
of lands over which the United States had acquired jurisdiction. 

-We are now advised that the division has been exploring the prob­
lem and have not as yet, encumbered or expended any portion of these 
funds. 

We are further advised that it expects to enter into contracts in the 
spring of 1960 with federal agencies and others to accomplish this 
task. Lastly, the division advises that in all probability, the funds 
available at present will cover expenditures for this indexing purpose 
through the Budget Year 1960-61. 

We recommend approval of this division's bt!dget in the amot!nt 
reqt!ested. 

FRANCHISE TAX BOARD 
ITEM 126 of the Budget Bill Budget page 335 

FOR SUPPORT OF FRANCHISE TAX BOARD FROM THE 
GENERAL FUND 
Amount requested ______________________________________________ $7,375,291 
Estimated to be expended in 1959*60 Fiscal Year __________________ 6,992,984 

Increase (5.5 percent) ____________ ..:._____________________________ $382,307 

TOTAL RECOMMENDED REDUCTION _________________________ $1,930 

Summary of Recommended Reductions 

Amount 
Automobile replacement _________________________________ $1,930 
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Item 126 Franchise Tax 

Franchise Tax Board-Continued 

The Franchise Tax Board administers the personal income tax and 
the bank and corporation tax. '1'he costs of administration of each for 
1958-59, by major functions, based on the agency's cost analysis were 
as shown in Table 1. This makes provision for all state costs, including 
those not budgeted directly by the agency. 

Table 1-Franchise Tax Board, Costs of Administration, by 
Tax and Major Function 

Personal Bank and 
Income Oorporation Total 

Function Tax Tam A.1nQ1mt Percent 
Enforcement: 

Audit .•..................... $1,532,401 $931,490 $2,463,891 36.7% 
Other than audit _____________ 1,546,685 61,320 1,608,005 23.9% 

$4,071,896 60.6% 
2,646,089 39.4% 

Total enforcement ________ $3,079,086 $092,810 
Basic-otber than enforcement ___ 2,142,726 503,363 

Total................... $5,221,812 $1,496,173 $6,717,985 100.0% 
Percent of total _______________ 77.7% 22.3% 100% 

As indicated in Table 1, personal income tax represents 77.7 percent 
of total costs, and bank and corporation tax 22.3 percent, while on a 
functional basis enforcement activities represent 60.6 percent and basic 
activities, other than enforcement, 39.4 percent. 

The enforcement activities other than audit, for personal income tax, 
consist chiefly of two programs designed primarily to collect the tax 
from those who fail to file and pay on a voluntary basis. They consist 
of a comparison of state- with federal returns and a comparison of in­
come payments disclosed on information at source documents, with the 
corresponding income reported on tax returns. 

New positions requested for 1960-61 total 51.1, at a cost of $165,810. 
Of these, 47.1 are temporary help and four are permanent positions. 

The temporary help is all at the clerical level, is distributed through· 
out the agency, and the increase is due primarily to the anticipated 
increase in personal income tax returns due to popUlation growth and to 
1959 legislation which will increase the returns to be received during 
the current year by approximately 500,000 because of lowered personal 
exemptions. The full impact of these new returns on the workload of 
the agency will not be experienced until 1960-61. . 

We "ecommend app,-oval of the inc.-ease of 47.1 man·years of tem· 
porary help. 

'vVe believe this increase is fully justified on a workload basis, and 
the budgetary control process is such that it is only gTanted when and 
if the need develops. 

Administration 

One of the functions performed under administration is the review 
by an independent unit of proposed deficiency assessments resulting 
from the audit process. This review is conductcd by the Appeals and 
Review Unit, headed by the appeals and review officer, who is an at. 
torney, and consisting of four additional attorneys and two clerks_' 
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Franchise Tax Board-Continued 

It is stated that the number of cases on hand in this unit has in­
creased from 1,227 on July 1, 1956, to 1,534 at June 30, 1959, and is 
estimated to increase to 2,231 at June 30, 1961. At the average rate at 
which cases are being cleared, at present, the 2,231 cases represent 
about 2.4 years work. 

An additional attorney position is requested to assist in reducing 
the backlog. ' 

We recommend approval of the additional junio,' counsel position ,'e­
quested, budget page 336, line 7. 

According to the justification submitted by the agency, it is not 
expected that the additional attorney position will reduce the backlog, 
but only that it will retard the rate at which iti. increasing, as shown 
in the following: 

Undecided Cases at End of Fiscal Year 
Without addit-ional With additional 

position position 
1958-59 actual __________________________ 1,534 
1059-60 actual __________________________ 1,834 
1960-61 estimated _______________________ 2,231 2,001 
1961-62 estimated _______________________ 2,725 2,265 
1962·63 estimated _______________________ 3,316 2,626 

This indicates to us that a serious lack of long-range planning exists 
in the agency with respect to the appeals function, since the amount of 
money involved in these protested assessments has steadily increased 
from $9,685,000 on July 1, 1955 to $16,616,000 on July 1, 1959. 
, We believe that delay in processing these protested assessments is 
not only unfair to iridividual taxpayers, but is contrary to the best in­
terests of the State, if for no other reason than it tends to retard 
collection of revenue which is due the State. 

The function of this unit is to process appeals at the administrative 
le,~el and the manner in which this is performed is entirely at the dis~ 
cretion of the agency. 

An aggrieved taxpayer, against whom a proposed assessment for 
personal income or bank and corporation tax is pending, and who de~ 
sires to exhaust his remedies at the administrative level before paying 
the tax under protest and suing to recover in the courts, would, under 
present conditions, encounter serious delay in the process at two points: 
The first in the unit ,in question, and the second when the appeal is 
taken to the Board of Equalization where, as we have pointed out else­
where in this analysis, unwarranted delays also appear to be taking 
place. 

This, to ns, indicates the need for a complete overhauling of the 
appeals procedure in both major tax agencies and the creation of an 
independent board of tax appeals, appointed by the Governor, the func­
tion of which should be to enter the appeals process at the lowest pos­
sible level. 

Automobiles 

Included in equipment requested of $14,988, budget page 336, line 23, 
is $1,930, for replacement of an automobile. 

We recommend the elimination of $1,930 for replacement of one auto­
mobile, budget page 336, line 23. 
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We recommend the agency obtain a car, if needed for the purpose for 
which this car is used, from the Department of Finance pool on a 
rental basis, for while we have reason to believe that the carin question 
is an "undercover" car such cars are available from the pool on a rental 
basis. 

We believe that the best interests of the State would be served if all 
the agency-owned cars of the Franchise 'rax Board, of which there are 
ll, including the one for which replacement is requested, were to be 
transferred to the Department of Finance pool, and service obtained 
from the pool on a rental basis, particularly, since these cars are all 
located in Sacramento, San Francisco and Los Angeles, where such 
service is readily available. 

Particularly do we recommend that car E 256'338, which is a Sacra­
mento-based car, be so transferred, since this is a new car, purchased 
August 4, 1959, which the travel log indicates was idle on 55 of the 80 
working days between that date and November 30, 1959, or 68.8 percent 
of the time, and traveled only 2,661 miles, or at the rate of approxi­
mately 8,000 miles per year. 

We believe that limited usage, such as this, is conclusive evidence 
that the car should be placed in the 'pool where adequate usage would 
be made. 

Operations 

This is the division in headquarters which performs the line functions 
involved in proccssing and auditing tax returns and collection of de­
linquent accounts. It is the board's largest division and the one where 
the chief impact of the increased workload will be felt. It also supervises 
operations in the two regional offices in San Francisco and Los Angeles. 

Three additional positions are requested for Sacramento, a tax com­
pliance supervisor I, an accounting technician II, and a field repre­
sentative. 

We recommend approval of the three new positions req"ested. 
The tax compliance supervisor I position is requested to assist the 

supervisor of collections in review of legal documents filed in connection 
with bankruptcies, assignments, etc., and to assist in matters involving 
liens. He will also head up a small clerical unit currently handling such 
matters. 

We believe the position is justified because of a demonstrated increase 
in workload. 

The field representative position is requested in order to speed up 
the collection process on delinquent corporation taxes and appears to be 
justified, both on a workload increase basis, and because it will tend to 
secure more prompt payment to the State. 

The accounting technician II position is for a unit handling cor­
respondence in the collection section and appears to be justified on the 
basis of increasing workload. 

It might be appropriate to mention at this time that two matters are 
under study by interim committees, either of which could have a marked 
effect on this agency's budget. 
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Franchise Tax Board-Continued 

One is the possibility of amending the Personal Income Tax Law to 
bring the California tax more nearly into conformity with the federal. 
The executive officer has indicated that if a proposed bill, now under 
study, which is intended to accomplish this, should be adopted in its 
present form, a saving in administrative costs of $250,000 per year 
would result. 

The other is the possibility of placing the California tax on a with­
holding basis similar to the federal income tax and that imposed by 
many other states, including New York. While no specific plan is as 
yet under consideration, it is generally recognized that the adoption of 
withholding would substantially reduce the need for much of the pres­
ent enforcement work on personal income tax matters, while at the same 
time increasing the workload as to other matters. 

San Francisco Regional Office 

This office is occupying new quarters in the San Francisco state build­
ing during the current year. 

Included in equipment requested of $10,853, budget page 337, line 
78, is $1,300 for a low volume paging system with 25 speakers. It is 
stated that this is needed to notify the 35 audit personnel and the 30 
people in the enforcement unit who are working in that office at certain 
times during the year, of incoming telephone calls from taxpayers, since 
such employees are often away from their desks when such calls are 
received and cannot readily be reached directly by phone. 

We recommend approval of $1,300 for the paging system inclt,ded in 
equipment, provided one of the speakers is installed in the area in the 
the building where the employees normally take their coffee break. 

STATE TREASURER 
ITEM 127 of the Budget Bill Budget page 338 

FOR SUPPORT OF STATE TREASURER FROM THE 
GENERAL FUND 
Amount requested ______ .________________________________________ $380,189 
Estimated to be expended in 1959-60. fiscal year_____________________ 366,815 

Increase (3.64 percent) __________________________________________ $13,374 

TOTAL R ECO M MEN D E D RED U CTI 0 N __________________________ $13,610 

Summary of Recommended Reductions 
Amount 

1 Bond marI;:et specialist _________________________________ $10,860 
Related expense _______________________________________ 2,750 

ANALYSIS 

Budget 
Page Line 

330 35 

The State Treasurer's budget shows a net increase of $13,374. Major 
changes occur in reimbursements from other agencies for bond services 
and collection expenses totaling $48,123. This, in turn, offsets the in-
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State Treasurer-Continued 

creases in office costs, which amount to $55,321 or a net increase of 
$7,198. The actual increases in office costs may be summarized as 
follows: 

1959·60 
Salaries and wages _________ $279,607 
Operating expenses _________ 173,438 
Equipment ________________ 22,447 

1960·61 
$295,410 

212,956 
28,623 

Ohange/rom 
1959·60 

$15,803 ( 5.65%) 
39,518 (22.78%) 

6,176 (27.51%) 

Fiscal agent fees which have increased $23,419 and represent the 
largest increase in operating expenses, are computed on the basis of the 
number of bonds and coupons redeemed (25 cents per bond, and 4 cents 
per coupon). The gain in reimbursements is due to charges now levied 
against several agencies for administering matured bonds and coupons. 
The major increases in reimbursements are the administrative costs col­
lected from the State Employees and Teachers Retirement Systems and 
the Department of Veterans Affairs. 

The positions of Assistant 'l'reasurer and stenographer-clerk were 
established in 1957 by the Legislature to relieve the State Treasurer and 
his deputy of administrative problems and allow the deputy more time 
for supervising daily office operations. The position of senior stenog..: 
rapher-clerk was reclassified in the current year to an administrative 
assistant to aid the Assistant 'freasurer in the sale of bonds. 

1 Bond market specialist (budget page 339, line 35) _________ $10,860 
This position is requested for the purpose of planning, organizing, 

collecting and analyzing data concerning economic and demographic 
factors in the bond market and advising the Treasurer with reference 
to these and related matters. 

The Treasurer already has available to him the type of information 
which this position would secure and analyze. Agencies and institutions, 
professional bond people, informed investors and underwriters, and 
interested individuals who are active in the bond market constantly 
provide such information, much of it gratuitous, to those who ha;e 
bonds to sell. In addition the Department of Finance, because of its 
programs of investment of state fund moneys, is in possession of the 
type of information useful in the bond markets. 

The Treasurer's staff has already been augmented to provide essen­
tial services and positions upon which the Treasurer may rely in his 
activity as the designated selling officer for state bonds. 

We fond insufficient justification for the above-noted position and 
recommend disapproval. 

Pooled Money Investment Board-Investment Policies 

Chapter 1703, Statutes of 1955, which added Sections 16480 to 
16480.8 to the Government Code, created the Pooled Money Investment 
Board, consisting of the Controller, Treasurer and Director of Finance 
and authorized the board to invest or deposit money in the State 
Treasury without regard to fnnd. 
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The board meets, on an average, once each month and designates 
the amount of money to be kept in active noninterest-bearing bank 
accounts, in interest-bearing term bank accounts, and invested in securi­
ties, whereupon the State 'l'reasurer makes the deposits or investments, 
as designated. 

Section 16480.2 of the Government Oode reads as follows: 
"It is the intent of this article that money available for investment or 

deposit be invested in securities or deposited in bank accounts in such 
a way as to realize the maximum return consistent with safe and pru­
dent treasury management. " 

The board is also charged with responsibility for investing or de­
positing money in tbe Oondemnation Deposits Fund, pursuant to 
Ohapter 1851, Statutes of 1957. 

The November 1959 report of the Pooled Money Investment Board 
indicates that purchases of short-term securities amounting to $99,701,-
000, were made during tbe month, at an average yield of 3.99 percent. 
These purchases were as follows, by maturities: 

M a.t1wi'ty Yield 
January 1, 1960 __________________________ 3.93% 
January 14, 1960 _________________________ 3.95 
January 15, 1960 _________________________ 4.01 
January 28, 1960 _________________________ 3.99 
February 11, 1960_________________________ 4.14 

Total ________________________________ 3.99% 

AmQunt 
$13,404,200 
50,612,900 
18,851,400 

2,971,100 
13,861,400 

$99,701,000 

The report also indicates that the board continues to maintain term 
baul, deposits for the pooled money investment account of $150 million, 
all drawing 3 percent interest, although the last remaining term de­
posits for the Condemnation Deposits Fund were terminated on Decem­
ber 5, 1959, and all money in that fund is now invested in securities. 

If the $150 million were to be invested in securities, at current short­
term rates it could earn approximately 4 percent, or $6 million per 
year, instead of 3 percent, or $4.5 million per year, an increase of 
$1,500,000 in reven"e per year. 

In this connection it is of interest to note that Department of Fi­
nance Report AN 768, issued October 25, 1955, subject: "Policy for 
Investing Treasury Oash," contains the following statement (page 5) : 

"In Our opinion the amount of increment the State will receive 
should be the governing factor in determining whether excess moneys 
are (a) kept in time deposits, or (b) invested in government securi­
ties. " 

The report further points out that it has been contended by some 
that large amounts should be kept in time deposits for the following 
reasons, among others, regardless of whether more increment could 
be earned by other practices: 

1. To provide banks with adequate funds to purchase Oalifornia 
municipal bonds. . 

2. To provide banks with adequate funds to loan Oalifornia industry. 
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State Treasurer-Continued 

With, respect to the first contention the report states: 
"Municipal bonds must have been attractive to banks or they would 

not have purchased· them in the past. They will continue to purchase 
them in the future if they remain attractive even though this means 
a decrease in investment in federal securities." 

We concur in this view since banks are business enterprises, operated 
for profit, and in choosing securities for their investment portfolios 
would appear to be motivated solely by the quality and yield of. the 
securities. It is hard to see how the qualjty and yield of the State's 
own bonds would be affected by withdrawal of the State's deposits, 
particularly since these amount to only two-thirds of 1 percent of the 
total of all deposits in all California banks, which amounted to $22,-
537,815,000, on June 10, 1959, as reported by the Federal Deposit 
Insurance Corporation. 

With respect to the second contention the report states: 
"Even the complete withdrawal of state time deposits from the 

banks would not force them to curtail credit to California industry." 
To the extent that the State purchased short-term federal obligations 

with these funds it would presumably pay cash to present holders of 
such securities who in turn would deposit their cash in banks which 
would be available for mOre loans to business, etc. 

By maintaining time deposits of $150 million in the banks at the 
present time and thus foregoing possible additional revenue of perhaps 
$1 million to $1.5 million per year, it appears that the State is, in 
effect, granting an indirect subsidy to the banks without any corre­
sponding subsidy to other types of lending agencies, sucl) as life in­
surance companies, credit unions, finance companies, building and loan 
associations and the like. Whether or not this is desirable appears to be 
a policy question which should be subjected to legislative review, par­
ticularly since the decision appears to have been made not on the 
basis of earnings or security, but for other reasons of a broad state 
policy nature. 

In connection with both of the contentions referred to above it should 
be noted that during the period from April 1953 to February 1955, 
inclusive, according to data in Report AN 768, state demand deposits 
averaged $102 million, while state time deposits averaged $215,700,000, 
or a total of $317,700,000. 

At the present time state demand deposits are maintained at $35-
500,000, and time deposits at $150 million, or a total of $185 500 000. 
'l'his represents a reduction in total state bank deposits of $132;200;000, 
or 41.6 percent. 

There has been no indication that this reduction in bank deposits has 
affected adversely either the banks capacity to purchase California 
municipal bonds or make adequate loans to California indnstry. 
. It should be noted that the reduction in bank deposits was not at­
tributable to a reduction in cash available for investment or deposit, 
since the pooled money investment account has investments in securi­
ties of $177 million at-the present time. 
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An interesting development which took place during October 1959, 
was the reduction in demand deposits from $37.5 million to $35.5 mil­
lion, offset in part, by the creation of a term noninterest-bearing bank 
account of $167,000, with a termination date of June 30, 1960. 

This deposit was placed with one bank as compensation for acting 
as the Treasurer's collection agent for all maturing state-owned bonds 
and coupons for the period from October 1, 1959 to June 30, 1960, 
and was granted on the basis of competitive bids. The bank was will­
ing to accept a term deposit in a lesser amount than a demand deposit 
as compensation for these services because of the lower reserve required 
to be maintained with the Federal Reserve Bank; 5 percent for a term 
deposit as compared to 16t percent for a demand deposit. 

We recommend reconsideration of the existing policy establishmg 
the level of time deposits with banks with a view to making such de­
posits on the basis of the highest increment to the State. 

DEPARTMENT OF THE CALIFORNIA HIGHWAY PATROL 
ITEM 128 of the Budget Bill Budget page 341 

FOR SUPPORT OF THE CALIFORNIA HIGHWAY PATROL 
FROM THE MOTOR VEHICLE FUND 
Amount requested ______________________________________________ $29,792,442 
Estimated to be expended in 1959-60 fiscal yenr _____________________ 28,695,844 

Increase (3.8 percent) __________________________________________ $1,096,598 

TOTAL .RECOM MENDED REDUCTION _________________________ _ $21,772 

Salaries and wages 

Summary of Recommended Reductions 
Amount 

1 Painter I ________________________________________ _ 

Operating expenses 
Contractual analysis services _________________________ _ 
Aircraft rental _____________________________________ _ 
Psychological services _______________________________ _ 

ANALYSIS 

$5,772 

9,000 
5,000 
2,000 

Budget 
Page Line 

342 22 

342 38 
343 32 
344 67 

The increase of 3.8 percent in this budget is principally for normal 
merit increases in salary and wages, the addition of 53.2 new positions, 
and acquisition of new and replacement equipment. 

Painter I (b1£dget page 342, Une 22) ________________________ $5,772 

The agency has requested the new position of Painter I for the princi­
pal purpose of repainting the crash helmets worn by uniformed person­
nel assigned to motorcycle duty. Additional work assignments of this 
man would be repairing fire extinguishers, steel and cloth tapes, brake 
testers, and arranging for repair of weighing devices. 

It is recommended that this position be denied "ntil the following 
q"estions. are resolved. 

The agency now has 709 helmets on hand. Of these, 336 were repaired 
last year at a contracted cost of $6,337, or $18.86 per helmet. The salary 
for the position nnder discussion ($5,772) has been offset by a like re­
duction from operating expenses. A figure of $750 is given as the annual 
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