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taining such a special program is established. Therefore we recommend
that funds in the commassion’s 1962-63 budget be limited to the expenses
necessary to meet the State’s commitment to the present. agricultural
award holders with:no provision for the tssuance of further new agri-
cultural awards, but that current recipients continue to be eligible for
renewals as long. as they meet present qualifications.

This recommendation is made as an interim recommendation capable”
of being acted. upon by the Leglslamre at a budget session. We further
recommend, in view of the experience under the Agricultural Scholar-
ship Program and the availability of scholarships for deserving students
including agricultural students under the general scholarship program,
that the Legislature at the 1963 session consider legislation terminating
the spec1al program upon completlon of outstandmg commitments to
award winners.

With the exception of the deletions noted above, we recommend ap-
proval as budgeted. -

) BOARD OF CONTROCL
ITEM 118 of the Budget Bill Budget page 301

FOR SUPPORT OF BOARD OF CONTROL
FROM THE GENERAL FUND .

- Amount requested _. - - $16,758
State employees’ retirement - 1,049
State employees’ health and welfare 120

Total $17,927
Estimated to be expended in 1961 62 fiscal year___: 16,959
Increase (5.7 percent) $968

TOTAL RECOMMENDED REDUCTION i None
ANALYSIS

The board consists of the Director of Finance, who is designated by
law as the chairman, the State Controller, and a third member ap-
pointed by and serving at the pleasure of the Governor. The third
member may be a state officer who shall act exofficio. If he is not a state
officer he is entitled to $25 per day for each day of actual attendance
‘at meetings of the board, not in excess of four meetings per month,
plus travel. .

Its jurisdiction relates mainly to:

1. Making rules respecting such matters as travel expenses of em-
ployees, use of state ears, claims against the State and headquarters of
appointive and elective officials.

2. Acting as an administrative tribunal in connection with employee
merit awards, claims against the State, the discharge from accounta-
bility for collecting or refunding small amounts of money, and the
approval of refunds, credits and cancellations of certain taxes.
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‘With respect to the function of approving refunds, credits and can-
cellations of taxes, in our analyses for 1952-53, page 215, and 1961-62,
page 292, we suggested that the requirement of such approval be elimi-
nated. Such opinion is supported by two additional facts:

1. In the memory of the board’s staff it has never disapproved such
an item which indicates to us that the function is wholly perfunctory
and unnecessary.

2. Our position is substantially the same as that of the Organization
and Cost Control Division of the Department of Finance as stated in
its Survey No. 852, dated November 1, 1957, i.e., ‘. . . a substantial
part of board actions is concerned with its function of approval of
tax refunds. It appears that authority to grant tax refunds could be
delegated to the various tax collecting agencies. This authority could
be restricted to refunds within broad limits without prior board ap-
proval, ‘if such control is found to be necessary or advisable. The
board’s approval could then be required for exceptional cases where
adjudieation is required.”’

The proposed expenditures of $17,927 do not truly represent the
cost of the agency as technical assistance is performed by the staff of
the Department of Finance on a nonreimbursable basis. We estimate
the cost of these services at in excess of $35,000 so that the true cost
of the agency is probably about $55,000 per annum.

The prinecipal item making up the budget increase of $968 is rent
of $1,062 due to transfer of the agency’s office from the State Capitol
to a privately owned building.

We recommend approval of the amount requested.

STATE CONTROLLER
ITEM 119 of the Budget Bill Budget page 302

FOR SUPPORT OF STATE CONTROLLER
FROM THE GENERAL FUND

Amount requested $3,803,908
State employees’ retirement 193,692
State employees’ health and welfare i 25,895
Total ' $4,023,493
Estimated to be expended in 1961-62 fiscal year 4,223,358
Decrease (—4.7 percent) $199,865
TOTAL RECOMMENDED REDUCTION $133,895
B Summary of Recommended Reductions Budget

Inheritance and Gift Taz Division Amount Page Line

1 Existing inheritance and gift tax examiner IT, L.A.____ $6,672 307 19

1 Proposed inheritance and gift tax examiner II, L.A.___ 6,672 307 31

BEquipment for proposed examiner IT, L.A.___________ 1,337 307 49

Equipment. for proposed junior counsel, L.A.__________ 318 307 49
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Taz-Deeded Lands Division

7 District manager _______ 59,640 309 56
2 Assistant district manager ~ 12,720 309 56
4 Intermediate stenographer 19,920 309 57
1 Intermediate clerk _ 4,648 309 57
Salary savings —600 309 63
Total salary and wages S $96,328 309 65
Operating expenses 22,068 309 8
Hquipment 500 310 4
Total _ $133,895
ANALYSIS

The State Controller is an elected constitutional official who is the
accounting and disbursing officer of the State. In addition to these funec-
tions, the Controller administers the inheritance and gift taxes and
collects the motor vehicle fuel, the motor vehicle transportation (truck)
and the insurance premium taxes. This office also administers the motor
vehicle fuel tax refund program and reports on the highway financial
transactions of local governments. One of the divisions in the Con-
troller’s office advises local governments on property tax delinquencies,
and supervises tax-deeded lands. We have examined the functions of
this division in detail, especially their field office operations, and our
recommendations are contained in the last part of this analysis.

Table 1 shows the eight divisions in the Controller’s office and the
proposed man-years and expenditures for 1962-63. The disbursement’s
division aceounts for about 29 percent of the Controller’s budget before
computing retirement and health expenditures. Budgets next in im-
portance are the inheritance and gift tax, tax collection and refund,
and audits divisions.

Table 1—1962-63 Expenditures by Division, Fund and Proposed Man-Years
Proposed Expenditures

Proposed General Special

Division man-years Total Fund funds
Administration __._____________ 31.2 $272,939 $272,9389 ——
Accounting 54.3 498,091 451,690 $46,401
Audits 69.3 560,823 431,546 129277
Disbursements __.______________ 139 1,386,419 1,386,419 L

Inheritance and gift tax_________ 100.9 872,528 872,528 . -
Local government fiscal affairs___ 28.7 342,222 159,852 182,370
Tax -collection and refund.______ 78.9 632,483 31,576 600,907
Tax-deeded lands . __________ 23.6 197,356 197,356 .
Total __ 525.9 $4,762,861 $3,803,906 $958,955
Retirement - $251,987 $193,692 $58,295
Health and welfare . __________ - 32,540 25,895 6,645
525.9 $5,047,388 $4,023,493 $1,023,895
Percent of total expenditures . _________ 1009% 79.7% 20.39%

Table 2 shows the proposed 1962-63 expenditures by fund. All eight
divisions receive some General Fund money. Thirty-two percent of the
appropriation from the Motor Vehicle Fund is used to support the
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local government fiscal affairs division and the remainder, plus the
entire amount from the Motor Vehicle Transportation Tax Fund, is
used to support the tax collection and refund division. Twenty-six per-
cent of the appropriation from the State School Building Aid Fund
goes to the accounting division, and the remaining 74 percent to the
audits division. Prior to July 1, 1961, the tax-deeded lands division was
supported entirely from the Redemption Tax Fund. However, this fund
was abolished by the 1961 Legisla’ure, and its proceeds transferred to
the General Fund.

Table 2—Proposed Appropriations and Total Expenditures, 1962-63, by Fund

Budget Act appropriation Health and Total
Fund : Item No. Amount Retirement  welfare  expenditures
General ____________.__ 119 $3,803,906 $193,692 $25,895 $4,023,493
Motor “Vehicle Transpor- . ’
tation Tax —________ 120 208,729 12,504 1,556 222,789
Motor Vehicle Fuel Fund 121 574,548 33,468 3,785 611,801
State School Building
Aid 122 175,678 12,323 - 1,304 189,305
Total : : $4,762,861 . $251,987 : $32,54O $5,047,388

Table 3 compares the total expenditures, by division, for 1961-62 and
1962-63. This table shows that the proposed budget is $157,314, or
3 percent less than the current budget. However, the reduction eons1sts
of an increase of $42,551 in spemal funds and a decrease of $199,865
from the General Fund.

Table 3—Total Expenditures 1961-62 and 1962-63
by Division and Comparison

Total expenditures Increase or (—) decrease :
HEstimated Proposed General Other
Division 1961-62 1962-63 Total Fund funds
Administration ___.___ $267,472 $272,939 $5,467 $5,467 .
Accounting _._._._____ 552,283 498,091 —54,192 —55,364 $1,172
Audits . ______ 556,677 560,823 4,146 —1,135 . 5,281
Disbursements  __-___ 1,538,688 - 1,386,419 —152,269 —152,269 —
Inheritance and .
gift tax _______ . __ 853,150 . 872,528 19,378 19,378 —
Local government ) )
fiscal affairs ___..__ 337,438 342,222 4,784 -—5,155 9,939
Tax collection
and refund ._______ 609,577 632,483 22,906 1,145 21,761
Tax-deeded lands ____ 198,491 197,356 —1,135 —1,185 e
Total ___— ___.__ $4,913,776 $4,762,861 —$150,915 —$189,068 $38,153
Retirement _________ 273,166 251,987 —21,179 —22,308 1,129
Health and welfare __ 17,760 32,540 14,780 11,511 3,269
Total . ______ $5,204,702 $5,047,388 .. —$157,814 —$199,865 $42,551
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During 1961-62, the Controller initiated four new programs and ac-
celerated two others which required an allocation of $388,538 from the
Emergency Fund. The programs were:

1. Screening the uneclaimed property in safe deposit boxes. This is
part of the Controller’s responsibilities under the Uniform Disposition
of Unelaimed Property Act. This sereening is a test study to determine
if the resulting revenues will be sufficient to warrant the inspection
of all such safe deposit boxes.

2. Conversion of the disbursements division to an electronic data
processing operation (EDP). This program has been under study and
partial implementation for the last few years. On July 1, 1961, the
state payroll and warrant system was converted to an EDP process.

3. Integration of Federal Old Age and Survivors and Disability
Insurance with the State Employees’ Retirement System. This change,
which took effect January 1, 1962, resulted from legislation enacted
during the 1961 Session. :

4. Medical Care Act. Under thls program which was enacted by
the Legislature in 1961, the State will pay part of the health insurance
premmms of its employees ThlS process was also started on January

1, 1962.

5 (ift tax compliance program. During the current budget year the
inheritance and gift tax division embarked upon a pilot study of
checking local property transfer records, where no compensation was
indieated, to determine if such transfers were reported on gift tax
returns. If this program produces sufficient revenue, very likely it
will be continued in the future.

6. Research program for the inheritance and gift tax division. This
program consists of analyzing the incidence of these taxes, developing
information on possible ‘‘loopholes”’ in the laws, and compiling statis-
ties for evaluating proposed or actual legislative changes.

Table 4 shows the allocations of these emergeney funds, by division,
program, and budget category:
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Table 4—1961-62 Allocation from Emergency Fund for State Controller

Accounting Division
Program
Unclaimed property

Disbursements Division
EDP conversion

 OASDI/SERS
Integration

Mediecal care: progiam

Inheritance and Gift Tax
- Gift tax compliance

Research

Total Emergency Fund Allocation

Item Amount

Temporary help, 11.5 man-years,

to screen safe deposit boxes.
Salaries and wages_____________ $50,491
Legal advertising costs__________ 13,600
Operating and equipment expense 3,164

Temporary help, 23.5 man-years

Net salary and wages ——_.______ $98,718
Operating expenses ... ______ 60,541

Reimbursements - _______ —615

'

Temporary help, 24.7 man-years

Net salary and wages —________ $123,163
Operating expenses_____________ 41,333
Equipment 47,950

Reimbursements ____ .. ____ —87,966

Temporary help, 184 man-years

Net salary and wages —_______.__ $62,870
Operating expenses_____________ 30,532
Hquipment 20,550

Reimbursements . ________ —93,402

Division

Temporary help, 1.8 man-years,
for pilot study on reporting of
property transfers.

Salaries and wages_—.__________ $7,047

Operating expenses _____________ 1,992

Temporary help, 1.1 man-years, to
compile statistics for possible
changes in inheritance and gift

tax laws. ’
Salaries and wages__——__._.______ $6,486

Operating expenses__—__________ 2,114

Ttem 119

Total

$67,255

158,644

124,450

20,550

9,039

8,600

$388,538

Comments on each of the eight divisions in the Controller’s office,
with our budget recommendations, follow:

Administration Division

This division provides general housekeeping and staff services for
the entire agency as well as technical assistance to the Controller re-
lating to his responsibilities as a member of boards and commissions.
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No new positions are regested, and no increase. in the level of services
are proposed.
We recommend approval of the amount requested.

Accounting Division

This division had a staff of 54 permanent and 12.5 temporary help
positions, for a total of 66.5, in 1961-62. All except one of the tempo-
rary help positions was used in the sereening of safe deposit boxes,
upon which we have commented earlier. The proposed budget consists
of 54 permanent positions, one man-year of temporary help, and one
new accountant I position for the Bureau of Control Accounts.

We recommend approval of the new accountant I postiion for the
accounting division, $5,232, budget page 304, line 30.

The Bureau of Control Accounts maintains records covering all
funds in the State Treasury. These accounts record the réceipts and
disbursements on about 150 funds, together with statements showing
their resources, liabilities and balances The new position appears justi-
fied on the basm of increased workload.

‘While the aceounting division has not asked for additional temporary
help to continue the program of screening safe deposit boxes, if the
results during the current budget year prove successful, then the
Controller probably will ask for a new allocation from the Emergency
Fund during 1962-63.

Audits Division

During 1961-62, this division had 71.7 positions. Included in this total
were two temporary audit positions which were financed on a reimburs-
able basis by the California Disaster Office to audit the federal ecivil
defense program of assistance to local governments. The Controller
proposes to make these two positions permanent in the 1962-63 budget,
but they will still be financed on a reimbursable basis by California
Disaster Office. Therefore, in effect, no change in the staffing pattern
of this division has been made.

We recommend approval of the two mew perma,nent governmenial
auditor IT positions for the audits division, $14,052, budget page 305,
line 14.

Disbursements Division i

During 1961-62, 82.5 new temporary help positions, financed mainly
from emergency funds, were added to this division’s staff to handle the
increased workload resulting from the conversion of their operations to
electronic data processing, and to carry out the new programs enacted
by the 1961 Legislature for which no funds specifically were included
in the budget. These new programs were: (1) the integration of the
State Employees’ Retirement System with the Federal Old Age and:
Survivors Disability Insurance program, and (2) the Medlcal Care Act
for state employees.

An inspection of Table 5 shows how the staff was inereased in 1961-62
to handle these new programs, and how the current staff compares with
the proposed 1962-63 Budget:
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Table 5—Comparison of Disbursements Division Staff

1961-62 196268  Change From
Hnacted Budget Revised Budget Proposed Budget Revised Budget
Permanent positions - 111.0 1125 1125 -
Temporary help ______ 4.0 86.5 8.0 785
New positions - ______ - - 26.0 +26.0
Salary savings - ... —6.9 ‘ —8.0 —1.5 _ . 405
Total —__._________ 109.0 191.0 139.0 ‘ —52.0

In effect, the Controller’s proposal for 1962-63 is to convert 26 exist-
ing temporary positions to permanent, and to eliminate 52 other terpo-
rary positions.. This reduction in temporary help is possible because the
disbursements division has completed the most difficult part of the
conversion process.

We recommend approval of the followmg 26 new permcment posztwns
for the disbursements division. ‘

Number Position ’ : : Budget
Sacramento Ofice Salary Page - Line
2 Supervisor, electronic data processing . ___________ $15,540 - 306 15
5. Programmer II, electronic data processing___________ 36,345 306 17
3 Programmer I, electronic data processing [, 17,388 = 306 19
2  Programmer trainee 9,960 306 20
1  Senior clerk _. : 4740 306 21
1 Accounting technician II 4,980 306 . 22
1 Intermediate account clerk - 4,296 306 23
1 Intermediate typist-clerk ~ 4,194 306 24
2 Intermediate clerk - : 8,592 - 306 25
2 Xey punch operator : : 8,490 306 26
San Francisco Office ‘ s
1 Accounting technician II 4,980 306 - 28
1 ‘Intermediate account clerk 4,296 - 306 29
1 Intermediate clerk . ’ 4,194 306 30
Los Angeles Office
1 Accounting technician II 4980 306 .32
1 Intermediate account clerk 4,296 . 306 33
1 Intermediate clerk 4194 306 34
26 $141 465

Inherltance and Gift Tax DIVlSlOn

This division has -three offices; Sacramento, San Francisco, and Lios
Angeles. The Sacramento headquarters office handles the glft tax re-
turns for the entire State, plus the inheritance tax returns from the
Northern California counties under its jurisdiction. The San Francisco
and Los Angeles offices handle the inheritance tax returns from the geo-
graphic areas under their jurisdiction. This division is unigue in that
each of these offices is almost totally autonomous with respect to the
administration of the inheritance tax. There are no regular procedures
whereby inheritance tax cases completed in either San Francisco or Los
Angeles are reviewed by the headquarters staff in Sacramento.

The inheritance and gift tax division had a staff of 97 permanent and
6.2 temporary positions, for a total of 103.2, during 1961-62. Two of
these temporary positions were authorized on.October 1, 1961, and they
were used to conduct a temporary gift tax compliance program. The
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proposed budget does not authorize permanent status for these posi-
tions. Another of the temporary positions consisted of an intermediate
clerk (male) for use in the stock room in the Lios' Angeles office. This
position is being requested on a permanent basis for 1962-63. The fourth
temporary position consisted of an intermediate typist clerk to work in
the regular gift tax audit section. This position also is bemg requested
on a permanent basis for 1962-63. One of the remaining temporary
positions was a research.technician employed in collecting statistics for
evaluating the inheritance tax law. We have commented on this program
earlier in the analysis. This position also is being requested on a perma-
rent basis for 1962-63.

The proposed staff of this division for 1962-63 consists of 97 perma-
nent positions, two man-years of temporary help, and five new positions,
for a total of 104. As we mentioned earlier, three of the five new posi-

" tions currently are temporary help. The exceptions are one new junior
counsel and one inheritance and gift tax examiner II, for the Los Ange-
les office.

Comments on each of these new positions follow:

We recommend approval of one mew assistant research techwician,

for the Sacramento office, $7,573, budget page 307, line 26.
. The inheritance and gift taxes produced $71.6 million during 1960-61.
Unlike the Franchise Tax Board, the Controller has not compiled an-
nual statistics on the diverse components of these tax bases, their effec-
tive rates, the amounts and details on exemptions, ete. Thls type of
information is needed to intelligently evaluate these taxes and the reve-
nue effects of possible changes.

We recommend approval of one new intermediate typist-clerk for the
gift tax andit sectwn in the Sacramento office, $4,548, budget page 307,
line 27.

This position will help reduce the clerical backlog incident to un-
audited gift tax returns which amount to an estimated 10,800 cases as
of June 30, 1962.

We recommend approval of one new junior counsel for the Los-
Angeles office, $6,516, budget page 307, line 29.

This position was requested to meet the increased workload in this
ofﬁce

We recommend, that: (1) the proposed new inheritance and gift tax
examiner II position for the Los Angeles office be deleted, $6,672,
budget page 307, line 31, (2) an existing examiwer II posztwn in the
Los Angeles oﬁ‘ice be. deleted $6,672, budget page 307, line 19, and (3)
the San Francisco office dzscontmue the practice of preparing valua-
tions. of partnerships and closed corporations for the inheritance tax ap-
praisers.

Inheritance tax appraisers are appointed by the Controller to value
decedent’s estates for both inheritance tax and probate purposes. These
appraisers receive adequate compensation, both from the estates and
the” State for performing these functions.

The Los Angeles office of the Inheritance Tax Division is “unique in
that ‘its exammmg staff spends eon51derab1e time on preparing valua-
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tions of partnerships and closely held corporations for some of the local
inheritance tax appraisers. Table 6 shows that the Sacramento office
does not perform this service, and only a few such valuations are pre-
pared by the legal staff in the San Francisco office.

Table 6—Number of Valuations of Partnerships and Closely Held Corporations
Prepared for Inheritance Tax Appraisers by the Staff
of the Inheritance Tax Division

Year ' Los Angeles San Francisco Sacramento Total

1962-63 estimate___.__________ 301 16 0 317
1961-62 estimate.____________ 276 15 0 291
1960-61 258 14 0 272
1959-60 321 26 0 347
1958-59 385 34 0 369

‘We believe that it is inappropriate for state employees to perform
this service because:

1. The inheritance tax appraisers are paid to do this work.

2. The appraisers do not reimburse the State for the expenses con-
nected with performmg this service.

3. This service is provided for only some of the appraisers in the
Los Angeles region, none in the Sacramento area, and very few in
the San Francisco region. As a result, there is unequal treatment not
only among appraisers, but also among the dlfferent offices of the In-
heritance Tax Division.

We believe that if the examining staff in the Los Angeles office dis-
continues this service, then six rather than the existing seven positions
will be sufficient to handle the present ‘workload.

We also recommend that: (1) the equipment for the proposed exam-
iner position in Los Angeles, consisting of a chair, desk, caleulator and
side table be deleted, $1,337, budget page 307, line 49. (2) The desk
and chair now used by the existing. examiner posu‘wn which we sug-
gested be abolished, be transferred to the new junior counsel posttion.
(3) The desk and chair for the new jum’or counsel position be deleted,
$318, budget page 307, line 49.

We recommend approva,l of the new intermediate clerk position for
the Los Angeles office, $3,996, budget page 307, line 31.

This is an existing temporary help position which is employed in the
stock Toom to process incoming mail, handle heavy supplies, and main-
tain inventory control of the files.

Local Government Fiscal Affairs Division
This division is primarily concerned with the review and publication
of information relating to financial transactions of political subdivi-
sions. There are no requests for additional staff or inereased services.
We recommend approval of the amount requested.

Tax Collection and Refund Division
This division has two major functions, refund of gasoline taxes to
nonhighway users, and the collection of five taxes assessed by other
agencies. An estimated $17.6 million in gasoline taxes will be refunded
during 1962-63, based upon 77,000 claims.
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This division is abolishing three intermediate clerk positions; $11,892,
because a reduction in delinquent accounts was achieved by a bettér
billing procedure, and gasoline tax refunds are now processed by elec-
tronic data processing equipment. :

We recommend approval of the amount requested.

Tax Deeded Lands Division

Prior to July 1, 1961, the tax-deeded lands division was supported

from the Redemption Tax Fund, revenue for which consisted of fees
of $1.50 per parcel paid to the State at the time any tax delinquent or
deeded property was redeemed. These fees amounted to $903 211 in
1960-61.
- Chapter 881, Statutes of 1961, in effect July 1, 1961, abolished the
Redemption Tax Fund, provided that the revenues from redemption
fees shall acerue to the General Fund in future, that the balance in
the Redemption Tax Fund at -June 30, 1961; which amounted to $723,-
275, be transferred to the General Fund, and, in effect, that the future
activities of the tax-deeded lands division be supported by the General
Fund.

Accordingly the 1962-63. budget request for support of the tax-
deeded lands division will be the first such request subject to legisla-
tive review since the division has become a General Fund agency.

We recommend that the 7 field offices of the Tax Deeded Lands Di-
vision be abolished, with an annuol savings of $118,896, and that the
county tax collectors be given the function of renting omd mcmagmg
tax-deed property.

This budget reduction consists of the following items:

. ) Budget
Salaries and Wages L Amount Page Line
7 district managers i $59,640 309 56
2 assistant district managers 12,720 - 309 56
4 intermediate stenographers 19,920 309 BT
1 intermediate clerk 4,648 309 57
salary savings . —600 -
14 Total salaries and wages —— $96,328 309 65
Opeéerating Expenses
General $1,185 . 309 68
Communiecations . 1,438 309 70
Travel—in- state —— 9,900 309 71
Rent : 9,545 . 309 73
Total o'perating expenses $22,068 309 3
Equipment $500 310 4
Total, field offices : $118,896 310 9

These recommendations were made because the field staff is perform-
ing duties which are duplications of the work of county governments,
consist of funections which even local governments consider as an un-
economical expenditure of public funds, and in some respects are iden-
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tical to services performed by the headquarters staff of the tax-deeded
lands division.

Distribution of the field staff, by location and class is shown in
Table 8.

An Explanation of Tax-Deeding

The term tax-deeded refers to property which the State now owns
because the former owner did not pay the delinquent local property
taxes. As Table 7 shows, there is a waiting period of over five years
between the date the property first becomes delinquent and when it is
deeded to the State. At any time prior to deeding the taxpayer can
redeem his property, and thus prevent deeding, by paying the out-
standing taxes, interest, penalties and a $1.50 redemption fee to the
county tax collector. After deeding, the owner loses his rights in the
property but he still can reclaim it by paying the above costs up until
the hour the property is sold at public auction by the local tax collector.
All taxes, interest and penalties on delinquent and deeded property
go to local governments. The $1.50 redemption fee goes to the State
General Fund.

Table 7—The History of Property Deeded to the State in 1961

Date History

1. First Monday in March, 1955 ____ County assessor values property for fiscal yeal
1955-56.

2. September, 1956 _______________ County board of supervisors set property tax

: rates for 1955-56. :

3. December, 1955 First installment. of 1955-56 taxes due.

4. April, 1956 Second installment of 1955-56 taxes due.

5. May, 1956 _ . . ___. Delinquent property tax roll sent to county
tax collector.

6. June, 1956_ County tax collector publishes delinquent

property tax roll.

Five-year waiting period during which dehnquent property taxes
were not paid.

7. June 8, 1961 County tax collector publishes list of proper-
ties which will be deeded to the State on
July 1, 1961. Also. sends registered letters
to these delinquent taxpayers, so called pre-

. deed notices.

8.. June 30, 1961 Last date delinquent taxpayers can make ar-
rangement with county tax collector to pay
their 1955-56 taxes in installments.

9. July 1, 1961 1955-56 delinquent properties deeded to the
State for nonpayment of local property
taxes.

The pre-deed notices sent by the county tax collectors on June 8,
1961, are designed to notify the 1955-56 delinquent taxpayer that he
will lose the rights in his property unless either the delinquent taxes
and costs are paid in full by July 1, 1961, or he makes a contract with
the tax collector to pay in mstallments
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Activities of the Field Office Staffs

“The field staffs of the division are engawed in three main types of
activities:

1. Encouraging the present owners of delinquent property and the
former owners of deeded property to pay thelr outstanding local prop-
erty taxes.

2. Renting and managing tax-deeded property.

3. Advising local tax officials on procedures and the law relating to
tax delinquent and deeded property.

. 'We do not believe these activities justify the existence of the seven
field offices, for the following reasons:

1. The pre-deed notices sent by the field offices to delinquent tax-
payers, which are designed to encourage them to pay their outstanding
property taxes, have only limited value because:

a. They are duplications of the letters sent by the county tax collee-
tors.

b. They covered only 21 percent of the pre-deeded property in 1961,
whereas county letters were sent to the owners of all properties
for which a mailing address was available.

¢. Even the Controller does not believe these state notices are im-
portant, because none were sent to delinquent taxpayers in the
eight Bay Area counties in 1961.

2. There were only 38 pieces of property rented by the seven field
offices in the entire State of California on August 1, 1961. Lios Angeles,
with seven rentals, had the largest number for an individual county.
Twenty counties have not had any rentals during the last four years.
Since the entire amount of the rental receipts are given to the counties,
they should be. willing to assume the management of the very few
rental properties within their Jurlsdlctlons

3. Field offices are not required in order to provide advice .to local
tax officials. This service can be obtained, and currently is being pro-
vided, by the headquarters staff of this division in Sacramento.

4, The field offices are performing funetions pertaining to local prop-
erty taxes which even county governments consider as obsolete. For
example, these field personnel, who are state employees, personally con-
tact local taxpayers to encourage them to pay their outstanding prop-
erty taxes. County governments, which rely upon the property tax for
their main source of revenue, and therefore should be the ones modst
interested in delinquencies, do not believe it is feasible to personally
contact delinquent taxpayers.

A brief description of the headquarters operations of this division -
" follows.

Headquarters Office -

The Sacramento headquarters office has a staff of two administrative
and 7.8 clerical positions. Its proposed budget for 1962-63 amounts to
$78,460 out of a total of $197,356. The main functions of the head-
quarters staff, by type of program, are:

1. Tax delinguent property. During the budget year this office ex-
pects to receive from the county tax collectors lists containing 155,000
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pieces of tax-delinquent properties. The headquarters staff checks
these lists for accuracy of property descriptions and legal format. They
also make adjustments on their records when these properties are re-
deemed. From past experience it is evident that about 97 percent of
these delinguent properties will be redeemed during the five-year wait-
ing period before the property can be deeded to the State for the non-
payment of local property taxes.

2. Tax-deeded property. During 1962-63, the county tax collectors
will prepare and transmit to Sacramento deeds on about 3,800 pieces of
property that have been delinquent over five years. This office maintains
a file of these deeds, checks them for accuracy and gives clearances to
county tax collectors to sell tax-deeded property at public auction.
When such property is sold this office makes the necessary clerical
adjustments on its records.

. 3. Advising local tax officials. The headquarters office advises
county tax officials on procedures and the law pertaining to tax delin-

" quent and deeded property. It also conducts annual conferences and

serves as a source of information on pending and enacted legislation.

During the current year this division started preparing a manual
covering all the operations in county tax collectors’ offices, not just
those related to tax delinquent or deeded property. This manual is
being prepared at the request of the County Tax Collectors’ Associa-
tion. It is financed entirely from state funds, and no mention was made
of this program when the current budget was reviewed by the Legis-
lature.

The district manager of the Fresno field office has been preparing
this manual, and during the last six months of 1961, this activity
amounted to about 58 days. The 1962-63 headquarters budget containg
$1,902 in travel expenses and $525 for binders which are related to the
manual. The Controller does not have a precise estimate of when this
manual will be completed, or its total cost.

Field Offices

The stafﬁng pattern and location of the seven field offices in this
division -are as follows:

Table 8—Field Staff of Tax Deeded Lands Division
Assistant
: . District district
Liocation manager manager Clerical Total
Bureka _ 1
Sacramento __. . 1 —
Qakland _

1

1

Santa Barbara __ 1
Los Angeles _____ 1
. 1

7

Riverside

}H-;I WWHNDWHM
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The distriet managers in Eureka and Santa Barbara, which are one-
man locations, operate out of their homes with no state offices main-
tained for the positions in these communities. The Sacramento field
office is located in the same facilities as the headquarters office.

A detailed explanation of the three main funections of the field office
personnel, with indications of existing workload, follows.

Encouraging Taxpayers to Pay Delinquent Local Property Taxes

The eounty tax collectors are required by Section 3358 of the Reve-
nue and Taxation Code to send a registered letter in early June to
taxpayers whose property will be deeded to the State on the following
July 1. This pre-deed letter is sent to all taxpayers, both the owners of
improved and unimproved property, if the county has a mailing ad-
dress. The county tax collectors also are required to publish a legal
notice in a general circulation newspaper calling attention to prop-
erties which will be deeded to the State. This notice is published on
three different occasions during the month of June. Some counties also
iend a courtesy letter a year prior to deeding, but this is not required

y law.

Pre-deed notices are also sent in the early part of June by six of the
seven field offices of this division. The Controller’s notices are sent
mainly to owners of improved property while the county tax collectors
send letters to all property owners. The Controller’s notices state that
once the property is deeded, the taxpayer loses the privilege of paying
the delinquent taxes in installments. Table 9 shows the number of pre-
deed notices sent by the field offices during 1961.

The Lios Angeles field office takes additional steps, besides the notices,
to notify certain taxpayers before their property is deeded. This office
processes the county registered letters that pertain to improved prop-
erty which the post office returns as undelivered. To locate the present
address of these taxpayers, the field office manager checks voting regis-
tration lists, title company records, and even visits the property to
ascertain if a tenant or neighbor has information on the owners where-
abouts. There were about 50 such undelivered county registered letters
in 1961. The other field offices of this division do not go to this extent
to locate delinquent taxpayers.

‘After the property is deeded, the field offices send ‘“‘demand’’ letters
to the former owners of improved or rentable property stating that all
rents now belong to the State, and that as of a specified date the former
owner or existing tenant must vacate the property unless he receives
permission from this division to remain. In addition to these letters, the
field personnel normally visit these properties to: (1) encourage the
former owners to pay the delinquent property taxes before the property
is sold at public auction, (2) locate the former owner if he is not avail-
able by checking with neighbors or tenants, and (3) see if the property
is rented or rentable.

Table 9 shows the number of pre-deed and demand letters mailed by
the field offices during 1961. .
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Table 9—Number of Pre-Deed and Demand Notices Mailed by
Field Offices During 1961
Pre-deed Demand

Field office Jurisdiction notices letters
Eureka 17 Northern California counties —.___________ .97 30
Sacramento 11 Northern counties __. : 226 0
Oakland 8 Bay area counties 0 5
Fresno 8 Central valley counties 179 51
Santa Barbara T Southwest counties S 176 93
Los Angeles Los Angeles County 159 81
Riverside 6 Southern California counties ______.______ 406 188
Total ——___ 1,243 518

Note that no pre-deed notices were sent by the Oakland office and
no demand letters by the Sacramento office, in 1961.

In 1961 there were 5,918 pieces of property on the pre-deed lists
prepared by all the county tax collectors. The 1.243 notices sent by the
field offices. therefore, only covered 21 percent of the pre-deed property.
The actual number of deeds transmitted by the county collectors to
.the headquarters office of this division, after July 1, 1961, was 3,695.
The difference of 2,223, between the pre-deed and,deeded lists, repre-
sents properties which were redeemed or placed on installment con-
tracts during May and June of 1961. The efforts of both the counties
and the field offices were responsible for these properties not being
deeded ; neither one can claim sole credit. However, it is our opinion
that the county letters and legal advertisements were more s1o"n1ﬁeant
than the notices by the field offices.

Renting, Managing and Appraising Tax-Deeded Property

Most of the rented property consists of homes. However, there are
also other types of property rented such as business locations, billboard
sites, oil leases (one in Los Angeles County for $66 per quarter), and
desert land used by the U.S. Navy for a gunnery range. While the
rental proceeds are paid to the State Controller, all of these funds
are subsequently returned to the counties and the State is not reim-
bursed for the cost of preparing and servicing these rental contracts.

There are two general practices followed by the field offices regarding
home rentals. The Oakland office attempts, and usually is successful,
to collect rents from homes occupied by their former owners. The
other field offices normally collect rents only from homes that ‘are
occupied by regular tenants. This distinction in rental practices is due
to a court decision (People v. Gustafson, 53 Cal. App. 2d 230) which
says.in effect that the State can collect rentals from the former owner
for his occupancy of the deeded property, only if he agrees.

The field office managers make a so-called appraisal of the property
before it is rented. These appraisals are in the nature of an inspection
rather than a sclentlﬁc evaluation. The Controller s office states that
the ‘‘appraisals’’ serve two purposes:

(1) They are used to determine how much rent should be charged,
and (2) sometimes the county tax collectors use this figure as a basis
for setting the minimum price the property will be sold for at public
auction. We have doubts as to whether the latter purpose is either
significant or necessary. Some modification of the appraised value for
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tax purposes should be sufficient for setting the minimum auction
price.

Meanaging tax-deeded property consists of trying to locate new ten-
ants and seeing that the property is not damaged or destroyed before
it is sold at public auction. Loecating new tenants is accomplished by
posting the property with a sign indicating that it is available for
rent, or possible sale, and by checking with local real estate people.

The renting process is a short-term arrangement, normally not longer
than a year or two, whereby the State Controller collects some money
from the property between the time it is deeded to the State and sold
at public auetion by the local tax collector.

Table 10 shows the eight active rental accounts in the Oakland field
office on August 1, 1961. This office has jurisdiction over eight Bay area
counties, and during recent years it has been the largest rental collector
of the division’s field offices. Note that no rental contracts ex1sted in
four of the counties under its jurisdiction.

Table 10—Location and Rent from Eight Tax-deeded Rental Accounts in
Oakland Field Office on August 1, 1961

Counties Properties Rent
Alameda i A N $35.per month
B 5 per year
Contra Costa C 85 per month
D 30 per month
San Joaquin® B 15 per year
F 75 per month
Sonoma G 43 per month
H 30 per month

Table 11 shows the average annual rental receipts by county for the
last four years, the number of rental accounts in effect on August 1,
1961, and the estimated man-years of staff time of field office personnel
devoted to appraising, managing and renting these properties.

Table 11—Number of Rental Contracts, Average Annuzal Rental Receipts,

and Estimated Man-Years Devoted to Appraising, Managmg
and Renting Tax-Deeded Property

Number of rental Bstimated mon years
Average annual contracts in spent on appraising,
Field rental receipts effect 8/1/61 managing and renting

Office County 1957-8 to 1960-1 Annual Monthly taz-deeded-property
Eureka »

Butte —_____ $69 — — —
Colusa _____ __ . . -
Del Norte ... _— _— i —
Glenn ______ — —_— . —
Humboldt __ 1,344 — 3 —
Lake ——_____ 116 — — —
Lassen _____ - . - ‘ __
Mendocino __ 2,007 —— 1 —
Modoe —____ __ __ . ’ .
Plumas ____ _— — —— —
‘Shasta _____ 140 —— _ —_—
Sierra ———___ __ __ - __
Sigkiyou ___ 45 — . —
Sutter _—___.. — —— — —
Tehama ____ — — _ —
Trinity —____ 200 _— — _
Yuba ______ 10 —— _— -
$3,931 0 4 No estimate
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Table 11—Number of Rental Contracts, Average Annual Rental Receipts,
and Estimated Man-Years Devoted to Appraising, Managing
and Renting Tax-Deeded Property—Continued

. Number of rental Estimated man years
Average annual contracts in spent on appraising,
Field rental receipts effect 8/1/61 managing and renting
Office County 1957-8 to 1960-1 Annual Monthly tax-deeded property
Sacramento
Alpine _____ —_— — — ——
Amador ____ — — — —
Calaveras __ $3 —_— — -
El Dorado __ _— —— — -
Mono —.____ — — — _
Nevada —___ 4 —— — __
Placer ____.. _ . _ __
Sacramento _ 1,112 2 — __
Napa ___..__ 920 _— - .
Solano _____ 40 _— _— .
Yolo - — — — —
$1,249 2 0 0.4 man-years
Oakland
Alameda -__  $3,154 1 1 i
Contra Costa 1,769 _ 2 -
Marin .____ 103 — . __
San Joaquin 586 ] 1 1 __
San Mateo . 649 — - .
San Francisco 2,132 . __ .
Santa Clara _ 165 . __ __
Sonoma ____ 811 — 2 —
$9,369 2 6 0.9 man-years
Fresno :
Fresno ____. $159 1 — —
Kings ——____ 636 _— 1 __
Madera ____ . __ — .
Mariposa __ __ 1 — -
Merced _____ 291 — 2 —
Stanislaus __ 70 — _ __
Tulare ... 175 . _— -
Tuolumne __ 5 __ _— —
$1,336 2 3 0.39 man-years
Santa :
Barbara
Kern _.____ $179 . . — __
Monterey ___ 35 __ — __
San Benito - . e __ -
San Luis
Obispo _-_ 324 - 1 —
Santa Barabara 69 — —— -
Santa Cruz _ __ — _ .
Ventura ____ 282 _— __ __
$607 0 1 0.43 man-years

Los Angeles
Los Angeles _  $4,667 0 Ta 0.35 man-years
a Includes two.quarterly contracts.
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Table 11-——Number of Rental Contracts, Average Annual Rental Receipts,
and Estimated Man-Years Devoted to Appraising, Managing
and Renting Tax-Deeded Property—Continued

Number of rental Estimated man years
Average annual contracts in spent on appraising,
Field rentol receipts effect 8/1/61 © - manaeging eand renting

Office County 1957-8 to 1960-1 Annual Monthly tax-deeded-property
Riverside

Imperial ___ $659 20 — -
Inyo ————_ — _ — -
Orange ___... 47 —— 1 ——
Riverside ___ 370 — 1. __
San Bernar-

dino _____ 1,179 3 3 __
San Diego __ 793 - 1 —

$3,048 5 6 0.61 man-years
State totals _____ $24,207 11 27 Over 3.1 man-years

b Consists of federal government leases, the rent being paid directly to Sacramento,

Five items in this table are significant.

1. There were only 38 active rental accounts in the entire State of
California on August 1, 1961. Twenty-seven of these accounts were
monthly and the rest annual.

2. Twenty counties did not have any rental propertles during the
last four years.

3. Only six counties had average rental receipts in excess of $1,200
per year. The largest amount for an individual county was the $4,667
figure for Tios Angeles.

4. Probably about 3.5 man-years of staff time (including our esti-
mate of 0.4 for Eureka) was devoted to this function.

5. The average rent from the 27 monthly contracts was $54.44 per
month. The average for the 10 annual contracts was $33.93 per year.
The remaining annual contract was the naval lease in Imperial County,
for $527.33 per year, which was paid directly to Sacramento.

Advising Local Tax Officials

The field, like the headquarter’s staff, advise local tax officials on
procedures and the law relating to tax delinquent and deeded property.

We were not able to determine how important this function is at the
field level. From our contacts with county tax officials we learned that
the field staff made frequent visits to their offices. However, the larger
counties indicated that they did not use the services of these personnel
very often because they have their own experienced people working in
this area, and also they could call upon the county counsel or even
Sacramento for assistance.
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STATE CONTROLLER :
ITEM 120 of the Budget Bill Budget page 302

FOR ADDITIONAL SUPPORT OF STATE CONTROLLER
FROM THE MOTOR VEHICLE TRANSPORTATION TAX FUND

- Amount requested $208,729
State employees’ retirement . — 12,504
State employees’ health and welfare —— 1,556

‘Total ‘ $222,789

Estimated to be expended in 1961-62 fiscal year . 214,222
Increase (4 percent) ' = $8,567

TOTAL RECOMMENDED REDUCTION None

Summary of Recommended Reductions
This approprlatlon is for the costs of collecting the Motor Vehicle
‘Transportation Tax in the tax collection and refund division of the
Controller’s office, the details of which are 1nc1uaed under Ttem 119.
We recommend approval.

B STATE CONTROLLER .
ITEM 121 of the Budget Bill Budget page 302

FOR ADDITIONAL SUPPORT OF STATE CONTROLLER
-~ FROM THE MOTOR VEHICLE FUEL FUND

Amount requested __.__ $574,548
State employees’ retirement — 33,468
State employees’ health and welfare — 3,785
Total $611,801
Estimated to be expended in 1961-62 fiscal year : 585,125
Increase (4.6 percent) : __ $26,676
TOTAL RECOMMENDED REDUCTICN None

Summary of Recommended Reductiohs

This appropriation is for costs in the following divisions in the
Controller’s office:

Division - ‘ Amount
Local Government Fiscal Affairs i $182,370
Tax Collection and Refund — 392,178

Total = $574,548

‘The first amount is for reviewing and reporting on the use of state
gasohne tax funds apportioned to cities and counties, while the second
is for gasoline tax refunds and collection of the gasohne tax. Operations
of these divisions are included under Item 119. .

We recommend approval.
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STATE CONTROLLER :
ITEM 122 of the Budget Bill : . Budget page 302

FOR ADDITIONAL SUPPORT OF STATE CONTROLLER
FROM THE STATE SCHOOL BUILDING AID FUND

Amount requested $175,678
State employees’ retirement 12,3238
State employees’ health and welfare . 1,304
Total SR ‘ $189,305
Estimated to be expended in 1961 62 ﬁscal year 181,997
Increase (4 pe1cent) . $7,308
TOTAL RECOMMENDED REDUCTION . None

This appropriation is for costs in the followmg d1v1s10ns in the Con-
troller’s office: _
Division . . i Amount

Accounting _ i $46,401
Audits 129,27_7
Total i . $175,678

These amounts are for the cost of auditing and accountmg for the
expenditures of school districts for property financed by state loans
under the School'Building Aid Program. Operatlons of ‘these divisions
are included under Item 119.

We recommend approval.

’ '‘BOARD - OF EQUAI.IZATION R
ITEM 123 of the. Budget Bill - Budget page 312

FOR SUPPORT OF BOARD OF EQUALIZATION
FROM THE GENERAL FUND

Amount requested $13,092,408

State employees’ retirement - . 1,062,330
State employees’ health and welfare : 123,765
Total __._ $14,278,503
Estimated to be expended in 1961 62 ﬁscal year. : 13,839,399
Increase (3.2 percent) : $439,104
TOTAL RECOMMENDED REDUCTION el $115,679
Summary of Recommended Reductions Budget
) : o ] Amount Page Line
Salaries, Business Taxes—Districts. $115,579 314 65
ANALYSIS '

The increase of $439 104 in the total expend1ture program for 1962-63
ineludes increases of $23 152 and $68,094 from continuing appropria-
tions for employees’ retirement and health and welfare respectively,
while the increase in the actual budget bill appropriation item itself
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over the corresponding estimated expenditure program for 1961-62 is
$355,605, computed as follows:

Hstimated Proposed
) 1961-62 1962-63 Increase
Salaries- _ $15,467,714 $15,783,156 $315,442
Operating expenses 2,952,194 3,030,837 78,643
Equipment 127,415 127,415 .
Reimbursements —4,010,520 —4,049,000 —38,480
" Total $14,536,803  $14,892,408 $355,605

The agency has total authorized positions for 1961-62 of 2,410.8 of
which five are to be dropped at June 30, 1962, leaving a total of 2,405.8
for 1962-63. The positions to be dropped are the following:

Budget
Class Man-years Amount Page Line
Associate personnel analyst________________ 1 $8,112 312 176
Temporary help 4 11,406 313 23 v

Total 5 $19,518

The increase in salaries results in part from the inclusion of merit sal-
ary increases and in part from a decrease in estimated ‘‘salary savings.’’

The method of budgeting for salaries is to calculate the gross amount
due for all authorized positions, including merit salary increases, and
deduct an estimate for the vacancy factor due to turnover, referred
to in the budget document as ‘‘salary savings,”’ the difference between
the two being the actual amount of the appropriation available for sal-
ary payments during the budget year.

Thus if the amount of the ‘‘salary savings’’ as budgeted is reduced
over that of the prior year the net result is to provide funds for the
employment of additional staff even though no new positions are added.
This is what has happened in this agency and accounts for the increase
in personnel man-years of from 2,295.8 to 2,322.8 or 27, shown on
budget page 312, line 13.

We recommend o reduction in personnel of 27 positions, the in-
dividual positions and the amount to be determined by the Department
of Finance, but the amount to be not less than $115,579.

In all divisions except Business Taxes—Districts, salary savings
have been calculated in such a way as to provide funds for carrying
on the program during 1962-63 with approximately the same man-
power as was available during 1961-62. In the former, however, ‘‘salary.
savings’’ have been reduced so as to make funds available for 28.5
additional man-years during 1962-63. The amount of $115,579 is the
reduction in salaries which will result in this division if ‘‘salary sav-
ings’’ for 1962-63 are calculated at the same percentage of gross sal-
aries as in 1961-62, namely 4.40 percent.

We believe that the staff provided after this proposed reduction
will be sufficient to enable the agency to provide the same level of
service during 1962-63 as that provided during 1961-62. At least half
of the workload in Business Taxes—Districts relates to the field audit
program and is of the type which is controllable by the agency since
audits are made on a selective basis and not on the basis of 100 percent
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coverage. As we have pointed out repeatedly in the past, at least half
of the audit effort in terms of time and money expended is nonprofit-
able in the sense that the cost exceeds the revenue directly attributable
thereto and it has always been our view that this part of the program
can be curtailed without any loss in the effectiveness of overall tax
administration.
Action of the 1961 Legislature

At the 1961 Session of the Legislature the Senate Finance Committee
adopted the following resolutions regarding activities of the Board of -
Equalization, which have long-range significance :

““That because of uncertainty as to the additional revenue to be
expected from the employment of additional sales tax auditors the
Board of Equalization maintain separate records of the additional
revenue attributable to the activities of all auditors employed after
July 1, 1961, which represent an increase in the existing staff and
‘render a report on the results of these activities, including a proper
allocation of costs attributable thereto, to the next and each succeed-
ing session of the Legislature.

““That no additional field offices be added by the Board of Equali-
zation without prior approval of the Legislature as part of the regu-
lar budgetary review process . ..”’

The 1961 Legislature reduced the budget request of the Board of
Equalization for 1961-62, by $277,311. As a part of this reduction the
Legislature deleted 37 positions, 10 clerical positions to give effect
to savings from use of electronic data processing equipment, one audi-
tor IIT in Business Taxes—Districts, as unnecessary, and 26 because
they had been continuously vacant for a long period of time. The
current budget, as presented, gives effect to a reduction of 37 posi-
tions but in the case of nine positions, the auditor ITI, and eight in
the last category, the agency, with the approval of the Department
of Finance has substituted other positions for those actually identi-
fied by the Legislature, as follows:

Positions Abolished by Legislature

Administration—General Services
1 Intermediate stenographer

Positions Substituted by Agency

Business Taxes—Headquarters, office
1 Intermediate account clerk

($341-415)
1 Senior stenographer ___ ($376—458)
Business Taxes—Headquarters,
compliance
1 Tax compliance supervisor II
___________________ ($613-745)

1 Senior tax representative
($481-584)

Business Taxes—Headquarters, office

1 Auditor ¥ —___________ ($436-556)
1 Auditor IT —__________ ($556-676)
Business Taxes—Districts :
1 Auditor IIT __________ ($676-821)

Business Taxes—Districts
1 Intermediate stenographer
($341-415)

Property Taxes—Valuation
1 Intermediate typist —__ ($325-395) -
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_ ($375-395)
1 Intermediate typist ___($325-895)
Business Taxes—Districts ‘
1 Tax representative __.._ ($436-530)
1 Tax representative ____ ($436-530)

Business Taxes—Districts
1 Auditor T ____________ ($436-556)
___________ ($556-676)

Administration—Internal audit

1 Auditor IIT __________ ($676-821)
Business Taxes—Headquarters, files '

1 Junior-intermediate clerk
($281-395)
Business Taxes—Headquarters,

compliance
1 Intermediate typist -__($325-395)
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‘We question the propriety of these substltutmm sincethe basis on
which eight of these positions were. abolished by the Leglslature was
that they had been continuously vacant over a long period of time
which was evidence that .they were not needed for workload in the
particular unit where the vacancy existed, while the other, the Auditor
ITI, was abolished as unnecessary.

Staff Changes During Current Year

For the 1961-62 year the Department of Finance increased tempo-
rary help four man-years; budget page 313, line 23, and authorized
the establishment of an associate personnel -analyst position, budget
page 312, line 76, which increases are to terminate June 30, 1962 and
are not included in the budget as proposed for 1962-63.

Likewise for the 1961-62 year the Department of Finance added four
positions not previously included in the budget as approved by the
Leglslature which are included in the total proposed for 1962-63. One
of these is an auditor, included in the total on budget page 314, line 18,
~and further identified on page 240, line 17 of the Salary Supplement
and footnote (b) which states that the position was provided by re-
classification from a position erroneously omitted- from the 1961-62
Budget. The other three are appraisers for county contract timber
appraising a wholly reimburseable activity, budget page 315, line 65,
further identified in footnote (b) oh page 241 of the Salary Supple-
ment with the explanation that they were madvertently omitted from
the 1961-62 Budget, although provision was made in that budget for
the reimbursements. We believe that it would have been better pro-
cedure, in both these instances, to show the positions as terminating
June 30 1962 and as proposed new, for 1962- 63 supported by appro-
priate Justlﬁcatlon

‘What we regard as a much more serious violation of good budgetary
procedure is the fact that 24 positions were shifted among activities
in the agency during 1961-62, solely by administrative action, which
precludes the possibility of orderly budgetary review. At the average
salary of $6,664 for positions in the agency for 1960-61, this represents
a shift between programs of $159,936. All .of these changes are pro-
jected into 1962 63 and are meluded in the proposed budget for that
year.

These are not identified as new positions in the budget doeument and
the shift can only be disclosed by a line item comparison between the
1961-62 Budget, as approved by the Legislature and the 1962-63 Budget
as proposed. -

In some instances the transfera are identified by footnotes in the
Salary Supplement and in some instances they are not. There is no
indication, for example, as to the process by which the associate statis-
tician or the accounting officer III positions were added in Adminis-
tration.

We realize that good administration requu-es a degree of flexibility
and believe it is good practice to finance programs of higher priority
by curtailment of those of lower priority rather than by requesting
additional funds. We also believe that good budgeting requires that
any new programs, or any increases in the level of service for existing
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programs, whether financed from budget increases or by the curtail-
ment of other programs, should be: clearly presented and properly Jus-
tified in the orderly budgetary process.

Table I—New Positions Added During 1961-62 Without Budget Justificatio’nb

Division and Function Class Number
Administration ‘
Legal Z Clerical S 2
Personnel - Qlerical 1
. Administrative . Clerical B
Administrative analysis __________ Clerical 2
Statistics Clerical 1
Statistics Associate statistician
($676-821) E
Fiscal Accounting officer 11T
o . -($676-821) 1
Tabulating .. Tabulating machine assistant 1
Tabulating . Clerieal 3
Total Administration 13
Business Taxes-Headquarters L o
Audit __._ Auditors 2
Audlt Clerical 1
Total Busmess Taxes—Headquarters 3
Business Taxes-Districts e :
Compliance Compliance representative 3
Technician and clerk ~__-_______ Clerical 4
~ Total Business Taxes—Districts T
Property Taxes ,
Administration ‘Senior statistician
($821-998) 1
Total 24
"Table 2—Positions Deleted During 1961-62 as an Offset to
New Positions Added '
Diwision and Function Class Number
Administration :
General services Clerical 1
Business Taxes—Headquarters
Administration Auditor B
Administration Clerical 2
Files Clerical 2
- Office Auditor 1
Office Clerical 11
Total Business Taxes—Headquarters 17
Business Taxes—Districts : Co S g
Audit Auditor 5
Property Taxes . o
Intercounty equalization _______ e - ' Senior statistician
o SR : ($821-998) ; 1
Total 24

Unless this procedure is strlctly adhered to, Whole new programs can
develop within an agency, unknown to the Leglslature, by a process
such as that illustrated in Tables 1 and 2. Such has been the case in
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this agency with respect to the Administrative Analysis unit in Admin-
istration which now consists of 12 positions, budget page 313, lines 4
to 7. No presently existing position in this unit has even been included
as a proposed addition to the unit in any budget presentation in the
past.

In the present instance proper budgetary procedure could have been
accomplished by a budget presentation which showed the positions in
Table 2 as terminated during 1961-62, those in Table 1 as established
only to June 30, 1962, and as proposed new positions for 1962 63, sup-

ported by approprlate justification.

‘We are not in a position to evaluate the need for any or all of the
new positions shown in Table 1 at this time, since no systematic justi-
fication has been presented for any of them, -although we have some
serious reservations as to the need for adding staff to the Division of
Administration at the expense of the operating divisions, which appears
to be the general trend from the data in Tables 1 and 2.

We recommend that all positions in Table 1 be approved for 1 year
only, with o termination date of June 30, 1963; that the need for these
positions be reviewed ot that time and that any which are needed be
presented as new positions for 1963-64, supporied by appropriate jus-
tification.

We recommend further that any mew positions created by a similar
process m future be presented in Like fashion.

Electronic Data Processing

As we pointed out in our 1961-62 analysis on page 322 the agency
has substituted an electronic data processing system, using tape, for a
formerly operated punched card data processmg operation. Largely
as.a result, the staff of the tabulating unit in Administration has in-
creased from an actual 53.3 man-yéars in 1957-58 to a proposed staff
of 74 in 1962-63, while tabulating machine operating expense has in-
creased from an actual amount of $89,007 in 1957-58 to a proposed
amount of $203,740 in 1962-63. The total increase from these two iden-
tifiable costs alone is $286,009, or 87.0 percent, as follows:

Salaries - Exzpense Total
1962-63 proposed $411,118 $203,740 $614,858
1957-58 actual 239,842 89,007 328,849
Increase $171,276 $114,733 $286,009

The agency has indicated, in general terms, that savings will result
from this installation, although none has been identified, as yet, except
the 10 clerical positions deleted by the 1961 Legislature, at our recom-
mendation, with a full-year cost of $44,448. »

Neither has the agency indiecated areas into which it proposes to
expand its operations or the anticipated savings from such expansion.

We recommend that the agency identify all savings resulting from
this installation during the budget year and report them to the 1963
Session of the Legislature, together with a progress report on the sov-
ings, to that date, and the anticipated savings during 1963-64.
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STATE BOARD OF EQUALIZATION
ITEM 124 of the Budget Bill ' Budget page 312

FOR ADDITIONAL SUPPORT OF STATE BOARD OF EQUALIZATION
FROM THE MOTOR VEHICLE TRANSPORTATION TAX FUND

Amount requested $925,000
State employees’ retirement : 57,537
State employees’ health and welfare 6,780
Total - — $989,317
Estimated to be expended in 1961-62 fiscal year 985,373
Increase (0.4 percent) ' $3,944
TOTAL RECOMMENDED REDUCTION None

‘The State Board of Equalization assesses and the State Controller
collects the 1.5 percent gross receipts Motor Vehicle Transportation
License Tax on for hire truck operators. This appropriation is to cover
the board’s costs of administering this tax, the details of which are
included under Item 123.

We recommend approval as budgeted.

STATE BOARD OF EQUALIZATION
ITEM 125 of the Budget Bill Budget page 312

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

Amount requested - $875,000
State employees’ retirement - 54,515
State employees’ health and welfare 6,423
Total $935,938
Estimated to be expended in 1961-62 fiscal year 932,135
Increase (0.4 percent) » $3,803
TOTAL RECOMMENDED REDUCTION ; i None

The State Board of Equalization assesses and the State Controller
collects the Motor Vehicle Fuel (gasoline) Tax. The board assesses and
collects the Use Fuel (diesel) Tax. This appropriation is to cover the
board’s costs of administering these two taxes, the details of Wh1ch are
included under Item 123,

We recommend approval as budgeted.
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DEPARTMENT OF FINANCE
lTEM 126 of the Budget Bill ' Budget page 318
FOR SUPPORT OF THE DEPARTMENT OF FlNANCE
FROM THE GENERAL FUND . ‘ . .
Amount requested : il $7,946,691

State employees’ retirement . - 520,000
- State employees’ health and welfare . oo 108,840
Total , - $8,570,531
Estimated to be expended in 1961-62 fiscal year < 8,135,638
- Increase (5.3 percent) ' ‘ $434,893
TOTAL RECOMMENDED REDUCTION " $131,802
Summary of Recommended Reductions Budget
Executive Office e ' EER Amount ' Page Line
.1 'Speeial representatw«-‘ I $9,384 - 320 o
Audlts Division L :
Increase re1mbursements . - 62,000 322 7
Economie Development Agency ) ‘
General expense ' 1,000 326 T2
Travel in-state e 83,9500 326 5
Contract Services
New York World’s Fair Exhibit 30,000 326 78
Population celebration ___ .~ . - . 10,000 326 8
Organization and Cost Control Division . - :
Data processing systems analyst 8112 329 ¢
Purchasing Division )
1 Business service oﬁicer 1I : . 7,356 331 "3
. 8131, 802 . .
ANALYSIS

As presented in the budget document the Department of Fmance
includes the executive ofﬁce the Beonomic Development Agency, four
divisions of a fiscal nature, and nine service divisions, one of which is
the Office of Administrative Procedure, transferred t0 the department
by Chapter 2048, Statutes of 1961. In addition, the Service Revolving
Fund activities included in the appendix to the budget, starting at
page 1096 are supervised by various' components of the department.

The Purchasing Revolving Fund and the Printing Fund were com-
bined into the Service Revolving Fund eﬁeetlve July 1; 1961 by
Chapter 875, Statutes of 1961.

The operatlons of the department are ﬁnaneed directly by the appro-
" priations to the department in the Budget Bill and indirectly by ap-
propriations to other state agencies for services rendered by the various
divisions of the Department of Finance, which appear in the printed
budget either as reimbursements, which are detailed on budget pages
321 to 333, or as revenues to the Service Revolving Fund which are
shown in the appendix. Both the revenues and reimbursements include
some money received from outside sources which does not represent an
appropriation to some other state agency for services rendered by the
Department of Finance, but the amounts are relatively small.

The total money available to the Department of Finance for its pro-
posed expenditure program for 1962-63 is shown in Table 1.
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Table 1—Analysis of Total Expenditure Program

1962-63
1961-62 Increase
As 7 ‘Incresse " over
_originally - or (—) - As Amount 1961-62
budgeted ~ decredse revised requested as revised
Diréct appropriations (in- v : L
cluding retirement and-
health and welfare) =~ ‘ I
General Fund ______ -$8,529, 423 —$393 785 - $8,135,638 - $8,570,531. - $434,893
Fair and’' Exposition = ° . : I .
‘Fund 255,159 . —102 . : 255,057 255,925 - 868
School Building Aid . ' : ’
Fund___»___________' 824,572 11,645 836,217 871,354 ;35,137
. Subtotal____ _______ $9,609,154 —$382,242 $9,226,912 $9,697,810  $470,898
Relmbursements _________ '6,602,0383 ..1,393,308 7,995,341 = 8,470,951 475,610
Estimated Revenues of R o ’ ‘ . . ’
Service Revolving Fund : C o
Printing Division ____ 7,816,987 —116,987 7,700,000 11,731,040 = 4,031,040
General service . . o
" functiops _______.___ 7,143,656 = 1,226,450 8,370,106 . 8,834,822 464,716
Total v $31,171,830- $2,120,529 $33 292,359 $38,7 34,623 $5,442,264

To the extent that the reimbursements shown in Table 1 are’from
the Service Revolvmg Fund . for such items as auto insurance and
aceounting services and to the extent that direct appropriations include
amounts for such items as pooled car operations and printing which
are services performed by the Service Revolving Fund there is some
duplication in the amounts included in.the totals shown in Table 1,
but the extent .of such duplication: cannot readily be determined: .
- In theory, at least, the amount of the reimbursements and the esti-
mated revenues to the Service ‘Revolving Fund should be reconciled
with the totals appropriated for the services provided for in the budgets
of the individual agencies using these servieces, but it: is our under-
standing that.this is done only to a limited extent. The fact that the
revised budget for the current year provides for a $1,393,308 increase
in reimbursements over the amount budgeted or a 21.1 percent inecrease,
and the ‘estimated revenues from general service funections in the Servme
Revolving Fund were likewise icreased $1,226,450, or 17.2 percent
indicates to us the need for a much more careful reconelhatlon in the
future, since differences of such magnitude suggest a significant loss
of budgetary control.

. The significant increase in relmbursements over that 0r1g1nally pro-
posed for 1961-62 and the 1962 63 estimate is shown i in detail on table 2.
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Table 2—Analysis of Changes in Reimbursements

1962-63
1961-62 Increase
As Increase over
originally  or (—) . As Amount  1961-62
budgeted  decrease revised requested as revised
Automobile insurance ___ $471,690 $100,520 $572,210  $563,000 —$9,210
Trustees of State Colleges -~ 55,500 55,500 - - —55,500
Legal services ——________ 13,301 899 14,200 = 14,200 ) -
Management—analyses __ 7,700 2,300 10,000 7,500 —2,500
Devonshire Downs _____ 24,912 1,200 26,112 26,112 -
Accounting services _____ 176,750 51,250 228,000 249,856 21,856
Auditing serviees —_____ - 120,500 120,500 48,500 —72,000
Population estimates ____ 21,500 ~ 21,500 21,500

Miscellaneous sources —__ 19,700 19,700 12,000 —7,700

Janitorial and mainte-~

nance ___—__________ 3,311,828 177,841 3,489,669 3,903,021 413,352
Pro rata central telephone 1,705,400 184,183 1,889,583 1,915,777 26,194
Space planning ________ 20,000 5,000 25,000 25,000 -
Special work orders_____ 350,000 160,000 510,000 510,000 -
Overhead and

miseellaneous ——_—____ 127,700 57,300 185,000 190,000 5,000

Management of property. 31,000 31,000 31,000 -

Charges, property

acquisition __-_______ 172,236 —19,451 152,785 159,701 6,916
Charges, sale of real

property . ______ 43,000 7,000 50,000 50,000 -
Confiscated car expense._ 75,000 5,000 80,000 80,000 -
Employee parking __.___ - 25,240 14,740 10,500 9,000 —1,500
Fairs insurance __._____ 43,776 18,500 62,276 62,276 -
Construction supervision. 12,000 4,000 16,000 25,000 9,000

Subtotal ____________ $6,602,033 $967,502 $7,569,535 $7,903,443 $333,908
Hearing officer services.._ - | 425,806 425,806 567,508 141,702

$6,602,033 $1,393,308 $7,995,341 $8,470,951 $475,610

The ageney’s explanation for the major changes reflected in Table 2
are contained in our discussion of the divisions which follow. The pri-
mary objective of increasing reimbursements is to recover a more
appropriate portion of costs from special funds.

The legislative expansion in the Capitol Annex has caused a reloca-
tion of a number of the department’s activities. An increase in building
rental has resulted and is reflected in the budgets of the activities
affected.

The Division of Housing for the Elderly, established by Chapter
1765, Statutes of 1961, is subject to ratification by the electorate under
the provision of Senate Constitutional Amendment 10. No funds are
provided for the activity in this budget.

The Department of Finance is requesting 169 new positions for the
budget year. A number of these were established during 1961-62 and
are proposed for continuation. Of the total, 123 are requested for
Buildings and Grounds Division. All will be discussed under the appro-
priate division.
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Executive Office

The director’s office, and the legal and insurance sections comprise
the executive office. Support, other than salaries and wages, is budgeted
under the Administrative Service Office.

The director’s office, under the reorganization, now contains the fol-
lowing personnel:

Original Proposed

1961-62 1962-63 Increase
Number Salaries Number Salaries Number Salaries
Dirvector _____________ 1 $30,318 1 $30,318 - -
Deputy Director ______ 3 51,688 3 63,504 - $11,816
Assistant Director ___. 2 36,246 3 49,492 1 13,246
Technician and Clerk __ 6 34,308 7 43,158 1 8,850
Total . _________ 12 $152,560 14 $186,472 2 $33,912

The salary ranges of two of the deputy directors have been raised to
that of the previously highest paid deputy ($1,549-$1,764). The exist-
ing position of administrative serviece officer IT ($862-$1,048) has been .
transferred to the director’s office and reclassified to that of assistant
director. The salary range for this class is indicated in the Salary Sup-
plement as $1,274-$1,549, equivalent to that formerly paid the assistant
director for fiscal affairs.

One of the deputy directors with the related clerical position has been
agsigned to Washmgton D.C.

A new pos1t10n of special representative ($782- $950) is requested
for the director’s office.

We recommend elimination of a special representative, $9, 384 budget
page 320, line 7.

. There has\been no justification submitted to substantiate this request.
‘Wehave no indication of the nature of the duties to be undertaken by
this position.

It appears to us that sufﬁelent assistance is available in existing dep-
uty positions and elsewhere in the division to overcome the need for
this position, and that to add the position at this time would constitute
an increase in the level of service which is particularly questionable in
view of the expansion of this office from where it had one deputy direc-
tor and no assistant directors in 1956-57 and 1957-58 to its present five
high-level subordinates. :

Administrative Service Office

This division performs a number of the minor general housekeeping
functions for the department, such as library, central files and mail. It
also performs services for the department and others, on a reimbursable
basis where applicable, through the accounting, personnel, and data
processing sections.

For budgetary purposes, the employees and expenses of the Commis-
sion on State Government Organization and Economy and Devonshire
Downs, and expenses for the executive office are shown in this division.

The amount budgeted for 1961-62 for the Commission on State Gov-
ernment Organization and Economy, established by Chapter 2038, Stat-
utes of 1961, reflects a total of $15,600 in salaries and wages for an

287



Finance Item 126

Department of Finance—Continued

administrative officer and clerk, and $24, 400 for operatmg expense and
equipment.
Central File and Mail: :

An additional clerk is requested for central files and mail, budget page
320, line 63. The agency indicates that the requirement for messenger
service to the now decentralized offices of the division required that this
position be added during the current year. Increased use of a photo-
copying machine which must be attended is cited as additional justifi-
cation.

“We recommend appro'val of an addmonal clerk, budget page 320,
line 63, $4,092.

The intra-office mail and messenger services appear to be of a special
nature and are justified to maintain proper ecommunication even though
PurchaSing Division inter-ofﬁce mail serviee is provided.

Data Processing Section

The current staffing of the Data Processing Section con51sts of 17
positions previously authorized, 10 positions authorized by the Legis-
lature for. 1961-62, and nine posmons added administratively during
1961-62 and shown as proposed new for the 1962-63 year, for a total
of 36.

Of the 17 positions existing prior to 1961-62, we have no means of
determining which of these were added throuvh transfer or reclassifi-
cation, as prior to this time, the Data Processmg Unit was a part of
the accounting office and not shown separately.

Of the 10 positions authorized by the Legislature for 1961-62, five
had been added administratively during 1960-61 for printing: plant
accounting, and five were requested to undertake the following :

1. To place certain purchase order procedures on tabulating eq‘ulp-
ment.

2. To place equipment records of the department on such equipment.

~-8.. To place property and lease records on tabulating, and

4. To mechanize certain accounting and clerical operatlons of the
Loeal Alloeation Division. :

The latter five positions were granted despite our reeommendatlon
for deletion. Upon review, we find that three of these procedures have
not been initiated, and number (2) has not been completed. .

Of the nine positions added administratively during the current
year, shown as proposed new on budget page 320, lines 65 to 70, three
are devoted to program review and updating of procedures. The re-
maining six are to handle increased workload satisfactorily. The depart-
ment has been able to add these positions merely by increasing
reimbursements from the Service Revolving and Public Building Con-
struction Funds. v . v

In the course of our review, we have also found substantial increases
in tabulating equipment. The amounts originally budgeted, the revised
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and actual costs for tabulating machine operatlon found on budget
page 321, line 10, are shown below.
1959-60 1960-61 1961-62 1962-63

y Budgeted : - $27,423 $33,700 $70,000
As revised ) —— 23,500 65,000 ' _
Actual : $8,520 30,358 _— : __

" These amounts are in addition to a rental purchase of certain equip-
ment costing $5,801 annually, and the alterations and space required
to accommodate these increases.

Although there have been substantial increases in staff as well as
equipment, the only significant workload increase has been that added
when the department elected to perform the cost accounting for the
printing plant. This decision was a result of a report to the Legislature
by this office dated January 12, 1960 pursuant to Senate Resolutlon
128 of the 1959 Session.

Although there had been staff additions in the 1960-61 year, it was
not until recently that the first prmtmg plant reports were produced.

We recommend that the following positions be approved for one year
only, and that they be shown as proposed new for the 1963-64 yeor of
requwed .

‘Budget
Position No. - Amount Page - Line
" "Aceounting tabulating superv1sor Im.___.. 1 $6,672 320 66
Accounting tabulating supervisor I_________ 2 -.10,992 320 68
Tabulating machine .operator ___.___________ 3 12,888 - 320 69
Key punch. operator __ 3 11,700 320 70

Total L 9 $42,952.

While we recognize that to recommend deletion of these positions, or
disallow the equipment might make performance difficult, we feel that
further administrative staff additions, equipment changes or new appli-
cations should be curtailed until such time as the current performance
can be adequately evaluated.

" Auto Liability Insurance

During the budget year a new Motor Vehicle Llablhty Insurance
Policy. will be in force. The procedure followed in obtaining the desired
coverage is for the Insurance Advisor -to contact brokers selected by
the director who in turn solicit quotations from the insurance com-
panies.

The policy eurrently in effect was selected during June of 1959 from
eight proposals. All proposals were submitted by stock companies as it
is. the policy of the department to exclude mutual and reeiprocal in-
surers.- All were for a three-year term, on a retrospective rating basis
in which claim experience establishes the ultimate premium.

The following figures relatmg to automoblle msurance are taken

from budget page 321.
' Operating Ezpense (line 13) ) 1960-61 1961-62 1962-63
Automobile liability insurance____.__ $758,244 $804,000 $781,900

Retmbursements (line 25)
Automoblle insurance prem1um from S
speeial funds _- S o 449,442 572,210 563,000
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" Public Law 86-740 extended federal tort claim procedures to Na-
tional Guard vehicles which were previously covered by the State
through the General Fund. As a result a larger portion of the vehicles
insured were owned by special funds, requiring an increase in reim-
bursements from that soures.

‘We understand that the reduction shown for 1962-63 when a new
contract will be in force, reflects a return to bodily injury coverage of
$250,000 per person and $500,000 per-accident as well as a reduction
in the number of vehicles covered. During the current year, the policy
was endorsed to increage the coverage to $500,000/$1,000,000.

Under the retrospective rating system, the actual expendlture ﬁgure
shown is not accurate until the three-year period has expired and is
then subject to revision as claims are settled for two years after it
is closed. For this reason, the actual figure shown may be high or low
depending upon claim experience. Claims settled after this two-year
period are paid from current appropriations. The estimated and pro-
posed figures represent an estimation which bears little relationship to
the ultimate amount paid.

‘We feel that procedures for budgeting and placmg insurance require
the review which is proposed by the Director of Finance under contract
services at a cost of $9,000.

For the budget year, agencies were instructed to budget at $49.94
per vehicle, whereas the Department of Finance has budgeted at ap- -
prox1mate1y $41.37 per vehicle. If the Department of Finance has not
corrected the budget requests of individual agencies which may have
budgeted at the higher figure the amounts budgeted by special fund
agencies for auto liability insurance are excessive by 20.7 percent.

Contract Services

A major item of expense for the executive office, contract services,
is combined with that for the administrative service office. For the
budget year, the following contract services are anticipated:

S. F. Port District Fire Insurance review. - - $2,500
Review of State Printing Plant - 4,000
Review of Insurance Office : 9,000
Interagency agreement for Personnel Analyst assistance__________ 9,800
Interagency agreement Slxth Distriet Agricultural Assn.________ 1,200

.- Moving expense : 5,000
$31,500 .

In addition to the $31,500 shown above; $75,000 has been requested
by the Budget and Purchasing Divisions and the Economic Develop-
ment agency, for a total of $106,500 in contract services in 1962-63.

Accounting Services

Shown under reimbursements, Budget page 321, line 27, is the
amount recovered for aeeountmg, data processing, and personnel serv-
ices. A small portion of this amount represents wotk performed under
an actual time or contract basis for various boards and commissions
not a part of the Department of Finance. Another part is a charge
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to the Liocal Allocation Division, a special fund activity within the
department.

The largest portion is that eharged to the Service Revolvmg Fund
and the Public Bulldlng Construction Fund. As prevmusly mentioned,
a portion of the increase in eharges for accounting services to the
Service Revolving Fund, which is available for expenditure without
further appropriation, has been used to expand operations during
current year. Management of both funds is under the supervision of
the Department of Finance.

The Service Revolving Fund budget appears in the appendix and is
reviewed by this office. No mention is made of the Public. Building Con-
struction Fund which was established by Section 15845 of the Govern-
ment Code, other than on page 1128 of the Governor’s Budget which
is a narrative statement regarding state office buildings financed by
Joans from treasury funds.

We feel the activity in: this fund requires further consideration.
Revenues, representing charges to state agencies for rental of office and
storage space and parking, cafeteria concession and miscellaneous re-
ceipts are subject to change and should be reviewed. Expenses, in addi-
tion to payments for principal and interest, include maintenance, re-
pairs, and equipment budgeted by the Buildings and Grounds Division
and charges such as are contemplated in this budget for accounting
services and overhead.

We recommend that statements of opemtwn for the various public
buildings finamced out of the Public Buildings Construction Fund be
wncluded in the budget in the future.

Audits Division
Thirteen auditor positions were established administratively durmg
the current year to handle work on a reimbursable basis.
Estimated reimbursements for the current and budget year are shown
below :

No. of No. of
Agency” Auditors 1961-62 Auditors 1962-63
Department of Justice - :

Charitable trusts ________ 3 $26,500 3 $26,500

. “Pen-percenter” _ 2 10,000 0 .

Small Craft Harbors_ 1 6,000 1 6,000

‘Water Resources . ____._._._.__._ 7 62,000 0 .

Miscellaneous accounting .

serviee _________________ . 16,000 . __ 16,000

Total _ oo 13 $120,500 4 $48,500

- The four positions shown above as reimbursable for 1962-63 are pro-
posed new. The seven auditors for Water Resources which were reim-
bursable in 1961-62 but not in 1962-63, are also proposed new.

In addition three auditors are proposed to meet workload increases
consisting of new correctional and educational facilities and miscel-
laneous new state agencies for a total of 14 proposed new positions.
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We recommend approval of seven state financial examiners 111, $56,-
784, budget page 321, line 66 and seven state financial exawiiner II,
$46,704, budget page 321, line 67 and an incredase in reimbursements
m the amount of $62,000 for 1962-63, representing recovery of the cost
of auditors devoted to water resources cudits, budget page 322, line 7.

The effect of this recommendation is that the seven auditor positions
for audit in the Department of Water Resources be approved only on
condition that the work be continued on a direct reimbursement basis.

The seven positions provided during the current year for water re-
sources audits were authorized administratively under a plan proposed
by the Director of Finance to assure that adequate fiscal controls are
maintained in the Department of ‘Water Resources. These auditors are
engaged in what amounts to an internal audit funection which would
normally be performed by the agency including the review of construe-
tion contracts, and is being handled on a direct reimbursement basis.

The objective of this fiscal control unit is to undertake to do this work
until such time as it can be performed adequately by the Department
of Water Resources. At such time, only the normal review by the De-
partment of Finance would be provided.

‘We have proposed elsewhere in this analysis that new auditor posi-
tions requested for the Department of Water Resources be deleted. We
believe the Department of Finance positions should be specifically
identified with a contract amount, rather than included in the fiseal
pro rata charges, as is proposed in the 1962-63 Budget.

At some later date and in acecordance with long-range planning, these
positions eould be transferred to the Department of Water Resources
or be deleted when the requirement no longer exists.

‘We believe the positions can be more readily identified and controlled
if handled in this manner. .

Budget Division

Footnote (b) page 322 refers to line 42 above and indicates that a-
. clerical position was transferred from temporary help in the Adminis-
trative Service office. In reviewing this action, we find that justification
exists for this position, but feel that it should have been shown as a
proposed new position to allow for legislative review. The Administra-
tive Service office temporary help, budget page 320, line 58, from which
this position was transferred does not reflect a reduction, but rather
an increase of $5,000 over the $25,000 originally budgeted for 1961-62.

An additional associate research technician ($676-821) is requested
on budget page 322, line 55, to assist in the research on and determina-
tion of feasibility of tax programs which may be considered.

We recommend approval of one associate research technician, $8,112,
budget page 322, line 55. .

Under contract services, budget: page 322, line 66, $5,300 is shown
in the current year, and $10,000 is budgeted for the 1962-63 year. We
understand that these amounts are required to provide estimates relat-
ing to junior college enrollment. One aspect relates to attendance report-
ing, as directed by Chapter 1833, Statutes of 1961, and the other to
consideration of capital outlay needs.
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Buildings and Grounds Division

This division provides the maintenance and operation services for
state oceupied or owned buildings as may be required.

This budget reflects the elimination of 34 previously authorized posi-
tions which were not required, and the addition of 123 positions, 119
for new facilities scheduled for 1962-63, and four for existing buildings.

Weé recommend approval of the following 123 positions as requested,
budget. page 324, lme 25 through budget page 325, line 18, totaling

$352,615. :
New Facilities : - Scheduled opening
Sacramento , ’ :
Motor Veliicle Building (Deg. 1962) - __ 3 $181,658
" Public Works Building Annex  (April 1962).___ 9 33,480
Agriculture Building Annex (Jan. 1962)_.___ 3 11,160
. San -Diego State Building  (Nov. 1962) ____ 34 108,617
o a ' 19 $226,298
Existing Facilities:
{Sacramento [ : : : e
Telephone . operator. .. . i 2 . $5,580
.:San Franeisco.
Office building envmeer i 1 6,060
) Carpenter I e m 1 6,060
w4 ) $17,700
Total ' ' 123 $352,615

_ The ‘compliment of personnel requested for new facilities represents
the best estimate the division can make and is based upon past experi-
ence in similar facilities and established standards. The requirement for
individual -positions and corresponding ‘amounts requested are syn-
chronized with the scheduled ‘completion date. Should the need for
some of these pos1t10ns not materialize, they will not be estabhshed as
hag been the case’in the past.

The positions requiested for the San Francisco building represent a
requirement which has developed. The telephone opelators are related
to workload i increases. ‘

Cen'cr'al Telephone Exchanges '

. When the new Los Angeles State Building was occupied in Deeember
of 1960, a new type of centralized telephone exchange service was
1n1t1ated The existing system was incapable of providing service for
the agencies to be located. in the two buildings.

.'The Department of Finance had the option of selecting elther ‘a
“701A” automatic private branch exchange system comparable to.that
used in Sacramento and similar to the previous system in Lios Angeles,
or g ‘‘Centrex’’ direct inward dialing system. Although. the centrex
system was a relatwely recent 1nnovat10n the department elected to
prov1de this service.. ..., . .. o e

. The :basis for .this demsmn appears to have been .a cost comparlson
made in September 1959 by the Communications Division which re-
flects a reduction in the total monthly charges, a lower installation
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charge, and other related savings. The estimated reduction in monthly
charges is shown in the following projection which was provided for
Oetober 1961.

Mechanical

701 dial switching
system system
‘Working stations and related equlpment ___________ $7,095 $11,575
Switchboards 1,440 720
Personnel i 9,370 5,099
Total - $17,905 $17,394

The estimation of installation charges showed a one-time savings of
$14,410 under the centrex system. Miscellaneous savings oceur in space
and the ability to identify the origin of calls for billing.

In May 1961 the department received a proposal for a centrex or .
direct in-dialing system for San Francisco. The Department of Fi-
nance’s State Administrative Manual Transmittal Letter No. 79, July
81, 1961, which contains information and instructions prepared for
1962-63 budgets states in the telephone and telegraph section, ‘‘The
exchange system for the State Office Building in San Franecisco will be
converted to a more automatic system in 1962-63. This installation, how-
ever, will result in a doubling of costs during 1962-63 over 1960-61.”’

We recommend that the proposed new installation for San Francisco
be curtailed until adequate review of this proposal i made by the
Legislature.

Experience in Lios Angeles has shown that the total monthly charges
are substantially greater than anticipated. This inerease is reflected
only in the individual agency budgets.

The agency personnel find that the working statlons, now eostmg
$4.25 rather than $1.00, require various ‘‘key’’ equipment items, call
directors, and related extras for proper. serviece, which increase their
costs. The Department of Finance on the other hand, can show a reduc-
tion in switechboard personnel and central exchange equipment. As the
tariff for this new service is not firm, it, t0o, may increase significantly.
We have no means of evaluating the public’s response to a system
which is dependent in large part on the caller having the state 1oea1
station number,

‘We are not convinced that the centrex system currently in wuse in
Los Angeles should not be replaced by the 701A system.

Related to this problem is the state telephone directory which is pre-
pared by the Department of Finance. We are doubtful if the addi-
tional convenience of the new type dlrectory offsets the’ substantlal
increase in cost.

Economic Development Agency
" In our 1961-62 Analysis, we made recommendations for substantial
reductions in this agency’s budget. The Department of Finance offered
an alternative proposal for a reduction which was accepted by the
Legislature. These reductions are reflected in the estimated 1961-62
figures.
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However, those operating expense items which were not speelﬁed in
our recommendatlons have not been adjusted, and are extended into
the budget year. The original amounts proposed for 1961-62, as reduced
by the Legislature, the revised 1961-62 and estimated 1962-63 figures

are given below.
: Proposed  Revised Proposed

Operating expenses 1961-62 1961-62 1962-63
General expenses $4,000 : $4,000 $4.000
Communications 3,820 3,820 3,820
Printing 8,000 8,000 8,000
Traveling—in-state : 15,800 15,800 15,800
Traveling—out-of-state _ . ______________ 2,000 2,000 2,000
Rent—building space : - 7,800 7,800
Contract services 15,000 15,000 55,000

We recommend a reduction of $1,000 in general expense, budget page
326, line 72, and $3,950 for travel—in-state, budget page 326, line 75.

The Leglslature eliminated 4.5 positions, or 29.6 percent of author-
ized staff. We feel that a corresponding reduction of at least 25 per-
cent should be reflected in the general expense and travel—in-state cate-.
gories. The rental amount requested represents the twelve month cost
for a suite in the Hotel Senator. We are informed that the ageney will
be moved to the 11th and L street building in the near future.

‘We are informed that $30,000 of the $40,000 increase in contract
services represents the amount which would be required for the State
to design and develop specifications for an exhibit at the New York
World’s Fair, which is scheduled for 1964.

We recommend a $30,000 reduction @'n contract services, budget page
326, line 78.

None of the details of this proposal are available for further evalua-
tion. However, it does appear to us that this promotional or advertising
activity was not intended by the Legislature when it created this agency
in 1959.

The remaining $10,000 of the inerease is to provide for observance of
California’s becoming the nation’s leading state in population..

We recommend a further reduction of contract service, budget page
396, line 78, by $10,000.

As in the previous recommendation, we do not feel that this type
of activity is appropriate nor intended for this agency.

: Fairs and Expositions Division

A new position of electrical inspector II, ($676-821) is proposed on
budget page 327, line 35, to review electrical needs of capital outlay
projects. The cost of this position is to be recovered through reimburse-
ments for construction supervision.

The Division of Industrial Safety is critical of the electrical systems
in the fairs supervised and the problem of correcting and preventing
electrical violations is a continual one. The Division of Architecture
coneurs in this request, as a means of alleviating this problem.

We recommend approval of one electrical inspector 11, $8,112, budget
page 397, line 35.
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Local Allocations Division .

The reass1gnment ‘of existing positions within this division, which is
prlmarlly concerned with the School Building Aid program, has re-
sulted in deletion of the additional position authorized in the 1961-62
budget.

The $3,500 shown on budget page 328, line 44, representmg the Gen-
eral Fund portion of the total cost of this division, is connected with
the veterans’ housing program, established by Chapter 28, Statutes of
1946,

Organization and Cost Control Division

This division was established by Chapter 1837, Statutes of 1957 and
has as its primary functions organization plannmg and research and
manpower and cost eontrol. Co—ordination of the work of this staff with
that of the Budget Division is essential, but difficult under the present
circumstances such as organizational placement and physical location.

The work of the division falls into the following categories: '

General Projects—those with statewide application

- Limited Projects—those with application to spec1ﬁc agencies

Manageme'nt surveys——overall surveys of .agency’s objectives, p011-
_cies, ete.

Miscellaneous

Two sections; management research and accounting systems, under-
take to perform these surveys. The accounting.systems staff is further
subdivided into accounting systems and electrome data proeessmg Sys-
tems staff.

Reimbursements, in the form of charges to other agencies for contract-
services, are as follows

Year . Amount
1957-58 ‘ $30,188
1958-59 25,352
1959-60 - 15,819 .
1960-61 11, 076
1961-62 (estimated) . el 10,000
196263 . (estimated) : : : 7 ,500

This trend in decreasing revenues reflects a decreasing need for con-
tract serv1ces, caused in part by the increase in qualified staffs in magor
state agencies.

For this same reason the management research section is placing in-
creased emphasis on general projects rather than limited projects. The
paperwork management program, an example of such a project, is how-
ever, the only general project identified in the budget year program. -

An additional Data Processing Systems- Analyst ($676-$821)
requested for the electronic data processing systems staff, budget page
329, line 6. This staff is devoted almost exelusively to limited projects:

We ‘recommend deletion of .one data processing systems analyst
$8,112, budget page 329, line 6.
© The limited projects in which this section engage consist. prlmarﬂy
of the conduct of feasibility studies for various agencies. ' We feel that
this unit should more properly be charged with the review and evalua-
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tion of feasibility studies produced. by the agencies. This authorlty ex-
ists in the contract approval powers of the Director of Finance. If this
change in work is made, the present staff should be adeuqate.

The question may arise as to the availability of trained personnel to
conduct these studies in agencies. We feel that agency personnel should
become familiar with this field when it is 1n1t1a11y explored, rather than
after a decision has been made.

We recommend that in the future this staff devote its time to the
review and conitrol of existing and p/roposed installations and projects
of a general, agency-wide nature.

~There have been numerous references made in this analysis to data
processing installations which have not met expectations. The develop-
ment of a feasibility study format by this unit for use by interested
agencies should be the first:undertaking. Assistance should be provided
to agencies in defining objectives, organizing for the study, making cost
analyses, selecting. personnel and equipment, scheduling installation
and conversion. An objective review of the conclusions would be pos-
sible only under these circumstances. Such a review is not possible when
the staff prepares the study.

The general projects currently in proeess such as lease versus pur-
chase determination, and consolidation of installations under the new
agency concept should also be accelerated.

Suggestlon System

The staff of the suggestion system eons1st1ng of the co-ordinator, two
staff assistants and two clerks, is housed with this agency. The Mer1t
Award Board, which this staff serves, is designated by the Board of
Control. Its function is to review suggestions and recommend to the
Board of Control those which it feels warrant an award.

However, neither the Merit Award Board nor its staff participate in
the evaluation of employee suggestions to any great extent. It usually
accepts the  agency’s recommendation, including the -amount to be
awarded. The suggestion system staff serves primarily to receive sug-
gestions from the employee and to record and forward them back to
the agency of origin for the evaluation. It also edits matenal for board
review.

Our evaluation of the manner in which thls procedure has operated
in the Department of Mental Hygiene is contained in the analysis of
that agency’s budget. We do not believe that this operation is very
effective as it is presently organized and administered. More meamngful
analysis of management’s relationship to these suggestions is needed,
with follow-up by the Department of Flnance

Planning Offlce
“The programs currently assigned to the planning office fall within
three .categories, local assistance, state development planning, and sup-
port of the metropolitan area study A staif of 10 positions is authorized
for the 1961-62 year.
The 1962-63 budget request reflects an increase of nine positions, of
which eight are proposed new. The transfer of the Capitol Building and
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Planning function and existing position from the Budgets Division is
the remaining staff addition.
Of the eight proposed new positions the followmg relate to on- gomg

programs:
1" Associate planner i $8,112
2 Assistant planner - . ‘ 13,344
1 Intermediate typist-clerk 3,900
4 Totals . $25,356

The associate and one assistant planner are requested to augment the
existing three-man staff working on the state development plan which
was assigned in 1959 under Sections 65012.1 and 65013.2 of the Govern-
ment Code.

The other assistant.planner is requested in the local planmng section,
This section, with two men now -assigned, is concerned with assisting
localities in obtamlng urban planning ass1stance grants under Section
701 of the Housing Act.of 1954.

The clerical position is required to support the additional staff.

Two positions, one associate and one assistant planner, were con-
tinually vacant from July 1, 1960, when they. were.established, until
July 31, 1961, and. August 14, 1961, respectively. The state development
plan is scheduled to be completed for adoption sometime- during the
period from January 1963 to January 1966. We think that the Legis-
lature should be given a progress report on this plan. The basis for this
proposed increase is presumably to complete the plan at an early date
in response to the growing criticism of the State’s planning efforts or
lack of planning. We ¢oncur in the need to secure early completion of
the plan, but otherwise have little concrete basis for recommending
these positions, pending a full progress report to date.

Area Redevelopment Program

The following positions are requested to support a new program
proposed for 1962-63:

1 Senior economist : $9,852
1 Associate planner : 8,112
1 Assistant planner 6,672
1 Intermediate stenographer - 3,900

Total X $28,536

‘We understand that Public Law 87-27 provides that local communi-
ties designated by the federal government as a.redevelopment area
may apply through a specified state agency to-the federal government
for assistance. This application must be supported by an economic
development plan.

The planning office has been selected as the state agency to handle
this program- due to its familiarity with the local planning funection:

Property Acquisition Division
This division is responsible for the real property acquisition manage-

ment and disposal activities of the Department of Finance, and: also
provides support for the Public Works Board.
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- We understand that the release of surplus property by the federal
government has temporarily required a reassignment of time formerly
devoted to the sale of state surplus property to the acquisition of avail-
able federal property.

While the revenue derived as a result of the sale of surplus state
property shows a decline, the cause is not necessarily this diversion of
manpower. Continued litigation has also delayed sales.

General Fund revenue from the rental and sale of property is shown
on budget page 334, lines 73 and 74.

A comparison of projections W1th aetual revenue from these sources
is given in Table 3.

Table 3 :
© 1958-59 1959-60 1960-61 1961-62 1962-63

Sales Revenue .

Original estimate - _________ $4,250,000 $4,565,750  $9,757,000  $3,980,000  $5,201,200

Revised estimate ____ . - _____ 616,300 616,108 7,510,306 3,326,125 L —

Actual 185,387 181,217 8,996,401 — —
Rental Revenue . o

Original estimate —__________ . _ 153,857 192,040 256,346 130,000 103,500

Revised estimate ______._______ 211,345 250,117 130,000 103,500 —

Actual 3 305,108 243,628 112,268 — -

Purchasing Division

In addition to conducting the purchasing activities for the State,
excepting the University of California, this division superv1ses certain
of the service revolving fund umts and performs mlnor intra-agency
service functions,

Two positions, authorized by the Department of Finance during
1961-62 are proposed for continuation in the 1962-63 Budget. One of
these, a business service officer IT ($613-745), budget page 331, line 73,
is requested to supervise the office machine repair and centra,l repro-
duction units of the Service Revolving Fund. We understand that
the cost of this position is reimbursed from the fund which is shown as
services to other agencies, budget page 332, line 24. The $12,000 also
includes a portion of the cost of the parkmg facilities analyst, budget
page 331, line 60.

We recommend deletion of one business service officer II, 37,356,
budget page 331, line 73.

This position reports to the Chief of Purchasing Services who  also

supervises the Manager of Stores and Surplus Property Co-ordinator.
‘We feel that the span of control exercised by the Chief of Purchasing
Services could easily include the supervisor of office machine service
($505-618) and reproduction machine supervisor ($5656-676). Another
level of management which the proposed position represents appears to
be an addltlonal cost which will be difficult for these revolvmg fund
activities to assume without increasing charges to agencies:
" We understand that a proposal to expand the office machine repair
and centralized reproduction services to other-parts of the State has
been made. This suggestion has not been implemented in the service
revolving fund budget. Until such time as a firm plan which establishes
the feasibility of such a project is offered for review, consideration of
an add1t1ona1 superv1sory position is premature v
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‘An additional intermediate clerk ($325-395) is requested for the
interdepartmental mail service to the dispersed offices in Sacramento.

We recommend approval of one. intermediate clerk, $3,900, budget
page 331, line 75.

This request is based upon workload rather than increased service.

The amount requested for Contract Services, $10,000, budget. page
332, line 15, generally represents the cost of testing materials and prod-
uets, surplus property reutilization costs, and consultant’s fees.

Office of Administrative Proeedur‘e

Eight new positions are requested for this office as detailed on budget
page 332 lines 60 to 63, to provide for increased workload. _

We recommend approval of these eight positions, $49,756, budget
page 332, line 65.

This is a new program in the Department of Finance consisting of
staff and activities formerly assigned to three other agencies. The in-
crease relates to conduet of the hearing function for other state agencies
which is wholly reimbursable, and no pattern of experience exists to
permit an adequate evaluation of the program at the present time.

The actual appropriations to.cover the reimbursements of $567,508
for hearing and other services to agencies shown under ‘‘administra-
tion’’ in the printed budget, budget page 333, line .7, are included in
the budgets of 51 individual agencies although in most instances, they
are not so identified. Following is our calculation of the amounts ap-
propriated : ‘

Number-of agencies Amount

Identifiable amounts __. - 36  $576,176
Estimated - amounts 15 33,209
Total ‘ . 51 $609,385

The estimates included in ‘the foregoing were made on the same basis
as that used by the Department of Finance in budgeting for such
services where more specific information was not available, namely by
projecting for a full year amounts certified to and approved by- the
Board of Control on November 7, 1961, as advance charges for the last
nine and one-half months of 1961-62 in accordance with Section 11370.4
of the Government Code. - :

Of the total budget of $609,385, $380,871 or 62.5 percent is from the
General Fund, while the remainder is from various special funds.

Chapter 2048, Statutes of 1961, in effect September 15, 1961, abol-
ished the Division of Administrative Procedure in the Department of
Professional and Vocational Standards, ereated the Office of Admin-
istrative Procedure in the Department of Finance, provided for the
transfer to the new office of the existing staff of the Division of Ad-
ministrative Procedure as well as all full-time hearing officers in state
agencies who were conducting hearings under the Administrative Pro-
‘cedure Act, together with related personnel. It also provided that the
new agency be headed by a presiding officer appointed by the Governor
subjecet to the confirmation of the Senate, and that the presiding officer
must have the same qualifications as hearing officers, namely, bave been

300



Ttem 127 Finance

Department of Finance—Continued

admitted to practice law in California for at least five years preceding
hig appointment and have any additional qualifications established by
the State Personnel Board for the partlcular class of positions involved
(Government Code, Section 11502).

As a result of thls legislation the authorized staff of the Office of
Administrative Procedure for 1961-62 consists. of 47 positions acquired
by transfer from other agencies and five temporarily established by the
Department of Finance durmg the current year, as summarized in

Table 4.
Table 4—Author|zed Staff, 1961-62, by Source
Transferred from

Div. of Dept. of Division Added by
Administrative - - Aleoholie of Dept. of
Funetion and class Total Procedure Beverage Control Corporations Finance
Hearings: :
Presiding officer . ____ 1 1 — — —
Hearing officer __________________ 18 8 8 1 1
Hearing reporter _________ ______ 18 8 8 2 —_
Clerical 13 7 2 —_— 4
Total e 50 24 18 3 5
Codification:
. Counsel 1 1 —_— — _—
Clerical 1 1 — — —
Total T2 2 _ _ T
Grandtotal ________________ 52 26 18 .3 4

* The codification unit, shown separately in the printed budget, which
compiles and publishes the California Administrative Code, consisting
of ageney rules and regulations, is financed by an appropriation from
the General Fund, that portion of its activities which relate to special
fund agencies being included in the pro rata charges made to all special
fund agencies for administrative costs under Sections 11270-11275 of
the Government Code. The entire cost of the hearing function, on the
other hand, which appears under ‘‘Administration’’ on page 332 of
the printed budget is prorated among the using agencies, including
those financed by the General Fund, and is recovered as reimburse-
ments as indicated -on Budget page 333, line 7, in aceordanee with
Sectlon 11370.4 of the Government Code :

DEPARTMENT OF FINANCE
ITEM 127 of the Budget Bill " Budget page 318

FOR ADDITIONAL SUPPORT OF DEPARTMENT OF FINANCE
FROM THE FAIR AND EXPOSITION FUND

. Amount requested . $238,5625
State employees’ retirement 16,000
State employees’ health and welfare — 1,400

Total - . : $255,925
HEstimated to be expended in 1961 62 fiscal year 255,057
Increase (0.3 percent) _ $868

TOTAL RECOMMENDED REDUCTION None
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Of the amount requested; $140,525 is for support of the Fairs and
Exposition Division and $98,000 is for audits of county and district
fairs by the Audits Division. These divisions are discussed in our
analysis of Item 126, Department of Finance Support.

We recommend approval as budgeted

DEPARTMENT OF FINANCE
ITEM 128 of the Budget Bill Budget page 318

FOR ADDITIONAL SUPPORT OF DEPARTMENT OF FINANCE
FROM THE SCHOOL BUILDING AID FUND

Amount requested $814,534
State employees’ retirement 51,000
State employees’ health and welfare __ : . 5,820
Total ' $871,354
Estimated to be expended in 1961-62 fiscal year 836,217
Increase (4.2 percent) $35,137
TOTAL RECOMMENDED REDUCTION None
ANALYSIS

This appropriation is for support of the Local. Allocations Division
which is shown as a part of the Department of Finance on budget
page 327, line 65.

The normal salary increase, and an Increase in rental of $14,820,
budget page 328, line 35 account for a major portion of the addltlonal
amount requested

- We recommend approval as budgeted.

Department of qunce
CALIFORNEA STATE FAIR AND EXPOSIT!ON -
ITEM 129 of the Budget Bill : b Budget page 335

FOR SUPPORT OF CALIFORNIA STATE FAIR AND EXPOSITION
FROM THE STATE FAIR FUND

Amount requested ___ $2,258,333
State employees’ retirement . : 36,000
State employees’ health and welfare 5,250
. Total ' ' $2,299,583
Estimated to be expended in 1961-62 fiscal year__ . 2,391,235
Decrease (4.0 percent) : [ $91,652
TOTAL RECOMMENDED REDUCTION _ $4,395
Summary of Recommended Redudtions Budget

Amount Page Line

Printing ) $4,395 336 21
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ANALYSIS

In 1961, a new program titled ‘‘California Spring Fair” was initi-
ated on the state fairgrounds under the joint auspices of the State Fair
and the 52nd Distriet Agricultural Association. .

The agency proposes to conduet the ‘‘Spring Fair’’ for nine days,
May 12 to 20, inclusive, in 1962. The horse show and dairy produects
exhibit formerly operated in conjunction with the State Fair are now
featured at the spring fair.

The following tables reflect the relationship of yearly expendltures to
revenues. In the past 10 years, revenues have never risen above 73.2
percent of expenditures. However, the agency has estimated that rev-
enues will increase to 80.4 percent of expenditures in the 1962-63 fiscal
year.

Comparison of Total Expenditures and Revenues
Revenues as

Fliscal percent of
year Eaxpenditures Revenues Deficit expenditures

195253 . __ $1,890,797 $1,265,236 $625,561. 66.9
195354 ... __ 1,895,223 1,352,177 543,106 713
1954556 ... 1,964,428 1,281,100 . 683,328 ] 65.2
1955-66 _________ 1,876,802 - 1,264,887 611,915 67.4
195657 ________ 2,104,397 1,470,357 634,040 70.0
195758 . _ 2,156,394 1,432,477 723,917 66.4
195859 _._______ 2,126,993 1,449,405 677,688 68.1
195960 _______-_ 2,109,833 1,544,923 564,910 732
1960-61 ____ . - 2,359,959 1,717,963 ) 641,996 72.8
1961-62* ________ 2,406,235 1,762,229 644,006 73.2
196263 * ________ 2,314,583 1,860,000 454,583 80.4

* Estimated as shown 111 1962-63 budget.

The following table reﬁects the annual per capita cost of the deficit
of the State Fair when measured by the total number of paid attend-
ance:

Fiscal : Total paid Per capite
vear Deficit attendance cost of deficit
195258 o __ $625,561 481,575 $1.30
195364 - ___ 543,106 473,099 115
195456 . __ 683,328 505,567 1.36
195566 . _________ © 611,915 373,363 1.64
195657 >~ __ . ____ 634,040 - 463,779 ) 1.37
195768 723,917 458,300 1.58
195869 .- ____ 677,588 457,200 1.48
195960 . ______ . __ 564,910 . 518,647 . 1.09
196061 . ___________ 641,996 522,107 1.23
1961-62* ______________ 644,006 416,968 1.54
196263 * ______________ 454,583 440,000 1.03
Totals - $6,804,950 5,110,605 $1.33

* Estimated as.shown. in 1962-63 Budget. Paid attendance for 1961, 1962-63 predicated on free admission
for children under 16 years of age.

The deficit for the 11-year period, as set forth in the above table, will
total $6,804,950. The average per capita loss on a paid attendance of
5,110,605 for this same period is $1.33. It is noted on the basis of the
ageney’s estimate that the per capita.loss is expected to be $1.03 in
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1962-63. However, last year the agency estimated the per capita loss,
based on an estlmated paid attendance of 450,000 would be $1. 15
whereas the revised estimate submitted this year 1nd1cates the per capita
loss will be approx1mate1y $1.54 for 1961 62: - ~ \

Salames and Wages

Salaries and Wages for 1962-63 are. scheduled at $1, 012,777 for 196.1
authorized positions. This is a decrease of $47,745, or 4.5 pereent under
the $1,060,522 estimated to be expended in 1961- 62 The budget reflects
a reductlon of five temporary help positions and a reduction of $4,692
or one-half the annual salary of the administrative assistant p0s1t10n
for 1962-63. In conjunction with the foregoing reductions, the agency
is requesting one eomptroller position to enable the agency to provide
more effective fiscal procedures. and information to management and
other agencies of state government interested in the overall operations
of the fair.

We recommend approvel of the: pos'mon request

Operatlng Expenses

Total operatmg expenses are scheduled at $1,287,231 for 1962 63
This is a decrease of $24,015, or 1.8 percent, under the $1,311,246 esti-
mated to be cxpended in 1961 62. ’

The items of increase mentioned -in a subsequent portion of thig
analysis are related to the State Fair and not to the Spring Fair which
has budgeted the identical amount for operating expenses in 1962-63
that they estimate will be expended in the current year.

The following table reflects the budget requests submitted by the
agency for operatmg expenses in prior years with the re-estimate the
following year; and the actual expendlture as related to the orlgmal
budget request:

Fiscal Budget Revised Actual Increase or
year " request budget expense decrease Percent

1955-66 $1,171,405 $1,347,344 $1,307,853 $136,448 = 11.6
1956-57 _________ 1,311,785 1,291,146 - 1,331,935 20,150:: . 15
195758 e 1,321,464 1,480,982 - 1,423,978 102,514 7.7
195859 . __ 1,288,957 1,370,612 1,263,353 —25,60F —1.9
195960 __________ 1,225,112 1,202,930 1,148,848 —176,264 —6.2
196061 _.________ 1,322,600 1, 403 BT7 1,351,156 28,556 2.2

The agency has not submitted any information to justify its request

for the 1ncrease applvmg to the followmg item;
Increase
1962-63 over 1961-62
Amount " Percent

Printing : . $4,395 21.3

‘We cannot reconcile the basis for mcreasmg the allocatron for the
aforementioned function.
We recommend a reduction of $4, 395 m operating expenses from the
agency ’s budget
Rodeo and Horse Show
It is noted that the agency has estimated an operating expense of
$41,500 for the 1962 Rodeo.
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At the 1960 State Fair, the agency conducted a horse show for eight
nights and a rodeo for four night shows at a reported cost of $18,072,

The admission revenues for these shows totaled $33,264, resulting in
a gross operating profit from the aforementioned features of $15;192.
In 1961 the horse show was transferred to the ‘‘Spring Fair’’ and the
rodeo was extended to a 12-night show at an estimated cost of $41,500.
The gross revenue from the rodeo in 1961 was estimated to be $41,036.
As a result, the fair sustained an estimated operating loss of $464.

It is apparent that, on the basis of last year’s operation, the agency
has, by transferring the horse show to the ‘‘Spring Fair,”’ reduced
their gross operating profit by approx1mately $15,500 for thls feature
in 1961.

In the event the 1962 rodeo does not reflect a substantial improvement
in.admission revenue, we believe it is incumbent upon the agency to
immediately re- evaluate this phase of their operations to insure that
the current loss of revenue is rectified.

Spring Fair

This event was presented for the first time in 1961 as a joint venture
of the State Fair and the 52d District Agricultural Association. This
venture is conducted under a contractual agreement whereby the State
Fair facilities and some of their personnel are utilized in operating this
activity. We have been informed that, in accord with their contractual
agreement, the agencies operate under a one-third distriet; two-third
State Fair, formula, in the allocation of operating costs and distribution
of revenue. However, it is apparent that no provisions were established
to enable the 52d Distriet Agricultural Association to absorb any un-.
usual operating loss, particularly where the annual loss is far in excess
of the maximum state allocation of $65,000 presently provided to a
district fair under Section 19627 of the Business and Professions Code.

The agency now proposes that the Liegislature authorize a transfer of
$226,844 from the General Fund to the State Fair Fund to offset the
existing deficit created in part by the operating loss sustained by the
“Sprmg Fair.”” An additional amount of $189,583 is requested for the
ongoing support of the State Fair.

‘We recognize that the first year’s operation was adversely affected by
weather conditions. This factor should be alleviated by the agency’s
plan to delay the opening one month until May 12 to 20, inclusive, 1962.

However, should the 1962 Spring Fair sustain an operating loss, we
would recommend immediate consideration be given by the operating
agency, to cancellation of their agreement with the 52d District AU‘I'l-
cultural Association.

Equipment

Equipment expenditures are scheduled at $3,325 for 1962-63.

This is a decrease of $22,142 or 86.9 percent under the amount of
$25,467 estimated to be expended in 1961-62 fiscal year.

We believe equipment requests are generally in line as now budgeted,
and recommend approval.
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Depariment of Finance
AUGMENTATION OF THE STATE FAIR FUND
ITEM 130 of the Budget Bill Budget page 339

FOR AUGMENTATION OF THE STATE FAIR FUND
FROM THE GENERAL FUND

" Amount requested ‘ . $416,427
Hstimated to be expended in 1961-62 ﬁscal year 177,044
Increase (135.2 percent) $239,383
TOTAL RECOMMENDED REDUCTION $4,395
‘ ANALYSIS .

The 1959 Legislature amended the statutes to provide that deficiency
allocations to the State Fair Fund should be made from the General
Fund.

In line with our analysis of the State Fair, we recommend that $4,395
be deducted from the $416,427 requested to be tramsferred from the
General Fund. ,

Depariment of Finance
SIXTH DISTRICT AGRICULTURAL ASSOCIATION
ITEM 131 of the Budget Bill Budget page 339

FOR SUPPORT OF SIXTH DISTRICT AGRICULTURAL ASSOCIATION
FROM THE SIXTH DISTRICT AGRICULTURAL
ASSOCIATION FUND

- Amount requested . $562,145
State employees’ retirement —...._ . 18,500
* State employees’ health and welfare 3,000
Total . $583,645
Estimated to be expended in 1961-62 fiscal year 514,666
- Increase (13.4 percent) $68,979
TOTAL RECOMMENDED REDUCTION $10,740
Summary of Recommended Reductions Budget
Amount Page Line
1 Museum helper $3,900 340 55
1 Building maintenance man 4,980 341 17
0.5 Janitor 1,860 = 341 7
ANALYSIS

"The Sixth Distriet Agricultural Association was formed under the
provisions of Chapter 69, Statutes of 1880. The operational authority
for the association is contained in Sections 80 through 92, of the Ag-
rieultural Code. .

Total expenditures for 1962-63 are proposed at $583,645, an increase
of $68,979, or 13.4 percent, over the amount of $514,666 estimated to
be expended in 1961-62.

The following table reflects the expenditures and revenues for a five-
year period:

1958-59  1959-60 1960-61 1961-62* 1962-63*
Total expenditures __.___.____ $495,308 $370,625 $501,589 $514,666 $583,645
Total revenues _______ e 447,113 576,556 723,598 661,950 612,250

Excess of revenues .
over expenditures _______ —848,825 $205,931 $222,009 $147,284  $28,605

* Estimated as shown in 1962-63 budget.
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Sixth District Agricultural Association—Continued

‘While the above table reflects a substantial improvement in reverues
for prior years, it should be noted that the agency bhas estimated a re-
duction of approximately $50,000 in 1962-63 compared to 1961-62 and
$111,000 compared to 1960-61. Unless this trend is reversed, the opera-
tion will deteriorate to where it again will show deficits.

The reduction in the estimated revenue is attributed to an anticipated
decrease in parking revenue, predicated on the movement of the Los
Angeles Dodgers from the Coliseum to their new baseball stadium in
1963. However, the agency anticipates a portion of the decrease in
revenue will be offset by the increased.use of the Sports Arena for vari-
ous functions.

Salaries and Wages

The total amount.requested for salaries and wages for 1962-63 is
$350,984, an increase of $9,978, or 2.9 percent, over the total of $341,006
scheduled for expenditure in this category in 1962-63.

The change in salary and wage costs is attributable to merit salary
increases on 65 established positions and a total of 3 5 proposed new
positions costing $15,480.

1 Museum helper (budget page 340, line 55) ________________ $3,900

This position is requested to provide mail and related general cler1ca1
services to the administration of this facility.

In the current year, certain changes have been effected in the physical
layout of the administrative offices. In addition, an accounting techni-
cian II position was established on a limited term basis to provide
necessary supervision, and to handle the additional workload in the
business office. However, despite the aforementioned changes with which
we are in accord, no workload information has been submitted that
would justify employment of a museum helper to distribute mail and
provide additional elerical service to the administration.

We recommend disapproval of this position request, reducing salaries
and wages m the amount of $3,900. '

1 Bmldmg maintenance man (budget page 341, line 16) ____ $4,980
0.5 Janitor (budget page 341, line 17) _______ _____________ 1,860

The agency is requesting these positions to provide additional main-
tenance and janitorial service to the existing facility.

The agency stated that the maintenance position would be primarily
involved with the permanent exhibits in the science wing.

‘We wish to point out that, in 1960-61, the agency requested and we
recommended approval of 1.5 janitor positions and 1 skilled laborer
subsequently reclassified as a stationary engineer. The Legislature au-
thorized these positions to provide additional service to the facility in-
cluding the new addition of approx1mately 35,000 square feet.

The new ‘‘Science’” wing opened in September 1960. In November,
1961, when this facility was visited, the new addition was occupied by
1 permanent exhibit that utilized approximately 3,600 square feet or
13.8 percent of the space available in the ‘‘Science’’ wing. The agency
has stated that it estimates approximately 12,000 square feet will be
subsequently occupied by permanent exhibits during the current year.
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Sixth District Agricultural Association—Continued

However, we can find no basis for. providing additional positions to
supplement the 2.5 service positions;that were previously provided to
this facility in 1960-61 to take care of the expansions to the facility.

We recommend disapproval of the positions requested, reducing
salaries and wages in the amount of $6,840.

Operating Expenses
Operating expenses are scheduled at $272,419 for 1962-63. This repre-
sents an increase of $44,486 or 19.5 percent over the amount of $227,993
estimated to be expended in the 1961-62 fiscal year.
The principal items of increase by function are:

Police servieces—24-hour patrol ___ . $13 000
Resurface state drive — 7,200
Resurface parking lots : - - 14,000

It should be noted that in 1960-61, the actual cost of -providing police
services cost $36,272. 'With the expansion of the service, including a
24-hour patrol of Exposition Park, the estimated cost for this service
totals $60,000 in 1962-63.

We recommend approval of operating expenses as'budgeted.

Equipment

Eqalpment expenditures are scheduled at $17,388 for 1962-63. This
is an increase of $12,761 or 275.8 percent over the amount of $4,627
estimated to be expended in 1961-62.

The major item of increase is the replacement of 1 Mobil Street-
sweeper that was surveyed off by the Division of Highways in 1959.
The estimated replacement cost of this item is approximately $11,000.

We recommend approval of equipment items as budgeted.

- Deparimént of Finunce
AUGMENTATION OF THE SIXTH DISTRICT AGRICULTURAL ASSOCIATION FUND
llTEM 132 of the Budget Bill Budget page 342

FOR AUGMENTATION OF THE SIXTH DISTRICT AGRICULTURAL
ASSOCIATION FUND FROM THE GENERAL FUND

Amount requested : $190,000
Estimated to be expended in 1961-62 fiscal year : . 190,000
Increase None

TOTAL RECOMMENDED REDUCTION : $10,740

Summary of Recommended Reductions
- In acecordance with our review of the fiscal position of the Sixth Dis-
trlet in the foregoing item, we recommend that the amount requested
by this transfer item be redueed $10,740 and approved in the amount
of $179,260.
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Department of Finunce
- : STA!'I'E LANDS DIVISION
ITEM 133 of the Budget Bill ‘ Budget page 344 -

FOR SUPPORT OF STATE LANDS DIVISION
FROM THE GENERAL FUND

Amount requested e $971,693

State employees’ retirement___ - 61,468
State employees’ health and welfare 6,960
Total - $1,040,121
Bstimated to be expended in 1961-62 fiscal year 1,025,590
Increase (1.4 perceﬁt) $14,531
TOTAL RECOMMENDED REDUCTION " $38,529
' Summary of Recommended Reductions Budget
Amount Page Line
1 Petroleum production inspector I - $6,060 345 16
1 Assistant land agent__.__ - 6,360 345 20
1 Intermediate typist-clerk ________._ 3,900 345 22
3 Temporary timber and rangeland appraiser.____..________ 20,016 345 9
Traveling in-state - 1,128 - 345 32
Rent . — 240 345 @ 34
Equipment . 825 - 345 47

GENERAL SUMMARY

The Public Resources Code provides that ‘‘There is a State Lands
Commission in the Department of F'inance, consisting of the. Controller,
the Lieutenant Governor, and the Director of Finance.”’ (Section 6101),
which ‘‘. .. shall administer all laws and statutes committed to it
through the Division of State Lands of the Department of Finance
. . .77 (Section 6103). Vested in the commission is *‘. . . full author-
ity, as provided by law, to administer, sell, lease or dispose of the public
lands owned by this State or under its control, including not only school
lands but tidelands, submerged lands, swamp and. over-flowed lands,

and beds of navigable rivers and lakes . . .”” and it is ‘‘. . . authorized
to provide for the extraction of minerals and oil and gas from any or
all of such lands . . .”’ (Section 6216).

The commission acts exclusively as a policymaking body and as such
has delegated administrative responsibility to an executive officer whose
principal office is in Lios Angeles, with branches in Santa Barbara,
Huntington Beach, Rio Vista, Long Beach and Sacramento, the latter
office being exclusively concerned with land records and sales.

Of the total staff about 15 are normally assigned to the Liand Records
and Sales Section in Sacramento and the balance to the various offices
in the southern part of the State.

Various codes and general laws charge the commission Wlth responsi-
bilities, the principal activities thereunder being as follows:

1. Technical staff work for the Attorney General in connection with
state land litigation which mainly concerns oil properties.

2. Surveying, monumenting and platting tidelands granted to politi-
cal subdivisions of the State. This work is reimbursable. .

3. Leasing of mineral lands, primarily oil tidelands.
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State Lands Division—Continued

4. Controlling and accounting for oil and gas royalties from leases
located on tide and submerged lands and the surveillance over opera-
tions of the City of Liong Beach in connection with the extraction of
oil and gas from tidelands granted to the elty

5. Issuing permits for and supervising offshore geophysmal and
geological exploration for oil and gas.

6. Issuing commercial leases, easements, rlghts of-way and recrea-
tional permits.

7. -Mapping of sovereign lands of the State, both coastal and inland.

8. Maintaining an index of sovereign lands indicating those encum-
bered by lease, permit or otherwise. An amount of $25,000 has been
budgeted to make a special index of lands over which the United
States has acquired jurisdiction as required by Section 127 of the Gov-
ernment Code. The agency has contracted the work out to the Reming-
ton Rand Company and it is expected to be completed in about one
year.

9. Maintaining official records relating to all state-owned lands.

The division was originally supported out of the State Liands Act
Fund which, however, was abolished by Chapter 892, Statutes of 1961,
so that it is now a General Fund agency.

Over the years the agency has gradually increased in size to the point
that in recent years its budget has exceeded $1,000,000, its employees
100 and its revenues $25,000,000, most of the latter being dependent
on the competence, good faith and judgment of the commission and its
staff. Under the circumstances we feel it is essential that the commission
maintain detailed and current data concerning its operations, the major
points ‘of which should be made available to the Legislature. At the
present time little statistical data of any consequence is regularly main-
tained by headquarters, very little by the operating sections and no
annual or similar reports are distributed.

We recommend that the division immediately start a program whwh
will develop nformation similar to the following on mot less than a
monthly basis:

1. Work record of each employee, including nature of his activity
and time consumed therein.

2. Breakdown of work orders so as to indicate their general com-
plexity. As an example, segregate a work order covering a complex oil
lease negotiation from one which represents a comparatively minor
matter.

3. Statisties relating to all forms of revenue, e.g., number, nature
and location of all leases; number and location of all wells broken down
as to those producing and not producing; sales of and still available
state lands; status of litigation; number, type and results of audits;
and the current production and price of 011 and gas.

From the data so maintained we believe that an annual report, simi-
lar to those submitted by other agencies to the Governor, should be
prepared for general distribution, and that it should be sufficiently
detailed to provide the Legislature and the general public with a clear
picture of the manner in which the public lands are being administered.
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State Lands Division—Continued

ANALYSIS
Civil Engineering

The agency has requested a civil engineering associate ($676-821)
for work in connection with grants of tidelands to subdivisions of the
State. We recommend approval, budget page 345, line 14, $8,112.

Our recommendation is based on the fact that while the section’s
normal workload has remained fairly constant, the 1961 Legislature
passed fourteen statutes granting tide and submerged lands to political
subdivisions of the State which the agency is required by Section 6359
of the Public Resources Code to within two years ‘‘. . . survey, monu-
ment, and record a plat and a metes and bounds description of such
lands in the office of the county recorder in the county or counties in
which such lands are located.’” The cost of such work is paid by the
grantee political subdivision.

In addition twelve of the statutes require the division to monitor
improvements on the lands granted.

The position will be reviewed by us at the close of the two-year
period to determine its need at that time.

Mineral Resources

We recommend disapproval of the position of petroleuwm productwn
inspector I, budget page 345, line 16, $6,060.

The position ($505-613) has been requested for assignment to the
Santa Barbara office and, on the basis of workload, we believe it is
warranted. This is because the area has experienced a major increase
in aetivity not only in the number of wells but in the complex1ty of
their inspection. For example :

1. Many of the new wells are and will be located on off-shore plat-
forms which requires special time-consuming procedures, particularly
travel to and from the installation.

2. Storage faeilities of the producers are not adequate and ev1dent1y
will not be in the immediate future. This requires sealing, testing and
gauging many small and scattered facilities.

3. Many of the new wells are major gas producers. As the gas is
‘“wet’’, ie., includes important amounts of liquid petroleum produects,
it will be necessary to drastically step-up the number of laboratory
analyses necessary to determine the liquid content. The budget in-
cludes $1,875 in new gas laboratory equipment.

In place of the proposed new position we recommend the transfer to
Santa Barbara of the petrolewm production inspector I now located in
Rio Vista.

Our reasons are as follows:

1. The Rio Vista area produces only ‘‘dry’’ gas with no important
liquid content so that practically the only essential field duty of the
position is to check the produetlon meters at the well head.

2. Royalty reports covering Rio Vista production are prepared in
Huntington Beach so that the only major paper work is the prepara-
tion of production reports.
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State Lands Division—Continued

3. A check of the area made by a representative of this office on
July 19, 1961 disclosed that:

a. The incumbent frankly admitted devoting the major part of his

time to the operation of a private trucking business.

b. He was generally known in the area as being in the trucking busi-

- ness rather than as an employee of the State. As one example,

‘ when our representative called on him at his office, not even the
© " person at the counter knew he worked for the State.

c. Although the State was paying him $20 per month in rent, his
’ office had no identification as a state office on the door or other-

wise.

4. The incumbent in the position at the time resigned shortly after
the foregoing visit.

5. In addition to the incidental rental expense of $20 per month, a
state car is permanently assigned to the position. A check of the log
thereof discloses that from April 1959 to December 1961 the car was
used exclusively in the immediate vieinity at a rate of about 20 miles
per day.

6. We are informed that the assignment has never had an adequate
workload and that the employee mentioned in (3) above was not neces-
sarily shirking his work but did not have sufficient State duties to
keep him busy, and also that other employees in the position have de-
voted the major part of their time to personal activities.

" The foregoing raises a difficult problem in that there is a certain
amount of required work in the area while the nearest office of the
Mineral Resources Section is in Santa Barbara. This presents an un-
desirable travel situation in the event one of its employees were to
service the Rio Vista area on a part-time basis. Nevertheless we feel
that the salary, rental and car expense involved requires correction.

‘We have brought the situation to the attention of the agency which
has not, however, made any attempt at a solution. Acecordingly, we
recommend that the work in Rio Vista be handled out of Sacramento
on a part time basis.

. The Lands Sales and Records Section which is in Saerameénto, or
only about 40 miles from Rio Vista, recently reclassified one of its two
land title searchers ($395-481) to a eivil engineering technician T
($505-613), which is at the same salary level as a petroleum produetlon
mspector 1.

While the engineering technician has not had petroleum experience,
we believe that his ecivil engineering background should allow him to
fulfill the requirements of the Rio Vista work which is the simplest
performed by any of the field men in the State.

We recommend approval of the ml gauger position, budget page
345, line 17, $5,232.

) This position is for the Santa Barbara office and our reason for
approval is the increase in work-load described above in connection
with the position of Petroleum production inspector I.
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Commercial and Recreational Leasing

We recommend denial of the request for anm assistant land agent,
budget page 345, line 20, $6,360.

This position ($530-644) has been requested for the purpose of
reducing the backlog of cases which totaled 221 on July 1, 1961. The
section should, however, manage with its existing personnel to keep
abreast of current work and there has been no showing or claim by the
agency that the backlog is having an adverse affect on either the State
or the public. For 1962-63 the agency expects that an average of 15
new cases will be filed each month or five for each of the existing staff
of three, while the matters closed for the two-year period from dJuly 1,
1959 to June 30, 1961 averaged 5.1 per employee.

Land Sales and Records

We recommend disapproval of the request for an intermediate typist-
clerk, budget page 345, line 22, $3,900.

ThlS position ($325- 395) has been recommended for denial because
there has been no attempt on the part of the agency to show its need
and its approval is not otherwise indicated.

We recommend elimination of three temporary timber and range
land appraiser: positions, budget page 345, line 9, $20,016.

On May 24, 1960 the commission W1thdrew all. sehool lands from sale
for an 1ndeﬁn1te period. Existing applications were retained for pro-
cessing but the appraisals thereon have been substantlally completed
and the three permanent appraisers are now carrymg the full appraisal
workload. The item will be reexamined at such time as the mora-
torium is lifted and there is a corresponding increase in applications
to purchase state lands. -

Operatmg Expenses

We: recommefnd a reduction in traveling—in-state, budget page 345,
line 32, $1,128.

Under normal 01reumstances the appraisers of the Land Sales and
Records Section use three 4-wheel drive vehicles from the Department
of Finance motor pool, the charge for which is 11 cents per mile instead
of the 5.5 cents per mile charged for the usual passenger vehicle. Due,
however, to the moratorium on land sales declared by the commission
on May 24, 1960, only two such vehicles are in ¢urrent use. As there has
been no corresponding drop in the charges budgeted we recommend
that the $3,383 allowed for the purpose be reduced by one-third or
$1,128.

We . recommend o reduction in rent, budget page 345, line 34, $240.

This is the rental of $20 per month pald to the position in R10 Vista
which we have recommended be transferred to the Santa Barbara office.

The reduction in budgeted rent from $48,021 in 1961-62 to $28,278 in
1962-63 represents rent of $19,743 formerly paid as a special fund
ageney for space in the Los Anweles State Building.

Administrative Services

We recommend approval of the amount budgeted for electronic data
processing, budget page 345, line 42, $23,945.
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Funds have been expended for this project in both 1960-61 ($2,040),
and 1961-62 ($23 945) without legislative approval, the item having
first appeared in the current budget

Although we question the expenditure of nonemergency funds with-
out review by the Legislature, in this case we would have recommended
approval if the normal budgetary process had been followed. This is
because we have examined into the installations which are based on
recommendations of the Organization and Cost Control Division of the
Department of Finance and feel that they will prove of value. There
are two installations, as follows:

1. A Bendix ‘G-15 computer which has been installed in the Los
Angeles office at an annual rental of $19,360 and which is to be used
primarily for computing engineering data. At least initially the equip-
ment will be used as an aid in reducing backlog so that there will be no
immediate savings in personnel.

2. A McBee Keysort file system located in the Land Sales and
Records Section office in Sacramento at a cost for the budget year of
$4,585. This installation is not electronic but is far superior to the
Kardex system formerly used and should result in a marked increase
in efficiency.

We expect in the coming year to examine into the actual operations
of and savings due to installation of the equipment and will report
thereon at the next session.

Equipment

We recommend disapproval of the purchase of a set of *‘ American
Jurisprudence,”’ budget page 345, line 47, $825.

These books have beén proposed for the library of the Legal Section
which consists of three lawyers. We believe that the section requires a
basic legal library and would recommend approval of necessary addi-
tions thereto - which related specifically to the agencies’ specialized
problems. ‘‘ American Jurisprudence,’”’ however, covers the entire field
of law, with no emphasis on the laws of California or those relatmg to
the particular problems of the agency.

In the case of special problems, the staff has available to it the law
libraries  of the Attorney General and the Legislative Counsel which
are located in the same building as the agency, plus the Los Angeles
County law library which is located just across the street, and we
believe that the staff should use these 11brar1es for other than basie
research,

Transfer of Functlons from Colorado River Boundary Commission

In our analys1s of the proposed budget of the Colorado River Bound-
ary -Commission (Item 207 ) we recommend that certain funetions now
performed by that commission be transferred to the State Liands Divi-
sion and performed by the latter for the former on a wholly reimbursa-
ble basis. If this recommendation is adopted appropriate adjustments
must be made in the detailed budget of the State Lands Division but
1o increase in its approprlatlon will be necessary. .
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Computatlon and Verification of Royalties and Other Income
From Oil and Gas Production

It s recommended that the Auditor General be directed to examine
into the practices followed by the commission in computing and veri-
fying income from the productwn of oil and gas.

This recommendation is made because it appears poss1ble from our
examination of the activities of the commission that the interests of the
State are not properly protected by the revenue computations and
verifications presently being made by the agenecy.

Although we have not searched for or otherwise discovered’ any ac-
tual loss to the State by reason of existing practices, we nevertheless
feel that our examination of such procedures indicates an informality
and lack of participation on the part of higher levels of personnel
which is undesirable in view of the mllhons of dollars which are and
will continue to be involved.

It is recommended that the Auditor General make the exammatlon
as the funetion is primarily one of accounting procedures and controls '

0Oil and gas leases let by the State are not completely standard in
form so that it is impracticable to make overall generalizations con-
cerning the computation of royalties. However, by far the greater part
of current production and royalties thereon results from a type of
lease whereunder royalties are paid on a sliding secale -in accordance
with the production of each individual well rather than total produc-
tion under the lease. Accordingly, it is very important for the State
to accurately determine the production of each well in order to assure
payment of the full amount of royalty, sinee the greater the produc-
tion the higher the rate at which the royalty is computed.

‘We believe that the examination of the Auditor General should cover
all types of leases including gas, as well as the computation of other
revenues, particularly the price paid by the’ City of Long Beach for
gas purchased from the State.

The latter is because Chapter 29 of the 1956 Ex. Sess. prov1des that
the price of such gas shall be determined’’ . . . in the light of ‘prices
for processed dry gas prevailing from time to-time at absorption plants
where wet gas produced in the Lios Angeles Basin is being processed,’’
while the Audits Division of the Department of Finance in its report
on the commission dated October 19, 1961, states in connection with
such prices tha . . sinece July 1, 1959 the City of Long Beach has
paid the State $. 2348 per MCF. Our survey of dry gas prices in the
Long Beach area disclosed that the City of Long Beach pays $.30 per
MCKE for dry gas purchased from the Signal Oil Company gas plant
at Huntmgton Beach. We also found that two large utilities were pay-
ing in excess of $.86 per MCF in the Los Angeles basin area.’”’
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Franchise Tax : Item 134
FRANCHISE TAX BOARD o
ITEM 134 of the Budget Bill Budget page 347

FOR SUPPORT OF FRANCHISE TAX BOARD
FROM THE GENERAL FUND

Amount requested L . $8,418,649
State employees’ retirement i . 492,807
State employees’ health and welfare : - 76,818
Total . 1 :$8,988,274
Estimated to be expended ln 1961- 62 fiscal year 8,390,828
Increase (7.1 percent) © $597,446
TOTAL RECOMMENDED REDUCTION . $196,493
Summary of Recommended Reductions Budget
Salaries and Wages Amount Page Line
1 Intermediate typist-clerk, legal section _____._______= $3,996 348 19
1 BExisting JulllOl' counsel, appeals and review _________ 6,812 - 348 4
-1 Proposed junior counsel appeals and review ________ 6,616 348 - 21
1 Intermediate stenog1apher clerk, special investigations_ 4,980 348 6
*5 Income and franchise tax auchtors II, Chicago______.__ 33,360 © 349 56
1 Intermediate stenographer-clerk, Chlcavo _____________ 4,194 349 57
5 Income and franchise tax audltors II, New York __.___ 33,360 349 .. 60:
1 Intermediate stenographer-clerk, New York __________ 4,194 . 349 61
-1 Tax representative, Bakersfield i 5232 350 17
10 Tax representatives, Los Angeles 52,320 350 17
4 Senior clerks, San Francisco 18,048 350 55
Bquipment ' i
1 Typewriter, desk and- chalr, legal seetion . _______ 403 348 39
1 Desk and chair, appeals and review. 258 348 39
1 Desk and chair, legal section 193 - 348 39
1 Typewriter, desk and chair, collections_..____________ 469 ' 349 81
6 Desks and chairs, 1 typewriter, and 4 file cabmets,
Chieago _ 2,017 349 81
5 Desks and chairs,. and 2 file cabinets; New York_.__._.__ 1,462 349 81
1 Desk;. chair. and file, Bakersfield. : 374 350 33
10 Desks and chairs, Los Angeles : 2,367 350 33
- 12 Files, Los Angeles : .~ 1,126 350 33
4 Desks and chairs, San Franciseco : : 876 350 69
Operating Expenses .
‘Out-of-state travel . ) 10,000 349 4
" Rent for Chicago and New York offices .. _______ 3,936 349 76
ANALYSIS

The Franchise Tax Board administers the personal income and the
bank and corporation franchise taxes. The board’s organizational struie-
ture consists of two divisions, administration and operations, with the
operations division including a headquarters office in Sacramento, two

regional offices in California, at San Francisco and Los Angeles five
branch offices in each region, and two out-of-state ofﬁces Chleago and
New York.

The agency is asking for 101.7 new positions and a budget increase
of $597,446. Table 1 shows the proposed new positions by organizational
division and geographic location.
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Table 1
Proposed New Positions

. Location
Division Sacramento. San Francisco Los Angeles Chicago N.Y. Total
Administration )

Permanent ________ 26* - - - - 26

Temporary help ____ 10.1 - - - - 101
Operations .

Permanent . ________ 16 9 21 6 6 58

Temporary help ... = 7.6 - - - - 7.6

Total _.________ 59.7 9 21 6 6 1017

* Twenty-two of these positions currently are ﬂnanced from temporary help funds.

Table 2 gives a breakdown of the proposed $597,446 increase. Over
71 percent of this increase consists of salaries and wages. A large por-
tion of the remainder is related expenses for equipment, travel, retire-
ment, ete. The $90,000 decrease in salaries and wages for authorized
positions in the administration division results from the agency con-
verting temporary positions to proposed new permanent positions. The
'$40,332 increase in employees’ health and welfare expenditures results
from 1962-63 being the first full year this program will be in effect.

. Table 2
Proposed Increase in Franchise Tax Board Budget for 1962-63
Headguarters Regions Out-of-state
Adminis- Opera- San Los N.Y.and
tration tions Francisco Angeles Chicago Total
Salaries and ‘Wages ) o
Authorized positions - —$90,503 $48,194 $11,704 $20,525 $6,386 —$3,694

New positions =_.__._ 153,454 112,708 44,208 102,510 75,108 487,988
Salary savings ______ —7,510 —18,257 —,464 —12,010 —12,172 —57,413
Totzﬂ—Salar& and v ‘
wages —_—____ $55,441 $142,645 $48,448 $111,025 $69,322 $426,381
Operating Expenses .__. —991 28,243 9,042 9,431 13,936 59,661
Equipment _____._______ 11,085 6,043 4,084 10,926 5,197 37,235
Totals  —___________ - $65,485 $176,931 $61,524 $131,382 $88,455 $523,777
State retirement __ : 33,337
State employees’ health and Welfare i 40,332
Total increase $597,446

1961-62 Allocation From Emergency Fund
During the current budget year $115,963 was allocated from the
Emergency Fund to provide additional support for the newly estab-
lished data processing operation in the accounting section of the Ad-
ministration Division.
In January of 1961 the agency mechanized its accounts receivable
operation. Additional funds were needed because:

1. Deciphering the handwriting on taxpayers returns proved to be
more difficult than anticipated,-thus increasing the amount of key
punch time needed.
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2. The tax returns had to be coded and no provision was made for
this operation in the budget.
3. More equipment was needed than originally estimated.

Table 3 shows where the Emergency Funds were allocated. The ac-
counting section, which has the main data processing operation, received
$110,993, or 95.7 percent, of these emergency funds. Its budget for
1961-62, before the addition of these funds was about $690,000. The
followmg table shows only the items that were increased, not the total
burdgets of the sections affected. -

Table 3
Allocation of Emergency Funds for Data Processing Operation—1961-62
Administration ’ FEnacted budget Emergency funds Revised budget
1. Personnel Amount Man-years Amount Man-years Amount Maen-years
Key punch. :
operators ____ . $2,655 . 0.8 $58,825  15.0 $61,480  15.8
Tab machine ’
operators ____ - - 18,048 - 4.0 18,048 4.0
Coding —_.___ 7,007 1.7 9,361 2.3 16,368 4.0
Total ____._ $9,662 25 $86,234 21.3 $95,396 23.8
2. Operating ex-
pense—data
pProcessing .._ $42,278 - $24,759 - $67,037 -
Operations :
3. Operating ex- .
pense—data )
processing _._ '$49,416 - $4,204 - $53,620 -
4, Miscellaneous __ - - 766 - 766 -
Total _____ $101,356 2.5 $115,963 21.3 $217,319 23.8

Most of the $24,759 in item 2 was for additional machine rentals,

Administration Division
" Accounting Section
The ageney proposes that 22 temporary help positions cons1st1ng of
four tab machine operators, six key punch operators, and 12 JHH]OI‘-
intermediate clerks, costing $90,192, be converted to permanent p0s1-‘
tions.
We recommend approval of these positions, budget page 348, lines
1210 14.

The use of permanent posmons is more economical because employee
turnover and nonproductive training time are reduced. The temporary
help funds for these positions have already been deleted from the
budget in contemplatmn that this conversion will be approved. These
positions are used in the data processmg unit of the accountlng section.

The board is also asking for an increase of 10.1 positions in tempo-
rary help costing $41,128. These positions will also be used in the
accounting section, and are needed to handle increased workload.

We recommend approval of 10.1 positions of temporary help, $41 128,
budget page 348, line 22.
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In the fall of 1961 we examined a 10 percent random sample of their
cases completed during the first half of the year. The following tables
show the results of this examination.

Table 4

Personal Income Tax Protests Decided by Appeals and Review Section
During First Half of 1961

: Number Attorney
Type of Appeals Section Activity cases  Percent workload
A. Held pending action by state or federal agency 20 50 No
B. Hearing only 8 20 Minor
. Correspondence only 1 2.5 Yes
D. Hearing and correspondence __.______________ 2 5 Yes
E. Improper workload, ecases Operations Division
should have completed 9 22.5 Yes
Total 40 100.09%,

Category A consists mainly of cases where the taxpayer was appeal-
ing a federal assessment. This section held these cases until a decision
was rendered and then normally abided by the federal adjustment. The
control of these cases pending a decision was a clerical funection and
did not constitute any significant work for the attorneys.

Category B consists of cases which the hearing officers settled. Most
of these cases were handled by the auditors in San Francisco and Los
Angeles. However, a few were heard by this section’s attorneys. When
an auditor conducted the hearing, an attorney reviewed his decision
but this was a minor time-consuming task.

Practically all of the attorney’s workload was confined to categories
C, D and E. Of these 12 cases, we estimate that 75 percent should have
been handled by the Operation’s Division.

Examples of some of the cases in Category E were:

1. Case No. 4, a taxpayer protested an assessment of $42. The issue
was capital gains on a property transaction. Appeals and review wrote
an explanation of the law to the taxpayer, which he accepted. We feel
the explanation should have been provided by the Operation’s Division.

2. Case No. 7, a taxpayer protested an assessment of $22. The issue
was the deduction of child support payments. Appeals and review
wrote the taxpayer explaining the differences between filing a separate
and a joint return. We believe an auditor could have written the letter.

3. Case No. 31, a taxpayer protested a $53 assessment. This was a
collection matter concerning the taxpayer husband’s failure to file a
tax return.

4, Case No. 35, a taxpayer protested a $24 assessment. The issue was
alimony. This was a factual situation that should have been handled
by Operations. :

5. Case No. 40, a taxpayer protested a $24 assessment. The taxpayer
filed a very detailed return with salary income from several sources,
and he inadvertently used the Federal Social Security income base on
one of the 'W-2 forms instead of the wage figure. When this mistake
was brought to the taxpayer’s attention at a hearing, the case was
closed. '
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Table 5

Franchise Tax Protests Decided by Appeals and Review Section
During First Half of 1961

Number Attorney
Types of Appeals Section Activity cases Percent workload
. Held pending action by state or federal agency___ 6 33.3 No
. Hearing only 1 5.5 Some

. Correspondence only 2 111 Yes
. Hearing and correspondence 2 111 Yes
Review only 1 5.5 Minor
6
8

HEDOWE

Improper workload, cases Operations Division
should have completed ____ 33.3 Yes

Total 99.8%

Category A for franchise tax cases was the same as the personal in-
come tax category. : '

Since it-was more common for the attorneys to participate in fran-
chise tax hearings, there was some workload in Category B.

Categories C, D and F, however, still constltuted the main workload
of the attorneys

Some example of Category F were

1. Case No. 5, a taxpayer protested a $700 assessment. The issue was
interest expense. The assessment was issued without full details of a
reorganization transaction. When these details were explained to a
hearing officer, the.assessment was withdrawn.

2. Case No. 9, a taxpayer protested a $70 assessment. The issue was
the depreciation life of a temporary asset. The Franchise Tax Board
auditor stated that a 25-year life was the only one allowable. The tax-
payer wrote appeals and review stating that the federal internal revenue
service allowed a 15-year life.

Appeals and review accepted the taxpayer’s contention and the assess-
ment was withdrawn.

3. Case No. 10, a publisher protested a $435 assessment. The issue
was travel and entertainment expenses. When a Franchise Tax Board
auditor called on the taxpayer, one of the partners was very uncoopera-
tive, and in fact diseourteous. The aunditor disallowed most of these ex-
penses. At a hearing, the taxpayer’s accountant apologized for the
discourteous treatment, and the hearing officer followed the federal
adjustment of only disallowing part of these expenses. We believe this
case should have been settled by an audit supervisor. -

The legal staff of this section consists of:

1 Appeals and review officer
3 Associate tax counsels

1 Assistant counsel

1 Junior counsel

Total 6

‘We believe that the data in Tables 4 and 5 strongly support our view
that five legal positions will be adequate to handle the appeals work-
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load, if this section does not spend its time on cases that should be com-
pleted in the Operation’s Division.

Special Investigations Section

We recommend that one existing intermediate stenogmpher position
wm the Special Investigations Section be deleted, $4 980, budget page
348, line 6.

ThlS position was authorized July 1, 1959, as the result of a budget
augmentation. The position was vacant for the first 104 months, from
July 1, 1959 to May 12, 1960. Then it was filled for about 4% months,
from May 12, 1960 to November 7, 1960. It was vacant again for six
months, from November 8, 1960 to April 9, 1961. On April 10, 1961, it
was filled by transfer of an employee from a similar position in the
executive office of the Operation’s Division which intermediate stenog-
rapher position in Operations then remained vacant for the remainder
of calendar year 1961. It appears to us, therefore, that there has in
effect been a continuously vacant position in the ageney since November
8, 1960, a period of over one year.

Between April 10 and December 31, 1961, this position spent about
one-third of her time on special investigation’s work and the remainder
doing clerical work for the appeals and review section.

It is evident from this information, that this position has been only
really occupied for less than eight months out of the 30 month period,
July 1, 1959 to January 1, 1962.

] Qperations Division

We recommend that four electronic data processing programer posi-
tions be approved, $28,176, budget page 349, lines 46 and 48.

Since 1959, the Internal Revenue Service installation at Ogden, Utah
has provided the Board with punched cards which give the name, ad-
dress, amount of income, and other information on persons who filed
federal income tax returns in California. The Board matches these
cards against its files to determine: (1) if the persons also filed a state
income tax return, and (2) if the amounts of income agree. This match-
ing operation is one of the principal compliance programs used by the
Board to detect nonfilers. Starting this year the Internal Revenue Serv-
ice will provide electronic tapes rather than punched cards. In order to
continue this program, the Board will have to convert this data to
punched cards because their present methods of operations are not
designed to handle tapes. The Board states that four new electronic
data processing programer positions, two class II, and two class I,
will be needed to handle this conversion process.

Collections

This section is asking for two new tax representatives ($10,464) and
a junior typist-clerk ($3,630). One of the tax representatives will be
used in the headquarters office to help process bank and corporation tax
suspensions.

We recommend approvel of two tax representative and one Jumnior

typist position for the Collection Section, $14,094, budget page 349,
lines 49 and 53.
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-We also recommend thot the equipment for this new typist position
consisting of o desk, chair and typewriter, be deleted, $469, budget
pvage 349, line 81, and that equipment related to the intermediaie
stenographer position previously recommended for deletion be trams-
ferred to collections. :

One existing tax representative now works on these cases. During
1960-61, 12,600 corporations were suspended. This 80 percent increase
over the prior fiscal year was abnormal, and largely attributable to the
1959 legislative action which increased the minimum franchise tax from
$25 to $100. The board states that the new position is needed to: (1)
help eliminate the backlog of existing cases, (2) develop new procedures
whereby headquarters will handle more of these cases rather than send-
ing them to the field for collection, and (3) devote more effort to collect
the delinquent taxes before the corporations become suspended. We
believe these procedural changes probably will be more economical and
result in faster collection activity.

The other tax representative position and the clerical help are for
the Sacramento field office. This office currently has two field repre-
sentatives, one permanent and one part-time clerical position. The part-
time clerical position was borrowed from the headquarter’s collection
clerical pool. This office handles the collection activity in 19 northern
California counties and had an inventory of 2,361 cases on December 1,
1961. About 1,200 of these cases were in the Sacramento metropolitan
area (Sacramento, Roseville and west Yolo County) and the remainder
were in the surrounding counties.

‘We believe the combination of workload and geographic area that
needs to be covered justifies these new positions.

Claims Section

The board is asking for a new accounting technician II position,
$4,512, to process both franchise and personal income tax credit balance
refunds.

We recommend approvel of one accounting techmician II position,
$4,512, budget page 349, line 50.

These refunds consist of taxpayer overpayments as a result of errors
in computing interest, the difference between estimated and final com-
putation of the tax, and where the taxpayer paid his liability more
than once. Franchise tax credit balance refunds currently are being
processed by an auditor II, quarter time, and a senior clerk, half time.
The granting of this technician position will allow the auditor to spend
full time on regular franchise tax refunds which had an average annual
inventory of 1,827 cases in 1960, and 2,243 cases in 1961, or an increase
of 23 percent.

Personal income tax credit balance refunds currently are being pro-
cessed by an accounting technician IT position with the assistance of
clerical help. The average annual inventory of these cases was 2,376 in
1960, and 3,378 in 1961, or an increase of 42 percent. Part of this in-
crease in caseload is attributable to the interest errors made by the EDP
unit during its conversion process, and in the future this should be less
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of a problem. We feel there is sufficient justification for this new posi-
. tion on the basis of increased workload.

) Drawer Audit Section

The agenecy is requesting six additional senior account. clerk positions
for this section in order to release auditors for higher level work.

We recommend approval of siz new senior account clerk positions,
397,072, budget page 349, line 51, under the following conditions:

1. That they, or equivalent manpower, be used for audit of the 1960
““annual’’ returns, starting in July 1962, and

2. That the agency reduce the oudit coverage for “annual’’ returns
filed for income years prior to 1960 to not more than 75 percent.

Our reason for these recommendations is that we believe audit of
these returns should be made on a more current basis. Under present
procedures the returns are not andited until from approximately two
and one-half to just under four years after the return is filed and we
believe that this delay seriously impairs the effectiveness of the audit
program, in two ways. It lessens the amount of direct revenue received
by increasing collection losses. It reduces the effectiveness of the pro-
gram as a tool for producing more accurate self-assessments in the fu-
ture by failing to call attention to errors in reporting on a timely basis.

The Franchise Tax Board segregates personal income tax returns into
the following three categories:

1. Annuals. These are long form returns for low and medium income
groups. In 1960, this category consisted of returns with less than $15,-
000 of income if entirely from salary and wages, or less than $12,000 if
composed partly of other income. These returns are filed alphabetically
by years. ,

2. Folders. These are long form returns for high income groups, i.e.,
those with incomes above the ‘‘annuals,’’ and are filed in individual
taxpayer folders, with each folder normally containing three or four
tax returns. -

3. Cards (form 540A). These are the short form cards for low and
medium income groups which were first introduced in 1959, and are
filed alphabetically, by years.

Table 6 shows the number of returns in each category for the last
seven years.

Table 6
Types of Personal Income Tax Returns, 1955 to 1961
Income Year Folder Annuals S40A Total
1955 337,000 2,585,000 © 2,922,000
1956 346,000 2,847,000 3,193,000
1957 347,000 3,074,000 3,421,000
1958 326,000 3,157,000 3,483,000
1959 oo 301,000 3,131,000 548,000 3,980,000
1960 315,000 (est.) 2,833,000 1,027,000 4,175,000
1961 (est.) e 325,000 2,700,000 1,300,000 4,425,000

The audit of the 540A cards consists of a check by comptometer op-
erators with questionable returns being reviewed by senior account
clerks in the preliminary examination section. This audit is done on a
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current basis, with most.of the work completed before the next return
is due. :

The aundit of the ‘‘annuals’ and ‘‘folder’’ cases is conducted by
auditors in the drawer audit section, who review the returns in alpha-
betical order as they are filed in the file drawers.

There were 48 auditors in this section on January 1, 1962 including
six grade I and 35 grade II. The former work exclusively on ‘‘annual’’
returns while the latter work mainly on ‘“‘folder’’ cases, but spend
considerable time on ‘‘annual’’ returns.

In our 1961-62 Analysis, page 372, we recommended that the proe-
essing of ‘‘annual’’ returns be done mainly by clerks rather than
auditors. The agency has accéepted our recommendation in part, and
intends to use the six new senior account clerk positions in a pilot
study to carry out our recommendation.

Adding six new clerical positions rather than downgrading existing
auditor positions will result in making auditor positions available for
other work. We approve of this arrangement provided the staff is used
to reduce the time mterval between date of filing and date of andit of
the returns.

Table 7 shows the percent of annual returns audited, the man-years
of work involved, and the time interval between the date the returns
were filed and audited.

Table 7
Processing of Personal Income Tax Annual Returns
by Drawer Audit Section
Months between

Income Percent of returns Man years Awudit period Filing and auditing
year audited of work Start Finish Start Finish
1955 79.1 11.16 July ’58  Dee.’59 26 43
1956 100 15.75 - Dec. 59 . Oct. 60 31 42

1957 100 est. 18.28 est. Nov.’60 Feb.’62est. 29 46

As Table 7 indicates, audit of returns for the income year 1957, which
were filed during April 1958 was not started until November 1960, 29
months after the filing date and will not be completed before February
1962, 46 months after the filing date, or just short of the expiration of
the four-year limitation period. The audit of the 1957 returns extended
over a 17-month period of time.

Audit of the ‘““annual’’ returns in the drawer audit section has
always been predicated on the assumption that the oldest returns should
be audited first. We are recommending a departure from this procedure
and propose that audit of the 1960 returns, which were filed in April
1961, be started in July 1962, rather than bemo- postponed until after
aud1t of the 1958 and 1959 returns has been completed We also rec-
ommend that the audit of the latter returns be limited to something less
than 100 percent eoverage, as was the case for the 1955 returns, where
only 79.1 percent were audited, and the 1954 returns where only 57
percent were audited.

Another suggestion for bringing the program to a more current basis,
which we believe merits serious consideration, is to concentrate on audit

326




Ttem 134 ‘ Franchise Tax

Franchise Tax Board—Continued

of the 1960 returns, and audit only those returns for prior years where
the 1960 return discloses a significant deficiency.

In evaluating the need for audit of “‘annual’’ returns where the
audit is substantially delayed, we believe the agency should develop
information as to collection losses which result as related to the lapse
of time between the filing of the return and the date of the assessment.

Table 8

Summary of Results of Personal Income Tax Audit Programs
of the Franchise Tax Board, 1959-60

(1) (2) (3) (4)

Revenue
Ewxcess of  per $1

Net revenue over of costs

Program revenue Costs costs (1)-+(2)
Drawer audit—annual file .  $757,070 $362,200 $394,870 $2.09
Los Angeles residence cases__ 81,283 37,228 44,055 2.18
Sacramento field audit _____ 138,282 52,729 85,553 2.62
San Francisco field audit ___ 1,212,232 330,573 881,659 3.67
Los Angeles field audit _____ 1,295,761 350,918 944,843 3.69
San Francisco cases _______ 161,863 37,466 124,397 4.32
Specialist eases . ___ 503,022 112,899 390,123 446
Drawer audit—folder file —__ 1,261,783 252,300 1,009,483 5.00
Revenue agents’ reports_.___ 1,297,574 159,596 1,137,978 8.13
Totals __ $6,708,870 $1,695,909 $5,012,961 $3.96

Data shown for the drawer. audit was provided by the Franchise Tax
Board in a letter dated August 11, 1960. All other data is from the
agencies cost of operations report for 1959-60.

A glance at-Table 8 indicates that audit of the ‘‘annual’’ returns is
not a big revenue producer, that for 1959-60 it produced total revenue
of $757,070, at a cost of $362,200, an excess of revenue over cost or a
““profit’’ of $394,870, or $2.09 in revenue for each $1 of cost. Further-
more, it should be remembered that the revenue shown in Table 8 is
in terms of deficiencies assessed, not revenue collected, and no data are
available as to the amounts so assessed which are uncollectible. Since
the assessments under this program are relatively small, the current
estimate being that the average is less than $18, and the assessments
are not made on a current basis, we suspect that very substantial
amounts will prove to be uncollectible, and thus to a considerable
degree the program as currently conducted may represent wasted
effort.

As a long-range program we believe the agency should give serious
consideration to revising its entire procedures relating to audit of the
‘‘annual’’ returns to-the end that the audit be started shortly after
the return is filed and completed before the next succeeding return is
due. This would minimize collection problems and maximize the effec-
tiveness of the program in correcting future self-assessments, and we
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suspect that these advantages might well outweigh the theoretical loss
in revenue which might result from any failure to assess all deficiencies
during the changeover period.

From our studies of the operations in the agency we are convinced
that such a radical change is not only possible but that the cost would
not be prohibitive.

Primary Audit Section

The agency is asking for two new ecalculating machine operator
positions, $7,992, to handle the increased workload associated with
540 A returns.

We recommend approval of two new calculating machine operator
positions, $7,992, budget page 349, line 59.

~Table 6 shows the Board received 548,000 of these returns in 1960,
1,027,000 in 1961, while an estimated 1,300,000 returns will be received
in 1962. This section also works on folder cases, part pays, and handles
notices of proposed assessment, and notices of error. The workload in
most of these categories is increasing.

Out-of-state Offices

The agency is requesting 10 new auditors and two clerks to add to
a staff of 28 auditors and two clerks now stationed equally in New York
and Chicago. This staff is engaged in auditing certain of the corpora-
tions subject to the Bank and Corporation Tax Law which have income
from sources both inside and outside of California. The increase is
requested in order that returns of more of these corporations can be
audited in the field rather than by desk auditors in Sacramento.

We recommend disapproval of an incresse of $92,523 to finance 10
new auditors and two new clerks in New York and Chicago, detailed
as follows:

Budget
Salaries and Wages New York  Chicago Total Page Line
5 Out-of-state income and
franchise tax auditor IT____ - $33,360 $33,360 349 56
1 Intermediate stenographer__ - 4194 4,194 349 57
5 OQut-of-state income and - i
franchise tax auditor II____ $33,360 - 33,360 349 60
1 Intermediate stenographer__ 4,194 - 4,194 349 61
Equipment 1,462 2,017 3,479 349 81
Travel 5,000 5,000 10,000 349 T4
Rent 2,016 1,920 3,936 349 K
Totals $46,032 $46,491 $92,523

Our reason for recommending against this request is that the agency
has not shown that there is any need for shifting the emphasis from
desk audit in California to the more expensive field audit in the east.
Neither has it shown that, if the need exists, the change cannot be
accomplished by a transfer of personnel rather than by an increase
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in staff. Furthermore, there -has been no showing that the proposed

increase in staff will produce any increase in revenue to the State.

All of the tax returns of corporations subject to the tax where an
allocation problem is involved, of which there are between 14,000 and
15,000, are audited at the present time, some by the regional offices in
Los Angeles and San Francisco, some in New York and Chicago and
the remainder by desk auditors in Sacramento.

A staff of four auditors was first assigned in the east in 1950, with
four added in 1955-56, 10 in 1958-59 and 10 during 1959- 60 d1v1ded
equally between New York and Chicago.

The agency has not developed adequate criteria for determining
which audits should be handled in the field rather than in headquarters.
Its present thinking seems to be that eventually practically all allocation
audits should be sent to the field. This move would result in substantial
future increases in audit costs.

There is an almost complete lack of meaningful workload data in the
agency on which to base a judgment of the desirability of placing
greater emphasis on field audits to be made in the east.

The only data readily available on a long range basis relates to
revenue and costs of the allocation audit program, by location, starting
with 1952-53, and included in the cost of operatlons and revenue reports
compiled by the agency each year.

; Table 9 based on data in these reports gives results of the allocation
audit program by fiscal year and location, from 1952-53 to 1960-61.
Data in this table indicates that over the nine-year period the Sacra-

mento desk audits has been more productive than the out-of-state audits
both in terms of total revenue, and of revenue per $1 of cost. Total
revenue from desk audits of $24.6 million has exceeded total revenue
from out-of-state audits of $17.8 million by $6.8 million or 38 percent
while revenue per $1 of cost of $19.24 from desk audits has exceeded
that from out-of-state audits of $13.96 by $5.28 or 37.8 perecent.

Another important fact which the table indicates is that revenue
per $1 of cost from desk audits' shows an increasing trend over the
nine-year period while the reverse is true for the out-of-state audits.
This fact is further emphasized by the data in table 10 which sum-
marizes that in table 9 by two perlods the first four years and the
last five years for the total shown in table 10. :
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Table 8

Bank and Corporation Tax, Allocation Audit Activity by
Location and Fiscal Year, 1952-53 to 1956-57

Item 134

Net Revenue per
Cases Hours revenue Cost  §1 of cost
Sacramento desk audit:
196253 . __ 2,487 36,487 $1,347,027 $114,243  $11.79
195354 2,845 43,539 1,508,624 135,076 11.17
195455 ______________ 2,742 38,072 2,530,981 128,031 19.77
195566 . ___ 11,413 40,737 2,229,138 142,012 15.70
1956-57 11,485 36,069 2,014,210 131,842 15.28
195768 7,976 38,631 3,302,576 147,032 22.46
195859 12,325 41,078 2,935,645 164,614 17.83
195960 . __________ 16,104 37,645 5,862,886 162,292 36.13
196061 _____ _____.___ 12,272 33,051 2,886,333 154,563 18.67
Total ____________ 79,649 345,309 $24,617,420 $1,279,705 $19.24
California field audit: ‘
195268 . 648 20,533 $1,799,598 $67,294  $26.74
195864 _ . __ 612 19,449 2,675,063 67,346 39.72
1954656 . ___ 623 22,663 1,680,061 81,478 20.62
195566 . _____ 715 24,206 2,583,529 94,488 27.84
195657 . 620 28,885 1,615,432 112,354 14.38
195768 936 37,898 3,272,658 159,769 20.48
195869 834 38,288 3,048,300 166,531 18.30
1959-60 . ____ 999 46,258 4,149,381 209,204 19.83
196061 ______________ 1,080 47,952 -1,871,000 233,403 8.02
Total ____________ 7,067 286,132 - $22,695,022 $1,191,867 = $19.04
Qut-of-state audit:
195263 307 6,139 $1,205,650 $29,025  $41.54
195864 320 10,449 1,430,528 50,600 28.27
195465 272 13,024 588,043 41,374 14.21
195566 410 18,820 2,220,362 72,779 30.51
195667 - ___ 383 24,961 2,301,177 104,090 22,11
195768 360 25,528 802,866 113,907 7.05
195869 459 45,937 1,339,267 198,049 6.76
1959-60 . ______ 715 66,819 2,724,126 296,291 9.19
196061 _______ 1,079 78,040 5,229,686 371,670 14.07
Total __ e _ 4,305 $289,717 $17,841,705  $1,277,785  $13.96
All locations :
195268 3,442 63,159 $4,352,275 $210,562  $20.67
1953-564 . ______ 3,777 73,437 5,614,215 253,022 22.19
195456 _ . _____ 3,637 73,759 4,799,085 250,883 19.18
1955-56 . __ 12,538 83,763 7,033,029 309,279 22.74
195657 12,488 89,915 5,930,819 348,286 17.03
195768 . 9,272 102,057 7,378,100 420,708 17.54 .
1958-69 . __ 13,618 125,303 7,323,212 529,194 13.84
195960 _ . _ 17,818 150,722 12,736,393 667,787 19.07
196061 14,431 159,043 9,987,019 759,636 13.15
Grand Total ______ 91,021 921,158  $65,154,147  $3,749,357 $17.38
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Table 10
Bank and Corporation Tax, Allocation Audit Activity by
Location and Period, 4 Years 1952-53 to 1955-56,
and 5 Years 1956-57 to 1960-61
Net Revenue per
Location Cases  Hours revenue Cost  $1 of cost
Sacramento desk audit :
4 years, 1952-53 to 1955-56__ 19,487 158,835  $7,615,770 $519,562 $14.66
5 years, 1956-57 to 1960-61__ 60,162 186,474 17,001,650 760,343 22.36

Total 79,649 345,309 $24,617,420 $1,279,705 $19.24

California field audit : .
4 years, 1952-53 to 1955-66__ 2,598 86,851  $8,738,251 $310,606 $28.13
5 years, 1956-57 to 1960-61__ 4,469 199,281 13,956,771 881,261 15.84

Total ___________._____ 7,067 286,132 $22,695,022 $1,191,867 $19.04

Qut-of-state audit :
4 years, 1952-53 to 1955-56 __ 1,309 48,432  $5,444,583 $193,778 $28.10
5 years, 1956-57 to 1960-61_.. 2,996 241,285 12,397,122 1,084,007 11.44

Total ________ S, 4,305 289,717 $17,841,705 $1,277,785 $13.96

All locations :
4 years, 1952-53 to 1955-56__ 23,394 . 294,118 $21,798,604 $1,023,746 $21.29
5 years, 1956-57 to 1960-61__ 67,627 627,040 43,355,543 2,725,611 1591

Total _______________ 91,021 921,158 $65,154,147 $3,749,357 $17.38

During the first four years while total revenue from desk audits of
$7.6 million exceeded that from out-of-state audits of $5.4 million by
$2.2 million or 39.9 percent, the out-of-state audits were almost twice as
productive in terms of revenue per $1 of cost; 28.10 as against $14.66.

During the last five years, on the other hand, total revenue from desk
audits of $17.0 million exceeded that from out-of-state audits of $12.4
million by $4.6 million or 37.1 percent while the revenue per $1 of cost
from desk audits was $22.36, or almost twice that of $11.4 from the
out-of-state audits.

It appears to us that the foregoing data constitutes evidence in sup-
port of a shift of emphasis from out-of-state audits to desk audits in
Sacramento rather than the reverse.

Other evidence tending in this direetion is that contained in Table 11.

Table 11

Number of Cases and Number of Hours on Allocation
Audits During 1960-61

(1) (2) (3) (4) (5)

Number of cases Number of hours

No taz Taz Per tax

Location Total change change Total change case

Sacramento desk audit..__ 11,053 8,176 2,877 33,051 11.5
California field audit______ 1,768 688 1,080 47,952 444
Out-of-state audit .__—____ 1,610 531 1,079 78,040 723
Total ____.___________ 14,431 9,395 5,036 159,043 316
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A tax change refers to an audit where some adjustment, either an
additional assessment or a reduction, was made on the return. Most of
the no tax change cases in the Sacramento office consist of returns which
were scanned, rather than audited. Processing a scanned case takes far
less time and work than an audit. The no tax change cases in the field
offices were nonproductive audits. Two items in this table are significant.

1. The Sacramento office spent considerably less time to complete a
tax change case than did the field offices.

2. For California fleld audits 38.9 percent of the total cases were
no change and for out-of-state audits 33.0 percent. This fact indicates
that there is area for considerable improvement in the selection of field
audits by directing them away from nonproductive channels.

The number of cases shown in Tables 11, 10 and 9 are ‘‘tax years’’
rather than taxpayers audited. We are -informed that for Sacramento
desk audits of a given corporation two years are normally audited at
one time while for California field audits the average is three years and
for out-of-state audits 8.5 years. Therefore to convert ‘‘tax years’’
audited to corporations audited it is necessary to divide by 2, 3, or 3.5
respectively.

In Table 11 the total cases for California field audits and out-of-state
audits are the tax change cases only, while those shown for Sacramento
desk audits include the no-changes cases for the other two locations.

There are about 1,438 allocation corporations in the Chicago area,
and 1,604 in the New York area. Table 12 shows how many of these
corporations were audited in the field during the last four fiscal years.
The statistics in this table refer to eorporations, not tax years, and
therefore are not comparable with the data in Tables 9, 10 and 11.

Table 12

Number of Corporations Audited in Out-of-State Field Offices
1957-58 to 1960-61

Fis_cal Year ) New York Chicago Total
1957-58 65 45 110
1958-59 5 57 132
1959-60 124 83 207
1960-61 - 229 145 374

Table 13 shows types of corporations audited, by income category,
during 1960-61. .
Trable 13

Number of Corporations, by Income Category, Audited in Out-of-State
Field Offices, 1960-61 ’

Siate Net Income Category . New York Chicago Total
Over' $500,000 21 35 56
$100-500,000 45 26 | 71
Under $100,000 State but over $100,000 ,
) Federal i . 126 55 181
"Not specified 37 29 66
Total 229 145 374
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In order to evaluate the field office operations, we recommend that
the Agency compile the following workload statisties -for allocation
audits in each of its four field offices:

1. The number of allocation corporations, by income category, within
the jurisdiction of each office. -

2. At the start of the fisecal year, the number of tax years available:
for auditing in each income category as well as the number of corpora-
tions involved.

3. The number of audits aetually completed during the ﬁseal year.
This data should include both the number of corporations and the num-
ber of tax years, by income category.

-4, The results of these audits, the number and hours devoted to tax
change vs. no tax change cases, the total net revenue and the net reve-
nue per dollar of cost, for each income category.

5. For the Sacramento desk audits the same information contained
in Items 3 and 4 should be compiled for other than scanned cases, but
the number. of hours devoted to scanned cases as well as the number of
cases should be recorded.

Los Anrgeles Regional Office ’
‘We are commenting upon the proposed new senior clerk positions
before discussing the tax representatives since our recommendation as
to the former is related to the latter.

. Enforcement Section :
The agency is requesting eight new senior clerk positions to perform
the work currently assigned to auditors in the enforcement section.
We recommend approval of eight new sentor clerk positions, $36,096,
budget page 350, line 18, on condition that the auditors whom they
replace be assigned to the collection section on @ temporary basis to
tmprove work methods in that section, as commented upon later in this

analysis. _

The present staff of the enforcement section includes the following:
Income and corporation tax auditor II ' 3
Auditor I i 6
Accounting technician 1
Intermediate clerk 3

Total ' ‘ 13

The budget justification statement states: ‘“... a large portion of the
work now being done by auditors could appropriately be done at a
lesser pay classification.”” We concur with this statement.

It should be recognized that the request for eight clerical positions
to replace auditors will result in making available eight additional
auditor positions, for whieh no justification has been submitted, or for
which no new work assignments have been indicated by the agency.
Under these circumstances it appears appropriate to us that these
auditors be assigned temporarily to the collection section until the defi-
ciencies in that section have been corrected, as commented upon in the
paragraph which follows.
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Collection Section

The agency is requesting 12 new tax representative positions for eol-
lection work in this region : one for San Diego, one for Bakersfield, and
10 for Los Angeles. '

We recommend approval of one new tax representative position for
San Diego, $5,232, budget page 350, line 17.

This position appears to be justified on a workload basis.

We recommend disapproval of one new tax representative position
for Bakersfield, $5,252, budget page 350, line 17.

The Bakersfield office had an inventory of 279 personal income tax
collection cases on October 31, 1961. We do not believe this is sufficient
workload to justify the addition of a full-time tax representative. The
Bakersfield office now has a staff of three—an auditor 111, an auditor II,
and an intermediate typist-clerk—which has been handling collection
work in the past.

We recommend disapproval of 10 new tax representative positions
for the Los Angeles office, $52,520, budget page 350, line 17.

Our reason for this recommendation is that, unlike the collection
section in the San Francisco office, which we comment upon later, we
do not believe this section is operating efficiently at present and until
such time as its work methods improve we do not believe additional
staff should be added.

In November of 1961 we examined the collection files in the Los
Angeles office and found them to be in extremely poor condition. The
main faults were:

1. Many of the cases had not been worked on during calendar year
1961. In other words, over 11 months had elapsed since anyone
had looked at these cases. We found instances where as long as
20 months had elapsed since any type of collection had been per-
formed.

Under the circumstances, workload statistics are meaningless
because cases that have been dormant for close to a year very
likely are uncollectible.

2. We also found a definite reluctance on the part of the tax repre-
sentatives to use the telephone. Most of them preferred to send
form letters even though a phone call would be simpler and faster.
For example, we found many instances where the tax representa-
tives received information from the Department of Employment
indicating that the delinquent taxpayer worked for a certain
company. Instead of phoning the company in the Lios Angeles area
to determine if the taxpayer were still employed, and possibly
make a personal contact, the representative sent a form letter to
the employer. This letter required a certain amount of typing, a
time delay until a reply was received, and a much longer delay

. before the representative once again reviewed this particular file.
‘Where a phone call would have given the representative his an-
swer in 10 minutes, the form letter probably resulted in a delay
of from six weeks to two months.
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Under these cireumstances, we do not believe the staff should be
increased since, if new positions were added they would probably
adopt the same working habits as those of the existing staff

We recommend that the eight auditor positions released by the en-
forcement section be assigned to collections on a temporary basis in
order that: (1) the uncollectible cases can be purged from the inven-
tory so that future workload statistics are meaningful, (M’.Ld (2) the
existing staff can be retrained in accordance with the collection manual
i$sued by the headquariers office.

The existing staff of the collection section consists of the following:
senior tax representative
tax representatives
senior clerk
account clerks

intermediate clerks
intermediate account clerk (temporary)

o 00 @

Total 16

We recommend that the following items of equipment which are
related to the foregoing recommendations be deleted, $3 867, budget
page 350, line 35.

Agency I tem No. Hquipment Cost Position
114 5 files . $435 Tax representatives—IL.os Angeles
117 3 files 423 Auditors—Enforcement Section
118 4 files 268 Auditors—Enforcement Section
122 1 file - 138 Tax representative—Bakersfield
125 10 desks 1,700 Tax representatives—IL.os Angeles
128 1 desk 170 Tax representative—Bakersfield
131 10 chairs 667 Tax representatives—ILos Angeles
133 1 chair 66 Tax representative—Bakersfield

Total $3,867
San Diego Branch Office

The agency is asking for one additional junior typist-clerk to assist
‘both the auditors and tax representatives.

We recommend approval of ome mew junior typist-clerk position,
$3,630, budget page 350, line 19.

We bel1eve that this p0s1t10n is justified on a workload basis.

The addition of a new tax representative and a typist position will
give this office a staff of five auditors, two tax representatives, and three
clerks, which is the same staffing pattern that exists in the Long Beach
and Oakland branch offices.

San Francisco Regional Office
Enforcement Section

We recommend disapproval of four new semior clerk positions for
the enforcement section in the Sam Framcisco regional office, $18,048,
budget page 350, line 54.

The agency has submitted practically no justification for these new
positions. The San Francisco regional office completed its 1961 en-
forcement cycle by January of 1962, or four months before the deadline.
gherefore, these positions do not appear to be needed on a workload

asis
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The only sighnificant statement the board has made in support of
these new positions is, ‘‘In the San Francisco region it has been found
that some clerks have aptitudes and personality traits that make it pos-
sible for them to learn, with proper training, to perform many of the
duties which formerly were performed by auditors.’’

The previous statement would seem to indicate that these new clerical
positions. would be used to perform the work now done by auditors.
However, this does not appear to be the intention of the agency. The
enforcement section has two auditor positions permanently assigned
and it is also used as a training area for new auditors. Since no changes
in this staffing pattern are contemplated, the new clerical positions
would be in addition to rather than in lien of the existing audit staff.

We recommend that the equipment for the proposed senior clerk
positions, comsisting of four desks, $680, and four chaws, $196, be
deleted, budget page 350, line 69.

Collections

The agency is asking for five new tax representative positions. Three
of these positions are for the San Francisco office, one for the Oakland
branch office and the other for the San Jose branch office.

We recommend approval of five new tax representative positions,
$26,160, budget page 350, line 54.

These positions appear to be justified on a workload basis.

In our review of the collection files in these offices during the fall of
1961, we were impressed by the _progress that has been made, especially
by the San Francisco office, in improving collection activities. The col-
lection supervsor for the region has done a commendable job in: (1) in-
sisting that the tax representatives use the phones as much as possible
to contact delinquent taxpayers rather than sending form letters, (2)
cleaning out the files of uncollectible cases, and (3) personally working
with and supervising the activities of the branch office tax representa-
tives. The San Francisco office has improved more than the branches,
but the latter are improving.

The cleaning out of the files of uncollectible cases is especially signifi-
cant from our viewpoint, because it makes the workload statistics mean-
ingful.

Table 14 shows the inventory of personal income tax collection cases
for the San Francisco region,

Table 14

Inventory of San Francisco Region Personal Income Tax
Collection Cases, November 30, 1961

Inventory of Collection Cases

. Ooligction Staff : Per Egxisting Per Proposed
Office " Ewisting Proposed Total Collector Collector
San Francisco 42 7 6,046 1,512 863
Oakland ___ __ 2 3 2,099 1,046 700
San Jose _. -1 2 1,529 1,529 - 764
Santa Rosa __ -1 1 1,037 1,037 1,037
Stockton-Fresno —.___._._ 1 1 1,168 1,168 1,168

9 14 11,879 1,258 av. 906 av.

a Consists of 1 senior tax representative, 2 tax representatives and 1 senior elerk,
b Consists of 1 tax representative and 1 senior clerk.
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In addition to the personal income tax cases, the San Francisco of-
fice also had 458 of its own corporation cases, 24 that belonged to the
Oakland office and 33 that belonged to San Jose. With this staff increase
it should be possible for the branch offices to handle their own corpora-
tion collection cases.

It appears to us that the San Francisco regional office has demon-
strated that it ean make effective use of its existing tax representatives,
and that its workload statistics are not only meaningful but indicate the
need for additional help.

STATE TREASURER .
ITEM 135 of the Budget Bill Budget page 351

FOR SUPPORT OF STATE TREASURER
FROM THE GENERAL FUND :
Amount requested $354,825

State employees’ retirement . i 23,340
State employees’ health and welfare 2,976
Total i $381,141
Estimated to be expended in 1961-62 fiscal year 371,873
Increase (2.5 percent) $9,268
TOTAL RECOMMENDED REDUCTION e $7,000
Summary of Recommended Reductions
: Budget -
: Amount Page Line
Alterations $4,500 352 50

Travel—out-of-state 2,500 352 538

ANALYSIS

This budget reflects no change in the level of service to be performed
during 1962-63, nor does it specify the sale of Water Resources Devel-
opment Bonds. The increase relates primarily to the addition of 4.2
man-years or $17,100 in temporary help which are shown as proposed
new positions.

The total temporary help budgeted, including the 4.2 man-years ad-
ditional, is devoted to the following functions:

Function Man-years Amount

Accounting and warrant paying 4, $19,206
Cashiering A4 1,500
Bond and coupon servieing 2.2 9,000
Miscellaneous 13 5,394
Total _ 8.6 $35,100

We recommend approval of $17,100 for additional temporary help,
budget page 352, line 42.

Temporary or intermittent help has been utilized to a less extensive
degree in the past in all of the above functions except bond and coupon
servicing. Its use here will undoubtedly prove to be more efficient than
_ the addition of permanent staff due to the fluetuation of workload.
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Two projects are contemplated under the category of alterations.
Partitioning the Investment Section to improve efficiency will require
$2,200. Widening and reducing the pitch on the stairway to the mez-
zanine, which houses the Bond Service Section, at a cost of $4,500, is
the other item.

We recommend a reduction of $4,500 for alterations, budget page
352, line 50.

Six full-time employees work on this mezzanine. It has been expanded
recently, and a fire escape added. We have no. knowledge of any
condemnation of the existing stairway by the Division of Industrial
Safety. We feel that the increased convenience afforded by this project
does not warrant an expenditure of this amount. Furthermore, if war-
ranted it should be budgeted as minor capital outlay

Travel out-of-state for the budget year appears in the budget papers
furnished to us as follows:

“Eastern trip to National Association of Auditors, Comptrollers and
Treasurers—Treasurer and Deputy $600

Trips to Municipal Finance Officer’s Convention and to New York and
Chicago to negotiate fiscal agent’s contracts—Treasurer and Deputy 1,200

Trips to New York and Chicago, ete., in the interest of bond sales—
Treasurer, Deputy and Assistant 3,200

$5,000”

‘We understand from the Treasurer that the specific trips which he
may be required to take during the budget year other than those de-
tailed at $600 and $1,200 are not known at this time. Therefore, approx-
imately the same amount as had been spent in 1960-61, $3,200, was
added in the budget year to provide funds for these unknown trips
out-of-state.

We recommend a reduction of $2,500 for travel out-of-state, budget
page 352, line 53.

The trlps taken during 1960-61 are either not requlred in the budget
year or in the case of the Municipal Finance Officer’s Convention,
budgeted separately. A reduction of this item by 50 percent would allow
a desirable degree of flexibility but would not allow inappropriate
contingency budgeting.

The reduction in the equipment category signifies completion of the
vault expansion. Liockers and half-lockers had been budgeted at $20,000
in both the 1960-61 and 1961-62 fiscal years. The use of open shelf
filing equipment instead generated a savings which was applied to
other purposes, including the purchase of tabulating equipment. This
accounts for the decreased operating expense category, tabulating ma-
chine operation.
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