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Advisory Commission on Marine and Coastal Resources-Continued 

Although there is no statutory deadline for completion of the COAP, 
the announced goal of a completed plan by the spring of 1972 appears 
to be optimistic and unobtainable if a high quality document is to be 
prepared. The budget year would be critical for the commission if that 
body were actually going to review and make recommendations on the 
plan as the completion date nears. Although the commission member
ship has been formed into seven working groups to do this by review
ing problem areas as the plan is developed, the commission's budget is 
inadequate to finance the necessary meetings of both the working 
groups and the commission to review the COAP. We do not believe the 
present status of development indicates that a high quality COAP will 
be ready for review next year. In addition, we are recommending in 
Item 199 that the Legislature limit the work of the Department of 
Navigation and Ocean Development on COAP to data gathering .and 
analysis until the Legislature specifies the planning approval mechan
isms for COAP and provides some means of administering it. Therefore 
the reduced expenditure level of $49,000 should be adequate for the 
limited work of the commission next year. 

DEPARTMENT OF JUSTICE 

Items 39 and 40 from the General Fund 
and the Motor Vehicle Fuud Vol. I p. 64 Budget p. 28 

Requested 1971-12 ___________________________________ $25,441,263 
Estimated 1970-71 __________________________________ 24,757,794 
Actual 1969-70 ______________________________________ 20,321,262 

Requested increase $683,469 (2.8 percent) 
Total recommended reduction _________________________ None 

Analy.~i., 
SUMMARY OF MAJOR ISSUES ANO RECOMMENOATIONS page 

1. We recommend that the Division of Law Enforcement be 79 
reorganized to produce a cohesive operating unit in accordance 
with the plan proposed by the Governor's 1967 Task Force. 

2. We recommend (aJ that whenever the department runs a 80 
fingerprint check of a job applicant who is found to have no 
criminal history, the fingerprint card be stamped "No criminal 
record" and returned to the submitting agency, and (b) that 
the department charge a fee equal to the cost of processing each 
set of applicant fingerprints which it receives for checking. 

3. We recommend legislation requiring that the State of Ne- 82 
vada be charged for the job applicant fingerprints which it rou
tinely'submits to California for processing free of charge. 

4. We recommend that the department initiate a grant pro- 83 
posal for $600,000 from the federal Law Enforcement Assistance 
Administration or the California Council on Criminal Justice to 
assist in the further implementation of the Criminal Justice In-
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formation System (CJIS). The department should attempt to 
obtain needed additional state funds for CJIS implementation 
by charging fees for all applicant fulgerprinting and by shift
ing priorities or eliminating low priority programs within the 
Division of Law Enforcement. 

5. We recommend that the Central Registry Unit be consoli- 87 
dated nnder the Special Services Section of the Bureau of Crim-
inal Identification and Investigation and that all positions as
signed to this function be physically located in the CII facility 
at 33rd and C Streets, and that the department avoid keeping 
duplicate files on parents wanted for nonsupport of minor chil
dren. 

6. We recommend that the Bureau of Criminal Statistics in- 89 
crease its efforts to utilize the crime data which it collects to in
terpret and predict trends and causes of criminal behavior and 
that it delineate in greater detail the personal and social charac
teristics of persons convicted of crimes. 

7. We recommend that the Bureau of Criminal Statistics com- 89 
plete its annual report on crime and delinquency in California 
by May 15 of each subsequent year. 

8. We recommend that the Organized Crime Unit report to 90 
the Legislature by July 1, 1971, on the specific types of organized 
crime which it seeks to suppress, its accomplishments as of that 
date, and the way in which its organizational structnre and staff 
utilization relate to combating organized crime. 

GENERAL PROGRAM STATEMENT 

The Department of Justice, under the direction of the Attorney· 
General, provides legal and law enforcement services to state and local 
agencies. As the chief law officer of the state, the Attorney General 
interprets laws and renders opinions; represents the state in criminal 
and civil proceedings before the California and federal appellate 
courts; and provides legal advice and assistance to the various state 
departments, boards and commissions . . 

The department also assists local agencies in the investigation and 
prosecution of investment and consumer frauds and other business 
crimes, registers and reviews charitable trusts and health plan organi
zations, enforces state antitrust laws, administers the state tort liability 
program and a program of aid to victims of violent crimes, and investi-. 
gates complaints of discrimination to ensure the constitutional rights 
of individuals. 

To assist local agencies in law enforcement, the department main
tains fingerprint and criminal record files for identification purposes, 
compiles criminal statistics, conducts investigations, and maintains. 
laboratory and photographic services. It also enforces the state nar
cotics laws and administers the California Law Enforcement Telecom
munication System (CLETS). As identified in Table 1, the depart
ment's three major programs are legal services, law enforcement, and 
administration, each of which is discussed in sequence in this analysis. 
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Table 1 
Department of Justice 

Summary of Expenditures by Unit 

Unit " 
General Administration 
Legal Services ____________________________ _ 

Civil Law ______________________________ _ 
Criminal Law ___________________________ _ 
Compliance Element _____________________ _ 
Office Management and Services __________ _ 

Law Enforcement _________________________ _ 

Identification processes ___________________ _ 
Investigation ____________________________ _ 
Information development _________________ _ 
Narcotic enforcement ____________________ _ 
Criminal statistics _______________________ _ 
Telecommunications ______________________ _ 
Criminal justice information system _______ _ 
Organized crime _________________________ _ 

Total _____________________________________ _ 

Actua,l 
1969-10 

$641,769 

10,297,757 

5,009,611 
2,690,721 
1,644,650 

952,775 

12,543,474 

2,916,512 
1,054,328 
2,290.765 
2.668,589 

807,974 
1,744.952 

658.340 
352,014 

$23,483,000 

E.~fimated 

1910-11 
$742.002 

11,205,092 

5.509,165 
2,966,805 
1,761,347 

967.775 

16,435.646 

2,fl76.372 
1,048,477 
2,2H5,720 
3,417,3&~ 
1,100,910 
2,834,301 
1,863,087 

959,396 

$28,382,740 

Proposed 
1911-12 
$800,550 

11,786,608 

5,936,805 
3,000,672 
1,786,246 

982.885 

16,334,057 

3.016,682 
1,093,589 
2.384.006 
3.442,838 

927,223 
3.034,492 
1,934.970 

500,207 2 

$28,921,215 
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Increase over current year (i" 

• Amount Percent I 
$58.548 7.9 t> 
581,516 5.21 (1.9) 1 ? 
427,640 7.81 (1.0) 1 ~ 
113,867 3.8 ~ 

24,H99 1.4 
15.110 1.6 

-101,589 

140,310 
45,112 
98,336 
25.455 

-173,687 
150,191 

71,883 
--459.149 2 

$538,475 

-0.6 

4.9 
4.3 
4.3 
0.7 

-15.8 
5.2 
3.9 

--47.92 

1.91 (0.6) 1 
1 When the $374.000 sum budgeted for payment or tort liability claims is separated from these items, the pereentage increase over eomparable eurrent-year expenditures 

is the second figure (in parentheses). See analysis, page 77. 
2 These figures do not reOeet a federal grant or $612,000 authorized for the budget ~'ear which will J.ncrease proposed budget"year expenditures for the organized erIme 

unit to $1,112,811, an increase of $153,415 or 16 pereent over estimated current·year expenditures. See analysis, page 91. 
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Items 39-40 Justice 

ANALYSIS AND RECOMMENDATIONS 

The requested appropriations are set forth in the budget bill in the 
following items: 

Item 39. Support of Department of .Tustice ____________________ $23,392,000 
Item 40. Augmentation transferred to Item 

39 from the ,l\Iotor Vehicle E'und_____________________ 2,049,263 

Total _ _ ____ __ _ __ ______ __ ___ ________________ _ ____ _ $25,441,263 

The $25,441,263 requested for the budget year is $683,469 or 2.8 per
cent above estimated expenditures .(excluding federal grants) in the 
current year. The excluded amount of federal funds is estimated at 
$501,000 in the current year and a somewhat greater amount in the 
budget year. In addition to the proposed appropriation, the depart
ment anticipates reimbursements totaling $2,479,952 for services to 
other state and public agencies. Thus, the total proposed departmental 
expenditure program (including $1,000,000 in Item 45 for tort liability 
claims) amounts to $28,921,215. 

LEG,AL SERVICES PROGRAM 

The legal services program, which consists of civil law, criminal law, 
compliance and office management elements, provides virtnally every 
type of legal service practiced in the state. The $11,786,608 proposed 
for this program in the budget year represents an increase of $581,516 
or 5.2 percent over estimated expenditures for the current year. How
ever, when $374,000 in estimated payments for tort liability claims is 
subtracted from the proposed budget-year program, the increase over 
existing legal service programs is $207,516 or 1.9 percent. 

Civil Law Program Element 

A budget-year expenditure of $5,936,805 is proposed for the three 
components of this element as outlined below. 

OQunsel t01' state agencies _____________________________________ $4,633.893 
Tort liability _________________________________________________ 1,000,000 
Subsequent Injuries Fund______________________________________ 302,912 

Total _____________________________________________________ $5,936,805 

This element, which is administered by the Division of Civil Law, 
represents most state agencies, boards and commissions as general coun .. 
sel in the civil law field. It conducts litigation in behalf of the state in 
all state and federal courts, including the United States Supreme 
Court, and renders legal opinions to state agencies, officers, legis1ators, 
district attorneys and county counsels. It also advises the Governor on 
the constitutionality of laws passed by the Legislature. Reimbursements 
are received for legal services provided to state agencies which are sup
ported by special funds. 

The element also represents the state and. its employees in the field 
of tort liability, and provides the Board of. Control with information 
which assists in the disposition 'of claims by victims of crimes of vio· 
lence and "good samaritans" who act to prevent the commission of 
crimes. It also provides legal and investigative services necessary for 
processing claims against the Subsequent Injury Fund. This fund, 
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Department of Justice-Continued 

which is a General Fund cost, pays awards authorized by the Industrial 
Accident Commission pursuant to Sections 4750-4755 of the Labor 
Code. 

The program budget document shows a decrease of 4.7 personnel 
man-years between the current and budget years in the civil law pro
gram elements. This decrease reflects an increase in salary savings. 
Three attorneys and two clerical positions have been shifted adminis
tratively during the current year from the Condemnation Law Section 
to the Tort Liability Section to adjust for changing workload require
ments in those two sections. 
Inclusion of Sum for Payment of Tort Liability Claims 

The budget document indicates proposed expenditures for the coun
sel for state agencies and subsequent injuries fund components at 
current-year levels. The amount budgeted for tort liability claims, how
ever, shows an increase from $575,293 to $1,000,000. This increase re
flects inclusion in tbe department's budget for the first time of 
$374,000 for payment of tort liability claims, as well as increased ad
ministrative costs for this component. 
Criminal Law Program Element 

The activities of this element are administered by the Division of 
Criminal Law. The Attorney General, through this division, represents 
the state in all criminal appeals from felony convictions and in connec
tion with writs in criminal proceeding's before state and federal courts. 
The division assists the Governor's office in extradition matters, pro
vides advice to district attorneys in criminal law cases, and may serve 
as prosecutor in criminal trials if a district attorney is disqualified or 
otherwise unable to handle the proceedings. 

Proposed budget-year expenditures for this program element total 
$3,080,672, which is an increase of $113,867 or 3.8 percent over esti
mated expenditures for the current year. 

Compliance Program Element 

The compliance program element, which consists of five components, 
proposes budget-year expenditures of $1,786,246 as follows: 

A.n titrust ________ ~ __________________________________________ _ 
Investment frauds ___________________________________________ _ 
C onsu mer" frauds ____________________________________________ _ 
H eaUIt plan registrations , ______ ..: ______________________________ _ 
Charitable .t,·usts ____________________________________________ _ 

$577,718 
359,072 
200.734 
115,226 
533,496 

This element, which is administered by the Division of Criminal Law, 
provides legal and investigative services to secure compliance with state 
laws concerning restraint of trade or antitrust matters, investment and 
consumer fraud, the administration of charitable trusts and health 
plan registrations. The proposed expenditure for this element is 
$24,899 or 1.4 percent above estimated current-year expenditures. 
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Office Management Program Element 

The office management element provides the general supervision and 
supportive services needed by the legal services program. The assistant 
attorneys general who are directly in charge of the daily operations of 
the department's three offices (Sacramento, San Francisco and Los 
Angeles) provide overall supervision for the . legal, stenographic; 
clerical and library services. Proposed expenditures for this element 
total $982,885, which is an increase of $15,110 .or 1.6 percent over the. 
current year. 

LAW ENFORCEMENT PROGRAM 
(Division of Law Enforcement) 

This program-the department's largest and most complex-provides 
identification, analytical, investigative, laboratory, statistical, com
munication, and criminal-r'ecord-keeping services to local, state, and 
national criminal justice agencies. The department proposes budget
year expenditures of $16,334.057 for this program, a decrease of 
$101,589 or 0.6 percent from estimated current-year expenditures. Pro
posed expenditures for the eight elements of this program are as fol
lows: 

Proposed 
Program. Element Expel1ditUl·es· 
Identificntion processes ___________________________________________ $3,016.682 
Criminal justice information system ___ .:.____________________________ 1,934,970: 
Criminal statistics ________________________________________________ 927,223 
Information development __________________________________________ 2,384,056 
Investigation _____________________________________________________ 1,093,589 
'l'elecommunications ______________________________________________ 3,034,492 
Narcotic enforcement _____________________________________________ 3,442,838 
Organized crime _________________________________________________ 500,207" 

Reorganization Needed 

The Division of Law Enforcement provides the foregoing services to 
law enforcement agencies under an organizational structure consisting 
of highly autonomous bureaus. This has sometimes resulted in a lack of 
cooperation and coordination among the program elements snpervise'd 
by the several bureaus. 

We believe the Division of Law Enforcement should be reorganized 
to produce a cohesive operating unit and suggest the proposal of the 
Governor's 1967 Task Force as an effective way to proceed. 

This reorganization proposal would group together all functions 
which are concerned primarily with records which identify individual 
criminal histories and all functions relating to field investigations of 
criminal activities and enforcement of laws. It would place each of 
these primary programs, identification and investigation, under the 
administration of an assistant director who would report directly to a 
deputy director who would also serve as director of the division. A 
change in the division's name from Division of Law Enforcement to 
Division of Criminal Identification and Investigation would serve to 
refiect more precisely the functions which are performed. 

Following is an analysis of the eight program elements which com· 
prise the division's current organization. 
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Department of Justice-Continued 
Identification Processes Program Element 

Items 39-40 

The identification processes element, which is administered by the 
Bnreau of Oriminal Identification and Investigation (OIl), maintains 
a central record system by whicb law enforcement and other govern
mental agencies may verify tbe identity of individuals and whetber 
they bave criminal records. The so'stem consists of a file of 4.2 million 
individual record folders. a fingerprint file containing 8 million finger
print cards, and a soundex card file containing 12 million name cards. 
Departmental files on stolen guns and property, modus operandi, tripli. 
cate narcotic preseriptions, criminal statistics, and wanted persons have 
been computerized. 

Approximately 86 percent of tbe folders, 71 percent of tbe soundex 
cards, and 62 percent of the fingerprint cards relate to persons with 
criminal histories, and the remainder to persons who have been :finger~ 
printed ,at tbe time of applying for various types of employment. 
Furthermore, 45 percent of the new record folders created and 66 per
cent of all fingerprints added to the fingerprint file in the past six 
years are those of noncriminal job applicants. 

The record folder and fingerprint files have been expanding at a 
rate which bas almost filled all of the available space in the present 
facility. In 1954, there were fewer than 900,000 record folders occupy
ing 1500 square feet of floorspace. By 1964 the number had tripled to 
2,700,000 folders and t.he floorspace had quadrupled. Prescnt.\y there 
are 4,200,000 record folders occupying a major portion of the former 
Aerojet factory in northeast Sacramento, and 1,200 new folders are 
being added each day. Table 3 shows the growth in record folders 
since 1954. 

Table 2 
Individual Record Folders 

(Criminals and Job ApplicC\nts Combined) 
Year Number 
1954 ____________________________ 900.000 
1964 ____________________________ 2.700.000 
1968 ____________________________ 3.720,000 
1970 ____________________________ 4,200,000 

A 1968 departmental study indicates tbat 45 percent of all new OIl 
folders are created to store job applicant fingerprint cards. 1V e recom
mend that whenever the department rums a fingerprint check of a 
person who has no crimina.l history, the fingerprint card be stamped 
"No criminal record" and retu.rned to the subm.itting a.gency. 1V e 
further recommend that the department charye a tee equal to the cost 
of processing each set of applicant finY"'p"ints which is checks. 

Implementation of this recommendation would reduce tbe growtb of 
the record and fingerprint files substantially and greatly simplify the 
the processing of applicant fingerprints) '''hieh comprise almost two
fifths of all fingerprints submitted to on for processing. It also would 
result in more effective use of personnel and permit faster, more effi
cient service to law enforcement agencies submitting criminal record 
requests. 
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The Department of Justice will receive an estimated 1,400,000 
fingerprint cards for processing during the current year. Nearly two
fifths of these cards, or 550,000, relate to job applicants rather than 
criminals. If a fee of at least $3 (wbich approximates cost) is charged 
for each set of applicant cards processed, and all fi50.000 appiicant 
cards are processed, annual revenue to the General Fund would be 
$1,650,000 in the current year rather than the $330,000 anticipated 
under the current. practice which is to levy a fee on some agencies but 
not on others. 

A comprehensive study of the fingerprint and soundex (name) files 
conducted by the department in 1968 concluded that: 

"without a mandate from the Legislature to establish a system of 
universal fingerprinting, the Bureau of OIl should cease maintaining 
records on noncriminals, at least in active, regularly searched files . 
. . . In view of the limited funds available to the bureau, it is our 
conclusion that OIl's legislative~v established objectives can better 
be met· by upgrading the quality of information maintained on 
individuals who have threatened society by committing criminal acts, 
rather than by spreading efforts out thinly on the permanent 
maintenance of all records received, as is now the case." 
The study cited the fact that "the applicant records in the files are 

growing out of proportion to the criminal records; and, if such growth 
is not checked, we can expect to have an incomplete, unwieldy system, 
primarily consisting of records on noncriminals, with only a minor 
percentage of records on criminals." 

The department's conclusions were based on a review of the com
parative growth of criminal and noncriminal. fingerprint cards and 
soundex (name) cards, which is summarized in Table 3. 

Year 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 

Totals 

Table 3 
Comparative Growth of Criminal and Noncriminal (Applicant) 

Fingerprint and Soundex Files 
Aotual number of Estimated number of 
fingerprints added SQundew ca"ds added 
to ji1!gf'rprint ji.le to 8ounde:e file 

Job applicant Job applicant 
Oriminal (noncrhninal) Criminal (noncriminal) 

---------------- 101,795 164,248 169,662 176,616 
---------------- 102.294 173,025 170,493 186,054 
---------------- 110,888 177.161 184,817 190,501 
---------------- 112,163 225,339 . 186,942 242,307 
---------------- 99.360 239,220 165.603 257.233 
---------------- 111.008 229,119 185,017 246,372 
---------------- 131,594 237,934 219,328 255,850 
---------------- 148,590 243,021 247,655 261,320 

--------------- 917,692 1,689,067 1,529,517 1,816,253 
350/0 65% 46% 54% 

The identification processes unit should serve primarily to identify 
and keep records pertaining to individuals with criminal histories and 
should not be required to keep records of citizens having no history 
.of criminal activity. Focus of its attention solely on criminally related 
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records will result in faster, more economical service to law enforcement 
agencies. Furthermore, if the number of job applicant fingerprint 
cards in cn's files continues to increase, the agency will soon be forced 
to move to a larger facility. 
Charge Nevada for Fingerprinting Services 

We recommend legisla.tion requiring the department to charge the 
State of Nevada and other states for' all job applicant fingerprints 
which are submitted to California for processing pursuant to Section 
11105 of the Penal Code. 

The department not only should charge a reasonable fee for process
ing California job applicant fingerprints, but also should charge a. fee 
equal to the cost of processing job applicant fingerprints for the 
State of Nevada and other states requesting such information. These 
services, which are required by Penal Code Section 11105, are 
provided free of charge. They represent a service to the State of 
Nevada, which does not keep fingerprint records at the state level, paid 
for by the taxpayers of California. In fact, since most of the Nevada 
job applicant fingerprints are those of the employees of large casinos 
and hotels, cn's fingerprint check represents a free service to those 
. establishments who desire fingerprint checks of their employees. 

Out-of-state fingerprints, which come primarly from Nevada, com
prise a significant portion of all applicant fingerprints received by cn. 
In fiscal year 1969-70, 35,412 criminal and 36,6'82 noncriminal out-of
state fingerprints were received and approximately the same number 
in 1969-70. Due to present budgetary limitations, however, these prints 
receive. a low priority and are not being processed at the present time. 
Assuming that 70,000 such prints are received and processed annually, 
the state would receive $210,000 per year if provision is made to 
process them at a rate of $3 per card (which approximates current 
costs) . 

Automation in the Department of 'Justice 

Because the information in the department's files is made available 
to approximately 450 separate law enforcement agencies in California, 
it is imperative that the department utilize modern electronic data' 
processing (EDP) methods to provide immediate response to inquiries 
of an urgent nature. It is also essential that EDP equipment be utilized' 
for storing and maintaining the almost unmanageable volume of data 
presently contained in the manual files if the department is to continue 
to function as effectively as the central repository for statewide law 
enforcement records. 

To assist in these tasks, the department is operating the California 
Law Enforcement Telecommunications System (CLETS) and is in the 
process of implementing the Criminal Justice Information System 
(CJIS). 
California L.aw Enforcement Telecommunication,s System 

The California Law Enforcement Telecommunications System 
(CLETS) was established pursuant to Chapter 2.5, Sections 15150-
15165 of the Government Code, to provide law enforcement agencies 
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with an efficient and effective statewide telecommunication service. 
The state's portion of CLETS consists of two switching centers, lo
cated in Los Angeles and Sacramento, and sufficient circuitry to one 
location in each county to handle the message traffic load to and from 
each county. The message switching is accomplished by duplex com
puters located in each switching center. 

CLETS became operational on April 1, 1970, and now provides 
service through a point-to-point network and a bulletin network. There 
are over 1,000 terminals connected to city, county, state' and federal 
law enforcement agencies. In addition, CLETS provides all agencies 
on the system with direct access to computerized information files 
such as the wanted persons, firearms and property files of the Depart
mentbf Justice, the Department of Motor Vehicle's driver and vehicle 
registration files, the California Highway Patrol's stolen vehicle files, 
and the Federal Bureau of Investigation's National Crime Informa
tion Center (NCrc) in Washington, D.C. 

Original estimates anticipated that CLETS would handle 4,500,000 
messages in the 1970-71 fiscal year. Current projections, based on seven 
months of 'operational experience, indicate that 10,500,000 messages 
will be handled in this period. The increase results from the depart
ment's wanted persons' file becoming operational and increased traffic 
into the Department of Motor Vehicles' driver and vehicle registra
tion files. The traffic for 1971-72 fiscal year may increase to 15 million 
messages, but it is not anticipated that this volume will create any 
problem for the basic system. 

We have monitored the development of CLETS and recommended 
continued support in fiscal year 1971~72 in the budgeted amount of 
$3,034,492. We originally recommended that due to the pattern of 
utilization, 60 percent of CLETS funding should come from the Motor 
Vehicle Fund and' 40 percent from the General Fund. Actual system 
usage experience continues to validate this recommendation. 
The' Criminal Justice Information System (CJIS) 

We recommend that (1) the department initiate a grant request for 
$600,000 from ·tlte Federal La,w Enforcement Assistance Administra
tion to assist in the /1,rtherimplementation of CJIS; (2) the depart
ment seek f,;riher f!!nds for' CNS by implementing our recommenda
tion pertaining to fingerprints and by shifting priorities or eliminating 
programs within tlte Division of Law Enforcement; and (3) the fiscal. 
committees and tlte Governor's office give highest priority to granting 
at least $800,000 in· additional' state funds for CJIS for the budget 
year. 

The 1966 Legislature authorized a state criminal justice information 
system study to be funded jointly by the state and federal government 
under the Law Enforcement Assistance Act. This study was conducted 
by .. a private consultant in conjunction with departmental personnel, 
and the final report was submitted on January 6, 1969. 

The study'pointed out the necessity of installing an integrated in
formation system that would serve all criminal justice agencies in the 
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state and provided a design concept centered around the establishment 
of a comprehensive "criminal history record." 

The Governor's Budget for 1969-70 requested $1,546,308 to imple
ment the recommendations of the CJIS study. In our 1969-70 analysis, 
we reviewed the study effort and the extent to which the department's· 
requirements were considered, and concluded that the department was 
not ready at that time to embark on a full-scale implementation of 
the original CJIS design, which included a proposal to begin imme
diate conversion of the information contained in 2.9 million individual 
cdminal history file folders. We therefore recommended the following: 
(1) a more limited approach to the conversion of records, beginning 
with the 700,000 individuals considered to be the highly active criminal 
group, (2) a delay in the creation of personal data records pending a 
thorough study of file activity and the establishment of purging cri
teria, (3) the immediate conversion of the manual file of wanted per
sons to an automated file, (4) immediate steps to upgrade the existing 
Department of Justice computer capability, and (5) a reduction of 
$700,000 in the Governor's Budget to reflect a more realistic approach 
towards project implementation. 

The Department of Justice concurred in ,our recommendations and 
the Legislature deleted $700,000 from its 1969-70 budget. The sup
·plemental Report of the Conference Committee on the 1969 Budget 
Bill recommended that the remaining $846,308 be used to convert exist
ing manual records on a more limited basis beginning with the immedi
ate conversion of the criminal history of the 700,000 individuals identi
fied by the Bureau of Criminal Statistics as the highly active criminal 
group. Further,. the 1969 conference committee directed the depart
ment to prepare an implementation plan including a, cost-benefit anal
ysis of the· program projected over the next five years. 

Progress During Fiscal Year 1970-71 

The 1970 Budget Act appropriated $1,863,087 to continue imple
mentation of the CJIS program. Eighty-nine new positions were, ap
proved at a cost of $636,264. These positions consisted primarily of 
criminal records analysts and key entry operators whose primary func
tion was to begin the massive file conversion of criminal history records. 
The first 10,000 records were converted under a federally funded pro
gram entitled "Project SEARCH." This project has as its principal 
goal the development of standard data elements and codes to produce 
a standard criminal history record (" rap sheet") for possible nation
wide use. 

Other accomplishments during the current fiscal year include the 
installation of a wanted persons file on the CLETS backup computers 
in Sacramento and Los Angeles. When this file became operational in 
December 1970, all law enforcement agencies on the CLETS network 
gained immediate access to the records of 45,000 wanted criminals. 
The Department of Jus~ice continues to operate an outmoded second
generation computer which processes information contained in the fire
arms file, stolen property file and drug control file. 
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CJIS Plans for Fiscal Year"1971-72 

The Department of Justice Supplementary Planning and Budgeting 
Information document for EDP provides a comprehensive picture of 
CJIS for the budget year and the succeeding four years. Program state
ments and plans for the following elements are presented: wanted per
sons, criminal records, firearms, miscellaneous property, statistical re
ports, mpdus operandi, narcotic prescriptions, administratipn and 
charitable trnsts. 

A realistic and economical plan was worked out in cooperation with 
the Office of Managemen~ Services to acquire an urgently needed com
puter resource for CJIS. This plan would require the upgrading of the 
backup CLETS computer in Sacramento and the installation of one 
new third-generation c,omputer to replace the two existing second
generation machines. This last machine would actually have served as 
the CJIS processor. 

This particular approach was responsive to our recommendations 
which were adopted by the Legislature in the Supplemental Report of 
the Committee on Conference (Budget Act of 1970--,Item 138). The 
conference committee recommended that the Department of Justice 
continue its efforts to achieve maximum utilization of the CLETS 
backup computers for internal records processing requirements and for 
the implementation of the criminal justice information system. 

No Funds Budgeted for CJIS Implementation 

There are no funds in the Governor's Budget to support the installa
tion of CJIS in fiscal year 1971-72. Therefore, it will be impossible to 
install the necessary electronic computers or accelerate the conversion 
of criminal history records which are required to create the statewide 
'criminal history data file. 

As indicated in the preceding section, we have reviewed the plans 
of the Department of J usti.ce for the budget year and find them com
prehensive, realistic and in harmony with legislative intent. The Office 
of Management Services has assisted the Department of Justice in re
ducing the funding requirements for CJIS to a figure which is almost 
$2 million less than originally proposed. 

In. our judgment, a minimum amount of $1,400,000 would be re
quired for CJIS implementation in the budget year. The funding 
level would permit installation of the required electronic computers but 
would slow the conversion of the criminal history records. 

We strongly support the CJIS program and believe that every al
ternative should be explored to acquire the $1,400,000 needed addi
tional funding. Failure to move forward with the program at this time 
will seriously impair the excellent progress made to date and reduce 
a service greatly needed by local law enforcement agencies. Finally, 
failure to proceed would encourage county, city, and regional law en
forcement systems to establish duplicate files of wanted persons, crimi
nal histories, and other records which should be maintained centrally. 
This result would be far less effective and considerably more expensive 
to local governments and the state. 
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Given the above, we recommend the following plan which could 
result in a successful resolution of the acute fnnding problem: 

1. The Department of Jnstice shonld initiate immediately a pro· 
posal to the federal government through the California Council on 
Criminal Justice to secure federal funds in the amount of $600,000 for 
implementation of CJIS under the Law Enforcement Assistance Act. 
In our judgment, the innovativeness of the program and the urgency 
of the need should qualify the dpeartment for federal funding at this 
level. 

2. Funding of $800,000 should be allocated as the state's share of 
a joint federal-state project to implement CJIS. 

3. The Attorney General should institute an immediate review of 
the Division of Law Enforcement to ascertain the costs and benefits of 
the various programs and/or units as they relate to service provided 
to law enforcement. As a result of this review, and an assessment of 
priorities, presently available state funds may be obtained for the CJIS 
program by shifting priorities or eliminating low-priority programs. As 
indicated previously, the applicant fingerprint ac.tively, as well as the 
mug photo system, drunk arrest records, modus operandi analysis 
functions, and Bureau of Criminal Statistics programs should be an
alyzed in terms of their productive results. Priorities for these pro
grams should be realigned to reflect the potential value of CJIS with 
a view toward a reallocation of resources to assist in meeting the $800,-
000 state commitment. A report of this review should be submitted to 
the chairmen of the fiscal committees by May 15, 1971. 
Information Development Program Element 

This element, a major unit of the Bureau of Criminal Identification 
and Investigation, analyzes incoming and stored information on crim
inal activities and provides info:rmation to assist law enforcement agen
cies in identifying and apprehending criminals. It analyzes individual 
reports of such crimes as forgery, fraud, theft, burglary, robbery, homi
cide, sex offenses, arson, and failure to provide for minor children in 
an effort to ascertain common patterns of operation as a means of 
assisting local agencies in apprehending or identifying individual per
petrators. This element also maintains and analyzes records on regis
tered firearms, stolen and pawned property, and nonrehabilitated 
criminals including drug and sex offenders. 

Table 4 gives an indication of workload measures for this element. 

Table 4 
Information Development Element Workload Measures 

Actual 
1969-70 

Criminals registered __________ 18,000 
Concealed firearms purchased__ 179,976 
Crime reports _______________ 1.702,110 
Stolen/pawned property reports_ 1,301,473 
Requests for information______ 478,515 
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Estima,ted Estimated 
1970-71 1971-72 

18,950 
214,000 

1.957.426 
1,431,000 

526,400 

19,900 
257,000 

2,250,000 
1,579,000 

579,000 

Percent increase 
over 

current year 
5.0% 

20.1 
14.9 
10.3 
10.0 
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Proposed expenditures for ,this element in the budget year are 
$2,384,056, an increase of $98,336 or 4.3 percent over the current·year, 
figure. ' ' 

Coordinator of the Central Registry 

We recommend, that all positions assigned to the Central Registryl 
Fail,we. to Provide (Aid to Needy Children Unit) be. located within 
t!te Special Services Section of CII, and that the department avoid 
keeping duplicate files on parents wanted for nonsupport of minot· 
children. . 

The Central Registry IFailure to Provide (CR/FTP) or Aid to 
Needy Children (ANC) Unit was established in 1954 by the Attorney 
General. The 1967 Legislature authorized the creation of a central 
registry of parents who have abandoned or deserted their children, and 
placed this registry within the Department of Justice (Welfare and 
Institutions Code, Section 11478.5). The central registry functions as 
the clearinghouse for information requests from district attorneys and 
welfare agencies. At the present time, its services are used by all 
California counties and by comparable agencies in other states. 

Ten employees staff this unit, consisting of one intermediate modus 
operandi analyst who has been designated coordinator of the central 
registry, another Intermediate MO analyst, and eight clerical assistants. 
Until recently, all of these positions were located within the Special 
Services Section of the Bureau of Criminal Identification and Investi
gation (CIl), although the coordinator maintained an office within the 
Division of Criminal Law. On October 1, 1970, for reasons unknown 
to us. the coordinator and three staff members were removed from cn 
and reassigned to the Attorney General's Office, Division of Criminal 
Law. 

In effect, the unit has been split into two parts. One intermediate 
modus operandi analyst and five clerical positions utilize the records 
and fingerprint files of the Bureau of Criminal Identification and 
Investigation in an effort to locate persons wanted for failure to pro
vide for their children, while the coordinator and three clerks are in 
the process of setting up duplicate files within the Attorney General's 
Office (Division of Criminal Law). 

A departmental management report dated May, 1970, states: 
"There is still no justification ... for separating the central registry 
function from the locator service provided by CII. Such separatiou 
would result in a significantly more expensive total operation, cum
bersome and inefficient working procedures, and, ultimately, delayed 
and degraded service to the users of the registry. We recommend 
against such separation." 

All positions assigned to this function should be located within the 
Special Services Section of cn, where they will be adjacent to the 
department's voluminous fingerprint and record files, and the depart
ment should avoid the establishment of duplicate files on parents wanted 

,for nonsupport. 
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Investigation Program Element 

This element, which is also administered by the Bureau of Criminal 
Identification, aids in the solution of major crimes and prosecution of 
offenders by furnishing investigative assistance, including laboratory 
and photographic services, to local law enforcement agencies. It con
ducts laboratory examinations of bloodstains, firearms, handwriting, 
inks, papers and latent fingerprints as well'as microanalysis of materials 
such as paint, hair, fibers, glass and soil. 

Investigations, including intelligence activities "relating to dissident 
and militant groups, are also undertaken as directed by the Attorney 
General or when requested by the Governor, Legislature, or other 
state agencies. Investigators assigned to the Organized Crime Unit 
currently work in conjunction with this element under CIl direction. 
An expenditure of $1,093,589 is proposed for this element in the budget 
year, which is an increase of $45,112 or 4.3 percent over the current
year leveL 

Narcotic Enforcement Program Element 

This element, which is administered by the Bureau of Narcotic En
forcement, is responsible for the enforcement of Divisions 10 and 10.5 
of the Health and Safety Code relating to the use or abuse of narcotics 
and dangerous drugs. The bureau is the only enforcement agenc~r in 
the state having direct responsibility by law for the control of drug 
violations among physicians, dentists, chiropodists, veterinarians, nurses, 
hospitals, and pharmacists who fire licensed to possess, prescribe, dis
pense and administer narcotics. The bureau also conducts an enforce
ment program to combat the illegal trafficking, sale and use of narcotics 
and dangerous drugs, and it cooperates with federal, local and foreign 
agencies which have responsibilities in this area of law enforcement. 
Major emphasis at the state level is placed on ascertaining sources and 
arresting suppliers of illicit narcotics and dangerous drugs, rather 
than on apprehending and arresting users. In addition to its Sacra
mento headquarters, the bureau maintains field offices in San Francisco, 
Los Angeles, Fresno, San Diego and Santa Ana. 

Table 5 
Statewide Arrest Statistics, Bureau of Narcotic Enforcement 

and Local Agencies 
Aotual Estimated 

netail 1968 1969 1970 1971 1972 . 
Marijuana arrests 

Adult --------------- 33,573 
Juvenile _____________ 16,754 

Opiates 
Adults -------------- 10,411 
Juvenile _____________ 838 

Dangerous drugs 
Adults -------------- 13,459 
Juvenile _____________ 8,240 

All other drug violations 
Adults -------------- 7,196 
Juvenile _____________ 4,115 

38,170 54,100 
17,006 22,800 

11,164 14,400 
943 900 

27,777 30.900 
13,503 13,300 

9,018 11,100 
5,302 6,000 
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69,000 
27,500 

16,500 
1,000 

37,300 
15,000 

15,200 
6,500 

88,400 
32,200 

20,400 
1,100 

42,500 
16,700 

18,700 
7,500 
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Projections by the Bureau of Criminal Statistics indicate that nar
cotic arrests in the calendar years 1971 and 1972 will continue to 
increase in all categories. Table 5 shows the act.ual and estimated 
number of arrests by calendar year. The level of arrests is influenced 
by the enforcement policies of .local gove1'llments and the number of 
personnel assigned to th.is work ~t both the state and local levels. 

For the budget year, the bureau requests a support appropriation of 
$3,442,838, which is an increase of $25,455 or 0.7 percent over estimated 
expenditures in the current year. 
Criminal Statistics Program Element 

We recommend that the Bttreau of Criminal Statistics (1) tttilize 
crime data which it collects to interpret and predict trends and causes 
of criminal behavior, (2) that it provide more comprehensive statistical 
information on the personal and social characteristics of criminals and 
delinquents, and (3) that it complete its annttal reports no later than 
May 15 of each subsequent year. . 

The objective of this element, which is administered by the Bureau 
of Criminal Statistics, is to describe the changing aspects of crime and 
delinquency in California and the effectiveness of law enforcement, 
judicial, and correctional institutions in dealing with criminals and 
delinquents. It collects basic data from the city, county, and state agen
cies having jurisdiction over the area...;; where crimes occur and submits 
annual reports to the Governor, the Legislature, justice agency ad
ministrators. the judiciary and other agencies concerned with crime 
and delinquency. 

Proposed expenditures for this element amount to $927,223, a de
crease of $173,687 or 15.8 percent from the current year. The budget 
document indicates that the number of authorized positions will be 
reduced from 103.4 to 81.9 man-years, a decrease' of 21.4 man-years. 
This decrease reflects the completion of a federal grant, Project 
SEARCH, which utilized nine man-years of bureau support, and the 
termination of reimbursed contract services with the Assembly Office 
of Research, the Council of Criminal Justice, and the Department of 
Youth Authority, which utilized a total of 12 man-years of bureau 
support iu the current year. 

We believe that the bureau can best assist in improving the effective-. 
ness of criminal justice in California by increasing its effort to provide 
interpretive and predictive analysis of criminal data, as compared to 
mere compilation of statistics. Close association on a daily basis with 
criminal data submitted by all law enforcement agencies in the state 
places BCS in a position to g'ain insig'hts not available to other agencies. 

The bureau should give greater emphasis in its reports to the per
sonal and social characteristics of criminals and delinquents. Since BCS 
gains most of its data from other agencies of government, primarily 
local police and sheriffs' departments, most of the information it receives 
pertains to the number and types of offenses known to such agencies 
and their actions in dealing with criminals and delinquents, rather than 
.to the personal characteristics of delinquents. Local agency crime re-
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p~rts, which are made on forms provided by the bureau, include vir
tually no information 011 the personal or social characteristics of offend
ers, such as age,' education, employment or race. Greater attention 
should be given to such characteristics because it would appear to be 
more important to understand the nature of the criminal and the factors 
that motivate his behavior than simply to describe the types of crimes 
committed. 

The bureau should complete its annual report on crime and delin
quency in California, as well as other annual reports,_ no later than May 
15 of each subsequent year. The current law requires the bureau to 
submit to the Governor annually by July 1 a printed report contain
ing criminal statistics for the preceding calendar year. In recent years, 
hOwever, public release of the bureau's major report has come as late 
as December. These reports contain considerable information on, and 
analysis of, the California crime scene, but their value can be enhanced 
by greater timeliness. 
Organized Crime Element 

We recommend that the Organized Crime Unit report to the Legis
lature no later than July 1, 1971, on the specific types of organized 
crime which it seeks to suppress, the way in which its organization 
and positions relate to supp'-essing those types of organized crime, and 
its accomplishments as of that date. 

This element seeks to suppress orgauized crime in California by 
(1) gathering, analyzing and storing intelligence pertaining to orga
nized crime; (2) providing this intelligence to local, state, and federal 
enforcement agencies; (3) providing training and instruction to assist 
local and state law enforcement personnel in recognizing and combating 
organized crime; (4) providing a research pool of specialized equip
ment and personnel to help local and state agencies combat organized 
crime; (5) conducting continuing analysis and research of organized 
crime activities in legitimate as well as illegitimate businesses in order 
to predict probable future activities; and (6) investigating selected 
organized crime activities and individuals and participating as reqnired 
in prosecution of the individuals involved. 

This program element is administered by the Organized Crime Unit, 
which consists of 32 positions and is funded in substantial part by 
federal grants. The current-year budget of $959,396 consists of a 
General Fund appropriation of $500,536, a federal grant of $208,860 
from the California Council on Criminal J ustiee, and a second federal 
grant of $250,000 made directly by the Federal Law Enforcement 
Assistance Agency. This second grant is being used to establish a 
research pool of specialized equipment and personnel. The unit's 30 
positions, in addition to the director and his secretary, are divided 
among four programs: operations and training (5 positions); intelli
gence (9 positions) ; long-range intelligence research (1 position) ; and 
investigation (15 positions). The 15 positions assigned to the investiga
tion program are special agents who work nnder the' direction of cn 
supervising agents in the following cities: San Francisco (6 organized 

90 



Item 41 Justice 

crime agents), Los Angeles (5 agents), San Diego (3 agents)" and 
Sacramento (1 agent), 

The unit has, been awarded a federal grant award of $612,604 for 
the budget year and is requesting an additional $500,207 in General 
Fund money for a total proposed budget of $1,112,811. which is 
$153.415 or 16 percent higher than estimated current-year expenditures. 

We note, however, that a majority of the 32 positions assigned to the 
Organized Crime Unit under its current organization are concerned 
only partially or incidentally with detecting and suppressing organized 
crime activities, The 15 special agents in the investigation component 
function largely as general crime investigators under CII direction, 
while most of the nine agent positions in the intelligence component 
tend to focus their attention on such law enforcement concerns as 
dissident and militant groups, motorcycle gangs, bombings of public 
buildings, and instigation of campus uprisings, While problem areas 
such as these need to be monitored, they do not constitute "organized 
crime" in the usual sense of that term, and they thus do not represent 
the kind of criminal activity which the Organized Crime Unit was 
established to combat and upon which its justification as a separate 
entity has been based. Therefore, we recommend that the Organized 
Crime Unit report to the Legislatnre by July 1, 1971, on the specific 
types of organized crime which it seeks to suppress and its accomplish
ments in doing so as of that date. 

COMMISSION ON PEACE OFFICERS STANDARDS AND TRAINING 

Item 41 from the Peace Officers' 
, Training Fund Vol. I p. 90 Budget p. 30 

Requested 1971-72 __________________________________ _ 
Estimated 1970--71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase $70,474 (14.8 percent) 
Total recommended augmentation _____________________ _ 

$547,437 
476,963 
455,659 

$124,993 

:Analvsis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

.1, We recommend legislation to provide that any balance in 92 
the Peace Officers' Training Fund exceeding $1 million as of 
June 30 of each fiscal year be transferred to the General Fund, 
th"s providing additional General Fund revenue of approxi
mately $9,645,000 in the burlget year and approximately $1.5 
million to $1.8 million in succeeding fiscal years at present levels 
of expendit"re from the Peace Officers' Training F"nd. 

2. We recommend the addition of seven consultants and three 93 
clerical positions to the commission's staff. 
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GENERAL PROGRAM STATEMENT 

Item 41 

,The Commission on Peace Officers' Standards and Training, a nine
member body appointed by the Governor, is responsible for establishing 
minimum standards of physical, mental and moral fitness for the re
cruitment and training of city and county peace officers. These stand
ards apply' to those jurisdictions that receive state aid for peace officer 
training pursuant to the provisions of Chapter 1823, Statutes of 1959. 
Jurisdictions participating in this program are reimbursed. by the com
mission from the Peace Officers' Training Fund for the costs 'of the 
training. Such reimbursements, consisting of 50 percent of salary plus 
living costs, may be made for not more than 400 hours of training for 
the basic course, 100 hours for supervisory courses, and 120 hours for 
middle management and executive development courses, Additional 
courses, including a 40-hour advanced officer course and an 8-hour 
course in the handling of tear gas, are also reimbursed. 

ANALYSIS AND RECOMMENDATIONS 

The $547,437 requested for commission operations in the budget year 
is $70,474 or 14.8 percent above estimated state expenditures in the 
current fiscal year. The increase reflects the addition of three con
sultants and one clerical position which were established administra
tively in the current year to handle added workload. However, federal 
funds totaling $173,369 in the current year for a Traffic Program 
Management Institute and a Community Relations Training Program 
may not be forthcoming in the budget year, reducing total commission 
expenditures proportionately. 

Transfer Excess Revenue to General Fund 

Revenues accruing to the Peace Officers' Training Fund are derived 
from a penalty assessment of $5 for every $20 of criminal fines and 
$1 of every $20 of traffic fines collected by local governments. As of 
July 1, 1970, the fund had an accumulated surplus of $7,222.000. The 
fund's income from penalties on fines during the current year is esti
inated at $7,380,000, while reimbursements to local agencies and com
mission operating expenses are estimated at $5,168,770 and $476,963, 
respectively, resulting in a total projected surplus of $8,957,000 by 
June 30, 1971. By the end of the budget year (June 30, 1972), the 
fund will have an estimated surplus of $10,770,000, based on proposed 
disbursements of $5,200,000 to cities and counties and $547,437 in 
administrative costs. 

We recommend legislation to provide that amy balance in the f,.nd ex
ceeding $1 million lUI of June 30 of each jisca.! year be transferred to the 
Genera.! Fund. This will provide additional General Fund revenue of ap
proximately $9,645,000 in the budget year and approximately $1.5 million 
to $1.8 million annually in succeeding years, depending on the amount 
of income from fines, and commission reimbursements to local agencies 
,for POST training. 

This added General Fund revenue would partially offset substantial 
state subventions to local governments for justice, law enforcement, 
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and correctional activities. General Fund expenditures for such ac: 
tivities in the current year exceed $30,000,000, including $9,534,000 
for payment of the salaries of superior court judges; a $2,100,000 con
tribution to the Judges' Retirement Fund (in addition to revenue de
rived from a filing fee in civil court actions) ; $775,000 in assistance 
to county public defenders' offices; $127,000 for county delinquency 
prevention commissions; $3,316,000 in reimbursements to counties for 
maintenance of juvcnile homes and camps; and $14,750,000 in assist
ance to counties for probation supervision programs. Surplus revenues 
in the Peace Officers' Training Fund in excess of amounts needed for 
foreseeable needs may logically be used to offset some General Fund 
expenditures in these criminal justice areas. 
Program Requirements Justify New Positions 

We recommend that seven consultant and three clerical positions be 
added as follows to the commission's staff to a.ugment three existing pro
grams: (1) administrative counseling services to .local agencies request
ing such assistance (4 consultants and 2 clerical); (2) continuingre
view of poUce science courses at local colleges and police academies for 
which POST reimb"rsement is made (2 cons"ltants and 1 clerical); and 
(3) contin"inginspection of local law enforcement agencies tl> insure 
that the minimum selection standards established by the commission 
are being met (1 consultant). The cost of these positions is as follows: 

7 consultants @ $13,536 _____________________________ $94,752 
3 clerk-typists II @ $5,484 __________________________ 16,452 
Staff benefits @ 12.4 percent _________________________ , 13,789 

$124,993 

Additional consultants are needed to improve the effectiveness of the 
_above-mentioned programs. The commission '8 administrative counseling 
service makes administrative organization studies of local agencies to 
secure more effective utilization of police personnel. Examples of or
ganizational and management problems which are studied include allo
cation of personnel to various assignments and shifts; utilization of of
fice space and departmental equipment; establishment of manuals of 
rules and regulations; organization of records and filing systems; 
prison booking procedures; and preparation of crime reports, arrest re
ports, traffic accident reports, and other types of records. 

Currently, the commission has a backlog of 38 requests by local agen. 
cies to identify and review administrative problems and mak~ recom
mendations for their solution. The commission estimates that 175 agen
cies will request surveys within the next five years if adequate staffing 
is available. At the staffing level proposed for the budget year,approxi
mately only 21 of these surveys can be made, using a ratio of three sur
veys per consultant per year. 

The four consultants which we recommend for this program will per-
mit 12 additional surveys to be completed annually. . 

Adequate review of police education and training courses at the 150 
educational institutions conducting such courses requires that two ad
ditional consultants be added to assist the three currently engaged in 
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this program. These consultants monitor the quality of course teaching 
and content; suggest and help implement improved instructional tech
niques (for example, video-tape playbacks of classroom confrontation 
scenes, so that officers may watch themselves reacting to varied situa
tions); and upgrade the level of teaching by observing experimental 
techniques and methods which, if successful, can be tried elsewhere (for 
example, programmed instruction in criminal law). Additional duties 
include the development of new courses, particularly in advanced and 
specialized fields, so that the amount of training available to law en
forcement personnel in the state continues to increase. 

Inspections to insure that local agencies which receive POST re
imbursement for training expenses continue to meet minimum selection 
and personnel standards must be made among t.he 400 local jurisdic
tions receiving funds. Currently, only one cOllsultant is assigned for 
these investigations. At the rate of 10 investigations per month, he is 
able to cover approximately 120 jurisdictions per year. We recommend 
that an additional consultant be added to this program. While con
ducting investigations, the consultants also inform local departments 
of new training programs and new ideas in recruitment and retention 
techniques, etc., and gain firsthand information on local law enforce
ment problems which may benefit other commission programs. 

ASSISTANCE TO CITIES AND COUNTIES FOR PEACE OFFICERS 
STANDARDS AND TRAINING 

Item 42 from the Peace Officers 
Training Fund Vol. I p. 90 Budget p. 30 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 
. Requested increase $31,230 (0.6 percent) 
Total recommended reduction ________________________ _ 

GENERAL PROGRAM STATEMENT 

$5,200,000 
5,168,770 
4,155,659 

. None 

This item provides assistance to cities and counties that qualify for 
state aid for peace officer training pursuant to the provisions of Chap
ter 1823, Statutes of 1959. Each jurisdiction participating in the pro
gram is reimbursed from .the Peace Officers Training Fund for up to 
50 percent of the salaries and expenses of officers who are selected to 
participate in training programs. The Commission on Peace OfficerS 
Standards and Training approves the training programs and admin
isters the reimbursements. Pursuant to Chapter 1640, Statutes of 1967, 
the commission also has responsibility for providing counseling services 
to local police agencies for the purpose of improving their administra
tive and operating procedures. The commission is supported by a sep
arate appropriation from this fund (Budget Item 41). 
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Revennes accruing to the Peace Officers Training Fund are derived 
from a penalty assessmenfo,f. $5'.,for' every $20 of,· criminal fines and $1 
for every $20 of traffic fines. Revenues for the current year are esti" 
mated at $7,380,000. 
ANALYSIS AND .RECOMMENDATIONS 

We recommend approval. 
The sum of $5,200,000 is requested for the budget year from the 

Peace Officers Training Fund for allocation to local government. This 
is an increase of $31,230 or 0.6 percent above estimated local assistance 
expenditures of $5,168,770 for the current year. For fiscal year 1971-72, 
estimated revenues of $7,560,000 will exceed estimated expenditures by 
$1,812,563, producing a total projected surplus in the fund of $10,-
769,483 on June 30, 1972. 

CALIFORNIA COUNCIL ON CRIMINAL JUSTICE 

Item 43 from the General Fund Vol. I p. 98 Budget p. 31 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase $60,300 (77.3 percent) 
Total recommended reduction ________________________ _ 

GENERAL PROGRAM STATEMENT 

$138,286 
77,986 
75,002 

None 

The 29-member California Council on Criminal Justice was created 
by Chapter 1661, Statutes of 1967. Its objectives are (1) to develop 
plans for the prevention, detection, and control of crime; (2) to en
courage coordination, planning, and research by law enforcement and 
criminal justice agencies throughout the state; (3) to disseminate in
formation on proposed, existing and completed projects in the criminal 
justice field; (4) to advise the Governor, Legislature, and state law 
enforcement agencies on criminal justice matters; and (5) to imple
ment federal anticrime programs, specifically, the Omnibus Crime Con
trol and Safe Streets Act of 1968 and the Juvenile Delinquency Pre
vention and Control Act of 1968. Council membership consists of the 
Attorney General, 16 members appointed by the Governor, and 12 
persons appointed by the Legislature. . 

In early 1969, the Governor designated the council as the state plan
ning and coordinating agency responsible for implementing the federal 
Omnibus Crime Control and Safe Streets Act of 1968 and the Juvenile 
Delinquency Prrvention and Control Act of 1968. The role of the coun
cil, as the state's planning agency, is to develop and implement a state
wide comprehensive plan to improve existing law enforcement and 
crime control programs. To promote this objective, the council awards 
federal" action grant" money to··state and local agencies which submit 
acceptable proposals for projects intended to improve various aspects 
of the criminal justice system. Approximately $2.3 million in federal 
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funds was awarded for action grant projects in fiscal year 1968-69, the 
first year of the grant program; in 1969-70, $17 million in federal 
funds was made available, of which $6.5 million has been aJlocated to 
date; $33 million in additional funds has been received for the current 
year, and $66 million in federal funds is anticipated for the budget 
year. Federal grant awards have a three-year life, so that funds which 
are not spent in the fiscal year for which they are made may be spent 
during either of the two succeeding fiscal years. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The requested General Fund appropriation of $138,286 represents an 

increase of $60,300 or 77.3 percent over estimated General Fund ex
penditures in the current year. This sum will be used to match federal 
funds totaling $1,842,949, thus giving the council a total sup
port budget of $1,981,235 for the following three programs: (1) Crim
inal Justice Comprehensive PI'I!'ning, which is largely concerned with 
developing and revising a comprehensive state plan to reduce crime by 
improving the performance of the crimial justice system; (2) Criminal 
Justice Program Implementation, which implements and administers 
the federal action grant award program; and (3) Support Services 
and Administration, which reviews grant proposals, provides fiscal and 
accounting services, and conducts field audits of projects. 
New Positions 

As shown in Table 1 by program area, the council is requesting new 
positions. totaling 44.5 man-years. Most of these positions are being es
tablished administratively in the current year to handle increasing 
workload, and their costs will be paid primarily by federal funds. The 
staffing figures used in Table'l and elsewhere in this analysis differ in 
some respects from those contained in the budget document, but we are 
advised by both the council and the Department of Finance that they 
represent corrections of manpower allocations as stated in the budget. 
Criminal Justice Comprehensive Planning Program 

The 12.1 'positions proposed for this function, together with the 5.9 
positions presently authorized, will be assigned as follows: 

Preparation, development -and revision of a state comprehensive plan 10.0 
Long-range planning and strategy developmenL _____ :-_____________ 2.0 
Juvenile delinquency prevention and control planning____________ 1.3 
Planning related to other federal programs ____________________ ...;_ 0.5-
Development, assistance, and review of local and 

regional planning competence ________________________________ 4.2 

18.0 
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T~bl. 1 

Proposed Additional Staff Man- Years 
Council on Criminal Justice 

Position 
Deputy director ____________ _ 
Asst. exec. officer (3) __ .. ____ _ 
Crim. justice specialist III (2) 
C .. J. specialist II (11) _____ _ 
C .. J. specialist I (4) _______ _ 
Sl1pvng state financial exam I 
State financial exam. III ____ _ 
State financial exam. II (2) __ 
Training officer _____________ _ 
Administrative trainee _______ _ 
Senior steno (4) ___________ _ 
Steno II (6) _______________ _ 
Sr. clerk ___________________ _ 
Stock clerk _________________ _ 
Clerk II ___________________ _ 
Accounting technician _______ _ 
Account clerk II ____________ _ 
Clerical trainee _____________ _ 
Temporary help (1.2) _______ _ 
Overtime (0.3) _____________ _ 

Total proposed positions _____ _ 
Existing positions ___________ _ 

Total ___________________ _ 

C1·hninul 
justice 

plmming 
0.4 
1 
1 
6 

1.2 
2 

0.4 
0.1 

12.1 
5.9 

18.0 

Program area 
O. J. pl'ogrum Administration 

im-plemen- and support 
tation sen'ice8 

0.4 
1 
1 
5 
4 

1 
1 
1.4 
2 

0.4 
0.1 

17.3 
19.7 

37.0 

0.2 
1 

1 
1 
2 

1.4 
2 
1 
1 
1 
1 
1 
1 
0.4 
0.1 

15.1 
8.9 

24.0 

Justice 

Salary 
cost 

$19,044 
51,630 
30,936 

132,830 
44,640 
13,818 
15,276 
19.658 
12,836 
8,418 

27,408 
33,197 

6,604 
7,728 
5,553 
6,576 
5,760 
4,524 

12,000 
3,000 

( 44.5) 
(34.5) 

(79.0) 

A comprehensive state plan for the improvement of the criminal 
justice system in California must be submitted to, and approved by, 
the federal Law Enforcement Assistance Administration \each year in 
order for the council to receive federal action grant money for alloca
tion to local and state projects. This plan, after defining "needs, prob· 
lems and priorities" and "existing law enforcement systems and avail~ 
able resources, ,t outlines a detailed" multi-year plan" and an "annual 
action program" in each of the nine task force areas into which the 
council is organized. 

The long-range planning element within this program seeks to iden
tify root causes of delinquent behavior and determine which criminal 
justice programs will be most effective in averting future trends in 
criminality. The juvenile delinquency prevention and control element 
submits an annual plan to the Youth Development and Delinquency 
Prevention Administration (YDDPA) within the U.S. Department of 
Health, Education, and Welfare which permits the state to qualify 
for block grants under that ·program. 

The last program element-development, assistance and review of 
regional and local planning competence-assists 16 state regional plan
ning agencies in developing acceptable regional programs for identify
ing and resolving problems in the implementation of criminal justice, 
giving particular attention to unique local problems and character
istics. 
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California Council on Criminal Justice-Continued 
Criminal Justice Program Implementation 

The 17.3 positions proposed for the criminal justice program imple
mentation will be used primarily to improve staff support for the 
following nine task forces into which the council members are or
ganized: police services, judicial process, corrections, juvenile de
linquency, organized crime, riots and disorders, education and train~ 
ing, science and technology, and narcotics, drug and alcohol abuse. 
Staff responsibilities consist of reviewing project proposals submitted 
by state and local agencies, developing recommendations to the council 
for funding, and monitoring the progress of projects which have been 
funded to ascertain compliance with the terms and objectives of the 
grant proposal. Table 2 shows the major workload elements of this 
program. 

Table 2 
Selected Workload Data, Criminal Justice Program Implementation 

Actual Estimated Esiima.ted 
Detail 1969-70 1970-71 1971-72 

224 300 400 
55 179 253 
72 86 102 

311 400 500 

Pr~posals re\'iewed _________________ _ 
Funded projects monitored __________ _ 
Discretionary grants re,~ie'.ved _______ _ 
Letters of intent reviewed ___________ _ 
~an-years ______ ~ __________________ _ 19.7 25.3 37 

Support Services and Administration Program 

This program consists of the council's executive and central business 
services staff plus the following functional elements: fiscal and ac
counting, proposal review and audit, and contract s'ervices. The fiscal 
and accounting element maintains financial records on the council's 
overall operations, examines the propriety of invoices and requests for 
advance payments of grant funds, and prepares required financial re
ports for the state and federal governments. The proposal review and 
audit element is responsible for assisting grant applicants in formulat
ing the fiscal aspects of their proposals, examining incoming grant 
proposals for fiscal accuracy, and conducting field audits of active 
grants. 

The 24 positions proposed for this program (15.1 proposed and 8.9 
existing) will consist of four positions for executive functions, 11 posi
t.ions in fiscal and accounting services, four positions for reviewing, 
monitoring and auditing, and five positions for clerical and personnel 
functions. 
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Table 3 shows selected workload and cost data for this program. 
Table 3 

Selected Workload and Cost Data 
Support Se~vices and .Adm,inistration f)rogram 

.Actual Estimated 
Detail 196fJ-70 /970-71 

Invoices processed ___________________ _ 2,200 5,680 
Proposals reviewed __________________ _ 224 300 
Proposals funded ____________________ _ 55 260 
Field audits ________________ ....; _______ _ 155 
}i~edel'al action funds available (millions) $17.3 $33-43 
Grants awarded (millions) __________ _ $4.45 $15.15 
Program cost _______________________ _ , $325,358 
Man-years __________________________ _ 16.3 

1 Costs for 1969-70 were not distributed on & pmgram basis. 

ERtimated 
197/-72 

7,120 
400 
350 
320 
$66 
$33 

$556,339 
24 

Federal funds available for council allocation have increased from 
$2.3 million in 1968-69 to a budget-year level estimated at $66 million. 
An additional $100 million in federal fnnds for action grant projects 
is anticipated for fiscal year 1972-73. Because the funds appropriated 
by the federal government for allocation by the council are available 
for three years and not all funds are alloeatcd in the year in which 
they are received, total funds available for allocation each year are 
increasing faster than actual allocations. Table 4 shows federal funds 
available for council allocation, and actual and projected allocations. 

Table 4 

CCCJ .Allocation of Federal Funds Available for 
Action Grant Projects 

1968-69 (actual) ___ _ 
1969:... 70 (actual) ___ _ 
1970-71 (est.) 

1971-72 (est.) 

Total federal fund8 
appropriated for 
council allocation 

Yearly Cumulative 
$2,300,000 $2.300,000 
17,300,000 19,600,000 
33,000,000 52,600,000 

to to 
43,000,000 62,600,000 
66,000,000 118,600,000 

to 

1972-73 (est.) ______ 100,000,000 
128.000,000 
218,600,000 

to 
228,600,000 

Total council 
allocations 

Yearly Cumulative 
$415.000 $415,000 
4,039,000 4,454,000 

15,146,000 19,600,000 

33,000,000 52,600,000 

.1 1 

Functions of the California Crime Technological Research Foundation 
(CCTRF) Transferred to the Council on Criminal Justice (CCCJ) 

The California Crime Technological Research Foundation (CCTRF) 
was established by Chapter 1661, Statutes of 1967, simultaneously with 
the creation of the Conncil on Criminal Justice. Where the council 
was given broad powers to develop plans for the prevention, detection, 
and control of crime and the implementation of federal anticrime pro
grams, the foundation received the more limited function of fostering 
and encouraging scientific and technological research on crime in Cali. 
fornia. 
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Assistance to Counties for Public Defenders-Continued 

In practice, however, the foundation functions as a scientific advisory 
arm to the Council on Criminal Justice. It reviews all grant proposals 
submitted to the council wbich involve significant applications of sci
ence or technology. The foundation is composed of 15 members with a 
staff of four positions and is supported by a General Fund appropri
ation of $75,000 for the current year. 

Under existing law, the foundation will terminate its activities as 
an independent agency on the 61st day after adjournment of the 1971 
Regular Session of the Legislature. Its staff of four positions could 
be transferred to the council as part of its proposed staff of 79 positions. 
Since the functions of the foundation and the council are closely re
lated, we believe that such a merger would result in a more unified, 
effective approach to criminal justice problems. 

ASSISTANCE TO COUNTIES FOR PUBLIC DEFENDERS 

Item 44 from the General Fund Vol. I p. 113 Budget p. 333 

Requested 1971-72 _________________________________ ~ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Req uested increase-None 
Total recommended reduction ________________________ _ 

GENERAL PROGRAM STATEMENT 

$775,000 
775,000 
775,000 

None 

This item reimburses counties for a portion of their expenditures 
in providing legal assistance to indigents who are charged with viola
tions of state criminal law in superior, municipal or justice courts or 
involuntarily detained under the Lanterman-Petris-Short Act. The 
reimbursement, authorized by Section 987.6 of the Penal Code, may not 
exceed 10 percent of the counties' expenditures for such purposes. 
The program was established in 1965. 

ANALYSIS AND RECOMMENDATION 

We recommend approval. 
The $775,000 requested for 1971-72 is identical to the amounts au

thorized for the past three fiscal years. For the current year, the ap
propriation represents only 3.2 percent of the amount budgeted by 
the counties for this purpose. Assuming that county expenditures in 
this category will continue to increase, the amount requested for 1971- i 

72 will represent less than 3 percent of county expenditures for that I 

period. As reflected in Table 1, the state has never contributed the '1 
10 percent maximum permitted. 1 
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Table 1 
State Assistance to Counties for Public Defenders 

Fiscal 
year 
1965-66 ______________ _ 
1966-67 ______________ _ 
1967-68 c _____________ _ 

1968-69 ______________ _ 
1969-70' _____________ _ 
1970-71' _____________ _ 

1 Amounts budgeted. 

Oounty State 
expenditures contribution 

$6,677,114 $500,000 
8,250,915 600,000 

l(i,042,638 600.000 
14,422,835 775,000 
19,733,000 775,000 

. 23,978,000 775,000 

Perce.nt of 
county e:t'pellditure 

7.5 
7.3 
6.0 
5.4 
3.9 
3.2 

Payments to the counties are made quarterly, in. arrears, on the 
basis of .10 perceut of actual expenditures. If there is insufficient 
money to pay the full 10 percent for a particular quarter, the re
maining funds are prorated among all claims filed for that quarter. 

Claims filed for the first· quarter of 1970-71 represent county ex
penditures of $5,303,482 and a state reimbursement of $530,348. Thus, 
with less than $245,000 of the current-year appropriation remaining, 
funds for this progTam undoubtedly will be exhausted in the second 
quarter. 

The courts have ruled that legal counsel must be provided for in
digents in criminal cases. The financial burden of providing such 
assistance rests on the governmental body which supports the par
ticular court. At the appellate and Supreme Court levels, this is a 
state responsibility and, as indicated in OUr analysis of Item __ , the 
sum of $532,529 is proposed for this purpose in the budget year. 

TORT LIABILITY CLAIMS 

Item 45 from .the General Fund Vol. I p. 114 Budget p. 33 

Requested 1971-72 ________ ~ _________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

$1,000,000 
1,799,199 

837,244 
Requested decrease $799,199 (44.4 percent) 

Total recommended reduction ________________________ _ None 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS JinalY8;' Page 
1. On the basis of the budget-year estimate of state costs of 103 

settling lawsuits and judgments, the amount budgeted for 
this item, after deduction of administrative costs and insur
ance premiums, appears insufficient to cover tort liability 
claims against the state. Similarly, on the basis of recent 
claims experience and projections developed by the Attorney 
General's office, the estimate of expenditures in the cur
rent year appears to be overstated. 
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Tort Liability Claims-Continued 
GENERAL PROGRAM STATEMENT 

Item 45 

Chapter 1681, Statutes of 1963, defined the liability of public en
tities and public employees for tortious acts. For the first year after 
this act, the state protected itself by purchasing total risk insurance 
from a carrier for a premium of approximately $1 million. As the result 
of a study, the state, between 1964 and 1969, assumed liability for in

. dividual claims under $1 million and purchased risk insurance at an 
average cost of approximately $150,000 annually for the payment of 
individual claims ranging between $1 million and $50 million. In 1970, 
the state negotiated a three-year insurance policy which covers all 
claims between $2 million and $50 million at a cost of $198,000 annually. 

This item provides for the administration of the tort liability pro
gram and for the payment of claims against all General Fund agencies 
except the University of California and a small number of agencies 
with unique liability problems which are covered by insurance. The 
Department of Public Works investigates and litigates its own claims. 
This program applies to all other types of claims,except automobile and 
aircraft (which ~re covered by other insurance), and inverse condem
nation. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
Under a procedure prescribed by Section 945 of the Government 

Code, all tort claims are filed with the Board of Control. The board's 
staff forwards the claims to the Attorney General's office (or, in the 
case of public works claims, to the Department of Public Works) for 
investigation. Claims may be settled by the board on the recommenda
tion of the Attorney General or Public Works Board, but if the Board 
of Control denies the claim the plaintiff may then file suit. This ap
propriation item is concerned only with claims handled by the At
torney General. 

With the approval of the Board of Control, the Attorney General 
may settle administratively claims not exceeding $4,000 for General 
Fund agencies or $1,000 for special fund agencies. After litigation has 
begun, bnt before a judgment is rendered, the Attorney General may 
also settle claims above these limits with the concurrence of the De
partment of Finance and the agency involved. Special Fund agencies 
reimburse the General Fnnd for payments made on their behalf. 

Staffing and Workload 

The Department of Jnstice has assigned to this function a staff of 
25, consisting of 8 attorneys, 7 investigators, 1 claiins supervisor and 
9 clerical positions. This is an increase of three attorneys and two 
clerical positions from the authorized current-year level, and reflects 
an administrative shift of personnel from the condemnation law sec
tion made during the last year to handle tort claims against the state 
involving substantial sums of money. The workload is reflected in 
Table 1. 
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Table 1 
Department. of Justice Tort Section WO,rkload 1 

,';, ~ ' ... ' .', ,". 
Estima.ted 

1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 
Number of tort incidents 

reports _________________ 2,426 2,578 2,523 2,376 2,672 3,500 
Number of claims received 

by Board of Control 91)4 453 387 906 472 550 
Number of claims paid by 

Board of Control --.------ 44 41 45 71 70 125 
Total amount paid by Board 

of Control ______________ $47,376 $35,246 $34,245 $45,467 $15,722 $10,000 
Lawsuits filed ------------ 40 173 166 172 150 150 
Amount paid on lawsuits, settlements 

and judgments ---------- ____ $1,024,000 $509,276 $500,000 
I Excludes inverse condemnation proceedings and admlnistraUI'e and Insurance vremium costs. 

The $1,000,000 appropriation request covers not only an amount for 
payment of claims, but also includes the administrative costs of the 
Department of Justic ($415,500), the Board of Control ($12,500), and 
the cost of the insurance premium ($198,000) for the budget year. 
These administrative and insurance premium costs total $626,000, 
leaving $374,000 of the appropriation request for payment of claims. 
The Attorney General's office estimates that claim payments will total 
$750,000 in the budget year, including one settlement which may 
represent a substantial portion of that amount. On the basis of these 
estimated claim costs, the amount budgeted appears inadequate by 
approximately $376,000 to cover all settlements. 

We also note that the $1,799,199 estimate of expenditures in the 
current year appears to be .overstated by approximately $759,000 based 
on projected settlements and judgments totaling $509,000 as shown 
in Table 1 plus current-year administrative and insurance premium 
costs which are now estimated at $531,496 rather than the $575,293 
shown in the budget document. 

The $626,000 figure for adminis.trative and premium costs differs from 
the amount of $650,000 listed in the Governor's Budget, bnt this dif
ference is not consequential to the operation of the program because 
the amount of appropriation in excess of that required for administra
tive expense and premium costs is available for the payment of claims. 
Regardless of the amount budgeted for this item, the state is obligated 
to pay whatever claims may result from conrt decisions and negotiated 
settlements. . 
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AID TO VICTIMS OF CRIMES OF VIOLENCE 

Item 46 from the General Fund Vol. I p. 116 Budget p. 34 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
llctual 1969-70 _____________________________________ _ 

Requested increase-None 
Total recommended rednction ________________________ _ 

SUMMARY OF MAJOR ISSUES ANO RECOMMENDATIONS 

$225,000 
225,000 
191,565 . 

None 

Analysis 
page 

1. Based on past year's experience and the current-year level of 105 
awards, the amount proposed in this item may be inadequate 
to cover all grants of aid during the budget year. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
These funds provide compensation to needy residents of California 

who are victims of crimes of violence. Total recovery which may be 
claimed by the person physically injured or by a third party who is 
financially dependent upon the victim is limited to $5,000. From 1965 
to 1967, this program was administered by the Department of Social 
Welfare, but since 1967 it has been the responsibility of the Board of 
Control. Claims filed with the board within one year of the injury or 
loss are investigated by the llttorney General and, upon completion of 
the investigation, a hearing is conducted before the board. If the claim 
is approved, an award not exceeding the cost of the treatment, loss of 
wages or support, or other directly related expenses, will be paid, along 
with attorney fees which may be up to 10 percent of the award. Of 
this budget request, $25,000 is for support of the llttorney General's 
investigation. 

lllthough the General Fund is responsible for the support of this pro
gram, the annual appropriation is partially offset by fines which are 
levied on the perpetrators of the crimes. Receipts from these fines are 
deposited in the Indemnity Fund. Table 1, summarizing the recent 
history of program expenditures, show that Emergency Fund alloca
tions were required in fiscal years 1968-69 and 1969-70, and refiects an 
estimated Emergency Fund allocation of $100,000 in the current year. 

Table 1 
Expenditures for Aid to Victims of Crimes of Violence 

Estimated Proposed 
1967-68 1968-69 1969-70 1970-71 1971-72 

General Fund ______________ $15,414 25,000 125,000 125,000 225,000 
Indemnity Fund ____________ 6,997 5,728 5,080 2,878 2,000 
Emergency Fund ___________ 49,055 66,565 100,000 

Total Expenditures __________ $22,411 79,783 196,645 227,878 227,000 

In the current year, 66 claims totaling $171,344 were approved be
tween July and December 1970. Comparable figures for JUly to Decem
ber 1969 were 56 claims totaling $65,323. Twelve of the current-year 
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claims were for the maximum $5,0.0.0. amount, compared with three such 
claims during the same period in 1969. If grant payments continue at 
the present level, program requirements in the current year will total 
approximately $365,0.0.0. (including the $25,0.0.0. investigative expense 
of the Attorney General) rather than the $227,878 shown in Table 1. 
Thus, based on past years' experience and the level of awards made in 
the first six months of the -current year, the amount proposed for fiscal 
year 1971-72 may be inadequate to cover all grants made by the Board 
of Control. 

STATE . CONTROLLER 

Item 47 from the General Fund Vol. I p. 117 Budget p. 35 

Requested 1971-72 __________________________________ _ 
Estimated 1970.-71 __________________________________ _ 
Actual 1969-70. _____________________________________ _ 

Requested decrease $45,0.0.0. (0..8 percent) 
Total recommended reduction ________________________ _ 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$5,829,862 
5,874,862 
5,838,878 

$15,276 

..Analysis 
page 

1. Budget year increases are limited to special fund program. 106 
General Fund support for agency's on-going programs has been 
held constant by changing allocation formulas and reducing ex
isting activities. 

2. The Controller's office showed little ellthusiasm for the 10.7 
optical character recognition equipment test. We recommend 
that the Controller thoronghly explore the possible applications 
of this equipment in his office, and report the results to the 1972 
Legislature. 

3. Administration division reorganization involves transfer of 111 
the internal audit program to the executive office. We recom
mend approval of a supervising auditor ($16,680.) budgeted to 
head this unit. 

4. We recommend disapproval of a new associate management 111 
analyst position ($15,276-General Fund) hecause plans to im
plement consolidation of EDP services are premature. 
GENERAL PROGRAM STATEMENT 

The Controller is an elected constitutional official who is the ac
counting and disbnrsing officer of the state. The Controller serves on 
a number of boards and commissions including the State Board of 
Equalization, the Franchise Tax Board, State Lands Commission, 
Pooled Money Investment Board, Board of Control, and the various 
bond finance committees. 

The office is organized into seven divisions, which are responsible 
for administering the three major programs identified in Table 1. It 
draws support from five funds and in addition is reimbursed for serv-
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State Controller-Continued 

ices provided to other agencies. The distribution of funds among the 
three programs and the change in funding proposed for the budget 
year are also shown in Table 1. 

Program 

Table 1 
Controller's Program Budget-By Fund 

(in thousands) 

1. Fiseal Control 1970-71 1971-72 
General Fund _________________________ _ 
State School Building Aid _____________ _ 
Aeronautics Fund. _____________________ _ 
Reimbursements _____________________ ...: __ 

Subtotal ____________________________ _ 

2. Tax Administration 
Genf'ral Ftmd _________________________ _ 
l\I.V. Transportation Fund _____________ _ 
l\f.V. Fuel Fund ___________ .:.. ___________ _ 
Aeronautics Fund _____________________ _ 
Reimbursements _______________________ _ 

Subtotal ____________________________ _ 

3. Local Government Fiscal Affairs 
General Fund _________________________ _ 
1\1.Y. Fuel Fund _______________________ _ 
Reimbursements _______________________ _ 

Subtotal ____________________________ _ 

Undistributed Administrative Costs 
General Fund _________________________ _ 

Total-All Funds 
General Fund ___________________________ _ 
M.V. Transportation Fund ________________ _ 
1\I.V. Fuel Fund _________________________ _ 
State School Building Aid ________________ _ 
Aeronautics Fund _______________________ _ 
Reimbursements _________________________ _ 

Grand total ___________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

$3,374.9 
136.0 

35.0 
518.9 

$4,064.8 

$1,988.9 
140.4 
548.7 

36.8 
7.0 

$2,721.8 

$321.4 
388.8 
129.0 

$839.2 

$189.7 

$5,874.9 
140.4 
937.5 
136.0 

71.8 
654.9 

$7,815.5 

$3,365.9 
141.6 

35.8 
548.8 

$4,092.1 

$2,024.4 
103'.4 
643.8 

38.9 
5.0 

$2,815.5 

$242.6 
464.7 
131.7 

$839.0 

$197.0 

$5,829.9 
103.4 

1,108.5 
141.6 

74.7 
685.5 

$7,943.6 

Change 
$-9.0 

0.8 
0.8 

29.9 

$27.3 

$35.5 
-37.0 

95.1 
2.1 

-2.0 

$93.7 

$-78.8 
75.9 

2.7 

$-0.2 

$7.3 

$-45.0 
-37.0 
171.0 

5.6 
2.9 

30.6 

$128.1 

The agency proposes to stabilize its General Fund costs in 1971-72 
and to increase the workload in special fund areas, primarily in the 
Motor Vehicle Fuel Fund element. The General Fund budget reduc
'tion reflects the one-time expenditure of $45,000 in the current year 
for a contract study commissioned by the Legislature which does not 
relate to the agency's normal workload. 

The Controller's budget proposes to increase the charges against the 
Motor Vehicle Fuel Fund by $171,000 in the budget year. The tax 
administration program will receive $95,100 of this increase and the 
remainder, $75,900, will be allocated to the local government fiscal 
affairs program. Savings realized in the transportation tax enforce
ment program will enable the Controller to reduce $37,000 in charges 
against the Transportation Tax Fund. Reimbursements are expected 
to increase as the agency shifts two auditors from General Fund 
programs to a federal Council on Criminal Justice contract. 
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Controller Shows Little Ent~~si~s'~ 'For OC'R Test 

. Last year we recommended that the Controller participate in a test 
of optical character recop:nition equipment (OCR) to determine the 
feasibility of machine reading documents directly into the computer. 
The tests were to be conducted for a period of six months commencing 
in June 1970, and all interested agencies were invited to participate. 
The tests were recommended because it was believed that the successful 
application of optical scanning equipment would reduce costs by elimi· 
nating the expensive keypunch procedure presently utilized for record· 
ing data. 

However,. the Controller's office, with its many potential OCR ap· 
plications, limited its participation in these tests to only one hour of 
machine time during the entire test period. The disbursements claims 
schedule, which represents a minor part of the Controller's keypunch 
workload, was the only application tested. Other documents which 
require substantial keypunch processing, snch as the personnel ap· 
pointments document (Form 604), were not tested. 

It is anticipated that the OCR installation will be retained in the 
Department of General Services for at least the remainder of the cur· 
rent year and probably through fiscal 1971-72. A rental agreement 
based on actual utilization has been tentatively reached which provides 
all agencies an inexpensive opportunity to test this system. 1V e recom· 
mend that the. Controller's office take this opportunity to evaluate 
thoroughly the potential savings in paper handling and the data input 
associated with the application of OCR, and report the results to the 
1972 Legislature. 

FISCAL CONTROL 

The fiscal control program relates directly to the Controller's reo 
sponsibilities as chief accounting officer for the state. The program is 
administered by the divisions of accounting, audits; and disbursements. 
Fund support for this program is summarized in Table 1. The alloca· 
tion of personnel to the seven elements of this program is summarized 
in Table 2. 

Table 2 
Staff of the Fiscal Control Program 

Man-years 
Actual Estirhated 

Program elements 1969-"10 1970-71 
Control Accounting ____________________ 44.2 48.0 
Fiscal Audit __________________________ 5.0 
Financial Analysis _____________________ 11.0 10.0 
Unclaimed Property ____________________ 11.2 10.7 
Claim Audits __________________________ 40.2 39.8 
Field Audits __________________________ 37.7 38.5 
General Disbursements _________________ 43.9 34.7 
Payroll _______________________________ 115.2 123.4 
Data Processing Services ______ -, _________ (15.1) (15.4) 

TotaL _______________________________ 308.4 305.1 

Proposed 
1971-72 

46.9 

11.1 
12.0 
39.8 
38.5 
34.7 

122.9 
(14.9) 

305.9 

Most of these program elements are very stable, therefore our comments 
will be limited to those having either a change in staff or a change in 
funding. 
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Fiscal Audit of the Department of Finance Eliminated 

Chapter 963, Statutes of 1967, requires the Controller.to "audit all 
the records of the Department of Finance for the preceding fiscal 
year," and to report the results to the Legislature on the first day of 
the following legislative session. The Controller proposed a budget of 
$104,000 to continue this program in 1970-71, but the Conference 
Committee on the Budget reduced this amount to $5,000. No funds for 
this element have been requested for the 1971-72 fiscal year. 
Unclaimed Property 

We recommend approval of a General A"ditor II ($10,356) to assist 
in the field a"dit of the Unclaimed Property Act compliance program. 
The escheat of property to the state is administered under two statu
tory provisions: (1) unclaimed estates of deceased persons and (2) 
abandoned property. The compliance program was initiated in the 
1968-69 fiscal year with one clerk and one field audit position. Due 
to limitations in staff the agency has conducted its enforcement pro
gram only in the northern half of the state. The proposed audit posi
tion would cover the southern part of the state. Program results 
support expansion of this program. During 1968-69, the year the com
pliance program was initiated, $124,000 in unreported assets were re
covered. Recoveries amounted to $342,000 in 1969-70. 

Field Audits General Fund Program Reduced 

The field audits element examines local a!(ency records to verify 
the local accounting and disbursement procedures relative to state and 
federal funds. In 1971-72 the Controller proposes to shift two man
years of audit time from General Fund subvention programs (such 
as .public health, municipal and justice courts, etc.) to a $30,000 fed
erally reimbursed audit program under the jurisdiction of the Cali
fornia Council on Criminal Justice. This one-year contract consists of 
auditing approximately 35 grants to local agencies provided by Title I 
of the Omnibus Crime Control and Safe Streets Act of 1968. 

TAX ADMINISTRATION 

This program is composed of fonr elements which are shown with 
staff support in Table 3: 

Table 3 
Staff of the Tax Administration Program 

Man~years 

Actual Estimated 
Program elements 1969-70 1970-71 

Inheritance Tax __________________ _ 111.0 111.5 
Gift Tax _________________________ _ 17.2 18.2 
Tax Collection ____________________ _ 8.6 8.4 
Gas Tax Refund _______ ~ __________ _ 47.1 44.6 

Total __________________________ _ 183.9 182.7 
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112.0 
18.2 
8.3 

47.2 

185.7 



Item 47 Controller 

Fund support for this program is shown in Table 1. The Inheritance 
and Gift tax elements a,:e supported entirely from the General Fund. 
The tax collection and gas tax refund elements receive support from 
three special funds and the General Fund. The first two elements are 
administered by the Inheritance and Gift Tax Division. 

We recommend approval of a clerk I ($4,860) for the file section of 
the Los Angeles office of the Inheritance Tax program. 

This office has absorbed an increase in workload for five years with 
no increase in clerical staff. Inheritm;we tax reports have increased 
from 29,399 in 1965-66 to 34,137 in 1969-70. The division estimates that 
this workload will increase by another 10 percent through the end of 
the budget year. 

Tax,Coliection and Gas Tax Refund 

These two program elements are principally the responsibility of the 
Division of Tax Collection and Refund. The taxes collected under this 
element are limited to delinquencies in the Motor Vehicle Fuel License 
Tax, the Motor Vehicle Transportation License Tax, and the Insurance 
Premium Tax. Petroleum and gas assessments and subsidence abate
ments are also collected under this program. 

Due to improved procedures in the collection of delinquent trans
portation taxes, one accounting technician ($7,008) was abolished in 
the current year and one accountant I ($8,112) position is proposed 
to be deleted from the 1971-72 budget. Fund support shown in Table I 
has been reduced accordingly. 

Shift in Gas Tax Refund Charges. The Controller estimates that 
42,000 valid gasoline tax refund claims will be paid in the budget year .. 
Of this total, about 35,000 will be paid from the Motor Vehicle Fuel 
Fund, and the remaining 7,000 will come from the Aeronautics Fund. 
·These claims represent the refunds of excise taxes On gasoline when it 
is consumed off the highways. Before the state makes these refunds, it 
deducts both the state and local sales taxes on this gasoline because off
highway usage is subject to the sales tax. 

Table 4 shows that the. cost of administering this gas tax refund and 
sales tax offset program will be $696,328 in 1971-72. This is a net in
crease of $70,422 over the current year and represents a reduction in 
salary savings which provides 2.6 additional audit positions, plus other 
overhead costs. Due to General Fund budgetary pressures the Con
troller's office reexamined its method of allocating gasoline tax refund 
costs among the various funds. Both the old and new methods of alloca
tion were based on the time spent on each activity, rather than the 
amounts refunded or collected as sales tax. The new study showed that 
a disproportionate share of the costs had been charged to the sales tax 
offset, and as a result, these costs will be reduced in the budget year. 
(See Table 4) Sales taxes will be charged only 2.6 percent of the total 
.costs because the main purpose of this program is ascertaining the 
correct amount of the gasoline tax refund, and then the sales tax compu
tation is a very easily determined byproduct of the total staff effort. 
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Table 4 

Comparison of Gasoline Tax Refunda and Administrative Costs 
Refunds and revenues (thousands) 1970-71 19'11-"/'R, Ohange 

Gasoline tax refunds _______________ $13,400 $13,400 
Sales tux offset 

State ___________________________ 1,320 ,1,320 
Local ___________________________ 335 335 

Total ------------------------- $15,055 $15,055 
Distribution of administration costs 

General Fund --------------------- $38,126 $13,563 --$24,563 
Local sales tax reimbursements ______ 6,500 4,500 -2,000 . 
M. V. Fuel Fund ___________________ 544,493 639,382 94,889 
Aeronautics Fund ------------------ 36,787 38,853 2,096 

Total cost _______________________ $625,906 $696,328 $70,422 
Man~years -------------------------- 44,6 47,2 2.6 

LOCAL GOVERNMENT FISCAL AFFAIRS 

Table 5 identifies the four elements and staffing patterns in this pro
gram. In the budget year, the Controller proposes to divert staff from 
two of the elements, which are General Fund supported, in order to 
free manpower to conduct a series of audits for the Department· of 
Public Works on the following new federal grant programs: 

1. County and City Federal Traffic Operations Program to in-
crease capacity and safety (TOPICS). 

2. State Aid for Urban Extension Program. 
3. County Federal-Aid Secondary 
These new audits will be funded by the Motor Vehicle Fuel Fund, 

but there is a possibility that federal reimbursements will share part of 
this cost. 

The net effect of this shift is a $78,800 reduction in General Fund 
support for this program and a $75,900 increase' from the Motor 
Vehicle Fuel Fund. The diversion of staff from existing activities will 
cause some delays in the publication of, and less verification of the 
data in, the financial transaction reports of the Controller's office. 
These annual reports cover city, county, school, and special districts 
financial transactions. 

Table 5 
Staff of the Local Government Fiscal Affairs Program 

Man-years 
Program elements: 

Financial Reporting and 
Budgeting ________________________ _ 

Streets and Roads ___________________ _ 

Actual Estimated Proposed 
1969-70 1970-71 1971-72 

16.0 15.9 12.4 
20.6 23.3 27.3 

Uniform Accounting _________________ _ 
Tax-Deeded Lands __________________ _ 

3.4 3.2 2.2 
7.8 8.7 8.7 

Total ____________________________ _ 47.8 51.1 50.6 

ADMINISTRATION DIVISION 

The executive office of this division provides general supervision 
Lor the six operating divisions and also assists the Controller in his 
duties as a member of various boards and commissions. The adminis-
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trative service staff provides auxiliary services for the entire agency 
including accounting, personnel and mail services. Table 6 ·summarizes 
the distribution of the staff and the sources of funding. About two
thirds of the division's costs are allocated to the three programs 
of this agency. The direct cost of the Controller, his personal staff, 
plus secretarial support,"are not allocated. The basis for allocation is 
the personnel costs, by fund, of each of the programs elements. For 
example, if the Motor Vehicle Fuel Fund accounts for a certain per
centage of program costs, then that same percentage of administration 
costs are allocated to that fund. Table 6 shows that the General 
Fund's share of administration costs has declined while the special 
funds shares have increased. These ·changes reflect the reallocation of. 
funding in the three programs of the agency. 

Table 6 
Division cif Administrative Personnel and Expenditure Summary 

1969-70 1970-71 1971-72 PropQsed 
Personnel man-years actual estimated proposed change 

Executive office ___________ 17.0 21.0 18.8 -2.2 
Administrative services ____ 15.6 15.1 16.7 1.6 

Total ----------------- 82.6 36.1 35.5 -0.6 
Expenditures (thousands) 

General Fund ____________ $449.2 $576.8 $537.0 -$39.8 
l\I.V. Transportation 

Tax Fund ------------- 9.7 4.1 6.1 2.0 
M.V. Fuel Fund -------- 52.3 26.3 62.4 36.1 
School Building 

Aid Fund ______________ 6.7 4.5 8.3 3.8 
Aeronautics Fund -------- 3.5 1.9 4.0 2.1 

Total ----------------- $521.4 $613.6 $617.8 $4.2 

Administrative Reorganization 

The Controller, in a minor reorganization during the current year, 
transfered the internal audit function from the division of audits to the 
administration division. This transfer, involving one governmental 
auditor III and two governmental auditors II, was made in response to 
the Auditor General's recommendation ·that the internal audit unit 
be located at the management level in order to achieve the independ
ence necessary to conduct objective reviews of all programs in the 
Controller's office. 

We recommend approval of a supervising governmental auditor I 
($16,860) to direct the activities of the internal audit unit. This posi
tion is requested for two reasons: 

1. In addition to its normal workload the internal audit nnit will 
review the potential application of computer audit programs includ
ing the identification of potentially erroneous payroll disbursements, 
the analysis of overtime payments, the identification of overdrafts on 
blanket positions and the analysis of computer generated exceptions. 

2. To study the feasibility of the Controller's participation in the 
consolidation of several agencies' data~processing resources into a 
single service center. The state EDP master plan has identified seven 
initial areas of consolidation with the Controller included in a fiscal and 
personnel group composed of eight agencies. 
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We recommend disapproval of the associate management analyst for 
a Geneml Fund savings of $15,276. This position is requested to assist 
the Controller in the implementation phase of consolidating EDP ser
vices into one service center. This request is premature because the 
group assigned to study the feasibility of consolidation has not yet 
determined which programs should be combined or which agency 
should provide the central computer service. 

STATE CONTROLLER 

Item 48 from the Motor Vehicle
Transportation Tax Fund Vol. I p. 117 Budget p. 35 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

. Requested decrease $36,954 (26.3 percent) 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$103,402 
140,356 
137,277 

None 

This appropriation is for the cost of collecting the motor vehicle 
transportation (truck) tax, the details of which are included under 
Item 47. 

STATE CONTROLLER 

Item 49 from the Motor Vehicle 
Fuel Fund Vol. I p. 117 Budget p. 35 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase $171,043 (18 percent) 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$1,108,488 
937,445 
940,151 

None 

This appropriation is for administration of the gasoline. tax audits 
and gasoline refund functions, the details of which are included under 
Item 47. 

112 



Items 50-52 Controller 

STATE CONTROLLER 

Item 50 from the State School 
Building Aid Fund Vol. I p. 117 Budget p. 35 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 ____________________________________ _ 

Requested increase $5,593 (4.1 percent) 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$141,566 
135,973 
140,968 

None 

This appropriation covers the auditing and accounting of the ex
penditures of school districts for property financed by state loans under 
the State School Building Aid Program. These activities are inclnded 
under Item 47. 

STATE CONTROLLER 

Item 51 from the Aeronautics Fund Vol. I p. 117 Budget p. 35 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 _______________________ ~ _________ _ 
Actual 1969-70 ____________________________________ _ 

Requested increase $2,861 (3.9 percent) 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$74,637 
71,776 
72,136 

None 

This appropriation covers the aUditing and accounting activities for 
the Airport Assistance Program, which are included under Item 47. 

BOARD OF EQUALIZATION 

Item 52 from the General Fund Vol. I p. 134 Budget p. 37 

Requested 1971-72 __________________________________ $25,310,832 
Estimated 1970-71 __________________________________ 24,304,257 
Actual 1969-70 ______________________________ ------- 23,969,842 

Requested increase $1,006,575 (4.1 percent) 
Total recommended reduction ________________________ None 

AnalysJs 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. The termination of the i-percent sales tax imposed by the 121 
Southern California Rapid Transit District will reduce the 
board's reimbursements and increase its General Fund costs for 
administering the sales and use tax during 1971-72. 
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GENERAL PROGRAM STATEMENT 

Item 52 

The Board of Equalization is the largest tax collection agency in 
California. It is governed by five elective members, four of whom are 
from geographic districts, and the fifth is the State Controller who 
serves ex officio. The chairman of the board automatically ·serves as a 
member of the Franchise Tax Board which administers the personal 
income and bank and corporation franchise taxes. 

The main responsibilities of the board, and the percentage of total 
staff assigned to each, are outlined as follows: 

1. Administer the state and use taxes-77 percent. 
2. Assess and collect the motor vehicle fuel (gasoline), use fuel 

(diesel) and truck taxes-8 percent. 
3. Impose and collect the alcoholic beverage, and the state and local 

cigarette taxes-2 percent. 
4. Assess and allocate the property tax values of public utilities-

3 percent. 
5. Advise county asseSSors and conduct intercounty property tax 

equalization surveys-7 percent. 
The board's responsibilities are divided among 11 operative pro

grams and will be implemented by a proposed staff of 2,324 man-years 
in 1971-72. 

GENERAL REVIEW OF THE 1971-72 BUDGET INCREASE 

The board draws its support from four major sources: the General 
Fund, the Motor Vehicle Fuel Fund, the Motor Vehicle Transportation 
Tax Fund, and through reimbursements from other agencies, primar
ily from cities, counties, and a transit district for which the board col
lects a portion of the sales tax. As shown in Table 1, General Fund 
support will increase in the budget year by slightly more than one 
million dollars. This change does not reflect a startling increase in 
expenditures or new level of service but represents primarily the loss 
in reimbursements 'from the discontinuance of the temporary (July 1 
to December 31, 1970) i-percent sales tax imposed by the Southern 
California Rapid Transit District (SCRTD). The board charged 
SCRTD a pro rata share of the total sales tax administrative costs 
(rather than the marginal increment) and as a result, when this tax 
was discontinued, reimbursements dropped substantially more than 
the cost of the 16.5 temporary positions which were added during 
1970-71 to administer this local tax. This shift in funding reduced the 
General Fund's share of. total sales tax administrative costs in 1970-
71 and will increase it in the budget. year. 
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Table 1 
A Comparison of Program Staff and Budget Source 

Board of Eq ualization 

Program 
I. Local property tax 

equalization ______________ _ 
II. State-assessed property tnx ___ _ 

III. County appeals of inter-
county appraisals _________ _ 

IV. Sales and. use tax ___________ _ 
V. Alcoholic beverage tax __ :.... ____ _ 

VI. Cigarette tax _______________ _ 
VII. Matol' vehicle fuel license tax __ 

VIII. Use fuel tax _______________ _ 
IX. Motor vehicle transportation 

license tax _______________ '-
X. Insurance tax ______________ _ 

XI. Appeals from other govern-
mental programs __________ _ 

XII. Administration and supporL __ 
Contracts with other public 

agencies __________________ _ 

Man-years 
1970-71 1971-72 

150.2 
80.0 

11.3 
. 1,830.0 

29.2 
24.2 
15.4 
88.3 

86.3 
1.5 

7.6 
(147.8) 

28.0 

150.0 
79.9 

11.3 
1,803.6 

29.1 
24.1 
15.3 
87.9 

85.9 
1.5 

7.6 
(147.2) 

28.0 

Total ___________________ 2,352.0 . 2,324.2 
Expenditures 

General Fund _______________ $24,304,257 $25,310,832 
Motor Vehicle Transportation 

Tax Fund ________________ 1,114,622 1,130,386 . 
Motor Vehicle Fuel License 

Tax Fund _________________ 1,334,101 1,352,553 
Reimbursements __ ..:.__________ 7,048.871 6,251,497 

Total all programs, 
all funds ________________ $33,801,851 $34,045,268 

Equalization 

Ohange 

-26.4 
-0.1 
-0.1 
-0.1 
-0.4 

-0.4 

(-0.6) 

-27.8 

$1,006,575 

15,764 

18.452 
-797,374 

$243,417 

Table 2 shows the composition of the increases in the board's 1971-7~ 
budget. The first item, "merit salary increase," represents more than 
one-third of the total budget increase this year. It is fixed cost, as are 
the majority of the other increases in this department's request. Salary 
savings are at a level dictated by the Department of Finance. Transit 
district workload decreases because the special tax is no longer in force 
in southern California. Travel is increased now that the board has been 
able to fill vacant auditor positions in the out-<>f-state offices at New 
York and Chicago. Each of the other increases is beyond the control of 
the board, being set by the Department of Motor Vehicles as a service 
cbarge for collecting use tax on private party automobile or pleasure 
boat sales, by the Department of General Services for rent and building 
security, or, in the case of cigarette tax stamps, simply by the increase 
in' the number of cigarette packages the board expects will be sold in 
California next year. This latter increase of $57,061 for stamps repre
sents a $7 million increase in cigarette tax reVenue from stamped 
packages. 

General expenses will be reduced by a net of $34,344. Included in 
this category is restriction on printing expenses which will result from 
the discontinuance of the biennial pUblication of the Revenue Laws of 
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California (to be replaced by a series of unbound pamphlets), and the 
issuance of fewer annual reports and property tax manuals. 

A major item of expenditure for all tax collecting agencies is their 
postage bill. For 1971-72 the board requests $287,000 for postage, com
pared to $278,000 in the current year, a sum easily matched by the 
Controller ($256,000), and more than 40 percent of the anticipated 
expenditure of the Franchise Tax Board ($660,000). These three agen· 
cies will face greatly increased postage costs if the federal postage rate 
is increased from 6 cents to 8 cents in May 1971. As submitted, this 
budget does not contain any allowance for this possible 30·percent 
increase in postal costs. 

By purpose 

Table 2 
Schedule of 1971-72 Budget Changes, All Funds 

Board of Equalization 

Merit salary increase ___________________________________________ _ 
Salary savings increase _________________________________________ _ 
Transit district workload ___________________________________ ....: ____ _ 
Staff benefits and other _________________________________________ _ 
Operating expense and equipment 

General expense _____________________________________________ _ 
Travel out of state __________ ' _________________________________ _ 
Travel in state _______________________________________________ _ 
Facilities expense ____________________________________________ _ 
Data processing ______________________________________________ ' 
Services by D.M.V. ___________________________________________ _ 
Cigarette tax stnmps _____________________________ :... ___________ _ 

Reimbursements' (decrease) _____________________________________ _ 

By source 

$362.022 
-163,500 
-124,080 

37,138 

-34,344 
17,183 

-1,434 
30,033 

5,847 
57,491 
57,061 

797,374 

$1,040,791 

General Fund __________________________________________________ $1,006,575 
M.V. Transportation Tax Fund___________________________________ 15,764 
M.V. Fuel License Tax _________________________________ ~ ___ :..._____ 18,452 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

1. LOCAL PROPERTY TAX EQUALIZATION 

This program consists of two phases, the supervision of local assess
ment administration and intercounty equalization. Table 3 shows the 
distribution of the staff among these phases. 

A. Supervision of Local Assessment Administration 

Since the enactment of AB 80, the 1966 Property Tax Reform Bill, 
the role of the board in supervision, training, and advice it provides, 
to county assessors has been strengthened significantly. 

By law, the board has to survey, at least once 'every six years, the 
assessment practices in each county. These surveys are designed to 
improve assessment practices and achieve better intracounty and inter
county equalization. Table 3 shows that 20.3 man-years will be assigned 
to this activity in the budget year, and the board expects to survey' 
10 counties during this period. One of the results of this increased 
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Table 3 
Staff of the Board's L.ocal Property Tax Equalization Program· 

1. Supervision of Local Assessment Administration 
Man-years 

1969-70 1970 71 
Assessment, practices S\1n·eys ___________________ _ 18.7 19.7 
Appraiser training and certificatioD _____________ _ 10.0 9.3 
Assessor's handbook __________________________ _ 8.5 6.1 
Technical sen"ices - __________________ ..: _________ _ 15.9 13.6 
Contract auditing services ______ ;.. _______________ _ 6.2 6.9 
All other ____________________________________ _ 10.1 10.6 

Subtotal ____________________________________ 69.4 66.2 
78.0 2. Intercounty equalization ________________________ 79.5 

Total _______________________________________ 148.9 144.2 

1971 72 
20.3 
9.5 
6.2 

13.9 
6.9 

10.8 

67.6 
77.9 

145.5 

supervision by the board is the continued improvement in the uniform
ity of assessment ratios among properties within the same county. Prior 
to 1966, there were 26 counties which had widely varying intracounty 
assessment ratios. The latest surveys covering the period 1966-67 to 
1969-70, show that the number with wide variations in intracounty 
assessments has dropped to 11 counties. 

The board also conducts training sessions for county appraisers to 
enable them to complete the annual requirements for schooling which 
are specified by law. An estimated 1,300 county appraisers will attend 
these COurses during the budget year, and the board will allocate 8.6 
man-years to couduct these classes. 

The 1970 Legislature reduced the staff of this program by six man
years. The reductions were made in technical assistance to county as
sessors, time devoted to the updating of the asseSSors handbook, and a 
minor decrease in the board '8 training staff. 

New Homeowners' Exemption Compliance Program. The board has 
requested, and the Department of Finance has approved 1.5 man-years 
to be used in eliminating duplicate claims for the homeowners' exemp
tion. Every qualified homeowner must submit an application for this 
$750 exemption in the spring of the year and because the state pays 
the local jurisdictions for their tax losses it is vital that duplicate claims 
be found and eliminated. In some cases there are duplicates on a single 
parcel or there may be claims on two properties by a single owner. 
Often these two properties are located in different counties so that a 
statewide check of claims is necessary. 

For 1970-71, there were 1,900 duplicate homeowner claims discovered 
and denied by the State Controller for a savings of $150,000 in Gen
eral Fund costs. In the budget year, the board rather than the State 
Controller will conduct this compliance program. 

We recomme~d approval. 
B. Intercounty Equalization 

Each year a survey of assessments is conducted in one-third of the 
counties to determine the actual level of assessments. These surveys 
are crucial for determining the level of state aid received by each school 
district within the county for the followiug three years. In the years 
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between pbysical appraisals, the county's assessment ratio is determined 
b.y using!, formula reflecting changes in economic activity and popula
~lOn. Durmg the b~dget year, the board plans to sample 5,200 properties 
m order to determme the assessment levels in 19 counties. 

2. STATE-ASSESSED PROPERTY TAX PRO(lRAM 

·Most of the staff in this program is assigned to the assessment of 
public utilities. The remainder is involved in the administration of the 
private car tax. Table 4 sbows the distribution of manpower among the 
va~ious activities in this program. 

Table 4 
Staff of the Board's State-Assessed Property Tax Program 

Man-Years 
1969 70 1970 71 1971-72 

A. Assessment of public utilities 
Derivation of value jndi_cators _________________ 2.3 2.3 2.3 
Field appraisals _..: ___________________________ 21.9 21.8 21.8 
Allocation of, assessed value to taxing districts ___ 26.7 26.8 26.7 
Preparation of tax area maps _________________ -21.6 21.3 21.3 

Subtotal __________________________________ 72.5 72.2 72.1 
B. Private car tax __ .:..___________________________ 7.9 7.8 7.8 

Total ________________________ ~ ____________ 80.4 
80.0 79.9 

A. Assessment of Public Utilities 

As illustrated in Table 4, the derivation of the unit values for utilities 
constitutes a very small portion of the total staff effort. The three ac
tivities consuming most of the manpower are (1) field appraisals, which 
consist of assessing nonunitary properties of the utilities, e.g., farmland 
ow¥ed by a railroad; (2) allocating the assessed values back to the 
23,800 tax code areas in the state; and (3) preparing and updating the 
tax code area maps. 

Map Service Charge. In our 1969-70 Analysis, we recommended 
that a fee schedule be adopted which would insure that at least half 
of the board's cost for providing and distributing tax code area maps 
be borne by the counties and private firms (e.g., utilities) which receive 
them. This recommendation was adopted and the board established a 
fee schedule. During the 1970--71 budget hearing, we recommended that 
the board should increase its fee schedule to adjust for cost increases so 
that revenues would continue to support one-half of the total costs. The 
Conference Committee on the Budget, however, concluded that 'the 
total cost should be paid by the users of these maps, one-half to be 
revenue to the General Fund and the other half to be reimbursement to 
the board. This cost is expected to be $278,113 in the current year and 
$280,876 in the budget year. 

The 1971-72 budget proposes that the total cost of the mapping 
service be financed by the users, with all fees to be treated as General 
Fund revenues. The. reimbursement feature will be discontinued. 

DecWning Assessment Ratio for Utilities. For several years the 
- board has had a policy of reducing the assessment ratio on unitary 
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(those directly associated with the utility function) properties by two 
percentage points each year. In 1969-70, the ratio was 33 percent of 
full cash value. In 1970-71, the ratio dropped to 31 percent. If this 
trend continues, utility property will reach the 25-percent level used 
by county assessors for ~ll~thertypesof prope,r~y in 1973-74. 
B. Private Car Tax' 

Railroad cars not owned by railroad companies are assessed by the 
board and taxed at the average statewide property tax rate. All funds 
derived from this source are placed in the General Fund for state pur
poses-the only property tax revenue currently received by the state. 
Most of these cars are for special purposes such as transportation of 
automobiles, glass, refrigerated fruit, or bulk liquid cargoes. During 
the budget year the board expects about 715,000 movements of private 
cars into and out of the state, and this tax will produce about $4.4 
million in General Fund revenue. 
3. COUNTY APPEALS OF INTERCOUNTY EQUALIZATION APPRAISALS 

The board's Divisiou of Intercounty Equalization (discussed under 
program 1, .Local Property Tax Equalization) makes sample property 
tax appraisals in one-third of the counties each year, to ascertain the 
actual assessment ratio in these counties. On occasion, the board '8 ap
praisers and the county assessor will disagree on the values assigned 
to these sampled properties. To resolVe such differences, the board estab
lished a separate Office of Appraisal Appeals, which has its own ap
praiser staff. When a disputed assessment is brought to the attention 
of OAA by the counties, then the property is reappraised by this in
.dependent group of appraisers. This office has operated through one 
complete three-year cycle and has been tested by each of the assessors. 
Results of this period can be seen in Table 5 which indicates that the 
assessors and the board's Division of Intercounty Equalization are each 
relying more often on OAA for settling their disputes rather than 
carrying them to the board. Those cases not resolved to the satisfaction 
of either party may be appealed to the board for final determination. 
In the 10 cases presented to the board in 1969-70, OAA values were 
accepted four times, the county assessor values five times, and the Divi
sion of Intercounty Equalization values one time. Workload in this 
office has sporadic increases and slumps which make scheduling of re
assessments difficult and, therefore, during periods of highest activity, 
the Office of Appraisal Appeals augments its staff temporarily by hir
ing appraisers from the Department of General Services under an inter
agency agreement. This mechanism allows OAA to process its cyclical 
workload with a minimum permanent staff. This office has proved to 
be a. useful means of satisfying a longstanding problem between the 
board's appraisers and the county assessors. 

Table 5 
Disposition of Appeals to Office of Appraisal A!:,peals 

1967-68 1968-69 
Number of appraisa1s contested __________________ 552 334 
Number of cases settled by OAA __________________ 496 272 
Settled by board action _________________________ 56 62 

119 

1969-70 
227 
217 
10 
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B~ard of Equalization-Continued 
4. SALES AND USE TAX PROGRAM 

During 1971-72 the board expects to collect almost $2.5 billion in 
sales taxes; the General Fund portion will be almost $2 billion, the city 
and county share ;will be almost $500 million, and the i-percent tax 
levied by the San Francisco Bay Area Rapid Transit District will yield 
about $28 million. About 77 percent of the board's total staff, or 1,803.6 
man-years, is allocated to this program in the budget year. Table 6 
shows the distribution of the manpower among the four main activities. 

Table 6 
Staff for:' the Sales Tax Program 

Program element 
Auditing ___________________________________ _ 
Processing tax returns _______________________ _ 
Collection activity ___________________________ _ 
Registration of taxpayers and maintenance of 

accounts ________________________________ _ 

1969 70 
800.6 
296.1 
276.1 

421.8 

Tota! _____________________________________ 1,794.6 

Sales Tax Audits 

Man-years 
1970-71 

802.2 
317.6 
282.5 

427.7 

1,830.0 

1971 72 
800.9 
298.6 
280.1 

424.0 

1,803.6 

During 1969-70 the board collected $25.7 million in net revenue 
from 27,519 audits, at a cost of $12 million, for a ratio of $2.14 to each 
dollar of cost. Table 7 shows the revenue and cost ratios for each district, 
including the out-of-state offices, over the last three years. These audits 
typically cover a three-year period, and as a result the latest experience 
includes a large portion of accounts which were subject to the new 
4-percent state tax rate (increased in 19(7). The higher tax rate auto
matically increases the net revenue without changing administrative 
costs. This is the main reason why Table 7 shows that all of the districts 
produced revenues in excess of costs during 1969-70. 

Table 7 
Net Revenue per Dollar of Cost from the Sales Tax Field Au~it Program 

District 1967-68 i968-69 1969-70 
Los Angeles ____________________ c_~ _________ $1.75 $2.45 $2.07 
San Bernardino _____________________________ 2.32 1.51 2.39 
Marysville __________________________________ 1.47 2.90 1.77" 
San Francisco ______________________________ 0.91 1.61 1.53 
San Jose ______ c: ____________ C______________ 1.56 1.48 2.28 
Oakland ____________________________________ 1.12 1.47 1.53 
Santa Rosa _________________________________ 0.82 1.43 1.39 
Sacramento _________________________________ 1.15 1.62 1.72 
San Diego __________________________________ 1.68 1.59 2.17 
Fresno _____________________________________ 1.18 0.95 1.27 

Average in·state ____________________________ $1.55 
Average out·of·state ----7------------------ 4.12 

$1.96 
3.63 

$1.92 
3.81 

Average total ___________________________ $1.85 $2.14 $2.14 

Out-ot-State Travel. This budget appropriates $242,000 for out
of-state travel by auditors, an increase of $24,000 over the current 
year. The increase reflects higher cost of transportation, a new tax on 
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airline tickets, and an increase in the number of traveling auditors. 
For several years the board had unfilled auditor positions in its eastern 
offices, partially because. of, the higher salaries offered by competing 
governments and private businesses in and around New York. The 
general downturn in the economy has lessened the pressures which 
helped to recruit young auditors away from these state offices and the 
increased salary which was grant.ed by the State Personnel Board last 
year aided in our own recruitment drive. The board anticipates that 
almost all of these positions will be filled in the budget year, and as a 
result audit revenues will increase. . 
Processing Tax Returns 

In the budget year, the board anticipates a 5.S-percent increase in 
the number of sales tax returns processed, but a 7.3-percent increase 
in the number of delinquency notices. The staff support for this activity 
shows a decrease because of the termination of the i-percent sales 
tax by SCRTD. 

B1tdget Reduction, 1970-71. The Conference Committee on the 
1970-71 budget reduced the funding for the sales tax program. The 
board implemented the reduction by eliminating 15 positions including 
eight auditors, three tax repJ;esentatives and four clerical positions. 

5. ALCOHOLIC BEVERAGE TAX 

California's alcoholic beverage taxes include six separate tax rates. 
These are the $2-per-gallon levy on distilled spirits, 4 cents per' gallon 
on beer, and 2 cents per gallon on sparkling hard cider, and 1, 2, and 
30 cents per gallon on dry, sweet, and sparkling wines, respectively. 
Revenue from these sources is expected to reach $113 million in 
1971-72. Only 29.1 man-years are assigned to the administration of 
these taxes because most of them are paid by a few large producers 
or distributors. No change is requested for the support of this program 
in the budget year. 

6. CIGARETTE TAX 

Per Oapita Oonsumption Increases. For the first time in seven 
years, per capita consumption of cigarettes increased during 1970. 
This upward trend is expected to continue despite the ban on television 
cigarette commercials. The Department of Finance estimates that 2.5 
billion packages will be sold in California during the budget year. The 
General Fund receives 70 percent of the proceeds from the 10-cent-per
pack tax, and cities and counties share the remainder. 

Oost of Tax Stamps. To show that the tax has been levied, a small 
stamp or meter impression is placed on the bottom of each package_ 
These cigarette stamps are sold to the distributors by a bank acting' 
as an agent of the state on a three-year contract. Only one bank in 
the state has bid for the contract although 17 were cont.acted by the 
board to see if they would be interested in serving the cigarette stamp 
distributors. The bank's charge has increased and is expected to be 
$30,000 in the current year and budget years. 

7. MOTOR VEHICLE FUEL LICENSE (G.ASOLINE) TAX 

The gasoline tax is imposed upon the manufacturer or importer of 
gasoline at a rate of 7 cents per gallon and on noncommercial aircraft 
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Board of Equalization-Continued 

jet fuel at 2 ceuts per gallon. Although there are 425 of these manu
facturers and importers registered and paying tax in this state, nine 
of them pay almost 90 percent of the total revenue. The State Con
troller shares responsibility for the administration of this tax by col
lecting delinquencies and making refunds for, gasoline used for non
highway pnrposes such as farm equipment, certain aircraft, and 
contractor's machinery. When a 'refund is made, the fuel becomes sub
ject to the sales tax which the Controller deducts from the reimburse
ment. Receipts from this tax are deposited in the Motor Vehicle Fuel 
Fund which reimbnrses the board for the cost of collection. The De
partment of Finance estimates that this tax will produce $673 million 
in 1971-72. No significant change is planned in staffing this program 
during the budget year. 

S. MOTOR VEH ICLE USE FUEL TAX 

This levy complements a similar tax on gasoline. The rate is 7 cents 
per gallon for diesel and 6 cents for liquefied petroleum gas and com
pressed natural 'gas. Legislation enacted at the 1970 session exempted 
natural gas and liquefied petroleum gas from this tax when they are 
used in a propulsion system which meets the 1974 pollutant emission 
standards. This will reduce the tax revenue from those two fuels and 
may also cause a small shift from the use of gasoline to these fuels. 
Revenue estimates indicate that the state will realize $43 million from 
the use fuel tax in the budget year. ' 

This year we asked the board to prepare schedules which show the 
audit productivity of the use fuel and truck taxes. The results for 
1969-70 are shown in Table 8 and indicate that use fuel audit costs 
exceeded net revenues. This was an unusual occurrence because refunds 
were very heavy in that year, about 28 percent of total tax change. The 
net revenues per dollar of cost in previous years were $1.01 in 1967-68 
and $1.10 in 1968-69. This three-year record indicates that these audits 
are made primarily for compliance purposes. 

Table 8 
Net Revenue Per Dollar of Cost in 1969-70 from the 

Use Fuel and Truck Tax Audits 
District 

Los Angeles _____________________________ _ 
San Bernardino _________________________ _ 
Marysville __________________________ .... ___ _ 
San Francisco __________________________ _ 
San Jose _______________________________ _ 
Oakland ________________________________ _ 
Santa Rosa _____________________________ _ 
Sacramento _____________________________ _ 

San Diego ______ ~------------------------Fresno _________________________________ _ 

Use fuel 
$0.68 
1.36 

.94 

.06 
1.24 

.64 
-,-.03 
1.63 

.85 
1.20 

Average in-state ________________________ $0.87 
Average out-of-state _____________________ .23 

Average total ________________________ $0.81 
Audit staff (man-years) ___________________ 19.9 

.Audit cost (thousands) ___________________ $275 
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Truok taw 
$1.56 
1.14 

.26 

.78 

.44 

.59 

.35 

.74 
1.20 

.85 

$1.09 
2.19 

$1.17 
27.2 

$380 
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9. MOTOR VEHICLE TRANSPORTATION LICENSE TAX 

This tax is imposed on the gross receipts from vehicles transporting 
persons or property for hire on the highways of the state. Adminis
tration of this levy is shared by the board with the State Controller, 
who collects delinquent accounts. The board's cost of collection is 
reimbursed from the Motor Vehicle Transportation Tax Fund. 

Forty-two percent of the truck tax auditing staff is located in the 
Los Angeles office. Many of the districts in Table 8 which show net 
losses have only a small auditing staff. Audit refunds accounted for only 
19 percent of the total tax change in 1969-70. As a result, the net 
productivity of these audits showed a surplus. In the two prior years, 
the ratio of net 'revenue per dollar of audit cost was $1.72 in 1967-68 
and $1.38 in 1968-69. 

Legislation enacted at the 1970 session requires the board to prepare 
a formula for the application of this tax to household goods carriers 
(Chapter 1267). In order to determine what factors should be con
sidered in the new formula, two man-years of auditor time must be 
diverted from auditing accounts for revenue purposes and turned to 
auditing household goods carriers time reporting statistics. 

10. INSURANCE TAX 

The Board of Equalization administers the gross premiums tax on 
insurance compromises in conjunction with the State Controller and 
the Insurance Commissioner. Using statements submitted to the board 
by the companies, an assessment is prepared against their gross 
premiums from California business. A retaliatory tax is assessed on 
companies whose home state imposes a tax rate higher than California. 
Only 1.5 man-years are allocated to the administration of this tax. 

11. APPEALS FROM OTHER GOVERNMENTAL PROGRAMS 

Taxpayers who disagree with the amount of state tax liability assessed 
against them may pay the amount in question and seek redress in the 
courts. or, prior to payment they may file an appeal with the Board of 
Equalization. Senior citizens who are denied property tax assistance or 
are allowed only part of what they expect may also appeal to the board. 

Intracounty equalization appeals arise from disputes between a 
county assessing property and the public agency which owns it and 
must pay a property tax on it. When property owned by a govern, 
mental agency is located outside its own jurisdiction (normany outside 
its service area) the board acts as arbitrator in valuation disputes. 

Tab-Ie 7 
, Appeals from Other Governmental Programs 

1969 
Franchise and income tax __________________ 190 
Senior citizens' ____________________________ 162 
IntracQnnty, equalization ___________________ 9 

• Based on IIctual number through December 1910. 

123 

1970-71' 
186 
156 
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Equalization Items 53-54 

BOARD OF EQUALIZATION 

Item 53 from the Motor Vehicle 
Transportation Tax Fund Vol. I p. 134 Budget p. 37 

Requested 1971_72 _______________________________ :.. __ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase $15,764 (1.4 percent) 
Total recommended reduction ________________________ _ 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. We recommend approval. 

$1,130,386 
1,114,622 
1,077,379· 

None 

Analysis 
page 

The Board of Equalization assesses and the State Controller 123 
collects the 1.5-percent gross receipts motor vehicle transporta-
tion license tax on for-hire operations. This appropriation is to 
cover the board's cost of administering the tax. The details are 
included under Item 52. 

BOARD OF EQUALIZATION 

Item 54 from the Motor Vehicle Fuel 
Fund Vol. I p. 134 Budget p. 37 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase $18,452 (1.3 percent) 
Total recommended reduction ________________________ _ 

$1,352;553 
1,334,101 
1,289,620 

None 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. The.Board of Equalization assesses and the State Controller 122 
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 cost of administering these two taxes, the de
tails of which are included under Item 52. 
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SECRETARY OF STATE 

Items 55 and 56 from the 
General Fund Vol. Ip. 172 Budget p. 39 " 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested decrease $104,241 (4.6 percent) 
Total recommended reduction _________________________ _ 

GENERAL PROGRAM STATEMENT 

$2,154,000 
2,258,241 
1,650,020 

None 

The Secretary of State is a constitutional officer responsible for 
carrying out the duties prescribed by the Government Code. He is 
custodian of the enrolled copy of the Constitution, all acts passed 
by the Legislature, journals of the Legislature and the Great Seal, and 
has specified responsibilities in the followhig program categories. 

CORPORATE FILINGS 

Strict adherence to the laws governing the establi~hment, revision 
or dissolution of the state's corporations must be mainteined to protect 
the public interest. Attorneys on the staff of the Secretary of State 
examine all articles of incorporation an4 related documents which 
revise or dissolve corporate entities, and attest to their compliance with 
the appropriate statutes before accepting them for formal filing. In 
addition, all applications for trademarks, corporate and fraternal 
names, and other documents required. by law, are reviewed and 
registered. 

ELECTIONS 

The Secretary of State is the chief elections officer and oversees and 
coordinates all state elections. Lists of registered voters within city, 
assembly, senatorial and supervisory districts, by party affiliation, are 
compiled by this office, and various statistical reports required by the 
Election Code are published. 

He also solicits, assembles, supervises the printing of, and distributes 
all ballot" arguments. A semiofficial and official" canvass of election 
results is conducted and made a matter of public record. 

The Secretary of State serves on the State Commission on Voting 
Machines and Vote Tabulating Devices with the Governor and Attorney 
General, and acts as the commission '8 secretary. Because of the sub
stantial investment of time required by this activity, the Secretary of 
State was authorized, during the last fiscal year, to hire an executive 
secretary to the commission for general administrative duties and to 
revise and evaluate proposals for new devices or changes in already 
acceptable devices. 
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Secretary of State-Continued 
FINANCING STATEMENTS 

Under the Uniform Commercial Code, Uniform Federal Tax Lien 
Registration Act and the Government Code, the Secretary of State is 
required to accept for filing as a public record financial statements 
which perfect security interests in personal property. On January 1, 
1970, the Secretary of State began filing notices of tax liens as well. 

Most of the electronic data processing equipment in the department 
is used for this activity because the program entails the storage of these 
documents and retrieval of iuformation upon request from the public. 

NOTARY PUBLIC 

The Secretary ·of State has statutory responsibility for the appoint
ment of notaries public. This responsibility includes the issuance of 
original certificates and review of certificates every four years for 
purposes of renewing the appointments. The Secretary of State also 
provides verification of the authenticity of notary signatures upon 
request from the public. 

ARCHIVES 

The Chief of Archives and his staff collect, catalog, index and pre
serve historic and otherwise valuable papers and artifacts. Documents 
requiring repair are restored by a document· restoration technician 
and they are laminated for permanent preservation. Reference services 
are provided for the public. The archivists receive some advice and 
direction from the Heritage Preservation Commission of which the 

. Secretary of State is secretary. 
ADMINISTRATION 

The Secretary of State and his staff provide policy and supervision 
to the above functional activities, and perform personnel, budgetary, 
accounting and other administrative functions for the department 
inchiding the development and operation of electronic data processing 
systems which support the other departmental programs. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The amount requested for fiscal year 1971-72 represents a decrease 

of $104,241 or 4.6 percent under the· current year estimated expendi
tures. The decrease is due largely to the fact that no general election 
will be held during the next fiscal year and to the completion of an 
interim system associated with a corporate officer filing program insti
tuted in the current fiscal year. 

It is estimated that the Secretary of State will remit to the General 
Fund revenues of $4,578,871 during fiscal year 1971-72, an increase 
of $485,767 or 11.9 pereent over this year's estimated revenues. This 
increase is due to anticipated increase in filing fees collected. 

Table 1 is a summary of the workload data for the past three years 
for the five functional programs discussed. 
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Table 1 
Workload Data By Program 

Program and Output 
Corporate Filings Program 

Number of corporate documents 
filed _____________________ , ___ _ 
Statement of officers filed _____ _ 

Elections Program 
Voters registrations _________ _ 
Candidates certified _________ _ 

lj'innncing Statements Program 
Number of statements and 
notices filed ____________ "- ___ _ 
Number of certificates issued __ 

Notary Public Program 
Number of notaries public 
appointed __________________ _ 

Archives Program 
Archives material ___________ _ 
Accessions __________________ _ 
Documents processed ________ _ 
Documents laminated (pages) __ 

Actual Estimated Estimated 
1969-70 1970-71 1971-72 

46,838 47,100 49,350 
175,000 183,000 

7,661,633 8,700,000 9,000,000 
885 615 900 

157,793 161,000 166,158 
32,723 34,346 35,720 

24,566 26,731 28,068 

29,253 cf 31,000 cf 32,000 cf 
1,257 cf 2,250 cf 1,250cf 

566 cf 1,750 cf 1,250 cf 
1,400 2,800 3,500 

ELECTIONS PROGRAMS 

Percent 
change over 

1970-71 

4.7 
4.6 

3.4 

3.2 
4.0 

5.0 

3.2-
-4.4· 
-2.9 

2.5 

As a result of federal legislation granting 18-year·olds the voting· 
privilege and a Supreme Court ruling which reduces the state residency 

. requirements from one year to ninety days, the Secretary of State 
anticipates an increase of approximately 1.5 million voter registrations 
over the approximately 8 million now registered. 

The federal legislation gives 18- to 20-year-olds the privilege of 
voting for President and congressional candidates only. In the absence 
of state legislation granting this group full enfranchisement, local gov
ernment can expect an overall increase in cost of between 10 percent 
to 20 percent or from approximately $0.8 million to $1.6 million per 
election for the preparation, printing and distribution of separate 
ballots, one for 18- to 20·year-olds and one for the remaining registered 
voters. If the Legislature passes legislation enfranchising the 18- to 
20-year-olds in state and local elections, the anticipated increased local 
cost of elections will be reduced significantly. However, costs will still 
increase because of the increased voter registrations. 

ARCHIVES PROGRAM 

As State Archivist, the Secretary of State is engaged in a program 
of restoration and preservation of valuable documents, papers and arti
facts. Since late 1966, a laminating machine has been used as the 
principal method of restoring and preserving documents. The lamina
tion process involves a careful preparation of the document, including 
the delicate process of deacidification, and· the lamination of the docu
ment with a plastic material. The archivist has pioneered this technique 
and gets frequent reqnests from. outside concerns for laminating 
services. 
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Secretary of State-Continued 

The major undertaking to date has been the restoration of the Cali
fornia State Census of 1852 which contains valuable population data 
for the Gold Rush and early statehood era. The documents being 
restored are oversized and some are badly decomposed, making lami
nation a delicate process. This project is about 60 percent complete. 
Other workload has included the restoration of many individual state 
documents and artifacts as well as some work performed at cost for 
outside concerns (the Nevada State Constitution was restored during 
the past year). Outside work has been kept to a minimum however 
because of the workload of state documents. 

CORPORATE FILING PROGRAM 
New Legislation 

As a result of legislation passed during the 1969 session, the Secre
tary of State, between April 1 and July 1 of this year and each suc
ceeding year, will receive for recordation information not formerly 
filed regarding corporations and their agents .. As indicated by Table 1, 
175,000 filings are expected this fiscal year and 183,000 are expected 
during the next fiscal year. The Secretary of State, in accordance with 
law, has set a $3 filing fee for this activity to cover administrative 
costs. Fees collected are remitted to the General Fund. 

Consultant Study 
Anticipating that the entire process could be automated, the Secre

tary of State made a preliminary budget request to the Office of Man
agement Services and the Department of Finance for upgrading its 
data processing equipment and for additional personnel.to handle the 
design and implementation of the new program. Because the depart
ment took the position that it must have its own computer facility and 
because the Office of Management Services was in the process of pre
paring a statewide plan for consolidation of computer facilities, it 
was decided that a management consultant firm would be retained to 
examine the entire data receipt, storage and retrieval requirements of 
the department, including financial filings, election requirements and 
the new corporate filing applications. Major findings contained in the 
consultant report of March 1, 1970, included: (1) the Secretary of 
State had not accurately defined its data processing requirements in 
its initial request for an upgrade, (2) additional personnel and data 
processing equipment would be required to meet the level of service 
planned by the Secretary of State, (3) a number of alternatives exist 
for providing the data processing capacity required, inclnding sharing 
of electronic data processing resources, (4) objections to shared data 
processing facilities raised by the Secretary of State have no significant 
management or technical validity, and (5) all alternatives reviewed 
have significant obstacles which must be overcome before anyone 
alternative will be reasonably successful. 

Based on the above findings the consultant recommended that the 
·Secretary of State: (1) develop an interim system which would meet 
the minimum requirements of the new program; (2) develop concur
rently a system which meets the long-range requirements for a com-
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bined corporate index and officer nanie system; (3) implement the 
interim system with the present computer configuration; and (4) once 
the interim system is operational, reevaluate the alternatives considered 
by the consultant. 

As a result of the consultant study, the department, with assistance 
from the Office of Management Services, designed an interim corporate 
officer filing system and submitted to the Legislature an amendment 
to the 1970-71 budget requesting $202,767 to implement and operate 
the system. The Legislature approved the request and, concurring with 
the consultant's findings, expressed its intent that the Secretary of 
State receive its data processing services from the shared computer 
facility being developed at the Department of General Services. The 
Legislature also directed that the Secretary of State and the office of 
Management Services take appropriate steps to implement its intent 
and report their progress to the Joint Legislative Budget Committee 
by June 1, 1971. 

State Master Plan for Electronic Data Processing 

In May 1970, the Office of Management Services (OMS) published 
the Long-Range Master Plan for the utilization of electronic data proc
essing in the State of California. The plan, as approved by the Gov
ernor's cabinet and the State Electronic Data Processing Policy Com
mittee, creates seven consolidation groups for the purpose of analyzing 
common needs and consolidating computer services wherever possible. 
Each state agency is a member of a consolidation group. The Master 
Plan placed the Secretary of State in Consolidation Group No.4 which 
includes Public Employees Retirement System, State Teacher's Retire
ment System, Veterans Affairs, Franchise Tax Board, State Controller, 
State Personnel Board, and State Treasurer. However, Consolidation 
Group No. [4 does not include the Department of General Services. It is 
apparent therefore, that the Secretary of State has two directives, one 
from the administration which directs consolidation with the other 
members of Consolidation Group No. 4 and one from the Legislature 
which provides that it should receive its data processing services from 
the Department of General Services. As a result of this incongruence, 
the Secretary of State, under direction of the Office of Management 
Services and in conjunction with consolidation Group No.4, has begun 
an analysis of its data processing requirements. It is intended that the 
findings of this effort will provide a basis upon which to evaluate all 
the alternatives for service to the Secretary of State. It is anticipated 
that the findings and recommendations reSUlting from this effort will 
be contained in the progress report to the Joint Legislative Budget 
Committee required June 1, 1971. 

Expanded Filing Program for 1971-72 

The Secretary of State is also unilaterally planning to develop and 
expand the present computer system to meet the long-range needs for 
corporate information. The department requires funds during fiscal 
1971-72 to take additional steps toward that goal. However, since the 
required analysis and planning have not as yet been completed for ex_ 
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Secretary of State-Continued: 

panding the system, the proposed budget for fiscal 1971-72 does not 
provide funds for this purpose. The department plans to request a 
budget augmentation during the early part of the legislative session 
and expects to provide supporting justification at that time. 

In the absence of a specific budget request and a detailed justifica. 
tion from the department, we are unable to make an analysis of the 
proposed systems expansion. Further, Consolidation Group No. 4 has 
not concluded its analysis of the information requirements of the Secre
tary' of State.' We therefore withhold any recommendation pending re
ceipt of these documents. 

,HERITAGE PRESERVATION COMMISSION 

Item 57 from the General Fund Vol. I p. 179 Budget p. 4()' 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase-None 
Total recommended reduction ________________________ _ 

GENERAL PROGRAM STATEMENT 

$800 
800 
634 

None 

The Qalifornia Heritage Preservation Commission was created by 
Chapter 1938, Statutes of 1963, and continued 'by Chapter 1383, Stat· 
utes of 1965. The Commission is composed of the Secretary of State,· 
who serves as the commission secretary, representatives of four desigM 
nated state agencies, a private college or university, six private citizens 
appointed by the Governor, and two members of each house of the Leg
islature. Members serve without compensation and meet on an irregular 
basis, usually four times a year. 

The purpose of the commission is to advise the Secretary of State, 
whose duty it is to preserve historical and otherwise valuable docu
ments, on matters regarding the identification, restoration and preserva
tion of such documents. The commission will provide a report of its 
activities to the 1971 Legislature. 
ANALYSIS AND RECOMMENDATIONS 

The commission has requested $800 to provide for travel and general 
administrative expenses during the 1971-72 budget year. 

We recommend approval. 
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STATE TREASURER 

Item 58 from the General Fund Vol. I p. 180 Budget p. 41 

Requested 1971-72 ----c-------------------------------- $958,815 
Estimated 1970-71 ____ ~~_~ ____ . _ _' ____________ ~__________ 958,815 
llctual 1969-70 ________________________________________ 896,267 

Requested increase-None 
Total recommended reduction ____________________________ None 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

. ·1. We recommend that the Treasurer use optical character 135 
recognition (OCR) equipment during the budget year to process 
its increasing warrant workload. 

2. The Districts Securities Commission will be supported en- 137 
tirely from reimbursements in the budget year. We support this 
change in funding. 
GENERAL PROGRAM STATEMENT 

The State Treasurer is charged with the following responsibilities: 
1. Provide custody for all money and securities belonging to, or held 

in trust by the state; 
2. Invest temporarily idle state and other designated funds; 
3. Pay warrants and checks drawn by the State Controller; 
4. Prepare, sell and redeem general obligation bonds of the state; 
5. Prevent the issuance of unsound securities by districts and by 

other agencies. . . 

These responsibilities are implemented through the six programs 
shown in Table 1. 

Tabl" 1 
Program Requirements of the .State Treasurer 

Man-years 
Actual Estimated Proposed 

1969-70 1970-711971-72 
Bond sales and service _____ _ 
Investment services ________ _ 
Paying and receiving ______ _ 
Trust services ____________ _ 
District securities _________ _ 
Administration (costs distrib-

uted to other programs) __ 

10 10.3 10.3 
4 4 4 

22.6 28.5 27.5 
11.6 12.9 12.9 

4.9 9.1 9.1 

12.9 14 14 

Actual 
1969-70 
$264,386 

112,542 
333.088 
197.681 
166,176 

(233.328) 

Expenditures 
Estimated 
1970-71 
$299.121 

121,857 
420,231 
206,492 
194,614 

Proposed 
1971-72 
$303.678 
131,305 
464,280 
226.052 
189,488 

(270,986) (293,699) 

Totals ________________ 66 78.8 77.8 $1,073,873 $1,242,315 $1,314,803 
Reimbursements _____________________________ -177,606 -283,500 -355,988 

Genera! Fund cost ___________________________ $896,267 $958,815 $958,815 

Higher operating expenses and merit salary increases account for 
most of the 5.8 percent increase in total expenditures in 1971-72. 
Higher reimbursements, however, will completely oll'set the increase 
and, as a result, there will be no change in the General Fund support. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
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State Treasuerer-Continued 
BOND SALES AND SERVICE 

This program includes the issuing, selling, servicing, and redeeming 
of all General Obligation Bonds, State Building Certificates and Cali
fornia State College Revenue Bonds. Bond servicing and brochure 
costs, reimbursed from individual bond funds, are estimated at $65,000 
in the budget year. 

Bond Sales Improved. The Treasurer's bond marketing volume is 
shown in Table 2. 

Table 2 
Treasurer's Bond Sales 

Actual 
1969-70 

Yalue of bonds sold, in millions ___________ $829.7 
Average interest rate ____________________ 5.9% 

lilstimated 
1970-71 
$610 

5.5% 

E8timated 
1971-7~ 

$630 
5.7% 

The increase in bond sales during the current and budget years is 
attributable to: (1) the passage of Proposition 7 on the June 1970 ballot 
which authorized higher interest rates, and (2) an improvement in the 
bond market. 

INVESTMENT SERVICES 

The main objective of this program is to maximize the interest return 
on state investments. The Treasurer, under the direction of the Pooled 
Money Investment Board (composed of the Treasurer, State Controller 
and Director of Finance) is responsible for the investment of idle state 
funds. 

The investment program provides services for the Pooled Money In
vestment Account (composed of temporarily unused balances from the 
General Fund and other state funds which joined the pool) and sev
eral other independent state funds, which utilize the Treasurer's serv
ices for their investment program. These independent funds include the 
State Highway Fund, the Condemnation Deposit Fund (money held 
in trust as a result of condemnation proceedings) and the Unemploy
ment Compensation Disability Fund. During the past fiscal year, some 
4,800 investment transactions, totaling over $40.5 billion were com
pleted. Table 3 compares interest earnings from the Treasurer's in
vestment service during 1968-69 and 1969-70 fiscal years. 

Table 3 
Investments by the Pooled Money Investment Board 

(millions) 
1968-69 1969-70 

Average Average 
daily daily 

Investment amount Percent amount 
program inve8ted Earnings yield invested Earnings 

Pooled Money __ $1,256.6 $75.7 6.02% $1,184.5 . $83.0 
Condemnation __ 44.7 2.5 5.59. 31.4 1.8 

Total ------- $1,301.3 $78.2 $1,215.9 $84.8 
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A portion of the idle state funds is not invested. It is left in non
interest-bearing bank accounts (called "compensating balances") with 
nine banks to compensate them for warrant and deposit handling serv
ices. The size of the compensating balances, determined on a formula 
basis, is governed by the prevailing interest rates. Table 4 shows the 
distribution of investments, including the compensating balances dur
ing 1969-70. 

Table 4 
Distribution of the Average Daily Amounts of Temporary Idle Funds 

in the Pooled Money Investment Account During 1969-70 
(millions) 

Di8tribution 
investment in securities ______ .. ___________ _ 
Investment in time (savings) deposits ____ '_ 
Loans to General Fund __________ .:.. ______ _ 

A:verage 
daily 

balances 
$946.4 

225.2 
13.4 

Total investments ______________________ $1,185.0 
Compensating balances ___________________ 39.5 
Bond and coupon collection service _______ _ 

Total ________________________________ $1,224.5 
1 Reimbursement 1n form of direct payment, instead of compensating balance. 

Interest 
earnings 

$67.8 
14.2 

lo() 

$83.() 
None 

$83.() 

Percentage 
yield. 

7.16% 
6.32 
7.23 

7.00% 

Lower Investment Earnings Expected. Due to the recent easing of 
the money market and the continued sluggishness of investment de
mand, the Treasurer expects investment earning~ in the current and 
budget years to be below the record level of 1969-70. 

The investment program also includes deposit of state moneys in 
time bank (savings) accounts. The total amount to be deposited is 
determined by the Pooled Money Investment Board, but the allocation 
\>f the designated amount among the depository banks· is determined by 
the Treasurer. 

Starting in June 1970, the Treasurer, on approval of the Pooled 
Money Investment Board, reallocated investments by shifting funds 
from government. securities to short-term bank time deposits. Table 5 
shows that the regular time deposits (normally one year maturity) 
were $225 million per month, but short-term (30 to 89 days) time de, 
posits ranged from $75 million in June to $340 million in July of 
1970. The Treasurer invested in these short-term deposits because: 

1. The Federal Reserve Board removed the interest rate ceilings on 
these deposits, and 

2. Banks were anxious to obtain these state funds, and pay a high 
interest rate, because they needed these substitute savings to compen
sate for the decline in commercial paper investments. During this time 
period, these short-term time deposits yielded a higher interest rate 
than security investments. 
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State Treasurer-Continued 
Table 5 

Treasurer's Investments in Bank Time Deposita During 1970 
(millions) 

Regular 
Month Deposits 

January ____________________________ $225 
February ____________________________ 225 
March ______________________________ 225 
April _______________________________ 225 
Iday ________________________________ 225 
June ________________________________ 225 July ________________________________ 225 
August ______________________________ 225 
September ___________ c_______________ 225 
October _____________________________ 225 
November ___________________________ 225 
December _____________________________ 225 

Monthly average ____________________ $225 
1 Seven-m(lnth average. 

Short-term 
Deposita 

$75 
340 
319 
264 
201 
337 
179 

$245 • 

Item 58 

Total 
$225 

225 
225 
225 
225 
300 
565 
544 
469 
426 
562 
404 

$470 

Another investment program responsibility is to insure that the 
state's time deposits are sufficiently collaterized with securities by the 
depository banks at all times. The minimum legal requirement for 
such collateral is 110 percent of the time deposit. The portfolios used 
as collateral must be reviewed periodically to insure that changing 
market ·conditions have not eroded the value of the securities below 
the required minimum. 

PAYING AND RECEIVING 

This program provides banking services for state agencies. It in
cludes depositing tax collections, redeeming warrants issned by the 
State Controller and other agencies, and acconnting for state time 

. deposits placed in banks throughont California. These activities sup
plement the investment program by providing the necessary reporting 
On the state's daily cash position and furnishing information used 
in calculating the "compensating balance" formula. 

Workload IncreMe Anticipated. Table 6 shows that the Treasurer's 
office processed 8,785,000 warrants during 1969-70, or an average of 
34,600 per working day. During the budget year, the volnme of war
rants could be substantialy increased, because processing of Medi-Cal 
payments is expected to become part of the Treasurer's workload and 

Table 6 
Potential Workload of the Treasurer's Paying and Receiving Program 

. (thousands) 
Agency trust warrants 

Fiscal Disability 
year Regular insurance Medi-Oal 

1969-70 ____ 1,322 1,255 1 

1970-7L ___ 1,3S1 2,830 
1971-72 ____ 1,450 3,034 2,165 2 

1972-73 ____ 1,523 3,252 2,316 
1 Included In the trust system starting January 1, 1970. 
t Expected to Btart during the budget year. 

Oontroller warrants 
With-

Regular holding 
6,208 
6,487 
6,778 750 3 

7,083 4,850 

Total 
8,785 

10,698 
14,177 
19,024 

S Subject to adoption of a withholding plan by 1911 Legislature with July 1 effective date. 
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there is a possibility that the Legislature may adopt personal income 
tax withholding. If the latter occurs, the Treasurer.will have to process 
about 750,000 income tax refund warrants in addition to the other work· 
load. These two contingencies mean that the Treasurer's warrant 
processing workload may be increased by almost one-third during the 
budget year. :, •... :'" , . . 

An anticipated workload of this magnitude requires a sophisticated 
electronic data-processing capability (EDP) with adequate backup to 
insure uninterrupted processing of the daily volume. Furthermore, the 
Treasurer has to meet a 4 :00 p.m. deadline to compute the state's daily 
cash position. 

Data-Processing Problem Continues. The agency's data-processing 
problem, outlined in our previous Analysis, has not been resolved. The 
Treasurer participated in the experimental optical character recogni. 
tion (OCR) test program conducted by the Department of General 
Services on equipment provided by Recognition .Equipment Incorpo
rated (REI) on a rent-free basis. The department's summary report 
on the test indicated that reading and recording of warrants by the 
OCR equipment was 95 percent successful. The other 5 percent was 
handled through a reentry process. With regard to meeting the Treas
urer's deadline, the report estimated that the chances for meeting it 
with the OCR equipment are six to seven times better than using the 
present RCA Spectra 70 system. The OCR testing period ended in 
December 1970, but due to inadequate test utilization and lack of 
workload commitment by other agencies, no firm cost figures could be 
developed. Negotiations are currently being conducted with REI for 
retention of this equipment. 

COntin!!Cd Testing Needed. As a result of the uncertainty of the 
availability and cost of the OCR equipment, the Treasurer's proposed 
EDP budget for the 1971-72 fiscal year is based on continued utiliza
tion of the RCA Spectra 70 system. Calculations by the Department of 
General Services, based on preliminary cost figures, show it potential 
savings of $2,250 per month by usin~ OCR processing. The Treasurer 
generated cost data showing OCR slightly higher than those based on 
the present system. The Treasurer is also considering the utilization 
of magnetic character recognition (MICR) equipment, currently used 
by banks, as a possible alternative for the solution of its warrant 
processing problem. Firm cost data, based on actual test application is 
needed for all the proposed alternatives to select the most suitable and 
economica1 system. 

An Interim Solution. If the Department of General Services and' 
Recognition Equipment Incorporated are able to agree upon an accept
able contract to retain the OCR equipment. we recommend that the 
Treaslwer's office use this OCR equipment during the budget year to 
process its increasing warrant workload. We base this recommendation 
upon the Department of General Services' report that this equipment 
can effectively handle the workload. It also affords the Treasurer the 
time necessary to evaluate alternative proposals, such as MICR. 
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In addition, retention of the OCR equipment would allow other state 
agencies the opportunity to continue feasibility studies on the applica
tion of this equipment to their particular EDP workload. If subsequeut 
tests justify feasible and economical application and, if workload commit
ments are received from other agencies, tben definite hourly cost figures 
could be calculated. This process could lead to successful establishment 
of a central service installation with the capability to serve the EDP 
needs of several state agencies, resulting in substantial savings for the 
state. 

TRUST SERVICES 

This program provides for the safekeeping of all state-owned secu
rities in the Treasurer's vault or in approved depositories. The secu
rities are held under agreement between the Treasurer and the banks 
or trust companies and are under the Treasurer's control. 

The total value of securities held at the end of fiscal 1969-70 was 
$7.4 billion. The Treasurer's use of TWX communication system for 
the settlement of securities traded resnlts in considerable savings in 
transportation and insurance costs, in addition to savings accruing 
from prompt settlements. 

Other trust activities include the preparation and keeping of agree
. ments on the state's time deposits, the control and maintenance of the 
required collaterals on these time deposits, as well as clipping and proc
essing of coupons for the collection of interest on bonds held. The 
Treasurer expects to receive an estimated $75,000 in the current year 
and $100,000 in the budget year as reimbursements for collection and 
transfer-agent costs from the various state agencies for handling of 
their securities. 

DISTRICT SECURITIES COMMISSION 

The 1969 Legislature terminated the District Securities Commission 
as a separate entity and transferred it to the State Treasurer. Its pres
ent staff of 9.1 man-years, consists of an executive secretary, assistant 
executive secretary, three engineers, an auditor and clerical support. 

The prime function of the commission is the technical and fiscal 
evaluation of construction projects proposed by water and certain other 
districts. Its main objective is to promote. sound financial programs for 
districts in order to prevent excessive indebtedness and thereby protect 
the public against the issuance of unsound securities. 

Table 7 indicates funding for the Districts Securities Commission. 
Table 7 

Budgetary Support for the District Seourities Commission 
Actual Estimated E8timated 

1969-70 1970-71 1971-72 
Program costs ________________________ _ 
Reimbursements ______________________ _ 

$166,176 $194,614 $189,488 
-137,000 -189,488 ---General Fund cost _________________ _ $166,176 $ 57,614 
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Iu our previous Analysis, we recommended that the commission be 
entirely funded by inspection fees charged to the local districts which 
use its services. These fees would be reimbursement's, i.e., not included 
in budgetary totals, and the expenditures of the commission would be 
limited by the amount of fees collected. For example. if actual receipts 
fall below estimates in the budget year, then the commission would have 
to reduce its E'xp('nditures or receive an alloeation from the En;tergency 
Fund. The Legislature did not adopt this recommendation, but the 
conference committee on the budget instructed our office and the Treas
urer to evaluate how the commission could be put on a fully reimburs
able basis for the 1971-72 fiscal year. It also asked us to evaluate the 
feasibility of transferring the commission to the Public Utilities Com
mission. 

District Sewrities Commission Sho!!ld Be F!!Uy Reimb!!rsable. Our 
reevaluation is that the commission can and should be supported en
tirely from fees charged to the local districts which use its services. 
The Governor's proposed 1971-72 Budget supports this position by 
placing the commission on a fully reimbursable basis. Historically, fee 
collections have been consistently below budget estimates. The commis
sion attributed this discrepancy in collections to the slowdown in con
struction activity during the last two years, but. it now contends that 
its existing fee schedule will produce sufficient revenue to cover its 
costs in the budget year. This is based on the assumptions that the 
increase in federal funds and the improvement in the bond market will 
result in an upturn in district construction activity during 1971-72. 
We wo!!ld recommend that the commission observe the trend of actual 
fee coUecUons during the remainder of this fiscal year and if revemICs 
contin!!e to faU below estimates, then an upward adj!!stment sho!!ld 
be made in these fees at the beginning of the b!!dget year. We also S!!g
geiff that the commission alter its fee coUection sched!!le in order to 
obtain a larger portion of the total fees at the beginning of its-review 
of these projects. 

If the commission takes these corrective actions, the fees should pro
vide sufficient revenues to cover costs, and there would be no need to 
transfer these activities to the Public Utilities Commission. Our rec
ommendation of the possible transfer was made only as a substitute in 
the event the commission could not operate on a reimbursable basis .. 

ADMINISTRATION 

The administr/ltive staff, under the direction of the Treasurer and 
deputy treasurer provides supervision for the management of the agency 
and its programs. Its total costs are allocated to the five other programs 
under its direction. ) 
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DEPARTMENT OF FINANCE 

Item 59 from the General Fund Vol. I p. 186 Budget p. 42 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase-None 
Total recommended rednction ________________________ _ 

$4,091,000 
4,091,000 
4,041,850. 

$56,396 

. An.alY8i8 
SUMMARY OF MAJOR iSSUES AND RECOMMENDATiONS page 

1. We recommend elimination of the chief financial economist 140 
($24,512) because it is vacant and its responsibilities have been 
transferred to the program managers. 

2. We "ecommend deletion of the newly created specialist I, 141 
position ($17,268) which has been substituted fm' the vacant 
chief, program and policy office. 

3. We recommend disapproval of one personnel assistant I 141 
($6,420) and one senior stenographer ($8,196) requested for the 
budget division, because the division has sufficient clerical staff 
to handle the indicated increase in workload. 

4. The audits division shifted a majority of its personnel into 143 
special management studies and plans to audit state agencies 
on a sharply reduced schedule. 

5. It is recommended that approval of the 1971-72 req"est 147 
for the bu.dget data system be withheld pending receipt and 
approval of a management plan of implementation. 

GENERAL PROGRAM STATEMENT 

The Department of Finance advises the Governor regarding the 
fiscal condition of the state and assists in the preparation and enact
ment of the Governor's budgetary and legislative program. Currently 
the department is composed of an executive office and two divisions: (1) 
the budget division which is responsible for evaluating existing state 
programs and the preparation of the Governor's Budget, and (2) the 
audits division which is responsible for program compliance. 

For the second time in two years the Department of Finance has 
undergone a major program reorganization. In 1969, the department 
was relieved of a substantial amount of its central control responsibil
ities for budgetary review and administration. In the past, the Budget 
Division received budget requests from the department, conducted hear
ings and then, based upon policies approved by the Governor, deter
mined a level of support for each program. The current budget was 
prepared largely by the agency secretaries with Budget Division per
sonnel made available to the agencies as a staff resource. The 1969 re
organization involved only the Budget Division. 
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1970 Reorganization 

The 1970 reorganization affected the department gel\erally and in. 
summary involved the following programs: . 

1. The program and policy unit, which was part 'of the executive of
fice, was eliminated and its personnel transferred to the Budget Di
vision. 

2. Management direction of the revenue and population estimating 
section in the Budget Division was transferred to the program budget 
managers when the chief financial economist position became vacant 
during the current fiscal year. 

3. A new career- executive assignment series at the staff level was 
created within the Budget Division. 

4. About 60 percent of the professional staff in the audits division 
was shifted from regular agency audit assignments to special manage
ment studies during 1970-71... 

5. The Los Angeles office of the Audits Division was closed during 
the current fiscal year. 

Empha,sis on Special Management Studies in 1970-71 

Prior to 1969-70 there were only 11.9 staff level analysts in the 
department who were working on assignments not directly related to 
an agency's budget or compliance program. This number includes the 
eight analysts then assigned to the Program and Policy Office. When 
the Budget Division was reorganized in 1969, a staff resource pool was 
created within this division with an initial complement of 24.5 analysts. 
The number of staff level personnel within the department who were 
working on special studies, or were part of a Budget Division resources. 
pool, increased to 77.1 man-years when the Audits Division at the 
beginning of the current year was directed to allocate 48 additional 
positions to. special management studies. Conversely, the number of 

Table 1 
Allocation of the Professional Staff of the Audit's Division and 

Budget Division Between Agency Assignments and Special Studies 
Man-years 

1968 69 1969 70 1970-71 Ohange from 
aotual actual estimated 1968-69 

Audits Division 
Agency audits _________________ 101.4 95.0 32.0 -69.4 
Special management studies______ 0 3.0 01.0 51.0 

SubtotaL ____________________ 101.4 98.0 83.0 -18.4 
Budget Division 

Budget assignments ____________ 48.0 38.0 34.9 -13.1 
Budget control _________________ 13.0 13.0 14.0 +1.0 
Finance and population research__ 17.0 13.5 14.0 -3.0 
Staff reSOurce pool"'7_____________ 11.9 24.5 26.1 +14.2 

SubtotaL____________________ 89.9 89.0 89.0 . -0.9 
Total, Department of Finance 

Audits and blldgets ______________ 179.4 159.5 94.9 -34.5 
Resource pool and special studies__ 11.9 27.5 77.1 +65.2 

Total professional staff ____________ 191.3 187.0 172.0 -19.3 
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analysts and auditors directly assigned to agency budgets and com
pliance programs decreased from 159.5 positions in 1969-70, to 94.9 
positions during the current year. Table 1 traces the growth in the 
number of personnel assigned to special studies as a result of the 1969 
and 1970 reorganizations. 

BUDGET DIVISION 

During the current and budget years this division will have 128.8 
man-years, consisting of 89 professional and 39.8 clerical positions. 
Table 1 shows that 34.9 of the professional positions were assigned to 
specific budgets. This group is able. to call upon the "staff resource 
pool" for special studies and to provide manpower when temporary 
increases in workload develop. 

The direct budget staff is divided among four program units, each 
headed by a program manager. This distribution is shown in Table 2. 

Program nnits 

Table 2 
Staff of the Program Units in the Budget Division 

.Man-years 
A.ctual Estimated 

1969-70 1970-71 

Education ____________________________________________ 9.5 9.5 
Human Relations _____________________________________ 12.5 9.4 
Agriculture and GovernmenL___________________________ 10.0 10.0 
Resources, Business and -TranspOl'tatioD__________________ 6.0 6.0 

Total professional stnff_______________________________ 88.0 34.9 

A fifth program, Financial and Population Research, was until the 
current year the responsibility of the chief financial economist. 

We recommend elimination of the vacant chief financial economist 
position for a General Pund saving of $24,512. 

This position formerly supervised a 23-man section (14 professionals 
and 9 clericals) which prepared the Department of Finance's revenne 
estimates, projected economic conditions and compiled the Governor's 
annual economic report, and estimated both state and local populations. 
The chief financial economist also represented the administration before 
legislative tax committees and was the department's principal adviser 
on tax matters. After this position became vacant during the current 
fiscal year, the department reorganized this section by transferring the 
management control of: (1) the revenue estimating and economic nnits 
to the program budget manager for agriculture and government, and 
(2) the population unit to the program manager for Resources, Busi
ness and Transportation. As a result, these units will not be directed by 
a specialist, but will become one of many functions reporting to these 
two program managers. 

The department proposes to retain this position, even though it has 
no assigned duties, in the event the reorganization plan is not effective. 
Our position is that it should be abolished because it bas no assigned 
duties. If the reorganization is not effective, the department can request 
reestablishment of the position in a subsequent budget. 
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~rogram and Policy Office Abolishe~ 

This office was first created in 1963 and has been located in the 
execntive office of the director. The duties of the office have centered 
on assisting in the development and implementation of the Governor's 
legislative program and in .the development of new programs. Table 3 
summarizes the staffing pattern of the office in 1969-70. 

Table 3 
Staff ~f the Program and Policy Office 

Position 1969-"10 
Chief _____________________________________________________________ 1.0 
Senior program and policy consultant, C.E.A. ________________________ 3.0 
Senior bndget analyst ______________________________________________ 1.0 
Programmed policy consultant, C.E.A. _______________________________ 2.0 
Clerical ___________________________________________________________ 2.3 

Total ___________________________________________________________ 9.3 

This office was abolished in January 1971 and the staff was trans
ferred to the "staff resource pool" in the budget division. 

We recommend deletion of the newly created specialist I position, 
which is the substitute for the vacant position of chief, program and 
policy office. This redltction will be a General Pnnd saving of $17,268. 

The position, chief, program and policy, became vacant October 1, 
1969, and was reclassified to an education specialist I on June 1, 1970. 
However, this office continued to exist until January 1971. This re
classification was not approved by the Legislature. 

We believe that it was improper to reclassify this leadership position 
to a staff level function without legislative review while the office 
remained independent of other operating units in the department. 
Now that the office has been abolished, and its staff merged with the 
Budget Division, there is no longer any justification for this position. 
Likewise there is no convincing justification for an educational special
ist. The department could have handled any increased workload in this 
area by using one of the 25 man-years in the staff resource pool. 

We recommend disapproval of one personnel assistant 1 ($6,420) 
and one senior stenographer ($8,196) requested for the Budget Di
vision. 

These two positions are requested to replace personnel training 
services formerly provided under contract with the Department of 
General Services. This service involves the processing of Budget Di
vision personnel documents and scheduling personnel attendance in 
training In.'ograms. The. Budget Division presently has a personnel 
administration capability and has sufficient clerical personnel to handle 
this relatively minor increase in workload without adding staff. 

C.E.A. Classification Extended to Staff 
The career executive assignment (CEA) program was authorized by 

the IJegislature in 1963 to increase management flexibility in the 
assignment and removal of civil service executives to specially des
ignated positions with major administrative and policy influencing 
responsibilities. This is accomplished through two principal provisions: 
(1) the appointing authority can select from among 10 qualified com-
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petitors compared to three for non-CEA civil service positions, and 
(2) employees gain no tenure rights to CEA positions. Termination 
of an assignment is not a disciplinary matter and cannot be appealed 
on grounds other than for racial, religious, or political reasons. 

The career executive assignment program was adopted by the 
Budget Division when four Program Budget Manager, CEA positions 
were established during the 1969 reorganization. 

During the current year a new CEA series was established, that of 
principal program budget analyst III and II. The program budget 
analyst I is a new civil servi.ce series with a salary range one step above 
the senior budget analyst level. The new and former position classi
fication structure in the budget operations section are contrasted in 
Table 4. 

1971-72 
Monthly 

salary range 
$1,882-$2,288 

1,708-2,076 

1,475-1,793 

;1.,475-1,793 

1,405-1,708 

1,337-1,626 

1,273-1,548 

1,048-1,273 

863-1,Q48 

Table 4 
Budget Operations Position Classifications 

1969-70 Contra,sted with 1970-71 

1969-70 1970-71 
Position Number P08ition Number 

~h~ef, Bn,dget Division, 
civil service _________ 1 

Chief, Budget Division, 
civil service __________ 1 
Program budget manR Program budget man-
ager, CEA ___________ 4 ager, CEA ________ ..:.__ 4 

Assistant chief budget Assistant chief budget 
analyst, civil service___ 6 analyst. civil service___ 6 

Program budget analyst 
III, CEA ___________ 1 

Program budget analyst 
II, CEA ____________ 3 

Program budget analyst 
I, civi.l service _______ 9 

Senior budget analyst, Senior budget analyst, 
civil serl'ice __________ 21 civil" service _________ 11 
Associate budget ana- Associate budget anaR 

lyst, civil service ______ 29 lyst, civil service _____ 26 
Assistant budget nnaR Assistant budget anaR 

lyst, civil service ______ 5 lyst, civil service _____ 5 

Subtotal _____________ 66 Subtotal ____________ 66 

In 1969-70 there were four C.E.A. positions within the budget divi
sion established at the management level. In 1970-71 an additional 
four were established, all at the senior staff level. The department's 
reasons for creating the new C.E.A. series is based upon the following 
proposal presented to the Personnel Board: 

The proposed new class series of principal program budget analyst I, 
II, and III, describes a group of positions that have primary re
sponsibility for the budget of a specific program such as the Re
sources Agency, Department of Mental Hygiene, or Public Health 
and Industrial Relations. Incumbents are expected to provide creative 
leadership and program expertise in developing program alternatives 
for the consideration of the Director of Finance, line departments, 
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agency secretaries, and the Governor in the budget area for which 
they are responsible. They will obtain assistance from lower level 
analysts on a project basis or be temporarily assigned' a staff de
pending on the conditions of the program assignment. 

We indicated last year that the creation of a C.RA. series at the 
management level would provide the department sufficient supervisorial 
flexibility to carry out the Governor's budgetary and legislative pro-
gram. -

We do not believe that the newly created principal program budget 
analyst series describes a sufficiently new or different program assign
ment to warrant a C.E.A. designation. The assignments described in the 
department's C.E.A. proposal continue those responsibilities which have 
been traditionally the responsibility of the civil service senior budget 
analyst series. 

Before the new C.E.A. series was established, the division had a total 
of 27 assistant chief and senior budget· analysts. This pool of senior 
level civil service analysts should provide the department sufficient 
flexibility in making policy level assignments without recourse to a 
C.E.A. system of appointment. 

AUDITS DIVISION 

Traditionally, this division attempted. to audit aU state agencies in
cluding state colleges every two years. In the past the audits focused on 
fiscal compliance, but in recent years they have been expanded to in-

. clude a management performance audit of each state agency. Table 5-
shows that 95.0 man-years were used in these agency audits during 
1969-70 but in the current year this staff decreased to 32 man-years. 
Part of this decline is attributable to the department's decision in its 
1970-71 budget to reduce its staff by 15 man-years which in effect de
creased the emphasis on these audits. However, the major change results 
from the department's decision to shift 53 man-years into three special 
management studies covering: 

(1) Local education, grades K to 12, 
(2) Higher education including the state colleges and the University, 

and 
(3) Social welfare and health care services. 
The agency's program budget does not separately identify the alloca

tion of these audit positions to the special management studies. There
fore the data in Table 5 will not,agree with input information shown in 
the bndget. 

The agency's reference in the program budget to this shift in assign
ments states: "it will be necessary during the. budget year to minimize 
the traditional fiscal compliance performance-type audit. It will be ini
possible to continue the preexisting plan of condncting comprehensive 
field examinations of all state government on a review cycle that as
sured an audit every two years." The agency proposes to limit such 
work to reviews "in the higher risk and more sensitive areas," and will 
restrict such work to an examination of internal control procedures, 
rather than detailed verification of snpporting data, together with a 
review of the most cnrrent financial statements. 
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Department of Finance-Continued 
Table 5 

Shift in Department of Finance 
Audit Programs 

State agency audits _______________________ _ 
Special managemen t studies 

Education, K-12 ________________________ _ 
State colleges ___________________________ _ 
University of California _________________ _ 
Social welfare __________________________ _ 
Health care services _____________________ _ 

Total, special studies __________________ _ 

Total man·years __________________________ _ 

local Education Task Force 

Professional man-years 
1969-70 1970-71 

95 32 

3 

3 

98 

16 
7 

12 
4 

12 

51 

83 

Item 59 

Ohange 
-63 

16 
7 
9 
4 

12 

48 

-15 

The special management studies, termed by the department as "major 
management review projects" started in July 1970 with the assignment 
of 28 (16 man-years) auditors to a special local education task force. 
This study, completed in December 1970, involved 127 California ele
mentary and high school districts and covered the following areas: 

1. Organization and management of districts including operations 
and maintenance, transportation services, purchasing, insurance, text~ 
book utilization and a review of EDP facilities. 

2. A cost comparison between large and small districts. 
3. Workload, salary and tenure. 
4. Facility utilization and construction. 
The local education study was performed under the direction of the 

Deputy Director of Finance and will be tied in with a related study 
of policy alternatives which was prepared by the program and policy 
office. The department plans to publish a report of the audit findings 
and to circulate it to all school districts. 
Higher Education Task Force 

The Audits Division began the special examination of the state col
lege system in December 1970, with six auditors assigned to the col
leges at Sacramento, Los Angeles, San Francisco and Fresno. Both 
these studies and the task force assigned to the University will em
phasize faculty workload and utilization, and also will include a con
ventional audit examination. Table 5 shows that the department ex
pects to use seven man-years on the state college assignment during 
the current year. 

The University of California special audits will start in February 
1971 and initially involve 20 auditors (12 man-years) during the re
mainder of this fiscal year. The department intends to perform a com
prehensive examination of the entire university system during the 
budg~t year. . 
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Welfare and Health Care Services 

The welfare task force is an interdepartmental program in which 
the Audits Division has a minor role. This special study has not been 
completed. The audits division will contribute four man-years to ex
amine eligibility requirements at the county level and will begin a 
review of county administrative costs during the current year. 

The department has assigned 15 auditors (12 man-years) to the ex
amination of the health care services program. This examination will 
include a cost effectiveness study of the fiscal intermediaries and a re
view of state and local administrative costs. This study also is incom
plete. 

While these new management studies concentrate audit personnel in 
those areas where the greatest growth in expenditures has occurred, any 
recommendations which may result will be primarily advisory. Their 
effectiveness will depend either upon voluntary management acceptance 
or their implementation in law. 

We believe .that the department should have the flexibility to depart 
from its authorized audit responsibilities in order to examine critical 
policy areas. The department, however, intends to devote a considerable 
portion of its staff to these studies in the budget year and. possibly 
thereafter. Traditional agency audits, in the meantime, will be drasti
cally curtailed and while there is a risk of some loss in state agency 
fiscal control there is no way to measure such risk. 

THE BUDGET DATA SYSTEM 

In 1969, the Legislature authorized the Department of Finance 
to develop a budget data system. This system would utilize EDP 
technology to compile comprehensive fiscal information and to support 
the development, monitoring and management of the Governor's 
Budget. 

The program outputs of the budget data system include the fol
lowing: 

1. Provide automated accumulaton, summarization and verification 
of the fiscal information contained in the Governor's Budget, 
Change Books and Budget Bill; 

2. Provide responsive budgetary inquiry and analysis as well as 
demand reporting capabilities on a year-round basis. 

3. Permit comparison and review of the revenue received and the 
costs generated for all state program and organizational levels 
within a common frame of reference; 

4. Support traditional organizational line item fiscal information 
requirements as well as program requirements j 

5. Provide the flexibility necessary to accommodate incremental im
plementation for those departments which do not have established 
program structures. The system will also accept standardized 
summary level financial data as output from the varying sophis
tication levels of existing departmental accounting systems. 

cr. Provide for. the receipt and storage of output indicators in the 
detail system specifications to accommodate this data when it 
becomes available; and 
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Department of Finance-Continued 

The following table traces support for the system since its iuception. 
Budget Data System 

History of Expenditures 
1969-70 
actual 

Budget Act appropriation ______________ $88,600 
Section 28 ____________________________ 127,000 1 

1970-71 
eaJpen(litures 

$175,000 

1971-72 
proposed 
$188.927 

Total expenditures appropriated and proposed ________ ~ ___________ $579,527 
1 The department was authorized under Section 28, Budget Act or 1969, to utilize salary savings to procure 

contract programming services. 

L.egislative Analyst Involvement 

Our office has maintained a continued interest and involvement in 
the budget data system since the original proposal was submitted to 
the Legislature. In the Analysis of the Bndget Bill for fiscal years 
1969-70 and 1970-71, and in remarks prepared for a joint legislative 
budget committee hearing on the subject in May 1970, we have sup
ported the concept of this system, reported the plans and activities re
lated to the system and made a number of recommendations which 

. were adopted in the form of language in the Supplementary Report of 
the Committee on Conference relating to the 1969 and 1970 Budget 
Bills. The primar-J; objectives of these recommendations were to (1) 
guarantee that the Legislature have independent access to informa
tion through keyboard terminals; (2) require the Department of 
Finance to develop an overall management plan that integrates the 
budget data system with the program and budgeting system and en
hances the system with measures of effectiveness and output; (3) insure 
that the system be installed on a state EDP facility rather than a non
governmental EDP service center as originally proposed; (4) provide 
reports regarding the cost of designing, implementing, and operating 
the system; and (5) involve appropriate legislative staff in regular 
meetings to assist in the development of adequate budgetary in~orma
tion for the Legislature. At the request of the Senate Finance and As
sembly Ways and Means Committee, it was also recommended that 
terminal access into the budget data system by those committees be 
provided no later than July 1, 1971. 
Lack of Adequate Fiscal Information 

The budget data system final report (May 1, 1970) was required by 
the 1969 Legislature and summarized the objectives, requirements and 
design of the system. This report formed the basis of the May 13, 1970 
hearing before the .Joint Legislative Budget Committee. 

At this hearing, we prefaced our remarks with the assumption that 
the Department of Finance was committing itself to the development 
of a broad-based information system to support the program budget
ing system. We noted the loss of information by our office and the 
Legislature resulting from conversion from a line-item budget to a 
program budget format, and expressed concern that under the proposed 
system there did not appear to be a structure that would provide a guar-" 
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antee that we would not lose even more information and control be. 
cause there was no mention in the system design concept of a proposed· 
structure for actually building a budget at the operating department 
level. Neither was insight provided into the administrative decision proc
ess which, in our opinion, should include options considered and the ac
companying cost/benefit analysis necessary for the selection of all 
option. It was the absence of a plan to integrate the budget data sys
tem processes with the standard budget process that caused us to rec
ommend the development of the management plan discussed below. 

Before leaving the issue of a lack of fiscal information, it should be 
noted that on page 26 of the May 1, 1970, final report, one major bene
fit of the system was described as the ability to identify real and poten
tial fiscal problems in time to react effectively (trend development, 
revenue and expenditure discrepancies, etc.). According to the system 
description; it will be possible to generate monthly actual and revised 
expenditures on the basis of claims filed. 

At the time of the Budget Committee hearing, we discussed this 
system benefit and suggested that it might have been possible to pre
dict a shortage of funds· relating to payments for Medi.Cal drug 
claims (a crisis in Medi-Cal funding existing at that time) in order 
to react with an appropriate response. Given the current crisis in 
Medi-Cal funding, it appears that the implementation of such a system 
is mandatory for proper fiscal management. However, we again must 
emphasize that without a management plan describing how, for exam
ple, the Department of Health Care Services would be required to 
prepare its input for th" system, we will have little confidence in the 
validity of the system outputs. 

Also critically important for an integrated fiscal management sys
tem is the orderly development of automated budgeting and account
hig at the department level. We discuss the lack of c.oordination and 
control which exists in this important area under our analysis of the 
budget of the Department of General Services. 

Failure to Sub.mit Management Plan 

Item 108 of the Supplementary Report of the Committee on Confer
ence, 1970 Budget Bill, required the Department of Finance to submit 
a management plan to the Legislature by September 1, 1970, that 
would include all of the steps necessary to phase in the budget data 
system, enhance the program and budgeting system with measures of 
effectiveness and output and provide a comprehensive base of infor
mation for decisionmaking. 

The Director of Finance requested that the date for submission of 
this plan be exten.ded to January 1971. The Chairman of the Joillt 
Legislat.iveBudget Committee, in granting this request, stated that 
it was imperative for the program managers within the Department of 
Finance and the budget data system personnel to work closely in de
veloping a plan which is not solely limited to the budget data system. 

The required mUJltagement plan has not been received UJltd we there
fore withhold our recommendation on funding ihe budget data system 
for 1971-72. When the plan is received, we will prepare an analysis 
for discussion before the fiscal, committees. 
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Department of Finance-Continued 
Progress During Fiscal Year 1970-71 

Item 60 

With the development of detailed systems specifications by a private 
consulting firm and the submission of a final report in May 1970, the 
Legislature approved funds for implementation of the system during 
the current year. A contract for computer programming services was 
granted in June 1970. to the same· private consulting firm that com· 
pleted the systems design. 

The transfer of the Department of Education's computer to the De· 
partment of General Services was accomplished by legislative mandate 
on JUly 1, 1970, for operation.as the state's first "shared computer 
utility." This data·processing facility was modified to accommodate 
the requirements of the budget data system during the first six months 
of the fiscal year by adding sophisticated teleprocessing and file man· 
agement software, an improved operating system, and additional mag· 
netic disk and bulk use storage. 

Actual programming began in October 1970. The budget data system 
will be operated in parallel with the manual system during fiscal year 
1971-72 and declared operational for fiscal year 1972-73. 

The ambitious and probably unrealistic original implementation sched· 
ule of the budget data system called for parallel operations during 
the current fiscal year. Recognizing that delays would occur in develop· 
ing the shared computer utility, we suggested that this schedule be 
abandoned and a flexible schedule be developed with gradual conversion·. 

This new schedule has prompted a revision of the timetable for im· 
plementation of our terminal from January to June 1971. Similarly, 
the availability of meaningful test data in the system for use by the 
fiscal co=ittees should probably revise their terminal installation date 
from July 1971 to January 1972. 

COMMISSION ON CALIFORNIA STATE 
GOVERNMENT ORGANIZATION AND ECONOMY· 

Item 60 from the General Fund Vol. I p. 195 Budget p. 43 

Requested 1971-72 ____________ ~ _____________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 ____________________________________ _ 

Requested decrease $34 (0.1 percent) 
Total recommended reduction ______________________ ..:_ 

GENERAL PROGRAM STATEMENT 

$53,000 
53,034 

·49,043 

None 

The Commission on California State Government Organization and 
Economy was created by the 1961 Legislature to review state organi. 
zation and administrative procedures, and to promote economy and 
efficiency in state government. The commission makes its recommenda. 
tions to the Governor and to the Legislature. Altho]lgh the commission 
is part of the executive branch it operates with considerable inde· 
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pendence due to the composition of its membership-five citizens ap
pointed by the Governor, four citizens appointed by the Legislature, 
and two legislative members from each house, with no more than seven 
of the 13 members from one political party. 

The staff of the commission consists of an executive secretary and 
a senior stenographer. Commission members are reimbursed for neces
sary expenses incurred in the performance of their duties, but receive 
no salary. 

Total Expenditures 

Table 1 
Expenditure History 

Actual 
1968-69 

___________________ $49,428 

ANAL.YSIS AND RECOMMENDATIONS 

We recommend approval. 

Actual 
1969-70 
$49,Q43 

Estimated 
1970-71 
$53,034 

Propo8ed 
1971-72 
$53,000 

In 1970 the commission continued its efforts in expanding the state's 
ability to invest in banker's acceptances for further investment flexi
bility. A study of the Department of Industrial Relations has been com
pleted and the commission has drafted legislation to implement its. 
recommendations for increased savings. A pilot study to determine the 
possible need for fundamental changes in workmen's compensation 
provisions applicable to public agencies was also made in 1970. 

In 1971 the commission will consider a number of issues including 
further reorganization for the Department of Industrial Relations. 
and a study of real property management and utilization by state 
educational institutions. 

COMMISSION OF THE INTERSTATE COOPERATION 

Item 61 from the General Fund Vol. I p. 197 Budget p. 44 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 ____________________________________ _ 

Requested increase __________________ ~ ____________ _ 
Total recommended reduction ________________________ _ 

$99,100 
99,100 
96,037 
None 

Pending 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS A.nalv,"" 
page 

1. The Council of State Govel'nmen!s, which derives a portion 150 
of its support from this item, revised its nationwide contri
bution schedule for member states in 1969. The proposed 
budget does not reflect this revision, which would have in
creased California's contribution from $94,300, the level pro
posed in this item, to $110,730, an increase of $16,430 or 17.4 
percent. 
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Commj.ssion of the Interstate Cooperation-Continued 
GENERAL PROGRAM STATEMENT 

Item 61 

The objective of the commission's program is the promotion of 
cooperation between various agencies of California state government 
and their counterparts in other state governments and at the federal 
level. This objective is met through the state's participation as a mem
ber of the Council of State Governments, a quasi-official body which 
prepares and disseminates reports and comparative studies on the 
oper!)tions of the 50 state governments. In addition, the council pro
vides the staff and planning of arrangements for the annual meetings 
of a number of associations of state officials. 

The California commission is composed of 19 members, seven from 
each house of the Legislature who are members of the committees on 
interstate cooperation of their respective bodies, and five state officers 
appointed by the Governor, one of whom is designated by him as chair
man of the commission. 
ANALYSIS AND RECOMMENDATIONS 

We recommend special review. 
The $99,100 proposed for the .budget year is at the same level as the 

CUFrent year. Of this amount, $94,300 or 95 percent is the state's pro
posed contribution for the support of the Council of State Govern
ments. The remaining 5 percent is allocated for travel and per diem 
expenses of the state officials who serve on the commission. Expenses 
of the legislative members of the commission are paid separately from 
the contingent funds of the Legislature. 

Since its inception in 1939, the commission has been instrumental 
in securing California's ratification of 19 interstate compacts, one of 
which is awaiting congressional approval. Among the compacts now in 
effect are the Western Regional Education Compact, the. Arizona
California Bouudary Compact, and the Interstate Civil Defense and 
Disaster Compact. . 

The Council of State Governments in fiscal year 1969-70 published 
53 reports concerning a variety of state programs and problems and, 
as in the past, provided staff support for the annual conferences of 
its nine affiliated organizations, which include the states' legislators, 
chief justices, court administrative officers, attorneys general, budget 
officials, and the Governors' conference. 
Funding of Council of.State Governments 

As noted above, the $94,300 proposed as California's contribution to 
the support of the Council of State Governments is $16,430 or 17.4 
percent less than the council has requested from California under its 
revised appropriations schedule for member states. This new schedule, 
reflecting for the first time a flat contribution of $7,000 from each state 
in addition to an amount based on a population formula, has been struc
tured to produce $1,645,960 for support of the council in the budget 
year, compared to $1,178,150 which the old schedule provided for the 
current year. The new schedule contemplates a contribution of $110,730 
from California, followed by New York at $107,600 and Pennsylvania 
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at $73,110. Alaska and Wyoming, at $14,070 each, are scheduled fol" 
the smallest contributions> 

The effect of adding a flat contribution to the population formula has 
been to increase the contributions of the least populous states by the 
highest percentages. For example, the appropriations requested from 
Alaska arid Wyoming are approximately 100 percent above their current 
support levels. The council states that utilization of a flat-rate factor 
in the appropriations schedule is justified for a number of reasons, one 
of them being that smaller states proportionately receive more council 
services than larger ones. Moreover, -there remains a substantial spread 
between the top and bottom of the appropriations schedule. 

Historically, the council's support request to the states have heen ad
justed every four years, but, after experiencing operating deficits re
sulting from the recent inflationary trend, the council in 1969 adopted 
a two-year cycle for making adjustments in the appropriations schedule. 
The adjustment for the two-year period beginning in 1969-70 resulted 
in California's present contribution level of $94,300, which represented 
an increase of $24,725 over the 1968-69 contribution. 

At our request, the San Francisco office of the Council of State Gov
ernments has supplied information on its current budget and proposed 
1970-71 budget. In addition to support from the states totaling $1,178,-
150 in the current fiscal year, the council estimates that it will generate 
revenues of $100,000 from the sale of publications, $40,700 from interest 
earnings, and $2.500 from reimbursements, thus producing a total cur
rent expenditure program of $1,321,350. 

Based on the revised state contributions schedule, and including 
additional estimated revenues of $112,500 from the sources noted above, 
the council's proposed 1971-72 budget totals $1,758,460, which is an in
crease of $437,110 or 33 percent over the current year. The major items 
of increased cost are salaries, up from $804,850 to $914,400 (13.6 per
cent), and travel and conference expenses, up from $121,200 to $148,-
700 (22.7 percent). 

We are advised that the council has a current staff of 80 positions 
(5 administrators, 40 technical, and 35 secretarial and clerical), ap
proximately 30 of which are assigned to the council's headquarters in 
Lexington, Kentucky, and the remaining 50 are distributed among five 
regional offices. The budget data supplied by the San Francisco office 
does not reflect the staffing level proposed for 1971-72, but it appears 
that additional staff is contemplated for the Lexington office because 
the salary item for that office is increased by 22.3 percent, from $394,250 
to $482,000. Similarly, most of the $27,500 increase in travel and con
ference expenses occurs in the I;exington office budget. 

The Council of State Governments is an authoritative and comprehen
sive source of comparative information on state governmental" activities 
and developments, and it merits the continued support and participa
tion of the states. However, the council's request for an overall budget 
increase. of 33 percent, which includes substantial added funding for 
staff, travel, and conferences, appears excessive in view of the tight 
budget restrictions and priorities confronting California and most other 
states. 
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MILITARY DEPARTMENT 

Item 62 from the General Fund Vol. I p. 198 Budget p.45 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 ____________________________________ _ 

Requested decrease $20,416. (0.5 percent) 
Total recommended reduction _ ... ______________________ _ 

GENERAL PROGRAM STATEMENT 

$4,112,938 
4,133,354 
4,341,514 

None 

The mission of the Military Department is to provide: (1) A mili
tary organization capable of protecting the lives and property of the 
people in California during periods of natural disaster and civil dis
turbance and to perform other functions required by the California 
Military and Veterans Code or as directed by the Governor, and (2) 
to be prepared 'for federal mobilization during national emergencies. 

The Military Department consists of the Army National Guard, Air 
National Guard and Office of the Commanding General. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
ARMY NATIONAL GUARD PROGRAM 

The troop and officer strength is determined by the federal govern
ment which pays most of the expenses. The projected total Army Na
tional Guard consists of approximately 22,500 men and officers, which 
is the same as the current fiscal year, assigned to 158 units, most of 
which are at 93 percent of wartime strength. The units are stationed 
at various locations to provide military support if needed to local 
entities anywhere in the State of California. Most of the troop strength 
is concentrated in or near the large metropolitan areas of the state. 
The state owns and operates 109 armories which are used for training, 
housing of the guard, administration and storage and federally funded 
maintenance and supply activities. 

Thefts of arms and ammunition have occurred by forced entries into 
National Guard armories. To reduce these incidents, security measures 
are being increased. The amount of $43,000 is requested to initiate a 
security program which includes lighting and anti-intrusion devices. 

No civil disturbances have occurred in the current fiscal year which 
required use of the guard. 

AIR NATIONAL GUARD 

The purpose of the Air National Guard is to provide units which are 
well trained and equipped to provide protection of life and property 
of the people of California. It is also the firstline reserve of the Air 
Force. As a practical matter the latter is its primary purpose. 

The organization consists of 48 units assigned to four flying bases 
and three nonflying installations located throughout the state on a 
geographical basis. The authorized strength is approximately 5,800 of~ 

. ficers and airmen, but the current force is limited to 87 percent or 5,000 
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assigned personnel. The air ,guard has three primary operational forces 
which are air defense, tactical airlift and communications. Different 
types of federally supplied aircraft are used for air defense and tactical 
airlift operations. 

The federal government provides funds for the construction of facili· 
ties at these bases and installations. Most of the operation and mainte
nance of the California Air National Guard installations is done by 
contract between the state and federal governments wherein the federal 
government reimburses the state for certain expenses in providing 
Rervices and maintenance of these facilities. The maximum the federal 
government will reimburse the state is 80 percent. The development 
expenditures, to date, of the federal government at the seven Califor
nia air guard bases is $18 million. Fifty-fiw new positions are being· 
added to this program which will be financed by a federal grant. 

OFFICE OF THE COMMANDING GENERAL 

The Commanding General of the Military Department has the re
sponsibility· for the direction and supervision of all..,programs that are 
necessary to organize and maintain a California National Guard in a 
state of readiness to respond to all types of emergencies which may 
occur in the State of California or in the nation as a whole. To carry 
out the many. duties required by federal' and state laws necessitates a. 
diversified full-time staff at headquarters. 
General Administration and Services 

The functions performed under this program are general policy de
termination, supervision and -management and departmental adminis~ 
trative services. 

Included in this framework of services are fiscal and personnel man
agement, assignment of space, procurement, warehousing of materials 
and supplies, etc. 
Total Costs Ve-rsus State Share 

The total cost of operating this departemnt exclusive of federal pay
ments to guardsmen for training activities is projected to rise sub
stantially from $4,921,367 estimated for the current fiscal year to 
$5,684,670 for the budget year, an increase of $763,303 or 15.5 percent. 
Principally, this is due to an increase of 55 authorized positions. 

However, the increase in gross cost is more than offset by an increase 
in federal participation from .$788,013 in the current fiscal year to 
$1,571,732 in the budget year. This results in a decrease in net state 
cost of over $20,000 from the current fiscal year to the budget year. In 
the 1970-71 fiscal year, the federal share represents 15.8 percent of the 
gross cost, while in the budget year it is 27.6 percent. 
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MILITARY RETIREMENT 

Items 63-64 

Item 63 from the General Fund Vol. I P 210 Budget p. 45 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 ___________________________ ~~ ____ _ 
Actual 1969-.70 _____________________________________ _ 

Requested increase $92,894 (31.6 percent) 
Total recommended reduction _________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$387,183 
294,289 
228,349 

None 

This program applies only to military personnel ordered to state ac
tive duty prior to October 1, 1961. Those who are ordered to active duty 
after that date will become members of the Public Employees' Retire
ment System. There are a total of 56 people eligible for this retirement. 
Thirty-three had retired as of the current fiscal year. It is anticipated 
that some additional personnel will retire in 1971-72 which is the justi
fication for the estimated increase of $92,894 over the amount estimated 
for the current fiscal year. 

Military Department 

CALIFORNIA CADET CORPS 

Item 64 from the General Fund Vol. I p. 210 Budget p. 45 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969-70 ___________ ~ _________________________ .-

Requested increase $2,482 (2.6 percent) 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

. $97,871 
95,389 
92,703 

None 

The objective of this program is to afford an opportunity for those 
high school students who as a general rule do not engage in other 
activities such as football, basketball and track to participate in a 
program designed to develop their leadership, citizenship and com
munity service. The training given in this program is in basic military 
subjects directed under conditions of military discipline as a part of 
the regular educational curriculum. The Military Department provides 
training aids, awards, rifles, ammunition and uniforms. The depart
ment also supervises and coordinates the program for the commandants 
of cadets who are credentialed teachers and whose salaries are paid by 
the schools. All activities of this program are conducted on school 
property. Current enrollment is approximately 4,300 students in 77 
schools. The same number is projected for the budget year. 
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The department provides overall guidance and control through 3.7 
man-years allocated to the activity. The slight increase of $2,482 for 
1971-72 over'the amount estimated for the cilrrent year is due to salary 
adjustments and staff benefits. ' 

",;' " 

PUBLIC UTILITIES COMMISSION 

Items 65 and 66 from the General 
Fund and the Transportation Rate 
Fund Vol. I p. 219 Budget p. 48 

Requested 1971-72 ___________________________________ $12,408,963 
Estimated 1970-71 ___________________________________ 12,730,824 
Actual 1969-70 ______________________________________ 12,052,771 

Requested decrease $321,861 (2.5 percent) 
Total recommended augmentation (General Fund) ______ $395,057 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

We recommend retention of 13 of the '26 positions proposed 157 
in the budget for abolishment, and addition of 21 positions 
relating to regulation of utilities. Total cost of these retentions 
and additions is $395,057, resulting in a General Fund support 
level for the budget year of $6,895,057, which is $20,412 or 0.3 
percent above the current-year General Fund support level. 
GENERAL PROGRAM STATEMENT 

The Public Utilities Commission, created by' constitutional amend_ 
ment in 1911, is responsible for the regulation of privately owned 
public utilities. The term "public utility" includes such entities as 
truck, bus, and airline companies, pipeline corporations, electric com
panies, telephone companies, gas companies, and warehouse companies. 
The commission's primary objective is to insure adequate fa
cilities and services for the public at reasonable and equitable rates 
consistent with a fair return to the utility on its investment. The 
regulatory activities and powers of the commission relate to: 

a. Adequacy of service 
b. Rates. to be charged 
c. Minimum safety standards 
d. Sale or encumbrance of useful utility property 
e. Issuance of certificates to operate or to construct facilities 
f. Issuance of securities 
g. Financial accounting procedures on which rate decisions are based 

Commission Organization 

The commission is composed of five members appointed to staggered 
six-year terms by the Governor with the advice and consent of the 
Senate. The commissioners annually elect one of their members as 
chairman. 
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The commission's staff of 775.5 authorized positions is organized 
into six divisio~s: Administrative, Transportation, Utilities, Finance 

. and Accounts, Examiner, and Legal. Approximately 70 percent of the 
staff positions are located at the commission's headquarters office in 
San Francisco, 15 percent in the Los Angeles area office, and the re
mainder in 15 Division of Transportation field offices located through
out the state. 
Programs 

The commission's two major programs are (1) regulation of trans
portation companies and (2) regulation of utilities. These programs 
are administered by the Division of Transportation and the Division of 
Utilities, each of which receives supportive services from the other 
four divisions. 

Operating Procedures 

The commission passes jUdgment on all changes in operating methods 
and rate schedules proposed by regulated utilities and transportation 
companies. It investigates complaints registered against utilities and 
may also initiate ihvestigations of utility companies on its own voli· 
tion. In all such cases, data are accumulated by the staff, hearings are 
held, decisions rendered, and compliance secured through enforcement 
procedures. Appeal of commission decisions may be made only to the 
California Supreme Court, whose review power is limited to questions 
of law. . 

An application or complaint presented to the· commission by or 
against a utility, for example, would be studied by the Utilities Di
vision. Any financial implications would be reviewed and evaluated by 
the Finance and Accounts Division. The Legal Division advises the 
commission on questions of law and assists the staff and other interested 
parties in Nesenting their findings before the commission at hearings 
which are conducted by the Examiner Division. The Administrative 
Division provides staff supervision, administers comm~ssion policies, 
and maintains housekeeping services. 

Support of the CommIssion 

The commission is supported by the General Fund and the Trans
portation Rate Fund. The Transportation Rate Fund finances only 
those commission activities relating to·the rates, charges and practices 
of highway freight carriers. All other commission functions are sup
ported by the General Fund. 

Transportation Rate Fund revenues are derived from a fee on the 
gross operating revenues of highway freight carriers. Currently, this 
fee is set at one-quarter of 1 percent of such revenues. Additional 
Rate Fund revenue is produced by a $4 quarterly "filing fee" which 
is paid by all highway motor carriers at the time of filing their 
quarterly reports on gross operating revenue with the commission. Other. 
revenues are derived from a miscellany of penalties, application fees 
for permits and certificates, and from the sale of documents. 
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Legislation enacted in 1970 reqnires the commission to collect, si
multaneous with collection of the one-quarter of 1 percent fee, a "busi
ness license tax" equal to one-tenth of 1 percent of highway carriers' 
gross operating revenues. Revenue from this tax is distributed among 
the cities of the state on the basis of population in lieu of their charg
ing taxes on truckers' intercity highway transportation. Such taxes 
are in turn prohibited by the legislation. 
ANALYSIS AND RECOMMENDATIONS 

The commission's total request for the budget year is $12,408,963, 
which represents a decrease of $321,861 or 2.5 percent from estimated 
current-year expenditures of $12,730,824. The budget indicates proposed· 
expenditures of $6,500,000, or 52.4 percent of the total, to be paid 
from General Fund appropriations, with the remaining $5,908,963, or 
47.6 percent, to be paid from Transportation Rate Fund revenues. This 
is a decrease of 5.4 percent from .the current-year General Fund ap
propriation and an increase of 0.9 percent over the current-year Rate 
Fund appropriation. 

General Fund Augmentation Needed 

Since all commission programs other than regulation of highway 
carriers must be supported by General Fund appropriations, the pro
posed 5.4 percent decrease in the General Fund allocation for the 
budget year primarily will affect utility regulation rather than regula
tion of transportation. The budget proposal provides for elimination 
of 26 positions, consisting of 10 positions in the Utilities Division, 
eight positions in the Administrative Division, three positions in the 
Financial and Accounting Division, three positions in the Examiner 
Division, and two positions in the Legal Division. The apparent ra
tionale used in choosing these positions for elimination was that they 
related to General Fund activities and were vacant at the time the re
duction was decided upon. Ten new positions, all relating to legislation 
enacted in 1970, are proposed for Transportation Division functions. 

For reasons stated below, we recommend retention or addition of the 
following positions relating to "eg"lation of "tilities. 

2 Senior utilities engineers @ $15,276 ______________________ _ 
10 Associate utilities engineers @ $13,200 ________ :-___________ _ 

7 Assistant utilities engineers' @ $10,860 ____________________ _ 
1 Financial examiner IV __________________________________ _ 
1 Financial examiner IIL _________________________________ _ 
3 Financial examiners II @ $10,356 _____ ~ ____________ .:. _____ _ 
1 Counsel II ____________________________________________ _ 
1 Senior legal stenographer _______________ ....: ______________ ~ __ 
1 Senior stenographer __________________________ .:.. _________ _ 
2 Stenographer II @ $5,904 _______________ ...:. _______________ _ 
5 Clerk-typists II @ $5,484 ______________________________ _ 

$30,552 
132,000 
76,020 
15,276 . 
12,576 
31,068 
17,700 

7,188 
6,744 

11,808 
27,420 

34 Total, salaries _________________ :.... ______________________ $368,352 
Staff benefits @ 10 percent ____________ , __ --:___________ 36,835 

$405,187 
Estimated salary savings (2.5 percent) _______________ 10,130 

TOTAL PROPOSED AUGMEN'£ATION ______________ $395,057 
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Iu our judgment, any reduction of positions relating to regulation of 
utilities at this time, when measured against the current duties and 
workload of the Utilities Division, will result in a dilution of the 
commission's regulatory ability and will have adverse effects for both 
the public and the regulated utilities. 

This augmentation is equivalent to 5.7 percent of the current-year 
General Fund appropriation of $6,874,645, and will offset the 5.4 per
cent decrease in General Fund appropriations proposed for the budget 
year. It will result in a total General Fund appropriation for the 
budget year of $6,895,057, which exceeds the current-year appropriation 
by $20,412 or 0.3 percent. 

Table 1 shows the level of financial and personnel support of 'com
mission activities over the past eight years, and the number of positions 
assigned to utility and transportation regulation over the past four 
years (the period for which these pr.ogram figures are available). 

Table 1 
Funding and Personnel Growth 

Public Utilities Commission Regulation 2 

General Fund Total Total!! oj 
Year appropriation budget 1 personnel utilities 

1963-64 ______ $4,168,000 $8,066,000 709 
1964-65______ 4,596,000 8,896,000 740 
1965-66______ 4,912,000 9,397,000 762 
1966-61-_____ 5,363,000 10,074,000 770 
1967-68 ______ 5,789,000 10,588,000 765 
1968-69______ 6,070,000 11,361,000 775 256 
1969-70______ 6,593,000 12,053,000 782 252 
1970-7L_____ 6,875,000 12,731,000 757 245 

(estimated) 
. 1971-72______ 6,500,000 12,409,000 756 240 

(proposed) 
1 Includes General Fund and Transportation Rate Fund revenues. 
II Actlllll positions tilled in mlln·years. 

Regulation 2 

of trans
portation 

404 
423 
406 

418 

As indicated in Table 1, the total staffing level proposed for the 
budget year will be the lowest since fiscal year 1964-65. Similarly, the 
number of positions assigned to regulation of utilities has decreased 
from 256 in 1968-69 to 240 in the budget year. 

Some of the commission's primary functions do not lend themselves 
totally to workload measurement. A request by a utility for a rate 
increase involving many millions of dollars, for example, may require 
greater staff effort than a dozen smaller rate decisions. Furthermore, 
the outcome of such cases is not solely dependent on the quality and 
completeness of the staff's findings and presentations. It varies also 
with the quality of the presentations of the utilities and other interested 
parties, and with the discretionary judgment of the commissioners. 
Adequate staffing, however, is necessary if utility proposals and public 
complaints are to be evaluated thoroughly and objectively by the com
mission '8 staff. 
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Table 2 shows basic indicators of commISSIOn workload relating to 
the regulation of the rates charged by utilities. 

Table 2 
Workload Indicators-Regulation of Utility Rates 

"'" Ac~ual .A_ctual A.ctual Estimated 
"1967c68 '1968-69 1969~70 1970-71 

Rate decisions _______________ 112 72 121 123 
Commission resolutions _______ 307 316 300 280 

, Advice letters _______________ 1,017 1,041 1,050 1,075 
Public inquiries ______________ 1,932 2,244 2,340 2,400 
Informal complaints __________ 7,516 8,292 8,850 9,450 

Workload Growth 

Estimated! 
1971-72 

124 
290 

1,100 
2,440 

10,050 

Although the commission estimates that the total number of rate 
decisions will increase only very slightly during the budget year, the 
number of major cases before the commission is unprecedented. Utili
ties regulated by the commission consist of approximately 15 electric 
companies (three of which provide 95 percent of the state's total electric 
service), 30 telephone and 45 radio-telephone companies (two of which 
provide 97 percent of the state's telephone service), 17 gas companies, 
and 500 water companies (400 of which are comparatively small). 

During the decade preceding 1970, no major electric rate cases wer,e. 
filed before the commission. This year, however, ·the commission has 
studied rate requests by all three major electric utilities. Similarly, be
tween 1961 and 1968 there were no major gas rate cases before the com_ 
mission. Today the staff is involved in 14 cases before the commission 
or the Federal Power Commission. 

This growth in major rate increase proposals is based on sev
eral factors, among which are: (1) the effect of infiation on rates 
charged; (2) the higher cost of money for facility expansion and for 
refinancing loans originally made at much lower interest rates; and (3) 
higher costs relating to environmental concerns (e.g., nonpolluting elec
tric generation facilities, and underground electric and telephone ca
bles). Inflation probably is the most pervasive single factor. Table a 
shows annual ~ates of inflation during the past decade. 

Table 3 
Annual Rates of Inflation 

1961 ________________ 1.3 percent 1966 ________________ 2.8 percent 
1962 ________________ 1.1 percent 1967 ________________ 3.2 percent 
1963 ________________ 1.3 percent 1968 ________________ 4.0 percent 
1964 ________________ 1.6 percent 1969 ________________ 4.7 percent 
1965 __________ :.. _____ 1.8 percent 1970 ________________ 5.3 percent 

So long as inflation continues at or near its present rate, many utili
ties will probably seek rate increases approximately every second year . 

. The Utilities Division consists of five branches, dealing with (1) com
munications (telephone companies), (2) electric utilities, (3) gas utili
ties, (4) hydranlics (water companies), and (5) general (regulation of 
management functions common to all utilities corporations, such as 
rates of depreciation). Each of the first four branches performs the fol
lowing regulatory functions: regulation of rates, regulation of the 
quality and quantity of existing service and facilities, regulation of 
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proposals for new facilities and services (certification), and regulation 
of safety standards. 

The communications branch currently is studying rate increase pro· 
posals totaling over a quarter billion dollars proposed by the Pacific 
Telephone and General Telephone companies, which together provide 
97 percent of the state's telephone service. This is the first time that 
the commission has analyzed two communications rate proposals of such. 
magnitude simultaneously. As a result, this branch has been forced to 
set aside other primary functions, such as investigating service com
plaints and reviewing tariffs charged for new communications products. 

Similarly, the gas branch faces an unprecedented number of major 
rate increase requests, reflecting in part the recent increases in the 
price which the utilities must pay for gas delivered from the wellhead. 
Since approximately two-thirds of the state's electric power is gener
ated by burning gas, these price increases by gas producers will affect 
the number of electric rate increase proposals, also. 

The hydraulics branch analyzes over 75 formal and 30 informal rate 
increase requests from water companies annually, compared with a 
total of 50 four. years ago, and has a backlog of cases which is greater 
than at any time in the past seven years. Often the smaller water 
companies are less able to cope with the effects of inflation than are 
larger utilities, particularly since consumer water use has not in
creased as fast as consumer electric or telephone service. As a result, 
commission delays in considering their rate increase requests may work 
a special hardship on these smaller companies. 

The scope and complexity of the rate proposals now before the com
mission have required the utilities division to shift personnel away from 
other important functions. including investigation of service' and re
view of new facilities. Similarly .. development and enforcement of com
prehensive safety orders relating to gas and electric transmission fa
cilities have been curtailed due to a shift of personnel to the rate cases. 

New Positions Needed 

Therefore, we recommend that OTIe senior utilities engineer, six as
sociate utilities engineers, and six· assistant utilities engineers, and re
lated clerical positions be assigned to the Utilities Division to meet the 
increased workload relating to rate increase proposals in the communi
cations, gas, electric, and water branches. This augmentation will permit 
some of the personnel now assigned to rate cases to return to other 
commission programs relating to quality of service, certification of new 
facilities, and safety. 

We also recommend that one fiscal examiner IV, one fiscal examiner 
III, and three fiscal examiners II be added within the Financial and 
Accounting Division to handle its increased workload pertaining to 
analysis of rate increase proposals. 

This division, in addition-..to reviewing utility applications to issuese
curities and auditing the financial reports and data of carriers and 
other utilities, prepares rate and cost studies and reviews the financial 
reports which are submitted relative to rate increase proposals. It as
certains, among other things, the utilities' methods of recording invest-
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ment and plant and their compliance with systems of accounting pre
scribed by the commission. 

The five positions proposed for this division, three of which are au
thorized for the current ycar' bu't 'are' proposed for elimination in the 
budget year, form a necessary complement to the positions proposed 
for retention or addition in the Utilities Division. As noted earlier, the 
positions selected for elimination were chosen on the basis of current 
vacancies. . 

In addition to the above positions which are proposed to meet present 
workload and backlog in utility rate work, we also recommend· imple
mentation of the following programs. 
Four Positions Recommended for Review of 
Utility Proposals for Nuclear Generating Plants 

We recommend that one senior 'lttiliMes engineer, two associate engi
neers, a;nd one assistant engineer be added to the commission's staff 
to implement Commission General Ord,,· 131, relating to planning and 
constr"ction of electric generating plants and tramsmission facilities. 
New generating plants are evaluated and certified by the commission 
as one of its primary programs. However, recent proposals to build 
nuclear generating plants require considerably greater analysis and 
investigation than do the previous proposals for plants powered by 
hydroelectric or fossil-fuel sources. The commission makes evaluations 
of such factors as cost, operating efficiency, safety, effect on eviron
ment, and return on investment in determining which designs will pro
vide the public with the safest and most adequate service at the most 
reasonable cost, 

Previously, three or four days of hearings and 50 to 60 man-days 
of staff time were required to evaluate each proposal for a new plant. 
Due to increased public concern over nuclear generating plants, how
ever, and due to the highly sophisticated problems associated with 
their design, up to 20 days of hearings and 200 man-days of prepara
tion are now required in each such certification case. Since utilities 
must plan now for future needs, and since the~ public is better served 
by adequate commission review of all such plans, we believe that it is 
essential that these positions be' added in the budget year. 
Two Positions Proposed for Cable TV and Gas 
Pipeline Safety Regulation 

Chapter 1240, Statutes of 1968, authorizes the COmmISSlQn to set 
safety standards for the construction and operation of community 
antenna television corporations (cable TV), Similarly, legislation en
acted by the U.S. Congress in 1968 authorizes the commission to enforce 
federal safety standards pertaining to gas pipelines. However, the 
commission has not been able to implement these programs due to lack 
of sufficient personnel. Since approximately 1,000 miles of new, pipe
lines will be added to the existing 64,000 miles during the budget year, 
and since explosions in other states have 'demonstrated the need for 
adequate inspection of such pipelines and enforcement of safety stand
ards, we recommend that two associate engineer positions be a"thorized 
to implement and enforce the above safety programs. 
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Public Utilities Commission-Continued 
Recommen'd Restoration of One Attorney Position and 
One Legal Steno Po-sition 

Item 67 

Workload within the Legal Division increased by more than 20 per
cent during calendar year 1970, as shown in Table 4 .. 

. Table 4 
Filings Initiated by Legal Division Before 

Courts and Federal Agencies 

1969 
Federal Communications Commission ______________ 1 
Interstate Commerce Commission _________________ 6 
Supreme Conrt (California) ______________________ 13 
Superior courts _________________________ -:-________ 3 
Municipal courts ________________________________ 4 
Atomic Energy Commission ___ .:.__________________ 0 
Civil Aeronautics Board __________________________ 1 

Totals ________________________________________ 28 
Number of items presented to Commission 

Conference (memoranda. memoranda-with-
orders, and orders __________________________ 244 

Other letters. and memoranda (exclusive 
of Commission Conference) __________________ 1,509 

lOne of these filings berore the CAB has 9 suhtlMsfons and 23 pages of docketing. 

1910 
5 
5 

10 
3 
4 
1 
6' 

34 

333 

1,735 

Percent 
increase 

21.4 

36.5 

15.0 

The budget document indicates elimination of one attorney position 
and one legal stenographer position. The legal division, however, al
ready is understaffed clerically to the extent that some attorneys must 
type their own briefs or search for clerical assistance from other divi
sions. By way of comparison, the Department of Justice maintains a 
ratio of two stenographers for every three attorney positions, while 
the commission employs one stenographer for every three positions. This 
ratio would be further reduced as a result of eliminating the stenogra
pher.position. In o·ur judgment, the proposal to eliminate these two 
positions in the legal division appears unwarranted, and we recommend 
that they be restored. 

CALIFORNIA ARTS COMMISSION 

Item 67 from the General Fund Vol. I p. 233 Budget p. 50 

Ftequested 1971-72 __________________________________ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Ftequested increase-None 
Total recomended reduction __________________________ _ 

GENERAL PROGRAM STATEMENT 

$168,000 
168,000 
170,997 

None 

The California Arts Commission was established by Chapter 1742, 
Statutes of 1963, to provide leadership and stimulate initiative an,d 
interest in the establishment of arts programs and activities at the state 
and local levels. 
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The commission, which is composed of 15 members appointed by the 
Governor plus two Assemblymen and two Senators appointed by their 
respective houses, is representative of all fields of the performing and 
visual arts. The commission and its presently authorized staff of 7.5 
positions have assisted communities. in establishing 140 local art councils 
and developing cultural programs by providing technical advice and 
support when requested. 

Commission activities are financed from (1) the General Fund, (2) 
the California Arts Commission Fund, and (3) federal grants. The 
California Arts Commission Fund was established by Chapter 1051, 
Statutes of 1970, and consists of contributions from financial institu
tions and other private donors. 

Major projects sponsored by the commission during the current year 
include a touring exhibit titled, "Horizons: A Century of California 
Landscape Painting." which will appear in 30 California cities between 
April 17, 1970, and May 14, 1971, and "Dimension: An Exhibition of 
Sculpture for the Sighted and Blind," which appeared at museums in 
six California cities between January 12 and November 27, 1970. The 
.Mmmission also initiated a project to select the 10 best youth orchestras 
in the state, from which a statewide touring youth orchestra composed 
of the 100 best performers will be chosen. The commission has also 
established statewide associations of symphony orchestras and ballet 
companies to consider matters of common and statewide interest and 
·to solicit financial support on a unified, cooperative basis. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approva!. 
The commission proposes General Fund expenditures of $168,000 in 

the budget year, which is the same as the current level. However, the 
.commission anticipates a total budget-year expenditure program of 
$697,000, which includes $404,000 in private donations through the 
California Arts Commission Fund. and federal grants totaling $125,000 
from the National Endowment of the Arts. To date, the California Arts 
Commission Fund has received approximately $150,000 in contributions 
for current-year projects. 

The commission requests that its permanent staff of 7.5 positions be 
supplemented by 12.5 temporary positions to produce and tour its 
visual and performing arts projects during fiscal years 1971-72 and 
1972-73. Most of these temporary positions will be used to organize 
and tour an extensive exhibit of paintings and sculpture relating to 
the American Revolution period. Five and one-half of these positions 
were established administratively in the current year to begin the 
planning and designing phases of these projects and to enlist the sup
port of com unity art groups. private industry, and interested indi
viduals. The requested new positions consist of nine art advisers, a'com
munity services officer. and 2.5 clerical positions having a total budget
year Mst of $121,728. The commission states that the cost of these 
positions will be covered by the increased federal grants and the an
ticipated private donations. 
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HORSE RACING BOARD 

Item 68 from the Fair and 
Exposition Fund Vol. I p. 236 Budget p. 51 

Requested 1971-72 ________ . _____________________ c ___ _ 
Estimated 1970-71 __________________________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase None 
Total recommended reduction ________________________ _ 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$355,465 
355,465 
331,929 

None 

1. We recommend legislation which will eliminate the mandatory 
annual renewal of all horseracing oc·cupationallicenses. As a substitute, 
the Horse Racing Board should be authorized to establish a more flexi
ble licensing period. This change would allow the hoard to absorb 
future increases in licensing workload without adding new staff. 

2. We recommend legislation to establish the same cashiering system 
at the tracks that generally prevails in banking and retail establish
ments. Under existing contractual relationships, the parimutuel clerks 
must make up cash shortages and, conversely, may retain overages. This 
arrangement has placed the betting patrons at a disadvantage and has 
resulted in many complaints of being short changed. 

GENERAL PROGRAM STATEMENT 

The California Horse Racing Board, which consists of three members 
appointed by the Governor for four-year terms, supervises all race 
meetings in the state where parimutuel wagering is conducted. The 
board has a staff of 23.2 authorized positions and its main office is in 
Los Angeles. It maintains mobile offices which are moved from track 
to track as the racing season progresses throughout the state. These 
offices are staffed by license clerks and track investigators. The stated 
purposes of the board are (1) the protection of the betting public and 
(2) the sanctioning of every person who participates in any phase of 
horseracing. 

The board's objectives are achieved by three programs: licensing, 
enforcement and administration. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
LICENSING 

The board licenses all persons who are participants in activities con
nected with horseracing. These occupational licenses encompass 37 
different job classifications including trainers, jockeys, parimutuel 
clerks, stable employees. owners and officials. Licenses are issued by 
license clerks assigned by the board to each track as the racing season 
begins. Licenses are valid for one year. 

Adopt a More Flexible Licensing Period 

We recommend that Section 19512 of the Bltsiness and Professions 
Code be amended to delete the mwndatory reqltirement that all OCC1/,-
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pationallicenses be renewed ann"ally a.?ld, a$ a sUbstit"te, empower the 
Horse Racing Board to determine the time period for which each li{)ense 
shall be valid. . 

Table 1 shows a moderate increase in the number of occupational 
licenses processed with no substantive change in the board's licensing 
staff. One method of avoiding future workload increases is to eliminate 
the requirement that all occupational licenses be renewed annually. 
-There are certain occupational groups a~ociated with horseracing, such 
as owners, trainers .. jockeys. etc., which have a very low turnover, and 
as a result, we question the necessity for annual licenses. These low 
turnover groups constitute about half of the total licensees. Under our 
re'COmmendation, the board would be given the discretion to issue multi
year licenses to either: (1) occupational groups with a low rate of 
turnover, or (2) persons with a long history of acceptable participation 
in California racing. Annual registration could be retained for new 
participants. If multiyear licenses are allowed, the fees would have to 
be adjusted in order to avoid any revenue loss. 

Table 1 
Number and Revenues From !-Iorseracing Occupational Licenses 

Actual Actual Estimate Estimate 
Occupational Licenses: 1968-69 1969-"/0 1910-"/1 1971-"/2-

Number issued _______________________ 14,089 14,144 14,500 15,000 
Fees collected _____________ c __________ $106,786 $211,203' $260,000 $280,000 
Board's licensing personnel ____________ 7 7.1 7.2 7.2 

• Occupational license fees were raised effective January I, 1970. 

Racing associations are also licensed hy the board. Fees for these 
licenses are based on a formula applied to the total amount of money 
wagered at the track (the "handle") and are collected weekly during 
the course of a horseracing meeting. Approximately 15 percent of the 
handle is divided between the' racing associations~ horse owners, and 
the state; 85 percent is returned to winning ticketholders, 

ENFORCEMENT 

Supervision of racing activities and of all individuals within the race
track grounds is the responsibility· of the board's bureau of investiga
tion. The racing associations across the U.S. maintain active files on 
persons inimical to horseracing and circulate this information. The 
associations maintain security' personnel in addition to the board's en
forcement bureau. These two groups cooperate with state and local en
forcement agen~ies to identify undesirable patrons. Racing stewards 
appointed by the board have the power to suspend occupational licenses 
for violation of the board's rules. The licensee can appeal the steward's 
decision to the board. If the board denies the appeal, the licensee may 
take his appeal to the civil courts. A licensee may not participate in 
horseracing in another state if his license is suspended or revoked in 
California. . 

Complihnce with laws and regulations is secured through inspec
tions and tests of horses before and after each race and the investiga
tion of all complaints and irregularities by the hoard inspectors as
signed to each track during the course of' its race meeting. 
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Horse Racing Board-Continued 

The 1970 Legislature enacted AB 2185 (Chapter 1536) which au
thorized the addition of eight weeks of harness racing at Cal Expo 
by a licensee other than the California State Exposition and Fair. 
This increased number of racing weeks is reflected in Table 3 .. Tbe 
board has been able to absorb tbe increases in racing weeks witb its 
current staff and can continue to do so as long as there are not more 
than three race meetings going on simultaneously either at northern 
or southern tracks. 

Table 3 
Number of California Horseracing Days and the Board's 

Enforcement Personnel 
A.ctual E8timated 

1968-69 1969-70 1970-71 1971-72 
Number of Racing Days: 

Thoroughbred _________________ 361 342 376 893 
Harness horse _________________ 119 96 120 173 
Quarter horse _________________ 131 125 128 133 
Fairs _________________________ 101 93 103 105 

Total Dates ________________ 712 656 ... 727 804 
Number of days ________________ 498 435 479 498 
Number of nights ______________ 214 . 221 248 306 

Total ______________________ 712 656 727 804 
Number of enforcement personnel 

man-years ________________ 8.5 8.3 9 9 
• DecUne due to race track labor dispute. 

ADMINISTRATION 

The board's administrative and business service activities contain 
the functions that are essential to the operation of all other programs. 
Staffing requirements are based upon the number of days and length 
of racing weeks, geographical location and number of racing meetings 
which may be in progress at any given time. The board cnrrently 
licenses 20 race meetings. Seven man years are allocated to this pro
gram element at a cost of $108,000 for the 1971-72 budget year. 
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Disputes Over Short Changing 

Parimutuel clerks in the state have an unusual agreement with the 
race tracks wherein individual cashiers must make up any cash short
ages out of pocket and conversely may retain any overages at the 
end of a racing day. Unqer.-this arrangement the tracks are benefited 
because they never have any cash shortages. However, the betting 
patrons are placed in a disadvantageous posjtjon when they are pur
chasing tickets as is evidenced by the four and five hundred complaints 
to the horse racing board each year from people who claim they have 
been short-chang'ed at the parimutuel ticket window. Investigations 
have been made by the board as time permits but. evidence is difficult 
to obtain after the fact. 

We recommend that legislation be adopted to eliminate this arrange
ment between the parimutu.el clerks and lra-cks and to substit1tte the 
same cashiering arrangement tha·t generally prevails in banking and 
retail industries. Such legislation would fix the responsibility for 
shortages and overages with the tracks rather than with the parimutuel 
clerks who make the actual transactions. . 

BOARD OF PILOT COMMISSIONERS FOR THE BAYS OF 
SAN FRANCISCO, SAN PABLO AND SUISUN 

Item 69 from the Pilot Commissioner's 
Special Fund Vol. I p. 241 Budget p. 52 

!tequested 1971-72 ___________ ~ ______________________ _ 
Estimated 1970-71 _________________________________ _ 
Actual 1969~70 ___________________________________ _ 

Requested increase ($493 (1.5 percent) 
Total recommended reduction ________________________ _ 

GENERAL PROGRAM STATEMENT 

$34,224 
33,731 
27,991 

None 

The Governor's !teorganization Plan No. 1 of 1969 abolished the 
functions of this board effective January 1, 1971, and funds were pro
vided in the 1970 Budget Act to continue board operations only 
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Board of Pilot Commissioners-Continued 

through Deccmber 31, 1970. However, the board was reestablished, 
effective January 1, 1971, by Chapter 1302, Statutes of 1970. Funds to 
continue the operations of the board from January 1, 1971, through 
June 30, 1971, have been provided by an emergency authorization. 

This board of pilot commissioners consists of three members ap
pointed by the Governor. They draw part-time salaries of $300. The 
board maintains an office in San Francisco and has an authorized staff 
of one fUll-time secretary. 

The board has responsibility for supplying qualified pilots for vessels 
entering or leaving the Bays of San Francisco, San Pablo and Suisun. 
Bar pilots were the first occupational group to be licensed by the State 
of California (1850). The number of licensees is presently limited 
to 28. . 

The board administers a single program consisting of the licensing 
and regulation of bar pilots. It conducts pilot examinations and acts 
on disciplinary complaints. It also provides staff services to the Pilot
age Rate Committee, a body established in 1961 to prepare recommen
dations on pilotage rates for submission to the Legislature. This com
mittee is composed of five members appointed by the Governor to 
four-year terms, two representing the pilots, two the shipping industry, 
and one representing the public. The public member draws a $50 per 
diem when meeting and also receives travel expenses. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
During fiscal year 1971-72, the board proposes to expend $34,224, 

which exceeds estimated expenditures for the current year by $493 or 
1.5 percent. Operations for the period January 1, 1971, to June 30, 
1971, are covered by an emergency authorization of $18,731. 
Support Funds 

The board is supported from the Pilot Commissioner's Special Fund, 
which is derived from a percentage assessment on pilotage fees col
lected directly by the pilots from ships which they pilot. Assessments 
are established at a level adequate to cover board operating costs .. The 
bar pilots maintain their own association and their own pilot ships. 
The fees which they collect are deposited in a common treasury from 
which their salaries and expenses are paid. 
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PERSONAL SERVICES NOT ELSEWHERE REPORTED 

Item 70 from the General F)lnd Vol. I p, 244 Budget p, 53 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 _________ ~ _______________________ _ 
Actual 1969-70 _____________________________________ _ 

Requested increase $812,449 (34.6 percent) 
Total recommended rednction ________________________ _ 

GENERAL PROGRAM STATEMENT 

$3,158,104 
2,345,655 
1,689,052 

None 

This statutorily required appropriation provides the state'. contribu
tion toward payment of the health benefits plan premiums of annui
tants of retirement systems to which the state made contributions as 
an employer. These systems are the Judges' Retirement System, the 
Legislators' Retirement System, the Public Employees' Retirement Sys
tem (for retired state employees only), and the Teachers' Retirement 
System (for retired state employees only). 

The objective of this program is to provide a degree of postretire
ment security for employees by defraying up to $12 per month of the 
premium of a state-approved health insurance plan. The state contribu
tion toward the premium for each participating annuitant in fiscal 
year 1971-72 is $12 per month, or the total amount of the premium 
should it be less than $12. Under Chapter 212, Statutes of 1970, this 
monthly contribution will increase two dollars per annuitant in each 
succeeding fiscal year until 1973-74, at which time the state's contribu
tion will have reached the $16 per month limit established by that 
law. 

This budget item includes an amount equivalent to 4.5 percent of 
the total premiums paid which is deposited in the State Employees' 
Contingency Reserve Fund for administrative and contingent expenses. 
The annual support for the health benefits division of the Public Em
ployees Retirement System (which administers the program) is derived 
from this fund. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The $3,158,104 requested for, the budget year is to provide payment 

for part or all (depending on the plan) of the health plans premiums 
for an estimated 20,996 annuitants of the state's retirement systems. 
In the current year, an estimated 18,980 annuitants will be covered by 
this program. 

We note that although the system's estimates of annuitants partici
pating in the program have been extremely accurate, the amounts re
quested and appropriated in support of the program in the past three 
fiscal years have been insufficient to meet the -state's obligations. Emer
gency fund allocations of $138,000 and $101,040 were required in fiscal 
years 1968-69 and 1969-70 respectively, and an estimated allocation 
of $539,191 will be needed from the Emergency Fund in the current 
year. Most of the emergency allocation in the current year is attribut-
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Personal Services-Con*inued 

able to the increased premium contribution provided by Chapter 212, 
Statutes of 1970. 

Expenditures for this program have increased approximately 131 
percent during the five-year period 1966-67 to 1970-71, while the num
ber of annuitants has risen 48 percent. This program is similar to one 
covering active employees as described on analysis page 291. The dif ... 
ference, however, is in the manner of funding. The state's contribution 
for the active employee appears in the staff benefits portion of the per
sonal services category of individual agency budgets and is paid by the 
fund from which the employing agency is supported. However, this 
program for the retired employee is financed entirely from the General 
Fund. 

REFUND OF TAXES, LICENSES AND OTHER FEES 

Item 71 from the General Fund Vol. I p. 245 Budget p. 54 

Requested 1971-72 _________________________________ _ 

Estimated 1970-71 _______ ---------------~-----------Jlctual 1969-70 ____________________________________ _ 

Requested increase $10,000 (50 percent) 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$30,000 
20,000 
26,847 

None 

Funds appropriated by this item provide refunds for noncontrover
sial claims due to overpayment or erroneous payment by persons re
ceiving permits, taking examinations or seeking inspections. The item 
is also used to pay prior judgments, liens and encumbrances under 
Government Code Section' 12516, Jl few tax refunds are made from 
this item although most are paid from appropriate feeder funds· prior 
to deposit in the General Fund. 

SENIOR CITIZENS' PROPERTY TAX ASSISTANCE 

Item 72 from the General Fund , Vol. I p. 249 Budget p, 56 

Requested 1971-72 ___________________________________ $10,000,000 
Estimated 1970-71 ___________________________________ 8,600,000 

, Jlctua11969-70 _______________________________________ 7,858,999 
Requested increase $1,400,000 (16,3 percent) 

Total recommended reduction ________________________ None 

SUMMARY DF MAJOR ISSUES AND RECOMMENDATIONS Analysi. 
page 

The budget estimates that the number of senior citizen claim- 172 
ants reached its peak in 1969-70, and will decline hereafter be
cause inflationary increases in income are disqualifying some 
claimants. 
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GENERAL PROGRAM STATEMENT-

This program, administered by the Franchise Tax Board, provides. 
property tax assistance to senior citizens with limited incomes for 
property tax payments on their homes. Claimants who have household 
incomes from all sources of less than $3,350 per year, and are at least 
65 years of age, may make annual application for this property tax 
assistance. The amount of assistance ranges from 1 percent to 95 per
cent of the property taxes paid on the first $5,000 of assessed value. 
For example, those with incomes below $1,000 have 95 percent of their 
property taxes reimbursed, while those with incomes between $3,325 
and $3,350 receive a 1 percent reimbursement. . 

The state reimbursement always lags one year behind the actual pay
ment of property taxes. For example, the tax assistance paid in 1971 
would be reimbursement for. property taxes paid by the claimant in, 
1970. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
About 4 percent of the senior citizens in California participated in 

this property tax assistance program. The distribution of claimants by 
household income groups is illustrated in Table 1. The average claimant 
had $2,072 in household income, paid $249 in property taxes and was 
reimbursed about one-half of that amount, or $122. 

Table 1 
Senior Citi;z;ens Property Tax Assistance Pay~ents 

1969 Income Year 
Averages 

Household Number oj Percent of Household Property State 
income class claimants total income taiD6S assistance 

$0-$1,000 3,222 5 $755 $217 $206 
1,001- 1,500 10,539 16 1,308 227 189 
1,501- 2,000 15,391 24. 1,758 240 154 
2,001- 2,500 15,768 25 2,248 251 111 
2,501- 3,000 13,296 21 2,738 262 65 
3,001- 3,350 5,807 9 3,063 289 80 

Totals 64,023 100 $2,072 $249 $122 

The property tax assistance payments vary considerably between 
counties as illustrated in Table 2, which shows the variations among the 
15 most populous counties. These payments ranged from a high of $179 
in San Francisco County to a low of $54 in Kern County. The varia
tions were directly related to the property tax rate and values in these 
counties rather than to differences in household income. 
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Senior Citizens' Property Tax Assistance-Continued 
Table 2 

Item 72 

Average Senior Citizens Property Tax Assistance Payments 
By Selected County, 1969 Income Year 

County Property ta3J 
Alameda ______________________ $334 
Contra Costa _________________ 280 
Fresno _______________________ 148 
ICern _________________________ 112 
Los Angeles ___________________ 280 
Orange _______________________ 213 
Riverside _____________________ 184 
Sacramento ___________________ 247 
San Bernardino _______________ 170 
San Diego ____________________ 200 
San Francisco _________________ 365 
San J oaql1in __________________ 197 
San Mateo ____________________ 342 
Santa Clara __________________ 265 
Sonoma ______________________ 209 

Statewide average _________ 249 

State assistance 
$163 
133 

74 
54 

140 
102 

90 
115 

83 
97 

179 
96 

162 
127 
102 
122 

Table 3 illustrates the growth of tax rates and assessed value of the 
homes occupied by senior citizens. The average payment in 1971-72 
will be about $163, which. is approximately 49 percent of the net 
property taxes on these homes after $750 homeowners' exemption has 
been deducted. As shown in Table 3, the budget estimates that the 
number of claimants reached its peak in 1969-70 and has since de
clined because inflationary increases in household income are dis~ 
qualifying some claimants by boosting them over the $3,350 income 
limit. In other cases, when the assistance amounted to only 2 or 3 per
cent of their property taxes the amount of reimbursement was not 
sufficient to induce eligible claimants to file. 

Table 3 
Senior Citizens' Assistance by Year of Reimbursement 

(averages) 
1968-69 1969-70 1970-71 

Assessed valuation 
per claimant _______________ $2,919 

Property tax rate ____________ 9.25 
$3,104 

9.76 
$3,269 
10.31 

1971-72 

. $3.485 
. 11.42 

Gross property tax ____________ $270 $303 $337 $398 
Homeowners' exemption _______ 0 -$54 a -$60 a -$66 a 
Net property tax ______________ $270 $249 $277 $332 
Senior citizen assistance _______ $136.00 $122.29 $136.50 $163.40 
Assistance as percent- of tax____ 50.4% 49.1% 49.3% 49.2% 
Number of claimants __________ 57,354 64,023 63,000 61,200 

Total state cost (000) ____ $7,800 $7,829 $8,600 $10,000 
.. A sample of 1.200 returns showed that only 77 percent of senior citizens claimed the $70 homeowners' rebate. 

For example, In 1969-70, 77% X $70 = $54. 

Using a property tax rate of $11.42, the Department of F'inance 
estimates that this program will cost $10 million in the 1971-72 fiscal 
year. 
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In the budget year, the Franchise Tax Board will spend an estimated 
$538,000 to administer the property tax assistance program. Our dis
cussion of the administrative cost is included in the Franchise Tax 
Board analysis. 

HOMEOWNERS' PROPERTY TAX RELIEF 

Item 73 from the General Fund Vol. I p. 251 Budget p. 57 

Requested 1971-72 __________________________________ $235,000,000 
Estimated 1970-71 _____ ~ ____________________________ 217,700,000 
Actual 1969-70 _____________________________________ 199,693,836 

Requested increase $17,300,000 (7.9 percent) 
Total recommended reduction _________________________ None 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS •• u' 

1. Although last year's budget anticipated a DO,OOO increase 173 
in the number of homeowner exemption claimants, the actual 
number declined by 25,000. Despite this decline, the cost of the 
program exceeded the budgeted amount by $4.7 million because 
property taxes grew much faster than anticipated. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
This item provides state funds to reimburse local governments for 

property tax losses resulting from the $750 homeowners' exemption. 
Table 1 shows the direct costs of this program since it was begun in 
1968. Administrative costs of the Controller for preparing the $70 
checks for each claimant in 1968-69 are not included nor is the one
time payment to the counties for their administrative work in that 
first year. Costs for the 1970-71 year were originally estimated at 
$213.0 million but increased $4.7 million when local property taxes 
were adopted at higher than predicted rates. The increased cost will 
be covered by an emergency fund authorization which will require 
a deficiency appropriation. 

The 1970-71 budget estimated that the number of claimants would 
increase from 2,580,000 in 1969-70 to 2,670,000 in 1970-71. This in
crease would consist of 50,000 veterans who would shift to this pro
gram when the wealth limits made them ineligible for the veterans' 
exemption, and 40,000 newly constructed single-family dwellings. 
Actual data show that the number of veteran exemptions declined by 
60,000 during the current fiscal year, and 80,000 new single family 
homes were built during 1969. Despite this potential increase of 140,000 
new homeowner claimants in 1970-71, the actual number declined by 
25,000 from the previous year's level. We are unable to ascertain the 
reasons for this decline. 
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Homeowners' Property Tax Relief-Continued 
Spectacular Increase in Local Property Tax Rates 

Item 74 

The original $213 million cost estimate for the current fiscal year 
assumed that the average property tax rate on homes would increase 
from $10.31 in 1969-70 to $10.70 in 1970-71, or $0.39. The actual 
level, however, was $11.34 or an increase of $1.03 which is the largest 
one year increase in California's history. This spectacular growth in 
property tax rates is responsible for the $4.7 million excess cost of 
this program during 1970-71, despite the drop in the number of 
claimants. 

Table 1 
Homeowners' Property Tax Exemption 

Number of claimants 
(thousands) 1968-69 

Original estimates __________________ 2,540 
Actual ___________________________ 2,499 

Cost (millions) 
Budget estimate ________ "-__________ $178.0 
Actual ____________________________ 174.5 
Average property tax relief per 

claimant ________________________ $70 

1969-70 
2,735 
2,580 

$211.7 
199.7 

$77.32 

1970-71 
2,670 
2,555 

$213.0 
217.7 

$85.05 

1971-7~ 

2,615 
N/A 

$235.0 
N/A 

$89.77 

The budget anticipates that local property tax rates on homes will 
increase to $11.97 in 1971-72. The number of claimants is estimated 
to increase by 60,000 from new construction and the continuing shift 
of veterans to the homeowners' exemption. 

We estimate that new construction and the shift of veterans will 
account for $5 million of the $17.3 million increase and that higher 
property tax rates will explain the remainder. 

PAYMENT OF INTEREST ON GENERAL FUND LOANS 

Item 74 from the General Fund Vol. I p. 254 Budget p. 59 

Requested 1971-72 ___________________________________ $14,400,000 
Estimated 1970-71 ___________________________________ 9,200,000 
Actual 1969-70 ______________________________________ 767,256 

Requested increase $5,200,000 (56.5 percent) 
Total recommended reductionc_________________________ Pending 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

For the first time since the 1930 's, the state in September 1971 will 
not have sufficient cash to meet its obligations. 1V e recommend this item 
be held over pending the determination of how this cash deficit win be 
financed. 
GENERAL PROGRAM STATEMENT 

This item presents a statement of the cash flow of General Fund 
receipts and disbursements on a monthly basis through the past, current 
and budget years. Each statement indicates the months in which the 
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Department of Finance anticipates that General Fund disbursements 
will exceed collected revenues and provides an estimate of the total 
special fund resources available to meet temporary borrowing require· 
ments of the General Fund. The interest paid will depend upon the 
total amount borrowed and the length of the borrowing period in 
conjunction with the current rate of' interest. 

Normally, the General Fund will borrow from other state funds 
during 7 of the 12 fiscal months with peak borrowing occurring during 
the month of March. These loans are then repaid in April when personal 
incomf' tax payments are received. Table 1 summarizes for the current 
and budget years the cstimated monthl)· cash condition of the General 
Fund, the antici pated schedule of borrowing and repayment of General 
Fund. loans, and the estimate of available borrowing resources from 
special funds. The last column in Table 1 estimates the unused bor· 
rowing capacity and identifies remaining special fund reserves available 
from which the General Fund can borrow without resorting to external 
financing (e.g. tax anticipation notes or registered warrants). 

jl.NALYSIS AND RECOMMENDATIONS 

Due to heavier·than·normal borrowing. the projected General Fund 
loan requirements for September and October 1971 and March 1972 
will for the first time since the 1930 's exceed the state's internal bor· 
rowing capacity. Table 1 shows that on September 30, 1971, the Gen· 
eral Fund ,,,ill have cumulative borrowing requirements amounting to 
$497 million. Internal borrowing resources, however, will be able to 
provide only $449 million of this amount, leaving a cash deficit of 
approximately $48 million. This means that unless corrective action is 
taken, the state will run out of cash in September 1971. 

The Department of Finance anticipates that this deficit can be financed 
by the issuance of tax anticipation notes, by starting personal income. 
tax withholding on ,July 1, 1971, or by the issuance of reg-istered war· 
rants. The first two alternatives require special legislation, whereas 
the issuance of registered warrants is presently authorized by law. 

It must be emphasized that the availability of borrowable funds is 
estimated on an end·of·month basis and that these figures do not repre· 
sent peak.period borrowing requirements for all months. In those 
mont.hs where revenues from major tax sources are received during the 
last few days of the month, peak borrowing will occur on or near the 
26th day when the salary transfer is made from the General Fund to 
the State Payroll Revolving Fund. Peak· period borrowing require· 
ments may exceed end·of·month requirements shown in the budget by 
as much as $100 million. As a result September 1971 cash needs will be 
substantially in excess of the $48 million shown in Table 1. 

The General Fund will be forced to borrow more heavily in 1971-
72 than it did in 1969-70 and 1970-71 for two reasons in addition to 
the budgetary deficits. 

1. The unrestricted su.rplnses derived from. the 1967 tax program 
and the 1968-1969 revenuc windfall from the Vietnam buildup were 
depleted at the beginning of the cU"'ent year. The 1969-70 excess of 
disbursements over receipts was funded from a beginning cash balance 

175 



General Fund Cash Flow 1970-71 and 1971-72 
Estimate of General Fund Borrowing and Borrowing Capacity 

(in millions) 

Month Receipts 
$323.8 
319.9 
227.0 
390.8 
037.4 
247.4 
2!)2.0 
348.1 
455.3 

Disbursements 
$362.8 
485.7 
347.3 
441.2 
382.0 
451.6 
409.7 
484.5 
387.7 
525.7 
358.4 
388.6 

Ourrent 
deficiency 
or e:tcess 

Oumulative 
borrowing 

July 1970 ________________________________________ _ 
August ___________________________________________ . 
September ________________________________________ . 
October __________________________________________ _ 
N oyemher ________________________________________ _ 
December ________________________________________ _ 
.Tanuary 1971 _____________________________________ _ 
February _________________________________________ . 
~Iarch ___________________________________________ _ 
April ____________________________________________ _ 
~Iay _____________________________________________ _ 

June _____________________________________________ . 
1971-72 
July _____________________________________________ _ 
.August ________________________________ ..:. _____ .:.. ____ . 

. September ________________________________________ . 
October __________________________________________ _ 

Novemb~r-----------------------------------------December _____________________________ ..: __________ _ 
January 1972 _____________________________________ _ 
February _________________________________________ . 
~Ial'ch ___________________________________________ _ 
April ____________________________________________ _ 
]day _____________________________________________ _ 
June 1972 ________________________________________ _ 

1,006.9 
357.0 
370.9 

233.6 
368.1 
271.7 
405.8 
574.1 
256.6 
296.1 
357.0 
509.6 

1,085.0 
402.0 
391.8 

401.9 . 
456.3 
386.7 
393.4 
395.8 
393.8 
390.3 
466.4 
619.9 
388.9 
357.0 
374.6 

1 The General Fund had a. eash balance of $64.3 million on June 30, 1970, therefore it was not necessary to 
borrow in July 1970 to cover the reyenLle deficiencies. 

$-39 
-16fi.8 
-120.3 
-;;0.4 
155.4 

-204.2 
-157.7 
-136.3 

67.!) 
481.2 
-1.3 

-17.8 

-168.4 
-88.2 

-115.0 
12.3 

178.3 
-137.2 
-94.3 

-109.4 
-110.3 

696.1 
45.1 
17.2 

$141.8 
262.2 
311.8 
1!i6.3 
360.9 
518.9 
65;'.9 
587.8 
107.0 
107.0 
126.0 

294.0 
382.0 
497.0 
48ti.O 
307.0 
444.0 
538.0 
648.0 
758.0 

62.0 
17.0 

J: ~ 0 

3 " B 

~ 0 
~ 
~ rJ B , <D 

Unused OI~ 0 

Borrowing borrowing 'tJ " '" capacity capacity ~ 

" $640.6 $640.6 ~ 
534.9 393.1 .:( 
547.1 284.9 -l 
497.0 18fi.~ ~ 
462.3 306.1 
47:;.1 114.2 ~ 
706.9 188.0 ii' 
800.2 144.3 r 742.2 154.4 0 
629.9 522.9 0 

583.2 476.2 ~ 
~ 

549.8 423.8 
;. 
< • 

534.8 240.8 a. 

488.4 106.4 
448.8 --48.2 
456.4 -28.6 
420.2 113.2 
477.0 33.0 
695.8 157.8 
793.2 145.2 
738.9 -19.1 
632.5 570.5 
535.8 518.8 
497.7 497.7 

\:;! 

S .... .... 
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of $309 million. This cash balance was drawn down to a' balance of 
$144 million (including $80 million in advances to bond funds) at the 
beginning of the current year. In contrast, the budget year will begin 
with a cash balance of $1.6 million and a cash deficit (i.e. outstanding 
debt) of $126 million. 

2. Unencumbered balanoes of oontinuing appropriMions will be liqui
dated d''''ing the ourrent year. Prior- and current-year cash surpluses' 
were partially protected ,by appropriations which would normally be 
expended over a period of years. Expenditures from these appropri
ations were made in addition to current-year a:athorizations, but as 
long as new appropriations, which would also carryover into future 
years, were continued at or near the level of the prior year, the cash 
position was protected. The prior-year obligations which carried over 
into 1970-71 amounted to $130 million. l\iost of these appropriations 
will not be continued, but will be liquidated during the current year. 
Because the 1970-71 Budget did not set aside an amount equal to these 
prior-year obligations, the unrestricted surplus was overstated and the 
budget in effect appropriated more funds than were actually available. 

Borrowing Resources 

The General Fund normally borrows from two internal sources, the 
State Highway Fund and the Pooled Money Investment Account. 
Table 2 compares the original 1970-71 Budget estimate of loanable 
funds available during the current year with the actual available dur
ing the first six months of this year and the estimates for January 
through June 30, 1971, contained in the Governor's 1971-72 Budget. 

Table 2 
Comparison of 1970-71 and 1971-72 Budget 

Estimates of Loanable Funds Available 
During the 1970-71 Fiscal Year 

(in millions) 
19"/0-"11 Budget esUmate 

PM[ 1 Highway 
Month Account Fund 

July 1970 _____________ $565.6 
August ________________ 488.6 
September _____________ 470.8 
October _______________ 519.6 
November ________ ._____ 439.9 
December _____________ 433.8 

January 1971 __________ 663.2 
February '______________ 775.5 
Murch ________________ 751.0 
April _________________ 639:8 
May __________________ 511.5 
June 1971 _____________ 507.9 
1 Pooled Money Investment Account. 

$20.0 
20.0 
10.0 
10.0 

10.0 
20.0 
20.0 

50.0 
50.0 

1971-72 B.dg~t 
PMl 1 HighwUIJI 

Account Fund. 

$528.1 
470.0 
475.4 
456.7 
427.3 
457.7 

Actua~ 
$112.5 

64.9 
71.7 
40.3 
35.0 
17.4 

Estimated 
675.9 31.0 
768.2 32.0 
725.2 17.0 
609.9 20.0 
503.2 80.0 
491.8 58.0 

The Department of Finance has indicated that the estimate of loan
able funds available on an end-ai-month basis will vary irom the actual 
depending upon the day-to-day transier of tax payments, the unpre
dictable requirements of the major funds such as the Highway Fund, 
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and on the changing composition of funds with respect to their borrow
ability. This explanation accounts for most of the variations found in 
the Pooled Money Investment Account. 

Table 2 shows that the availabilit, of loanable funds from the State 
Highway Fund has increased significantly since the original 1970-71 
Budget estimate. This increase is misleading, because the earlier esti
niate prepared by the Division of Highways was based upon the 
monthly low point of anticipated fund availability. The revised esti
mate contained in the 1971-72 Budget is based upon the end-of-month 
Highway Fund condition which is consistent with the estimates for 
the pool. 

PROVISION FOR SALARY INCREASES 

Items 75, 76, and 77 from the General 
Fund Vol. I p. 264 Budget p. 60 

Requested 1971-72 ______________ ._____________________ $4,754,000 
Estimated 1970-71 ___________________________________ 39,044,885 
Actual 1969-70 ____ . __________ ~______________________ 58,830,356 

Requested decrease $34,290,885 (87.8 percent) 
Total recommended augmentation _____________________ $81.593,900 

AnalY8i8 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Salary Increase. A1tgment $42,351!,000 from the General 179 
F1tnd and $34,590,000 from specia.l and other funds. Recom
mend a budget augmentation to provide a 5-percent general sal-
ary increase for all state employees except certain statutory and 
faculty positions to offset the increase in cost of living. 

2. Salary Inc,·ease. Augment $39,243,900 (General Fund). 180 
Recommend a budget augmentation to provide a 10-percent in
crease in faculty salaries at the University and state colleges 
to provide for a two-year cost-of-living ad.iustment. 

CIVIL SERVICE AND RELATED CLASSES 

We recommend a budget augmentation of $76,940,000 to provide a 
5-percent !jeneral salary increase for aU state employees except cer
tain staht/ory and faculty positions. 

The proposed salary increase augmentations for the fiscal 1971-72 
year total $11,072,000 ($4.754,000 General Fund. $6,318,000 special and 
other funds) and provide only for fringe benefits which are related 
to (1) premium pay for overtime, (2) night shift differential, and (3) 
unemployment insurance. Provision for increases in judges salaries 
is in Item 78. 

No augmentation is provided in the budget to 'offset the increase in 
cost of living to the state employee. The consumer price index for 
California shows a cost of living increase of 5 percent for the current 
year. Other governmental bodies in California are increasing com pen-

178 



Items 75-77 Provision for Salary Increases 

sation to employees in response to the rise in cost of living. For exam
ple, between October 1969 and October 1970, the City of Los Angeles 
provided an average increase of 9.8 percent; the County of Los Angeles 
8.2 percent; and San Francisco, 5.4 percent. The July 1, 1970 salary 
increase for federal civil service employees ave-raged 6.0 percent in re
sponse to a national cost Of living increase of.6.0 percent. 

Under Section 18850 of the Government Code, it is stated clearly 
that consideration shall be given to the prevailing rates for comparable 
service in other public employment and in private business in relation 
to establishing and adjusting compensation to civil service employees. 
As a consequence, we recommend a salary increase augmentation of 
$76.940,000 to provide a 5-percent general salary increase for all state 
employees except statutory positions under the following four salary 
setting authorities: (1) the Department of Finance for certain exempt 
positions, (2) the State Personnel Board for the state civil service 
employees, (3) the Trustees of the State Colleges for its emplo)'ees and 
(4) the Regents of the Universityof California for its employees. The 
total amount requested for civil service and related classes is funded 
as follows: $42,350.000 from the General Fund, $22,220,000 from special 
funds, and $12,370,000 from other funds. These latter two amounts are 
not included in the Budget Bill but are allocated by the Department 
of Finance in accordance with language included in the salary augmen
tation items of the Budget Bill governing the General Fund appropri
ations. Table 1 summarizes the recommended salary adjustments by 
funding source. No funds are recommended for special inequity ad
justments. 

Table 1 
Summary of Recommended Augmentations for Salary Increases 

(a) 5.0 percent general increase 
(cil'il ser\'ice !lnd exempt) ________________ $30

1
050,000 

(b) 5.0 percent general increase 
(nonfaclllty classes of Uni'"ersity}__________ 7·,090,000 

(e) 5.0 percent general increase 
(noninstructional classes of state colleges) __ 5,210,000 

Special and Other Funds 1 

Special Funds 5.0 percent general increase 
(civil service and exempt) ______________ $22,220,000 

Other Funds 5.0 percent general increase 
(civil service and exempt) _______________ 12,370,000 

Total Special and Other Funds ______ _ 

GRAND TOTAL, all funds _____________ _ 

$42,350,000 

$34,590,000 

76,940,000 

1 "Other runds" are nongovernmental cost runds for \rhlch moneys are derived from sources other than general 
or special taxes, licenses, fees or other state revenues. Examples are the State Compensation Insurance 
Fund, Unemployment Compensation DisablUty Fund, Correetional Industries Remlv1ng Fund and the Pr(}o 
fesslonal and Vocational Standards Fund. 
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Provision for Sala,ry Increases-Continued 
SALARY STRUCTURE AT THE UNIVERSITY AND 

STATE COLLEGES 
Those positions generally categorized as "academic" positions at the 

University and state colleges normally receive separate salary considera
tion in the Budget Act appropriations. These classes include faculty 
and faculty related groups at the University and instructional and 
instructional related groups at the state colleges. Separate consideration 
is necessary because these academic classes are not included in the state 
Personnel Board salary survey resnlting in the possibility of different 
rates of increase from those given civil service employees. 

In the 1970-71 budget the Legislature approved a "cost-of-living" 
increase equivalent to 5 percent for all state civil service and exempt 
employees plus those nonacademic employees at the University and 
state colleges but no salary increase funds were appropriated for the 
academic classes. The budget makes no provision for salary increases 
for these academic classes in 1971-72. 

Table 1 shows the percentages appropriated for academic salary in
creases since 1959-60 for the Univ~rsity and state colleges. 

Table 1 
Faculty Salary Increases 1959-60 through 1971-72 

UniL'el"siiy 
California 

1959-60 __________________________ 5.0~ 

1960-61 __________________________ 7.5 
1961-62 _________________________ _ 
1962-63 __________________________ 6.0 
1963-64 __________________________ 5.0 
1964-65 _________________________ _ 
1965-66 __________________________ 7.0 
1966-67 __________________________ 2.5 ' 
1967-68 __________________________ 5.0 
1968-69 __________________________ 5.0 
1969-70 __________________________ 5.0 
1970-71 _________________________ _ 

1971-72 (proposed) ______________ _ 
(Legislative Analyst's 

recommendation) ________________ (10.0) 

CalijQrll1"a 
State Oolleges 

5.0~ 
7.5 

6.0 
5.0 

10.0 
6.6 
5.0 
7.5 
5.0 

(10.0) 

Effective 
da·te 

7/1/59 
7/1/60 

4/1/62 
1/1/64 

7/1/65 
7/1/66 
7/1/67 
7/1/68 
7/1/69 

(7/1/71) 
1 Plus employer contributions equivalent to 3 percent for an annuity to complement the retirement system. 

Academic Salaries 

We recommend an augmentation of $39,243,900 for a 10-percent in
crease in faculty salaries at the University and state colleges to provide 
for a two-year cost-ol-living adjustment. The elimination of the aca
demic classes from participation in the 1970-71 cost of living increase 
resulted in a penalty to those individuals in the form of a reduction in 
purchasing power. Our recommendation is based on the concept that 
this penalty should be limited to one year and not be continued on a 
permanent basis. To accomplish this, a 5-percent increase is necessary 
to equalize the purchasing power of the academic classes with that of 
other state employees plus an additional 5 percent for estimated cost 
of living increases during 1971-72. 
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This would be broken down as follows: 
University of California . Faculty ________________________________________________ $11,961,100 

Faculty related _________________________________________ 5,646,900 
California State Colleges 

Instructional __________________ .,. ________________________ $20,975,400 
Instructional related ____ :... _______ "_________________________ 660,500 

Coordinating Council Recommendations 

Senat.e Concurrent Resolution No. 51 of the 1965 General Session 
directed the Coordinating' Council for Higher Education to submit an
nually to the Governor and the Legislature a facnlty salary and wel
fare benefits report including certain supplemental information affect
ing the welfare of faculties and involving cost implieations to the state. 
The formal report adopted by the council on November 9, 1970, was 
limited to salary comparison data and at onr reqnest the supplemental 
information was submitted to ns by council staff on January 21, 1971. 

The recommendation of the Coordinating Conncil was for 11.2 per
cent for faculty salaries at the University of California plus an in
crease in fringe benefits of 5.3 pereent for a total compensation in
crease of 16.5 percent. For the state colleges the recommended increase 
was 13 percent for salaries plus an increase of 6 percent for fringe 
benefits for a total of 19 percent. If implemented, these recommenda
tions would require a total appropriation 'of $70,824,000 of which 
$29,123,000 would be for the University and $41,771,000 for the state 
colleges. 

The recommendations were de.veloped using the revised methodology 
as approved by the council in .Tuly 1969 and used for the first time in 
last year's report. The method uses the average all ranks salary date 
reported to the American Association of University Professors (AAUP) 
and compares this to t.he median salary of 19 comparison institutions 
for the University and 102 comparison institutions for the state col
leges. Because the lat.est data available are for the 1969-70 academic 
year, a two~year projection of the comparison institution data is neces
sary using a five-year moving average. 

For the University a list of 19 institutions are used for comparison. 
These are Ivy League institutions (minus Dartmouth because of its 
lack of grllduate emphasis) and the "Big Ten" institutions plus 
Chicago and Stanford. 

For the state colleges three groups of institutions were combined to 
form a list of 102 universities. The first group represents the major 
public university from each of the 50 states. The second group adds 20 
more public universities that have a minimum of two professional 
schools and confer an annual average of 15 doctorates in at least three 
nonrelated disciplines. The third group was comprised of 32 private 
universities that meet the criteria for the second group. The results of 
the council survey using these lists are shown in Tables 2 and 3. These 
include seven years of actual salary data and two years of projected 
data. . 
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Provision for Salary Increases-Continued 
Table 2 

Items 75-77 

University of California Faculty Salary Comparisons 
OQ1nparisolt ius.titutions University of Oalifornia 

Median Percent Percent Percent 
average chatloe over Average chan-ge over salary 

Actual salary prior year salary prior year lag 

1963-64 ---------- $10,366 $11,054 
1964-65 ---------- 11,450 10.5 11,175 1.2 2.5 
1965-66 ---------- 12,451 ·8.7 11,899 6.5 4.6 
196tH17 ---------- 13,124 5.4 12,281 3.2 6.9 
1967-68 --------- 13,855 5.6 13,174 7.3 5.2 
1968-69 ---------- 14,603 5.4 13,965 6.0 .4.6 
1969-70 ---------- 15,557 6.5 14,895 6.7 4.4 
Projected 
1970-71 ---------- 16,431 5.3 15,403 3.4 l 6.7 
1971-72 ---------- 17,123 4.2 (15,403) 11.2 

Table 3 
State College Faculty Salary Comparisons 

Oomparison institutions Oalifornia Sta,te Oolleges 
Median Perce1tt Pe1'cellt Percent 
average change over Average change over salary 

Actual salary vt:ior year salary prior year lag 

1963-64 ---------- $9,257 $9,210 0.5 
1964-65 ---------- 9,769 5.5 9,692 5.2 0.8 
1965-66 ---------- 10,438 6.8 10,613 9.5 ( +1.7) 
1968-67 ---------- 10,947 4.9 11,272 6.2 ( +2.9) 
1967-68 ---------- 11,969 9.3 11,850 5.1 1.0 
1968-69 ---------- 12,724 6.3 12,882 8.7 ( +1.2) 
1969-70 ---------- 13,446 5.7 13;598 5.6 (+1.1) 
Projected 
1970-71 ---------- 15,394 6.8 13,618 0.1 6.0 
1971-72 ---------- 15,394 6.7 (13,618) 13.0 

Objections to the Coordinating Council Survey 

In our last year's analysis we expressed reservation to the new pro
cedure developed by the council, particularly the list of 102 universities 
used to compare with the state colleges. This list was developed in re
sponse to a legislative directive to revise the list of state college com
parison institutions to more- properly reflect institutions assigned the 
same functions as the colleges. It is interesting to note tbat the state 
colleges could not meet the criteria necessary to qualify as one of the 
comparison institutions. Our greatest reservation with the list was what 
we believe to be the unjustified inclusion of 32 private universities 
(Stanford, Harvard, Yale, MIT, Princeton, etc.) which are not com
parable and substantially increased the salary level of the comparison 
list. 

There are other indications that the procedure used is unreliable. 
Because the latest AAUP data are from 1969-70 salaries, a two-year 
projection is necessary. In last year's projection for the state colleges, 
1969-70 average salaries were estimated to be $13,647 or a 7.3-percent 
increase. Actual data show this was $13,446 or only a 5.7-percent in
crease. This difference probably occurs because of the use of a five-year 
moving average increase, thus eliminating from the projection any im
mediate effect in the nationwide salary increase patterns. 
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Of even greater unreliability is the use of all ranks average data 
without adjusting for staffing patterns of different institutions. 1£ one 
institution has a large percentage of its faculty in the professor rank, 
then its average salary would be greater than an institution with a 
lesser perrentage even though both institutions may have the same 
salary ratc structure. A cl.ear example of this is a comparison of indi
vidual state colleges with each other using AAUP data. Using the same 
uniform salary scales. San .Jose reported an average 1969-70 salary of 
$14,537 while Dominguez Hills reported an average of $12,301 or a 
difference of $2,236. In other words, even though faculty at San Jose 
and Dominguez Hills are paid on the basis of identical salary scales, 
the AAUP data show that an increase in excess of 18 percent would be. 
necessary to ad.iust Dominguez Hills ·to the average level at San Jose. 
Nearly 13 percent would be necessary to bring Humboldt to the San 
Jose level. 

Extending this type of comparison further, one could clearly show 
that the 1969-70 state collep:e salaries were superior to those in the 
Big Ten. Only one of the nine public universities of the Big Ten, 
Michigan, exceeds the average salaries of San Jose and only one other 
institution, Iowa, exceeds San Francisco. Even if we compare -total 
compensation (salaries plus fringe benefits), San ~Jose still exceeds five 
of the nine schools (Indiana, Illinois, Michigan State, Wisconsin, Ohio 
State). 

Our poiut is not that the state colleges were highly salaried in 
1969-70 hut that the AAUP data is not reliable for comparing one in
stitution to another. 

In recop:nition of some of these difficulties the regents did not en
dorse the 1l.2-percent salary and 5.3-percent fringe benefits'recom
mendations of the council. Although the regents authorize transmission 
of the data supporting these recommendations to the council they did 
so with the stipulation that the regents' recommendations would follow 
at a latter date. As of this writing lIO action has been taken by the 
regents. 

The Coordinating Conuril, although approving this year's report, di
rected its staff to restudy the entire salary increase procedure with the 
goal of developing a more reliable method for next year. 

Fringe Benefits 

No provision has. been included in the Governor's Budget for faculty 
fringe benefits. The Coorrlin~ting Council recommended increases of 
5.3 percent at the University and 6 percent at the state colleges. The 
council reC'ommendations <'ire for overall percentage incrE'ases only and 
no specific proposals have been recommended. We believe it is inap
propriate to provide funds for increased employee retirement, health 
and other benefits without prior review of specific proposals as to how 
these funds would be used. We believe the council should take a 
stronger role in the eVClluation of the need for fringe benefits increase. 

The council.recommendations were based on the same AAUP report 
and data used for salary reeommendation. These fringe benefit data. 
are even less reliable than the salary data because of wide variances in 
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Provision for Salary Increases-Continued 

types of retirement systems causing the elimination of many institutions 
from the listing. 

While we have recommended faculty salary increases and have also 
recommended an increase in faculty positions more nearly in line with 
the requirements of existing standards, We are aware that numerous 
students complain that faculty do not meet all their academic responsi
bilities. We believe that there needs to be stronger peer review and posi
tive action by department chairmen against offenders. 

PROVISION FOR SALARY INCREASES 

Item 78 from the General Fund Vol. I p. 263 Budget p. 60 

Requested 1971-72 __________________________________ _ 
Estimated 1970-71 ___________________________ . _______ _ 

Requested decrease $687,906 (99.3 percent) 
Total recommended augmentation _~ ___________________ _ 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$5,000 
692,906 

Pending 

1 . .rudicial Salary Increase. Withhold recommendations for a bud
get augmentation pending a more precise determination of the cost of 
living increase provided by law. 
ANALYSIS AND RECDMMENDATIONS 

The judicial salary increase augmentation for fiscal 1971-72 is pro
posed at $5,000. This amount is considerably less than what will be re
quired to provide the cost of living increase required by law. 

Under the provisions of Chapter 144, Statutes of 1964, as amended 
by Chapter 1507, Statutes of 1969, judges are entitled to an annual 
salary increase effective on September 1 of each year. The amount of 
the increase is the percentage change in the previous calendar year re
flected by the California consumer price index, as compiled and reported 
by the California Department of Industrial Relations. In accord with 
these provisions, judicial salaries for 1970-71 were augmented $699,890 
by a legislative change to the Governor's Budget for a 4.9674 cost of 
living increase. 

For fiscal 1971-72, it is expected that judicial salaries will require 
an augmentation of approximately 5 percent. Pending a'mdre precise de
termination of the adjustment percentage required, we withhold an 
augmentation recommendation for this item of the budget. 

, 
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Reserve for Contingencies 

EMERGENCY FUND 

Item 79 from the General Fund Vol. I p. 266 Budget p. 61 

Requested 1971-72 _____ ~ ______________________________ _ 
Appropriated by the 1970-71 Budget Act ______________ _ 

$1,000,000 
1,000,000 

Requested increase~None 
Total recommended reduction ________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

None 

The Emergency Fnnd provides a source from which the Department 
of Finance can allocate funds to state agencies for expenses resulting 
from unforeseen contingencies not covered hy specific appropriations. 
This item also provides authorization for the Department of Finance 
to make loans to agencies whose operations would be curtailed due to 
delayed receipt of reimbursements or revenue. 

The Emergency Fund request of $1,000,000 is a token of the amount 
actually needed in every year since 1959-60. To meet the actual reo 
quirements a deficiency appropriation has. been necessary toward the 
end of each fiscal year. For 1970-71. the department anticipates a 
deficiency of $4,175,000. Listed below are the 1970-71 allocations of 
more than $100,000 each exclusive of transfers to meet salary increases. 
Salary increases added $39.7 million to the allocations shown. 

Support 
Department of Justice, aid to victims of crimes of violence ___________ _ 
Incrense in IH'alth IHmefit!ol lind annuitants . _ .. ____________________ _ 
Department of Conservation, contracting counties, salary increase _____ _ 
Emergency· fire suppression and detection __________________________ _ 
Department of Corrections, court costs and county charges ___________ _ 
Cost of additional judgeships _____________________________________ _ 

$100.000. 
539.191 
125.669 

3,138,000 
127,540 
360.291 

Total Allocations ______________________________________________ $4,675,718 

The anticipated $4.7 million deficit in the 1970-71 Homeowners' 
Property Tax Relief Program is not ineluded in this schedule. Special 
Emergency Fund legislation will be required to fully reimburse local 
governments for property tax losses resulting from this exemption. 

Emergency Fund expenditures in 1970-71 have not been subjected 
to legislative review. Where appropriate, we comment on such expendi
tures in the analysis of the individual agency budgets. Control language 
in the 1970 Budget Act limited the use of the Emergency Fund to 
purposes which had been specifically approved by the Legislature in the 
budget act or other bills. 

Shown below are the amounts budgeted and allocated along with the 
deficiency appropriations for years since 1963-64. 
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Emergency Fund-Continued 
Emerge~cy Fund, Appropriations and Allocations 

1963-64 to 1 ~71-72 

Fiscal year . Appropriated 
1963--64 ___________________________ $1,000,000 
1964-65 ___________________________ 1,000,000 
1965--66 ___________________________ 1,000,000 
1966--67 ___________________________ 1,000,000 
1967-68 ___________________________ 1,000,000 
1966--69 ___________________________ 1,000,000 
1969--70 ___________________________ 1,000,000 
1970-71 ___________________________ 1,000,000 
1971-72 (proposed) ________________ 1,000,000 

LEGISLATIVE CLAIMS 

Allocated 
to agencies 
$4,297,640 

5,106,500 
5,148,643 
9,321,117 
4,238,515 
4,954,513 
4,259,585 
4,675,718 

Deficiency 
appropriation 

$4,750,000 
4,436,500 
5,400,000 
8,341,951 
3,908,000 
5,086,631 
4,000,000 
4,175,000 

Item 80 from the Several Funds Vol. I p. 271 Budget p. 25 

Requested 1971-72 _________________________________ _ 
Estimated 1970-71 _____ ~ ___________________________ _ 
~ctual 1969-70 ____________________________________ _ 

ANALYSIS AND RECOMMENDATIONS 

$95,617 
232,802 
230,686 

These funds pay all general claims and" good samaritan act" awards 
approved by the Board of Control as well as miscellaneous' claims 
granted on direct appeal to the Legislature. Claims approved between 
March 1970 and November 1970 are included in the 1971-72 request 
shown above although all aiaims approved through March 1971 will be 
included in the 1971-72 budget. ~t the time this item is set for hear
ing the Department of Finance will request that the 1971-72 budget 
figure be augmented to include claims approved by the board between 
November 1970 and March 1971. 

Because the amount originally requested in each budget reflects only 
eight montns of claims it always appears lower than the amount which 
is actually expended in the previous year and the increase is generally 
assumed to be a result of legislative action. In reality, the Legislature 
has given the claims bill a very critical review and has reduced or 
eliminated many of the awards each year. 

Tab!e 1 
Proposed and Actual Expenditures for Legi'alative Claims 

1971-72 ____________________________________________ _ 
1970-71 ____________________________________________ _ 
.1969--70 ____________________________________________ _ 
1966--69 ____________________________________________ _ 

Request 
$95,617 
166,921 
140,039 
539,963 

Actual 

$232,802 
230,686 
645,364 

~ll of the claims which are approved by the board are reviewed by 
the Legislative ~nalyst and those which are of special interest, those 
which were recommended for denial by the agency charged with their 
review, or those involving large sums of money are specifically brought 
to the attention of the subcommittee in each house which hears the 
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item. Approximately 300 awards were made in 1970 and 41 of these 
were presented for legislative review. This office will prepare a supple
mental report on the 1971-72 claims and present it to the subcommit
tees when the item is set for hearing. 

DEPARTMENT OF AGRICULTURE 

Item 81 from the General Fund Vol. I p. 279 Budget p. 65 

Requested 1971-72 ___________________________________ $12,178,574 
Estimated 1970-71 ____________________________ ~ ______ . 12,315,863 
Actual 1969-70 ______________________________________ 12,694,095 

Requested decrease $137,289 (1.1 percent) 
Total recommended reduction _________________________ $500,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Department Budget. Recommend that all department and 189 
marketing order budgets be shown in Governor's Budget or a 
supplement. 

2. Woolly Whitefly Program. Recommend department sub- 191 
mit plan for partial industry support at such time as this pro
gram changes from eradication to control. 

3. Predatory Animal Control. Recommend department de- 192 
velop plan for partial industry support to be implemented in 
1972--73 budget. 

4. Plant Q"araniine. Red".ce $500,000. Recommend reduc- 193 
tion ill support for border inspection activities .. 

5. Pesticide Quality Control. Recommend the Legislature and 197 
department study feasibility of issuing citations to aid enforce
ment of pesticide quality standards and· pesticide use regula
tions, and that the department develop a program to improve 
pesticide qualit~' control. 

6. Pestwide Regi.,tration. A·ugment Item 82 by $60,000. Rec- 199 
ommend (1) that the pesticide registration program become a 
General Fund activity with fees deposited in the General Fund 
and (2) that the pesticide registration program be augmented 
by $60,000 from available registration fees. 

7. Bureau of Weights and Measures. Recommeud weigh- 200 
master license fee increase to finance program deficit, augment 
staffing! and improve container tare regulations. 

8. Market News. Recommend department develop plan for 204 
deriving financial support from primary users of Market News 
information. 
GENERAL PROGRAM ·STATEMENT 

The Agricultural Code grants the State Department of Agriculture 
the authority to: (1) promote, protect and further the agricultural in~ 
dustry in the State of California, (2) assure producers, handlers and 
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