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3. Bilingual Teacher Grant Program 
Jferecommend approval. 
th~;BiliilgualTeacher Grant Program proVides financial assist~ceto certain 

low-income students pursuing an approved bilingual teaching certificate. In 1981-
82, a total of 1,700 awards are authorized for tuition and fees up to $3,600 annually 
for periods notto exceed three years. Themaxiinum award is a $600 increase over 
the 1980-81 award maximum of $3,000. . ., ' . . . .. . .... ' 

The budget proposes program funding(including awards and administrative 
support) of$3,049,463 in 1981-82, which is an increase of$1,831,885 over estimated 
current year expEmditures. This increase in support is due to recent legislation 
which merges ,the commission's program with the Department of Education's 
Bilinglial Teacher Corps program. C()nsequently, this increaSe represents a trans­
fer among agencies, and not an increase in state funds. 

Program Consolidation 
The Legislature enacted Chapter 1261, Statutes of 1980, which: 
• consolidated the Bilingual Teacher Corps program administered by the De­

partment of Education and the commission's Bilingual Teacher Development 
·Grants Program,.and 

• provided that the management responsibilities of the new program be as­
signed to the commission. 

This statute was based on. a study prepared by the agencies which concluded 
that the merger would provide more effective administration at a lower state cost. 
Based on planning estimates from the Department of Finartce, our analysis indi­
cates that the consolidation of programs will result in a state savings of $343,770 
for the budget year. 
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, Item 810 from the General 
. Fund and Indemnity· Fund Budget p;GG 1 

. . . 

. Requested· 1981-82 ......... ; ...................................... , ........................... :. 
Estimated ,198Q..;81· ...........•.•.•.••.................... i ........ , ............................ . 
Actual 1979-80 .......................................................................... ; ....... . 

Requested incrE)asE) (excludingarnount' for salary 
increases) $2,310,346 (+,19.3 pel:'cent) 

Total recoIIlIIlended reductiori ... : ... ;; ........................ , ................. . 

1981-82 FUNDING BV.ll'EMANDSOOitCE 
Item 
1110-001:.001 

. 810-001-214 
810-101:.001 
810-101-214 

Total 

•. . ... De§cription 
Supiortilridcash matcli 
SupPort '. . 
LocruAssistanc~various· programs 
Local Assistance-:-various programs 

'Fund 
General 
bideirinity 
Geni'lral 
Indeirinity . 

$14,262,539 
11,952,193 
5,139,008 

$S,700,783 

Amount 
$2,081,005 

449;514 
'4,870;138 
6,861,852 

$1 ~,262;539 
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SUMMARY OF MAJOR ISSUES AND R.ECOMMENDATIONS 
1. Administrative Overhead Reduce Item 816~1-001 by $304,288. 

Recommend reduction to eliminate double-funding for part of ad­
ministrative program. 

2. Urban Emergency Training Program. Reduce Item 810-101-001 by 
$500,000. Recommend elimination of Urban Emergency Training 
Program grants because the program is not authorized by statute. 

3. Career Criminal Apprehension Program. Reduce Item 810-101-
001 by $1,750,000. Recommend no program expansion prior to 
evaluation of existing projects 

4. Community Crime Resistance Program. Reduce Item 810-101-001 
by $1,187,500. Recommend deletion of funds requested to expand 
the Community Crime Resistance Program because the program 
has just begun and no evaluation of its impact has been completed. 

5. Career Criminal Prosecution Program. Reduce Item 810-001-214 
by $88,069 and Item 810-101-214 by $1,930,926. Recommend fund­
ing for the Career Criminal Prosecution Program only through 
December 31, 1981, when the authorization contained in existing 
law expires. Funding for the balance of 1981-82 should be consid­
ered in connection with legislation extending the program. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 
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The Office of Criminal Justice Planning (OCJP) was created by Chapter 1047, 
Statutes of 1973, as the staff arm of the California Council on Criminal JUstice 
(CCCJ). It is administered by an executive director appointed by the Governor. 
The council, which acts as the supervisory board to OCJP, consists of 37 members: 
the Attorney General, the Administrative Director of the Courts, 19 members 
appointed by the Governor and 16 members appointed by the Legislature. 

Organization 
OCJP is divided into five program areas: 
1. Plimning and Operations. This program, with a staff of 20.5 personnel-years, 

administers four main activities: (1) planning, which analyzes crime data and the 
criminal justice system; (2) evaluation, which analyzes grant programs and 
projects to determine whether a causal relationship exists between grant-funded 
activities and the reduction or control of crime; (3) monitoring, which seeks to 
insure that projects are being performed within the terms of the grant contract; 
and (4) technical assistance, which provides staff to assist grantee agencies in 
carrying out funded projects and encourage .the use of proven crime control 
methods. 

2. Administration. This program, which utilizes 41.5 personnel-years, provides 
executive and management services for OCJP, including CCCJ liaison, personnel, 
accounting, business services and budgeting. It also provides technical guidance 
on legal, fiscal and affirmative action questions to grantees. 

·3. Crime Resistance Task Force. The program, through a staff of one, provides 
sll.pport for the Crime Resistance Task Force, which was created by executive 
order and then authorized by statute. The objective of the task force is to encour­
age citizen involvement with police in local crime prevention programs. 

4. State and Private Agency A wards. This program provides grants to state and 
private agencies to stimulate improvements within the criminal justice system. 

5. Local Project A wards. This program provides grants for planning and ac-
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tion' projects undertaken. by 109al jurisdictions to improve law> enforcemeIl~ and 
the criminal justice system. . 

','-; , 

Changes in Federal Greint Program 
In past yeiirs,OCJP hasadininisteredfunds provided to California by the Law 

Enforcement Assistance Administration (LEU) imder the Federal Omnibus 
Crime Control and Safe' Street Act of 1968, as amended in 1976. 

In December 1979, a new federal law, the Justice System Improvement ~ctof 
1979, reauthorized LEAA and changed the provisions under which criminal justice 
grants are awarded to state and local entities; Federal fiscal year 1980 wasdesignat­
ed a transition year between the old program and the new law. 

The federal budget for fiscal year 1981 appropriated no funds for grants to state 
and local governments under the Justice System Improvement Act. However, 
OCJPindicates thatthrough 1982--83, it will continue to administer federal funds 
awarded iIi prior years. OCJpadvises that the prior-year funds, estimated at ap­
proximately $37 ritillion, have already been allocated through contracts to various 
state and local programs. OCJP will. also continue to administer federal funds, 
estimated at: approximately $6 million annually, allocated to California by the 
federal Office of Juvenile Justice and Delinquency Prevention: . 

ANALYSIS AND' RECOMMENDATIONS 
The total proposed expenditure program for the Office of Criminal Jllstice 

Planning is $50,553,947, consisting of $6,951,173 from the General Fund, $7,3II,366 
from the Indemnity Fund, and $36,291,408 in federal funds. This amount will 
increase by the amount of· any salary. or staff benefit increase· approved' for the 
budget year. Table 1 shows the proposed funding, by source, for each of 0CJP's 
five programs; 

Table 1 
Office of .Criminal Justice Planning 

Program E"penditures 
1981-82 

1. Planning and operations ................................. : 
2. Administration ................................. ,; ................ . 
3. Crime resistance task force .. : ... ; ..................... . 
4, State and private agency awards .................. . 
5. Local project awards ......... , .. ;;.: ............ ; ............ . 

Totals ............................ ; .................................. .. 

General 
Fund 

$1,091,1ll. 
874,635 

. 65,289 
50,000 

4,870;138 

$6,951,173 

Indemnity 
Fund 
$449,514 

6,861;852 

$7,311,366 

Federal 
FundS 
$457,239 
431,331 
65,289 

7,860,619 
27,476,930 

$36,291,408 

Totals 
$1,997,864 
1,305,966 

130,578 
7,910,619 

39,208,920 

$50,553;947 

Table 2 s~marizestotal OCJP expenditu,relevels for the clli"terlfand b1ldget 
years, indicating soUrces of funding, expenditures Jor each program area, aild 
proposed changes from the current year, WhileitappeilTS. from Table 2 that 
OCJP;s General Fund requirements are decreasing by' 22 percent, much of the 
decrease is attributable to OCJP's method of accounting for funds available for 
expenditure in the current year. This accounting method differs froIIl that of many 
departments becauseOCJP receiveS federal grant funds which are available for 
three fiscal' years. State matching funds are appropriated for the same period. In 
preparing the budget, all presently available state and federal grant funds, includ~ 
ing prior-year bal8Ilces still available forexpeIidittire, are shown as current-year 
expenditures: Therefore, the' current-year column includes more than one year's 
funding. .... . . .' . . ." ' ..... 

. Several majoq;rogram changes are reflected inOCJP'sGeneral Fund request. 
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The budget propbses a $1 iIpllion increase in grants to local goverrtments under 
the Crime Resistance Pfogrl}lIl, $500,000 for the Urban Einergency Training Pro­
grarp., a $2.5 million. expenditure for the Career Criminal Apprehension Program, 
and $770,138 for a Rape Victim Counseling Center Program. These increases are 
offset by a fund shift from the General Fund to the Indemnity Fund for support 
of the Career CriIriinal Prosecution Program ($4.i millibn in the budget year) , and 
a decrease of $1.1 million because no new state funds are reqUired to match LEAA 
grant funds: in tp.e budget year. . 

Table 2 
Office of Criminal Justice Planning 

Budget Summary 

FUllding 
1. General Fund ................................................... . 

.. ,2.. Indemnity Fund .... : ...................... : ................... . 

.. 3. ·.Federal Trust Fund .... :: ................................... . 
Totals ............................................................. . 

c'1!rograrn 
1. Piimning and oPerations .. : ............................ . 

Personnel-years •..................... :.: .................. . 
2. Administration .... : .............................•............... 

Personnel-years ........................................... . 
3: Crinle resistance task force ......... : ......... , ....... . 

Personnel-years ................................. : ......... . 
Subtotals ..................................... : ................... . 

Personnel-yeats ........................................ . 
4. State and private agency grants ................. . 
5. Local project awards ....................................... . 

Totals ............................................................. . 
Personnel-years ....................................... . 

Estimated Proposed 
1!J80-81 1981-112 

$8,917,193 
3,035,000 

40,011,348 

$51,963,541 

$1,704,554 
20.5 

1,391,476 
41.5 

131,524 
1 

$3,227,554 
63 

$9,825,812 
38,910,175 

$51,963,541 
63 

$6,951,173 
7,311,366 

36,291,408 

$50,553,947 

$1,997,864 
20.5 

1,305,966 
34.5 

130,578 
1 

$3,434,408 
56 

$7,910,619 
39,208,920 

$50,553,947 
56 

LegislCltionExpands OCJP's Responsibilities 

Change 
AmOUllt Percent 

-$1,966,020 -22.0% 
4,276,366 140.9 

-3,719,940 -'9.3 

-$1;409,594 -2.7% 

$293,310 17.2% 

-85,510 -6.1 
-7 -16.9 

-946 -0.7 

$206,854 6.4% 
-7 -11.1 

-$1,915,193 -19.5 
298,745 0.8 

-$1,409,594 -2.7% 
-7 -11.1 

Prior to theJ977-78 legislative session, OCjP's primary function was to adminis­
ter federal Safe Streets Act funds. Since that session, the Legislature has enacted 
a number of bills which have expanded OCJP's·responsibilities .. These new pro­
grams are discussed below. 

Youth and Family. Programs . 
Chapter 1103, Statutes ofl977, established a program to reduce the administra­

tive compleXity confronting joint-funded, multi-service youth and family pro­
gramsinvolviIi,gat least three federal grant sources and two or more state 
agepcies. Under this legislatipn, OCJP coordfuatesthe processing of grantsJor such 
activities. The two positions established to administer this program were deleted 
in 1980-81 because . the workload did not develop as anticipated: No program 
activity is anticipated in the budget year. 

Victim and Witness Assistance Centers 
Chapter' 1256, . Statutes of 1977 ,established a program within OCJP through 

which public or private nonprofit agencies can help crime victims and witnesses 
relate more effectively to the:criminal justice system. It prescribes services to be 
provided and establishes a funding schedule which is intended to reduce gradually 



Item 810 GENERAL GOYERNMENT / 1465 

state support for the program by transferring increasing Percentages of the . costs 
to local governments over a period of years. 

Chapter 713, Statutes of 1979, increased penalty assessments for felonies and 
included assessments in bail deposits. The additional revenue is deposited in the 
Assessment Fund ,and· an established percentage of tlle money in that fund is 
transferred monthly to the Indemnity Fund. Revenues received by the IndeIIlnity 
Fundare divided equally between OCJP (for allocation to local centers aiding 
crime Victims and witnesses) and the Board of Conp-oI's Indemnification bf Pri­
vate Citizens Program which provides direct assistance to crime victims and citi­
zens who sustain injuries while aiding crime victims. The provisions dfthiS law 
terminate on January 1, 1982. 

In the budget year, OCJP proposes expenditures of $3,lS4,023 from the Indemni­
ty Fund, consisting of $184,023 for program administration and $3,000,000 for 
grants to local victim and witness assistance centers. OCJP estimates that sufficient 
revenues resulting from. Chapter 713, will be availaple to fund the prograIIl 
throughout the budget year. ' 

Career Criminal Apprehension Program 
Chapter 1167, Statutes of 1978, established a career criminal apprehension pro­

gram. Participating local law enforcement agencies are required to concentrate 
enhanced management efforts and resources on career criminals (serious repeat 
offenders). Such efforts include crime analysis and improved management of 
patrol and investigative operations. The act states that this program is to be sup­
ported withfederal funds made available to CCCJ.These provisions oflaw termi­
nate on January 1, 1983. 

OCJP indicates that the program has Qeen supporteq with a total of$1.9 inilliOIi 
of federal LEAA funds during the past and current years. Eight local projects have 
been established. As required by the enapling legislation, OCJP has begun to 
evaluate the eight existing projects. The Governor's ijudget indicates that the final 
report will be completed by the end of 1981. 

In 1981-82, the Governor's Budget proposes to expend $2.5 IIlillion from the 
General Fund to (1) assist the existing projects' trlVlsition to lpcal funding and (2) 
create additional projects in local law enforcentent agencies. . 

Crime Resistance Task Force 
Chapter 578, Statutes of 1978, gave st~tutory status within OCJP to a California 

Crime Resistance Task Force originally created Oil August 5, 1977, by executive 
order. Its purpose is to assist the Governor and OCJP in furthering citizen involve­
ment in local law enforcement andcrimereststanceefforts. This measure also 
established a California crime resistance grant program, and encouraged CCCJ· to 
make federal funds available to implement it. The provisions of the law will sunset 
on January 1, 1983. . 

OCJP indicates that $1 million, consisting of 50 percent federal and 50 percent 
state funds, waS made available in the spring of HY19-80 to establish eight local task 
forces. An additional $500,000 (50 percent feder~land 50 percellt state) is available 
in the current ye~r. OCJPadvises that these funds will support the existing projects 
through the spring of 1981. ' 

In the budget year, OCJP proposes to expand the program arid distribute 
$1,125,000 (General Fund) to eight existing and 15 additional local crime resist­
ance projects. The budget also requests $130,578, consisting of $65,289 from the 
General Fund and. $65,289 of fede~al funds, tp administer the program. 
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Career Criminal Prosecution Program 
.Chapter 1151, Statutes of 1977, created a progr"lIll to aiddistnctattorneys' offices 

in prosecuting career criminals. The law provides thatthe career criIpinal prosecu­
tion units shall perform "vertical" prosecution, whereby one prosecutor follo:w:s a 
particular case .to its conclusion. The act also establishes guidelines for pros~cutors 
to follow in. seeking sentences for individuals considered to be career crimjnals. 
The statute'sprovisions terminate on January 1, 1982. 

OCJP received. $3.2 million from the General Fund. which it allocated to 13 
district attorney's offices in the current year. An additioiuu $100,000 was proVided 
from the General Fund for program administration. . . . . . 

In 1981-82: OCJP proposes to increase the funding level to $3,861,852 for awards 
to local projects and $230,491 for 0CJP's administration. These expenditures would 
be made from the Indemnity Fund. 

Rape Victim Counseling Centers Program . 
Chapter 917, Statutes of 1980, transferred the Rape Victim CounseliIig Centers 

Program from the Department of Social Services to OCJP. This program proVides 
grants to local rape victim counseling centers which meet criteria specified in the 
act. . 

OCJP requests $150,000 from the General Fund to admini.ster the program and 
to establish permanently 1.5 staff positions. The proposed grant program will total 
$620,138 from the General Fund in the budget year. This consists of $207,638, Which 
is thelevel of funding previously appropriated to the Department of Social Serv­
ices, and $412,500, which was the funding level appropriated in the enabling 
legislation to offset a decline in LEAA grant support to the program. 

Administrative Overhead 
We recommend.a ee"neral Fund reduction of $304,288 (Item810-001~OOl) to eliminate 

double-budgeting for administrative overhead. . 

OCJP requests $1,305,966 for its central administration program in 1981-82. The 
budget for this program supports the executive director, deputy directors, budget 
personnel, related. staff, and operating expenses. 

For 1981-82, OCJP submitted five budget change proposals requesting (a) in­
creased funding for various programs, and (b) an additional $304,288 or 82.2 per­
cent of the. incre~ed program administration costs, to fund part of the costs of 
OCJfl's central administration. Staff indicates that the administrative overhead 
cllarge is necessary because the amount of federal support available to offset the 

. central administration program will decrease in the budget year. 
Our analysis reveals that the costs of the central administration. program are 

funded directly with state and federal funds in OCJP's proposed budget for per­
sonal services, operating expenses, and equipment. Thus, the request for a<idition­
al overhead funds represents double-budgeting for part of 9CJP's administrative 
costs. . 

Because OCJP has requested double-funding for part of its adminis.trative pro-
gram, we recommend a General Fund reduction of $304,288. ., 

Urban Emergency Training Program 
We recommend that funds for the proposed Urban Emergency Training Program be 

deleted because the program has not been explicitly authorized in statute, for a Genetal 
Fund savings of$5OO,OOO {Item 81();.lOl-OOlj. 

OCJP requests $500,000 from the General Fund to create an Urban Emergency 
Training Program and provide grants to at least three law enforcement agencies 
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in major urban areas. The program. wow.d assist the agencies to perform civil 
disorder planning based on training which their personnel receive at the Califor­
nia Specialized Training Institute (CSTI). CSTI, which is administered by the 
Military Department, provides training in such subjects as civil emergency man-
agement, anti-terrorism, and officer survival. I 

The proposed program would represent a departure from OCJP's statutory 
responsibilities. All of the other programs which we discuss' in this analysis are 
specifically established and delegated to OCJP by law. The authorizing legislation 
generally specifies program guidelines, establishes criteria for entities receiving 
grants, and frequently requires periodic reports to the Legislature. In contrast, 
neither the Urban Emergency Training Program nor the program on which it is 
based, CSTI,. has been authorized by statute. Thus, no· guidelines or program 
requirements have been established that the Legislature could use in overseeing 
the expenditure of state funds. 

In our analysis of the Military Department's budget (Item 894-001-(01), we 
recommend a reduction in the proposed funding of CSTI because the Legislature 
has not authorized the program by statute. We propose six-months funding for 
CSTI in the budget year to insure its continuation until January 1982, which is the 
earliest that legislation enacted to authorize the program could take effect. 

Because (a) the Urban Emergency Training Program does not fall within 
OCJP's statutory responsibilities, (b) no legislative guidelines for the program 
have'been established, and (c) CSTI's future is uncertain, we cannot recommend 
approval of this request. Accordingly, we recommend that funds for the Urban 
Emergency Training Program be deleted from the Budget Bill, for a General Fund 
savings of $500,000. (Item 810-101-(01). If the Legislature wishes to establish this 
program, funds for the budget year could be included in the authorizing legisla­
tion. '. 

Career Criminal Apprehension Program 
We recommend that funds requested to expand the Career Criminal Apprehension Pro­

gram be deleted. because evaluations of existing projects have not been completed and the 
prograin is scheduled to terminate six months after the end of the budget year, for a General 
Fund Sa.vings of $1,75O,()(}() (Item 810-10J-{}()l). 

The Career Criminal Apprehension Program was established by Chapter 1167, 
Statutes of 1978, and it is scheduled to terminate on January 1, 1983. The law 
requires participating local law enforcement agencies to develop projects which 

. concentrate management efforts and resources on serious repeat offenders. 

. The Governor's Budget requests $2,500,000 from the General Fund for the 
program in 1981--82. OCJP indicates that most of the funds ($1,750,000) would be 
used to create additional projects in local law enforcement agencies. In addition, 
approximately' $675,000 would be used to assist in transferring eight existing 
projects to local budget support. The existing projects have been supported by a 
special award of approximately $1.9 million infederal LEAA funds during the past 
and current fiscal years. 

Our analysis of this proposal indicates that: 
1. The enabling legislation provides that the Career Criminal Apprehension 

Program shall be Federally Funded. While the availability of federal anti-crime 
funds to continue the program in 1981.:..82 is unlikely, the Legislature has made no 
commitment to continue funding it at state expense in the event federal funds are 
no longer available. . 

2. An evaluation of the existing projects has not been completed. OCJP has 
contracted with MetaMetrics, Inc., to perform a two-year evaluation of the eight 
existing Career Criminal Apprehension projects. The Governor's Budget indicates 
that the results of the study will not be available until late' 1981. It would be 
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premature to expand the prograrp. to additional law enforcement agencies prior 
to a complete evaluation of the existing projects .. The results. of the study I;ould 
have a significant impact on the Legislature's decisions regarding corifuuationof 
the program, modification of the program design, or. expansion of the program to 
additionallocal.law enforcement agencies.' . 

3. Under existing law, funding for new projects could only continue for,six 
months beyond the budget year. The statute authorizing the program will sunset 
in January 1983, six months after the end of the budget year. Consequently, the 
appropriateness of expanding the program at this time is questionable. 

It is unlikely that federal funds will be made available to support the Career 
Criminal Apprehension Program in the budget year. Although the Legislature has 
indicated in statute that the program should be supported with· federal funds, 
California could lose the potential benefits from the substantial investment of 
LEAA funds made in past years if sOllle state support is not provided. Therefore, 
in order to protect the investment made in prior years, we recommend approval 
of OCJP's request for $750,000 from the General Fund to. assist the existing 
projects' transition to local budget support ($675,000) and to complete theevalua­
tion process ($75,000) .In the absence of evaluation data and in view ofthefact 
that the program is scheduled to terminate on January 1,1983, we do not believe 
expansi.onof the program at General Fund expense is warranted at this time, and 
accordingly recommend a reduction of $1,750,OOO-the amount proposed for pro­
gram expansion (Item 81O-10l~(01). 

Community Crime Resistance Program 
We recommend that funds to expand the Community Crime lfesistance Program be delet­

ed because the program has just begun and no evaluation of program accomplishments has 
been prepared. This will result in II General Fund savings of$1,18~5Of) (Item81f)dOl.(J()1). 

The Community Crime Resistance Program was established by Chapter 578, 
Statutes of 1978 and it is scheduled to terminate on January 1, 1983. Its PlIrpose is 
to ~nc.ourage citizen inv.olvement .in I.ocallaw enf.orCemeflt and crime resistance 
eff.orts. It also urges CCCJ t.o make federal funds available f.or its purP.oses through 
grants t.o I.ocal g.overnment agencies. 

The G.overn.or's Budget pr.oP.oses an appropriation of $1,250,000 from the Gen­
eral Fund t.oinsure support for eight existing crime resistance task f.orces through 
the budget year, and to expand the program to 15 additional law enforcement 
agencies. In additi.on, OCJP proP.oses to spend $130,578, consisting of 50 percent 
federal funds and 50 percent state funds,. to administer the program. 

0CJP indicates that a total .of $1.5 million, was allocated during 1979-80 and 
. 1980-81 to finance local crime resistance task forces. Iialf of this amount camEl from 
federal funds, and the balance came from the state General Fund.,OCjPadvises 
that these funds will support eight existing task forces for a two:year period. Based 
.on OCJPdocuments, we estimate that the earliest the eight programs could, have 
been started was June 1980. (C.onfirmation of these start-up dates ~as requested, 
buthad n.ot been received at the time this analysis was written.). Thus, the avail­
able tw.o-year funding should support the eight. task forces until June 1982. We 
estiinatean additi.onal $62,500 maybe required t.o continue thepr.ograII;lsat the 
budgeted level through the last m.onth .of the budget year. . . . 

The statute auth.orizing the crime resistance task forces requires the executive 
direct.or .of OCJP t.o report annually to the Legislature .on the .operations. and 
results .of the pr.ogram. OCJP lldvises that no reports have been submitted because 
the program has just recently begun. . 

We do n.ot believe it is appr.opriate to expand the crime resistance program at 



Item 810 GENERAL GOVERNMENT / 1469 

this time because (a) t)1e statute authorizing the program will sunset six months 
after the end of ~he budget year, (b) the existing task forces have just recently 
started operations, and (c) evaluation reports required by the Legislature have not 
been submitted.' In view of these factors, we recomme~da General Fund reduc­
tionof $1,187,500 (Item 810-101-(01) proposed for expansion 9f the program. We 
further recommend approval of, OCJP's request for $62,500 from' the ,General 
Fund, which we e~timate will insure funding for the existing eight local programs 
through the budget year. ' 

Cal'eel' Cl'iniinalPl'osecution Pl'ogram 
We recommend that Item 810-101-214 be reduced by $1,930,926 and Item 810-001-214 be 

reduced by $88,(J69 in order to limit funding for the Career Criminal Prosecution Program 
to the six-month period (July 1, ,1!i8i through December 31, 1981) for' which funding is 
authorized under existing law.' We further recommend that, if the Legislature enacts/egisla­
tion to continiJe the program beyond December 31,,1981, support1unds be included in the 
legislation. ' 

The Career Criminal Prosecution Program was established by Chapter 1151, 
Statutes, of 1977. The act provides funding to district attorney's offices to establish 
legal units that concentrate on prosecutingcareer,crimirials. The statute~s provi-
sions terminate on January 1, 1982. ' 

In the budget year, OCJP proposes expenditures of $4,092,343 for grants to 
d,istrictattorneys'offices and for administration of the program. III Gontrastto past 
years, the budget proposes to finance these expenditures from the Indemnity 
Fund rather than the General Fund. UndercuiTeIlt law, revenues collected from 
fines and penalty assessments levied for convictions 6f certain crimes are depos­
ited in the Assessment Fund and an established percentage is then transferred to 
the Indemnity Fund. ' 

Our analysis of this request indicates that: 
l.Government Code Section 13967 authorizes use ofIndemnity Fund revenues 

only to, pay claims awarded ,under the Board of Control'S Indemnification of Pri­
vateCitlzens program, lUld, for a two-year Pf:lriod ending January 1, 1982, to 
support local victinl-witness assistance centers. Thus, use of the Indemnity Fund 
to support the 'Career Criminal Prosecution program, as the budget proposes, is 
not authorized by law. 

2. The statute authorizing the program includes a sunset clause which termi­
nates the program on December 31, 1981. The Budget Bill, however; includes 
funding for the program through June 30,1982. ,', 

The' Legislature generally has followed the policy that appropriations in the 
budget should be based Qn existingstatut6ry authority, and that any costs attributa­
ble to new legislation should be included in the new legislation. Accordingly, we 
recommend that funding for the period January 1, through June 30, 1982, be 
deleted from the Budget Bill. Specifically,we recommend thatItem 810-001-214 
be reduced by $1,930,926 and that Item 8l0~OOI-214 be'reduced by$88,069. This 
would leave adequate funds to support the program for the period of time author­
ized by existing law Guly 1, 1981, through December 31,1981). We recommend 
that if the Legislature enacts a bill to continue the program beyond the statutory 
termination date, funds for the remaining six months of 1981-82 be provided in the 
legislation'itself. " 

, The Indemnity Fund amount recommended for approval ($2,018,995) would 
provide supportforthe program during the first six monthsof 1981-82. It does not 
reflect any "wind-down" savings that would occur if the Legislature' allowed the 
program to terminate as prOVided by existing law. Approval of our recommenda­
tion would provide funding cOIitinuity if the program is extended beyond Decem-

, ber 31, 1981. ' 
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COMMISSION ON PEACE OFFICER STANDARDS AND 
TRAINING 

Item 812 fromt:he PeaceOffi~ 
cers' Training Fund Budget p. GG7 

Requested 1981-82 .......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

Requested increase (excluding amount for salary 
. . increases) $206,879 ( + 1.1 percent) 

Total recommended reduction ................................................... . 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description Fund 
812'()()1-~ommission on Pea.ce Officer Stand- Peace Officers' Training 

ards and Training (Support) 
812-10l-268-Assistance to Cities and Counties for Peace Officers' Training 

Peace Officer Training 

Total 

SUMMARY OF MAJOR ISSUES .AND RECOMMENDATIONS 

$19,297,154 
19,090,275 
13,984,859 

None 

Amount 
$3,876,957 

15,420,197 

$19,297,154 

Analysis 
page 

1. Job-Specific Training .Study. Recommend positions be limited to 
December 31, 1982. 

1473 

GENERAL PROGRAM STATEMENT 
The Commission on Peace Officer Standards and Training (POST) is a 10-

member body appointed by the Governor, with the Attorney General serving as 
an ex officio member. The commission is responsible for raising the level of profes­
sional competence.of city, county and special-district peace officers by establishing 
minimum recruitment and training standards, and by providing management 
counseling .services to local law enforcement agencies. 

Through a local assistance program, the commission reimburses agencies for 
costs incurred as a consequence of participating in the training courses. Such 
reimbursements may include per diem expenses, travel, and extra salary costs for 
overtime or replacemeJ:lt personnel to fill in for employees attending courses . 

. ANALYSIS ANP RECOMMENDATIONS 
The budget proposes an appropriation of $19,297,154 from the Peace Officers' 

Training Fund for support of the POST Commission in 1981-82. This is an increase 
of $206,879, or 1.1 percent, over estimated current year expenditures. This amount 
will increase by the amount of any salary or staff benefit increase approved for the 
budget year. 

The commission and its local assistance program are supported by the Peace 
Officers' Training Fund, which derives its revenues· from penalty assessments on 
criminal and traffic fines. 

Two measures were enacted in 1980 which affected the distribution of penalty 
. assessments. First, Chapter 530 created an Assessment Fund in which revenues 

from penalty assessments would be deposited before being distributed to the 
specific penalty assessment-supported programs, such as driver training, peace 
officer training, and corrections training. In addition, Chapter 530 changed the 
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penalty assessment on criniinal and traffic fines, penalties, and forfeitures from $5 
for each $20 of fine, or fraction thereof to $3 for each $10, or fraction thereof. Under 
Chapter 530, the Peace Officers' Training Fund (POTF ) receives 28.96 percent 
of the amount deposited in the Assessment Fund. Chapter 530 is effective until 
December 31, 1983. 

Second, Chapter 1047 increased for calendar year 1981, the POTF 's share of the 
Assessment Fund from 28.96 percent to 33.03 percent, and reduced the allocation 
to the Driver Training Penalty Assessment Fund by a like amount. 

The adjustments in the penalty assessment and the distribution rates for traffic 
fine revenues are reflected in the increased revenues to the POTF in the current 
and budget years. 

Table 1 shows commission revenue from all sources. 

Table 1 
Peace Officers' Training Fund Revenues 

1977-78 .................................................................. .. 
1978-79 .................................................................. .. 
1979-80 .................................................................. .. 
1980-81 (est.) ....................... ' ................................. . 
1981-82 (est.) ...................................................... .. 

Penalties on 
Criminal Tramc 

Fines Fines 
$3,983,816 
4,184,848 
5,094,182 
5,472,096 
5,472,096 

$8,947,593 
9,507,005 

10,214,477 
10,972,239 
12,972,239 

Other 
Income" 
$436,932 
5Zl,875 
703,480 
755,665 
755,665 

" Earnings from Surplus Money Investment Fund and iniscellaneous income. 

Total 
$13;368,340 
14,219,728 
16,012,139 
17,200,000 
19,200,000 

The total funding requirements for the commission are shown in Table 2. 

Table 2 
Commission on Peace Officer Standards and Training 

Budget Summary 

Estimated Proposed Change 
1980-81 1981-82 Amount Percent 

Funding 
Peace Officers' TraIning Fund .................. .. 
Reimbursements ............................................. . 

Totals ................................................................. . 
Program 

Operations ....................................................... . 
Administration .............................................. .. 
Assistance to Cities and Counties ............ .. 
Totals ................................................................. . 
Personnel-years ........................ , ...................... . 

1. Operations , Division 

$19,090,275 
91,243 

$19,181,518 

$1,442,064 
1,685,840 

16,053,614 

$19,181,518 
72.3 

$19,297,154 

$19,297,154 

$1,916,421 
1,960,536 

15,420,197 

$19,297,154 
77.4 

This program consists of the following elements: 

$206,879 
-91,243 

$115,636 

$474,357 
274,696 

-633,417 

$115,636 
5.1 

1.1% 
-100.0 

0.6% 

32.9% 
16.3 

-4.0 

0.6% 
7.1 

a. Standards and Training. This unit establishes the basic criteria for commis­
sion certification of police training courses at police academies, community 
colleges, state colleges, universities and other institutions. It gives advice and 
assistan,ce to instructors in the preparation of courses and training programs, 
and conducts periodic field inspections to monitor instructional standards. 
Failure to meet established standards can lead to course decertification, 
thereby making costs incurred by participating law enforcement agencies in 
connection with the course ineligible for reimbursement. 

b. Management Services. This program element provides, on a request basis, 
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counseling to local law enforcement agencies relative to resolving specific 
administrative or operational problems. It also conducts inspections of local 
law enforcement agencies receiving POST reimbursements to ascertain their 
compliance with POST standards for the selection and training of personnel. 
Counseling services are provided to improve selection and training proce­
dures. 

Table 2 shows total expenditures of $1,916,421 for this program in the budget 
year. This is. an increase of $474,357, or 32.9 percent, over estimated current year 
expenditures of $1,442,064. 

Job-Specific Training Study 
We recommend that the 1.5positions proposed for a job/task analysis of job-specific 

training be limited to December 31, 1982. 

The proposed increase in expenditures in management services is due primarily 
to a request for $450,000 to provide for job analysis and validation of job-specific 
training, such as juvenile justice and burglary, homicide, and narcotic investiga­
tions. The request includes one law enforcement consultant and a half-time steno, 
plus related operating expenses (primarily contractual and consultant services) 
and equipment. 

According to POST, there are approximately 117 POST-certified courses being 
taught in California that fall within job-specific course categories. Because of the 
large amount of local assistance funds devoted to job-specific training (over $1.8 
million in 1979-80) we agree th~taj6b/taskanalysisshould be performed to insure 
that thecurnculumofthese courses is appropriate and valid, POST anticipates 
that 60 percent of the· sfudy will be completed in the budget year, with the entire 
project finished in IBmonths. We, therefore, recommend that the requested 
positions be limited to December 31, 1982. 

2. Administration 
This program executescoinmissiort policies and assures the organization's com­

pliance with state regulations through its two elements: Executive and Support 
Services (which provides overall administrative support) and the Center for Po­
lice Management (which provides research assistance to the commission and to 
local law enforcement). 

The 1981-82 proposed expenditure level for this program is $1,960,536, which is 
$274,696, or 16.3 percent, over estimated current year expenditures. . 

The increase includes routine merit salary and price adjustments, and full-year 
costs of the Research and Evaluation Bureau. Seven federally financed positions 
were established administratively in 1979-80 to establish job-related employee 
selection standards for local law enforcement agencies. Last year, the Legislature 
approved the continuation of six of these positions as a POTF-supported function 
to establish a permanent Research and Evalqation Bureau. Subsequently, addition­
al federal funding, amounting to $91,243, was obtained for part of the current year. 
The federal reimbursement is included in the current year budget along with an 
increase in salary saviDgs to reflect the savings to the POTF. 

3. Assistance to· Cities and Counties 
This programptovides qualifying local governments with partial reimburse­

ment of training costs from the Peace Officers' Training Fund. Total reimburse­
ments for training costs are projected at $15,420,197in the budget year, a decrease 
of $633,417, or 4.0 percent, below estimated current year reimbursements. Budget­
ed reimQursements, however, are expected to increase by $3,788,957, or 32.6 per­
cent, above actual r.eimbursements in 1979-80. The large increase in current year 
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reimbursements is due to (1) a carry-over of $1,400,000 in local claims for reim~ 
bilrsement from the prior fiscal year, (2) an increase of 2,941, or 5 percent, in the 
number of officers trained, and (3) increased traming costs. 

Peace Officers' Training fund 
The unexpended balance in the Peace Officers' Training Fund is expected to 

decline by 3.1 percent during the budget year. The fund, which supports the 
operations of the cOmmission, will have an estimated balance of $3,101,464 at the 
start of the budget year. Projected revenues of $19,200,000 will be more than offset 
by anticipated expenditures of $19,297,154 leaving a balance of $3,004,310 ort June 
30,1982. 

STATE PUBLIC DEFENDER 

Item 814 from the General 
Fund Budget p. GG 11 

Requested 1981-82 ......................................................................... . 
Estimated 1980-81 ...................................................................... , .... . 
Actual 1979-80 ...................... : .................................. : ....................... . 

Requested increase (excluding amount for salary 
increases) $279,527 (+ 3.8 percent) 

Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$7,585,955 
7,306,428 
5,559,732 

None 

The office of State Public Defender was created by Chapter 1125, Statutes of 
1975 (operative January 1; 1976), primarily to provide legal representation for 
indigents before ~e Supreme Court and courts of appeal, either upon appoint­
ment by the court mat the request of the person involved. Such services may also 
be provided by private attorneys appointed by the courts. The responsibilities of 
the office include the following, the first four of which take precedence over all 
others: 

1. Handling appeals, petitions for hearing or rehearing before any appellate 
court, petitions for certiorari to the United States Supreme Court or petitions for 
executive clemency from a judgment relating to criminal or juvenile court pro­
ceedings. 

2. Engaging in proceedings for extraordinary writs, injunctions or declaratory 
relief relating to final judgments of conviction or wardship or to the punishment 
or treatment imposed thereunder. . 

3. Handling appellate or other legal procedures after imposition of a death 
sentence. 

4. Defending state prison inmates in court proceedings relative to alleged com­
mission of crimes within state prison facilities whenever the county public de­
fender refuses to represent the accused because of conflict of interest or other 
legal reason. This function was added by Chapter 1239, Statutes of 1976. 

5. Providing representation in a proceeding of any nature where a person is 
entitled to representation at public expense. 

6. Representing any person in cases in which the local public defender, because 
of conflict of interest or other reason, refuses to provide such services. This authori­
zation is permissive, excludes prison conflict cases under No.4 above, and provides 
for a contract of reimbursement between the county and the state for services 
rendered. 

50-81685 
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7. Providing representation at commitment extension hearings for inmates in­
carcerated in state hospitals as mentally disordered sex offenders or after being 
found not.guilty by reason of insanity. These requirements were added by Chap­
ters 164, Statutes of 1977, and Chapter 1114, Statutes of 1979. 

The State Public Defender is appointed by the Governor to a term of four years, 
subject to Senate confirmation. Although he is authorized to contract with county 
public defenders, private attorneys and nonprofit corporations to provide author­
ized legal services to eligible indigents, he has elected to perform all of his rElSpOn­
sibilities with state employees. Accordingly, he has established offices in Los 
Angeles, Sacramento, San Diego and San Francisco. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget proposes an appropriation of $7,585,955 from the General Fund for 
the support of the State Public Defender in 1981-82. This is an increase of $279,527, 
or 3.8 percent, above estimated current year expenditures. This amount will in­
crease by the amount of any salary or staff benefit increase approved for the 
budget year. 

The requested increase is due to (1) routine merit salary adjustments, (2) price 
increases in operating expenses, and (3) new equipment needed to bring the San 
Diego office complement in line with the other three offices. 

San Diego Office Staffing 
From the inception of the State Public Defender operation in 1976 through the 

first four months of the current fiscal year, the State Public Defender's criminal 
appellate defense for indigents in the Fourth District Court of Appeal (San Diego) 
was handled by a private law firm, Appellate Defenders Inc., under contract with 
the state. This contractual arrangement was terminated because the Department 
of General Services refused to approve renewal of the contract on the grounds 
that, according to the State Personnel Board, the function should be performed 
by civil service employees rather than by private parties on an ongoing basis. 

The 1980 Budget Act appropriated $389,717 for operation of the San Diego office 
by civil service personnel, but limited the terms of the positions to June 30, 1981. 
The proposed budget requests that the 11 positions be approved on a permanent 
basis. Our analysis indicates that sufficient workload exists in the fourth district to 
justify these positions. Therefore, we recommend approval. 

Growth in Workload Shifted to Appointed Private Counsel 
In prior years, the State Public Defender has indicated that the goal of the .office 

was to handle 50 percent of the appeals by indigent criminal appellants. In its 
initial year of operation, the office was assigned 1,050 criminal appeals in the courts 
of appeal, which represented 33 percent of the total. The percentage of State 
Public Defender appointments increased to 38.3 percent in 1977-78 and to 45.2 
percent in 1978-79. In 1979-80, however, the percentage declined to 37.4 percent. 
It probably will decline to 36.8 percent in the current year, and still further in the 
budget year because the number of appeals will increase while the office's staffing 
level will remain the same. 

The office of State Public Defender advises that it is postponing requests for the 
additional staff needed to increase its percentage of appointments because of the 
anticipated financial condition of the state in the budget year. 
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ASSISTANCE TO COUNTIES FOR DEFENSE OF INDIGENTS 

Item 816 from the General 
Fund . Budget p. GG 13 

Requested 1981--82 ..........................•.........................•...............•..... 
Estimated 1980--81 .................................... , ...............•....................... 
Actual 1979--80 ......... , ................................................. , ..................... . 

Requested Increase-None 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$1,775,000 
1,775,000 
1,702,170 

None 

Under Section 987.6 of the Penal Code, the. state reimburses counties for a 
portion of their expenditures in providing legal assistance to indigents charged 
with criminal violations in the trial courts or involuntarily detained· under the 
Lanterman-Petris-Short Act. The reimbursements may not exceed 10 percent of 
a county's expenditures for such purposes. 

Under Chapter 1048, Statutes of 1977, the state reimburses counties for the costs 
of investigative services and expert witnesses necessary for the defense of indi­
gents in capital cases. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget proposes appropriations of $1,775,000 from the General Fund for 
assistance to counties for defense of indigents in 1981--82. The requested amount 
is equal to estimated current year expenditures. . 

Public Defender Assistance 
The $775,000 requested is the traditional level of state support for this program, 

and represents approximately 1 percent of county costs. The state has never 
contributed the fu).110 percent authorized by existing law. 

Capital Case Defense 
The $1,000,000 requested for this program is equal to estimated current year 

expenditures, and 7.9 percent above actual 1979-80 expenses of $927,170. Based on 
prior experience, the request appears reasonable and we have no basis for" recom­
mending any adjustment. 
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SUBVENTION FOR GUARDIANSHIP/CONSERVATORSHIP 
PROCEEDINGS 

Item 817 from the General 
Fund Budget p. GG 13 

Requested 1981-82 ............ , ............................................................ . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

Requested increase-None 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$1,835,989 
1,835,989 
1,396,311 

None 

This item reimburses counties for increased costs mandated by Chapter 1357, 
Statutes of 1976. That legislation revised procedures, terminology and definitions 
relating to guardianship and· conservatorship, and required additional local ex­
penditures to (1) provide appointed counsel and court investigators to represent 
the interests of proposed wards or conservatees under specified circumstances and 
(2) provide court investigators to conduct periodic reviews of guardianships and 
conservatorships. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget proposes an appropriation of $1,835,989 from the General Fund to 
reimburse local governments for the mandated costs of the Conservator and 
Guardianship Program in 1981-82. This amount is equal to estimated current year 
expenditures. 

Actual costs, as shown in the Governor's Budget, were $1,396,311 in 1979-80. 
However, this amount reflects disbursements by the State Controller after adjust­
ments have been made for prior-year over- and under-payments, rather than 
actual county costs. These costs have ranged from approximately $1.3 million to 
$1.9 million over the last three years. Based on this experience, the amount re­
quested appears reasonable. 

PAyMENTS TO COUNTIES FOR COSTS 
OF HOMICIDE TRIALS 

Item 818 from the General 
Fund Budget p. GG 14 

Requested 1981-82 ......................................................................... . 
Estimated 1980--81 ........................................................................... . 
Actual 1979-80 ......... ' ........................................................................ . 

Requested decrease $1,415,000 (-93.4 percent) 
Total recommended reduction ................................................... . 

$100,000 
1,515,000 
1,208,724 

None 
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ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

This item provides $iOO,OOO to reimburse counties for costs resulting from homi­
cide trials to the extent that such costs.exceed the revenue derived from a five cent 
local property tax rate. Expenditures for this program since 1971-72 are shown in 
Table 1. 

Table 1 
Reimbursement to Counties for Cost of Homicide Trials 

1971-72 to 1981-82 

1971-72; ................................................................................................................................................ . 
1972-73 ................................................................................................................................................. . 
1973-74 ................................................................................................................................................. . 
1974-75 ................................................................................................................................................. . 
1975-76 .................................................................................................................................................. . 
1976-77 ................................................................................................................................................. . 
1977-78 ................................................................................................................................................. . 
1978-79 ................................................................................................................................................. . 
1979-80 ....................................................... , ......................................................................................... . 
1980-81 (estimated) ....................................................................................................................... ... 
1981~2 (proposed) ........................................................................................................................... . 

Expense 
$95,964 
370,105 
164,824 
55,000 

199,727 
1,182 

424,842 
1,208,724 
1,515,000 

100,000 

The Governor's Budget shows estimated current year and proposed budget year 
expenditures of $1,515,000 and $100,000, respectively. The current year amount 
includes funding for the Corona (Sutter County) and, Hittson (Siskiyou County) 
cases. Whether this amount will cover the state's share of the costs for these trials 
will not be known until after the trials are completed. 

There is no way to forecast the number and dollar value of claims that will be 
filed in the budget year. Consequently, we have no basis for recommending any 
change in the budgeted amount. 

ADMINISTRATION AND PAYMENT OF TORT LIABILITY 
CLAIMS 

Item 819 from the General 
Fund Budget p. GG 14 

Requested 1981-82 ......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

Requested decrease $670,000 (-57.3 percent) 
Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Eliminate Discretionary Tort Liability Insurance Policies. Rec­

ommend control language (Item 819-001-(01) to prohibit expendi­
ture of funds appropriated in the Budget Act for discretionary tort 
liability insurance policies unless 30-days prior notice is given to the 
Joint Legislative Budget Committee. This notice should be accom­
panied by a cost-benefit analysis. 

$500,000 
1,170,000 
1,283,490 

None 

AnaJysis 
page 

1480 
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2. Potential Underbudgeting. Recommend the Department of Fi-1482 
nance report.to legislative fiscal committees, prior to budget hear-
ings, on the adequacy of the amount budgeted to 'pay state tort 
liability claims. 

GENERAL PROGRAM STATEMENT 
Under existing law, the Board of Control is the primary agency responsible for 

management of tort claims against the state. The board processes all such claims 
by referring them to the appropriate agency for comment, and subsequently 
conducting an administrative hearing on the claims' validity. Claims arising from 
the activities of the Department of Transportation (Caltrans) are referred by the 
board to that agency for investigation and litigation. The Attorney General investi­
gates all other claims to determine their validity, provides legal services to the 
board for the program and, With the board's approval, directly settles claims up 
to $15,000. . 

This item provides funds for payment of claims for all General Fund agencies 
except the University of California (claims against the University are funded 
under Item 644-001-(01). 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $500,000 from the General Fund for 

payment of tort liability claims in 1981-82. This amount is $670,000, or 57.3 percent, 
less than estimated current-year expenditures. This results from legislation enact­
ed during the current-year (Chapters 1296 and 1225, Statutes of 1980) which 
appropriated a total of $670,000 from General and special funds to pay large tort 
claims. These appropriations augmented the 1980 Budget Act appropriation of 
$500,000. . 

Table 1 summarizes statewide tort liability claims in the current and budget 
years. 

Table 1 
Administration and Payment of Tort Liability Claims 

Summary of Statewide Activity 

Estiinated Proposed Change 
1980-81 1981-82 Amount Percent 

1. Staff Services 
a. Department ofJustice 

General Fund .................. : ....................... $2,216;076 $2,555,779 $339,703 15.3% 
Special Fund ............................................ 1,327,822 1,611,696 283,874 . 21.4 

b. Department of Transportation ............ 3,250,000 4,000,000 750,000 23.1 
c. Board of Control .................................... 74,214 74,215 1 

Subtotals .................................................... $6,868,112 $8;241,690 $1,373,578 20;0% 

2.·Claim Payments 
a. Department of Justice .......................... $1,170,000 $500,000 -$670,000 -57.3% 
b. Department of Transportation ............ 5,500,000 5,500,000 -

Subtotals .................................................... $6,610,000 $6,000,000 -$670,000 -10.0% 

3. Insurance Premiums 
a. General Fund .......................................... $131,471 $131,471 
b. Special Fund ............................................ 594,837 594,837 

Subtotals .................................................... $726,308 $726,308 
Totals .................................................................... $14,264,420 $14,967,998 $703,578 4.9% 
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Table .2 shows total tort claims workload (excluding Caltrans) from 1976-77 
through 1979-80; While the number of claims has increased steadily since 1976-77, 
the rate of increase in tort claims payments has fluctuated widely. Administrative 
costs have increased at a faster rate than have the number of claims filed with the 
Board of Control. 

Table 2 
Summary of Tort Claims Activity 

(Excluding Department of Transportation) 

1. Tort Claims filed with 
Board of Control " ............................. . 

Change from prior year ......................... . 
2. Total Claims payments ............................ . 

Change from prior year ......................... . 
3. Administrative costs ................................. . 

Change from prior year ......................... . 

1976-77 

1,327 
6% 

$722,038 
-65% 

$1,705,528 
44% 

1977-78 

1,424 
7% 

$1,541,542 
114% 

$2,657,577 
56% 

1978-79 

1,536 
8% 

$1,951,779 
27% 

$2,862,714 
8% 

1979-80 

1,636 
7% 

$1,965,491 
1% 

$3,184,959 
11.3% 

"This amount does not include automobile tort claims, which are processed by the Insurance. Office, 
Department of General Services. 

TC)rt Claims Payments 
The $500,000 identified in Table 1 for claims payments (Department of Justice) 

represents the anticipated level of claims of up to $50,000 against General Fund 
agencies. The funds are administered by the Department ofJustice, but approval 
of the Department of Finance must be obtained for the payment of any claim 
between $15,000 and $50,000. Claims above $50,000 generally are introduced as 
separate bills requiring appropriation by the. Legislature. Special fund agencies 
reimburse the General Fund for payments made under the program on their 
behalf. The Department of Transportation, which investigates and pays its own 
claims, proposes budget-year claim payments totaling $5,500,000. Thus, the state 
anticipates total claim payments of $6 million next year, excluding the cost of 
claims exceeding $50,000. 

Tort Liability Insurance 
In past years, this item provided funds to cover the cost of premiums charged 

by private insurance carriers to insure the state against tort liability for claims 
between $5 million and $50 million. This insurance coverage was terminated May 
20, 1978, because the administration, with the concurrence of the Legislature, 
determined that it was no longer cost-beneficial for the state to buy this type of 
insurance aJ existing market rates. 

Historically, the state also has purchased a number of small liability policies, 
some of which are required to fulfill equipment lease or revenue bonding require­
ments, and others which are discretionary. The state currently is paying $726,308 
for these policies, with. the amount expected to remain the same in the budget 
year. 

Eliminate Discretionary Tort Liability Insurance. Policies 
We recommend the adoption of budget language to prohibit the expenditure of funds 

appropriated in the Budget Act For discretionary tort liability insurance policies unless 30 
days' advance notice is provided to the Joint Legislative Budget Committee, along with a 
cost-benefit analysis of the proposed policy. 

Despite the state's policy of self-insuring or carrying no insurance wherever 
possible, a number of agencies continue to purchase commercial tort liability 
policies on a discretionary basis (that is, when no contractual obligation to do so 
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exists}. For example, in 1981-82, the state expects to spend $30,100 to provide 
insurance for state-owned aircraft. The Insurance Office of the Department of 
General Services estimates that the costs of such discretionary policies will total 
$307,554 in 1981-82. 

In December 1980, we requested that the Insurance Office provide us with a 
detailed deSCription of the cost-benefit analyses which the office performed on 
each of the discretionary insurance policies included in the 1981-82 budget. The 
office was unable to provide cost-benefit analysis in response to our request, and 
instead described various reasons for purchasing 10 of the policies. For example, 
in describing the Highway Patrol's purchase of aircraft liability insurance, the 
office explained that the risks of operating the aircraft are great and therefore the 
potential benefits of commercial insurance are great. The office also pointed out 
that existing law allows the purchase of various insurance policies. 

We find the office's explanations inadequate as well as inconsistent with existing 
state policy. For example, the state has adopted a policy of self-insuring state­
owned automobiles. Clearly, an argument similar to that used by the Insurance 
Office regarding aircraft could be made in the case of insuring automobiles: that 
the risks of operating automobiles are great and therefore, the potential benefits 
of commercial insurance are great. However, the state chose the self-insurance 
alternative for its automobiles because it was economically advantageous to do so. 
We would also note that the various statutes allowing the purchase of commercial 
insurance were enacted' prior to the state's decision to self-insure or' carry no 
insurance. None of these statutes requires such policies to be purchased if the 
policies are not cost-effective. 

In '1977; the Department ofFimince performed a study of tort liability insurance 
coverage. It determined that "the State of California cannot expect a commercial 
insurance policy to be cost-beneficial over the long run. Premium setting, to a 
large extent, is a trial and error and experience adjustment process, so that if the 
insured's past experi.enceinvolves high payments by the insurer, then, these pay­
ments will be subsequently shifted back onto the insured in the form of a higher 
premium. Moreover, the premium paid by the insured includes not only coverage 
for expected losses, but also other administrative costs and profits to the irisurer. 
It is only in the short run that commercial insurance may be cost-beneficial; for 
example, a catastrophe could happen in anyone year, the cost of which far exceeds 
the cost of the premium for that year:" 

Because of concern about the impact of a catastrophe or large loss in anyone 
year on a special fund, the Legislature adopted Supplemental Language to the 
1979 Budget Act requesting the Department of Finance to develop procedures· to 
be followed if a special fund sustains loss in excess ofits available resources. The 
department's response indicated that existing state policies are sufficient to deal 
with this potential problem, whether it is caused by adverse court judgments, 
claim payments, or settlements. The Department of Finance described several 
mechanisms by which a special fund could be protected. 

In view of (a) the.state's policy to self-insure in some cases and carry no insur­
ance in others, (b) the mechanisms that exist to protect special funds from large 
and unexpected losses, and (c) the fact that the Insurance Office has provided no 
cost-benefit analysis demonstrating the economic advantage of commercial insur­
ance in particularcases l we recommend control language prohibiting the expendi­
ture 6f funds appropriated in the Budget Act for discretionary tort liability 
insurance policies unless 30 days' advance notice is provided to the Joint Legisla­
tive Budget Committee. This notice would have to be accompanied by a cost­
benefit analysis supporting the proposed policy. The 30-day notification procedure 
would provide state entities with the flexibility needed to purchase those discre-
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tionary insurance policies that could be justified ona cost-benefit basis. 
The Insurance Office advises that one discretionary policy (estimated to cost 

$221,000 in the budget 'year), for District Agric;ultural Associations is currently 
being analyzed and may be replaced with a self-insurance program by 1981~2. 
This insurance policy would not be affected by the recommended control lan­
guage because funds to purchase the policy are not appropriated in the Budget 
Act, but instead are continuously appropriated from the Fair and Exposition Fund. 

Potential Underbudgeting 
We recommend that the Department of Finance report to the legislative fiscal committees 

prior to budget hearings on the ability of the state to pay tort liability claims with the amount 
budgetedfor that purpose. ' 

The amount required to pay tort liability claims against the state has increased 
in each of the last three years. In 1978-79 and 1979-80, it was necessary for the 
Department of Finance to allocate additional funds from the reserve for contin­
gencies or emergencies ($250,000 in 1978-79 and $316,000 in 1979~0) to the tort 
liability item because the $500,000 appropriated to pay such claims was not suffi­
cient. 

In view of the cost trend, and the fact that the $500,000 appropriated in this item 
was inadequate in 1978-79 and 197~0, we question whether the proposed $500,-
000 appropriation for 1981~2 is a realistic projection of funding needs. Therefore, 
we recoinmend that the Department of Finance report prior to budget hearings 
on the ability of the state to pay anticipated tort liability claims with the amount 
budgeted for that purpose. " 

COMMISSION FOR ECONOMIC DEVELOPMENT 

Item 820 froin the General 
Fund Budget p. GG 16 

Requested 1981-82 .......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual. 1979-80 ........................................................................... , ....... .. 

Requested increase (excluding amount for salary 
increases) $5,582 (+1.7 percent) 

Total recommended reduction .................................................. .. 

GENERAL PROGRAM STATEMENT 

$325,621 
320,039 
271,616 

None 

The Commission for Economic Developmentwas established in 1972 to provide 
guidance on statewide economic development. It is composed of 17 members, and 
is chaired by the Lieutenant Governor. The commission's statutory responsibilities 
include recommending economic development programs for improving the 
state's economy. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval 

The budget proposes an appropriation of $325,621 from'the General Fund for 
support of the commission in 1981~2. Thisis $5,582, or 1.7 percent, overestimated 
current-year expenditures. This amountwillihcreasebyth,~ aniount of any salary 
or staJfbenefit increase approved for the budget year, The proposed increase is 
the result of minor staff adjustments and nominal growth in operatirlgexpenses. 

For the budget year, the commission proposes to convert one permanent staff 
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analyst position to temporary help, in order to provide ~ore flexibility for han­
dling the changing research workload in a cost~effective manner. In addition, the 
budget proposes to increase operating expenses by $18,500 for increased produc­
tion of the commission's two publications (Doing Business in California, and the 
California Energy Almanac), and for increased use of the commission's copying 
machine by other state agencies. These increased costs, however, are proposed to 
be fully offset by increased reimbursements from the sale of the publications, and 
from lease revenues provided by other state agencies for use of the copying 
machine~ Consequently, implementation of these changes will have no net impact 
on the General Fund. 

Also, the budget proposes a "special adjustment" reduction of $3,300 in the 
equipment line item of the commission's operating budget. 

Table 1 summarizes the past, current and budget-year requirements of the 
commission, and Table 2 shows the changes proposed in the budget year. 

Table 1 
Budget Requirements of the 

Commission for Economic Development 

Staff Years Expenditures 
Actual Estimated Proposed Actual Estimated 
1979-80 1980-81 1981-82 1979-80 1980-81 

Personal Services ................... . 6.1 6.0 6.8 $153,754 $179,778 
Operating Expenses ............. . 118,324 140,261 

Total Costs ......................... . 6.1 6.0 6.8 $272,078 $320,039 
Reimbursements ................... . 
Special Adjustment ............... . 

Net Total Cost ................... . 

-462 

$271,616 

Table 2 

Budget-Year Changes 

1980-81 Revised Budget ..................................................................................... . 
1. Workload Changes 

a. Deletion of analyst position ..................................................................... . 
b. Addition of temporary help ................................................................... . 

2. Increased Operating Costs 
. a. Printing ......................................................................................................... . 

b. Postage .................................................................................................. :,.: .... . 
c ... Facilities operations .................................................................................. ,. 

3,. Other changes ..... , .......................................................................................... .. 
4. ReifuburseIIlents .................................................................................. : ........ ... 
5'. 'Speciru Adjustment :.: ................................................................... : ...... : .........• ,. 

$320,039 

Staff Year 
6.0 

-1.0 
1.8 

1981-:-S2'Pi:oposed . Budget ...... , ............. : ................................................................ . 6.8 

0.8 . Net Total Changes ........................................................................................... . 

Proposed 
1981-82 
$176,293 
171,128 

$347,421 
-18,500 
~3,3oo 

$325,621 

Expenditures 
$320,039 

-21,237 
21,237 

6,700 
1;300 

10,500 
8,882-

, -18,500 
-3,300 

$325,621 
$5,582 

-Consists of minor staff adjustments and nominal growth in operatingeXpens~ arid equipment. Subse­
. queiltly, the equipment budget was reduced as a result of a "special adju,stment". 

Funding of, Commission Should Continue 
In' past years, we reco~mendedagainst .continued funding of the comm,ission 

on the basis that economic··development guidance'fumished by the commIssion 
was also availabletbroughan adVisorycotincil to the DepartInent of Economic and 
Business Development at a lower General Fund cost. ' 
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We are not making the same recommendation this year for three reasons: 
1. The Legislature has made a clear policy decision to continue providing state 

funding for both the commission and the advisotycouncil. 
2. During 1980, the commission became more active in (a) assessing regional 

and state economic problems; (b) making recommendations for alleviation of 
these problems, and (c) providing useful economic development information. 

Specifically, the commission held regular, quarterly meetings and formed advi~ 
sory committees on the state's economy, agriculture, energy, taxation and govern­
mental regulations. Through fact-finding hearings and research, these committees 
provided information used for evaluating economic problems and recommending 
administrative and legislative changes at no additional state cost. Also, by publish­
ing and distributing Doing Business in California' and the California Energy Al­
manac, the commission provided useful economic development tools unavailable 
from other state agencies. 

3. During 1980, the activity of the advisory council to the Department of Eco­
nomic and Business Development declined, because of infrequent, poorly attend­
edmeetings. Subsequently, Chapter 520, Statutes of 1980 (SB 722), terminated, 
effective January 1, 1981, the terms of all council members appointed prior to that 
date. At the time this analysis was written, no new members have been appointed 
by the Governor to the advisory council. 

As a result, the Commission for Economic Development is the only advisory 
body currently providing an active platform for ongoing dialogue among repre­
sentatives of business, labor,academia, and government for improving the state's 
economy. 

Commission Needs More Specific Responsibilities 
In our Analysis of the 1980 Budget BiD (page 1382), we recommended that the 

commission's broad statutory responsibilities be changed to avoid duplication with 
the responsibilities of the advisory council to. the Department of Economic and 
Business Development. We suggested several alternative responsibilities which 
were more specific in nature and were not being actively pursued by other state 
agencies, such as (1) assessing specific regional or local economic development 
problems and making recommendations for solving these problems; (2) evaluat­
ing state economic and job development programs and making recommendations 
to improve their effectiveness, and (3) providing a platform for ongoing dialogue 
on economic issues between state government and the private sector. 

In response, the commission sponsored legislation to achieve this recommended 
change in statutory responsibilities (AB 76 of the 1979-80 Session), but this legisla­
tion was not enacted. 

Our analysis still indicates that .enactment of such legislation would result in 
more effective and efficient economic development programs for. California. 
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MOTION PICTURE COUNCIL 

Item 822 from the Motion Pic" 
ture Council Account of the 
Special Deposit Fund Budget p. GG 17 

Requested 1981-82 ... ~ .•.................................................................... 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

Requested. decrease (excluding amount for salary 
increases) $23,840 (-8.9 percent) 

Total recommended reduction .................................................. ,. 

SUMMARY OF MAJOR ISSUES AND. RECOMMENDATIONS. 
1. Overestimated Revenues .• ' Withhold recommendatioh,'pending 

receipt ofa revised budget that more accurately estimates the 
council's current and budget year reVenues. . 

GENERAL PROGRAM STATEMENT 

$244,733 
268,573 
143,240 

Pending 

Analysis 
page 

1485 

The Motion Picture Council (MPC) was created by Chapter 1226, Statutes of 
1974, to' serve as an advisory body to the Division of Economic Development ill 
the former Department of Commerce. 

The council consists of 14 members, of which 10 are public members With 
specific qualifications and four are members of the Legislature, two appointed by 
the Senate Rules COmmittee and two appointed by the Speaker of the Assembly. 
The council's functions include: (1) preparing and distributing materials promot­
ing the production of motion picture films Within California, . (2) assisting fihn 
companies secure locations and related permits, (3) establishing fees and granting 
permits for the use of state-owned property in making commercial motion pic­
tures, (4) coordinating the activities of any city or county groups performing 
similar functions and (5) accepting federal funds, and other private or public funds 
for authorized activities. 

A staff of six positions is presently budgeted for administering the coUncil's 
functions. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $244,733 from the Motion Picture 

Council Account of the Special Deposit Fund for· support of the council in 1981--82. 
This is $23,840, or 8.9 percent, less than estimated current year expenditures. This 
amount Will increase by the amount of any salary or staffbenefitincrease approved 
for the budget year. . 

No position or program changes are proposed in the budget. The decrease in 
proposed budget year expenditures is the net result of normal merit salary and cost 
increases and a $35,000 decrease in the council's equipment allotment. 

Budget Overestimates Current- and Budget.Year Revenues 
We withhold recommendation, pendiniJ receipt of accurate information on the council's 

financial' condition and plans. 

Table 1 summarizes the council's budgeted fee revenues and expenditures for 
the past, current, and budget years. The council generates its fee revenues by 
charging for the information services that it provides to film companies. We 
understand that due to (1) a reduction in the council's fee schedule and (2) a 
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virtual halt to filming activity during the actor's strike in the summer and fall of 
1980, currentcyear revenues will fall significantly below the $209,097 estimated in 
the budget. While the demand for council services varies seasonally to some 
degree because of weather and television schedule constraints, revenues for the 
first six months . of the year should have been approximately half of the total 
amount budgeted, or $104,548. The council staff estimates, however, .that actual 
receipts for the first six months of 1980-81 were only $42,000. 

Table 1 
Motion Picture Council 

Summary of Revenues and Expenditures 

Beginning surplus ............................ ; .......................... . 
Fee ·revenues .............................................................. .. 
Total resources ............................................................ .. 
Expenditures ................................................................ .. 
Emling surplus ............................................................ .. 

Actual 
1979-80 

$93,712 
137,426 

$231,138 
143,226 

$87,912 

Estimated 
1980-81 

$87,912 
'}ff:),fU7 

$297,009 
268,573 

$28,436 

Proposed 
1981-82 

$28,346 
216,297 

$244,733 
244;733 

In response to the revenue shortfall during the current year, the commission has 
abandoned plans to purchase a smaller computer and is eliminating a public 
information officer position, reducing the staff to five people. These changes, 
however, are not reflected in. the budget. The commission is also reviewing its fee 
policy with the intention of switching from a flat rate to a graduated fee schedule. 
The council has been drawing on the Motion Picture Council Fees Account surplus 
to meet its remaining expenses. Our analysis indiCates that the· surplus will be 
exhausted by the end of the current year. 

The council's budget consistently overestimates fee revenues. Past year actual 
revenues were $63,169 below the amount estimated, and our analysis indicates that 
current-year revenues could be as much as $100,000 below the estimate shown iIi 
the 1981-82 budget; Information from staff suggest that the budget may overesti­
mate 1981-82 revenues by as much as $65,000. A revenue shortfall would lead to 
a deficit in the account by the end of the budget year because current-year 
operations will leave the council almost no surplus on which to draw. In addition, 
a Director's Guild contract expires in June 1981, raising the possibility that another 
protracted· stiike and further revenue losses for the council could occur. 

Our analysis indicates that the Governor's Budget does not present realistic 
estimates of the council's current or prospective revenues, or plannedexpendi­
tures. We withhold recommendation on the council's budget until the Depart­
ment of Finance has prepared a revised revenue and expenditure plan. which 
accurately reflects the council's financial situation. . 
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CALIFORNIA ARTS COUNCIL 

Item 826 from the General 
Fund Budget p. GG 19 

Requested 1981--82 .....•.................................................................... 
Estimated 1980--81 ........................................................................... . 
Actual 1979--80 ................................................................................. . 

$12,155,533 
10,335,632 

6,940,206 
Requested increase (excluding amount. for salary 

increases) $1,819,901 (+ 17.6 percent) .. 
Total recommended reduction ........................... , ....................... . $1,018,119 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 

826-001'()()1-Support/ Grants 
826-101.()()1-Local Assistance 

Chapter 1258, Statutes of 1980-Local 

General 
General 
General 

Fund . Amount 
$10,005,533 

1,400,000 
750,000 

Assist ance . 

Total 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Staffing Increase. Reduce Item 826~001-oo1 by $104,731. Recom­

mend deletion of four proposed positions that are not justified by 
workload. . 

2. Consulting Funds. Reduce Item 826-001-001 by $82,203. Recom­
mend reduction of unjustified consulting funds. 

3. County Planning Grants. Reduce Item 826-101-001 by $684,000. Rec­
ommend elimination of start-up grants for counties in their second 
year of participation in State' and Local Partnership program. 
gram. 

4. Alternatives in Education Sites. Reduce Item 826-001-001 by $147;-
185. Recommend elimination of two sites that are not required for 
the evaluation project and further recommend that overbudgeted 
funds be reappropriated from current year to budget year. Further 
recommend that council not fund any sites if evaluation design is 
not completed by July 1, 1981. 

GENERAL PROGRAM STATEMENT 

$12,155,533 

Analysis 
page 

1492 

1493 

1494 

1494 

The California Arts Council, successor to the California Arts Commission, began 
operation in January 1976. The council's enabling legislation, Chapter 1192, Stat­
utes of 1975, directs the agency to (a) encourage artistic awareness and expression, 
(b) assist local groups in the development of art programs, (c) promote the 
employment of artists in both the public and private sector, (d) provide for the 
exhibition of artworks in public buildings, and (e) ensure the fullest expression of 
artistic potential. 

In carrying out this mandate, the Arts Council has focused its efforts on the 
development of a grants program to support artists in various disciplines. The 
program contains five categories: (1) Cultural Participation, (2) Organizational 
Grants, (3) Direct Support and Training for Artists, (4) Statewide Projects, and 
(5) Administration. Each of these categories and its components is discussed be­
low. 
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CULTURAL PARTICIPATION 

Artists in Schools and Communities 
This element is designed to integrate the artist, the community, and the school 

through the employment of resident artists in various arts disciplines. 

Artists in Social Institutions 
Designed to make art. available in social institutions such as hospitals, prisons, 

and mental health facilities, this element employs resident artists and supports arts 
classes and workshops involving residents. and patients of institutions. 

Alternatives in Education 
This· element (1) tests innovative methods of teaching conventional subjects 

through the use of art and (2) investigates evaluation concepts for arts education 
programs. 

ORGANIZATIONAL GRANTS 

Local Organization Development 
This element, designed to strengthen programs of nonprofit arts organizations, 

makes grants to provide employment for management and artistic personnel and 
to develop specific art programs for the community~ 

Expanding Public Participation 
This element provides support to nonprofit arts organizations for activities such 

as publicity, "ticket vouchers" (subsidy of ticket prices) , and audience evaluation, 
which seek to develop and expand public participation in the arts. 

Touring. Programs 

This element reimburses up to 50 percent of the fees paid to touring artists 
employed by nonprofit organizations as a means of encouraging public perfor­
mances and programs throughout the state. 

Support of Prominent Arts Organizations 
Designed to expand community service programs provided by prominent orga­

nizations, this element provides support for specific outreach proposals which 
benefit the general public. Individual grants may riot exceed 10 percent of the 
recipient's budget. . 

Technical Assistance 
This element provides technical assistance to arts organizations throughout. the 

state in areas such as accountiI;tg, publicity, and' program production. 

DIRECT SUPPORT· AND TRAINING FOR ARTISTS 

Maestro-Apprentice 
Designed to have experienced master artists and craftsmen provide apprentice­

ship training for young artists, this elemen:t provides living allowances fot both the 
master and appreritice. 



1488 / GENERAL GOVERNMENT Item 826 

CALIFORNIA ARTS COUNCIL-Continued 

STATEWIDE PROJECTS 
Services to the Field 

Designed to increase public awareness and utilization of local arts resources, this 
element functions as the information office for the administration program. It 
provides a monthly newsletter, a yearly directory of artis~s and arts organizations 
and general information ab0l:"t arts ill California.· It does not dispense grants. 

Statewide Arts. Service Organizations 
This element supports such groups as statewide associations of symphony or­

chestras, theaters, and community arts agencies through grants for conferences, 
research, and information services. . 

State/Local Partnership 
Designed to decentralize state grant programs for the arts, this element pro­

vides a $12,000 planning grant to each county and program grants based on popula­
tion and local financial support of the arts. 

Interagency . Arts . 
This ~lement provides coordination in. arts programs between the· California 

Arts Council and other state departments. . 

Exemplary .Arts Education 
Created by Chapter 1258, Statutes of1980 (SB 1735), this element (new in the 

budget year) will promote,.in.conjunction with the Department of Education, the 
integration of arts onto the curricula of elementary and secondary educational 
programs. Chapter 1258 appropriated $2,250,000 for this program, consisting of 
$750,000 for each fiscal year from 1981-82 to 1983-84. 

Art in Public Buildings 
This element commissions original works of art for state-owned facilities. Chap­

ter 493, Statutes of 1980 (SB 1667), transferred this element from the Department 
of General Services to the council. 

ADMINISTRATION 
This program provides staff support to the council through budgeting, persqn­

nel, and accounting functions, evaluative studies, and administration of state and 
federal grant funds. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes Generai Fund expenditures of $12,155,533 for the Califor­

nia Arts Council in 1981-82, This is an. incr~aseof $1,819,901, or 17.6 percent, over 
estimated current-year expenditures. This amount will increase by the amount of 
any salary or staff benefit increase approved for the budget year; 

In addition to General Fund support, the .council anticipates receiving federal 
funds totaling.$945,OOOin 19tH-82, thesame amount asin the current year. Also, 
the InteragencyArts program expects to receive $16,301 in reimbursements. Thus, 
as summarized in Table 1, the council is proposing a total expenditure program 
of $13,116;834, an increase of $1,821,349, or 16.1 percent, over estimated current­
year expenditures. 
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Table 1 

California .Arts Council 
Budget Summary 

Estimated Proposed 
Funding 1980-81 1981-82 

General Fund ...................... ; ................................. $10,335,632 $12,155,533 
Federal funds .......................................................... 945,000 945,000 
Reimbursements .................................................... 14,853 16,301 

Totals .................................................................... $11,295,485 13,116,834 

Program 
Cultural Participation .......................................... $2,248,746 $2,325,603 

Grant expenditures .......................................... (2,025,703) (2,025,703) 
Administrative costs ...........•...... ; ....................... (223,043) (299,900) 
Personnel-years ......................................... ; ........ 6.3 6.3 

Organizational grants .......................................... 6,094,803 6,302,850 
Grant expenditures .......................................... (5,800,000) (5,800,000) 
Administrative costs .......................................... (294,803) (502,850) 
Personnel-years .................................................. 7.6 11.6 

Direct support and training for artists ............ 160,555 90,974 
Grant expenditures .......................................... (130,000) (80,000) 
Administrative costs .......................................... (30,555) (10,974) 
Personnel-years ................................................... 1.5 0.6. 

Statewide projects ...................................•............ 2,058,080 3,204,327 
Grant expenditures .......................................... ( 1,405,093) (2,560,493) 
AdministraHve costs .......................................... (652,987) (643,834) 
Personnel-years ................................................ ;. 9.6 9.2 

Administration (Division) .................................. 733,301 1,193,080 
Personnel-years .•................................................ 18.2 29.3 

Totals (All Funds) ................................................ $11,295,4!l5 $13,116,834 
Grant expenditures .......................................... (9,360,796) (10,466,196) 
Administrative costs· ...................................... (1,934,689) (2,650;638) 
Personnel-years ................................................... 43.2 57 

• Includes both central administration and direct program management. 

Increases for Grants 

Change 
Amount Percent 
$1,819,901 17.6% 

1,448 9.7 
$1,821,349 16.1% 

$76/357 3.4% 
(-: ) 

(76,857) 34.5 

208,047 3.4 
(.,.-) 

(208,047) 70.~ 
4 52.6 

-69,581 -43.3 
(-50,000) -38.5 
(-19,581) -64.1 

.c.0.9 -60.0 
1,146,247 55.7 

.. (1,15:;,400) 82.2 
(.,..9,153) -1.4 

-:-0.4 -4.2 
459,779 62.7 

ILl 61.0 

$1,8~1,349 16:1% 
( 1,105,400) 11.8 

(715,949) 37.0 
13.8 31.9 

The General·Fund increase consists of$714,501 to augmentthecouncil'sacl­
ministrative program and $1,105,400 for its grant program. Theincr~ase in grant 
expenditures, as detailed in Table 2, amounts to 12.9 percent above the $8,540,796 
allocated for this purpose in 1980-81. The net increase is attributable to: 

• Addition of the Exemplary Arts Education program ($750,000). 
• Transfer of the Art in Public Buildings program to the councilfrorh the 

Department of General Services ($200,000). . .. 
• Terminationof the state performing arts center project ($25,000). A study 

conducted by the coUncil revealed that using state-owned facilitiesJora perc 
forming arts center was hot appropriate at this time~ ." . 

• Transfer of the grants evaluation' and public· arts documentatibilelementto 
administrative serviCes ($169,600). This element hlOnitors the council'sgranf 
programs and assists the council in planning and project evaluation. Expendi~ 
tures for these efforts are shown under the administrative program; . 

• Expansion of the state and . local partnership·· program ($350,000). This pro-
gram is discussed later. . 
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Table 2 

California Arts Council 
General Fund Grants Program 

Estimated Proposed 
1!J80...81 1981-132 

1. Cultural Participation 
Artists in schools and communities ................. . $1,125,703 $1,125,703 
Artists in social institutions ................................. . 400,000 400,000 
Alternatives in education ................................... . 120,000 120,000 

2. Organizational Grants 
Local organizationdevelopment... .................... . 2,085,000 2,085,000 
Expanding public participation ......................... . 300,000 300,000 
Touring programs ................................................. . 550,000 550,000 
Support to prominent organizations ............... . 2,150,000 2,150,000 
Technical assistance ............................................. . 300,000 300,000 

3. Direct Support and Training for Artists 
State performing arts center ............................. . 25,000 
Maestro-apprentice ............................................... . 80,000 80,000 

4. Statewide Projects 
Grants evaluation and public arts documenta-

tion a ...••.•.••••.•......•.•..•.•.•..••..•....•....•••...••...•..•.••.. 169,600 
Statewide arts ~ervice organizations ............... . 65,493 65,493 
State/local partnership ....................................... . 1,050,000 1,400,000 
Interagency arts ..................................................... . 
Exemplary arts education b ............................... . 

120,000 120,000 
750,000 

Art in public buildings c •.••..•..........•.•..•.....••.•.....• (200,000) 200,000 

Totals ....................................................................... . $8,540,796 $9,646,196 

Item 826 

Change 
Amount Percent 

-$25,000 -100.0% 

-169,600 -100.0 

350,000 33.3 

750,000 N/A 
200,000 N/A 

$1,105,400 12.9% 

a Beginning in 1981-82, this activity will be considered an administrative function. 
b Funds appropriated by Chapter 1258, Statutes of 1980. 
C Previously shown in budget for Department of General Services. 

Increases for Personnel 
The budget proposes $2,650,638 for direct program management and central 

administrative services in 1981-82. This is an increase of $715;949, or 37;0 percent, 
over estimated expenditures in the cur~ent year. Personnel-years are proposed to 
increase from 43.2 in 1980-81 to 57 in the budget year, an increase of 31.9 percent. 

Administrative Services Division Initiated 
The council proposes to establish a division to coordinate all central administra­

tive services, such as personnel and office, contract, and data management~Direct 
program management tasks will continue to be performed by other units. Six new 
positions and a salary savings adjustment are requested for central administration, 
bringing staffing availability in the new division to 29.3 personnel years in 1981-82. 

Our analysis indicates that some of the council's past. management problems 
have resulted from the fragmentation of central management functions. among· 
three different units. The proposed· reorganization appears to be an improved 
approach to managing council functions. 

Two of the six new positions (management services technicians), aided by a 
small data processing system, would relieve the program staff of the. technical 
reviews of grant applications (for example, ensuring that all the documents have 
been completed correctly and that all the supporting materials have been re­
ceived) that now take up nearly all of their time. This would allow the program 
staff to perform analytical reviews of grant applications, which is the primary 
function for which· they were originally authorized. 
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Two of the other new positions would work in the contract administration 
section. Currently, the council has a five-to"six-week backlog in unpaid invoices. 
Such delays are a particular problem for the low budget organizations that are 
often funded by the council. 

The remaining two positions would provide clerical· support for the division. 

Other Justified . Staffing Requests 
The budget also propose~ the addition of the following three positions at a cost 

of $99,437: (1) an Associate Arts Grants Administrator to supervise the TOuring 
programs, (2) an Associate Arts Grants Administrator to staff the Interagency Arts 
program, and (3) an Assistant Arts Advisor for the program evaluation unit; Our 
analysis indicates that these. positions are justified on a workload basis, and we 
recommend approval. 

Increased Staffing Not' Justified 
We recommend deletion of four new positions (three for the Local Organizations program 

and one for the Services to the Field program) and related expenses because the positions 
are not justified on the basis of workload, for a General Fund savings of $104,731 (Item 
826-001"()()1). 

Table 3 summarizes our recommended reductions in the council's request for 
new staff and related expenses for the Local Organizations and Services to the 
Field programs. A discussion of the specific recommendations follows. 

Table 3 
California Arts Council 

Analyst's Recommended Staffing Reductions 

Program Positions 
Local Organizations ...... "................................................................................................3 
Services to the Field ..... ,;' •........ ; .. ;.; ............................................................... ;................ 1 

Totals ............................................................................................................................... 4 

Amount 
$89,247 
15,484 

$104,731 

Local Organizati9,Ds. The councilproposes to add three program arts analysts 
to the Local Organizations program to handle an .expected increase in grant 
application workload. The positions would be responsible for analyzing applica­
tions and assisting inthe application selection process. However, the council states 
that formation of the central administration division, and particularly the addition 
of two new management services technicians, would virtually eliminate the cur­
rent workload of the fiVe existing program arts analysts. Be,cause the arts analysts 
would no longer be responsible for the technical review of applications, they 
would be able to perform the analytical tasks for which they had previously had 
no time. Instead of adding JIlore staffing, the council should evaluate the post~ 
reorganization productivityof the program arts analysts. Therefore, we recom­
mend deletion of the proposed positions and the related operating expenditures 
on a workload basis, for .a. savings of $89,2"'7. 

Services to, the Field.Thro~gh redirection of existing positions, the council 
proposes to establish within the Services to the Field program a Special Constitu­
encies unit to promote employment and grant opportl.lnities among all population 
groups. A new position is proposeq to provide clerical support. Because the new 
unit will be staffed by transferring a position from other program activities, the 
council should experience no need for additional clerical support. Furthermore, 
should an imbalance occur in clerical workload as a result of reorganization, the 
problem could be resolved through more effective utilization of two clerical posi­
tions which are being added to the central administration division. The addition 
of these two positions increases the council's clerical staff by' 50 percent (from four 
to six) . For these reasons, our analysis indicates that the addition of a third clerical 
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position is not warranted on a workload basis. Therefore, we recommend deletion 
of one position, for a General Fund savings of $15,484. 

Summary. Our recommended deletions would result in a council staff of 53 
personnel-years for 1981-82. This is an increase of 9.8 personnel-years, or 22.7 
percent, over the staffing level authorized by the Legislature for the current year. 

Unjustified Consulting Funds 
We recommend a reduction of $82,203 in General Fund support (Item 826-()(}1-()(}1) to 

eliminate unjustified consulting projects. . 

The budget request for the Arts Council includes $512,536 for consulting and 
professional services. Our analysis of the proposed projects indicates. that· $82;203 
of this amount is not justified. Table 4 summarizes the projects that are not justi­
fied. 

Project 

Table 4 
California Arts Council 

Consulting Reductions Recommended by Analyst 

Graphic design package .................................................................. , ......................... ; ............................. ... 
Sponsor development program evaluation ..................................................... , ................................... . 
Economic impact study ............................................................................. , ............. ; ................................. . 
Unspecified ................................................................................. ; ................................................................. . 

Total .................................................................................................... ; •............ ; .. ; ................................. . 

Amount 
$28,000 

15,000 
16,667 
22i536 

$82,203 

Graphic design package. The Governor's Budget includes $47,000 to acquire a 
graphic design package for use in the council's newsletter, guidelines, and other 
mailings, Since the budget was published, the council has revised the estimated 

. cost of these services to $19,000, a decrease of $28,000. 
Sponsor development program evalu,ation. In 1981-82, the council proposes to 

alter the touring pro~ams, and ,fund sponsors of the touring groups, rather. than 
support the touring groups directly. Under the new concept, nonprofit organiza­
tions that provide public performances at locations such as community centers, 
parks, and fairs would be eligible to receive· from the.council up to 50 percent of 
the artists' fees; In past years, the council has provided support to the touring 
companies, whIch then had to promote themselves. 

The council proposes to evaluate the new funding method in 1981-82 at a cost 
of$15,000. We believe an evaluation of the new process in the year following such 
a fundamental change in the program would be premature. It would be difficult 
to draw meaningful conclusions from the results of such an evaluation, due to 
problems caused by the transition. We recommend that the council delay this 
evaluation until at least 1982-83. 

Economic impact study. The council proposes to embark on a three-year pro· 
gram to study the economic impact of music, theatre and dance organizations on 
their communities. Although the council does not have any detailed plans, it 
expects to study three organizations in 1981-82. 

This project would reqUire $25,000 for consultant assistance and data processing 
costs. Staff support would be provided by the 'program evaluation unit. Because 
of the pioneering nature Of the study, we recommend that it be limited to one 
organization in the budgetyear,for a savings of $16,667. The value of the project 
can then be assessed before additional funding is committed to it. 

Unspecified expenditures. The council has not specified the use of $22,536 of 
proposed consultant and professional services funds. Without documentation of 
need or purpose, we cannot recommend approval. 
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Summary. Our recommended reductions would r'esl.lltiIi expertditures of 
$430,3:33 for consulting and professional.serVices in 1981...,82.Thisjsad~crease of 
15.6 percent fiom,estimatedcurrent~yearexpenditures for these aptivities. 

start.;.up·Grants Should Be Awarded Once 
We recommend the council eliJnjnate start~up grants for counties in their second year of 

participation in thiJStafe and Local. Partnership program, for a General Fund savings of 
$684,()()(} (Itel1J826-101~OOl). . . ....• 

Under the State and Local Partnership program, participatingcountles receive 
anonniatched grant of $12,000 for developing an arts plan ora Illechanism for 
reviewing· local grants programs. . 

When the program was initiated in 1980...,81, the council stated in its Budget 
Change Proposal that the grants were intended as "start-up" money, The council 
now anticipates making the grants available each year for annual revisions of the 
local plans. . .. . .... .. 

The council's proposal represents a reversal of the original intent behind this 
pr()gram; Having funded the preparation of these plans, the state should leave it 
to the counties to maintain them. These plims, after au, are oflocal, rather than 
statewid,e significance. Furthermore, if the counties are unwilling to. support the 
modest cost of maintaining their plans, it is difficult to believe that they would 
utilize these plans in.decisionmaking. If the council held to its original intent; the 
grants .should be awarded only onpe. We recommend thatthe council eliminate 
thegraqt in the second year of a county's participation in the program. Thlsaction 
would terminate the grants of the 57 repeating counties, for a . total General FUnd 
saviIigs df $684,000 in 1981~2. .. . 

Fewer Sites for Alterncitives h'l Education (AlE) R.search 
WE1 rooommendthat the number ofslteslorthe Altematlves in Edu~~lionprogrllmbe 

reduCed.to four, and that q.nneeded grant fUIJds in 1980-81 be re,appropriatedto the budget 
year, for a total General FuiJdsaVings of $147,185. We further recOmmend that the council 
fund sites 1~.1981~~nlylfthe·l"eseilrch. methodology has· been.completecfbY July i981. 

.. The Alferna!iv~shtEdtication{AIE) program was started ill~976 as athree-year 
pilot projectto researchartd dem,onstrate the effects on children's learniIigabili~ 
ties ofintegratirig·artsinto regular school·curricula. It is the .council's hypothesis 
that creative expression on a regular basis improves alileaming skills. The coUncil 
funded six school sites in 197{)';'77, 10 sites in 1977-78 and 1978-79,and.nine sites 
in 1979...,80. . ... .•. ..... ..• . 

An evaluation of the AlE program by California Learning DesigIis, Inc:, during 
1978-79 found that while participants' behavior and their attitudes concerning 
themselves and school. seemed to improve, there was no empirical eVidence of 
improved academic achievement. The majority of students and adults thal were 
interviewed felt that theprograffihadpositiveimpacts6riaca:dernicachievement, 
alt):lOugh they could not specify hbwor inwhatareas., .. .... ...• ... . . 

The council states that the evaluation failed to demonstrate a statisticrurelation­
ship between arts andchildren~slearning abilities because (1) there wasinsuffi­
cient time to conduct pre- and posHests and (2) there Was restricted access to 
student achievement tests. In addition, the council believes that school achieve­
ment tests do not capture the types of cognitive gainstha:tifbelieves ate gained 
through the AlE program. 

To improve the program· andevruuate its effects, the council continued the 
program in 1980...,81 at seven sites. The couhcilrevised the guidelines for partiCipat­
ing in AlE to take into account the recommendations of the evaluation team. 
Specifically, the guidelines now require that (1) arts activities take place on the 
school grounds; rather than at a neighborhood arts center, .(2) sites provide a 
minimum of four hours of in-service teacher training each week, and (3) schools 



1494 / GENERAL GOVERNMENT 

CALIFORNIA ARTS COUNCIL-Continued 

Item 828 

demonstrate the availability of appropriate facilities and equipment. In addition, 
the council contracted for a consultant to monitor the sites and determine (1) the 
consistency of actual program goals with those outlined by the council and (2) 
differences and similarities between AlE sites. The information will be used in 
accessing results of the planned empirical evaluation. 

Little progress has been achieved in evaluating the program on a rigorous basl~. 
Although the council stated in its 1980-81 Budget Change Proposal (BCP) thatthe 
evaluation design would be completed by February 15, 1980, a testing instrument 
is not yet available; Furthermore, the BCP stated that the evaluation would run 
from July 15, 1980, through August 1, 1981. The council noW proposes that the 
evaluation begin in September 1981. 

We are concerned thafthe development of the research design will fall futt4er 
behind schedule, and that the program will run for another year without an 
empirical evaluation. Therefore, we recommend that the council fund sites· in 
1981-82 only if the complete research design has been developed by July 1, 1981-
16 and one-halfmonths after the date the council advised the Legislature it would 
have the design· completed. . . 

The council proposes to fund six sites in 1981-82. The team developing the 
research design has advised the council, however, that only four sites are required 
to evaluate the program adequately. At an average cost of $30,000 per site (each 
site received an average grant of $25,800 in 1980-82), four sites would resultin an 
expenditure of $120,000, alloWing a reduction of $135,000 ($97,500 in General 
Funds and $37,500 in federal funds) from the $255,000 in grants budgeted for the 
program sites. Further, the council indicates that it will spend only $180,630 of the 
$270,000 in grants budgeted for 1980-81, which represents a savings of $89,370 
($49,685 in General Funds and $39,685 in federal funds). In order to insure that 
the current-year General Fund savillgs are realized, \Ve recommend that the 
Legislature reappropriate the unneeded General Fund amount to 1981-82. Reduc­
ing the number of sites to four, and reappropriating the excess current-year ~ds 
to the budget year, would result in a General Fund savings of $147,185. We further 
recommend that the council examine the possibility of redirecting the unneeded 
federal funds allocated to this program to other. programs as a substitute for 
General FUnd support. 

NATIVE AMERICAN HERITAGE COMMISSION 

. Item 828 from the General 
Fund Budget p. GG28 

Requested 1981-82 .......................... , ............................................... . 
Estimated 1980-81 ................................................. , ........................... . 
Actual 1979-80 ................................................................................... . 

Requested increase (excluding amount for salary 
increases) $14;530 (+7.1 percent) 

Total recommended reduction .......................................... , ........ . 

$219,605 
205,075 
173,257 

None 
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GENERAL PROGRAM STATEMENT 
The nine"member Native American Heritage Commission was established on 

January 1, 1977, by Chapter 1332, Statutes of 1976. Commission members are 
appointed by the Governor and serve without compensation but are reimbursed 
for actual and necessary expenses. The commission's responsibilities and powers 
are directed toward the identification, cataloging and preservation of places of 
special religious or social significance to Native Americans in order to ensure the 
free expression of Native American religion. Staff for the commission include an 
executive secretary, a resource coordinator, a two-year limited-term state archa­
eologist (expires June 30, 1982), one clerical position and temporary help on a 
half-time basis. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget proposes an appropria~on of $219,605 from the General Fund for 
support of the commission in 1981-82, which is an increase of $14,530, or 7.1 per­
cent, over e!!timated current year expenditures. This amount will increase by the 
amount of any salary or staff benefit increase approved for the budget year. The 
increase reflects rising operating expenses, and· appears to be reasonable. 

CALIFORNIA PUBLIC BROADCASTING COMMISSION 

Item 829 from the General 
Fund and Environmental Li~ 
cense Plate Fund Budget p. GG 29 

Requested 1981.:....82 ......................................................................... . 
Estimated 1980-81 ............. , .......... , .................................................. . 
Actual 1979.:....80 ................................................................................. . 

Requested increase (excluding amount for salary 
.. increases) $1,542,478 ) + 192.3 percent) 

Total recommended reduction ................................................... . 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description Fund 

829-001-OO1-California Public Broadcasting Com- General 
mission (for transfer. to Public Broadcasting 
Fund) 

829-OO1-1~alifornia Public Broadcasting Com- California Environmental U-
. . mission-Suppotit cense Plate 
829-011-907.,-California Public Bioadcasting Com, California Public Broadcast-

mi~sion-Support . . ing 

Total 

$2,344,616 
802,138 
691,686 

$584,297 

AmoUnt 
$2,244,616 

100,000 

(2,244,616) 

$2,344,616 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMEN.DATIONS page 

1. . Television: liv~ events. Reduce by $l(}(),OOO.Recomme:ftddeletion 1502 
. of$l00,OOO irtdoverage of live events because theprogI'am is unnes-. 
sary~ .. ... ....... .... . 

2. Television: special documentaries. Reduce by $158,000. Recom- 1503 
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merid deletion of funds for producing new·documentaries ($150,­
(00) and captioning them fot the hearing impaired ($8,000) be­
cause sufficient funds . are included in the base budget for 
documentaries. 

Item 829 

3. TeleVision: enviroiunental programming. Recommend the adop- 1503 
tion of supplemental report language directing the California Pub-
lic Broadcasting Commission and the Resources Agency to evaluate 
the. effectiveness of this programming in protecting the environ-
ment. 

4. Radio: California Public Radio. Reduce $35,000. Recommend ·re- 1503 
ductions for cost-of-living adjustments ($15,000), savings resulting 
from interconnection delay ($5,000), and reduced program assign:-
ments ($15,000). 

5. Radio: environmental reporter. Recommend funding on a one 1504 
time basis and the adoption of supplemental report language di-

. recting the CPBC and the Resources Agency to evaluate the cost­
effectiveness of this activity. 

6. Telecommunications within state government: demonstration 1506 
projects. Reduce by $168,278. Recommend deletion of agency pi-
lot demonstrations ($133,078) and technical assistance to 10 agen-
cies ($35,200) because these activities are outside the commission's 
mandate. 

7. Telecommunications within state government: telematics. Reduce 1506 
by $50,000. Recommend deletion of this program as unjustified 
and outside the commission's mandate. 

8. Telecommunications within state government: training public in-l507 
formation officers in the use of cable television community service 
channels. Reduce by $15,000. Recommend deletion of program as 
unjustified. 

9. Administrative costs. Reduce by $58,019. Recommend reduction 1507 
of $58,019 to reflect recommended program reductions. 

GENERAL PROGRAM STATEMENT 
The California Public Broadcasting Commission (CPBC) was established, effec­

tive January 1, 1976, by Chapter 1227, Statutes of 1975, as an independent entity 
in state government. The purpose of the commission is to encourage. the growth 
and development of public broadcasting. Specified duties and powers of the com­
mission include (1) inaking grants to public broadcasting stations, (2) facilitating 
statewide distribution of public television and radio programs, (3) applying for, 
receiving and distributing funds, (4), conducting research and demonstration ac­
tivities, (5) promulgating regulations, (6) supporting systems of interconnection 
between stations, and (7) reporting'annually to the Governor and Legislature. 

The ll-member commission is composed of (1) the Superintendent of Public 
Instruction, (2) the Direc"t:orofthe Postsecondary Education Commission, (3) two 
appointees of the Senate Rules Committee, (4) two appointees of the Speaker of 
the Assembly and (5) five appointees ofth~ Governor. 

As a res~lt of Chapter 1086, Statutes of 1979 (AB 699) ,the commission is required 
to report to the Legislature prior to April 15,1982, on the effedsofderegulation 
on cable TV subscriber rates. It is also required to encourage local and state 
government and educatioI)al use of cable channels, and to report to the Legisla­
ture concerning such use by January .1,1983. 

For the first time; the 1981-82 Governor's Budget presents the CPBC budget on 
a program basis. The five programs are: (a) Statewide Programming for Public 
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Broadcasting Audiences, (b) Interconnection,· (c) Telecommunications Applica­
tions within State Government, (d) Public Broadcasting Facilities, and (e) Admin­
istration. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes expenditures of $2,344,616 for support of the Public Broad­

casting Commission in 1981--82, consiSting of $2,244,616 from the General Fund and 
$100,000 from the California Environmental License Plate Fund. The proposed 
expenditures are $1,542,478, or 192.3 percent, above estimated current year ex­
penditures. This amount will increase by the amount of any salary or staff benefit 
increase approved for the budget year. Table 1 summarizes commission expendi­
tures by program. 

Table 1 
California Public Broadcasting Commission 

Budget Summary by Program 

Funding Sources 
General Fund ................................................................. . 
California Environmental License Plate Fund .... .. 
California Public Broadcasting Fund ....................... . 

Totals .......................................................................... .. 
Programs 

1. Statewide programming .................................... .. 
Grant expenditures ............................................. . 
Administrative costs .......................................... .. 

Personnel-years ................................................ .. 
2. Interconnection .................................................. .. 

Hardware .............................................................. .. 
Consultants .......................................................... .. 
Administrative costs .......................................... .. 

Personnel-yeats ................................................. .. 
3. State government telecommunications ........ .. 

Consultants .......................................................... .. 
. Administrative costs .......................................... .. 

Personnel-years ................................................ .. 
4. Adminstration (undistributed) ........................ .. 

Personnel-years ................................................ .. 
Totals .................................................................. .. 

Grant eXpenditures and hardware ................ .. 
Consultants .......................................................... .. 
Administrative costs ........................................... . 

Personnel-years ................................................. . 

Estimated Proposed 
1!J80..81 1981-82 
$775,266 $2,244,616 

26,872 

$802,138 

$621,669 
(532,782) 
(88,887) 

2.0 

180,469 
4.0 

$802,138 
(532,782) 

(269,356) 
6.0 

100,000 

$2,344,616 

$1,559,062 
(1,419,721) 

(139,341) 
3.4 

250,096 
(125,182) 
(74,796) 
(50,118) 

1.3 
281,710 

(240,384) 
(41,326) 

1.3 
253,748 

6.2 

$2,344,616 
(1,544,903) 

(315,180) 
(484,533) 

12.2 

Change 
Amount Percent 
$1,469,350 189.5% 

100,000 
-26,872 -100.0 

$1,542,478 

$937,393 
(886,939) 
(50,454) 

1.4 
250,096 

(125,182) 
(74,796) 
(50,118) 

1.3 
281,710 

(240,384) 
(41,326) 

1.3 
73,279 

2.2 

$1,542,478 
(1,012,121 ) 

(315,180) 
(215,177) 

6.2 

192.3% 

150.8% 
(166.5) 
(56.8) 
70.0 

40.6 
55.0 

192.3% 
(190.0) 

(79.9) 
103.3% 

The increase consists of $1,012,121 in grant expenditures and hardware, $315,180 
for special consultants, and $484,533 to augment the administrative program (in­
cluding 6.2 new positions). Of the total proposed grant expenditures, $100,000 
would be funded by the California Environmental License Plate Fund to support 
an environmental radio news reporter and a television documentary. The remain­
der of the budget is supported from the General Fund. In past years, funds were 
available for expenditure from the accumulated surplus in the California Public 
Broadcasting Fund. The last of the surplus $11,205, is proposed to be used in 
1980--81 to cover a projected deficiency. 

Table 2 presents the proposed 1981--82 budget changes by element within the 
programs. The largest single increase is proposed for statewide programming: 
$937,393. The increase consists of $724,000 for. additional television programming 
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and $178,606 for expansion ofradio programming, 

Table 2 

. California Public Broadcasting Commission 
Proposed 1981-82 Budget Changes 

1980-81 Current Year Revised ................................................ , .................. . 
1. Statewide Programming 

a. Television: ............................................................................................. . 
1. Sacramento News Center ........................................................... . 
2. Live events ..................................................................................... . 
3. Special documentaries ................................................................. . 
4. Captioning ....................................................................................... . 
5. Environmental programming ..................................................... . 

b. Radio: ..................................................................................................... . 
1. Expansion of California Public Radio ....................................... . 
2 .. Environmental reporter ................................................................ . 

c. General ................................................................................................. . 
1. Administration support.. ............................................................•... 
2. Reduction of California Public Broadcasting Fund ............. . 

Subtotal, Programming ........................................................................... . 
2. Interconnection 

a. Systems integration study .............................. ; .................................. . 
b. Microwave link from KQED to Sutro Tower ........................... ... 
c. Microwave link from State Capitol to KVIE ............................... . 
d. Administrative support ............... , ..................................................... . 

Subtotal, Interconnection ....................................................................... . 
3. Telecomrnuncations within State Government 

a.Demonstration projects in state agencies ..................................... . 
b. Telematics ........................................................................................... . 
c. Training public information officers in the use of cable televi-

sion ......................................................................................................... . 
d. Administrative support ..................................................................... . 

Subtotal, Telecommunications ............................................................. . 
4. Direct Aid ................................................................................................. . 
5. Administration ......................................................................................... . 

Total Proposed Budget Changes .............................................................. .. 

1981-82 Proposed Expenditures ............................................................... . 

Proposed New Programs 

Cost 

($724,000) 
416,000 
l00,()f)() 
150,000 

8,000 
50;000 

(178,606) 
128,606 
50,000 

(34,787) 
50,454 

-15.667 

74,796 
43,000 
82,182 
50.118 

175,384 
50,000 

15,000 
41.326 ---

Item 829 

Total 
$802,138 

937,393 

250,096 

281.710 

. 73.27L 
($1.542.478) 

$2,344,616 

For 1981-82, the commission proposes two new programs: (1) Interconnection 
and (2) Telecommunications within State Government. Interconnection was in­
cluded as a commission duty in the enabling legislation, but has not been funded 
in the past. Telecommunications within state government is aD. entirely new area 
of commission activity. . 

Proposed Program Expansion 
Three current activities are proposed for expansion in the budget year and are 

discussed below. 
Television Programming. The commission currently funds occasional docu­

mentaries and a weekly half-hour public affairs program on Sacramento news. The 
budget proposes expansion in five areas: (1) the creation of a Sacramento News 
Center which would produce biweekly news programs, (2) coverage of live news 
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events, (3) three additional teleVision documentaries, (4) captioning the new 
documentaries for· the hearing impaired, and (5) one environmental documen­
tary. 

Radio Programming. The budget proposes to add a .California Public Radio' 
bureau in San Francisco to supplement the current. Sacramento facility and to 
increase weekly programs by 50 percent. In addition, all environmental reporter 
is requested for the Sacramento bureau. 

Administration. Total administrative costs are scheduled to increase by $530,-
357. Of this amount, $73,279 is contained in the Administration program and the 
remainder is distributed among the other programs. The budget proposes to more 
than double current staffing. 

Program Funding Eliminated 
Direct commission support for public broadcast. facilities (direct aid grants to 

stations) is not budgeted for either 1980-81 or 1981-82. In past analyses, we have 
pointed out that this program lacked measurable indicators of station need, audi­
ence participation, and general benefits. Although the program evaluator added 
in the current year is developing a management information system to respond 
to these concerns, the results will not be available during this year's budget delib­
erations. 

The commission's enabling legislation mandated that 25 percent of non ad minis­
trativefunds be distributed among public broadcasting stations. This requirement 
was suspended for the current year by Chapter 1014, Statutes of 1980, in order to 
allow the commission to fund statewide programming. Proposed budget language 
in Item 829-011-907 would suspend this requirement in the budget year as well. 

Proposed N.w Positions . 
The commission proposes to augment its current staff of six by 6.5 positions (5 

professional and 1.5 clerical). The total budgeted personnel-years of 12.2 reflects 
an adjustmentfor salary savings., This is a 103.3 percent increase in personnel-years. 
Table 3 lists the new positions. 

Table 3 
California Public Broadcasting Commission 

Proposed New Positions 
1981-82 

Staff services manager I (assistant director) , .. , ............ , ... , ......................................... .. 
Associate program analyst ................................................................................................ .. 
Staff services analyst ............................................................... : .......................................... .. 
Stenographer ................................................................................................................ , ....... .. 
Program analyst (continuation of limited term position) ......................................... : 

Totals .................................................................................................................................. .. 

Number 
1 
2 
2 
1 

(0.5) 

6.0 

Salaries 
and 

Wages 
$25,788 
46,944 
39,024 
10,356 

(12,300) 

$122,112 

In addition, the expenditures for consultants is proposed at $192,548, an increase 
of $175,698, or 1,042.7 percent over the estimated current year expenditures of 
$16,850. . 

Funding History 
Table 4 shows the growth in commission expenditures from its start in 1975-76 

to 1981-82. The first three years witnessed large increases as start-up activities 
progressed. Expenditures in 1977-78 included funding for television and radio 
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Sacramento news bureaus as well as direct rod for stations; A 16.7 percent reduc­
tion in funding fonowed the passage of Proposition 13 in 1978-79 and resulted in 
the closure of the television bureau. The radio bureau was. not eliminated. 

In 1979.:..so, the budget· of the commission was increased by 2.8 percent over the 
previous year. The 19~1 estimated expenditures in the current year--'-$802,138 
-are 16.0 percent above the actual expenrutures for 1979-80. This level of support 
is slightly less than exenditures during the peak funding year, 1977-78. 

Table 4 
California Public Broadcasting Commission 

Annual Growth in Expenditures 
1975-76 to 1981-82 

1975-76 ......................................................................................................................... . 
1976-77 .................................................. ; ..................................................................... .. 
1977-78 ........... , .............. , .............................. ;.~ ........... ; .................................. ; ............. .. 
1978-79 ............... ; ......................................................... ; ............................................... . 
1979-80 ........................................................................................................................ .. 
1980-81 (estimated) .................................................................................................. .. 
1981-82 (proposed) .... , ............................................................................................. .. 

Future Implications 

Amount 

$29,138 
325,358 
807,182 
672,748 
691,686 
802,138 

2,344,616 

Percent 
Change 

1,016.6% 
148.1 

-16.7 
2.8 

16.0 
192.3 

The CPBC's initial 1981-82 budget request was for over $6.2 . million, which 
would have been a 680 percent increase over current year expenditures. While the 
Governor's Budget requests an increase of 192 percent, many of the programs 
proposed for expansion or initiation during the budget year carry the potential for 
significant increases in future years. The commission sees this year's increase as the 
first step of a major program expansion similar to the recent expansion in support 
for the California Arts Council. A draft Long Range Plan prepared in early 1980 
outlines the directions for growth in commission activities. The Legislature should 
be aware that this year's proposed increase is likely to be followed by requests for 
large increases in the future. 

Past Deficiencies Being Corrected 
In last year's AnalysiS- we pointed out that the commission had selectively 

implemented the duties outlined in its enabling legislation. It had emphasized 
grant-making over research, demonstration projects, application for nonstate 
funds and interconnection; This year's budget proposal attempts to address this 
concern and. includes specific proposals for interconnection, demonstration 
projects, and additional administrative activity in research, policy formulation, and 
preparation of federal grant requests. 

Concern About Program Effectiveness 
Since the inception of the California Public Broadcasting Commission in 1975-

76, we have expressed concern that data was not available that demonstrated the 
effectiveness of commission activities or established the need for direct aid to 
broadcasting stations. 

In the current year, the commission has developed a set of indicators to judge 
the financial health of public broadcasting stations, and has incorporated evalua­
tion components into all new budget proposals and contract requirements. While 
these procedures are an improvement, the results will not be available to the 
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Legislature when it considers the commission's 1981-82 budget. 

Ability to Administer Proposed 1981-82 Programs 
We believe the improvements cited above indicate that the commission is im­

proving its basic management skills and is able to undertake an expanded program 
in 1981-82. However, we believe that the magnitude of the proposed increase-192 
percent-is excessive for a number of reasons. First, an expansion of this magni­
tude could easily overtax the administrative capabilities of the commission. Even 
the most efficient agency experiences significant problems when its programs are 
increasing. Problems are all the more likely to arise when the agency has demon­
strated managerial weaknesses in the past. 

Second, the commission's mandate is primarily in the area of public broadcast­
ing; cable television is only a secondary concern of the commission. The proposed 
demonstration projects, however, are concerned with telecommunication applica­
tionssuch as teleconferencing and telematics. (interactive computer communica­
tions). These activities are not part of the commission's current mandate, and 
should be deferred until such time as legislation is enacted which provides that 
mandate and sets forth legislative priorities, guidelines and expectations so that 
the Legislature can hold the commission accountable for its expenditure of state 
funds. 

Third, we believe that the magnitude of the proposed increase cannot be justi­
fied in 1981-82, given the fiscal pressures facing the state and the significant 
reductions in existing service levels that are proposed in the budget. 

Summary of Recommended Reductions 
The recommendations that follow would eliminate or reduce certain programs 

that our analysis indicates have a relatively lower priority or lack clear legislative 
authorization. The funding levels which we are recommending would still provide 
not only a substantial increase in state support to publicbroadcasting-119 percent 
-but would also provide the commission with an opportunity to demonstrate that 
itean effectively manage and evaluate its programs. The recommendations are 
presented by program with the exception of administra:tive costs. The distribution 
of'administrative costs between programs is arbitrary, and is not based onwork­
load measures. Therefore, we will discuss the commission's administrative costs in 
one place. 

A. STATEWIDE PROGRAMMING 
The budget proposes $1,515,462 for statewide programming for public broad­

casting audiences in 1981-82. This is an increaseof $937,393, or 61.7 percent over 
estimated current~year expenditures. (The $50,118 increase in administrative costs 
will be discussed later in this analysis.) The commission staff produces no programs 
directly. The programs are either produced by independent producers or through 
contracts with the Associations of Public Television and Radio Stations. 

1. Television 

Current Expenditures 
In 1980-81, the commission has awarded contracts to the Association of Public 

Television Stations in the amount of $284,782 for the production and distribution 
of television programming: $179,668 for Sacramento Week in Review and $105,114 
for documentaries. Sacramento Week in Review was started in May 1980, and is 
carried on a weekly basis by all 12 California public television stations. The topics 
for the current year's documentaries have not yet been chosen. Past subjects 
included bilingual education, water and the peripheral canal, health care for the 
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poor, and alternatives in education including the voucher system. The proposed 
budget does not provide an inflationary increase for these projects. 

Sacramento News Center 
We recommend approval. 

The budget includes $416,000 to establish a news bureau for coverage of state­
wide issues. This would permit the hiring of a four person staff: executive 'pro­
ducer, reporter, unit manager, and secretary. Equipment, technical facilities, and 
production crew would be obtained, as needed, on a contracted basis. The center 
is proposed to be associated with KVIE, the Sacramento public television station, 
although funding would be awarded through the Association of Public Television 
Stations. 

For three years, from 1976-77 to 197&-79, the commission funded a television 
Sacramento news bureau. The program was favorably evaluated by the commis­
siOJi and the stations, but was eliminated in . the budget reductions which were 
made following the passage of Proposition 13; 

The commission maintains that statewide' news programming needs to be inc 
creased, not decreased, during a period of state fiscal stress because it is during 
such periods that decisions become even more critical and importantto the people 
of the state. The proposed budget would fund 21 half-hour segments of Capitol 
news coverage during 1981--82. It assumes abiweekly schedule, some start-up time 
and periods without significant news activity. If the News Center is successful, the 
commission has stated it would most likely request funds to expand programming 
to a weekly basis. . 

Our analysis indicates that the public television stations are in a unique position 
to produce and distribute statewide news coverage on a cost-effective basis.· No 
comparable commercial system exists to cover stlitewide news. There are many 
areas in the state where commercial television stations provide no statewide news 
coverage. We recommend that the funds requested for expansion be approved. At 
the same time, we recommend that a thorough eValuation of audience and pro­
gram quality be undertaken before the program is continued or expanded in 
future years. 

Live Coverage of Capitol Events 
We recommend a reduction of $100,000 for live coverage of Capitol news events because 

the $100,000 as proposed is unnecessary. 

In addition to the establishment of a Sacramento News Center, the budget 
proposes an augmentation of $100,000 to cover live news events. The commission 
has not provided sufficient documentation that commercial television coverage of 
Capitol news events is inadequate or that public stations need to duplicate that 
coverage. . 

For example, backgro\.l.nd· information provided by the commission, included 
the Governor's State of the State Address as one of the live events it proposed to 
broadcast. However, most commercial stations in the state carry.this address each 
year. 

In addition, most Capitol events occur during daytime working hours. Live 
coverage would have a limited daytime audience, and we do not believe it. war­
rants the additional costs of live broadcasting. Therefore, we recommend the 
deletion of the $100,000 proposed for live coverage. 
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Documentaries and Special Reports . 
We recommend elimination of $I58,(){)() proposed For new documentaries ($I$O,(){)() For 

production and $8,(){)() For captioning) because sufficient Funds are available in the base 
budget. 

In the current year, the commission awarded $105,114 for televisiondocumen­
taries.The budget proposes to add $150,000 forexpanded documentary production 
and $8,000 to caption them for the hearing impaired. 

There is no analytical basis for establishing the number of documentaries to be 
produced; this is a discretionary activity that can be increased or decreased within 
a wide margin. The commission has not justified the need for additional documen­
taries or demonstrated that the subjects of these documentaries could not be 
covered by Sacramento Week in Review, News Center programs, or documentar­
ies already funded in the base budget. Consequently, we have no basis on which 
to recommend that this activity be expanded in the budget year. 

Environmental Documentaries 
We recommend approval Forone-year Funding For documentaries conceming environmen­

ta/issues. We Further recommend the adoption of supplemental report language directing 
the CPBC and the Resources Agency to evaluate this activity and report to the Legislature 
by March 1, 1982. 

The ·budget proposes $50,000 from the Environmental License Plate Fund to 
support one or more television documentaries concerning environmental issues. 
The foods will be awarded through the commission's grant making process, and 
matching funds will be sought. The number and subject matter of the program is 
unknown at this time. 

Use of license plate funds for the purpose of environmental education is author­
ized by statute. It is not clear, however, that a documentary is a cost-effective 
means for protecting the environment. We recommend, therefore, that the pro­
gram be funded in 1981-82 ona one-time basis. 

We also recommend that its continuation be dependent on a favorable evalua­
tion in the report called for in the following recommended supplemental report 
language: 

"The California Public Broadcasting Commission and the Resources Agency 
are directed to submit a report by March 1, 1982, to the Joint Legislative Budget 
Committee and the fiscal committees evaluating the cost-effectiveness of televi­
sion documentaries as a means for protecting the environment." 

2. Radio 

California Public Radio 
We recommend that the budget be reduced by $35,(){)() consisting oF: Funds proposed For 

a cost-oF-living increase ($I5,(){)()); savings resulting From a three-to-six month delay in estab­
lishing interconnection From Sacramento to San Francisco, ($5,(){)()); and reduced program 
assignments ($I5,(){)()). 

The budget includes $336,606 for California Public Radio (CPR) an increase of 
$128,606, or 61.8 percent, over current-year expenditures. Currently, CPR pr9-
duces two weekly half-hour programs, California Close-Up and Sacramento Up­
date, which are broadcast by all 19 public radio stations in the state. In addition, 
daily news stories are provided to the six stations with regular news programs. 

The proposed budget includes funding for a San Francisco Bureau which would 
concentrate on science issues and the arts and humanities. It would also cover 
news of statewide interest originating in the Bay Area, including the actions of the 
California Supreme Court and the Public Utilities Commission. The San Francisco 
bureau is opening in February 1981 on a startup basis with full operations depend-
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ent on the increase approved in this budget. 
Our analysis suggests that the proposed expenditures for California Public Radio 

should be reduced for the following reasons: 
(I)Cost-of-Living Increase. The CPR budget request includes approximately 

$15,000 to provide salary and operating expenses cost-of-living increases. The tele­
vision and joint program grants include no such increase, For consistency, we 
recommend the red:uction of $15,000. 

(2) Delay in Interconnection. The budget includes· funding for a full-time 
engineer ,baSed. on the assumption that interconnection links would be available 
between Sacramento and San Francisco beginning on July 1, 1981.The commission 
foresees a delay of at least. three months for installation of this equipment, There­
fore, we recommend a reduction of $5,000 to recognize a three-month delay in 
hiring the full time engineer and associated operating costs. 

(3) Program Assignments. The budget also includes $30,000 to pay independ­
ent producers and public radio stations to produce additional programs for CPR. 
This is an increase of$25,OOO, or 500 percent above current-year expenditures of 
$5,000. CPR plans to use most of these funds for soulhern·California news program 
assignments. We see the need for some additional funds for program assignments, 
however, the commission presented no data justifying such a large increase for this 
item. We recommend the reduction of $15,000 for program assignments. 

Our recommendations would permit an increase in spending of $93,606, which 
is a 45 percent increase overcurrent~year funding. . 

En.vironmentalRadio Reporter 
. WetecommendapprovaJ.for one-year·funding for. an environmental news reporter .. We 

fudher reCommend the adoption of supplemental report language directing the CPBC and 
the Resources Agency to evaluate this activity and report to the Legislature by March 1, 1982. 

The budget requests $50,000 from the Environmental License Plate Fund to 
support an environmental reporter for California Public Radio who would pro­
duceweekly and special reports on environmental issues. This position has been 
iIritiated in the current year on a trial basis, using funds diverted from other CPR 
activities. . . 

Although we recognize that there are a number of environmental issues which 
are not covere.d by existing r~dio news services we question the impact this cover­
age has on the environment. We recommend approval, but as before in the televi­
sion environmental documentaries, we recommend a thorough evaluation by both 
the CPBC and the Resources Agency before the program is continued. We also 
recommend the adoption of the following supplemental report language: 

"The California Public Broadcasting Commission and the Resources Agency 
are directedto submit a report by March 1, 1982, to the Joint Legislative Budget 
Committee and the fiscal committees, evaluating the cost~effectiveness of the 
environmental radio reporter as a means for protecting the environment." 

3. Joint Programs 

Joint Programming with the California Council for the Humanities 
We recommend approval. 
The budget coptains $43,600 for ajoint grant program with the California Coun­

cil for the Humariities (CCH) which began in 1978. This amount includes $3,600 
in distributed administrative costs, which will be discussed later in this analysis. No 
increase is proposed for 1981~2. The $40,000 in· CPBC grant expenditures is 
matched by both the grant recipients and the CCH, resulting in expenditures of 
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$120,000 for humanities programming. The CCH receives and distributes federal 
funds from the National Endowment for the Humanities. 

The proposed amount appears to be reasonable and we recommend approval. 

B. INTERCONNECTION 
Interconnection is the technology and management structure which provides 

the links in a telecommunications system. The budget contains $250,096 for inter­
connection, a new program. This amount includes $50,118 in administrative costs, 
which are discussed later in this analysis. The program consists of two activities: 
(1) a survey of existing and proposed interconnection systems and (2) completion 
of a microwave link between the State Capitol and a satellite uplink in San Fran­
cisco to allow immediate distribution of programming originating in Sacramento. 

Systems Integration Study 
We recommend approval. 

The budget includes $74,796 to inventory and analyze current state telecom­
munications resources, and to determine the degree to which integration of a 
public broadcasting interconnection system with a broader based state system is 
feasible and desirable. The plan would also recommend and document a specific 
interconnection configuration for northern California, including cost estimates, 
coordination requirements, and a timetable for implementation. 

The commission has prepared a request for $158,000 in federal funds from the 
National Technology and Information Administration (NTIA) to expand the scope 
of the study to include more input from current and potential users and to design 
a specific interconnection configuration for southern California. 

The complete study would then be used to request federal construction grant 
funds. There is some question on the future availability of federal funds. In the 
current year, the NTIA had $24 million available for the planning and construction 
of noncommercial telecommunication facilities. The NTIA funds up to 75 percent 
of each project approved. The remaining 25 percent must be matched by the state 
and/or the public broadcasting stations. 

Numerous telecommunication systems are owned and operated by public enti­
ties in California. Many school systems, all three branches of higher education, and 
the Department of General Services operate microwave systems. No complete 
inventory has been conducted of the technical resources available within each 
established system and the potential for shared use of underutilized capacity. 

The proposed study would take advantage of existing state and station facilities 
whenever possible and seems to be a cost-effective approach to exploring telecom~ 
munications integration. On this basis, we recommend approval. 

Microwave Links 
We recommend approval. 

Currently, all public broadcasting stations in the state have the technical capaci­
ty of receive satellite transmission. However, the ability to initiate transmissions 
is limited to the San Francisco radio and television station and one Los Angeles 
radio station. A microwave system currently links KVIE, the Sacramento public 
television station, to KQED in San Francisco. The link is one-directional and 
suffers from numerous technical deficiencies. 

The budget includes $125,182 for the purchase and installation of interconnec­
tion hardware. First, the link between KVIE and KQED would be made dependa­
ble and two-directional at a cost of $43,000 which would allow for interactive 
programming between the two cities. It would also reduce the statewide distribu-
tion costs for both television and radio programming. . 

Secondly, for $82,182 a two-way link would be built between the State Capitol 

51--81685 

, . 
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and KVIE. This would allow for live coverage of legislative hearings and other 
Capitol eveIltS. In addition, hearings or events originating in other lo{:!ations could 
be received at· the Capitol using. this system. Our analysis shows that both links 
would lower the unit cost of programming and encourage expanded coverage of 
state news. . 

The comnnssion indicates that tl;iese proposed links do not duplicate intercoIl­
nectionresources of other state agencies. We recommend approval. 

C,TELECOMMUNICATIONS APPLICATIONS WITHIN STATE GOVERNMENT .. . 

The budget includes $281,710 for demonstrations of telecommunications ap­
plications within state government, a new program. The $41,326 allocated for 
administrative costs is discussed later in this analysis. The proposed use of the 
remaining $240,384 is shown in Tabfe 5. The purpose of this program is to encour­
age state agencies to improve their operations through innovative uses of telecom­
munications technology. 

Table 5 
Proposed Telepommunicati9ns Applications Within State Government 

1981-82 

Demonstrations in state agencies .............................................................. .. 
Pilot Tests (3 agencies) ............................................................................ .. 
Technical Assistance (10 agencies) ........................................................ .. 
Technical Assistance (31 stations) ......................... ; ......... ; ............. ; ....... . 

Telematics ........................................................................................................ .. 
Public Service Cable ..................... , ................................................................. . 

Totals ............................................................................................................ ;. 

1. Demonstration Projects 

Governor's 
Budget 
$175,384 
(133,078) 
(35,200) 

(7,106) 
50,000 
15,000 

$240,384 

Recommended 
Reduction 

-$168,278 
(-133,078) 

(35,200) 

-50,000 
-15,000 

-$233,278 

We recommend a reduction of $168,278 From the demonstration projects For pilot tests 
($133,078) and technical assistance ($35,200) because the . commission has no legislative 
mandate in this area. 

The CPBC's mandate is limited to public broadcasting and cable television. The 
Division of Communica,tions in the Department of General Servics is mandated 
to develop and oversee telecommunications usage by state government. The 
proposed agency pi~ot tests ($133,078) and technical assistance to state agencies 
($35,200) are therefore inappropriate commission activities, and we recommend 
funds for them be deleted. . 

Technical Assistance for PublicBroadcastingStatio.ns 
We recommend approval. 
The budget reql.lests $7,106 to assist stations in ideptifying their underutilized 

telecommu~ications capacity. Our analysis indicates that this is an appropriate 
commission activity, that the costs are reasonable, and tpat it may complement the 
systems integration shtdy discussed later. We therefore recommend approval. 

" . '-, 

2. T elematics 
We recommend deletion of $50,000 requested For consulting and equipment in the area of 

telematics as unjustified and premature. 

The budget proposes $50,000 to initiate state activity in the field of telematics. 
Telematics is a general term for computer-based communications technology. It 
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is newly emerging technology arid is still limited in its applications. Thecommis­
siop. proposes to (1) ascertain possible state government uses, (2) determine the 
cost of equipment and training, (3) work with the private sector to implement 
pilot demonstrations, (4) implement pilot demonstrations, (5) study costs and 
productivity benefits, and (6) report its findings. . 

Our analysis indicates that this program is premature and unjustified. No evi­
dencehas been presented indicating that the potential benefits from the use of 
telematics in state government would justify the expenditure of $50,000. to study 
the issue. In addition, we believe it is more appropriate for the manufacturers arid 
distributors of telematics technology to fund demonstrations of their products 
rather than the state. We recommend deletion of $50,000 for telematics. 

3. Public Service Cable 
We recommend deletion of $15,(){)() proposed For the training of public inFormation officers 

in the use of cable television community access channels. . 

The budget proposes the expenditure of $15,000 for public service uses of cable 
television: $5,000 to train public information officers and $10,000 to ascertain the 
availability of community access cable channels. No background material justify­
ing these expenditure amounts was made available to us during the preparation 
of this analysis. Nor is there any evidence that the audiences available through 
community access channels would be significant enough to justify its use by public 
information officers. 

We recommend the deletion of this program as unjustified. Some of the p.ew 
staff resources included in the budget could work with the California Community 
Television Association to obtain a basic inventory of available channels and audi­
ence estimates. This basic assessment might then form the basis in future years for 
some state action in the area. 

D. ADMINISTRATION 
The budget proposes $484,533 for administrative costs, $230,785 distributed to 

programs and $253,748 that is not distributed. The commission has not. analyzed 
personnel workload by program. The distribution of costs to programs are esti­
mates, based on the proportion of total funding contained in that program and may 
not reflect actual workload needs. . . 

The number of positions is proposed to increase from 6 to 12.5, with an adjust­
ment for salary savings resulting in 12.2 personnel-years. 

Staffing Reductions . 
We recommend the deletion of two proposed positions and associated operating expenses, 

Fora savings of $58,019. 

The budget assumes that only four commission meetings will be held in 1981-82, 
as opposed to one per month in the current year. This would release staff for otl;lf;)r 
activities. In the current year, the commission staff has incurred significant 
amounts of overtime. This is due to: (1) increased frequency of commission meet­
ings, (2) a new director and his reorganization of staff resources, .(3) a vacancy in 
one of four professional staff positions, and (4) preparation of major new budget 
initiatives. 

Our recommendations discussed above result in a reduction of $526,278 in the 
programming and telecommunications area. While the proposed new positions 
were not assigned to specific program areas, our analysis indicates that the de­
creased workload justifies the elimination of two of the 6.5 new positions, an 
associate program analyst and a staff services analyst, for a savings of $58,019. This 
reduction assumes a $1,500 allowance for operating expenses for each position. 

Our recommended deletions will result in a staff of 10.5 positions: seven manage-
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ment and technical, two clerical, and one and a half position equivalents of tempo­
rary help. This is an increase of4.5 positions over current authorized levels. 

Extension of Limited Term Program Evaluator 
We recommend approval. 
The budget includes a six-month extension for the Program Review Analyst 

established in the current year and assigned to evaluate the commission's grant 
programs. The extension to June 30, 1982 allows for delays encountered this year­
in obtaining a civil service classification for the position. It also recognizes the lead 
time involved in obtaining data from the stations. The six-month extension appears 
to be reasonable and we recommend approval. 

AGRICULTURAL LABOR RELATIONS BOARD 

Item 830 from the General 
Fund Budget p. GG 35 

Requested 1981-82· .......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

$9,270,793 
9,059,385 
7,101,453 

Requested increase (excluding amount for salary 
increases) $211,408 (+2.3 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Salary Savings. Reduce by $223,771. Recommend that projected 

salary savings .be increased to reflect past experience. 
2. Operating Expenses. Reduce by $288,989. Recommend deletion 

of overbudgeted funds in operating expenses. 

GENERAL PROGRAM STATEMENT 

$512,760 

Analysis 
pagp 

1510 

.1511 

The Agricultural Labor Relations Board (ALRB) was established by Chapter 1, 
Statutes of 1975, Third Extraordinary Session, for the purpose of guaranteeing 
agricultural workers the right to join employee organizations, to bargain collec­
tively with their employers and to engage in concerted activities through repre­
sentatives of their own choosing. Agricultural workers currently are excluded from 
coverage under the National Labor Relations Act, which guarantees similar bene­
fits to other workers in the private sector. 

To fulfill its objectives, the ~LRB conducts the following programs: 
1. General administration, which provides budget, accounting, personnel and 

support services to the board, the general counsel; and four regional offices .. 
2. Board administration, which includes the five-member board and its execu­

tive secretary. The board establishes policy, procedures, and regulations for 
purposes of carrying out the Agricultural Labor Relations Act, and holds 
hearings to adjudicate disputes between farm workers and their employers 
involving such matters as representation elections and unfair labor practice 
charges filed by employers or workers. The board also reviews decisions of 
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hearing officers when requested by either party. 
3. Generalcounsel administration, through the office of the general counsel: 

a. conducts secret ballot elections to enable farm workers to select represent-
. atives of their own ch~osing; . . . . 

b. investigates and prosecutes unfair labor practice charges before the board 
or' ~earing officers; and 

c. defends all ALRB actions in the courts and obtains court orders when 
necessary to carry out decisions of the board regarding such matters as 
providing remedies for unfair labor practices. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $9,270,793 from the General Fund for 

support of the ALRB in 1981-82. This is an increase of $211,408, or 2.3 percent, 
above estimated current-year expenditures. This amount will increase by the 
amount of any salary or staff benefit increase approved for the budget year. Table 
1 shows personnel-years and expenditures for the board in the current and budget 
years. 

Table 1 
Agricultural Labor Relations Boa.rd 

Budget Summary 

Administrative services (distributed) ...................... .. 
Personnel-years ............................................................. . 
Board administration 
a. Representation cases .............................................. .. 

Personnel-years ........................................................ .. 
b. Unfair labor practice cases ..................................... ; 

Personnel-years ........................................................ .. 
c. Policies, procedures, and motions ...................... .. 

Personnel-years ........................................................ .. 
General counsel administration 
a. Representation cases ............................ : .................. . 

Personnel-years ......................................................... . 
b. Unfair labor practice cases ......................... , .......... .. 

Personnel-years ........................................................ .. 
c .. Court litigation ......... ; .............................................. .. 

Personnel-years ................................ : ........................ . 

Totals .......................................................................... .. 
Personnel-years ............. ; .......................................... .. 

Estimated 
1980-81 
($645,336) 

18.2 

962,659 
18.2 

2,220,965 
41.9 

421,839 
7.9 

190,887 
4.2 

4,352,230 
96.1 

910,805 
20.1 

$9,059,385 
206.6 

Proposed 
1981..:a2 
($649,917) 

17.9 

980,900 
17.5 

2,263,052 
40.5 

433,636 
7.7 

195,762 
4.0 

4,463,378 
91.4 

934,065 
19.1 

$9,270,793 
198.1 

Change 
Amount Percent 

($4,581) 0.7% 
-0.3 

18,241 1.9 
-0.7 

42,087 1.9 
-1.4 

11,797 2.8 
"':0.2 

4,875 2.6 
-0.2 

1ll,148 2.6 
-4.7 

23,260 2.6 
-1.0 

$211,408 2.3% 
-8.5 

The increase in General Fund support results primarily from merit salary adjust­
ments and inHation in the cost of ongoing activities. The reduction in personnel­
years reflects an assumption that salary savings will be higher in 1981-82 than in 
the current year. As discussed below, our analysis indicates that the ALRB's as­
sumption is faulty because the projection of salary savings in both years does not 
reflect the board's actual experience. 

RisingWorkload The ALRB has experienced a sharp, continuous increase in 
workload since January 1979 when the lettuce strike started. Since that time, unfair 
labor practice charges have averaged 103 per month. This compares to approxi­
mately 61 per month in 1977-78 and 42 per month during the first half of 1918-79. 
The increase in workload has created a backlog which should fully occupy the 
ALRB well into the budget year. The ALRB has not requested an increase in staff 
to reduce the backlog because it is not known how long the heavy workload will 
last or whether the workload will return to the 1977-78 levels. 
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Salary Savings 
We recommend that the estimate of salary savings in the Agricultural Labor Relations 

Board's budget be increased to 10 percent to reflect past experience, For a savings of $223, 771. 

When budgeting for salaries and wages, agencies normally recognize that salary 
levels will fluctuale and that all positions will not be filled for a full 12 months. 
Experience shows that savings will accrue due to the following factors: vacant 
positions, leaves of absence, turnover, delays in the filling of positions, and the 
refilling of positions at the minimum step of the salary range. Therefore, to pre­
vent overbudgeting, an estimate of salary savings is included in each budget as· a 
percentage reduction in the gross salary and wage amount. . 

The ALRB is requesting $6,774,094 for personal services in the budget year. This 
includes $1,445,525 for staff benefits and $5,328,569 for salaries and wages, after a 
reduction of $396,387 (6.9 percent) for salary savings. 

As shown in Table 2, the ALRB has overbudgeted personal services for several 
years because it has understated salary savings. 

Table 2 
Agricultural Labor Relations Board 

Salary Savings Experience 

Fiscal Year 
1977-78 ..................................... . 
1978-79 ..................................... . 
1979-80 ...................................... . 
1980-81 (estimated) ............. . 
1981-82 (proposed) ............... . 

Budgeted 
Salary Savings' 

Percent of 

Amount 
$156,882 
174,018 
259,488 

$177,265 
$396,387 

Salaries and 
Wages 

2.8% 
3.0 
4.6 
3.2% 
6.9% 

• Adjusted for legislative changes and staff benefits. 

Estimated 
Unexpended 

Personal 
Services 
$1,139,152 

787,264 
601,357 

Estimated 
Total 

Savings 
Amount Percent 
$1,296,034 21.4% 

961,282 16.3 
860,845 14.8 

Our analysis indicates that the ALRB's higher rate of salary savings in compari­
son to other state agencies results from a high turnover rate in both its 53 attorney 
positions and its clerical support staff. The ALRB has failed to reflect this higher 
turnover in its budget because it has not followed budgeting instructions in the 
State Administrative Manual (SAM). The SAM requires state agencies to base 
salary savings on past years' actual experiences. 

Our analysis indicates that ALRB salary savings should be not less than 10 
percent in the budget year, as opposed to the 6.9 percent included in the Gover­
nor's Budget: On this basis, salary savings should be $572,496, rather than the 
$396,387 contained in the budget, as shown in Table 3. 

Table 3 
Recommended Changes in Personal Services 
Based on Ten Percent Salary Savings Factor 

Total salaries and wages ............................................... . 
Estimated salary savings ............................................... . 

Net Totals, Salaries and Wages .............................. .. 
Staff benefits .................................................................. .. 

Proposed 
$5,724,956 
-396,387 

$5,328,569 
$1,445,525 

Total Personal Services .............................................. $6,774,094 

Analyst's Recommendations 
Amount Reduction 
$5,724,956 
-572,496 -$176,109 

$5,152,460 -$176,109 
$1,397,863 -$47,662 

$6,550,323 -$223,771 
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To reflect actual experi~mce;we recommend that the ALRB's personal services 
be reduced by $223,711. 

Operating Expenses Overbudgeted 
. We recommend a reduction of$288,989 in operating expenses to eliminate overbudgeting. 

The ALRB is requesting $2,496,699 for operating expenses and equipment in 
1981-82. As shown in Table 4, such expenditures have been overbudgeted for at' 
least three years. 

Table 4 
Agricultural Labor Relations Board 

Operating Expenses and Equipment Costs 

Budgeted Expended 

1977-78 ......................................... ; .............................. .. $2,519,500 $2,021,736 
1978-79 ................................................................. ; ...... .. 2,811,000 2,032;549 
1979-80., ........................................................................ . 2,356,114 1,871,487 

Percent Spent 

80.2% 
72.3 
79.4 

Our analysis indicates that this overbudgeting has occurred primarily because 
the ALRB has failed to relate its budget estimates to prior-year actual expendi­
tures. 

In budgeting operating expenses, state agencies traditionally apply price in­
crease factors developed by the Department of Finance, as set forth in the depart­
ment's annual price letter. Where key items, of expense are not specifically 
covered by such guidelines, the agency may increase prior-year expenses by a set 
percentage, in order to adjust these costs for inflation. The general increase was 
7 percent for 1980-81 and 1981-82. If, instead,"an agency elects to apply the specific 
price letter gUidelines to some items of expense, it is required to use a percentage 
factor of5 percent for goods and services which are not specified in the guidelines. 

An application of the general increase factor to the ALRB's 1979-80 actual 
expenditures (except as discussed below) indicates that theALRB's operating 
expenses are overbudgeted by $288,989, as shown in Table 5. 

Table 5 
Agricultural Labor Relations Board 

Recommended Reductions in Operating Expenses 

Items of Expense 
Employee Communi- Travel Board 

Fiscal year Freight Relocation cations in-state Hearings 

1977-78 .............................. $3,834 $5,542 $202,384 $581;018 $498,717 
1978-79 .............................. 5,811 4,253 165,133 535,240 345,300 
1979-80 .............................. 6,722 15,412 197,068 535;325 391,562 
19~1 (estimated) ...... 12,650 22,000 238,000 660,550 655,000 
1981-82 (proposed) ........ 13,511 23,540 255,000 709;100 698,000 
Analysts, recommenda-

tion ............................ 7,663 17,570 224,6{f8 610,271 550,(}()() 

Savings .............................. $5,848 $5,970 $30,342 $98,829 $148,00(J 

Total 
Savings 

$288,989 

Our recommendation is consistent with the Department of Finance guidelines 
except in the case of board hearings where we have assumed a higher expenditure 
level. We anticipate that more hearings will be held in 1981-82 because of the 
higher number of unfair labor practice charges filed in the last two years. Because 
of the backlog, it may take up to a year for the charges to clear the investigative 
stage and be set for hearing. 

On the basis of this analysis, we recommend that the ALRB's operating expense 
request be reduced by $288,989. 
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Item 832 from the General 
Fund Budget p. GG 43 

Requested 198~-82 ........................................................................ .. 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

$5,687,991 
4,393,732 
3,325,884 

Requested increase (excluding amount for salary 
increases) $1,2~4,259 (+29.5 percent) 

Total recommended reduction ................................................... . 

SUMMARY Of. MAJOR ISSUES AND RECOMMENDATIONS 
1. Case Processing. Recommend the Public Employment Relations 

Board (1) establish time targets and procedures for expediting its 
processing of cases and (2) include data on case processing time in 
its annual report to the Legislature. 

GENERAL PROGJlAM STATEMENT 

None 

Analysis 
page 

1513 

The Public Employment Relations Board (formerly the Educational Employ­
ment Relations Board) was established by the Educational Employment Relations 
Act (Chapter 961, Statutes of 1975) for the purpose of guaranteeing to public 
school employees the right to join employee organizations and engage in collet::­
tive . negotiations with their employers regarding salaries, wages and working 
conditions. The State Employer-Employee Relations Act (Chapter1l59, Statutes 
of 1977) an<l the Higher Education Employer-Employee Relations Act (Chapter 
744, Statutes of 1978) extend similar rights to state civil service employees and 
employees of the University of California and the California State University and 
Colleges, respectively. 

To fulfill its objectives, the board conducts the following programs: 
1. General administration: Provides budgeting, accounting, personnel and sup­

port services to the board, the general counsel and three regional offices. 
2. Board operations (includes the five-member Public Employment Relations 

Board): Establishes policy, procedures and regulations for purposes of carrying out 
the three public employment relations acts. The board also holds hearings to 
adjudicate disputes between public employees and their employers involving such 
matters as representation elections and unfair labor practice charges by employees 
or employers. 

3. Region81 oflice operations: Conducts secret-ballot elections to enable public 
employees to select representatives of their own choosing; assists the board in 
resolving other disputes involving representation issues; and arranges for media­
tion and factfinding to resolve impasses arising from contract negotiations. 

4. Gener81 Counsel: JIolds hearings for purposes of resolving unfair labor prac­
tice charges, defends the board in court cases and seeks court orders to enforce 
court decisions. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget proposes and appropriation of $5,687,991 from the General Fund for 
support of the Public Employment Relations Board (PERB) in 1980-81. This is an 
increase of $1,294,459, or 29.5 percent, over estimated current-year expenditures. 
The board's budget will increase by the amount of any salary or staff benefit 
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increase approved for the budget year. Table 1 shows the board's proposed ex~ 
penditures and personnel-years by program, in the current and budget years. 

Table 1 
Public Employment Relations Board 

Program Expenditures 

Administration (distributed to other programs) 
Personnel-years .................................................. .. 

Board operations .................................................... .. 
Personnel-years .................................................. .. 

Regional office operations .................................. .. 
Personnel-years ................................................... . 

General counsel ................. ; .................................... .. 
Personnel-years ................ ; ................................. .. 

Unallocated workload adjustments .................... .. 

Totals ..................................................................... . 
Personnel-years ................................................... . 

Estimated Proposed 
1980-81 1981-82 
($957,130) ($978,822) 

(29.5) (29.5) 
1,354,481 2,723,736 

37.2 42.2 
1,194,407 1,198,695 

30.3 30.3 
1,844,844 1,765,560 

37.8 37.8 

$4,393,732 
105.3 

(978,070) 

$5,687,991 
110.3 

Change 
Amount Percent 

($21,692) 2.3% 

1,369,255 lOLl 
5.0 

4,288 0.4 

-79,284 -4.3 

(978,070) 

$1,294,259 29.5% 
5.0 

The $1,294,259 increase proposed for the board is due primarily to (1) increased 
rental expenses reflecting termination of existing leases for office space in Los 
Angeles and Sacramento, (2) the addition of five proposed new positions at a net 
salary cost of $236,220 to implement Chapter 1088, Statutes of 1980 (SB 1860), 
which increased the board from three to five members, and (3) the proposed 
reappropriation of $978,070, which was originally appropriated by Item 375, 
Budget Act o~ 1979, for implementation of the State Employer-Employee Rela­
tionsAct (SEERA) and the Higher Educational Employer-Employee Relations 
Act (HEERA). 

Expenditure Comparisons Misleading. Comparing the board's current and 
budget-year expenditure pattern is misleading because the proposed reappropria­
tion of $978,070 is shown as a budget-year expenditure even though it may be spent 

, in th~ current year. If these expenditures are excluded, the budget request for the 
board shows an increase of $316,189, or 7.2 percent. 

The board plans to use the reappropriation to cover the costs of printing,dis­
tributing, and tabulating at least 240,000 secret election ballots to allow state em­
ployees to select employee organizations to represent them in the collective 
bargaining process. The board has established 20 separate bargaining units for civil 
service employees under SEERA, and is currently in the process of establishing 
bargaining units for the employees ofthe two college and university systems under 
HEERA. Part of the reappropriation may be used to complete work on the HE­
ERA unit determination effort. The timing of the expenditure depends largely on 
when the California State Supreme Court issues a ruling on the constitutionality 
of SEERA. The court heard arguments on the case on December 3, 1980, and its 
opinion is expected in the spring of 1981. 

Case Processing Needs to be Expedited 
1. We recommend that the Public Employment Relations Board expedite its 

processing of cases by establishing time targets For completing each phase of its 
case processing system, and report thereon to the Joint Legislative Budget,Com­
mittee by December 1, 1981. 

2. We Further recommend that PERB include case processing time inFormation 
in its annual report to the Legislature. 

Board Decisions. As shown in Table 2, PERB is inordinately slow in processing 
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cases which are appealed to theboardwhen compared to the CalifomiaAgricui­
tural Labor Relations Board (ALRB) and to similar agencies in other states that 
administer collective bargaining laws affecting public employees; . 

Table 2 
.. 1980 Case Processing in' Median Days-PERB Compared with 

Other Similar Agencies 

Unfair Labor 
Practice Cases 

California Public Employment RelatiOJ:ls Board .............................................. 591 
New Yprk State Public Employment Relations Board.................................... 172" 
Massachusetts Labor Relations Commission ....................................................... 75b 

California Agricultural Labor Relations Board ............................................ ;..... 137 

Representation 
. Cases 

.194 
54 
40b 

98 
"IncludeS a three to four month backlog. . 
b Massachusetts Labor Relations Commission officials report that these numbers reflect time targets which 

the commission currently is very close to meeting. Prior to the establishment of the targets,. represen­
tation cases required a median processing time of 65 days and unfair labor practice cases required 
127 days. " " 

For decisions issued in 1980, PERB required a median time of 1>91 days, after all 
par.ties had filed the necessary paperwork, to issue decisions on unfair labor prac" 
tice cases which were appealed to the board. This compares to median times of 
172 days for New York's board, 75 days for Massachusetts' 'Commission, and 137 days 
for the ALRB. PERB's processing time for these cases in 1980 ranged from"60 to 
833 days. 

Appealed representation cases involved a median processing time of 194 days 
for the California PERB, 54 days for New York, 40 days for Massachusetts and 98 
days for the ALRB. PERB's processing time for these cases ranged from 15 to 615 
days in 1980 . 

. Heliring Officer Decisions. PERB has not yet placed hearing dates into its 
automated management information system; Therefore, it is not possible to deter­
mine how much time it takes for hearing officers to write decisions following the 
conclusion of a hearing. The data which we gathered indicate that hearing officers 
in some cases are taking too long to issue decisions. For. example; in the case of 
decisions Which were"issued in 1980, the median time lapse between' the filing of 
an"umair labor practice charge and the hearing officer's decision was 282 days: The 
range for this time element was 7 daysin a: case where the charge Was dismissed 
and no hearing was held, to 702. days in a case where a hearing was held. New 
York's median proces~ingtime for this activity was 211 days in 1980~ 

Total Processing Time. " ." Processing delays on the part of both hearin:g officers 
andthe.board causes the resolution oflabor problems to take an inord~ate amount 
of time in. California. For example, of the thirty umair labor" practice decisions 
issued in. 1980 (excluding one representinganadmiIiistrative motion), nine cases 
involved total board processing time of more than 1,000 days eachfromthe filiIig 
ofa charg~" until the issllance of the board's. deciSion. total processing time. for 
these unfair labor practice casesrangedfr6Ih 178 days to 1;421 days.. " 

Problem not Due to Lack of Budget Resources." PERB's problems are not 
caused by a shortage of budget resources. In 1980, each of the threePERB mem­
bers was authorized three attomey positions to assist in writing· decisions. At the 

" same time, each of the five members of the ALRB was authorized twoattomeys. 
The New ),ork··StatePERB, which consistsofonefull~ti.Hle.andt'N~ part-time 
members, has a single attorney to assist with depision writing. ThethreeJull~time " 
member~ ofthe Massachusetts Labor Relations Commission.usesapooled-attorney 
concept where a total of 12 attorneys serve not only as hearing officers but also 
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defend board actions in the courts and assist the board in researching and writing 
decisions. 

On the basis of our analysis, we believe that PERB should establish realistic time 
targets and related· procedures for processing its cases. PERB. should follow the 
time-target system which was pioneered by the National Labor Relations Board, 
to the extent feasible. Mter the Massachusetts Labor Relations Commission adopt­
ed a similar system, it reduced its processing of representation cases from a median 
of 65 days to 40 days and unfair labor practice cases from a median of 127 days to 
75 days. 

We further believe that PERB's annual report to the Legislature should include 
information on the amount of time required to process cases. 

DEPARTMENT OF INDUSTRIAL RELATIONS 

Item 835 from the General 
Fund Budget p. GG 47 

Requested 1981-82 ......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

$91,685,179 
92,223,418 
74,554,570 

Requested decrease (excluding amount for salary 
increases) $538,239 (- 0.6 percent) 

Total recommended reduction ................................................... . 
Recommendation pending ...................................................... ; .... . 

$1,147,400 
113,500 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 

835-001-OO1-Departmental Support 
Ch. 1077, Statute of 1979-Departmental Sup­

port 

Fund 
General 
General 

Amount 

$71,655,179 
30,000 

B35-101-OO1-Locai Mandates 

Total 

General 20,000,000 

$91,685,179 

SUMMARY OF MAJOR ISSUES· AND RECOMMENDATIONS 
1. Workers' Compensation Adjudication. Recommend enactment of 

legislation to make workers' compensation adjudication program 
self-supporting (potential savings: up to $36.9 rilillioIiannually). 

2. OSHA Standards. Recommend legislation requiring Department 
of Industrial Relations to adopt and enforce federal standards ex­
cept in cases where such standards are inappropriate (potential 
savings: up to $1.2 million annually). 

3. Elevator and Pressure Vessel Fees. Recommend legislation mak­
ing elevator and pressure vessel inspection programs totally self­
supporting (potential savings: $2.2 million annually). 

4. Elevator and Pressure Vessel Administration. Recommend Divi­
sion of Occupational Safety and Health report on correction of 
administrative deficiencies. 

5. Bureau of Investigations. Reduce Item 835-001-001 by $263,500 and 
Item 835-001-890 by $263,500. Recommend termination because 
the bureau is not cost effective. 

6. Health Technical Development Unit. Withhold recommenda-

Analysis 
page 
1519 

1519. 

1522 

1522 

1523 

1524 
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tion, pending receipt of report from the Department of Finance. 
7.· Unlicensed Contractors Enforcement. Withholdrecom:rnertdatiort,. 1524 

pending receipt· of specified reports~ ...... . 
8. Apprenticeship Standards. Reduce Item 835-fHJl-fHJlby $883,900. 1524 

Recoinmend elimination of the new initiatives apprenticeship proc 
gram because the high cost per apprenticeship created to date 
indicates that the program is not cost effective. 

GENERAL PROGRAM STATEMENT 
The purpose of the Department of Industrial Relations is to "foster, promote and 

develop the welfare of the wage earners of California, improve their working 
conditions and advance their opportunities for profitable employment." To fulfill 
these broad objectives, the department provides services through the following 
eight programs: 

1. Administrative Supporting Services. Includes the Office of the Director. 
Provides overall policy direction; legal; public information; management analysis; 
fiscal management; personnel; training; data processing services; and consultation 
services to employers regarding compliance with the California Occupational 
Safety and Health Act (Cal~OSHA). . 

2. Self-Insurance Plans Unit. Issues certificates of self-insurance to those enter­
prises and public agencies demonstrating financial capability to compensate their 
workers fully for industrial injuries, and monitors financial transactions involving 
such injuries: 

3. Stilte Mediation and ConciliatIon Services. Investigates and mediates labor 
disputes, and arranges for the selection of boards of arbitration. 

4. Division of Industrial Accidents and the Worken' Compensation Appeals 
Board Adjudicate disputed claims for compensating workers who sufferindus­
trial injury in the course of their employment and approve rehabilitation plans for 
disabled workers. 

5. Division of Occupational SaFety and Health. Administers the California 
Occupational Safety and Health Act (Cal-OSHA) ,enforces all laws and regulations 
concerning the safety of workplaces (including mines and tunnels), and inspects 
elevators, escalators, aerial tr;uovvays, radiation equipment and pressure vessels. 

6. Division of Labor Standards EnForcement. . Enforces a total of 15 wage or­
derspromulgated by the Industrial Welfare Commission and more than 200 state 
laws relating to wages; hours and working conditions, child l~bor and the licensing 
of artists':rnanagers and farm labor contractors. 

7. Division. oFApprenticeship Standards. Promotes apprenticeship programs 
and other "on-the-job" training for apprentices and journeymen,and promotes. 
equal opportunity practices in these programs. 

8. Division oFLabor StatisticsandResearch. Gathers data regarding collective 
bargainingagree:rnents, work stoppages, union me:rnbership; and work~related 
injuries and illnesses as part of the Cal-OSHA plan for fdentifying high-hazard 
industries for irttensifiedsafety enforcement efforts. . 

pursuant to the Governor's Reorganization Plan No; lof the 1979~Olegislative 
session, the former Division of Fair Employment Practices became the Depart­
ment of Fair Employment and Housing. 

Reimbursement of Mandated Local Costs 
Under Section 2231 (a) ·Qfthe Re'Venue·andTaxation Code,· the state reimb~ises 

local governmental· agencies for increased costs imposed by state legislation enact~ 
ed after January 1, 1973. The Budget Bill (Item 835-10lcOOl) contains furtding.for 
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ten different measures which have been enacted since that time, all of which 
increase workers' compensation benefits and affect local entities as employers. 

ANALYSIS AND RECOMMENDATIONS 
The budget requests appropriations from the General Fund totaling $91,685,179, 

for the Department of Industrial Relations in 1981-82. This is$538,~9,orO.6 
percent, below estimated General Fund'expenditures for the currehtyi:lar. The 
department's expenditures will increase by the amount of any salary or staff 
benefit increase approved for the budget year. The 1981-82 General Fund request 
consists of (1) $71,655,179 (Item 835-001-001) fot support of the department, (2) 
$20,000,000 (Item 835-101-001) for legislative mandates, and (3) $30,()()(j available 

. from a prior-year appropriation. The budget propos~s a total expenditure program 
for the department of$108,636,569 including the expenditure of reimbursements 
and federal funds; This amount is $144,097 (0.1 percent) below estimated current­
year expenditures. 

Table 1 
Department of Industrial' Relations 

Budget Summary 

Fqnding. 
General Fund 

Budget Bill appropriations ..................... . 
Chapter 1077, Statutes of 1979 ............. . 

Subtotals ........................................... ; ............. . 
Reimbursements ............................................ . 
Feder8J. funds ................................................ .. 
'Totals ............................................................... .. 

Program , 
Administrative support, distributed to other 

' .. l'e~~~~:;~~~·:::::::::::::::::::::::::::::::::::::::::::::: 
Administrative support, undistributed ...... .. 

Personnel-years ............................................ .. 
Regulation of workers' compensation insur-

ance plans.: ................................................ .. 
, , Personnel-years ............................................ .. 
COhciliation of labor disputes ...................... .. 

Personnel-years ....................................... , .... .. 
Adjudication of workers' compensation dis' 

, putes ............................................................ .. 
Personnel-years .................................. ; ......... .. 

Prevention of industrial injuries and deaths 
, Personnel-years ......... ; ..... , ................. ; .......... .. 

Enforcement of la\Vs relating to wages, 
hours,artdworking conditions ... , ........ .. 

Personnel-years ................ , ............................ :. 
Apprenticeship and other. on-the-j()b train-

irig .......... , .. ; .... :; ............................................ ·; 
I'ersonilehyears ............ ; .......................... ; .. : .... .. 

Labor' force research and 'datadissemina-
. tlon ... ; .... ; ............. , ....................................... .. 

Personriel-years ............. ~ .. ,; .................... ; ...... . 
Subtotals ..... : .................. , ................................... .. 

Personnel-years· .... ; ........................................ . 
Legislative mandates ....................................... . 

Grand Totals ....................... ; ........................ .. 

Estimated 
1980-81 

$92,142,606 
80,812 

$92,223,418 
1,510,093 

15,047,245 

$108,780,756 

($5,838,649) 
(147.7) 
47,488 

1.4 

878,751 
29.0 

1,355,506 
27.9 

29,169,785 
,813.3 

34,894,268 
744.5 

15;655,772 
453.4 

4;654,848 
127.4 

2,124,338 
81.8 

$88,780,756 
2,278.7 

20,000,000 

$108;780,756 

Proposed 
1981-82 

$91,655,179 
30,000 

$91,685,179 
1,494,078' 

15,457,402 

$108,636,659 

($6,079,104) 
(151.2) 
47,488 

1.4 

915,580 
29.0 

1,445,513 
27.9 

28,796,556, 
792.8 

33,595,268 
745.5 

16,805,190 
478.4 

4,870,274 
136.4 

2,160,790 
81.8 

$88,636,659 
2,293.2 

20,000,000 

$108,636,659 

Change 
Amount Percent 

-$487,427 ...,.0.5% 
-50,812 -62.9 

~$538,239 -0.6% 
-16,015 -i.1 
410,157 2.7 

-$144,097 -0.1% 

($240,455) 4.1% 
(3.5) 

36,829 4.2 

90,007 6.7 

-::373,229 -1.3 
-20.5 

-1,299,000 -3.7 
1.0 

.1,149,418 7.3 
25.0 

215,426 4.6 
9.0 

36;452 1.7 

"':'$144,097 -0.2% 
14.5 

...,.$144,097 -0.1% 
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DEPARTMENT OF INDUSTRIAL RELATIONS-Continued 

Table 1 shows expenditures and personnel-years, by program, for the current 
and budget years. 

The prior-year appropriation, noted above, was made by Chapter 1077, Statutes 
of 1979 (AB 13(0). This measure made the Division of Occupational Safety and 
Health liable to employers for damages in cases where Cal-OSHA compliance 
officials issue citations for Cal-OSHA violations in an arbitrary and capricious 

,.manner. 
The .proposed reduction in General Fund expenditures is primarily due to (1) 

the transfer of funding for the Occupational Health Centers, which are adminis­
tered by the University of California, from the department's budget to the univerc 

sity's budget (Item 644-001-(01) and (2) a "special adjustment" reduction of 
$926,000 representing 13 unspecified vacant positions in the Division of Industrial 
Accidents. 

Federal funds decline primarily because of the termination in 1981-82 of federal 
grants for the administration of apprenticeship programs for (1) veterans and (2) 
psychiatric technicians in the Department of Developmental Services. 

Reimbursements are expected to decrease in 1981-82 mainly because certain 
contracts with the Employment Development Department (EDD) are being 
terminated. Under these contracts, the Department of Industrial Relations estab­
lished apprenticeship linkages with the federal Comprehensive Employment and 
Training Act (CETA) of 1973 and the California Worksite Education and Training 
Act (SWETA) programs. 

As shown in Table 2, these reductions are partially offset by inflationary, work­
load, ahd inerit salary adjustments, and by $1.2 million requested for new or 
expanded programs. 

Current-year revised 

Table 2 
Department of Industrial Relations 
Proposed 1980-81 Budget Changes 

(in thousands) 

General Fund ...................................................................................................................... : ............ . 
Federal funds ...................... : ............................................................................................................ . 

. Reimbursements ............................................................................................................................. . 

Total ...... ; ....................................................................................................................................... .. 

Workload and, administrative adjustments .................................................................................. .. 
Special adjustment ............................................................................................................................. . 
Transfer of funding of Occupational Health Centers (Item 644) ........................................ .. 
Merit salary adjustments ................................................................................................................... . 
Inflationary increases ................................................................................................................... ;: ... .. 
Workload changes ........................................................................................................ ~ ..................... .. 
Program changes ............................................................................................................................. , .. 

Budget-year request.. ........... : ........................................................................................................ .. 

$92,223.4 
15,047.3 
1,510.1 

$108,780.8 

-$1,232.5 
-926.0 

-2,322.5 . 
1,132.0 
1,726.7 

283.0 
1,195.2 

$108,636.7 . 

The Governor's Budget proposes a net increase of 19.5 new positions in the 
budget year, reflecting a reduction of 39.5 positions for administrative adjustments 
and 59 new positions. The new positions are proposed to (1) meet increased 
workload, (2) implement Chapter 633, Statutes of i980 (SB 545), which establishes 
a neW regUlation program for garme~t manufacturers and contractors, (3) estab­
lish a new enforcemen~ program to reduce the incidence of unlicensed coiltfac-
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tors, and (4) add 14 proposed new positions for the new initiatives apprenticeship 
program. The unlicensed-contractor"enforcement program would be financed 
with reimbursements from: the ContractorS' State License Board. This program 
and the new initiative positions are discussed later in this analysis. 

DIVISION OF INDUSTRIAL ACCIDENTS 

User Funding 
We recommend enactment of legisJationmaking the workers'compensation adjudication 

programs selF-supporting, for a potential savings to the General Fund of up to $36.9 million 
annually. 

The Governor's Budget states that the department is sponsoring legislation to 
make most of the workers' compensation programs self-supporting. Under the 
department's tentative proposal, uSer fees would be assessed against private em­
ployers to cover the cost of workers' compensation adjudication in the private 
sector. The element of the program serving public employment would continue 
to be borne by the GeneralFund~ 

If the legislation is successful, the department plans to submit a request to the 
Legislature for $4,849,207 to fund an additional 135 positions,primarily to reduce 
the backlog in the division. Thirteen of the positions would, in effect, restore the 
$926,000 "special adjustment" reduction made to the department's budget for 
1981.,..82. At the time this analysis was written, legislation to m:ake the workers' . 
compensation program self-supporting has not been introduced. 

Twenty-nine states operate their workers' compensation adjudication programs 
on a self-supporting basis, including Arizona, ,Connecticut, Florida,. Maryland, 
Montana, New York, Pennsylvania, Ohio, Oregon, and Wisconsin. These states 
generally levy an annual assessment on insurance companies and a corresponding 
charge on self-insured employers. The 1973 National Commission on State Work­
men's Compensation Laws recommended that all states adopt this method of 
financing their systems. 

The cost to the private sector of supporting the workers' compensation adjudica­
tory program would be less than. one· percent of the tobit estimated workers' 
compensation premiums paid by California employers in 1980. In 1981.,..82, the 
private sector program is expected to cost approximately '$30.5. million, iiicl~ding 
the costs of the Division of Industrial Accidents, the Workers' Cofupensation 
Appeals Board, the Uninsured Employers' Fund, the Subsequent Irijury Fund,the 
Disaster Services Workers' Fund, and the Uninsure~ Employers' Asbestos Work­
ers' program. Employers (public and private) paid an estimated $2.9 billion in 
total premium costs in 1980. In addition, private self-insured employers incurred 
an estimated equivalent premium cost of $1.5 billion in 1980. The estimate ex­
cludes equivalent premium costs to self-insured, public employers because their 
workers' compensation costs are not kriown. . 

Consistent with the recomm:endation of the national commission, we recom­
mend, as we did last year, that . legislation be enacted to make the' program self­
supporting. Enactment of such legislation would result in a General Fund savings 
of up to $36.9 million annually. 

DIVISION OFOCCUPAtldNAL SAFETY AND HE~LTH 

OSHA Standards Promulgation Pr9cfitss Needs Streamlining 
We recommend legislatiqn requiringthe Department of Industrial Relations to adopt and 

enforce federal occupational safety al1d health sivindards (in lieu of adopu.rig its oWn stand-. 
ards) except in those caSes where it can be demonstrated that suchs{ahdariis are inappropri­
lite for Califorilia, for a potential savings of lip to $1,160,200 annually ($S8O,iOO General Fund 
and $580,100 federal funds). . 
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DEPARTMENT OF INDUSTRIAL RELATIONS-Continued 

Historical Overview. The federal Occupational Safety and Health Act of 1970 
made the u.S. Department of Labor, rather than the states, responsible for admin­
istration and enforcement of occupational safety and health programs. However, 
the act permits states to adopt their own standards provided they meet minimum 
federal requirements. States are eligible to receive reimbursement for up to 50 
percent of the costs of such programs. 
, Chapter 993; Statutes of 1973, established the California Occupational Safety and 
Health program (Cal-OSHA) in the Department of Industrial Relations as a feder­
ally approved,state-administered program. The act also created the part-time, 
seven-member Occupational Safety and Health Standards Board within the de­
partment and gave it sole authority to promulgate standards for the protection of 
the safety and health of California workers. The standards board has a staff of 19.5 
personnel years to evaluate and write standards and the budget requests $1,048,277 
to support it in 1981-82. 

Cal-OSHA standards are found in Title Eight of the State Administrative Code. 
Most standards. are in a section of the code entitled "General Industry Safety 
Orders". In addition, there are sections containing standards for specialized indus­
tries such as the Construction Safety Orders, Electrical Safety Orders, Logging and 
Sawmill Orders, and Tunnel Safety Orders. Cal-OSHA standards have the force 
and effect of law, and are enforced by. the Division of Occupational Safety and 
Health. Any employer who violates a standard is subject to civil penalties of up to 
$1,000 per violation. Criminal penalties involving imprisonment and fines of up to 
$20,000 are also prescribed for willful violations which result in death or serious 
injuries to workers. 

The board relies heavily on nonstatutory advisory committees, consisting of 
interested representatives of management and labor, to review and screen stand­
ards. The standards must also be approved by the u.S. Department of Labor 
because the federal Occupational Safety and Health Act of 1970 requires all state 
standards to be "at least as effective" in providing safe and healthy places of 
employment as the federal standards. The state has six months to adopt a standard 
folloWing the adoption of a new federal standard. 

The Cal-OSHA standards have generated numerous complaints from workers, 
industrial representatives, and Cal-OSHA compliance officers. The complaints 
frequently cite (1) the poor organization and formating of Cal-OSHA standards 
(2) duplications and inconsistencies among the estimated 28,000 sections and 
subsections ,which cover approximately 3,300 pages in the California Administra­
tive Code, and (3) provisions which have little or no direct relationship to worker 
safety and health . 

. In 1977, the Legislature adopted supplemental budget language and passed 
Senate Resolution 19 which required the department to submit a work plan to 
simplify the standards. The department was directed to (1) improve the organiza­
tionand format of Title Eight of the State Administrative Code, (2) remove 
inconsistencies, and (3) eliminate standards which do not relate directly to worker 
safety arid health. Accordingly, the department submitted a work plan; It indicat­
ed that 87.5 personnel-years would be required to revise the standards in order to 
comply with legislative directives. The administration has not requested addition­
al staffing to complete the project. Instead, staffing of the standards board has been 
reduced from 24.7 personnel~years in 1979-80 to 11.7 personnel-years in 1980-81. 
.. Although the department drafted proposals for simplifying ladder and access~to­
work-space standards, both were e~entually rejected by advisory committees. 
Following the. direction of the federal government, however, the standards board 
has eliininatedseveral hundred standards which had little or no relation to worker 
safety or health. 
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Practices in OtherStates. Of the 21 states which currently administer OSHA 
programs, only six promulgate their own standards. The remainder adopt and 
enforce federal standards. 

New Policy Considerations. Several recent developments have again brought 
into questions the appropriateness of current state policy to promulgate its own 
OSHA standards. 

1. More Rigorous Federal Contro/. In the early days of the Cal-OSHA pro­
gram, federal officials required state standards to be "as effective as" federal 
standards. The state was free to adopt more stringent standards without having to 
provide justification. Federal officials now, however, require justification for any 
deviation from the federal standards and, in practice, allow for very little deviation 
from federal health standards. . 

2. Office of Administrative Law Review. Chapter 567, Statutes of 1979 (AB 
1111), imposes more stringent requirements on those state agencies which pro­
mulgate rules and regulations. The measure requires the promulgating agency to 
provide detailed justification and cost estimates for new. rules and regulations. 
However, agencies which adopt federal regulations without modification are ex­
empted from' some' of the justification requirements. 

The act gives the state Office of Administrative Law the power to disapprove 
rules and regulations which do not meet the requirements of the measure, It also 
requires state agencies to review completely all existing rules and regulations 
within specified time periods. The standards board has estimated that implemen­
tation of Chapter 567 would result in the need to add 27 new positions at a cost 
of more than $1.0 million annually. 

A total of $290,000 (50 percent General Fund and 50 percent federal funds) was 
appropriated by the Budget Act of 1980 for nine new positions to help the stand­
ards board comply with AB 1111. However, because the board has not received 
the required federal matching funds, it has been able to fill only' four of the 
positions.. . 

3. Mandated Local Program Costs. The standards board has used a disclaimer 
to avoid reimbursing local governmental agencies for their costs of complying with 
Cal-OSHA standards on the basis that the standards merely implement federal 
laws and regulations. Recently, however, the state Board of Control established a 
precedent by approving reimbursement for Cal-OSHA standards relating to firec 
fighter equipment. If the effect of this decision is to require state reimbursement 
of all local expenses imposed by the OSHA program on the basis that such costs 
result from state requirements, the cost of other possible Cal-OSHA related claims 
is potentially large. To date, the Legislature has not been asked to fund the claim 
approved by the Board of Control. 

In the past, the Legislature could easily avoid reimbursing local governments for 
the costs incurred under a state mandated program because the requirement that 
it do so was merely. statutory, and thus subject to revision through legislative 
action. With the passage of Proposition 4 on the November 1979 ballot, however, 
the obligation to reimburse local governments for state-mandated costs became 
part of the State Constitution. Thus, it may be difficult to avoid rembursing local 
governments for any Cal-OSHA standard adopted after July 1, 1980. 

Our anaIysisinrucates that it is not cost effective-and potentially very costly­
for the state to promulgate its own OHSA-standards in all cases. An equally­
effective alternative for protecting worker safety is for the state to adopt automati­
cally, within a speCified period of time, the federal standards unless a party who 
would be adversely affected by the standard fil~s a timely objection. Meritorious 
objections could trigger public hearings by the standards board to determine If the 
standard needs to be modified for California. . . 

Based on this analysis, we recommend legislation requiringthe Departnient of 
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Industrial Relations to adopt and enforce federal OSHA standards, except in those 
cases where it is demonstrated that such standards areinappropriate for Califor­
nia. This legislation could result in savings of up to $580,100 annually from the 
General Fund and an equal amount in federal funds, depending on the extent to 
which California promulgates its own standards . 

. Elevator and Pressure Vessel Inspection Fees 
We recommend that legislation be enacted to (1) eliminate the practice of specifying in 

law maximum inspecb'on rates for the pressure vessel and elevator inspection programs, (2) 
require the Department of Industrial Relations to establish inspection fees to make the 
programs totally self-supporting, (3) eliminate the requirement that the state inspect escala­
tors and dumbwaiters on a routine basis, and (4) provide a late payment penaltyof20percent 
for the inspection of pressure vessel and elevator-related devices.· Such legislation would 
result in a General Fund savings of $2.2 million annually. 

The Division of Occupational Safety aDd Health currently inspects pressure 
vessels, elevators, escalators, dumbwaiters, amusement rides; and other related 
devices. The cost of these inspection activities will be $5.3 million in the budget 
year. ~ressure vessels include such things as pressurized air tanks, liquid petro­
leum gas tanks, and boilers of various types. Chapter 531, Statutes of 1980 (AB761), 
increased the maximum fee to $35 per hour for the inspection of pressure vessels 
and to $50 per hour for elevator-related devices. Owners of these devices will pay 
fees totaling about $3.1 million per year. 

Our analysis indicates that (1) the programs have required substantial subsidies 
from the General Fund over the years, despite language in the Labor Code requir­
ing them to be self-supporting, (2) th~re is noanalyticalbasisfor setting different 
maximum rates for the inspection of pressure vessel and elevator-related devices, 
(3) devices such as escalators.and dumbwaiters need not be inspected on a routine 
basis, (4) the current penalty of 100 percent for the late payment of pressure vessel 
inspection fees is excessive, and (5) a penalty should be levied for the late payment 
of fees for the inspection of elevator-related devices. (For a more detailed discus­
sion of these issues, see our report entitled The Inspection of Pressure Vessels and 
Elevators: A Report and Recommendations.on the Need for and Cost-Effective­
ness of the Pressure . Vessel and Elevator Inspection Functions of the California 
Department of Industrial Relations. Report Number 80-10.) 

Based on this analysis, we recominend that legislation. be .enacted to elirriinate 
the need for a General Fund subsidy of approximately $2.2 million annually for the 
pressure vessel and elevator inspection programs. 

Management Improvement Needed 
We recommend that the Division of Occupational Safety and Health report to the Joint 

Legislative Budget Committee by December 1, 1981,·on its progress in correcting administra­
tive deficiencies identified in our 1980 report regarding the programs for the inspection of 

. pressure vessels and elevators. . 

Our analysis of the pressure vessel and elevator inspection programs identified 
several administrative problems. First, the division cannot begin recovering full 
inspection costs until it corrects defects in its management information systems. 
For example, its current systems do not identify the amounfof time spent by safety 
inspectors on all dements of the inspection programS-:-such as the amount of 
travel and· other overhead time that should be allocated to the inspection of 
specific devices. . .. 

Secorid, our analysis indicated that the division used antiquated procedures for 
issuing inspection permits and for collecting inspection· fees. For example, for 
purposes of billing for an inspection fee, the division was using form letters which 
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it typed in full each time rather than using modern word· processing or coinputer 
equipment. Third, the division was using safety inspectors for collecting delin­
quent elevator inspection fees, rather than using less costlyproceduI'es or person-
n~ . 

. B~ca~se correction of these deficiencies could reduce program costs and permit 
a GEmeral Fund savings, we recommend that the division report to the Joint 
Legislative Budget Committee by December 1, 1981, regarding its progress . in 
correcting the administrative problems which are identified in our report.on the 
pressure vessel and elevatorinspecti()n programs. 

Bure.au of Investigation . 
Werecommeild termination of the' Bureau of Investigation on' the basis· that it is not 

cost-eFFective in promoting worker saFetY, For General Fund savings of $263,500 (Item 835-
OOJ-(){)l) and an equal amount in Federal Funds (Item 835-001~). 

The Bureau of Investigation was established by Chapter 993, Statl,ltes of 1973, to 
assist local prosecuting attorneys in preparing cases against employers who com~ 
mit crimirial violations of Cal-OSHA laws and regulations. Unlike federal OSHA, 
California law makes every "employer and every officer, management official, or 
supervisor having direction, management, control or custody" of places of employ­
ment guilty of a misdemeanor and subject to a fine· of up to $5,000 and a jail 
sentence of up to six months when he or she: 

1. Knowingly or negligently violates any Cal~OSHA regulation; 
2. Repeatedly violates Cal~OSHA regulations; and . 
3. Fails or refuses to comply with orders of the division to correct unsafe 

conditions. 
In addition, employers, management officials, and supervisors can be sentenced 

to up to six months in jail and fined up to $10,000 in cases where a violation of a 
Cal-OSHA standard causes the death or prolonged physical impairment to a 
worker. The penalties are doubled for subsequent convictions. 

Fodhe budget year, the bureau is requesting approximately $527,000 ($263,500 
from the General Fund and an equal amount in federal funds) and a staff of 12.75 
personnel~years. 

In 1980, the bureau's seven investigators investigated a total of 220 cases, includ­
ing 190 fatalities. Of these, eight cases were referred to prosecuting attorneys. One 
case was dismissed; three resulted in convictions; and four are awaiting trial. In 
1979, 22. cases were referred to prosecuting attorneys. Eight of these cases were 
rejected by the. prosecuting attorneys or dismissal by the courts; eight resulted in 
guilty pleas; two resulted in conviction by juries; and the remaining cases were 
pending as of June 3, 1980 (the date of the bureau's last report for 1979). 

The 1979 and 1980 cases which resulted in guilty pleas or guilty verdicts resulted 
in average fines of $575 and probation of 13 months. Noactualjail sentences were 
imposed. 
. In view of the small number of guilty pleas or convictions and the relatively mild 
penalties assessed against the guilty parties in 1979 and 1980, this program does not 
appear to be cost-effective. Based on the bureau's own report on its 1979 prosecu­
tions, the bureau spent more' than $4,000 for each month of probation assessed 
against violators or $128 for each $1 in fines levied against employers. Unless the 
bureau can demonstr.atethat it is able to greatly improve its performance, it should 
be terminated for a' savings of $263,500 both to the General Fund and in federal 
~& .. 
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Health Technical Development Unit 
We withhold recommendation on the Health TechnicalDevelopment Unit in the Division 

of Occupational Safety and Health, pending reCeipt of a report from the I)epartment of 
Finance. 

The Governor's Budget requests $228,000 for the Health Technical Develop­
ment Unit within the Division of Occupational Safety and Health, which assists in 
the development of occupational health standards. Last year, we recommended 
deletion of funding for the new unit because our analysis indicated that it would 
duplicate work of the Occupational Health Research and Development Section in 
the Department of Health Services. The Legislature approved the new unit and 
directed the Department of Finance, through supplemental budget language, to 
ensure that any duplication between the two units is eliminated and toreport to 
the Joint Legislative Budget Committee by December 1, 1980. The department 
has not yet issued the required report. We therefore withhold rticommendation 
on the request for the Health Technical Development Unit, pending receipt of the 
report. 

DIVISION OF· LABOR STANDARDS ENFORCEMENT 

Unlicensed Contractors Enforcement 
We withhold recommendation on the proposed unlicensed contractors enforcement pro­

gram, pending receipt and review of specified reports. 

The Division of Labor Standards Enforcement proposes a 1981~2 expenditure 
of $471,374£or 15 new positions to aSsist the Contractors'State License Board in 
prosecuting contractors who operate unlawfully without licenses. The program is 
also designed to prosecute such contractors who make payroll payments In cash 
to avoid payment of payroll taxes and employee benefits, such as .union pension 
contributions. The program would be funded by reimbursements from the Con­
tractors' State License Board. 

In past years, the Contractors' State License Board. has experienced serious 
backlog problems. Last year, the Legislature adopted supplemental budget·lan­
guagerequiring the board to submit specified reports for review by the Depart­
ment of Finance and the Joint Legislative Budget Committee. We withhold 
recommendation regarding the board's entire budget pending receipt and review 
of these reports. Consistent with this action, we withhold recommendation on the 
15 proposed new positions for the unlicensed contractors enforcement program. 
(See our analysis of Item 123-018-735.) 

DIVISION .OF APPRENTICESHIP STANDARDS 

New Initiative Program Faltering .. 
We recommend elimination of the new initiatives program in the Division ofApprel1tice­

ship Standards because the high cost per apprentice createel to date indiciitesthat .the 
program is not cost-effective, for a GeneraJ.Fund savings of $883,900 (Item. 835:.oQl-00l). 

The budget requests $883,900 from the General Fund for 26.6 personnel years 
to enable the Division of Apprenticeship Standards to exteJ;ld the/apprenticeship 
program to nontraditional occupational fields such as health care, government, 
electronics, and manufacturing. The purpose of the program is to upgrade the 
skills of California's workforce as well as provide training opportunities for 
economically disadvantaged individuals. An apprenticeship program which com" 
bines classroom and on-the-job training gives such individuals the opportunity for 
meaningful employment while they learn new skills. Most training costs are borne 
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by theeniployer and the state community colleges. 
Thenew.inltiatives program is carried out in several steps. First, the program's 

research unit identifies occupations experiencing skill shortages where an appren­
ticeship program might be applicable. Next apprenticeship consultants, working 
with industrial representatives, develop tentative prototype apprenticeship pro­
grams. for the occupations. These tentative programs are sent to consultants 
throughout the state who make promotional calls on various employers to sell or 
"market" the new· apprenticeship proposals. Finally, the field consultants assist 
employers who agree to adopt the programs to refine and tailor the programs to 
meet the specific needs of the employees and industry. 

The $883,900 consists of four components: 
1. $76,500 for two research analyst positions initially approved by the Legisla­

ture in 1976-77 to begin exploring the extention of the apprenticeship pro­
gram to new occupational fields. 

2. $301,915 for 8.9 personnel-years, which was approved by the Legislature in 
1978-79 to establish a new program for extending the apprenticeship program 
into .new occupational fields. 

3. A redirection of $68,151 for 1.7 personnel-years from other apprenticeship 
programs to support the new initiatives program. 

4. A proposed 1981-82 augmentation of $437,334 for 14 new positions "to pro­
mote, develop, and implement the new programs." 

The 1978-79 Governor's Budget proposed an augmentation of $1.0 million to 
commence the new initiatives program. The division's goal was to create 15,000 
additional apprentices in 1978-79 and 100,000 on a long-term basis. 

Even though the Legislature approved two research positions in 1976-77 to 
allow the division to explore the feasibility of extending the apprenticeship pro­
gram to new nontraditional areas, the division had not developed a suitable work 
plan for the use of the proposed funds by 1978-79. It did not have a proposed 
budget or an organization or staffing proposal; nor could it demonstrate how the 
new apprenticeship positions would be created or how this training would relate 
to other training programs. Because of these problems, the Legislature appropriat­
ed $250;000 in 1978-79 rather than the $1.0 million which was requested by the 
Governor. These funds· were eventually used to add 8.9 personnel-years to the 
division's staff. Continuation of these positions will cost about $281,000 in the 
current year and $301,915 in 1981-82. 
"lithe division could realistically expect to establish 15,000 new apprentices in 

1978-79 with $1.0 million, it is not unreasonable to expect it to have established at 
leasfS,OOOnew openings by January 1, 1980, and 10,000 by January 1, 1981, based 
on the reduced level of funding. Mter 30 months of funding, however, the division 
reports the establishment of only 137 new programs, 981 currently registered 
apprentices, and 504 trainees in new nontraditional occupations through the pro­
gram. 

The division has spent approximately $1.1 million from the General Fund and 
$1.2 million in federal funds since 1976 to extend the apprenticeship program to 
new, nontraditional areas. This corresponds to a cost of approximately $16,750 for 
each of the 137 newly developed programs or $1,540 for each currently registered 
apprentice or trainee. 

Given the high cost of the program and the low number of apprenticeships 
created to date, this program does not appear to be cost-effective. Therefore, we 

. recommend that the new initiatives program be deleted, for a General Fund 
savirlgs of $883,900. 
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DEPARTMENT OF INDUSTRIAL RELATIONS-CAPITAL 
OUTLAY 

Item 835 from the General 
Fund, Special Account for 
Capital Outlay Budget p. GG63 

Requested 1981-82 ......................................................................... . 
Recommended approval ............................................................... . 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

$80,650 
80,650 

The budget contains $80,650 for minor capital outlay projects ($100,000 or less 
per project) for the Department of Industrial Relations. Table 1 summarizes the 
department's request. 

Location/Project 

Table 1 
Department of Industrial Relations 

Minor Capital Outlay 1981-32 

1. Long Beach--office alterations ..................................................................................................... . 
2. Oakland state building--office alterations .....•............................................................................ 
3. San Francisco building--{)omputer terminals ........................................................................... . 
4. DiVision of Industrial Acciden~omputer terminals ........................................................... . 
5. Oakland state building--{)omputer terminals ........................................................................... . 
6. Bakersfield/Eureka--{)omputer terminals ................................................................................. . 
7. SacramentO--{)omputer terminals ............................................................................................... . 
8. Labor standards enforcement--{)ase tracking system ............................................................. . 

Total ................................................................................................................................................. . 

Budget 
Bill 

Amount 
$3,900 
2,350 
2,000 

37,000 
2,000 
2,800 

600 
30,000 

$80,650 

Two projects at Long Beach and Oakland totaling $6,250 would provide im­
provements for better space utilization and improved security at district offices. 
The remaining six projects, totaling $74,400, would provide funds to make 
proposed data processing equipment operable. Installation of new computer ter­
minals and related equipment in these locations will require minor modification 
of electrical systems and office space. The proposed projects and associated cOlits 
are· reasonable . and we recommend approval. 
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UNINSURED EMPLOYERS"FUND-

Item 844 from the General 
Fund Budget p.GG 67 

Requested"1981~2 ............................................ :............................. $4,210,578 
Estimated·1980-81 .............. · ..................................... ; ...................... .. 
Actual 1979-80 ................................................................................. . 

Requested increase $4,210,578 . 
Tot.al .. ,x:ecommended reduction .......................................... ~ ....... :. None 

GENERAL PROGRAM STATEMENT 
The Uninsured Employers' Funq. was established by Chapter 1598, Statutes of 

1971, for the purpose of providing workers' compensation benefits to employees 
for work-related injuries in cases where the employer fails to provide compensa­
tion. Theprograro, which is administered and enforced by the Department of 
Industrial Relations, was originally intended to be financed by penalties and recov­
eries of awards. from uninsuredemployersi' However ; experience has demonstrat­
ed that substantial support from the General FUnd is required to .keep the program 
solvent. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget.proposes an appropriation of$4,210,578 from the General Fund for 
transfer to the Uninsured Employers' Fund. No General Fund augmentation has 
beeIi'oecessary since 1978-79 when Item 359, Budget Act·of 1978, appropriated 
$~,090,202for transfer to the fund.· The 1978 General Fund augmentation; together 
with penalties and. recoveries of awards, has given the Uninsured Employers' Fimd 
suffiGient resources to fund the program through 1980-81. Table 1 shows funding 
sources and proposed. expenditUres' for the program. 

Table 1 
Uninsured Employers' .Fund 

Budget Summary 

Estimated ProJXis.ed 
1980:-81 1981-82 

Funding 
Beginning surplus .................................... $3,869,577 . 
Appropriation (Item 844) ...................... . , .. 
Penalties and rec()veries ........................ 852,945 .' 

Totals ......................................................... ,.. $4,722,522 
Expeiulitures .............................. ,............... $4,530;000 
Ending surplus .......................................... $192,522 

$192,522 
4,210,578 
1,096,900 

$5,500,000· 
$5,500,000 

"Change 
Amount Percent 

- $3,677,055 
4,210,578 

243,955 

$777,478 
$970,000 

-$192,522 

-'95.0% 

28.6 
16.5% 
21.4% 

-100.0% 

The 2104 perceritfucrease in proposed expenditures reflects recent statutory 
increases in workers' compensation benefits and a growing number of cases which 
involve continuing payments. Many workers' compensation benefits involve pay­
ments to recipients for several years .. For example, permanent total· disability 
benefits involve payments ofuptb $175 per week for the remainder of the injured 
worker's life. Permanent partial disability benefits may result in payments of up 
to $70 per week for up to 11 years. Death benefits frequently extend over a period 
of up to eight years; Therefor~, the costs ofthis program will increase annually as 
cases which involve con tinning payments accumulate. The number of such cases 
increased from 61 onJuly 1, 1979, to 118 on> November 30, 1980. 
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UNINSURED EMPLOYERS' FUND-Continued 

WORKERS' COMPENSATION BENEFITS FOR 
SUBSEQUENT INJURIES 

. Item 845 

Item 845 from the General 
Fund Budget p. GG 65 

Requested 1981--82 ......................................................................... . 
Estimated· 1980,..81 ..... ; .......................... ; ..... · ..................................... . 
Actual 1979--80 ................................................................................ .. 

. Requested increase $345,000 (+14.4 percent) 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$2,745,000 
2,400,000 
2,218,212 

None 

Existing law provides that when aworker with a preexisting permanent disabili­
ty or impairment sUffers a subsequent industrial injury resUlting in a combined 
perqlanent disability of 70 percent or more, the employer is responsible only for 
that degree of permanent disability arising from the subsequent injury. The bal­
ance of the disability benefit obligation is assumed by the state. The purpose of this 
program is to provide an incentive for employers to hire persons who have a 
permanent (but partial) disability or impairment. 

The· cost of this program is paid by an annual budget appropriation and by 
rev~nue from Chapter 1334, Statutes of 1972 (as amended by Chapter 12, Statutes 
of 1973), which implemented a constitutional amendment enacted in 1972. This 
legislation· requires an employer or his insurance carrier to pay to the state; in a 
lump sum, workers' compensation benefits whenever a worker dies leaving no 
surviving heirs. These payments are collected by the Department of Industrial 
Eelations, placed in the General Fund and used to offset the cost of the subsequent 
injury program. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The budget proposes an appropriation of $2,745,000 from the General Fund for 
the workers' compensation benefits for the subsequent injuries program in 1981-
82. This is art increaSe of $345,000, or 14.4 percent over estimated current-year 
expenditures. The increase is due primarily to increases in workers' compensation 
benefits. Table 1 shows funding sources for the program, as well as proposed 
expenditures for benefits and administrative and legal costs. 
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Table 1 
Workers' Compensation Benefits for Subsequent Injuries 

Budget Summary 

Actual ESliinated Proposed Change 
Funding 
General Fund appropriation (Item 845) 
Chapter 1334, Statutes of 1972, (death 

1979-80 1980-81 .. 1981-82 
$2,218,212 $2,400,000 $2,745,000 

Amount Percent 
$345,000 14.4% 

payments) .......................................... .. 2,313,438 2,200,000 2,200,000 

Totals ................................ , ....................... .. $4,~1,650 $4,600,000 $4,945,000 $345,000 . 7.5% 

Program 
Benefit payments ...................................... .. $3,721,835 $3,625,000 $3,900,000 $275,000 7.6% 
State Compensation Insurance Fund 

service charges ................................... .. 156,804 175,000 195,000 20,000 11.4 
Attorney General services ...................... .. 653,011 800,000 850,000 50,000 6.3 

Totals ......................................................... . .$4,531,650 $4,600,QOO $4,945,000 $345,000 7.5% 

Program Needs Major Revision. In past ye~.rs, we recommended major revi­
sions in this program aimed at simplifying .its administration, providing for reim­
bursement to employers rather than direct payments to employees, and 
eliminating the "waiting period" for benefits. (For a more complete discussion of 
our analysis and recommendations, see Analysis of the Budget Bill of the State of 
California for the Fiscal Year 1979-80, pages 1248-1259.) We still believe that these 
revisions are desirable. 

We understand that both houses of the Legislature are considering major revi­
sions in workers' compensation. permanent partial disability benefits.· Any such 
changes could have a substanti:u impact on the subsequent injury program. Our 
recommendations for revising this program should not be cQqsidered independ­
ently of any change which the Legislature may· make in tJ:te permanent partial 
disability benefit structure. 

WORKERS'· COMPENSATION BENEFITS FOil DISASTER 

WORKERS 

Item 846 from the General 
Fund Budget p. GG 65 .. 

Requested 1981-82 ..•.......... , ........................................................... . 
Estimated 1980-81 .............................................. , ...... , ... " .. ~ .. : ....... : . .' ...... . 
Actual 1979-8Q ............................................................................ :~ ... . 

Requested increase $11,250 (+ 4.8 percent)· .. 
Total recommenqed reduction ................................................... . 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

$24:7,500 
23(),250 
191,809 

None 

This item provides $247,500 for the payment of workers' compensation benefits 
to volunteer personnel (or their dependents) who are injured or killed while 
providing community disaster services. This amount is $11,250, or 4.8 percent, 
more than the estimated current year expenditure. The total amount of compensa­
tion paid fluctuates with the volume of both training exercises and actual emer­
gencies such as fires, floods or earthquakes. Past experience indicates that cost 
estimates prepared by the State Compensation InsJ.lr~nce Fund, which adminis­
ters the program, have been realistic. 
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BOARD OF CHIROPRACTIC EXAMINERS 

Item 850 from the Board of 
Chiropractic Examiners Fund Budgetp .. GG 69 

Requested 1981--82 .......................................................................... . 
Estimated 198();....81 .. · ......................................................................... . 
Actual 1979--80 .; ........................................................................... ; ... . 

Requested increase (excluding amount for salary 
increases) $13,266 (+3.4 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Facilities Rent. Reduce Item 850-001-152 by $1;950. Recommend 

reduction to eliminate overbudgeting of facil}ty rental charges. We 
further recommend that the Department of Finance (1) report at 
the budget hearings on the level of investigative activities to be 
undertaken by the board, and (2) propose such budget changes as 
are necessary to fund these activities. 

GENERAL PROGRAM STATEMENT 

$405,613 
392;347 
365,534 

$1,95D 

Analysis 
page 

1530 

The seven-member Board of Chiropractic Examiners, established,by initiative 
in 1922, is responsible for protecting the users of chiropractic services by assuring 
adequate training and minimum performance standards for chiropractors practic­
ing in California. The board seeks to accomplish its goals through licensing, con­
tinuing education, and enforcement of the Chiropractic Act. 

The board is an independent agency directly supervised by the Governor's 
Office. Its authorized staff consists of one executive secrefary, three clerical posi­
tions, one investigator, and part-time temporary help. Data processing is provided 
by the Department of Consumer Affairs under contract. All other support services 
are provided by the Department of General Services. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $405,613 from the Board of Chiroprac­

tic Examiners' Fund for support of the board in 1981-82. This is $13,266, or 3.4 
percent above estimated current-year expenditures. This amount will increase by 
the amount of any salary or staff benefit increase approved for the budget year. 
The increase of$13,266 includes a $4,245 increase for Attorney General services 
and rising operating expenses. 

Budget Incomplete 
We recommend a reduction of$1,950 because of (Jverbudgeted facilities oPerati(ms {rent}. 

We further recommend that the Department of Finance report at the budget hearings. on 
the level of Funding required for the board's enforcement program. 

The Board of Chiropractic Examiners occupies leased office space. On July 1, 
1979, the board negotiated afive-year lease for its office space at the rate of $570 
per month ($6,840 per year). This monthly rate will remain fixed through June 30, 
1984. The budget proposes expenditures of $8,790 for rent in 1981-82. At one time, 
the board anticipated incurring additional annual rental charges of $1,070 to house 
a new investigator position. This position, however, has not been filled and the 
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board is planning to use the services of the Division oflnvestigation in the Depart­
ment of Consumer Affairs rather than hire its own investigator. Therefore, these 
additional rental funds, which are included in the Governor's Budget, are not 
needed and should be deleted, for a savings of $1,950. 

When the Legislature authorized the board to hire its own investigator and 
discontinue its contract for investigative services with the Department of Con­
sumer Affairs, annual savings of approximately $12,408 were anticipated, based on 
the $73,039 the board paid to the division for investigative services in 1979--80. The 
board, however, has not filled this new position because it determined that having 
a single investigator was not feasible. The board is now planning to renegotiate a 
contract for investigative services with the Department of Consumer Affairs. 
Consequently, we are unable to determine the appropriate funding level for the 
investigative program for the budget year. We recommend, therefore, that the 
Department of Finance review this matter and report at the budget hearings on 
the level of investigative activities to be undertaken by the board and make such 
revisions in the Governor's Budget as are necessary to fund these activities. 

BOARD OF OSTEOPATHIC EXAMINERS 

Item 851 from the Contingency 
Fund of the Board of 
Osteopathic Examiners Budget p. GG 71 

Requested 1981--82 ......................................................................... . 
Estimated 19~1 ........ ; .................................................................... . 
Actual 1979--80 ....... ; ......................................................................... . 

Requested increase ( excluding amount for salary 
increases) $30,876 (+ 13.9 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Fund Deficit. Recommend that the Board of Osteopathic Exam­

iners present a plan during budget hearings to resolve its deficit 
fund condition. 

2. ExpandetJ Enforcement Program. Reduce Item tJ51by $34;338. 
Recommend deletion of funds because of fund deficit condition. 

3. Underbudgeted Expenditure Needs. Recommend that Depart­
ment of Finance report during budget hearings on potential under­
budgeting of rental facilities. 

GENERAL PROGRAM STATEMENT 

$253,148 
222,272 
241,710 

$34,338 

Analysis 
page 

1532 

1533 

1533 

The five-member Board of Osteopathic Examiners was established by initiative 
in 1922 for the purpose of regulating the practice of osteopathy. The board licenses 
osteopaths through an examination process, and takes appropriate disciplinary 
action for violations 6f laws, rules or regulations. The board's office is in Sacra­
inento and is staffed by one executive secretary, two clerical positions, and an 
attorney. Support services are provided by the Department of General Services. 
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BOARD OF OSTEOPATHIC EXAMINERS-Continued 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $253,148 from the Contingent Fund of 

the Board of Osteopathic Examiners for support of the board in 1981-82. This is 
an increase of $30,876, or 13.9 percent, above estimated current-year expenditures. 
This amount will increase by the amount of any salary or staff benefit increase 
approved for the budget year. 

The proposed budget includes $34,338 to increase permanently the half~time 
legal counsel position to full-time and provide half-time legal clerical support. The 
legal counsel position has already been administratively converted, from a half to 
full-time position, effective January 1, 1981. 

Fund Deficit Continues 
We recommend that the Board of Osteopathic Examiners report during the budget hear­

ings on steps to be taken to resolve its deficit fund condition. 

The Board of Osteopathic Examiners is supported by revenue generated from 
license fees, fines, penalties and interest earned from the Pooled Money Invest­
ment Fund. These revenues are deposited in the Board of Osteopathic Examiners 
Contingent Fund. Approximately 85 percent of the board's revenue is derived 
from license renewal fees, which are collected annually in January and February. 
Based on this revenue pattern, the board must maintain a minimum June 30 
surplus equal to six months' operating expenses in order to cover program ex­
penses incurred between July and December, before the annual license renewal 
revenue is received. 

For several years, the board's expenditures have exceeded its revenue. At the 
beginning of the current year, the board had an unexpended fund balance of 
$15,688, an amount clearly insufficient to support its activities for the first half of 
the current year. Therefore, the board sought and received a $180,000 short-term 
General Fund loan to relieve the cash flow problem. 

The Governor's Budget projects that the board's fund will have a surplus of 
$23,691 at the close of the current year, and $36,317 at the close of 1981-82, amounts 
which, again, are insufficient to cover six-months operating costs. Moreover, our 
analysis of the board's fund condition indicates that these amounts, in fact, are 
overstated. 

The General Fund loan agreement requires that the board repay $180,000, plus 
"interest payable at the rate earned by the Pooled Money Investment Fund", on 
or before March 1, 1981. Information provided by the Department of Finance 
indicates that the interest due will be approximately $14,300 if the loan is repaid 
on March 1, 1981. This amount is not reflected in the budget. Noris an additional 
$4,281 expenditure in the current year made pursuant to Chapter 192, Statutes of 
1979 (SB 91-lump-sum pay increase for state employees). 

Although annual revenues currently exceed annual expenditures, the fund bal­
ance is so small that it will be several years before the board is able to finance fully 
its activities unless there is a substantial increase in revenues or decrease in ex-
penditures. . 

The license renewal fee is presently set at$200, which is the statutory maximum 
permitted under current law. Legislation raising the statutory maximum would 
have to be enacted in order for the board to increase this fee. However, the board 
has indicated· a reluctance to raise the license renewal fee. Instead, it plans to 
initiate disciplinary penalty fines ranging from $10 to $10,000 effective April 1981. 
The additional revenue to be generated by this action is unknown. We are not 
aware of any further plans the board may have. 

Despite its fiscal difficulties, the board has demonstrated a reluctance to reduce 
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expenditures. In fact, the· board received administrative authority to increase 
'Current-year expenditures above the level authorized by th~ Legislature, and is 
requesting a further increase for the budget year. 

Our review of the projected revenue and expenditure patterns, as well as the 
board's apparent reluctance to increase fees or requce expenditures, indicates that 
the deficit fund condition is likely to continue, requiring further loans from the 
General Fund at a time when General Fund revenues are extremely scarce. 
Accordingly, we recommend that the board develop and present at the budget 
hearings a proposed plan of action to resolve its deficit fund condition. 

Funds Not Available for Expanded Enforcement Program 
We recommend deletion of the funds requested for an expansion of enforcement activities, 

for a savings of $34,338 to the Board of Osteopathic Examiners Contingent Fund (Item 851). 

The Board of Osteopathic Examiners is requesting an increase of $34,338 to 
expand its enforcement program in 1981-82 by converting an existing legal counsel 
position from half-time to full-time and by adding a half-time legal steno position. 
The legal counsel position has already been administratively converted from half-
to full-time, effective January 1, 1981. . . 

The $34,338 requested for these changes covers salaries and wages, but does not 
include benefits. Funding for the benefits associated With these positions was 
inadvertently left out of the board's proposal and the Governor's Budget. The cost 
of benefits for these positions will approximate. $7,270, bringing the total cost of the 
proposed program expansion to $41,608. 

In view of the board's low and possibly deficit fund condition, we do not believe 
discretionary increases in the board's expenditures are appropriate. Accordingly, 
we recommend that funding for expanded enforcement activities be deleted, for 
a sayings of $34,338 to the Board of Osteopathic Examiners Contingent Fund. In 
the event legislation is enacted to raise the maximum renewal fee from the present 
$200, and thus eliminate the board's funding problem, support for expanded en­
forcement activities could be included in this legislation .. 

Board Underbudgeted 
We recommend that the Department of Finance report, during the budget hearings, on 

a potential rental funding defiCiency in the Osteopathic Board's budget. 

On January 1,1981, the board negotiated a five-year lease for its office space at 
a rate of $780per month, or $9,360 per year.The budget, however, provides only 
$7,550 for the 1981-82 rental cost, which is $1,810 less than the board will need. 

In view of the board's funding difficulties, we recommend that the Department 
of Finance identify, during the budget hearings, the funding source that will be 
used to cover the additional $1,810. 
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BOARD OF PILOT COMMISSIONERS FOR THE BAYS OF SAN 
FRANCISCO, SAN PABLO AND SUISUN 

Item 853 from the Board of 
Pilot Commissioners' Special 
Fund Budget p. GG 73 

Requested 1981-82 .................................................................. , ........ . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 .............................................................•..................•. 

Requested decrease (excluding, amount for salary 
increases) $1,599 (-2.5 percent) 

Total recommended reduction ............... ; ................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Pattern of Overbudgeting. Reduce Item 853 by $9,430. Recom­

mend overall budget reduction to compensate for a consistent pat­
tern of overbudgeting in the past. 

GENERAL PROGRAM STATEMENT 

$61,629 
63,228 
43,532 

$9,430 

Analysis 
page 

1534 

The Board of Pilot Commissioners for the Bays of San Francisco, San Pablo arid 
Suisun is responsible for certifying the qualifications of pilots for vessels entering 
or leaVing tho,se bays. The three-member board is appointed by the Governor, and 
licenses, regulates and disciplines pilots through such activities as examinations 
and complaint handling. The board maintains an office in San Francisco staffed by 
one full-time secretary to provide support for. the board and the Pilotage Rate 
Committee. This committee is composed of five members appointed by the Gov­
ernor. Its function is to prepare recommendations on pilotage rates for the Legisla­
ture. 

Both the board and committee are supported by the Board of Pilot Commission­
ers' Special Fund. Revenue for this fund is derived from a percentage assessment 
on pilot fees, which are collected directly by the pilots from the ships they serve. 
The law provides that a maximum assessment of 5 percent of pilotage fees be paid 
into the fund. The current assessment is 1 percent. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes a'u appropriation of $61,629 from the Board of Pilot Com­

missioners' Special Fund for support of the board in 1981-82; This is $1,599, or 2.5 
percent, below estimated current year expenditures. The decrease results from a 
reduction in the statewide pro rata charges imposed on the board, from $7,843 in 
the current year to $4,220 in the budget year. The board's proposed budget for 
1981-82 will increase by the amount of ani salary or staff benefit increase approved 
for the budget year. 

Pattern of Overbudgeting 
We recommend a reduction of $9,430 based on a pattern of overbudgeting by the board. 

In reviewing the board's expenditures in prior years, we identified a consistent 
pattern of overestimating budget requirements. As a result, the board has reverted 
funds at the end of each fiscal year since 1974-75. This pattern of overbudgeting 
is shown in Table 1, which covers the period 1974-75 through 1979-80. 
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Table 1 
Board of Pilot Commissioners for the Bays of San Francisco, 

San Pablo and Suisun 
Fund Reversions 
1974-75 to 1979-00 

1974-75 1975-76. 1976-77 1977-78 197~79 1979-80 
Amount·reverted ................................ : ............ . $12,620 $13,236 $3,462 $8,448 $13,885 $15,631 
Percent of appropriated budget .................. .. 29.7% ·28.9% 7.5% 17.4% 27.7% 26.4% 

The average amount reverted during the past six years was $11,214. On this basis, 
and allowing for any unforeseen contingencies, we recommend a more conserva­
tive reduction of $9,430. The revised budget of $52,199 would be sufficient to cover 
anticipated costs associated with recent statutory mandates and increased commis­
sion expenses. 

CALIFORNIA HORSE RACING BOARD 

Item 855 from the Fair and Ex­
position and special deposit 
funds Budget p. GG 74 

Requested 1981.,...82 ........... , ............................................................. . 
Estimated 1980-81 ..................................................................... , ..... . 
Actual 1979-80 ......................... : ....................................................... . 

Requested increase (excluding amount· for salary 
increases) $622,109 (+ 28.8 percent) . 

Total recommended reduction ................................................... . 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
855-OO1-191-Horse Racing Board 
855-OO1-942--Horse Racing Board 

-Continuing Appropriation-Horseman's Or­
ganization Welfare Special Account 

-Continuing Appropriation-Standardbred 
Sires Stakes 

Total . 

Fund 
Fair and Exposition 
Special Deposit 
Special Deposit 

General 

SUMMARY OF ·MAJOR ISSUES AND RECOMMENDATIONS 

$2,781,698 
2,159,589 
1,451,453 

$42,519 

Amount 
$1,198;998 

52,700 
750,000 

780,000 

$2,781,698 

Analysis 
pa{!e 

1. Investigator Positions. Reduce Item by $12,519. Delete one of 
two proposed positions and reallocate existing underutilized staff 
currently assigned to headquarters in Sacramento. 

1537 

2. SaJary Savings. Reduce Item by $3o,(){}(}. Recommend salary sav- 1537 
ings amount be included in budget. . " 

GENERAL PROGRAM STATEMENT 
The California Horse Racing Board (CHRB) regulates all horse race meetings 

in the state where pari-mutuel wagering is allowed. The board consists of seven 
members appointed by the Governor, and has a staff of 47.2 authorized personnel­
years in the current year. Responsibilities of the board include the promotion of 
horse racing, regulation of wagering, and maximizing the horse racing revenues 
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CALIFORNIA HORSE RACING BOARD-Continued 

collected by the state. The board's activities consist of (1) licensing all participants 
in horse racing, (2)' contracting with stewards to officiate at all races, (3) enforcing 
the regulations and laws under which racing is conducted, and (4) collecting the 
state's horse racing revenues. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes total program expenditures of $3,551,698 to support the 

California Horse Racing Board in 1981-82. This is a $622,109, or 28.8 percent, 
increase over estimated current year expenditures. These expenditures will be 
funded by $1,198,998 from the Fair and Exposition Fund (a 7.2 percent increase 
over the budget year), $52,700 from the Racetrack Security Account, $770,000 in 
reimbursements for steward's expenses, $780,000 statutorially appropriated for the 
Standardbred Sires Stakes program, and $750,000 appropriated by statute for the 
Horseman's Organization Welfare Special Account. Total expenditures will in­
crease by the amount of any salary or staff benefit increase approved for the 
budget year. 

The budget pr,ovides for additional expenses resulting from the enactment of 
Chapter 1043, Statutes of 1980, which became effective on January 1, 1981. The 
statute created a new license fee structure, altered the distribution of racing 
proceeds, increased from five to seven the membership of the board, increased the 
number of racing weeks allowed per year, and established two new programs to 
be financed from unclaimed parimutuel winnings, which previously were depos­
ited in the General Fund, Fifty percent of unclaimed pari-mutuel winnings will 
be used to finance a new program of research and race track security (subject to 
budgetary review by the Legislature), and 50 percent will finance the provision 
of health care benefits to employees of horse owners and trainers. 

Table 1 summarizes the board's expenditures by program element. 

Table 1 
California Hor!le Racing Board 

Summary of Program Expenditures 

Licensing ................................... . 
Enforcement ............................. . 
State Steward .......................... .. 
Standardbted Sires Stakes .... .. 

. Administration ........................ .. 
Horseman's Organization 

Welfare Special Account 

Subtotals ................................. . 
Less: Reimbursements ........... .. 
California Standardbred Sires 

Stakes Fund Account, 
General Fund .................. .. 

Fair and Exposition Fund .... . 
Racetrack Security Account .. 
Horseman's Organization 

Welfare Special Account 

Personnel-Years 
Actual Estimated Requested 
1979-80 1980-81 1981--82 

8.3 11.2 11.2 
12.6 13.0 15.0 
13.0 13.0 13.0 
1.0 1.0 1.0 
8.0 9.0 9.0 

42.9 47.2 49.2 

ActuQ/ 
1979-80 

$201,824 
504,561 
729,119 
442,332 
302,736 

$2,180,572 
$729,119 

442,332 
1,009,121 

Expenditures 
Estimated 

1980-81 

$231,918 
579,794 
770,000 
780,000 
347,877 

220,000 

$2,929,589 
$770,000 

780,000 
1,159,589 

220,000 

Requested 
1981--82 
$238,840 
649,799 
770,000 
780,000 
363,059 

750,000 

$3,551,698 
$770,000 

780,000 
1,198,998 

52,700 

750,000 
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Transfer to the General Fund 
Chapter 1043 requires that all expenditures from the Racetrack Security Ac­

count be subject to the Legislature's review as part of the annual budget process. 
The budget proposes an expenditure of $52,700 from this special account and 
transfers the balance, $917,300,.to the General Fund. 

Growth in Investigative Staff Unjustified 
We recommend that one of two proposed investigator positions be deleted, For a savil1gs 

of $12,519 to the Qeneral Fund. 

The budget requests authorization for two· special investigator positions as a 
result of the additional racing days authorized by Chapter 1043 for the budget 
year. The board contends that the enforcement staff currently assigned to the field 
will be unable to cover adequately these additional racing days. The budget, 
however, fails to provide funds forthesalary of one of the two proposed positions. 

Ari alternative means of providirtg the same level of coverage sought by this 
request would be to add one new position and reallocate to the field one investiga­
tive position currently assigned to the lleadquarters office. The board currently has 
three investigative positions (the chiefinvestigator and two special investigators) 
assigned to the headquarters office in Sacramento. The incumbent chief investiga­
tor is on extended sick leave and has requested that he be allowed to return at a 
lower classification. We have been informed that a new chiefinvestigator will be 
selected by May 1, 1981. One of the special investigators provides assistance to the 
executive secretary to the board while the other prepares case materials for legal 
hearings resulting from steward's decisions and handles much of the chief investi­
gator's workload. 

Our analysis indicates that once a new chief is hired, the workload of the two 
special investigators will be significantly reduced and that at least one will be able 
to return to the field;. ,Consequently, wer~commend the deletion of one of the 
proposed special investigator positions, for a savings of $12,512 to the General 
Fund. Thisis the amount budgeted for staff benefits and expenses associated with 
the position. 

Salary Savings Underbudgeted 
We recommend that additional salary saVings be incJu(led in the board's budget, for a 

reduction of $23O,()()(}. . . . . . , 

When budgeting for salaries md wages, agencies normally recogniz~ that salary 
levels will fluctuate, and that all positions wilf not be filled for a full 12 months .. 
Experience. shows that savings will accrue due to the following factors: vacant 
position, leavesof absences, delays in filling new position, and the filling of posi­
tions at the minimum step of the salary ~ange. Therefore, to prevent over-budget­
ing, an estimate of salary saving as a percentage reduction in the gross salary and 
wage amount is included in each budget. . . 

Actual experience has shown that the board has realized some salary saving in 
recent years, even though its budget has faired to provide for such savings. For 
example, the boax;d finished 1978-79 and 1979-80 with unexpended balances in its 
personnel service account of $35,638 and $33,904, respectively. Last year, the Legis­
lature reduced the board's 1980-81 budget request by $20,000, to reflect anticipat­
ed salary savings. The proposed budget, however, anticipates salary savings of only 
$1,913. Based onadual salary savings achieved in the past, we recommend that the 
budget be reduced by $30,000, for a General Fund savings. 

52--81685 
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Item 857 from various funds Budget p. GG 79 

Requested 1981-82 ......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

$69,173,441 
56,727,691 
43,864,405 

Requested increase (excluding amount for salary 
increases) $12,445,750 (+ 18.0 percent) 

Total recommended reduction .......... ; ....................................... .. $12,818,776 

1981-82 FUNDING BY ITEM AND SOURCE 
Item 

857-001-OO1-Support 
857-OO1-111-Support 
857 -001-1SS:-Agricultural 

ment Projects 

Description Fund 
General 
Department of Agriculture 

Research and Invest- Energy and Resources 

Amount 

$31,505,155 
20,684,225 
12,500,000 

857 -001-890-Support 
857-10l-001-Subvention for county pesticide regu­

lation and salaries of county agricultural com-
missioners 

Fair and Exposition 
General 

820,349 
3,263,712 

857-101-191-Unemployment insurance and bene- Fair and Exposition 
fits for local fairs 

857-001-890-Support .Federal Trust 

Total 

400,000 

(1,844,800) 

$69,173,441 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Agricultural Research and Investment. Delete Item 857-{)()1-188 for 

a reduction of $l2,Soo,(J(){}. . Recommend deletion because the de­
partment has not presented specific research and investment 
proposals. 

2. Meat Inspection. Withhold recommendation on the department's 
proposed reduction of $500,000 for meat inspection, pendingdevel­
opment by the department of a plan to implement this reduction. 

3. Hydrilla Eradication. Recommend (1) that the department re­
port to the Legislature on the progress and prospects of its Hydrilla 
eradication program and (2) that Budget Bill language be adopted 
requiring the State Board of Food and Agriculture to approve 
eradication plans before any funds may be spent in 1981-82. 

4. Replacement of Federal Funds. Reduce Item 857-{)()1-{)()1 by $318,-
776. Recommend reduction because unbudgeted federal funds 
should be available. Futher recommend deletion of associated 
Budget Bill language. 

5. Urban Pesticide Information Project. Recommend that the De­
. partment of Finance correct an oversight which resulted in the 

budget omitting $87,834 from the Environmental License Plate 
Fund needed to complete this project. 

6. Fair and Exposition Fund, Recommend that the Department of 
Finance and the Controller propose Budget Bill language to correct 
technical problems. 

AnalYSis 
page 

1546 

1547 

1548 

1554 

1555 

1555 
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GENERAL PROGRAM STA YEMENT 
The Department of Food and Agriculture promotes and protects the state's 

agricultural industry, protects public health, safety, and welfare, assures an abun­
dant supply of wholesome food, develops California's agricultural policies, pre­
serves natural resources to meet requirements for food and fiber, and assures true 
weights and measures in commerce. 

The department's activities are broad in scope. They include: 
• Crop forecasting. 
• Financial supervision of local fairs. 
• Pest identification and control. 
• Regulation of pesticide use and protection of farmworker health and safety. 
• Enforcement of standards of quality, quantity, and safety in agricultural and 

certain consumer goods. 
• Administration of marketing orders. 
The department supervises the county agricultural commissioners and operates 

many programs jointly with them. Headquarters are in Sacramento and other 
offices are located throughout the state. There are currently 1,689 authorized 
positions in the department. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes six appropriations totaling $69,173,441 from various state 

funds for support of the Department of Food and Agriculture and the county 
agricultural commissioners in 1981-82. This is an increase of $12,445,750, or 18 
percent, over comparable estimated current-year expenditures. This amount will 
increase by the amount of any salary or staff benefit increase approved for the 
budget year. . 

Despite the proposed 18 percent increase, funds for ongoing programs and 
. activities would remain virtually constant because the budget request includes 
$12.5 million from the Energy and Resources Fund for a new research and invest­
ment program to promote agricultural productivity. If these funds are excluded, 

. the state and local support request is $56,673,441, a decrease of $54,250, or 0.1 
percent from the current year. 

For the most part, the General Fund supports activities which benefit the public 
and agriculture in general, while special fees and taxes deposited in the Depart­
ment of Agriculture Fund (Agriculture Fund) support activities that serve specific 
identifiable segments of the agriculture industry. Where a segment of the agricul­
ture industry (1) imposes costs on, or presents a hazard to the public or general 
agriculture and (2) has an impact on the general public that requires enforcement 
activities by the state, the programs are funded through fees paid by the responsi­
bleagriculture industry and deposited in the Agriculture Fund. Because of chang­
ing program conditions, the determination of benefits and costs is not static and 
has become increasingly difficult in recent years. 

Table 1 shows the sources of funding for programs included in the budget for 
1981-82. Total proposed expenditures (all funds) are $100,540,691, of which $58,-
815,744 is for support of the department. The General Fund and the Agriculture 
Fund provide 91.3 percent of the department's support budget. The Fair and 
Exposition Fund provides $820,349 to support the Division of Fairs and Exposi­
tions, which supervises the financial management of local fairs and provides engi­
neering services to the fairs. 
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Table 1 
Department of Food and Agriculture 

Sources of Funding-1981-82 
A. Support 

1. General Fund (Item 857-001-0(1) ..................................................... . 
2. Agriculture Fund 

a. Appropriated by Item 857-001-111 ............................................... . 
b. Unclaimed Gasoline Tax allocated for departmental adminis-

tration' ............................................................................................... . 
c. Unclaimed Gasoline Tax-emergency detection, eradication, 

research reserve b ..................•...•...•..•.•....•.............•...•......•.....•...•....•. 

Subtotal ............................................................................................... . 
3. Fair and Exposition Fund (Item 857-001-891) ............................... . 
4. Reimbursements 

a. Administrative overhead from industry programs funded 
through continuing appropriations ............................................ .. 

b. Veterinary laboratory fees ............................................................. . 
c. Insurance costs for local fairs (paid through the department) 
d. Public Works Employment Act, Title II-Guayule research 

project ................................................................................................. . 
e. Other ................................................................................................... . 

SubtotaL ............................................................................................. . 
5. Federal Trust Fund (Item 857-001-890) 

a. Hydrilla eradication .. ; ...................................................................... . 
b. Animal health and veterinary laboratories ............................... . 
c. Enforcement of pesticide regulations ......................................... . 
d. Market News Service ..................................................................... . 
e. Chemistry Laboratory .... ; ................................................................ . 
f. Other ....................... ;; .......................................................................... . 

Subtotal. .............................................................................................. . 

Total Department Support Expenditures ....................................... . 
B. Agricultural Research and Investment-Energy and Resources 

Fund (Item 857-001-188) ........................................................................... . 
C. Renewable Resource Energy Agricultural Account C AB 3048 

(Chapter 733, Statutes of 1980) Energy Projects Assistance ........... . 
D. Alcohol fuels loans and grants-Ethanol Fuels Revolving 

Account d 
......•..•.•..•......•....•..•...••..•............................•...•..•...•...••................... 

E. Financial Assistance to Local Fairs e 

1. Fair and Exposition Fund-continuing appropriations ............... . 
2. Unemployment insurance and benefits (Item 857-101-191) ....... . 

SubtotaL ................................................................................................... . 
F. Financial Assistance to Counties 

1. General Fund (Item 857-101-(01) 
a. Salaries of County Agricultural Commissioners ....................... . 
b. Subventions for pestiCide regulation ........................................... . 

Subtotal ............................................................................................... . 
2. Agriculture Fund 

a. Unclaimed gasoline tax f ............................................................... ... 
b. Pesticide mill tax g ••••••••••••••••••••••••••••• : •••••••••••••••••••••••••••••••••••••••••••••• 

c. Other ................................................................................................... . 

Subtotal ............................................................................................... . 

Total Financial Assistance to Counties ....................................................... . 
Total Expenditures in Governor's Budget ................................................. . 

• Section 224 (1), Food and Agricultural Code. 
b Section 224 (2), Food and Agricultural Code. 

$20,684;225 

500,000 

1,000,000 

733,632 
301,700 
277,000 

201,491 
397,392 

$500,000 
537,924 
187,616 
119,476 
344,343 
155,441 

$18,493,180 
400,000 

$382,800 
2,880,912 

$2,336,784 
3,632,728 

48,543 

cAB 3048 transferred these runds to this account but did not appropriate them. 

Item 857 

$31,505,155 

22,184;225 
820,349 

1,911,215 

1,844,800 

$58,815,744 

12,500,000 

1,050,000 

550,000 

18,893,180 

3,263,712 

6,018,055 

$9,281,767 
$100,540,691 
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dAB 2604 (Chapter 803, Statutes of 1980) created the Ethanol Fuels Revolving Account and transferred 
$2,000,000 to it from funds previously appropriated to the Business, Transportation and Housing 
Agency by SB 620 (Chapter 161, Statutes of 1979). The Governor's Budget incorrectly classifies this 
money .as a Teimbursement; the Account is continuously appropriated to the department. 

e Includes fairs held by district agricultural associations and citrus fruit fairs established by state law and 
by county fairs. 

fSection 224(3), Food and Agricultural Code. 
g Section 12844, Food and Agricultural Code. 

Spending Not in Budget 
The department plans to collect and spend approximately $15.4 million in indus­

try fees for the inspection and administrative services it performs for the agricul­
ture industry. These programs involve 505 personnel-years of department staff 
effort, much of it seasonal. They are shown in the budget document forinforma­
tion purposes beginning on page GG-97. 

In addition, the department handles approximately $31 million under 31 market­
ing orders for programs established at industry request to aid in the production, 
control, and advertising of agricultural products. The marketing order expendi­
tures are not included in the budget. They are treated as special trust accounts in 
the Agriculture Fund. The budget indicates (on page GG-89) that the department 
will devote 25.5 personnel-years to the administration of these trusts, and will 
receive $785,897 from the marketing order programs to support these positions. 
Neither the special inspection programs nor the marketing order programs are 
included in the total expenditures listed in the budget or in Table l. 

AB 3048 Funds Not Appropriated 
The budget indicates that the department will spend $525,000 in the current 

year and $1,050,000 in 1981-82 from the Renewable Resource Energy Agricultural 
Account. This account was created by Chapter 733, Statutes of 1980 (AB 3048), for 
the purpose of assisting agricultural projects which make use of energy conserva­
tion, renewable resource and solar energy technologies. AB 3048 transferred $2 
million from the Energy and Resources Fund to the Renewable Resource Energy 
AgriculturalAccount. However, this legislation did not appropriate the money for 
use by the Department of Food and Agriculture. Instead, it provided that monies 
in the account would be available for allocation by the department "when appro­
priated therefore by the Legislature." The department cannot spend these funds 
until they are appropriated, and no appropriation is proposed in the Budget Bill. 

Alcohol Fuels Program 
Chapter 161; Statutes of 1979 (SB 620), appropriated $10 million to the Business, 

Transportation and Housing Agency to promote the development of new motor 
vehicle fuels. The agency entered into an agreement with the department under 
which $2.1 million of this money is being used to promote the production of ethyl 
alcohol on farms, at food processors, or at oth~r sites associated with the agricul­
tural industry. The department's goal is to provide low interest loans for the 
construction of between 40 and 60 stills. According to the department, most of the 
projects which it finances will have relatively small capacities, between 10,000 and 
70,000 gallons per year. In addition, the Energy Commission received $5.8 million 
from the same statute to provide financial assistance to larger projects to convert 
agricultural wastes to alcohol, and to fund a fleet test of alcohol powered automo­
biles. 

Chapter 803, Statutes of 1980 (AB 2604), transferred $2 million of the funds made 
available to the department under its agreement with the Business, Transporta­
tion and Housing Agency to the Ethanol Fuels Revolving Account, which the 
legislation created. AB2604 continuously appropriated all money in the account, 
including the proceeds of any repayments on loans made to finance ethanol pro-
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duction facilities using agricultural feedstocks. 

Item 857 

Language in Item 33 of the 1980 Budget Act requires the Business, Transporta­
tion and Housing Agency to submit a progress report by December 1 of each year 
on the Alcohol Fuels Program originally funded by SB 620. At the time this Analysis 
was prepared, the report had not been completed. 

Financial Assistance to Local Fairs 
The budget indicates that the department will distribute about $18.9 million to 

local fairs in 1981-82. The fairs are conducted by district agricultural associations, 
nonprofit Citrus Fruit fairs and by counties. The Fair and Exposition Fund receives 
a portion of state horseracing revenues under a statutory formula, and this money 
is continuously appropriated to the department for allocation to the fairs according 
to statutory guidelines. In addition, the budget includes an appropriation of $400,-
000 from the Fair and Exposition Fund for the cost of unemployment insurance 
and benefits for the fairs. These unemployment costs as well as the support appro­
priation for the Division of Fairs and Expositions are provided by an additional 
diversion from state horseracing revenues, which would otherwise be deposited 
in the General Fund, to the Fair and Exposition Fund, so that they are, in effect, 
paid by the General Fund. 

Table 2 

Department of Food and Agriculture 
Comparison of 1980-81 and 1981-82 Estimated and Proposed Expenditures 

After Excluding Financial Assistance and One-Time Expenditures 

1980-81 Total Estimated Expenditures ........................................................... . 
Less financial assistance and one-time expenditures: 
AB 3018-Financial assistance for agricultural applications of renewable 

energy sources and energy conservation-Renewable Resource En-
ergy Agricultural Account ........................................................................ . 

AB 2604/SB 620-Alcohol fuels loans and grants-Ethanol Fuels Revolv-
ing Account b ................................................................................................. . 

SB 912-Biomass farming studies-Energy and Resources Fund ........... . 
Item 418, 1980 Budget Act-Gene resources and urban pesticide infor-

mation prOjects-Environmental License Plate Fund .............. : ........ . 
AB M1r-Transfers department's 1979-80 General Fund savings to 

counties ........................................................................................................... . 
AB 993 d -Special appropriation for major and deferred maintenance at 

local fairs-Fair and Exposition Fund ................................................... . 

Total exclusions ............................................................................................... . 

1980-81 Estimated Continuing Program Expenditures ............................. . 

1981-82 Total Proposed Expenditures ........................................................... . 
Less financial assistance and one-time expenditures: 
Item 857-lXJ1-1~Agricultural Research and Investment-Energy and 

Resources Fund ........................................................................................... . 
AB 3018-Financial assistance for agricultural applications of renewable 

energy sources and energy conservation-Renewable Resource En-
ergy Agricultural Account' ....................................................................... . 

AB 2604/SB 620-Alcohol fuels loans and grants-Ethanol Fuels Revolv· 
ing Account b ...•......•••...•..•..•..........•••••••••••••.••••••••.• : •••.••••••.••..•••.••.•......•..•••...•.. 

Total exclusions ............................................................................................... . 

1981-82 Proposed Continuing Program Expenditures ............................... . 

$91,104,017 

$525,000 

1,450,000 
500,000 

531,403 

201,109 

2,000,000 

-5,207,512 

$85,896,505 

$100,887,691 

$12,500,000 

1,050,000 

550,000 

-14,100,000 

$86,787,691 
• The budget document incorrectly shows these expenditures. AB 3048 made no appropriation for them. 
b Listed as reimbursements to the department in the Governor's Budget.. 
c Chapter 821, Statutes of 1980. 
d Chapter 952, Statutes of 1979. 
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County Assistance 
The budget proposes $9,281,767 for assistance to county agricultural programs. 

An appropriation of $2,880,912 from the General Fund plus the $3.6 million county 
share of the tax on pesticides sold in California (the pesticide mill tax) will provide 
a total of approximately $6.5 million for county pesticide activities under the 
department's Pesticide Regulatory Program. The General Fund also provides 
$382,800 for the salaries of the county commissioners. Unclaimed gasoline tax 
money (the estimated amount of tax paid on motor fuel for off-road agricultural 
use, for which farmers do not claim refunds) provides $2,336,784 for county assist­
ance. It also provides $500,000 each year for department administrative costs and 
an annual reserve of $1 million for emergency eradication, control or research 
relating to pests and weeds. 

Growth In Expenditures 
The budget proposes total expenditures of $100,540,691 in 1981-82, as shown in 

Table L This is an increase of $9,436,674, or 10.7 percent, over estimated current­
year total expenditures. However, both the current and budget years include a 
number of special and one-time expendihlres, such as loan funds for the alcohol 
fuels program and the $12.5-million appropriation proposed to establish an agricul­
ture research and investment program in 1981-82. Table 2 lists the special and 
one-time expenditures, and shows that if these expenditures are excluded, total 
spending for continuing programs is reduced to $85,896,505 in 1980-81 and to 
$86,787,691 in 1981-82. Excluding these one-time programs, the increase in total 
expenditures proposed in the budget for 1981-82 is $891,186, or 1 percent. 

Significant Program Changes 
Table 3 shows the major program changes by funding source for each of the 

department's programs. The budget indicates that in 1981-82 the department's 
General Fund expenditures will be $704,601 less than in the current year. Howev­
er, General Fund expenditures for the Pesticide Regulatory program will increase 
by almost $1.4 million primarily to complete the implementation of new pesticide 
regulations at both the state and county levels. 

The increase in the Pesticide Regulatory program will be almost precisely offset 
by a $1.4 million reduction in the Pest and Disease Prevention program. This 
reduction is due to the proposed termination of the Dutch Elm disease eradication 
project. 

There are three additional General Fund reductions. In the Standards and 
Inspection program, the budget proposes a $500,000 reduction for meat inspection. 
County asssistance will be reduced by $201,109. This is the amount of savings in 
the department's 1979-80 General Fund support appropriation that was trans­
ferred . to the counties pursuant to enacted legislation. In addition, the budget 
indicates that there will be a "special adjustment" reduction of $347,000, but does 
not specify where it will be made. 

The budget also projects spending reductions from the Agriculture Fund and 
federal funds. The redution of $1,043,852 in federal funds shown in the budget is 
probably Qverstated by about $300,000 because the budget fails to include new 
federal funds which should be available for pesticide enforcement in 1981-82. We 
discuss this issue and the department's request for state funds to replace these 
federal funds later in this analysis. The decreases in other funds are offset by a 
proposed increase of $12.5 million from the Energy and Resources Fund for a 
program of agricultural research and investment, so that total department spend­
ing in 1981-82 would increase by $9,436,674 compared with the current year. 



Table 3 
Department of Food and Agriculture 

1981-82 Major Budget Changes by Program 

CiJan!I.eIn 
Department Other Funds 

Estimated Proposed General ofAgiiculture and 
1f)8{}..81 1981-112 Fund Fund Reimbursements 

1. Pesticide Regulation . 
a. Complete phase~in-support ......................................................... . +$1,086,899 
b .. Complete phase'in-county subventions ................................ , .. . +455,678 
c. Terminate urban pesticide infonnation project-Environ-

mental License Plate Fund (ELPF) ................................. ; .... ; .... . +87,834 
d. Partial offset of reduction iii federal funds .............................. ,. +318,776 
e. Licensing of maintenance .gardeners .. ; ........................................ . +96,843 
f. Minor and baseline changes ........................................................... . -489,062 +436,830 -43,569 

Program totals .................................................... , ............................ . $16,076,091 $17,205,065 +$1,372,291 +$533,673 -$131,403 
2. Pest and Disease Prevention 

a. Emergency funds for eradiction of Mediterranean Fruit Fly in 
1980-81 ........... ;~ ........................ ; ....................................................... .. -$1,000,000 -$1,<ro,<ro 

b. Continue of Mediterranean Fruit Fly.eradication in 1981-82 +887,721 
c. Terminate Dutch Elm Disease Eradication .................. , ............ . -1,515,578 
d. Plant and pest identification laboratory .................................... .. +81,909 +20,<ro 
e. Testing for illegal drugging of horses-fees ............................. . +83,935 
f. Gene Resources Project funded in 19ro-ELPF ....................... . -400,<ro 
g. Minor and baseline changes ...................................................... : .. . +167,532 -19,325 -50,475 

Program Totals ............................................................................. . $25,967,<ro $22,859,718 -$1,378,416 -$915,390 -$450,475 
3. Agricultural Marketing Services ..................................... , ................... . $8,905,350 $8,851,708 +$77,788 -$121,073 +$39,643 
4. Standards and Inspection Services 

a. Reduce meat inspection ...... ; ................... , ...................................... . -SOO,<ro 
b. lncreased workload for grain and commodity inspectiong.:..;. 

fees ......... ; .................... ; ....................................................................... .. +112,596 
c. Minor and baseline changes ............................................. , ......... , .. .. +62,705 +112,117 +532 

Program Totals ......... ; ................................................................... . $9,499,986 $9,303,372 -$437,295 +$226,373 +$532 
5. Weights and Measures ....................................... ; ................................ .. $3,398,060 $3,396,817 +$55,085 +$5,528 -$61,856 

Federal 
Trust 
Fund 

-788$72 

+142,685 

-$645,587 

-283,667 

-79,374 

-$363,Q41 
-$50,<ro 

+14,776 

+$14,776 

Net Change 
From 

1f)8{}..81 

+$1,086,899 
+455,678 

-87,834 
-469,496 
+96,843 
+46,884 

+$1,128,974 

- $2,<ro,<ro 
+887,721 

-1,799,245 
+101,909 
+83,935 

-400,<ro 
+18,408 

-$3,107,322 
-$53,642 

-SOO;<ro 

+112,596 
+190,790 

-$196,614 
-$1,243 
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6. Supervision and Assistance for LoCal Fairs (Fair and Exposition 
Fund) . 
a. Division of Fairs and Expositions-baseline changes ............. , . 
b. Financial assistance to local fairs ................................................ .. 

Program Totals .............................................................................. $19,455,209 
7. Administration (net amounts not allocated to programs) 

a. Regulatory review by Office of Administrative Law' ............ .. 
b. Minor and baseline changes ........................................................ ,. 

Program Totals .............................. ;............................................... $1,440,115 
8. Energy Programs 

a. Biomass farming studies .(Chapter 907, Statutes of 1980)-
Energy and Resources Fund (ERF) ......................................... ... 

b. Alcohol fuels loans and grants (Chapter 161 Statutes of 1979 
and Chapter 803, Statutes of 1980)-Ethanol Fuels Revolving 
Account .................................................. ; ............................................ . 

c. Renewable energy sources and energy conservation (Chapter 
733, Statutes of 1980)-Renewable Resource Energy Agricul-. 
tural Account C ................................................................................. . 

Program Totals ;............................................................................. $2,475,000 
. 9. Agricultural Research and Investment Program~ERF ............... . 

10, Assistance to counties, other than pesticide regulation 
a. Transfer from prior-year emergency reserve ........................... . 
b. Transfer of department savings from 197!h'lO to counties in 

·1980-81 (Chapter 821, Statutes of 1980) ...... , .............................. . 
.. Program Totals .................... , ............ ;............................................ $3,887,166 

11. Emergency Reserve for .detection, eradication and research d 

12. Special Adjustment e ............................ ; ....................... ; ....... , .............. . 

Totals .............................................................................................................. $91,104,017 

$19,990,529 

$1,460,898 

$1,600,000 . 
$12,500,000 

$2,719,584 
1,000,000 

-$347,000 
$100,540,691 

+12,048 +12,048 
+97,f'f!lb +426,175 +523,272 

+$97,f'f!l +$438,223 +$535,320 

+53,399 +42,021 +95,420 
+3,559 +5,978 -84,174 -74,637 

+$56,958 +$47,999 -$84,174 +$20,783 

_500,000 -500,000 

-900,000 -900,000 

+525,000 +525,000 

-$875,000 "-$875,000 
+ $12,500,000 +$12,500,000 

-966,473 -966,473 

-201,109 -201,109 

-$201,109 .-$966,473 -$1,167,582 
+$1,000,000 +$1,000,000 

-$347,000 -$347,000 

-$704,601 -$190,363 +$11,375,490 - $1,043,852 +$9,436,674 
a Chapter 1146, Statutes of 1980, appropriated $1,000,000 from the General Fund and the department allocated its emergency reserve of $1,000,000 in the Department 

of Agriculture Fund from unclaimed gasoline tax refunds (Section 224 (2), Food and Agricultural Code) for emergency eradication of the Mediterranean Fruit 
Fly. 

b The fairs receive no support from the General Fund. A loan repayment to the General Fund of $97,fYi11 made in 1980-81 will not be required in 1981-82. 
C Chapter 733 made no appropriation, although the budget shows these expenditures.' . 
d From unclaimed gasoline' tax refunds pursuantto Section 224(2) of theFood and Agricultural Code. The 1980-81 reserve is shown as expended for Mediterranean 

Fruit Fly eradication., Unused funds are allocated to the counties in the subsequent year. 
e Unallocated reduction as shown in Governor's Budget. 
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Agricultural Research and Investment Proposal 

Item 857 

We recommend deletion of Item 857-001-188 For a reduction of $12.5 million from the 
Energy and Resources Fund, because specific research and investment proposals have not 
been presented. 

The budget proposes an appropriation of $12.5 million from the Energy and 
Resources Fund for allocation by the Director of Food and Agriculture for "re­
search and investment in priority problem areas for agriculture" during 1981-82. 
The budget change proposal submitted to justify this request mentions a wide 
range of projects and proposals related to agricultural productivity. These include 
the following: (1) development of high-energy-producing crop varities, (2) ener­
gy conservation in agricultural production, (3) a "coordinated, inter-disciplinary 
energy biomass research program at the University of California," which would be 
directed at "more effective breakdown of cellulose fermentation and methano­
genesis, development of new energy producing plants, biological hydrogen pro­
duction, nitrogen fixation, and chemical and biochemical processing;" (4) 
additional research in integrated pest management, (5) research to increase the 
efficiency of water use in agriculture, (6) development of policies for state agen­
cies to evaluate the impact of projects on prime agricultural land, (7) provision 
of loans, loan guarantees and grants for soil protection, and (8) establishment of 
a California-Asian trade office. 

The budget change proposal does not attempt to describe the specific nature of 
the projects in the areas enumerated above. Neither does the proposal provide any 
indication of how much money would be allocated to each of these areas or the 
amount of funds required to make a significant contribution. Also, there is no 
discussion of the relationship of the proposed projects to programs that already 
exist in several of these areas. For example, the budget includes $38.8 million from 
the General Fund for agricultural research and research support at the University 
of California. This includes $1.7 million to coordinate and expand the university's 
research efforts in integrated pest management. The budget for the Department 
of Water Resources includes $1.5 million for agricultural water conservation ef­
forts, including pilot operation of the California Irrigation Management Informa­
tion System. 

In several cases, it is not clear whether the department is proposing new pro­
grams or discussing existing programs which have been funded from other sources. 
For example, the budget change proposal discusses a $2 million program for loans 
to farmers for alcohol production from agricultural crops and residues. It is not 
clear whether this would be in addition to the $2 million currently available to the 
department in the Ethanol Fuels Revolving Account for the same purpose. Like­
wise, the proposal indicates that the administration will "implement a program to 
identify the needs in the area of gene preservation and to establish an appropriate 
mechanism to meet such needs." The Budget Act of 1980 appropriated $400,000 
from the Environmental License Plate Fund to the department for a gene re-
sources conservation project. . . 

According to the budget change proposal, the Director of Food and Agriculture 
will appoint a 15-member advisory panel to establish priorities to evaluate funding 
requests and make recommendations to the director for the expenditure of the 
$12.5 million. It is not clear whether this panel would have jurisdiction over all 
"renewable resource" programs of the department or only those to be funded 
from the $12.5 million appropriation from the Energy and Resources Fund. Also, 
it is not clear whether the function of the panel would be to set priorities within 
each of the many program areas proposed for study by the department, to set 
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priorities among the various program areas,or to establish a list of its own pro­
grams and priorities. 

Because of the deficiencies discussed above, the department's proposal does not 
provide an adequate justification for the requested appropriation. Nor would it 
permit legislative review of or control over fund allocations, since the Director 
would have the discretion to allocate these funds as he saw fit. For these reasons, 
we cannot recommend the approval of the funds requested, despite the impor­
tance of the objectives at which they are directed. Accordingly, we recommend 
deletion of Item 875-001-188, for a reduction of $12.5 million from the Energy and 
Resources Fund. 

Reduction in Meat Inspection Program. 
We withhold recommendation on the proposed $500,000 reduction for meat inspection, 

pending receiptof specific details on how this reduction would be implemented, including 
the functfons the department would cease to perform or would perform at a reduced level, 
and an explanation of any proposed changes in the structure of the program. 

The budget proposes a,reduction of $500,000 from the General Fund (11 person­
nel-years) inthe Meat Inspection program for 1981-82. Estimated expenditures in 
the current year for meat inspection are $1,025,817, so that the reduction would 
reduce the current program by one~half. 

During 1976-77, the state transferred most of the responsibility for meat inspec­
tion to the federal government. However, the department continues to inspect 
arid regulate facilitie's not covered by the federal meat inspection program. Exam­
ples of such facilities are plants which slaughter less than 20,000 chickens annually, 
and custom livestock slaughtering operations. The department also regulates and 
inspects pet food slaughterers and processors in order to prevent meat from these 
sources from being sold for human consumption. 

The department has not provided any information on how the meat inspection 
program would operate at the reduced funding level and still protect the public. 
The Legislature needs this information if it is to evaluate the potential impact of 
the proposed reductions. As a consequence, we withhold recommdation until this 
information is available. 

Mediterranean Fruit Fly 
The budget requests $887,721 from the General Fund, including 29.5 personnel­

years (primarily temorary help) , to continue the effort to eradicate the Mediterra­
nean Fruit Fy (Medfly). In June 1980, two Medfly infestations were discovered in 
California. One of the infestations was in the Northridge area of the San Fernando 
Valley in Los Angeles County. Only a few flies and magots were found there and 
the department declared this infestation eradicated in December 1980, although 
it will continue to monitor the area closely. 

The other infestation is located in the Santa Clara Valley and is much more 
extensive. Hundreds of flies and magots have been found. The infestation appears 
to be centered in the cities of San Jose and Santa Clara, but flies have also been 
found in Alameda County. The department has imposed a quarantine to prevent 
the removal of fruit (unless fumigated) from a 400-square-mile area centered 
around San Jose. The department believes that the Santa Clara infestation began 
approximately a year before it was detected, and that this is the reason the infesta­
tion is so extensive. It is also possible that some Medflys have been transported out 
of the area and that new infestations will be detected in other parts of the state. 

; The Medfly is an established pest in Hawaii, and it is generally believed that 
California's infestations are due to tourists who bring infested fruit illegally to 
California from Hawaii. Medfly magots damage a wide variety of fruits and vegeta­
bles by burrowing into them and consuming them. When the rotting fruits or 
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vegetables fall to the ground, the magots enter the ground ande:rnerge later as 
flies. After reproduction, the cycle. begins again. .. . 

According to the department, the Medfly can attack over 200 different types of 
fruits and vegetables and, if established in California, could cause an annual eco­
nomic loss of $1 billion to the state. A portion of this loss would be due to the 
quarantine of California's agriCultural products by other states or countries that 
seek to protect themselves from the introduction of this pest. 

The eradication method being used by the departIIlent in Santa Clara involves 
releasing in the infested area billions of sterile male fruit flies, which are incapable 
of reproduction. The wild flies mate with the sterile flies; but no offspring are 
produced. If the ratio of sterile flies to wild flies is high enough, actual reproduc­
tion may become so infrequent that the wild population rapidly declines and 
eventually is eradicated. In conjunction with the release of sterile flies, fruit is 
removed from the infested area and destroyed in order to eliminate food and 
hiding sites for themagots. A pesticide is applied to the ground around fruit trees 
and other likely sites of infestation to kill emerging flies and baited pesticides are 
applied to fruit trees which are Medfly hosts. In. other states, extensive aerial 
application of pesticides has also been used to eradicate Medfly, but thus far, the 
department has decided to forego aerial application. The probability of eradication 
cannot be determined until warmer weather returns and the flies· (if any are left) 
become active. Sterile flies and ground application of pesticides were successfully 
used to eradicate a previous Medfly infestation in Los Angeles County in 197~76, 
as well as the Northridge infestation last summer. 

The budget lists expenditures of $2 million for the Medfly Eradication program 
in the current year. The actual cost will be much greater. An estimate prepared 
by the department on January 16, 1981, indicates that the department's cost will 
be approximately $7.3 million and that the reimbursable costs incurred by other 
departments and by local government will be approximately $6.9 million, for a 
total of $14.2 million. 

Most of the money has been spent to fund an intensive effort by the department 
and California Conservation Corps (Ccq crews to strip fruit from all of the trees 
within the infested area. Stripping has been followed with pesticide ground ap­
plications by Caltrans crews. The Department of Forestry is providing mobile 
kitchen facilities and other support services. More than 1,500 state personnel are 
involved. 

The department has only $2 million specifically available for this project in the 
current year. The emergency reservefl'om unrefunded gasoline tax provided $1 
million of this money and Chapter 1146, Statutes of 1980, appropriated $1 million 
from the General Fund for Medfly eradication. We expectthat thedepattIIlent 
will request a deficiency appropriation to cover the remainder of its eurreIit~year 
eradication costs. The department testified inJanuary before the Assembly 
Agriculture Committee that it will also l'equestbetween $2 million and $5 million 
in 1980-81 for a greatly expanded Medfly detection effort throughout the state and 
that the need for additional detection funds will continue indefinitely. We will 
analyze all of these requests when they ate received. 

Hydrilla Eradication 
We recommend that (1) the department report to the Legislature .at the timeqf budget 

hearings on the progress of the Hydrillaeradication program and its future plans for this 
program; and (2) Budget Bill language be adopted to require that the State Board of Food 
and Agriculture approve specific work plans for Hydn1la . eradication before any funds 
appropriated for 1981-82 may be expended 

Hydrilla is an aquatic weed that grows rapidly in lakes and canals, restricts water 
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flow and damages other aquatic life. Hydrilla was first found in Lake Ellis· at 
Marysville in 1976. Another major infestation was discovered at Lake Murray in 
San Diego County in 1977. Hydrilla has been discovered in several small ponds as 
well. . 

Lake Ellis was completely drained, the subsoil (which contained Hydrilla tub­
ers) was removed and the remaining bottom material was treated with a pesticide 
The cost of this project was. approximately $2.8 million. The General Fund pro­
vided $925,000 and the remainder was provided by the federal and local govern­
ments. Lake Murray is more than six times larger than Lake Ellis (200 acres 
compared with 31 acres). It was not feasible to completely drain this lake and 
remove the subsoil. Instead the water level was lowered and herbicide was applied 
to the exposed portion of the lake bottom. Despite these efforts, a srnall amount 
of Hydrilla was discovered at Lake Ellis last summer, and the infestation remains 
at Lake Murray. 

The most extensive Hydrilla infestation has occurred in the canals of the Impe­
rial Irrigation District (lID), and involves several hundred miles of these canals. 
In 1978, the Department of Food and Agriculture and the federal Department of 
the Interior (which operates the All American Canal to provide Colorado River 
water to the lID) convened a task force to recommend means to eradicate the 
infestation. The task force recommended a four-year program costing $1.5 million 
annually. The recommended approach involved repeated applications of an herbi­
cide to the entire infested portion of the canal system, even though the recom­
mende herbicide had never before been used to eradicate Hydrilla. The length 
and volume of the canal system made draining and soil treatment infeasible and 
concrete lining of the canals was also considered too costly. 

Chapter 1147, Statutes of 1979, appropriated $500,000 from the General Fund as 
the. state's share of the first year cost of the eradication project. The remaining 
two-thirds of the cost is to be borne by the federal government and the lID. The 
1980 Budget Act appropriated an additional $500,000 from the General Fund for 
the second year of the project. The department is now requesting $626,517 for 
Hydrilla eradication in 1981.:..g2. Of this amount, $500,000 would again be designat­
ed for the Imperial Valley eradication projeCt. The Budget Bill continues control 
language (in Item 857), adopted last year, that requires two-thirds of the cost to 
be provided from federal and local funds. We concur with this requirement. 

The results of the Imperial Valley eradication project have been disappointing 
to date. Silt in the canal water appears to combine with the herbicide to render 
it ineffective, and the movement of water through the canals also appears to 
inhibit the effectiveness of the herbicide. Department staff now indicate that the 
immediate. goal of the project may be changed this summer from eradication to 
control, while research is undertaken to determine the future course of the 
project. 

In our Analysis of the 1980 Budget Bill, we recommended that the department 
scientifically evaluate the progress of the eradication project and its probability of 
succeeding before additional funds were requested for 1981.:..g2. The department 
has not yet presented such an evaluation. We therefore recommend that the 
department report at budget hearings on the status of the eradication project and 
the department's plans for it. 

Because of the magnitude, uncertainties and poor results thus far of the Imperial 
Valley eradication. project, and because the Legislature may need to act on the 
Budget Bill before full information is available, webelieve that expenditure of any 
future appropriation for this project should be reviewed publicly and approved by 
the State Board of Food and Agriculture, which is the official advisory body to the 
department and the Governor on agriculture matters. The ~embership of the 
state board includes representatives of the University of California and the State 
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College and University System, as well as representatives of various segments of 
the agricultural industry and consumer interests. We therefore recommend that 
the following Budget Bill language be adopted: . 

"No funds appropriated by Item 857-001-001 may be expended for the eradica­
tiOh or control of the plant pest Hydrilla until the department has presented 
specific work plans to the State Board of Food and Agriculture and the board has 
approved such plans." 

Termination of Dutch Elm Disease Eradication Program 
The budget proposes terminating the project to eradicate Dutch Elm disease. 

Funding in the current year for this project totals $1;799,245, of which $1,515,578 
is from the General Food and $283,667 is from federal funds. No funds would be 
provided in 1981-82. According to the U.S. Forest Service, the amount of federal 
funds available next year will be reduced to about $40,000. Cities and counties have 
contributed funds and in~kind support to the project over the years. 

Dutch Elm disease is caused by a fungus and is carried from tree to tree by the 
elm bark beetle. The disease can kill elm trees, and once established in an area can 
spread rapidly. 

The cumulative state cost of the Dutch Elm disease project from its beginning 
in 1975-76 through the current year will be $7.6 million. The disease has been 
found in every county ofthe San Francisco Bay Area, except San Francisco itself. 
The eradication method involves an extensive survey of all elm tres and the 
removal ofinfected trees andany elm trees close to infected trees. Pesticides are 
used to reduce the bark beetle population. Pruning, disposal of dead wood and 
quarantines are also employed. The disease is close to eradication in Napa, So­
noma, Solano and Santa Clara Counties. However, San Mateo and Marin Counties 
have significant irifestations and the full extent of the infestation in Alameda and 
Contra Costa Counties has not yet been determined. 

According to project staff, an annual budget of approximately $2 million in state 
funds would be needed to continue the project at a level which would make 
eradication probable. Staff indicate that 50 percent of the 300,000 elm trees in the 
Bay Area may be killed by the disease after 10 years if left untreated, and 90 
percent of the elm trees would be killed after 20 years. The disease may also spread 
to other areas of the state. 

Pesticide Regulatory Program. 
The department is responsible for regulation of pesticides in California under 

state law and under delegated federal authority from the Environmental Protec­
tion Agency. All pesticides used in California must be registered by the depart­
ment, and the department regulates the conditions of their use. County 
agricultural commissioners regulate pesticide applications at the local level, sub­
ject to the department's regulations and supervision. One of the most significant 
of the county agricultural commissioners' duties is to issue permits for the use of 
pesticides which have been designated restricted materials by the department 
because of health or environmental hazards. 

Compliance with California Environmental Quality Act (CEQA) 
In 1976, the Attorney General issued an opinion that the California Environmen­

tal Quality Act (CEQA) required the preparation of an environmental impact 
report (EIR) each time a county agricultural commissioner issued a permit for the 
applica.tion of a restricted pesticide. The department sought to· find a way to 
comply with CEQA without requiring individual EIRs for each of the many thou­
sands of permits issued annually by the county commissioners. Chapter 308; Stat-
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utes Qf 1978, authQrized the use Qf the functiQnal equivalent apprQach under 
CEQA fQr the Pesticide RegulatQry prQgram. The department accQrdingly revised 
its pesticide regulations to, incQrpQrate cQnsideratiQn Qf alternatives and mitigatiQn 
measures in the decisiQn-making prQcess, to, prQvide fQr public participatiQn, and 
to, prQvide written explanatiQns Qf its decisiQns. The Secretary Qf the ResQurces 
Agency has certified that thenew regulatiQns meet the requirements Qf CEQA. 
Under Chapter 308, certificatiQn eliminates the requirement fQr the preparatiQn 
Qf an individualEIR fQr each permit. 

The . new regulatiQns gQverning pesticide registratiQn by the department 
became effective in January 1980. They require the submissiQn Qf extensive data 
by the registrant regarding hazards to, human health and the envirQnment as well 
as effectiveness when seeking registratiQn Qf a new pesticide Qr making a material 
change in a current registratiQn; Registrants must alSo, submit any infQrmatiQn Qn 
the adverse effects· Qf their pesticides whenever they have such infQrmatiQn. In 
additiQn, the department must nQtify the public Qf pesticide registratiQn decisiQns, 
resPQnd in. writing to, public cQmments, and; determine whether data submitted 
as cQnfidential by a pesticide registrant is a valid trade secret Qr shQuld be available 
to, the public. . 

On January 1, 1981, .new regulations gQverning the issuance Qf pesticide permits 
by the CQunty agricultural cQmmissiQners went into, effect. The new regulatiQns 
require mQre extensive evaluatiQns Qf pesticide use. The cQmmissiQners may CQn­
tinue to, issue annual pesticide permits, but the new regulatiQns require that the 
CQmmissiQner be nQtified befQre each applicatiQn Qf a restricted pesticide. Permits 
must specify where the pesticide will be used, and must be issued directly to, 
farmers Qr their agents~ FQrmerly, permits were Qften issued to, prQfessiQnal pesti­
cide applicatQrs withQut any knQwledge Qfthe specific sites to, be treated; the tiille 
Qf treatment or the crQP Qr pest invQlved. The CQmmissiQners must alSo, mQnitQr 
at least 5 percent Qf the pesticide applicatiQns. 

Funding of Pesticide Regulation 
The budget indicates that actual expenditures fQr the Pesticide RegulatQry prQ­

gram were $10.6 milliQnin 1979-80. Of this amQunt, the General Fund prQvided 
$2.9 milliQn, Qr.27 percent. The Agri~ulture Fund prQvided the bulk Qf the mQney, 
$6.6 milliQn, Qr 62 percent. 

The pesticide mill tax is the primary SQurce Qf mQney frQm the Agriculture 
Fund. Pesticide manufacturers pay a tax Qf 8 mills ($0.008) per $1 Qf pesticide sales 
in CalifQrnia. Under law, the cQunties receive five-eighths Qf this mQney fQr pesti­
cide regulatQry activities, and the department retains three~eighths Qf the mQney 
to, help fund its pesticide regulatQry acti,vities. . . . .. 

The budget prQPQses tqtal expenditures. Qf$17.2 milliQn fQr the Pesticide Regula­
tory prQgram in 1981-82. The General Fund· WQuld prQvide $9.9milliQn, Qr57 
percent Qfthis amQunt; The entire 62 percent increase in prQgranl CQsts Qver this 
three-year periQd wQuldcQmefrQmthe General Fund. . . . 

In Qrder to, implement the new regulatiQns, the department requested, and the 
Legislature apprQpriated, $5.2milliQn from the General Fund to, augment the 
Pesticide RegulatQry prQgram in 1980-81. The department indicated that its. 1980-
81 budget request was fQr the .first year Qf a tWQ-year phase-in Qf the new regula­
tQry prQgram. AccQrdingly, the budget fQr 1981-82 requests an increase Qf $1,086,-
899 .and 21.3 persQnnel~years to, cQmplete the phase-in. The requested increase 
includes $455,678 iri additiQnal cQunty subventiQns. This increase is due to, two 
factQrs. The 1980-:81 subventiQns did nQt prQvide fQr full-year func:ling because the 
new permit regulations did nQt take effectlllltilJanuary 1981. Second, the budget 
requestprQvidesmQney in 1981-82 to, fund previously granted increases Qf 10% 
in the cQunties'salaries and operating expenses, compared withcQst levels in 
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1979-80. (This in~rease is for th~ salary increases granted p~blic employees during 
the current year.) The remainging $631,221 will fund 21.3 additional personnel­
years in the department, primarily for pesticide registration. 

We recommend approval of the proposed increase. The department should 
have the opportunity to implement the plan which was presented to and approved 
by the Legislature last year. The coming summer will provide the first major test 
of the complete new program .and provide a basis forjudging the accuracy of the 
department's cost estimates. 

Supplemental Language Reports 
In the Supplemental Report to the 1980 Budget Act, the Legislature requested 

four reports on the. operation of the Pesticide Regulatory program from the de­
partment: 

1. Workload data pertaining to the time required. to process new pesticide 
registrations. Due December 15, 1980. 

2. Lists of registered pesticides for which laboratory tests indicate long-term 
health hazards or for which there is insufficient data to determine the long­
term health effects. Lists of pesticides to which pregnant women should not 
be exposed and conditionally registered pesticides are also required. Due 
December 31; 1980. 

3. Workload data pertaining to the time required for county staff to issue per­
mits, review notices of intention and to make preapplication inspections. Due 
May 15, 1981. 

4 ... A breakdown of the costs imposed on county agricultural commissione and 
on agricultural producers by the new regulatory program. The following are 
also required: 
• A list of instances in which permits were denied and the reasons for such 

denials, 
• A comparison of the number of pesticides registered under the new regula­

tionswith the number registered during comparable periods in the past. 
• The backlog of registration requests and the status of any reevaluations of 

registered pesticides. Due Mar 15, 1981. 

Registration Workload 
The first two of these reports have been submitted to the Legislature. In the 

registration workload report, the department indicates that, as of November 30, 
1980, it had a backlog of 547 applications for registration. Duringthe preceding 11 
months it had approved 939 registration applications and denied 372 applications. 
According to department staff, only six of these registration applications involved 
active ingredients which were not already registered for use in California. About 
one-half of the 939 registratiori requests involved nonsubstantive changes to exist­
ing registrations; such as a change in the address of the registrant or a change in 
the brand name of the material. Such requests do riot requirethesubmissiori of 
additional data or scientific evaluation: by the department; 
. The departmenes report does not indicate how much newdatavvas required for 

the substantive registration requests. According to the report, many data packages 
were incomplete and considerable staff time was required in these cases to contact 
the pesticide companies and obtain the additional data. The dep!lrtmentexamined 
a s~t>leof 60 substantive registration requests processed in 1980. Ali average of 
161.7vvorking days elapsed betweerithe time a data package was complete enough 
to route to the evaluation scientists and the time a proposed registra.tion decision 
was made: the registration regulations require the department to make a deCision 
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within 60 days after the submission of a complete data package, except that the 
deadline is 120 days in the case ofa new active ingredient. Processing time, 
however, may not accurately reflect workload. For example, if the critical bottle­
neck involves waiting for applicants to respond to questions about the data they 
submit, then changes in the size of the registration staff may not significantly 
shorten processing time. 

Health Effects Information 
The department submitted the health effects report in January 1981. According 

to this report, there were 9,897 pesticides registered for use. in Californill as .of 
November 26, 1980. These pesticides contain approximately 1,500 different active 
ingredients. The report indicates that the department has no systematic means of 
identifying those registered pesticides which have been shown to cause cancer or 
other chronic health effects in laboratory tests or to identify those pesticides for 
which it does not have data on which to make this judgment. The department 
hopes to have a new automated data system called "Test Titles" completed within 
a year. This system would list the types of test data contained in the department's 
files for eachregistered pesticide. The new data system, however, will not indicate 
what the results of each test were or the validity of those results. 

Reevaluation of Pesticides 
The Environmental Protection Agency (EPA) began a process called the rebut­

table presumption against registration (RPAR) in 1975. The :aPAR process begins 
when EPA becomes aware of any new evidence of a potential hazard· to hUman 
health or wildlife from a pesticide. According to the department's report, 1,848 
pesticide products currently registered in California contain active ingredients 
now in the RP AR process. In addition, 179 currently registered products contain 
active ingredients which have been through the complete RP AR process and may 
require additional restrictions. The 1,848 pesticides now in the RPAR process 
contain 28 different active ingredients. 

The department has its own reevaluation process, which is similar to the RPAR 
process in that new information about the hazards of a pesticide may trigger an 
investigation and an analysis of the risks and benefits associated with the pesticide. 
The department is now reevaluating the registrations of 65 pesticides contairiirig 
15 different active ingredients. Five of these 15 active ingredients are also tinder 
review in the EPA's RPAR process. 

Both the EPA's RPAR process and the department's reevaluation process are, 
in a sense, crisis oriented. That is, they respond to new information, often from 
outside the agency, which indicates a previously unrecognized hazard; As a practi~ 
cal matter, the department and the EPA must concentrate on those pesticides for 
which a problem has been identified. The job of evaluating pesticides in regular 
use in order to determine whether any unrecognized hazards exist has a lower 
priority. In the past, pesticide manufacturers were not required to submit the 
extensive test data which is now required at both the state and the fedetallevel. 
Nor did government agencies review test data to determine whetherthay met 
rigorous scientific standards. Because of this, important information may be miss". 
ing for some pesticides which have been used for many years. In addition, new 
information may have been developed since the original registration occurred. 

Section 12824 of the Food and Agricultural Code requites the Director of Food 
and Agriculture to develop "an orderly program for the continuous evaluation of 
all economic pois()ns actually registered." The department does not have such a 
program. Instead, reevaluation takes place when a problem is brought to the 
department's attention. 

At the national level, the EPA has begun the Registration Standards program, 
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which involves "a thorough review of the entire scientific data base underlying 
pesticide registrations and an identification of essential but missing scientific stUd­
ies which may not have been required with the product was initially registered." 
The Registration Standards program may require new testing or a repetition of 
previous tests. Each standard will address a group of pesticides containing the 
same active ingredient. Sixty active ingredients are now in the standards develop­
ment process, but the EPA estimates that it will take another 10 years to develop 
standards for the 600 most important active ingredients. The department should 
not, and could not, duplicate this massive federal effort. However, the department 
should closely monitor the progress of the federal program in order to make use 
of new information developed by it and to inform the EPA of any specific Califor­
nia concerns which should be addressed. 

Replacement of Federal Funds Not Justified 
We recommend that (l) $318,776 requested from the General Fund in Item 857-001-001 

to partially compensate for the loss of federal funds be deleted because adequate federal 
funds will be available in the budget year, and (2) the rei event control language be deleted 
because it is not needed. 

The budget requests $3~8,776 from the General Fund to compensate for the loss 
of an equal amount of federal funds available from the Environmental Protection 
Agency (EPA) for pesticide use enforcement. The budget change proposal sub­
mitted by the department to support this request indicates that the pesticide 
program will receive $788,272 in federal funds during the current year, but that 
no federal funds are expected during 1981-82. The $318,776 would allow continua­
tion. of the most important federally-funded activities. 

The EPA and department staff now indicate, however, that the department will 
probably receive approximately $515,000 in new federal funds (not counting any 
carryover from fiscal year 1980-81) in 1981-82.This amount would be more than 
sufficient to continue the activities for which the department is requesting the 
General Fund augmentation. 

Department staff now state that the budget change proposal was incorrect, and 
that the budget is not accurate. Nevertheless, the department continues to request 
the additional $318,776, although it has not presented any new budget change 
proposal to explain why it needs these additional funds. Consequently, we see no 
justification for this General Fund augmentation and recommend that the funds 
be deleted. 

The Budget Bill contains control language applicable to this item which states 
that if the amount of federal funds received by the department for the pesticide 
program exceeds $188,000 during 1981-82, the excess shall be used to reduce the 
department's General Fund appropriation at the discretion of the Director of 
Finance. The department states that it does not wish to use these federal funds to 
reduce· its General Fund appropriation, and that this control language was the 
result of a misunderstanding between itself and the Department of Finance. 

In any event, this language will no longer be necessary if our recommendation 
is adopted. 

Urban Pesticide Information Project 
We recommend that the Department of Finance correct an oversight in the. budget which 

resulted in the omission of $87,834 from the Environmental License .Plate Fund needed to 
provide 3 personnel-yearsof temporary help in order to complete the urban pesticide infore 
mationproject. 

Last year, the Department of Food and Agriculture requested and received 
$131,403 (including salary increases) from the Environmental License Plate Fund 
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for the first year of a two-year urban pesticide information project. With these 
funds, the department has purchased a trailer and outfitted it with various audio­
visual equipment and educational materials. The money also funds 3 personnel­
years of seasonal help to staff the trailer and operate the project. The staff and 
trailer will travel to various urban and suburban sites such as nurseries and shop­
ping centers (initially in the Sacramento area), in order to inform the public about 
pest management techniques, the safe storage and use of pesticides, the selection 
and care of trees and shrubs, and to aid the public in identifying pest problems. 
The department plans to have the staff and trailer in the field by March 1981. Visits 
to various communities will continue throughout the summer and fall. The pro­
gram is designed as a pilot project. Its effectiveness would be evaluated during 
1981-82. 

The department requested $87,834 for 1981-82 in order td fund· 3 personnel­
years of seasonal help, operating expenses, and $15,000 for contracts to evaluate the 
project. Apparently, however, the department did not notify the Resources 
Agency, which administers the Environmental License Plate Fund, of its request 
for second-year funding. As a result, the agency did not recommend the project 
for inclusion in the 1981-82 budget, and the program was therefore automatically 
deleted by the Department of Finance. 

The major equipment purchases and the groundwork for this project will be 
accomplished in the current year, but these efforts will be wasted unless the 
project can operate through the summer and fall of 1981. The Department of 
Finance should submit a correction to the Budget Bill to add a new Item 857-001-
140 in order to appropriate $87,834 for this pilot project. The budget projects an 
accumulated surplus of $2,487;580 in the Environmental License Plate Fund as of 
June 30,1982, so that this additional appropriation would be within the resources 
of the fund. 

Fund Transfer Mechanics 
We recommend that the Department of Finance and the Controller prepare Budget Bill 

language to resolve technical problems involving transfers between the Fair and Exposition 
Fund and the General Fund ' 

Section 11.12 of the 1980 Budget Act requires the transfer of $16,132,500, less 
certain specified deductions, from the Fair and Exposition Fund to the General 
Fund. The amount to be transferred is horseracing revenue which is due to the 
General Fund. Chapter 952, Statutes of 1979, revised the method of allocating state 
horseracing revenues to the Fair and Exposition Fund, and in doing so, inadver­
tently eliminated authority to make this transfer. Section 11.12 was added to the 
1980 Budget Act to provide for the transfer in the current year. The Controller, 
however, had not anticipated this change in law or the transfer required by the 
Budget Act language, and had made some transfers under the authority of prior 
law. As a result, Section 11.12 of the 1980 Budget Act will transfer an excessive 
amount from the Fair and Exposition' Fund to the General Fund. The Department 
of Finance and the Controller should determine the correct amount of the transfer 
needed to satisfy the intent of the Legislature in enacting Section 11.12; and 
prepare any technical Budget Bill amendments required to carry out this intent 
so that this language may be included in the 1981 Budget Bill, 
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DEPARTMENT OF FOOD AND AGRICULTURE-CAPITAL 
OUTLAY 

Item 857-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. GG 110 

Requested. 1981-'82 ......................................................................... . 
Recommendation pending ............................................................ . 

SUMMARY OF· MAJOR ISSUES AND RECOMMENDATIONS 
1. Truckee Inspection Station-Phase II. Withhold recommenda­

tion on proposed construction. 

ANALYSIS· AND RECOMMENDATIONS 

Phase II-Truckee 

$222,000 
222,000 

Analysis 
page 

1556 

We withhold recommendation on Item 857-301-036(a) for phase II construction at the 
Truckee Agricultural Inspection Station. 

The budget proposes the expenditure of $222,000 from the Special Account for 
Capital Outlay, General Fund, for phase II construction at the Truckee Agricul­
tural Inspection Station. The Legislature has previously appropriated $61,721 for 
planning related to this project. This amount has been released by the Public 
Works Board for archaeological investigation of the site ($43,921) and for prelimi­
nary plans ($8,800). The total project cost is anticipated to be $239,800. 

The work consists of reconditioning/expansion of the agricultural station to 
provide for safe operation, expanded capacity to facilitate traffic flow; and continu­
ance of the pest exclusion program. The proposed expansion would (1) widen the 
existing 20-foot truck bypass area by an additional 30 feet, (2) widen the existing 
secondary inspection and parking area by 4,000 square feet, and (3) construct a 
wood-frame truck inspection office north of the new truck lanes. The department 
indicates that the proposed improvements at this facility would alleviate the prob­
lem of trucks and other traffic being backed up alongthe freeway during peak 
traffic periods. . . 

We withhold recommendation on the project. The project has recently been 
reduced in scope. While a 1981-82 budget estimate has been submitted to our 
office, preliminary plans':"-'which are 60 percent complete as of January 1981--:-are 
still in progress at the State Architect's Office. We therefore withholdrecommen­
dation on the project,· pending receipt of the completed preliminary plans. 
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POLITICAL REFORM ACT 

Item 864 from the General 
Fund Budget p. GG 112 

Requested 1981--82 ........................................•.. : ............................. . 
Estimated 1980-81 ............................•............................................... 
Actual 1979-80 ................................................................................. . 

$2,327,323 
2,251,247 
1,805,504 

Requested increase (excluding amount' for salary 
increases) $76,076 (+3.4 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES.AND RECOMMENDATIONS 
1. Funding for Secretary of State. Reduce Item 864-001-(J()1 by $30,-

000. Recommend reduction, based on historical pattern of over­
budgeting. 

2. Staffing for Franchise Tax Board Reduce Item 864-001-001 by 
$323,000 and .12.3 personnel-years, Recommend reduction to 
eliminate excess personnel. . 

GENERAL PROGRAM STATEMENT 

$353;000 

Analysis 
page 
1559 

1560 

The Political Reform Act of 1974, an: omnibus elections measure, includes provic 
sions relating to (l)caIllpaign expenditure reporting and contribution limitations, 
(2)conflict-of-interest cO,desand related disclosure statements required of public 
officials, (3) the state ballot pamphlet, (4) regulation of lobbyist activity, and' (5) 
establishment of the Fair Political Practices Commission (FPPC). 

Funds to implement thes~provisions are budgeted for foW state agencies. (Sec­
retary of State, FranchiseT::(XBoard, Attorney General and Fair Political Practices 
Commission). Support for one of these agencies, the Fair Political Practices Com­
mission, is provided directly by the Political Reform Act of 1974. Funds for the 
other three agencies and any additional funds forthe commission are provided by 
the Legislature. through this budget item. 

Chapter 1075, Statutes of 1976, requires a·separate budget item indicating (1) 
the amounts to be appropriated to agencies other than thecommission, (2) any 
additional amounts required to be appropriated to the commission, and (3) for 
information purpoSes, the continuing appropriation provided the commission by 
the Political Reform Act of 1974. 

Table 1 identifi,es the departments which will expend funds in support of the act, 
the generalJtinction each performs, and their estimated expenditures during the 
prior, current and budget years. The subtotal represents thatamount appropriated 
through the Budget Act for support of the Political Reform Act. The total repre~ 
sents that amount available for carrying out the act's provisions, and includes funds, 
appropriated by the Budget Act and the continuing appropriation. made by Sec-
tion 83122 of the Government Code. . . 

Secretary of State Duties 
Responsibilities assigned to, the Secretary of State by the Political Reform Act 

of 1974 include receiving campaign expenditure statements imd the registration 
oflobbyists. In addition, the Secretary of State prints and makes available informa­
tion listed in lobbyist registration stateIllents. Work performed in accordance with 
the Political Reform-Act is.estimatedto cost $552,307 in the budget year, which 
includes $8,200 in reimbursements.' This represents an increase of 4.4 percent 
above anticipated currE'mt"yeatcosts of $528,937. 



Table 1 
Support for Political Reform Act of 1974 

Function 

Secretary. of State .................................................................................... Filing of 
documents 

Secretary of State .................................................................................... Reimbursements 
Franchise Tax Board ........................................ ,..................................... Auditing 

statements 
Attorney· General.................................................................................... Enforcement 
(a) Fair Political Practices Commission (through Budget Act) Administration 

of act 
Subtotals ........................................................................................... . 

(b) Fair Political Practices Commission (through Section 83122 
Government Code) ...................................................................... .. 

Totals, Political Reform Act ............................. : ........................ .. 

Actual 
1979-80 

$421,724 

-10,253 
1,188,083 

205,950 

$1,805,504 

1,529,346 

$3,334,850 

Estimated 
1980-81 

$528,937 

-13,904 
1,509,241 

226,973 

$2,251,247 

1,743,402 
$3,994,649 

Proposed 
1981-82 

$552,307 

-8,200 
1,551,163 

232,053 

$2,327,323 

1,762,984 

$4,090,307 

Amount 
Change 
1980-81 

to 
1981-82 

$23,370 

5,704 
41,922 

5,080 

$76,076 

19,582 

$95,658 

Percent 
Change 
1980-81 

to 
1981-82 

4.4% 

-41.0 
2.8 

2.2 

3.4% 

1.1 

2.4% 
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Franchise Tax Board Duties 
The Political Reform Act requires the Franchise Tax Board (FTB) to audit the 

financial transaction statements of (1) lobbyists, (2) candidates for state office and 
their committees, (3) committees supporting or opposing statewide ballot meas­
ures, and (4) specified elected officials. The department's auditing responsibilities 
are performed by a separate division, the Political" Reform Audit Division (PRAD). 
FTB proposes budget-year expenditures for PRAD of $1,551,163, an increase of 
$41,922, or 2.8 percent, over estimated current-year expenditures. Staffing for 
PRAD is budgeted at 45.4 personnel-years in 1981-82, which is the same as in the 
current year. 

Attorney General's Duties 
The Political Reform Act requires the Attorney General to enforce the criminal 

provisions of the act with respect to state agencies, lobbyists and state elections. 
In addition, the Attorney General is required to provide legal advice and represen­
tation to the commission without charge. Current-year expenditures to provide 
required services are estimated at $226,973, and $232,053 is requested for the 
budget year, an increase of 2.2 percent. 

Fair Political Practices Commission 
The Fair Political Practices Commission is responsible for the administration 

and implementation of the act. The commission consists of five members, includ­
ing the chairman and one other member who are both appointed by the Governor. 
The Attorney General, the Secretary of State and the State Controller each ap­
point one member. The commission is supported by a staff hired under its author­
ity, and receives a statutory General Fund allocation adjusted annually for 
cost-of-living changes based on an initial allocation of $1 million. 

In accordance with the Political Reform Act, the commission's statutory budget 
for 1981-82 is $1,762,984. The Governor's Budget does not provide any funds above 
the statutory minimum. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $2,327,323 from the General Fund to 

carry out the provisions of the Political Reform Act in 1981-82. This is $76,076, or 
3.4 percent, more than estimated current-year expenditures. This amount will 
increase by the amount of any salary or staff benefit increase approved for the 
budget year. The funds appropriated by Item 864-001-001 are transferred by the 
State Controller to the items supporting the agencies responsible for the various 
functions mandated by the act. 

Overbudgeting for Secretary of State 
We recommend a reduction of $3o,(}()fJ, based on a pattem of reverting funds. 

Our review of prior-year expenditures by the Secretary of State for· Political 
Reform Act duties reveals a pattern of overbudgeting for this program. As a result, 
the Secretary of State's portion of the Political Reform Act budget has consistently 
reverted funds at the end of each fiscal year. This pattern of reversion is shown 
in Table 2. 
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POLITICAL REFORM ACT-Continued 

Table 2 
Political Reform Act 

Secretary. of State Reversions 

Appropriation .. , ....................................................................................... .. 
Amount reverted ................................................................................... . 
Percent reverted ......................................................................... , ........... . 

1979-80 
$464,635 
-53,164 

11.4 

1978-79 

$435,126 
-38,519 

8.9 

Item 864 

1977-78 

$419,110 
-67,836 

16.2 

The average amount reverted during the three-year period since the program's 
inception is $53,173. We believe an adjustment to the budget should be made to 
reflect this pattern of overbudgeting. However, in recognition of the relatively 
short period of time during which the program has been operating, and to allow 
for· unforeseen cop.tingencies, we recommend a more conservative reduction of 
$30,000 (rather than $53,(00) from the amount to be appropriated to Secretary of 
State for administration of the Political Reform Act. 

Excessive Staffing for Franchise Tax Board 
We recommend a reduction of $323,()(}() and 12.3 personnel-years to eliminate overbudget­

ing of Franchise Tax Board workload needs. 

The Franchise Tax Board (FTB) is budgeted for 45.4 personnel-years to fulfill 
its audit requirements under the Political Reform Act. This staffing level was 
established in 1980-81, based on the board's assessment of the resources it would 
need to handle workload requirements over the four-year period 1980--81 through 
1983-84. 

Our analysis indicates that the budgeted staffing level of 45.4 personnel-years 
overstates the department's workload needs. Table 3 presents the distribution of 
resources between direct and support activities, as requested in the budget, and 
the distribution which we believe more accurately reflects FTB's staffing require­
ments. The difference between the budgeted and recommended totals represents: 
(1) changes resulting from the availability of new information, and (2) changes 
which FrB should have reflected in developing its 1981-82 support requirements. 

Table 3 

Franchise Tax Board 
Political Reform Audit Program 

1981-32 Personnel·Years 

1981-82 Personnel· Years 
Legislative 

Budget Analyst's 
Request Proposal 

Direct activities ..................................................................... . 33.6 28.8 
Support (by FrB division): 

Administration ................................................................... . .5 .5 
Prograin services ............................................................. . 
EDP ...................... : .............................................................. . 

3.9 2.3 
4.8 0 

Operations ......................................................................... . 2.3 1.2 
Compliance ....................................................................... . .2 .2 
Legal ........ , ........................................................................... . .1 .1 -- --

Subtotals, support ......................................................... . (11:8) (4.3) 
Totals ....................................................................................... . 45.4 33.1 

Difference 
~4:8 

-1.6 
-4.8 
-1.1 

(-7.5) 
-12.3 

With regard to direct activities, we recommend-and the board concurs..,.-a 
reduction of 4.8 personnel-years corresponding to five authorized positions. Based 
on experience to date in 1980--81, four positions budgeted for 1981-82 are simply 

. not needed to fulfill the board's workload requirements. In addition, we recom,. 
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mend that one auditor position be eliminated, as recent information from. FTB 
indicates that the audit production rate for lobbyist statements has been much 
better than projected. 

With regard to support activities, we recommend that only 4.3 persoruiel-years 
-rather than the budgeted 11.8--be funded in 1981-82. The largest reduction, as 
shown in Table 3, is in.electronic data processing (EDP), where we recommend 
that all 4.8 personnel-years budgeted be eliminated. Prior to 1980-81, FTB re­
quired data processing support to handle some of its Political Reform Act work­
load; however, all work is now manually processed. The- inclusion of the EDP 
positions in the four-year cycle staffing level was simply a budgeting error which 
the department acknowledges. 

We also recommend two other reductions in the support actiVities budget: (1) 
a 1.1 personnel~yeat reduction in operations, and (2) a 1.6 personnel-year reduc­
tion in program services. Both of these· reductions are based on updated, actual 
figures provided to us by FTB as to. the actual level of support required. 

FTB maintains that, with respect to the support funding recommended for 
elimination from the EDP. and program services divisions, some .portion reflects 
an allocation of the board'soverhead costs. That is, the board must incur certain 
costs (for example, payments on the computer), regardless of how these costs are 
allocated between the Political Reform Act item and FTB's general support item. 
Thus, by eliminating the reimbursement for fixed costs, our recommended sup­
port reductions result in an increase in the portion of fixed costs which must be 
borne by the board's general support budget. FTB has not, however, provided us 
with information sufficient to justify an· augmentation to their general support 
budget to account for this reallocation. . 

PUBLIC UTILITIES COMMISSION 

Item 866 from the General 
Fund and various other funds Budget p. GG 113 

Requested 1981-82 ........................................................... ~ ............. . 
Estimated 1980-81 .......................................................................... .. 
Actual 1979-80 .................................. , ............................................. .. 

Requestedincrease (excluding amount for salary 
increases) $1,569,128 (+4.6 percent) 

Total· recommended reduction .................................................. .. 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
866-OO1'OOl~PublicUtilities Commission, Primary 
866-001'()l9-Energy Programs 

866-001-412-Transportation Regulation 

866-OO1.Q41-Representation before the Civil 
Aeronautics Board 

Total 

Fund 
General 
Energy Resources 
Conservation and 
Development Special 
Account 
Transportation Rate 
Fund 
Aeronautics Account, State 
Transportation 

$35,286,892 
33,717,764 
27,741,110 

$1,016,493 

Amount 
$18,820,300 

3,968,704 

12,371,022 
126,866 

$35,286,892 



1562 / GENERAL GOVERNMENT Item 866 

PUBLIC UTILITIES COMMISSION-Continued 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. General Fund Deficiencies. Recommend that the commission 

comment on (a) the prospect for a General Fund deficiency in 
1980-81, and (b) the actions being taken to improve its fiscal man­
agement. 

2. Highway Carrier Minimum Rate Tariffs. Reduce Item 866-(}()1~412 
by $200,()(J(}. Recommend reduction to reflect the savings that the 
commission estimated would result if it stopped revising the mini­
mum rate tariff for general freight. 

3 .. Postage. Reduce Item 866-(}()1-412 by $258, 782. Recommend elimi­
nation of funds to mail tariffs that have belm discontinued. 

4. Transportation Energy Efficiency Plan. Recommend the commis­
sion report on fuel savings resulting from the plan. 

5. Cogeneration Contracts Review. Reduce Item 866-(}()1-0l9 by $16~-
387. Recommend elimination of 5 proposed positions due to lack 
of workload justification. 

6. Energy Policy Analysis. Reduce Item 866-(}()1-019 by $141,951. 
Recommend elimination of funds for four proposed positions be­
cause workload for the positions has not been specified. 

7. Alternative Energy Sources. Reduce Item 866~(}()1-019 by $76,145. 
Recommend elimination of 2 proposed positions which would du­
plicate other existing and proposed research and review staff. 

8. Energy Cost Adjustment Clause. Reduce Item 866-(}()1-019 by $115,-
520. Recommend elimination of three proposed -new positions 
due to lack of workload justification. 

9. Consumer Affairs. Reduce Item 866-(}()1-(}()1 by $56,708. Recom­
mend reduction in funds for new consumer complaints positions 
because commission is proposing alternative methods to reduce 
workload. 

GENERAL PROGRAM STATEMENT 

Al1alysis 
page 
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1572 

1572 
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1573 

The Public Utilities Commission (PUC), created by constitutional amendment 
in 1911, is responsible for the regulation of privately owned public utilities. The 
term "public utility" includes such entities as electric, telephone, gas, warehouse, 
truck, bus, airline companies and pipeline corporations. For operating purposes, 
however, the PUC distinguishes between regulation of "transportation" compa­
nies and regulation of the remaining "utilities." 

The commission's primary objective is to insure adequate facilities and services 
for the public at reasonable and equitable rates, consistent with a fair return to the 
utility on its investment. It is also charged by state and. federal statutes with 
promoting energy and resource conservation in its rate-making and other deci­
sions. 

The commission is composed of five members appointed to staggered six-year 
terms by the Governor with the advice and consent ofthe Senate. The commis­
sioners annually elect one of their members as president. The executive director 
serves as the administrative head of the commission. 

The commission must approve all changes in operating methods and· rate 
schedules proposed by regulated utilities and transportation companies. It investi­
gates complaints registered against utilities and may also initiate investigations of 
utility companies on its own volition. 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 
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California Supreme Court, whose review power is limited to questions of law. 
The commission is headquartered in San Francisco and has an area office in Los 

Angeles and some staff located in 14 transportation division field offices through­
out the state. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes four appropriations totaling $35,286,892 from various state 

funds for support of the Public Utilities Commission in 1981-82. This is an increase 
of $1,569,128, or 4.6 percent, over estimated current-year expenditures from these 
funds. In addition, the budget proposes an appropriation of $465,432 from the 
Federal Trust Fund, and $2,645,963 in reimbursements. Proposed expenditures 
from all sources offunds total $q8,398,287, which is $1,365,416, or 3.7 percent more 
than estimated current-year expenditures. This amount will increase by the 
amount of any salary Or staff benefit increase approved for the budget year. 

The General Fund share of the commission's budget is $18,820,300, which is a 
0.3 percent decrease from the 1980-81 level. Other resources come from the State 
Energy Resources Conservation and Development Fund, the Transportation Rate 
Fund, the Aeronautics Account of the State Transportation Fund, and the Federal 
Trust Fund, as detailed in Table 1. 

Table 1 
Public Utilities Commission 

Budget Summary 

Regulation of Utilities 
Rates ................................................. .. 
Service and Facilities .................. .. 
;Certification .................................. .. 
Safety .............................................. .. 

Subtotals ..................................... . 
Regulation of Transportation 

.Rates ................................................ .. 
Service and Facilities .................. .. 
licensing ......................................... . 
Safety .............................................. .. 

Subtotals .................................... .. 
Administration 

Utilities ........................................... .. 
Transportation .............................. .. 

Subtotals ..................................... . 
Totals .......................................... .. 

Special Adjustment" ........................ .. 
Adjusted Totals ................................ .. 
General Fund ................................... . 
State Energy Resources 
Conservation and Develop- .......... .. 
ment Special Account 
Transportation Rate Fund ............. . 
Aeronautics Account, State 
Transportation Fund ...................... .. 
Federal Funds .................................. .. 
Reimbursements .............................. .. 
Personnel years ................................. . 

Actual Estimated Proposed 
1979-80 1980-81 1981-82 

$9,686,288 
3,042,908 
2,145,700 

954,537 

$15,829,433 

$7,635,838 
742,844 

4,195,422 
1,672;765 

$14,246,869 

($3,703,264 ) 
(2,672,156) 

($6,375,420) 
$30,076,302 

$30,076,302 
$17,044,550 

381,809 

$10,314,751 

239,549 
2,096,643 

868.4 

$11,200,276 
3,933,563 
2,649,821 
1,535,049 

$19,318,709 

$9,271,059 
1,009,590 
5,101,924 
2,331,589 

$17,714,162 

($4,372,971) 
(3,160,523) 

($7,533,494) 
$37,032,871 

$37,032,871 
$18,881,551 

2,820,653 

$12,015,560 

572,466 
2,742,641 

946.4 

$12,237,568 
4,419,768 
2,804,453 
1,598,877 

$21,060,666 

$9,536,839 
1,040,125 
5,257,341 
2,303,316 

$18,137,621 

($5,325,486) 
(2,926,434) 

($8,251,920) 
$39,198,287 

-800,000 
$38,398,287 
$18,820,300 

3,968,704 

$12,371,022 

126,866 
465,432 

2,645,963 
972.1 

Change 
Amount Percent 

$1,037,292 
486,205 
154,632 
63,828 

$1,741,957 

$265,780 
30,535 

155,417 
-28,273 

$423,459 

$952,515 
-234,078 

$718,426 
$2,165,416 
-800,000 

$1,365,416 
-61,251 

1,148,051 

$355,462 

126,866 
-107,034 
-96,678 

25.7 

9.3 
12.4 
5.8 
4.2 

9.0 

2.9 
3.0 
3.0 

-1.2 

2.4 

21.8 
-7.4 

9.5 
5.8 

N/A 
3.7 

-0.3 

40.7 

3.0 

N/A 
-18.7 
-3.5 

2.7 

" The administration proposes to reduce the 1981-82 budget by $800,000 and 19 positions. The positions 
currently perform regulatory workload that would be affected by proposed legislation (SBIlI, 
AB251) 



1980-81 Current-Year Revised ............................................. . 
1. Workload Changes 

Energy issues ................................................................... . 
Consumer affairs ............................................................. . 
Policy analysis ........................................... ······· ................. . 
Consultant Services .............................. ·················· ......... . 
Other utility workload .................................................... . 
Power plant certification ............................................... · 
Administration ........................................................ : ........ .. 
Data processing ............................................................... . 
Section 20 .reductions .................................................... .. 
Rapid Transit safety ............. ; .... : .. : .... : ............................ . 

2. Cost Changes 
Personal· services ................................. ; .......... :.; ............. .. 
Operating expenses ..................................................... · .. .. 

'l Program Ch~nges 
Solar energy' demonstration project ......................... .. 
Forecasting utility rates and fmancing .; .................. .. 
Auditing utility management and research ............ .. 
Other utility ..................................................................... . 
Special adjustments . . 

Small water and sewer companies ........................ .. 
PBX and radiotelephone ........................................... . 
Passenger transportation ..................................... : .... .. 

4. Direct appropriation from Aeronautics Account ....... . 

Totals ............................................................................ .. 

Table 2 
Public Utilities Commission 

Proposed Program Changes by Fund 

General 
Fund 

$18,881,551 

46,250 
56,708 

31,467 

22;233 
101,880 

-151,006 

425,779 
88,820 

EReD Transporta-
Special tion Rate 
Account Fund 
$2,820,653 $12,015,560 

569,462 
56,720 

141,951 
-332,710 

31,466 
104,522 
22,231 
81,201 

36,207 
7,415 

284,802 

22,231 
31,469 

249,678 
52,084 

32,225 65,572 

84,393 

-550,000 
-80,000 

-170,000 

$18,820,300 

79,212 

$3,968,704 $12,371,022 

Aero­
nautics 
Account 

$2,556 
325 

123,985 

$126,866 

Federal 
Funds 
$572,466 

-89,532 

-22,956 

$4,513 
941 

$465,432 

Reimburse­
ments 

$2,742,641 

-84,156 

87,219 
24,244 

-123,985 

$2,645,963 

Totals 
$37,032,871 

526,180 
113,428 
141,951 

-332,710 
39,977 

104;522 
66,695 

214,550 
-151,006 
-84,156 

805,952 
173,829 

284,802 
97,797 
79,212 
84,393 

-550,000 
-80,000 

-170,000 
-0: 

$38,398,287 
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As Table 1 shows, the administration proposes a "special adjustment" that would 
reduce General Fund expenditures by $800,000. As a result, total General Fund 
expenditures will decrease by $61,251 in the budget year as compared. to the 
current year. The adjustment is not reflected in the program details because the 
PUC could not provide us with a breakdown of the reduction by program element. 
Staff has informed us, however, that $630,000 will be deleted from the utilities 
program and $170,000 frQm the transportation program. Mter the adjustment, 
utilities will still show the larger increase of the two programs, growing by $1,111,-
957, or 5.8 percent, over last year's expenditures, while transportation grows by 
$253,459, or 1.4 percent. 

The bulk of the proposed increase in the utilities program is for energy-related 
positions and projects, and will be funded from the Energy Resources Conserva­
tion and Development Special Account (ERCDSA). Proposed transportation pro­
gram expenditures would grow only enough to meet cost and workload increases. 
Administration costs, which are allocated to the two regulation programs, show a 
$952,515 increase in the utilities program, due to additional policy research, data 
processing, and legal and judicial positions. 

The workload, cost and program changes proposed for the budget year are 
displayed in Table 2. It Shows that the $1,959,033 increase from the ERCDSA will 
fund not only direct energy research and rate case workload, but also additional 
support services in the data processing and administration sections. ERCDSA 
expenditures for consultants, however, will decrease by $332,710. Other major 
changes include merit salary and price increases and the proposed deregulation 
of small water and sewer companies, PBX and radiotelephones, and charter party 
and sightseeing tour buses. 

Eighty-Eight New Positions Proposed 
The budget proposes 88 new positions and the deletion of 19 positions for 1981-

82. The net increase of 69 positions would bring total authorized staff to 1,001.5, 
an increase of3 percent. Table 3 shows the program and funding distribution of 
the new positions. The total cost of the net staff increase would be $2,299,770. 

The PUC proposes to assign the majority of the. new positions to its utility 
program. The commission requests 26 new positions for (1) review of a three-year 
solar water heater demonstration project which has been ordered by the PUC and 
is to be administered by the utilities, (2) other alternative energy workload, and 
(3) workload connected with energy cost rate-cases. Four positions would be 
added to the policy division, primarily to deal with energy issues, and three posi­
tions would develop methods to forecast utility rates and the effect of potential 
commission decisions on utility financing. Other new staff would extend the scope 
of PUC audits of utility expenditures and provide the commission with more 
information on utility plant and transmission resources. The commission also pro­
poses two utility division positions unrelated to energy issues. One position would 
monitor federal legislation on communications, and one position would do re­
search on gas service and safety issues. 

The commission proposes to make permanent 23 reimbursed positions on the 
natural gas terminal task force, and to continue 10 limited term positions adminis­
tering the Transportation Energy Efficiency Plan (TEEP). 

Finally, in the administration area, the commission is requesting funds to aug­
ment its budget, personnel, data processing and consumer affairs divisions. We 
have reviewed the workload projected for the new positions and, except as noted 
below,· recommend their approval. 
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Table 3 
Public Utilities Commission 
Proposed Position Changes 

Positions Amount 
Energy Issues 

Solar water heater demonstration project ................ 6 
Cogeneration contract review...................................... 5 
Rate-case workload.......................................................... 9 

,Monitor legislation .......................................................... 4 
Alternative energy studies ............................... ,............ 2 

Policy analysis ...................................................................... 4 
Rate and financial forecasting .......................................... 3 
Audits of utility management and expenditures ........ 4 
Power plant certification .......................... ........................ 3 
Gas service and safety standards .................... ................ 1 
Monitor federal regulation of communications............ 1 
Proposed deregulation 

Small water and sewer companies .............................. -13 
PBX and radiotelephone................................................ -2 
Charter party and tour bus deregulation.................. -4 

Transportation Energy Efficiency Plan (continua-
tion) ................................................................................ 10 

Liquified natural gas terminal task force (continua-
tion) ................................................................................ 23 

Consumer affairs .................................................................. 4 
Data processing .................................................................... 7 
Administration ...................................................................... 2 

Totals .................................... ;......................................... 69 

$208,657 
167,387 
324,990 
123,335 
76,145 

141,951 
97,796 

142,145 
104,522 
35,552 
48,841 

-550,000 
-80,000 

-170,000 

326,785 

906,991 
113,428 
213,540 
66,695 

$2,298,760 

Item 866 

Funds" 

ERCDSA 
ERCDSA 
ERCDSA 

GF, ERCDSA 
ERCDSA 
ERCDSA 

GF,ERCDSA 
GF, ERCDSA 

ERCDSA 
GF 
GF 

GF 
GF 
GF 

TRF 

Reimbursements 
GF,ERCDSA 

GF, ERCDSA, TRF 
GF, ERCDSA, TRF 

"Energy Resources Conservation and Development Special Account (ERCDSA), Transportation Rate 
Fund (TRF) , General Fund (GF). ' 

Railroad Safety and Nuclear Power Controls Continued 
The Legislature adopted control language in the 1980 Budget Act concerning 

railroad safety and nuclear power. The same language is proposed in the 1980 
Budget Bill. 

Two of the proposed provisions require the PUC to report quarterly to the 
Legislature on its railroad safety enforcement activities, and prohibit it from trans­
ferring positions from the railroad operations and safety section to any other 
section or branch within the transportation division. A further provision exempts 
the PUC from these requirements if the federal government preempts the PUC's 
jurisdiction in railroad safety matters. 

Additional cOiltrollanguage imposes restrictions on potential commission in­
volvement in nuclear power issues. It prohibits the commission from contracting 
for legal services to appeal federal decisions against the PUC or the Energy Com­
mission concerning the use of nuclear power for generating electrical energy 
unless the commission gives 30-days' advance notice to the Legislature. The same 
restrictions apply to contracted legal services for participating in court actions or 
federal administrative actions concerning nuclear power plants which provide, or 
would provide, electrical energy to California. 
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Special Adjustment Reduction Tied to Proposed Deregulation 
The budget proposes a reduction of $800,000 in General Fund support. The 

reduction would result in the elimination of 19 positions which currently review 
certificate and rate or tariff applications from small water and sewer companies, 
PBX and radiotelephone companies, and charter party, sightseeing and tour bus 
companies. 

The administration is simultaneously proposing legislation that would deregu­
late or alter current statutes applicable to these utilities. Radiotelephone and PBX 
services would be completely deregulated. Provisions affecting deadlines for com­
mission action on water and sewer company rate-change applications would be 
amended, and the need for formal commission action on these applications would 
be curtailed. Finally, the proposed legislation would abolish the requirement that 
the commission make a finding that a passenger stage company which is serving 
an area is not providing adequate service before it licenses another company to 
serve the same area. "Passenger stage corporations" include bus companies pro­
viding inter-city service, and charter party, sight-seeing and tour buses. 

Commission Leaves Aeronautics' Positions Unfilled 
Until 1979-80, the commission had 14 positions authorized to regulate intrastate 

airline service and represent the state's interests before federal regulatory agen­
cies with jurisdiction over air passenger travel, including the Civil Aeronautics 
Board (CAB). Following the 1978 federal Airline Deregulation Act, however, the 
courts ruled that the regulatory functions delegated by state law to the PUC must 
be performed by the CAB. The 14 aeronautics positioris were deleted from the 
1979-80 budget. 

For 1980-81, the Department of Transportation requested 2.8 positions and 
$112,000 to represent the state's interests before the CAB, particularly on issues 
regarding essential air services for small cities. The Legislature transferred the 
funds and the positions from the department to the PUC, which is required by 
statute to perform this function. 

Although the transfer was shown in the schedule of budget changes and titled 
"State Representation Before CAB," the PUC has left vacant the legal position and 
the· Clerical position which were authorized in the budget. It has assigned one 
transportation engineer to work part-time on a preliminary report on the effect 
of airline deregulation on California. 

The commission informs us that it intends to develp this preliminary report into 
a complete evaluation of deregulation. It could not tell us at the time this analysis 
was prepared, however, what steps it was taking to utilize the information it has 
gathered. It is not actively representing the state before the CAB at this time. 
Nevertheless, the commission requests $126,866 to continue these positions in 
1981-82. 

Commission Unable to Explain Budget Discrepancies 
The workload and fiscal data in the budget show several inconsistent trends and 

in some cases deviate from information provided by PUC staff. 
For example: 

• The budget proposes to decrease administration costs charged to the regula­
tion of transportation program by 7.2 percent, while such costs charged to the 
regulation of utilities program will increase by 21.8 percent. The number of 
administrative personnel allocated to the transportation program and total 
transportation program expenditures, however, show an increase. This means 
that the Transportation Rate Fund, the primary support fund for the transpor­
tation program, will contribute less to overhead costs in the budget year than 
in the current year. The General Fund, in turn, will contribute more because 
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it· is thepriroary support fund for the utilities program.· PUC staff has not 
explained the decrease in administrative costs charged to the transportation 
program. 

• The budget shows General Fund expenditures for the regulation of transpor­
tation program of $3,639,417 in 1979-80, $5,202,662 in 1980--81, and $5,258,906 
in 1981-82. This is an increase of 44.5 percent in two years. The only program 
change during this period which has been identified by the·PUC and which 
is funded by the General Fund is an increase in railroad safety positions. The 
amount budgeted for these positions in the current year, however, is only 
$171,402, which explains only 11 percent of the increase over last year's ex­
penditures. Aside from regular merit and salary increases, PUC staff could not 
explain the remaining increase. in expenditures. 

• The commission spent 41 percent less than the amount in the budget allocated 
to data processin'g in 1977-78, 34 percent less in 1978-79, and 57 percent less 
in 1979-80. The allocations. ranged from $255,000 to $270,000 in these years. 
Current year expenditures are estimated at $255,000, and the budget proposes 
to increase the allocation to $272,850 in 1981-82. When questioned about why 
the budget should not be reduced, based on experience, staff informed us that, 
in fact; projected 1980--81 expenditures are $263,149, or $8,149 more than 
budgeted. Due in part to a proposed lease for a larger computer in the budget 
year, moreover, estimated 1981-82 expenditures are $346,000, or $73,150 more 
than the amount proposed in the budget. Commission staff cannot explain the 
discrepancy, or how the commission plans to pay for the lease of the new 
computer. The commission, with the approval of the Department of Finance, 
is already soliciting proposals for. the equipment. 

• The merit salary adjustment shown in the budgetis $625,533; This is idEmtical 
to last year's adjustment. When questioned about this coincidence, PUC staff 
stated that the correct 1981-82 merit salary adjustment amount should be 
shown as $466,938. 

• At the time. of this Analysis, Our office had not received schedules of reim­
bursements, federal funds, or detailed operating expenses from the commis­
sion. 

• In two cases the supporting material for program changes was drafted to 
justify a different number of positions than the PUC proposes. 

Because the PUC itself does not know, in many cases, what the amounts in its 
budget represent, we are unable to analyze portions of the budget or to advise the 
Legislature on the appropriateness of the amounts proposed . 

. Prospective 1980-81 Budget Deficiency 
We recommend that the commission comment on the prospect of a General Fund deficien­

cy in the current year; and describe what steps it is taking to improve its fiscal management. 

The PUC incurred General Fund deficits of $494,000 in 1978-79 and $468,038 in 
1979-80: In both years, the commission was allotted funds from the Reserve for 
Contingencies and Emergencies to cover the expenses it had incurred. The Finan­
cial and Performance Accountability unit of the Department of Finance reviewed 
PUC's fiscal situation at the time of the application for a 1979-80 deficiency allot­
ment. A department report includes the following observations on the PUC's fiscal 
management: 

"Decisions have been made which have answered the needs of program 
operations; however, those decisions have been made to the detriment of the 
overall fiscal soundness of PUC." 

"The traditiomll methods of achieving (salary) savings are not being utilized 
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by PUC and emphasis on the need to exercise economies has also not been 
impressed on the various division chiefs." 

"One administrative law judge has been carried on the payroll without a 
position for an additional cost of $43,440 per year; not including staff benefits." 

"Numerous positions have been upgraded beyond the level at which they 
were authorized in the budget." 
One ofthe department's recommendations was that the PUC "establish a budg­

etary/expenditure review and control system that will require management to 
consider all fiscal implications of their decisions." Decisions that contributed tdthe 
deficiency included not only filling vacant positions without regard to availability 
of funds but redirecting staff in reimbursed or special fund positions to perform 
General Fund workload. 

The commission's vacancy list indicates that vacancy rates in the utility, revenue 
requirements, and transportation divisions are much higher than in the adminis­
trative, policy, legal and judicial sections. These differences reflect the commis­
sion's emphasis on research and formal proceedings regarding long-term energy 
policy. In the short term, however, positions budgeted to fulfill the PUC's statutory 
responsibility to. review rate-case applications go unfilled. Managers must then 
borrow personnel from other sections to complete th~ rate-case workload, result­
ing in more time being charged to the General Fund than is allowed by the PUC 
budget. 

We have been monitoring the PUC's monthly budget reports to determine 
whether the commission is addressing these issues. The reports suggest that the 
commission has nbt been fully implementing the recommendations made by the 
Department of Finance at the time oflast year's deficiency allotment. The budget 
report for the first five months of the current year indicates thatth,c PUC had 
spent 52.2 percent of its General Fund appropriation by Novembet30. At this rate 
of spending, the PUC would exhaust its General Fund appropriation in mid-April. 

The PUC explains, however, that it has been charging work which should be 
funded from the ERCDSA and the Aeronautics Account to the General Fund 
while developing a method to allocate the costs to the proper funds. Staff has 
prepared an estimated fund status report as of January 23, 1980,based ona pro­
ration of the'ERCDSAand Aeronautics Account appropriations, but until the 
allocation method is implemented,PUC management will have only a rough 
estimate of actual General Fund expenditures to date, 

We recommend that the comniissioncomment onits current-year fiscal situa-
tion and its plans to iniprove its financial management. . 

REGULATION OFlRANSPORTATION 

Budget Not Reduced for Savings From Trucking Deregulation 
We recommend a' Transportation Rate Fund reduction of $200,{)(}{) in the regulation of 

transportation program to reflect the savings resulting From changes in rate-setting proce­
dures For highway carriers that have already gone into eFFect. 

The PUC historically has set rates .and published tariffs, or schedules of these 
rates, fOI:highway freight carriers. The commission,jnan effort to reduce govern­
mental intervention in this area, planned a phased-in conversion to market-set 
rates that was to begin on April 30, 1980. . 

Last year the Legislature passed AB 1232, which would have postponed the 
planned conversion. In OUr analysis of the bill, we noted that the PUC estimated 
it woul<;I realize substantial savings if the PUC was allowed to proceed with the 
conversion. An analysis of the enrolled bill, prepared by the Department of Fi­
nance, estimated that these foregone savings, ifthe bill passed, would be $400,000 
in 1981-82, $800,000 in 1982-83, and $1.2 to $1.3 million in ·1983-84 and all future 

5J-g1685 
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years. 
The Governor vetoed AB 1232 and the final minimum rate tariff for general 

commodities became effective on April 30, 1980; The PUC will no longer revise 
this tariff or mail it to licensed' carriers. 

The commission, however, did not reduce its budget by the amount of·the 
savings it estimated would occur in 1981-82. The savings can be divided into 
reductions in the staff workload and reductions in mailing costs. We haverecom­
mended below that the PUC's postage allotment be reduced by $258,782 because 
tariff and' other mailing'workload has decreased. Based on information prOvided 
by the PUG for our analysis of AB 1232, an additional $200,000 will be saved because 
stafrn610nger has to revise the minimum rate tariff. We recommend that the 
Transportation Rate Fund appropriation be reduced by this amount. . 

Postage Budgeted for Discontinued Mailings 
We recommend that Funds budgeted to mail general freight tariFfs be deleted because 

these tariffs aie no longer published, For a savings of $258,782 to the Transportation Rate 
Fund < 

Prior to May 1980, the PUC maintained minimum rate tariffs for highway carri­
ers. The. tariffs set the minimum rate a carrier could charge for transporting a 
particular commodity a given distance. Whenever these rates were revised, copies 
of the tariff were mailed to all carriers licensed to transport that type of commod­
ity. 

Legislation enacted in 1978 required truckers in one of three main categories 
of licensed carriers to convert to one or both of the other categories. This relicens­
ing procedure resulted in multiple mailings to 12,000 carriers in addition to the 
commissioIl'.s regular tariff mailings. The commission requested that its postage 
budget, which was $295,720 for 1977-78, be increased to $368,476 for 1978-79 and 
$386,831 for 1979-80 to cover this added workload. By 1980-81 the postage allot-
ment had grown to $484,788. . 

The commission is requesting. $540,457 for postage in 1981-82. It no lpnger needs 
this large an allotment for two reasons. First, the relicensing of carriers and the 
resultant extra mailings are completed. Second, the commission has instituted a 
final minimum rate tariff for general freight and will not be publishing or mailing 
new tariffs to general freight carriers. (The commission will sqll maintain mini­
mum rates for smaller groups of specialized carriers pending furtper deregula­
tion.) These reductions in the number of mailings allow a substantial reduction in 
the base amount budgeted for tariff postage. 

Based on actual expenditures for the first five months of this year, we estimate 
actual 1980-81 postage costs of the transportation division will be $98,940, or $258,-
782, less than the $357,722 allotted to the division. This allotment for a nonexistent 
workload is continued in the bpdget year, and we therefore recommend its dele­
tion. 

Transp~rtation Energy~fficiency Plan Should Demonstrate Savings 
We recommend th~t the.commission report to the Legislature by January 31, 1982 on the 

Fuel savings resulting Frorq th,e Transportation Energy Efficiency Plan . 
. In 1979 the Legislaturedirected tJ:1e PUC to develop an energy efficiency plan 

for highway carriers and to make a factual finding in every carrier-related decision 
that thedecisipn complies with the plan. The PUC adopted a plan in December 
1980 which states thatefqciency will be best promoted by a competitive and 
well-informed industry. This decision is consistent witp the commission',s policy to 
maximize the competitive element in determining carrier rates and service. 

The current-year budget authorized 11.2 one-year positions to develop and 
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implement the plan. For the budget year, the cqmmission proposes to continue 
10 positions until June 30, 1982, in order to administer the plan. Three positions 
would perform the judicial, reporting and legal work required to make findIngs 
in commission decisions. Seven positions in the transportation division w~uld study 
ways to create energy effbiency incentives in PUC rate tariffs, establish vehicle 
and fuel efficiency standards and goals, publicize methods to achieve these goals, 
and provide the staff support necessary to make the required findings in commis­
sion decisions. 

The legislation requiring the PUC to develop the TEEP did not specify any fuel 
efficiency goals, or the intended scope of the plan. The plan has not been in effect 
long enough to generate any information on the resources that will be required 
to establish findings. We therefore have no basis on which to evaluate the work­
plan submitted by the commission. 

In order to allow the Legislature to determine whether the plan developed by 
the commission is consistent with legislative intent and is cost-effective, we recom­
mend that the PUC report on the plan's first-year results by January 31, 1982. The 
report should estimate the fuel savings that result from (1) more efficient loading 
practices and patterns of service that are attributable to rate and operating author­
ity decisions made by the commission in order to conform to TEEP, and (2) 
publicizing fuel conserving equipment and operating techniques. The report 
should also indicate the amount of·staff time and other PUC resources that were 
required to achieve the fuel savings. 

We recommend thatthe following supplemental report language be adopted to 
require this report: 

''The Public Utilities Commission shall report to the. Legislature by January 
31, 1982, on the fuel savings achieved through the Transportation Energy Effi­
ciency Plan, and' on the amount of PUC resources that was required to achieve 
the savings." 

REGULATION OF UTILITIES 

Cogeneration Positions Not Justified by Current Workload 
We .. recommend deletion of funds for five proposed positions to review cogeneration 

projeCts because existing positions can handle the workload, for a savings of $167,387 to the 
ERCDSA. . 

The commission was authorized three new positions in the current year for 
cogeneration projects. Cogenerators produce electricity from waste heat of indus­
rial processes which is then sold to utilities. The three positions, two of which are 
currently vacant, were established to produce price guidelines for these sales, and 
"to be involved in reviews of up to 100 cogeneration projects per year as to their 
conformity to the price guidelines. The PUC staff will also be involved in assistance 
to all small power producers on a range of regulatory problems as well as ongoing 
tracking of projects." 

Legislation enacted in 1980 (Chapter 373, Statutes of 1980) requires the PUG to 
establish prices for the electricity sold by cogenerators, for standby electricity that 
the utilities provide to cogenerators on a contingency basis, arid for utility-pro­
vided transmission of electricity generated by cogenerators and other "noncon­
ventional" producers. It also directed the PUC to review such charges paid by and 
to utilities, and to consider adjustments in such charges to encourage the genera­
tion of electricity from nonconventional sources. Our analysis of the proposed 
legislation indicated that the PUC had informed us that it could perform this 
review with existing resources. In addition, the Department of Finance analysis 
of the enrolled bill indicates that It would have no fiscal effect. 

The commission is now requesting five more positions to review cogeneration 
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contracts, on tqe basis of workload generated by Chapter 373. PUC staff estimate 
that they are receiving 100 new contracts per year, themimber it estimated the 
three eXisting positions could review. Most existing contracts are relatively recent 
and will not need to be reviewed until they are renegotiated several years from 
now. Based on the lack of workload justification and the Department of Finance's 
own cosf estimate for Chapter 373, we recommend the five positions be deleted 
from the budget. . . . 

Positions for Unspecified Policy Analysis 
We recommend deletion of 4 positions and $141,951 from the ERCDSA for unspecified 

policy analysis workload. 

The 1980-81 budget provided ERCDSA funds for 27 new positions andconsult~ 
ing services for the PUC's alternative energy and energy conservation programs. 
For the budget year the commission is.proposing an additional 26 positions and 
$286,OOOfor energy consultants, as well as four ERCDSA funded policy analysts to 
research· unspecified projects as they arise. 

The PUC's proposals for the budget year include 6 positions to analyze the 
results of the utility-finan~ed solar water heater demonstration project ordered by 
the commission, 9 positions toperforIh energy"related rate-case workload, and 2 
positions to monitor federal energy legislation. Existing resources already include 
7 policy analysis positions and 5 positions to develop methods to encourage conser­
vation through altering the structure of rates charged for various types of utility 
serviCe; The commission has proposed that, during the current and budget years, 
.conswtantswill train staff to review utility fuel procurement practi(!es,research 
. and development, conservation programs, financing and interconnections (which 
transmit electricity from one system to another). Consultants are also to provide 
information on synfuels, ratemaking incentives for conservation, cogeneration 
issues, and utility vertical integration (the acquisition of fuel sources, such as coal 
mines). 

Our analysis indicates that there is no need for four positions whose workload 
cannot be identified, when the commission has recently added or proposed such 
extensive resources in the energy area. In addition, as of January 1, 1981, 16 of the 
39 vacancies in the executive, utility and revenue requirements divisions were 
research positions. These positions, if filled, could assist existing policy analysts 
address unforeseen energy issues during the budget year. 

Research Positions for Alternative Energy Sources 
We recommend that two positions and $76,145 for altemativ.e energy research be deleted 

because the commission is requesting other positions to perform similar functions. 

The commission proposes two new positions to analyze utility proposals to fi­
nance alternative energy research and demonstration projects. The positions 
would analyze the economics of the projects, their effect on the energy resource 
plans and financial status of the utilities, and how much of the projects' risks should 
be borne by rate-payers. 

Material submitted in support of the request cites the shortage of staff for 
. resource and fmancial planning investigations, certification cases, analysis and data 
processing. Our analysis indicates that the PUC has or is proposing· sufficient 
positions in these areas to provide expertise on alternative energy projects. For 
instance, the commission is proposing to establish a six-person unit to "ensure the 
timely implementation of the demonstration solar financing program and lay the 
ground work for future development of solar energy." It also proposes three 
positions in the certification unit to evaluate applications for alternative technol~ 
ogy powerplants, and one position to analyze utility research and development. 
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The, commission proposes to add three positions for utility rate and,firiancial 
forecas~g, and seven positions to, the data processing unit, The commission al­
ready has a cogeneration unit to review utility involvement in that area, 

,WereqommElndthatfunds for these positions be deleted on the basisthatthey 
would duplicate existing or proposed PUC staff resources. 

Budget Proposes More ECAC Positions than Requested by the Eledric Branch 
We recommend that funds for three of four proposed new positions in the Electric Branch 

be deleted because the PUC only provided workload justification for one position, fora 
savings of $115,520 from theERCDSA. '.' 

The Energy ,Cost Adjustment Clause (ECAC) allows expedited proceedings to 
adjust electric rates for increased fuel prices. The commission permits utilities to 
file E9ACrate-change applications three times, a year. The frequent adjustments 
for fuel prices reducetheinterest costs charged to rate-payers when utilities have 
to use their ownfunds,rather than rate revenues, to meet fuel prices which were 
UnderestiIIlated in previous rate cases~ . . , 

ECAC cases involve staff from the finance, electric, legal and judicial sections 
of the commission. The Electric Branch currently has a two-man ECAC unit and 
the'bud,get proposes to add four more positions. The justification provided by the 
Electric Branch, however, proposes to "expand the existing two-person ECAC 
unittoathreecpersQri unit ... The number of ECAC hearings will be increased 
by 50percerit, and the use ofesthl).ated Versus recorded test year data will require 
the stafftc:qnake independerit estimates of sales and fuel prices." 

The workload will increase by 50 percent because the commission has recently 
allowed utilitie!1 to file three ECAG applications per year instead of the former 
two,. While the riumber ,of cases will increase, each case will involve fuel, cost data 
forashortei: period of time. In addition, the current-year budget contains funds 
for' consultants to train existing staff in the analysis of utility fuel procurement 
practices. , 
, . Our analysis indicates that the, one position requested by the Electric Branch 
should be sllfficient to meet the additional ECAC ~orkload Elxpected in the budget 
year. We re,commend deletion of fonds for the other three positions proposed by 
the commission. 

Consumer Affairs Branch Workload 
We recommend that two new customer service representative positions be deleted because 

the commission is pursuing other methods of reducing the workload ofthe'Conslimer AUairs 
Branch. The savings to the General Fund will be$.'i6,708. 

The Consumer Affairs branch of .the PUC was administratively estabiished in 
1976 to me(iiate billing and service' disputes between utility and transportation 
companies. and their customers. Customer service representatives investigate 
complaints and decide cases,for one party or the other, if appropriate. They can 
order the utility to refund amounts billed in error, but they cannot impose punitive 
fines for damages. If either party is dissatisfied with the order, it has the right to 
appeal tothe commission itself. The commission then holds a formal hearing and 
issues a decision which may only be appealed to the California Supreme Court. 

The activities df this branchberiefit utility customers and taxpayers in three 
ways: 

1. Individual refunds. In 1979-80, consultants ordered utilities to refund $433,-
819andtransportationcompanies to refund $200,891 to their customers. 

2, A vQided CQsts., The branch prevents all but a few cases a year from going 
to forrnalhearing. This saves the costs of administrative law judges, court report­
er~, otlierPUC staff and the commissioners, which would be incurred during 
formal'proceedings. 

------------_. ,~-----~ 



1574 / GENERAL GOVERNMENT Item 866 

.PUBLIC UTILITIES COMMISSION-Continued 

3. Monitoring of utility performance. The branch keeps detailed records on 
the types of complaints it receives, and on their resolution. By far the most com­
plaints concern telephone companies. In a 1980 decision, the commission withheld 
$7 million in revenues from the General Telephone Company, pending improve­
ments in service to customers. 

This activity is not without cost, however. The branch started with 9 representa­
tives in 1976, and has grown to 18 in the current year in response to a workload 
increase of26 percent in 1978-79 and 10 percent in 197~. Proposed 1981--82 
expenditures for the branch total $919,656 . 
. The commission has made efforts to redlic~ the workload and handle complaints 

in other ways. A centrex system, installed in 1978-79, transfers calls to. utility 
company rep~esentatives if the consumer has not tried to resolve the issue directly 
with the company. Because an increasing number of calls concern utility rates, the 
commission has expanded its public information program, which includes public 
meetings around the state attended by management-level staff and commission­
ers; 

The commission is proposing two new representative positions in the budget 
year. We question the need for additional staff for two reasons. First, after obtain­
ing authorization for two new positions in last year's budget, the commission 
administratively created four more utility complaint positions by transferring the 
transportation complaint workload, but not positions, from the branch to the 
transportation division field offices. These changes created a 50 percent increase 
in utility complaint staff. The commission's recorded workload for the first. six 
months of 1980--81 indicates that the number of calls has increased by 42 percent. 
(Staff states that, due to a computer problem, many cases have not been record-
ed) . . 

Secondly, the PUC should be attempting to prevent the workload increase. One 
of the fastest growing causes of complaints is high utility rates. Because the repre­
sentatives have no power to change rates, it is relatively unproductive to use their 
time answering individual inquiries. PUC staff who do have a direct effect on 
utility bills are those scrutinizing utility efficiency in rate cases and those promot­
ing energy conservation. In view of this, the commission is proposing several rate 
case positions and an ERCDSA-funded consumer liason position to inform conswn~ 
ers about how rates are set, and what types of service options and conservation 
me.asures will minimize their utility bills. 

We recommend approval of the commission's attempt to forestall complaints by 
promoting consumer education and. energy conservation. Our . analysis indicates, 
however, that the proposed liaison and the administratively established positions 
should prevent the need for additional representatives in the budg~t year. 

RAPID TRANSIT SYSTEM SAFETY UNIT . . . 
The Public Utilities Code provides that certain rapid transit districts are subject 

to PUC regulation of their safety equipment and procedures. These districts in­
clude the Bay Area Rapid Transit District (BART), the Southern California Rapid 
Transit District (SCRTD), the Santa Clara CountY Transit District (SCCTD), and 
any other public transit guideway planned, acquired, or coristructed after Decem­
ber 31, 1978. Last year, the Legislature directed us to report on the number and 

. duties of PUC staff assigned to monitor BART safety in the AnalYSis of tbe 1981 
Budget Bill . 

The commission's oversight responsibility for BART was established by the 
Legislature in 1957. Originally the Railroad Operations and Safety Branch staff 
monitored BART planning and operations. In 1975, two collisions, a runaway car 
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and other events led the PUC to hold hearings on BART safety. The conrinission 
ordered BART to eliminate certain safety problems, and a separate rapid transit 
safety unit was I;'lstablished and staffed with s~ full time positions to monitor the 
redesign and modification work. The commission proposed to eliminate the posi­
tions in 1979, but a fire in the transbay tube that year resulted inthe need for their 
retention. The commission again held hearings on BART safety, and ordered 
changes in equipment, materials and safety procedures.· The PUC staff reviews 
impll;'lmentation of these and other modifications, and reviews other safety issues 
such as BART's "closeheadways" application to run its trains closer together. 

At the present time there are eight positions in the PUC's Transit District Safety 
Branch, two of which are. limited to June 30, 1981. (Until recently there were nine 
positions, but one was transferred out of the branch in September 1980). The San 
Diego light rail system. (MTDB) and BART each reimburse the PUC for one of 
the eight positions .. The titles and duties of the staff are: 

Manager-Directs staff and interacts with commission members, various levels 
of governrr.ent, and transit districts. 

Senior Rapid Transit Control Systems Engineer-Evaluates electronic control 
systems and proposed modifications to the systems. 

Senior Electrical Engineer-Investigates and inspects automatic and conven­
tional rapid transit train control systems (for example, systems controlling train 
separation and speed). 

Senior Transportation Operations Supervisors (2 positions)-Monitor existing 
operating and maintenance practices and develop recommended changes. Re­
sponsibilities include analyzing operating rules, training programs, and emer~ 
gency procedures. 
. Senior Reliability and Quality Engineer-Performs reliability and quality 

evaluations of designs, modifications, repairs and inspections. 
Senior Rapid Transit Computer Control Systems Specialist-Develops safety 

standards and procedures for computer control systems. 
Secretary~Provides clerical support . 

. At this time, the staff is spending the majority of its time working on BART­
related matters, including a fire-hardening program. In response to the trans-bay 
tube fire, BART was ordered to replace various materials in its cars with more fire 
retardent substances, or materials that produce less toxic smoke. PUC staff review 
and approve BART proposals on each replacement project. Staff reservations over 
one such modification, a seat replacement program, resulted in a .PUC hearing 
which ultimately resolved the issue in favor of the BART proposal 

The PUC is also monitoring the redesign of BART's train control systems. The 
systems are supposed to automatically detect the location of a train and keep 
following trains out of a certain safety zone behind it. Questions about the reliabili­
ty of the controls, however, have prompted the PUC to order BART to make the 
safety zones larger than was originally planned. This has reduced the number and 
frequency of trains, and therefore the carrying capacity of the system. 

There are two other groups monitoring BART safety. The transit system itself 
has a 14-position safety department that (1) defines safety considerations during 
the planning stages of engineering projects, (2) reviews operating rules and main­
tenance programs, (3) audits operating safety, (4) oversees safety modification 
programs such as the fire-hardening project, and (5) trains BART personnel in 
safety and emergency procedures. The staff also coordinates the emergency 
procedures and planning with local fire and police departments. 

The federal Urban Mass Transit Administration (UMTA) is primarily a funding 
agency for mass transit systems. In its role as an advisor to new systems, however, 
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it emphasizes safety during the planning, design and construction phases of devel­
opment: It can also withhold financial assistance from unsafe operating systems 
until a phin for correcting the problem is approved or implemented. UMTApro­
vides support funds for BART and therefore its oversight jurisdiction includes the 
system. 

The UMTA and the PUC are participating in the planning aspects of the SCRTD 
and other proposed rapid transit systems. The PUC is also attempting to partici­
pate more in design meetings for BART modifications, because· BART and the 
PUC agree that in the Past commission staff have occasionally posed questions 
during the approval process that should have been raised earlier. 

The PUC also is attempting to change the branch's approach to safety review. 
This is due in part to resource constraints. The PUC has requested, and the Depart­
ment of Finance has denied, additional staff to monitor the planning and construc­
tion phases of systems which are now in the development or early operating stages. 
With no increase in staff, the commission will not be able to review the new 
systems in as much detail as it h~s the BART system. 

The reorientation is also due to deficiencies in the current approach. In the past, 
.the PUC's BART worl<load has been primarily defined by the system's immediate 
problems. The manager of the PUC rapid transit safety branch described the 
drawbacks of this approach as follows: 

"Reactive regulation leaves many serious problems unsolved. First, it must be 
remembered that the Transbay Tube was closed for three months (after the 
1979 fire). and an integral part of the Bay Area transportation mix was effectively 
rendered inoperative. Second, such regulation by reaction--or "second guess­
ing" as detractors would call it-inevitably br~eds friction between BART's 
elected Board of Directors, who are responsible for both. safety and operations, 
and the Commission with its sole responsibility to oversee safety. Third, the 
current regulatory framework provides BART with scant guidance as the level 
of safety for operations which the Commission will find acceptable. Finally, the 
current approach adqresses and rectifies specific past problems, but does little 
to prevent future safety hazards that might arise in unrelated areas. " 
The PUC is attempting to insure the effectiveness of its regulatory work and the 

adequacy of its existing staff level by using a $60,000 UMTA grant to investigate 
the feasipility of developing safety performance standards that would be generally 
applicable to all systems. The commission would then reduce the involvement of 
PUC staffin detailed engineering work and redirect them to evaluating whether 
transit ~striCt plans met the safety standards. 
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STATE BAR OF CALIFORNIA 

ltem·868 from the General 
Fund Budget p. GG 124 

Requested 1981-82 ........................................................................... . 
Estimated 1980-81 ....................................•....................................... 
Actual 1979-80 ................................................................................. . 

Requested· increase-'-'-None 
Total recommended reduction .......................•. ; ......................... . 

GENERAL PROGRAM STATEMENT 

$25,000 
25,000 
25,200 

Norie 

The State Bar of California is a public corporation headed by a 22-member board 
of governors. The board consists of 16 attomeys-15 elected by the members of 
the State Bar and one appointed by the board of directors of the California Young 
Lawyers Association-and six nonattorney public members appointed by the Gov­
ernor. 

The board of governors administers those provisions of the Business and Profes­
sions Code relating to the practice of law. It is empowered to make investigations 
of all matters affecting or relating to: 

a. The State Bar or its affairs. 
b. The practice of the law. 
c. The discipline of the members of the State Bar. 

ANALYSIS AND RECOMMENDATIONS 
. We.recommend approval. 
Chapter 304, Statutes of 1977, authorized per diem payments from the state 

General Fund of $50 per day but not to exceed $500 per month for each of the 
public members of the board of governors. Expenses of the attorney members are 
paid from State Bar funds. This item provides $25,000 to reimburse the State Bar 
for the public members' per diems, which totaled $25,200 in 1979--80: The amount 
budgeted appears reasonable. 

BOARD OF CONtROL 

Item 871 from the General 
Fund Budget p.GG 125 

Requested 1981-82 ................... , ..................................................... . 
Estimated 1980--81 ................................................................. ; ......... . 
Actual 1979-80 .... ~ ........................................................................... .. 

Requested decrease (excluding amount for salary 
increases) $585,951 (-37.7 percent) 

Total recommended reduction ................................................... . 
Total recommendation pertdirtg ................................................. . 

SUMMARY OF MAJOR ISSUES AND REtOMMENDATIONS 
1. New Reimbursement Process. Reduce Item 871-001-001 by 

$15,712. Recommend budget language to require implementation 
of new legislatively approved reimbursement process in future 

$970,033 
1,555,984 
1;523,380 

$15,712 
$79,134 

Analysis 
page 

1581 
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claims bills. Further recommend deletion of one positi~n due to 
workload savings resulting from new process. . 

Item 871· 

2. S~aff Increase. Withhold recommendation on $79,134 (Item 871c 1584 
001-(01), pending receipt of additional information needed to justi-
. fy request for additional staff. 

3. State-Owned Housing. Recommend budget language to insure 1584· 
that the state will realize savings from new POQcy requiring rents 
for state-owned housing to reflect market values (potential savings 

. to the state: up to $2.4 million). 

GENERAL PROGRAM STATEMENT 
The Board of .Control is· a three-member body consisting of the Director of 

General Services, the State Controller, and a third member appointed by and 
serving at the pleasure of the Governor. The board oversees diverse activities, 
including state administrative regulation and claims management, through the 
following five programs. 

Administration 
The administrative function provides direction to the Board oEControl staff in 

response to board policies, serves as liaison between the board and the Legislature, 
and performs personnel and budget services to all programs under the board's 
jurisdiction. 

In addition, this program provides state administrative control by establishing 
rules and regulations regarding numerous fiscal transactions including discharge 
of accounts receivable by the state, refunds, credits and cancellation of taxes, sale 
and disposal of unclaimed property and transfer of funds between state agencies. 
It also determines the pro-rata share of statewide a:dministrative costs payable by 
each state agency, per diem rates for state employees on travel status and rules 
on employee travel claims. 

Merit Award Board 
A five-member Merit Award Board administers the statewide suggestion system 

and acts in an adviSOry capacity to the Board of Control. Activities of this program 
include establishing merit standards and policies, reviewing suggestion evalua­
tions and recommending certificate and monetary awards for state employees to 
the Board of Control. 

Victims of Crime 
This program compensates those citizens who are injured and suffer financial 

hardship as a result of crimes of violence (Victims of Violent Crimes element) or 
who sustain damage or injury while performing acts which benefit the public 
(Good Samaritan element). Eligibility for awards is determined by the board after 
the facts of a claim are verified by its staff. 

Governmental Claims 
This program administratively adjudicates all claims for money or damages 

against the state. All equity claims (those for which there is no legal obligation to 
award compensation) approved by the board are referred to the Legislature for 
payment in an. omnibus· claims bill. The board works with the Department of 
Justice and Transportation in administering tort liability claims. 
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Local Mandated Costs 
An expanded five-member board, which includes two additional members ap­

pointed by the Governor and representing local agencies, hears claims from local 
jurisdictions allegirig increased local expense attributable to state legislation or 
executive orders (SB 90). Claims approved for reimbursement of costs resulting 
from state-mandated local programs are submitted to the Legislature twice a year 
for approval and funding. . . 

ANALYSIS AND RECOMMENDATIONS 
The Governor's Budget proposes a total expenditure program of $2,943,730 for 

the Board of Control in 1981-82, which is $456,836, or 13.4 percent, less~haI1, 
estimated current-year expenditures. The request consists of a Gerteriil·'Ftind·· 
appropriation of $970,033 and reimbursements of $1,973,697, primarily from the 
Indemnification of Private Citizens program. 

The General Fund appropriation is $585,951, or 37.7 percent, less than estimated 
current-year expenditures. The decrease does not reflect a corresponding reduc­
tion in ongoing board programs. Instead, it primarily reflects a one-time expendi­
ture of $870,410 in the current year under Chapter 828, Statutes of 1980. This 
chapter appropriated funds to pay the remainder of local governments' clai.m:s for 
extraordinary costs oflaw enforcement services provided in 1978-79.Themajority 
of these claims were funded by Chapter 1204, Statutes of 1979. 

If current-year costs are adjusted to eliminate the one-time expenditure; the 
General Fund appropriation proposed in the budget would be $284,459, or 41.5 
percent, higher than estimated current-year expenditures. This amount will be 
increased further by the amount of any salary or staff benefit increase approved 
for the budget year. The increase is attributable to a request for a word processor 
that should lead to personnel savings in future years, and increased personnel 
requested for the government claims and local mandated costs programs. 

Table 1 
Board of Control 
Budget Summary 

Funding 
1. General Fund ............................................. ; ......... ... 
2. Reimbursements ................................... ;~ ....... ; ........ . 

Totals ..................................................................... . 

Programs 
1. Administration ..............................................•........... 

Personnel-years .................................... ; .................. , 
2.·Merit Award ~oard ................................................ . 

Personnel-years ....................................................... . 
3. Victims of Crime ................................................... . 

Personnel-years .....................•................................... 
4. Government Claims ...................................... :; ....... . 

Personnel-years .................................................•...... 
5. Local Maridated Costs ............................. ; ..... ; .... : .. . 

Personnel-years ......................................•................. 
6. Special Adjustment ..•............................................. 

. Personnel-ye~rs ............................ , .......................... . 

Totals ..... ; ........... , ....... , ........................................... . 
Personnel-years ................................................... . 

Estimated 
1980-81 

$1,555,984 
1,844,582 

$3,400,566 

$221,547 
4.3 

117,213 
5 

1,756,368 
64.8 

1,173,144 
. 12.4 
132,294 

5 

$3,400,566 
91.5 

Proposed 
1981-82 
$970,033 
1,973,697 

$2,943,730 

$342,957 
4.3 

124,763 
5 

1,899,482 
69.7 

372,019 .. 
14.3 

214,309 
7.9 

-9,800 
-.5 

$2,943,730 
100.7 

Change 
Amount Percent 
-$585,951 . -37.7% 

129,115 7.0 
-$456,836 -13.4% 

$121,410 54.8% 

7,550 .6.4 

143,114 8.1 
4.9 7.6 

-801,125 -68.2 
1.9 15:J 

82,015 62.0 
2.9 58.0 

-9,800 
-.5 

-$456,836 -13.4% 
9.2 10.1 
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Item 871 

Theboard's administrative costs for processing claims submitteclby criine;"ic~ 
tims have ~ncreased by $143,114 (8.1 percent) in the budget year. These costs are 
identified as reimbursements under this item. Direct support for the Vic.timsof 
Vioiellt Crimes and Good Samaritan elem:ents is included in the budget for the 
Indemnification of Private Citizens program (for additional information on these 
programs, see our analysis of Item 872-001-(01). . 

Table 1 illustrates the board's proposed funding and expenditures for the cur-
rent and budget years. . 

Workload 
The board's workload, particularly claims reqUiring processing, continues to 

grow steadily. The projected workload of the board, as measured by claims and 
suggestions received, is shown in Table 2; 

Table 2 
Board of Control 

Workload Indicators 

1. Suggestions ............................................................................................... . 
Change" from prior year ...................................................... ; ... , ............. . 

2. VictiIiland good samaritan claims ..................................................... . 
. Change from prior year .........................•.... ;; ...•..... , ...........•................... 

3; Government claims ...............•.. ;; ..................... ,...................................... . 
. Change from prior years ................................... ; ........................... , ...... . 

Board of Control's Role inSB 90 

Actual Estimated Projected 
1979,.80 198()..81 1981-82 

2,969 
20.3% 

8,839 
25.8% 

9,804 
26.9% 

3,494 . 
17.7% 

10,008 
13.2% 

11,617 
18.5% 

4,019 
15% 

11,000 
9.9% 

13,767 
18;5% 

Chapter 1406, Statutes of 1972 (SB 90), authorized the state to reimburse local 
governments for state-mandated costs and lost sales and property tax revenues 
where the mandating statute acknowledged the state's obligation to cover such 
costs or revenue losses. Chapter 486, Statutes of 1975, established an SB 90 appeals 
process through the five-member Board of Control. The board was given the 
responsibility to hear claims alleging. that (1) the reimbursement had been incor­
rectly reduced by the State Controller, (2). an /3xecutive order had incorrectly 
stated that it dicJ. not impose costs mandated by the state, and (3) a claim was not 
paid due to late filing. 

Chapter 1135,Statutes of 1977, significantly broadened the board's authority 
with respect to local government claims. This act allows the board to hear claims 
involving (1) legislation containing asectibn disclaiIiiingany state obligation to 
reimburse.niandated costs or (2) legislation containing neither a disclaimer nor an 
appropriation. . . . . . 

Two statutes were enacted in 1980 which made significant changes to the SB90. 
process. TheHrst; Chapter 1256, speeds up the board's process ofpayingdrurilsfor 
unfunded m:andates and nlodifies certain filing deadlines for submittiIlgdaims for 
reimbursement of mandated costs. The second , Chapter 1337,establishes legisla­
tive policy that all funded mandates enacted after January 1, 1981, shall terminate 
after six years unless otherwise extended. The measure also reqUires the board to 
establish a "savings claim" procedure that provides for partialrec~very of cost 

. savings which the state authorizes by repealing or reducing existing mandate 
reqUirements. 
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The "New" S8 90 Process for Reimbursement of Unfunded Mandates . 
Inpases where the Board of Control rules that a statute or executive order 

contains an imfunded mandated cost, it must prepare .Ii.set of pararileters and 
guidelines delineating the types and amounts of costs that are eligible for reim~ 
bursement. Prior to Chapter 1256,actual cost claims were (1) submitted to the 
Board of Control for approval, (2) sent to the State Controller for desk audit, (3) 
presEmted to the Legislature in the :qiannuallocal claims bill and . (4) paid by the 
Board of Control from the appropriation included in the claims bill, Because claims 
agairist any particular mandate were received at different times,. the Legislature 
was often required to act on reimbursement requests for the same type of mandate 
in several different claims bills. 

Chapter 1256 modified this procedure by requiring the board to presenttothe 
LegislatUre, for inclusion in the claims bill, an estimate of the statewide costs, based 
on the adopted parameters and guidelines to be incurred by all local agencies and 
school districts affected by the mandate .. Mter a claims bill providing funding for 
a given mandate is enacted, all subsequent claims based on this mandate are 
handled by the State Controller. This new process eliminates the need for several 
claims bills relating to the same mandate, thereby speeding up the reimbursement 
process. It also gives local agencies and school districts the ability to seek reim­
bursement of mandated costs prior to incurring the costs. Finally, it reduces the 
Board· of. Control's workload by requiring that claims· funded in the claims bill be 
paid by the State Controller and not by the Board of Control. Thus, Board of 
Control staff are no longer required to process each local claim for inclusion in Ii 
local claims bill. 

. New Reimbursement Process 
We recommend that control language be adopted requirini the Board of Control to 

implement the reimbursement procesS established in Chapter 1256, Statutes of 1980, for all 
mandates tobefunded in future claims bills. We further recommend deletion of one limited­
term position because the new reimbursement procesS should reduce clerical workload, for 
a General Fund savings of $15,712 (Item 871-{}{)1-{}{)1). 

The Board of Controlhas adopted a policy which states that the reimbursement 
process established by Chapter ·1256 will be applied only to those mandates for 
which parameter~ and guidelineS were adopted after January 1, 1981. This will 
necessitate. that over a dozen mandates be reimbursed under the old process. This, 
in turn, will result in the inclusion of these mandates in the next several claims bills, 
creating an llllduedelay in local reimbursement, and imposing an addedbrirden 
on the· Legislature. It will also delay a reduction in board workload which w.ould 
otherwise ocC.ur~. . . .. . . . . ...... . 

Accordingly, we recommend that the following control language be adopted in 
this item: . . . . . . 

. . "Pmvided further, that for the following mandates, the BoardofContiol shall 
provide to the Legislature, for .inclusion in the ne.xt claims bill, a statewide 
estimate ,of costs J!S required by Secqon 2253.2. of the .Revenue IiOd. Taxation 
Code: . .. .. . 

(1) Chapter 961, Statutes of 1975 (Collective Bargaining) • 
(2) Chapter 1215, Statutes of 1974 (SARB) . . 
(3) Chapter 593, StatutE'ls of 1975 (JuryOuty) 
(4) Chapter 1269, Statutes of1975 (RAVEC) 
(5) Chapter 1176, Statutes of 1971 (Immunization Recofdsj 
(6) TiUe 8;Califor~a Administrative Code 

. (a) .··Elevator Elirthquake Slifety 
(b) Elevator .Fire Safety.. .. . .' , 
( c) Firefighter Safety Clothing and Equipment." 

----~-----.. ~---------~ 
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.(7) 
'. (8) 

Chapter 1275, Statutes of 1975 (Eminent Domain) 
Chapter 842, Statutes of 1978 (TB Examinations) 

Item 871 

. (9) Chapter 43, Statutes of 1978, and Chapter 1242, Statutes of 1977 (Senior 
Citizens Property Tax Postponement) 

(10) Chapter 1146, Statutes ofl978 (Destruction of AniIllrus) 
(11) Chapter 1363, Statutes of 1978 (Mentally Incompetent Voters) 
(12) Chapter 1319, Statutes of 1978 (Commitment of Dangerous Mentally Re­

tarded Persons) 
(13) Chapter 984, Statutes of 1977 (Developmentally Disabled)." 
We further recommend deletion of one limited-term clerical position because 

the new reimbursement process.should reduce the board's clerical. workload, for 
a General Fund savings of $15,712 (Item 871~OOI-00I). 

More Informotion Needed 
We withhold recommendation on three proposed poSitions, totaling $79,134. (Item 871-001-

001), pending the receipt ofildditional information.' . .' . 

The Board of Control proposes to add three new positions and. to convert three 
existing limited-term positions to permanent status for its mandated local cost 
program. One of the positions was discussed above in our analysis of the new SB 
90 reimbursement process. Two positions are requested to haridle program's ongo­
ing workload. Three additional positions are proposed to handle workload result­
ing from (a) a new board policy to provide increased notificatiqn to local 
government entities regarding board meetings and decisions, (b) a requirement 
in Chapter 1256, Statutes of 1980, that the board approve estimates of statewide 
costs of mandates, (c) the "savings .claims" provisions of Chapter 1337, Statutes of 
1980, and. (d) a backlog in developmg p9,rameters and guideijnes. 

Our analysis indicates that (a) the increased notification procedures may not be 
required by law, (b) the workload increases resulting from the new legislation may 
be overestimated, and (c) the existing backlog may not.justify additional staff. 
Pending the receipt of additional information on each of these issues, we withhold 
recOI~1l:nendati6n on three proposed staff positions totaling $79,134 {Item 871-001-
001). 

State~Owned Housing 
We recommend the adoption of control language directing the Department of Finance to 

reduce. each department's support appropriation by the amount ofincreased reimbursements 
that the Board of Control estimates each department will collect as a result of the state's 
policy of charging market value rents for state-owned pousing. 

Through controllariguage in the Budget Act of 1980, the Legislature directed 
the Board of Control to revise the rental structure for state-owned housing to 
reflect market values. At its October 1980 meeting, the board formally adopted 
such a policy, effective July 1, 1981, and directed its staff to develop a plan to 
implement the policy. Staff advises that the plan has been developed but has not 
yet been approved by the board. The board indicates that after the plan is ap­
proved, state employees affected by it will be given the opportunity to appeal any 
decisions. 

The new rental policy will have a significant fiscal impact on state revenue. The 
board estimates that employees occupying state-owned housing could be required 
to pay, on average, an additional $200 in monthly rent as a result of the revised 
rental structure that eliminates the housing subsidy provided to these employees. 
A Department of General Services study dated November 1979, indicates that 
there are approximately 1,000 occupied state-owned residences. Thus, the poten­
tial increase in state rental income could approximate $2.4 million annually. 



Item 872 GENERAL GOVERNMENT / 1583 

The Governor's Budget for 1981-82 makes no allowances for the additional 
rental income that state departments will collect fromtheir employees because of 
the new rental policy. This results in an underestimation of the reimbursements 
that various departments will receive to offset part of their stipport budget. re­
quests. Because of the significant fiscal impact of the new policy, and because the 
increased reimbursements should offset departmEmts'support appropriations, we 
recommend that control language be adopted directing the Department of Fi­
nance to reduce each department's support appropriation by the amount of addi­
tional rental income which the Board of Control estimates each department will 
collect from. its employees. 

INDEMNIFICATION OF .PRIVATE CITIZENS 

Item 872 from the General 
Fund Budget p. GG 128 

Requested 1981-82 ......................................................................... . 
Estimated 19~1 ........................ ; .................................................. . 
Actual 1979-80 ................................................................................. . 

Requested increase (excluding .amount for salary 
increaes) $3,551,010 (+42.7 percent) 

.Total recommended reduction ................................................... . 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
872-OO1-OO1...o...Support and Claims Payment 
872-OO1-214-Supportand Claims Payment 
872-10l-001-Legislative Mandate 
872-101-214-Legislative Mandate 

Total 

General 
Indemnity 
General 
Indemnity 

Fund 

SUMMARY OF MAJOR· ISSUES.· AND RECOMMENDATIONS 

$11,869,623 
8,318,613 
7,551,806 

$94,044 

Amount 

$11,769,623 

100,000 
$11,869,623 

Analysis 
page 

1. General Expense. Redueeltem 872-001-214 by $94,044 and reduce 
reimbursements in Item 871-001-001 by same amount. Recommend 

1588 

reduction to· eliminate ·overbudgeting. . 

GENERAL PROGRAM STATEMENT 
This item provides funding for two programs, both of which are administered 

by the Board of Control. The first, the Victims of Violent Crimes program, pro­
vides compensation to California residents who sustain serious financial hardship 
as victims of crimes of violence or are financially dependent upon a victim. The 
second, the Good Samaritan program, compensates California citizens who sustain 
injury or damage to property as a result of acts benefiting the public. Awards for 
victim claims may not exceed $23,500, including a maximum of (1) $10,000 for lost 
wages, (b) $10,000 for medical expenses, (c) $3,000 for rehabilitation, and (d) $500 
for attorney fees. A maximum award of $10,000 is available to cover losses incurred 
by citizens who performed acts benefiting the public. . . . 

Consolidation of both of these programs under the Board of Control was accom­
plished January 1, 1978, by Chapter 636, Statut.esof 1977; Previously, the Attorney 
General investigated all. claims to determine their validity. This verification proc­
ess now is performed by Board of Control staff in field offices located iii Sacra-
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rriento,·San Francisco; and Los Angeles. 

ANALYSIS AND RECOMMENDATIONS 
As shown in Table 1, the budget requests $11,869,623 from the Indemnity F1.lnd 

for support of the iIldeinDification program, which is $3,551,010, or 42.7 percent, 
above estimated current-year expenditures. Most of the increase reflects addition­
al funds requested to pay claims submitted by crime victims. The board proposes 
to establish five limited-term positions to implement Chapter 1370, Statutes of 1980 
(AB 203), which provides for emergency awards of up to $1,000 to be advanced 
to, crime victims to meet their immediate needs. The board also requests an 
extension of 10 existing limited-telJIl positions through the end of the budget year 
to assist with the claims backlog. Expenditures for Board of Control services, 
estimated at $1,899,482, will increase by the amount of any salary or staff benefit 
increase approved for the budget year. 

Table.1 
Indemnification of Private Citizens 

Budget Summary 

Funding 
1. General Furid ................................................. . 
2. Inderimity Fund ............................................ . 

Totals ........... ; .............................. : ........ ; ......... . 

Program 
1. Claims-victims of crimeL ........................ . 
2. Claims-victims benefitting the public ... . 
3. Board of Control services ........................... . 
4. Legislative mandate' ................................... . 

Totals ............................................................. . 

Estimated Proposed 
1980-81 1981-82 
$2;816,666 
5,501,947 $11,869,623 

$8,318;613 $11,869,623 

$6,436,396 
25,849 

1,756,368 
100,000 

$8,318,613 

$9,844,292 
25,849 

1,899,482 
100,000 

. $11,869,623 

Change 
, Amount Percent 
-$2,816,666 -100.0% 

6,367,676 115.7 

$3,551,010 42.7% 

$3,407,896 

143,114 

$3,551,010 

52.9% 

8.l 

42.7% 
• Reimburses local governments for in-depth probation reports on violent crime offenders. 

In past years, the General Fund was primarily responsible for the support of 
these programs. However, the need for an annual General Fund appropriation has 
increasingly been offset by. the availability of revenue from fines and penalty 
assessments levied againstindividuals convicted of various crimes. Revenue's from 
fines and penalty assessments are transferred monthly to the Indemnity Fund 
from the Asessment Fund, which wascteated by Chapter 530, Statutes of 1980, to 
streamline the system for distributing such revenues to various state special funds. 

In the budget year, the entire Indemnification of Private Citizens program will 
be supporteidfrom the Indemnity Fund. Because the estimated resources in the 
fund will not be sufficient to cover fully the costs of the program, the Governor's 
Budget incifcates that legislation wiil be introduced to increase revenues to the 
fund. Such incr~ases are. proposed in SB III and AB 251. 

Backlog Problem ,Not Resolved 
Language included iiJ. the Supplemental Report of the 1979Budget ACt request­

ed the Board of Control toieport annually on its progress ir;t eliminating the 
backlog of claims submitted under the Victims of Violent Crimes program until 
such time as the backlog is reduced toa manageable leveL . 

The board recently submitted its 1980 report whieh suggests that increases.in 
productivity and a resolution of staffmg problems will lead to an improvement in 
the backlog in the budget year. However, the extent to which these factors will 
reduce the backlog is not known. . 
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The board advises that local victim witness assistancecentersesta.bli.sheqby 
Chapter 1256, Statutes of 1977, are exp~cted to assist in the verification of a substan­
tial number of vic.tims' claims and, therefore, should help to reduce. the .claims 
backlog. However, the report also notes that the solicitation of vic9tns' claims by 
the local centers may result In an increase in total claims received iIi future years. 

Table 2 illustrates the actual workload under the Victims of Violent Crime 
program since 1976-77. . . . 

Table 2 
Historical'Workload Data· 

. Victims. of Crimes Program 

1976-77 1977-78 1978-79 
New Claims b .•..•.•.••.••..•...•...••.•••.••.••..•.• 5,526 6,525 7,028 

Denied ............................................. ... 2,665 3,380. 2,884 
Allowed ........................................... ... 2,656 2,411 1,914 
Percent of Processed Claims Al-

lowed ............................................. . 49.9% 41.6% 41.1% 
Amount Awarded ............................. ... $5,110,524 $5,025,289 $4,252,648 
Average Award c •..••••••..••••••••••••••••••••••• $1,924 $2,084 $2,222' 

Percent 
Change 
from' 

1978-79 
1979-80 to 1979-80 

7,444 !i.9% 
3,254 12.8 
3,158 64.9 

49.25% 19.8 
$6,418,857 50.9 

$2,065 ~7.0 

• The number of claims allowed and denied do not equal new claims because of processing backlogs. 
b New claims include only those claims which meet the program's criteria for possible .award. 
C Includes attorney fees. 

Table 3 
Historical Backlog· 

Victiins of Crime Program 

Fiscal Year 
1967~ ............................... ; ......................................................... . 
1~9 ......................................................................................... . 
1969-70 ......................................................................................... . 
1970-71 ......................................................................................... . 
1971-72 .................................................................................. : ...... . 
1972-73 .......................................................................... : .............. : 
1973-74 ................................................................................... : ..... . 
1974-75 ............ ; ............................................................................ . 
1975-76 ..................... ; ..... , ........ ~ .................................................... . 
1976-77 ....................... ; ................................................................ .. 
1977-78 c ....................................................................................... . 

1978-79 ......................................................................................... . 
1979-80 ............................................. ; ........................................... . 
19s0-81 (est.) ............................................................................. . 
1981-82 (est.) ............................................................................. . 

New b 

Claims 
169 
401 
369 
471 
698 

I,niH 
1,313 
3,792 
4,932 
5,526 
6,525 
7,028 
7,444 
8,587 
9,445 

Processed 
Claims . 

60 
243 
415 
427 
533 
724 

1,282 
1,422 
3,920 
5,321 
5,791 
4,651 
6,412 
8,200 
9,600 

Annual 
Backlog 

109 
158 

-46 
44 

165 
357 
51 

2,370 
1,012 

205 
734 

2,377 
1,032 

387. 
~155 

CumUlative 
Bacldog 

109 
267 
221 
265 
430 
787 
838 

3,208 
4,220 
4425 

. 5:159 
7,536. 
8,033 
8,420. 
8,265 • 

• Backlog, as defined by the board,.includes all claims which have not been resolved. The majority are 
awaiting field verification. Claims are also counted as part ofthe backlog if they are awaiting a hearing 
date. 

b Prior to 1973--74 new claims include total number of applications received by the board. Subsequent 
years include only those claitns accepted by the board for processing. 

C Program consolidated under the board on January 1, 1978. Previously, the Department ofJustice per­
formed the claims verification fimction. 
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The Legislature expected that ending the Attorney General's responsibility for 
investigating claims and consolidating the program under the board, as was done 
on January 1, 1978, would have a positive impact on the backlog. ActUal data 
available through 1979-80 reveals that no reductions have been: realized. Table 3 
illustrates that the backlog program has grown steadily worse since the Board of 
Control was given responsibility for the program. To ~he extent that the board's 
projection for 1981-82 is accurate, this trend could be reversed. 

Supplemental Report on Local Victim Witness Centers 
The Supplemental Report to the 1980 Budget Act requested the Board of Con­

trol to report on the feasibility of improving the role of the local victim witness 
assistance centers in the claims process. The local centers were established by 
Chapter 1256, Statutes of 1977, and were provided with substantial state funding 
from the Indemnity Fund by Chapter 713, Statutes of 1979. In its annual report, 
the board recommends increasing the authority of local centers to verify medical 
data, and obtain police and court documents. In addition, the report contains 
recommendations for improving communications between the representatives of 
local centers and the board staff. 

Overbudgeted General Expenses 
We recommend an Indemnity Fund reduction oF$94,044 (Item 872-OO1-214) and a corre­

sponding reduction in reimbursementS (Item 871-OO1-OO1) to eliminate overbudgeting For 
general expenses. 

The Board of Control requests an appropriation of $200,554 for general expenses 
for the Victims of Crime program in 1981-82. Through discussions with board staff, 
we found that there was no documentation to support $94,044 of the proposed 
expenditures. Table 4 displays the proposed expenditures and the overbudgeted 
amounts. 

Table 4 
Indemnification of Private Citizens Program 

. General Expense Budget 
1981-82 

Proposed Documented Overbudgeted 
Category Expenditures Needs Amounts 
Office Supplies ............................................ :....................................... $28,544 $8,000 $20,544 
Office Copier........................................................................................ 20,984 8,484 12,500 
Reproduction........................................................................................ 15,000 10,000 5,000 
Word processing.................................................................................. 13,000 3,000 10,000 . 
Mail and Messenger............................................................................. 24,000 13,000 11,000 
Space Management ............................................................................ 3,500 1,000 2,500 
Machine Maintenance .. '..................................................................... 11,500 4;000 7,500 
Minor Equipment ............................ ; ................................ :................ 32,403 7,403 25,000 
All other categories ............................................................................ 51,623 51,623 

Totals ................................................................... :.............................. $200,554 $106,510 $94,044 

To correct the overbudgeting displayed in Table 4, we recommend a reduction 
in general expenses, for an Indemnity Fund savings.of$94,044 (Item 872-001-214). 
We also recommend a corresponding reduction in reimbursements (ltem871-001-
001) because all funds appropriated for the victims of crime support budget. are 
transferred as reimbursements to this item. 
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COMMISSION ON STATE FINANCE 

Item 873 from the General 
Fund Budget p. GG 130 

Requested 1981-82 ............................................ : ............................ . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 .................................................................................. . 

Requested increase (excluding amount for salary 
increases) $117,836 (+20.5 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Legislative Direction. Recommend that the Legislature direct 

the commission to (1) hire an executive secretary, (2) immediately 
fill available staff positions, and (3) fulfill its statutory obligation to 
provide fiscal estimates at least four times a year. 

2. Personnel Needs. Reduce by $91,605. Recommend reduction of 
two positions from commission's current authorized staffing level. 

3. Forecasting Function. Recommend that the Legislature direct 
the commission to develop an in-house capability to produce its 

$691,400 
573,564 
119,657 

$245,000 

Analysis 
page 
1588 

1588 

1589 

forecasts of revenues and expenditures. . 
4. Consultant Services. Reduce by $82,680. Recommend reduction 

in the amount budgeted. for consultant services. 
5. Consultant· Services.. Recommend that the commission provide 

specific justification for future requests for consultant services fund­
ing. 

6. California Necessities Index (CNI) Study. Reduce by $70,715. 
Recommend reduction in new resources budgeted to fulfill report 
requirement. 

GENERAL PROGRAM STATEMENT 

1589 

1589 

1590 

Chapter 1162, Statutes of 1979 (SB 165), established the Commission on State 
Finance. The commission has two primary responsibilities: 

(1) To provide forecasts of state revenues, current year expenditures and the 
surplus at least four times a year, and 

(2) To determine on June 10 of each year the amount of anY reductions in local 
assistance payments to be required under provisions of Chapter 282, Statutes of 
1979 (the AB 8 "deflator" provision). 

The commission consists of the following seven numbers or their designees: 
(1) President pro Tempore of the Senate, (2) Speaker of the Assembly, (3) 

Senate Minority Leader, (4) Assembly Minority Leader, (5) Director of Finance, 
(6) State Controller, and (7) State Treasurer. 

The commission is limited in duration to July 1, 1984, unless it is extended by 
legislation. . 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $691,400 from the General Fund for 

support of the Commission on State Finance in 1981,;"g2. This is an increase of 
$117,836, or 20.5. percent over current year expenditures. However, our review of 
the commission's activities to date indicates that current year expenditures are 

------~---------~----
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grossly overstated-perhaps by as much as $380,000. The commission's expendi2 , 

tures during the current year probably will not exceed $280,000, and could be as 
low as $190,000. These amounts represent a range of about one-third toone,-half 
of the $573,564 in current year expenditures estimated in the budget. 

If the amount requested in the budget for 1981-82 is compared tpthe probabl(! 
level of expenditures for the current year, the proposed increase is between 150 
and 260 percent, rather than the 20.5 percent indicated in the budget document, 
This amount will increase further by, the amount of any salary or staff benefit 
increase approved for the budget year. ' , 

Despite the fact that the agency is in its second year of operation, only two of 
the nine author'!zed staff positions have been filled. 

Legislative Direction 
We recommend that the Legislature direct the commission to: (1) hire an executive seCre­

tary, (2) fill available staR positions, and, (3) fulfill in 1981-82 its statutory obligations to 
provide fiscal estimates at least four times per year. 

Although the commission began operations in January 1980, ithas yetto hire an 
executive secretary and fill the majority of itS;.,staff positions. Without staff, the 
commission has been unable to, meet. its statutory obligation' to ,provide fiscal 
estimates to the Legislature at least four times a year. 

If the Commission on State Finance is to fulfill its appointed role in the budget 
year, it is critical that the commission staff up immediately. We recommend that 
the Legislature adopt the following supplemental language: 

"It is the intent of the Legislature that the Commission on State Finance act 
expeditiously in hiring an executive secretary and filling available staff positions 
so that the commission will be able to meet its statutory requirements in 1981-
82." 

Budgeted Stelf, Positions Unnecessary 
We recommend ,a i'eductionof $91,605 and two personnel-years because the' budgeted 

staffing level overstatesthe commission's needs on a workload basis. 
In addition to the executive secretary, the commission has eight permanent staff 

positions: six professipnals and two clericals. This number, authorized in the legisla­
tion establishing the commission, was a "best guess" as to the staffing needs of the 
commission. 

Our review of the commission's budget indicates that six professional positions 
(excluding the executive secretary) IS more than the number needed to meet the 
commission's workload needs. Given that the commission's responsibilities are 
limited to providing forecasts of revenues and expenditures four times per year, 
two positions for each function should be adequate. Accordingly, we recommend 
the elimination of: twoof the six professional positions (one authorized CEA I 
position and one staff services manager I position) and the concomitant staff 
benefits and operating expenses, for a General Fulid savings of $91;605. " 

Consultant Slitrvices 
Thecommissionisrequestlngan ongoing budget for professional and consultant 

services of $132,680. The request is equal to the amount,budgeted for the current 
year ($124,000), plus a 7 percent inflation adjustment. The commission has been 
unable to provide any detail or justification, as to how these funds would be spent 
in either the current or budget years~ , 

The commission has, to date, relied upon private fitmsfor assistance in perform­
ing its duties~ In 1979-80, it coIitracted with a private consulting group todbtain 
fiscal forecasts in order to'meet .its June 10 statutory reporting requirement. This 
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contract cost the commission $85;000 .. (The commission chose nottorelyupbnthe 
estimate provided by the consultantin proj~(!ting state General Fund revenlles.) 
In the current year;. the commission has issuegarequest for proposal to obtain 
forecasting models for both the, Californiaec()npmy and Caljforniatax revenues. 
The commission, however,·h,asn()tawatded.·thecontract as of thiswrltiIig.· 

Reliance on In-House Capabilities 
WerecoJT1m~nd that the Legislature direct the commission to develop an in-house capabili­

ty to prOdiice iisforeclists of rtivenues.and expenditures. 

It appears that the commission is undecided as to the mann~r ill which its 
statutory obligations should be fulfilled. On the one hand, the budgehequests a 
significant amount ()f funds for collsuitingservices, indicating an illtent to rely on 
outside assistance. On the other hand, the budget requests fundillg for nille perma­
nent staff positions, which is certainly adequate for in-house completion ofthejob. 

Our. evaluation of the services provided by the commission's first contractor 
illdicates that the funds would have"been better spent on the development of an 
ill-house capability. The modeling and research done Under the first contract are 
not accessible to commission or to any other state personnel, and therefore have 
lii:tle value today. In fact, the commission is in no better position today to prepare 
estimates, or evaluate those. provided by outside consultants, than it was one year 
ago. To rectify this, we recommend that the Legislature adopt the followmg 
supplemental report language: . " 

"It is the illtentofthe Legislature that the Commission on State Fillance 
develop an ill-house capability to produce forecasts of revenue and expendi­
tures." 

Reduction in Consultant Services 
We recommend a reduction of $82,680 in consultant services, to 'm.ore acc~tely reflect 

commission needs; We further recommend that the commission provide specific justification 
for all future req,!ests for consultant sendces. . 

The present Qudgetedlevel of consultant services appears to be based on the 
premise that th~ comnllssiOil wiD rely on outside support for the preparation of 
its fiscal forecasts. This, however, is not cortsistent with the level of stalHng pro­
vi.ded for the commission, and it appears that the budgeted amount can be re­
duced significantly. We recommend that $50,000 be budgeted for consultant 
services, which Will permit the commission to hire consultants for purposes of 
developing its in~house capabilities ill specific areas. This level of fundmg will 
permit Ii reduction of $82,680 from the budgeted level, for a savings to the General 
Fund. 

Additionally, we do not believe that the amount approved for the budget y~ar 
should be viewed as part of the comniission's baseline budget for future years. 
Consulting contracts. are one-time projects; each of~hich should be jndividually 
justified. Accordmgly, we recommend the Legislature adopt the following supple­
mental reporUanguage: . 

"It is the Legislature's 'intent that in futtitefiscru. years theConiniission on 
State . Finance provide specific justification' for amounts .budgeted for profes-
sional and consultant serviceS;~' . .... . 

CNI Study 
In an effort to find an alternative cost"of-living index for welfare pr()grams; the 

Legislature created the California Necessities Index (CNI) during the 1979--80 
session .. Chapter511I1980, which establish~d the·eNI, also reqUired 'the Commis­
sion on State Finance to: 
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• Study and report to the Governor and Legislature by December 1, 1981, on 
the way the CNI is determined; and 

• Recommend any changes in the index which would make it "more accurately 
reflect the impact of inflation on low-income families." 

Funding for Study Overstated 
We recommend the deletion of$7O,715, as the costs of meeting the report requirement are 

overstated. 

The commission has requested $120,715 iIi additional resources to perform the 
study required by Chapter 511. This amount covers the costs of two one-year 
positions and $50,000 for consultant and professional services. -

Since the study must be completed by December 1, 1981, it does not appear 
justifiable to provide the commission with authority for two positions which would 
not expire untjlJune 30,1982. The Legislature would be allocating the commission 
a level of resources greater than necessary to fulfill its statutory task. 

Given the short-term nature of the work to be done, we recommend that the 
commission contract out for the report. We believe the $50,000 budgeted for 
consultant and professional services in the commission's CNI study request is 
adequate to do the job. On this basis, we recommend that the $70,715-and two 
positions-remaining in the commission's request be eliminated, for a General 
Fund savings. 

We should note that it may be possible for the commission· to fulfill the study 
requirement without any additional funding. The issues raised by Chapter 511 are 
now being studied by the Assembly Office of Research (AOR), which plans on 
issuing a report setting forth its findings in March .. It is possible that the commission 
will be able to draw on the substantial research efforts already made by AOR staff 
and complete its required study with only a small amount of additional work. 

CALIFORNIA INFORMATION SYSTEMS IMPLEMENTATION 
COMMITTEE 

Item 874 from the General 
Fund Budget p, GG 131 

Requested 1981;..s2 ......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 .............................................................. i ....... ........... . 

Requested increase (excluding amount for salary 
increases) $1,002 (+1.8 percent) 

Total recommended reduction ....................... , ........................... . 
Recommendation pending ........................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Questionable Need for Committee. Recommepd deletion of item 

be considered because structure and role of committee may no 
longer be necessary. 

$56,818 
55,816 
48,453 

None 
$56,818 

. Analysis 
page 

1591. 
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GENERAL.· PROGRAM STATEMENT 
'The California Information Systems Implementation Committee is a statutory 

body comprised of 12 designated· members of the legislative and executive 
br,3:JlSp.~s; It is responsible for·recommepding specific legislative and executive 
acnons necessary to implement the state's electJ:onic data processing policies. 
These policies are set forth m Government Code Chapter 7, commencing with 
Section 11700, and Chapter 8, commencing with Section 11995. 

ANALYSIS AND RECOMMENDATIONS 
'The budget proposes an appropriation of $56,818 from the General Fund to 

support the comrtiittee's activities iIi 1981...:s2. This is an increase of $1,002, or 1.8 
percent over estimated current-year expenditures. This amount will mcrease by 
the amount of any salary or staff benefit increase approved for the budget year. 
The budget provides for the· continuation of one committee consultant and as-
sociated operating expenses. . 

Original Need for Committee 
The· California Information Systems Implementation Committee was estab­

lished by Chapter 1237; Statutes of 1971, at a timewhen major changes in the state's 
uses of electronic data processing (EDP) technology were underway. The primary 
change was a decision to consolidate computer resources into a small number of 
designated data centers. The magnitude of the consolidation eff()rt and related 
policy considerations made it desirable to establish a high-level EDP oversight 
function. The committee was established to meet this need. Since that time, all 
authorized consolidated data centers have been established, the most recent being 
the Health and Welfare Agency DataCenter which began operation in January 
1978. . . 

Questionable Need for Committee 
We recommend that the fiscal subcommittees evaluate the need for continued funding of 

this committee. 

In recent years,~~mmittee meeting~.· have served primarily as a forum for 
discussion of currentEDP issues, such as data communications, personnel recruit­
ment and retention,and major system development projects. Meetings were lim­
ited to one hour, and usually occurred on a monthly basis when the Legislature 
was in session. More recently, however, the number of monthly meetings has 
declined. For example, the committee's most recent annual report indicates that 
only five hearings were held in 1980. 

Our review of the various issues concerning the effective use of electronic data 
processing by the state has led us to conclude that the structure and role of this 
.committee may no longer be necessary. Several measuteshave been enacted in 
recent years which establish legislative policy.in this area:: Iriadditidn,Section 4, 
Budget Act of 1980, requires that the extensive guidelines contained in the State . 
Administrative Manual be met and followed. Further,the fiscal subcommittees· 
review all proposed major new systems and other· expenditures of funds foracquir­
ing computing equipment. Finally, our office makes recommendations on various 
administrative proposals forexpendituresoUunds fOr EDP systems and equip­
ment which are considered by the fiscal subcommittees; . .. .. . . 

Within the executive. branch, a California Information Technology Board 
(CITAB) was established in May 1980. This boardwas·established by the Director 
of Finance in response to the growing dependence of state agencies on computer 
technology as an integral part of their programs, and the existence of several.ED P 
issues which were in need of resolution in order to make the most cost-effective 
use of the technology. CITAB, which has a broad-based membership composed of 

.-- ---- ----
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large and small users ofEDP; has formed standing committees on state.Wide plan­
nmg, procurement and human resources. Inaddition, the State Office of Informa­
tibn Technology, Within the Department of Finance, continues to have review and 
approval authority for all expenditures proposed by the administration Jor EDP 
systems and equipment. . 

.For these reasons, we recommend that the fiscal subcommittees consider 
whether this jointlegislative I executive committee should be funded. If the deci­
sion is made to not provide funding, we wotild recommend legislation abolishing 
the committee. 

COMMISSION OF THE CALIFORNIAS 

Item 876 from the General 
Fund Budget p. GG 132 

Requested 1981-82 ............................. : ....................... , ................... . 
Estimated 1980-81 ........................•................................................... 
Ac~al1979-80 ............................... , .............. : ........ , ... : ...................... . 

Requested increase (excludirig amount for salary 
increases) $34,171 (+32.0 percent) 

Tot::» recommended re(:hiction ................................................... . 

GENERAL . PROGRAM StATEMENT. 

$140,878 
106,707 
80,742 

None 

The Commission of the Californias was established in 1964 to promote favorable 
economic and cultural relations With the States of Baja California and Baja Califor­
nia Sur of the Republic of Mexico. Chapter 965, Statutes of 1975, (1) expanded this 
mission to include education relations, (2) increased the size of the commission to 
18 members by adding the Lieutenant Governor to the sevenpublic members and 
10 legislative members; and (3) authorized the commission to accept grants from 
private foundations or individuals in support of its duties and functions . 
. The commission has an authorized staff of two, the executive director and a 

stenographer. 

ANALYSIS AND. RECbMMENDATIONS 
~erecommend approval. 

The budget proposes an approprhition of $140,878 from the General Fund for 
support of the conimission in 1981-82.This is an increas.e of $34,171, qr 32 percent, 
over estimated198Q-81 expenditures. This amount will increase by the amount. of 
any salary or staff bedefitincrease approved for the budget year' . . . . 

The commission isreqiiestilig the additional funds for temporary administrative 
help ($11,250), space and eqUipment rental which is currently funded in the 
budget of the Lieutenant Governqr's Office ($10,813), and increased ptinting and 
cOmnlunications needs ($5,290). The remaining $6,818 will be used for normal 
merit. salary and price increases, 

Table 1 summatlzesthe budget for the past, current and budget year. 
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• TaMe1' 
Commission of th~ Californias 

Budget Su!"mary 

Actual Estimated Proposed Challge 
197!J..80 . 198tJ.81 1981-82 Amount Percent 

Personal services ................................................... . 
Cortunission operating expenses ......................... . 
External consultant services' ............................. . 

Total Expenditures ........................................... . 
General Fund : ...................................................... ... 
Reimbursements ..................................................... . 
Personnel-years ...................................................... .. 

$57;zT9 
23,463 
59,058 

$139,800 
$80,742 
$59,058 

2.3 

$76,536 
30,171 

$106,707 
$1(J(J,707 

2.6 

$94,Q43 $17,507 22.9% 
46,835 16,664 55:2 

$140,878 $34,171 32.0% 
$140,878 

- -
3.1 0.5 19.2 

• The commission admiillstered a federally-funded study onniariiJ.~fishery·resources in 1979-80 . 

. COMMISSION ON CALIFORNIA STATE GOVERNMENT 
ORGANJZAT!ON AND ECONOMY . ..' 

Item 878 from the General 
Fund Budget p. GG'133 

Requested 1981-82 ................................................ ; ......................... . 
Estimated 1980-81 ..................................... : ................... , ...................... . 
Actual 1979-80 ............... ; .................. ~ ............... ;;.; .... ;.; .................... ~ ... . 

Requested increase (excluding amount for salary 
increases) $6;599 (+3.3 percent) 

Total recommended .reduction .............................. ; ..... ; ...... ; ........ . 

GENERAL PROGRAMSTArEM~NT 

$210;012 
2()3,412 
179;275 

None 

The Commission'on Califorpia State Government Organization and Economy 
conducts studies to promote economy arid efficiency in state government. Com­
mission members are reimbursed for related expenses, but receive no salary. Of 
the 13 commissioners, nine are public members appointed by the Governor and 
Legislature, two are members of the Senate and two are members of the Assembly. 
The commission's permanent staff consists of an executivedifector, an assistant, 
a secretary, and a program analyst. Funds equivalent to one personnel-year are 
also available for temporary help. 

ANALYSIS AND RECOMMENDATIONS 
. We recommend approval. 

The budget proposes an appropriation of $210,012 from tpe General Fund for 
support of the commission in 1981-82, which i8$6,599,.or3.3 percent, more than 
the esthnated current year expenditure. This amount will in.crease by the amount 
of any salary or staff benefit ip.crease approv~d for the b~dget year. 
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COMMISSION ON INTERSTATE COOPERATION 

Item 880 from the General 
Fund Budget p. GG 134 

Requested 1981--82 ......................................................................... . 
Estimated .1980-81 ........ , ....................................................... : ........... . 
Actual 1979--80 ................................................................................. . 

Requested increase-None 
Total recommended reduction ......•. , ........................................... . 

GENERAL PROGRAM STATEMENT 

$7~,014 
. 79,014 

78,964 

None 

The Commission on Interstate Cooperation provides for the state's participation 
as a member of the Council of State Governments. The commission consists of 
seven senators, seven assemblymen, five state officers appointed by the Governor 
and one e,,-officio, nonvoting member from t4e Commission on Uniform State 
Laws. The Council of State Governments is a national association established to 
strengthen the role of the states in the federal system and to promote interaction 
among the states. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes an appropriation of $79,014 from the General Fund as the 

state's proportionate share of the national organization's operating costs for 1981-
82. The council's assessments are based on a population formula which provides 
for a pro rata distribution of the costs among the states; 

The amount budgeted in this item represents the difference between the coun­
cil's total state assessment and the amounts required for: (1) the National Gover­
nor's Conference, which is contained in the budget of the Governor's Office, (2) 
the National Conference of State Legislatures, which is contained in the b~dget 
of the Senate, and (3) the National Association of State Budget Officers, which '8 

contained in the budget of the Department of Finance. 

COMMISSION ON THE STATUS OF WOMEN 

Item 882 from the General 
Fund Budget p. GG 34 

Requested 1981--82 ....................................................................... ; .. . 
Estimated 1980-81 ............................................................................ . 
Actual 1979--80 ................................................................................. . 

Requested increase (excluding amount for salary 
increases) $26,355 (+6.9 percent) 

Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$407,001 
380,646 
275,517 

None 

The Commission on the Status of Women, successor to a limited-term agency 
established in 1965, is a 17 -member body consisting of two statutory members (the 
Superintendent of Public Instruction and the Chief of the Division of Labor Stand­
ards Enforcement), one public member and three members of the Assembly 
appointed by the Speaker, one public member and three Senators appointed by 
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the Senate Committee on Rules, and seven public members appointed by the 
Goverrior. The public members have staggered, four-year terms of office. 

The commission's program focuses on legislation, education, employment and 
counseling. It includes the following activities: 

(1) Examination of all bills in the Legislature which affect women's rights. 
(2) Maintenance of an information center on the current needs of women. 
(3) Consultation to organizations working to assist women. 
(4) Study of women's educational and employment opportunities, civil and 

political rights, and factors shaping the roles assumed by women in society. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

The budget proposes an appropriation of $407,001 from the General Fund for 
support of the commission in 1981-82. This is $26,355, or 6.9 percent, more than 
estimated current-year expenditures. This amount will increase by the amount of 
any salary or staff benefit increase approved for the budget year. No outside grant 
support is anticipated by the commission in the current or budget year. 

The requested budget increases deal only with baseline and workload adjust­
ments. Table 1 presents the proposed budget changes including: (1) the addition 
of 0.5 personnel-years for temporary clerical help, (2) salary adjustments, and (3) 
general price increases. This table also shows current-year changes, including a 
$15,500 deficiency allocation for contingencies and emergencies. The proposed 
amounts appear to be reasonable, and we· recommend approval. 

Table 1 
Commission on the Status of Women 

Proposed 1981-82 General Fund Budget Changes 

Cost Total 
1980-81 Budget 

Budget Act appropriation .................................................................................... .. 
Allocation for employee compensation .............................................................. .. 
Allocation for contingencies and emergencies ........................ , ............ : ........... . 

1960-81 Current-Year .Revised ........................................................................ .. 
1981-82 Budget 

1. Workload Changes 
a. Temporary clerical help ............................................................................... . 
b. Salary and benefit adjustments ................................................................... . 
c. Informational spots (radio and television) ...................... , ....................... .. 
d. Reduction for needs assessment ................................................................ .. 

Subtotal ............................................................................................................... . 
~. Cost Changes-General Price Increase in Operating Expenses ............ .. 

Total Proposed Changes ................. ; ................................................................... . 

1981--S2 Proposed Expenditures ............................................................................... . 

$332,305 
32,841 
15,500 

$8,814 
9,571 
1,475 

-3,550 

$380,646 

$16,310 
10,045 

($26,355) 

$407,001 

Table 2 summarizes commission expenditures and budget growth between 1979 
-80 and the budget year. 

Current-Year Deficiency 
A deficiency allocation of $15,500 for operating expenses and equipment 

(OE & E) is included in the 1980-81 baseline budget. Our review confirms that 
without the additional support, basic activities could not be accomplished, includ­
ing two of the three annual commission meetings and four editions of the newslet­
ter. The underbudgeting was caused by two factors: (1) the addition of new staff 
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Table 2 
California Commission on the Status ofWomeri 

Budget Summary 

Actual Estimated 
1979-80 1980-81 
$186,157 $259,001 

91,274 121,645 
Personal services ................................................. . 
Operating expenses and equipment... ............ . 

Totals .................................................................. . $277,431 $380,646 
Reimbursements ................................................. . -1,914 

- Net Totals ....................................................... ... $275,517 $380,646 

Percent 
Change 

39.1% 
33.3 

37.2% 

38.2% 

PrOpoStid 
1981-82 
$275,866 
131,135 

$407,001 

$407,001 

Peicent 
Change 

6.5% 
7.8 

·6:9% 

6.9% 

without corresponding operating support and (2) inadequate price increasesior 
the last· two years. When state agencies develop baseline budget requests, they 
have the option of (a) using a 7 percent adjustment or (b) itemizing increases. as 
established in the Department of General ServiCes' annual price letter. The com­
mission used the 7 percent blanket adjustment which resUltedm underbudgeting. 
If the commission had used increases allowed by the price. letter for such items as 
printing, travel, and communications, the increased funding for opetatingex-
penses woUld have be~n sufficient to continue basic activitieS. .... 

Without this current-year adjustment, underbudgetingwoUlC;l rec-ur in. the 
budget year. Withthis one-time $15,500 adjustment, past underfiuiding has been 
corrected and future incteases should be limited to those in the price letter. 

Technical Budget Corre~tion . 
The increase of $8,814 for temporary clerical personnel includes $964 in benefits 

which have been incorrectly scheduled as general expenses. A budget revision is 
needed to reflect the $964 in personal services-benefits and to reduce general 
expenses accordingly. This change has no net effect on the budget totals .. 

DEPARTMENT OF FINANCE 

Item 887 from the General 
Fund Budget p. GG 137 

Requested 1981-82 .................................................... , ...... : ............ .. 
Estimated 1980-81 .................................................. , ....................... .. 
Actual 1979-80 .................................................................................. . 

Requested increase (excluding amount for salary 
increases) $554,785 (+4.8 percent) 

Total recommended reduction ................................................... ; 

$12,189,493 
11,634,708 

9,731,360 

860,000 

. " ~ 
Analysis 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS .. pa!?e 

1. Deputy Director's Position. Reduce Item 414 by $60,000. Recom- - 1598 
mend deletion of funding for vacant, duplicative position. 

2, Accounting Personnel. Recommend the. department report on 1598 
problems in hiring and retaining competent accounting staff)n 
state. ag~ncies. .. 

3. State Office ofInformationTechnology Staffing. Recommend de- 1602 
partment discuss sufficienC'v of shIff reS01Jrf'PS to flllfdl F:OP man­
agement responsibilities. 
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ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $12,189,493 from the General Fund for 

support of the Department of Finance; This is an increase of $554,785, or 4.8 
percent, over the department's estimated General Fund expenditures for the 
current year. This amount will increase by the amount of any salary or staff benefit 
increase approved for the budget year. The department also anticipates receiving 
$865,454 in reimbursements, making total budget-year expenditures $268,316,' or 
2.1 percent, more than estimated total 1980-81 eXpenditures. In addition to the 
amount budgeted for ongoing activities, the department proposes $12,648,765 for 
development of the California Fiscal Information System (CFIS), which is 
analyzed separately (Item 888). 

Table' 1 presents a breakdown of the budget, by program and funding source, 
for the past, current, and budget years. 

Programs 
Budget preparation 

and enactment .... ; ........• ;; .. ~ ....... . 
Budget support 

and direction ............................. . 
Assessment of 

state. programs ................... : ...... .. 
Supporting 

information ................................. . 
Administration ............................... . 

Totals ............................... ; ........... . 
GeneralFund ................... ~ ........... . 
ReImbursements ............. ,:; ........... . 
Personnel-years ................ : ............ . 

Table 1 
Department of Finance 

Budget Summary 

Actual Estimated Proposed 
1979-80 1980-81 198J.lJ2 

$2,934,028 $3,541,116 $3,660,216 

1,702,870 1,880,005 1,890,850 

5,131,828 5,189,350 5,312,721" 

1,633;838 2,176,160 . 2;191,160 
(456,477) (411,218) (419,~83) 

$11,402,564 $12,786,631 $13,054,947 
$9,731,360 $11,634,708 $12,189,493 

1,fi'l1,21J4 1,151,923 885,454 
318.4 321.7 319'.7 

Change 
Amount Percent 

$119,100 3.4% 

10,845 0.6 

123,371 2.4 

i5,0Q0 0.7 
(7,965) 1.9 

$268,316 2.1% 
$554,785 4.8% 

-286,469 -24.9 
-2.0 -0.6 

" As reduced by a proposed special adjustment of $224,946. The adjustment would eliminate 7 proposed 
new positions in the State Office of Information Techriology. 

The increase in budget-year expenditures is primarily due to price and merit 
salary increases. The budget changes proposed by the department are (1) $30,600 
for data processing costs associated with the use of CFIS, and (2) the conversion 
of five limited-term audit positions to permanent status: 

The major funding change, as Table 1 shows, is a 24.9 percent decrease in 
reimbursements. This is primarily due to the redirection of the department's 
auditors from performing reimbursed fiscal audits t() conducting nonreimbursed 
financial and performance evaluations. 

CFIS Service Center 
The department requests $30;400 to pay the data processing costs of a unit that 

is assisting users of the California Fiscal Information System (CFIS). The original 
function of the unit; which operates within the performance evaluation unit but 
isreimbursed by CFIS, was to monitor the reliabIlity and consistency of perform­
ance measurement data that is being submitted to CFIS. (The pefformance meas­
ures themselves were developed by Department of Finance staff.) During the 
current year; however, the reimbursed positions also have been retrieving fiscal 
and performance measures information from the CFIS data base for analysts and 
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management within the department. The department is funding this service frQm 
savings during the current year, but CQstsare expected tQ rise in 1981-82 as the 
number .of departments in the CFIS data base, and cQnsequently the number .of 
requests fQr assistance, grQw. 

Unnecessary Deputy Director Position 
We recommend that salary savings be increased to eliminate the funding for a Deputy 

Director position that has been vacant for five years, for a savings of $60,{}(}() from the General 
Fund .. 

The department is authQrized three deputy directQr PQsitiQns tQ prQvide leader­
ship .on PQlicy and management issues. These PQsitiQns are exempt frQm civil 
service requirements. One .of these PQsitiQns has been vacant since 1975. When we 
repQrted the vacancy in .our analyses .of the 1976 and 1977 Budget Bills, the depart­
ment stated that the PQsitiQn was necessary and WQuld be filled. The department 
has cQntinued tQ rely .on Career Executive Assignment (CEA) apPQintments, 
hQwever, tQ perfQrm the deputy directQr's duties. • 

We see nQ reasQn tQ budget funds fQr a vacant PQsitiQn, the duties .of which are 
perfQrmed by .other PQsitiQns, particularly given the shQrtage .of funds available tQ 
maintain existing service levels under .other state prQgrams. We recQmmend that 
salary savings be increased tQ eliminate $60,000 in salary and benefits fQr the vacant 
deputy directQr's PQsitiQn. This recQmmendatiQn WQuld retain the authQrizatiQn 
fQr this deputy in the budget, but eliminate the excess funds. 

Performance Accountability Reviews 
The department prQPQses tQ CQnvert five limited-term audit PQsitiQns tQ perma­

nent status, at an annual CQst .of $155,818. These auditQrs are assigned tQ the 
department's Financial and PerfQrmance AccQuntability unit (FP A), which per­
fQrms financial, budgetary and QperatiQnal audits .of-and is develQping internal 
auditing standards fQr-state agencies. The unit dQes nQt perfQrm detailed fiscal 
audits, as dQes the AuditQr General's staff; rather, it evaluates state departments' 
accQunting cQntrQls and reviews their cQmpliance with state and federal regula-
tiQns. . 

The FP A staff .of 41 auditQrs performs the fQllQwing three functiQns: 
1. Twenty-nine PQsitiQns review selected prQgrams fQr inefficient .or incQrrect 

fiscal prQcedures,and assist departments with particular accQunting prQb­
lems. FPA planstQ schedule its departmental reviews in the same .order as 
the departments implement the standard accQunting system being devel­
.oped as part .of the CFIS prQject. 

2. One PQsitiQn assists departments which have limited audit reSQurces with 
special audit prQblems .or with making mQdificatiQns in their existing audit 
prQgrams. 

3. The department is required by law tQ perfQrm audit services fQr several state 
funds and prQgrams. The remaining eleven PQsitiQns perfQrm these audits. 
They are alsQ develQping prQcedures to standardize and cQQrdinate the work 
.of all executive branch internal auditors. 

Our analysis indicates that there is a significant need fQr such reviews and the 
recQmmendatiQns that they generate. 

Accounting ahd Reporting· Problems Indicate Fiscal Control Deficiencies 
We recommend that the department, with the assistance of the State Personnel Board, 

report to the Legislature by October 1, 1981, on (1) the nature and extent of problems in 
hiring and retainiIlg competent accoUllting .5taff in the various state agencies and (2)· recom­
mended actions to overcome these problems and prevent their recurrence. 
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Several recent, major delays and errors ill the state's accounting and reporting 
activities, as well as the conclusions drawn by auditors of various departments, 
indicate that the state's accounting performance has deteriorated over the past 
several years. For instance: 

• For several months, after top-level fiscal and accounting staff left the Depart­
ment of Health Services, the General Fund supported more than its share of 
Medi-Cal expenses because the remaining staff did not know how to maintain 
current control of the state and federal division of costs. While the state 
eventually recovered the federal share of the Medi-Calexpenses, it lost invest­
ment interest on General Fund monies which were used temporarily in place 
of the federal funds. 

• As weare reporting elsewhere in this year's Analysis, the Department of 
Forestry has failed to bill the federal government promptly and accurately for 
the reimbursable costs it has incurred while fighting fires on federal land. The 
Financial and Performance Accountability unit of the Department of Finance 
estimates that the Forestry Department has lost almost $7 million in recover­
ies due to (1) a poor cost accounting system, (2) fire suppression contracts 
which do not conform with state regulations, and (3) poor management con­
trol of cost allocation and billing information. 

• An internal audit of the Department of Aging resulted in findings that (1) the 
department's fiscal branch was left without a trained lead accounting officer 
after a reorganization, (2) the department's budget is prepared by staff un­
trained for the task, and (3) there "are no longer any key staff accountants 
in the accounting section. No one is being trained to understand and know the 
total Accounting Office." 

• Sixteen departments did not submit submit year-end reports for 1979-80 to the 
Controller's Office until at least mid-August of 1980, despite the July 20 dead­
line set in the State Administrative Manual. The Department of Health Serv­
ices reported OIl November 3, and the Department of Education reported on 
December 12. The Controller's Officeprepar~d and published its preliminary 
1979-80 financial statements for the General Fund using estimates of accruals 
for the two large departments as well as for several smaller ones. 

Conversations with staff of the Controller's Office and the Auditor General's 
. Office have indicated that situations similar to those cited above are widespread. 
The primary problems appear to be that many departmeIltal staff lack knowledge 
of basic accounting concepts and state accounting procedures. Often departments 
do not train back-up personnel for supervisors or staff with particular expertise. 
Several of the problems described above occurred after the departure of key 
employees. 

As we have noted, accounting problems have led to tbe loss of federal reimburse­
ments and investment income to the General Fund. Late or qualified financial 
reports can lead to lower bond ratings and therefore higher borrowing costs for 
the state. Finally, during a period of budget austerity and General Fund cash-flow 
problems, departmental accounting errors and delays coUld caUse major difficul-
ties for the state's cash management staff. __-

The Government Code gives the Department of Financ'e' general power of 
supervision over all matters concerning the financial and business policies of the 
state. The department currently provides fiscal oversight and assistance through 
its Financial Performance and Accountability (FPA) section and its Fiscal Systems 
and Consulting (FSC) unit. In addition, the California Fiscal Information System 
(CFIS) task force is developing a standard accounting system and coding.structure 
for the state. The CFIS system will not be fully implemented until 19~ at the 
earliest, however, and the activities of the FPA and FSC units have not prevented 
the problems cited above. 
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We recognize. that the FPA unit was only established in 1979-80, and could not 
have averted the problems that had developed over a long period of time. Its 
emphasis, however, is on short-term, high priority reviews. We question whether 
this approach will solve what appear to be pervasive and basic deficiencies in many 
departments. . 

The resources budgeted for these review programs may not be adequate; more 
importantly, they concentrate on evaluating systems as opposed to personnel. No 
system will produce timely, accurate, informa.tion unless the people operating it 
understand accounting principles and the state's fiscal system. 

We recommeI).d that the department, with the assistance of the State Personnel 
Board,reviewthe· state's approach to hiring and training sccounting personnel 
and staffing departmental accounting sections. We further recommend tpat it 
submit to the Legislature a report of its findings, along with recommended actions 
to Qvercome any systematic problems, by October 1, 1981. 

We suggest the following supplernentallanguage to implement this recommen­
dation: 

"The Department of Finance,with the assistance of the State Personnel 
Board, shall review the state's approac~ to hiring and training accounting per­
sonnel and staffing departmental accounting sections. It shall submit to the 
Legislature, by October1, 1981,a report ofits findings. The report shall include 
recommendations to overcome any significant deficiencies in this area and pre­
vent their recurrence. 

STATEWIDE ELECTRONIC PATA PROCESSING 
The De"lpartment of Firiance is responsible for statewide coordination ana con­

trol of electronic data processing (EDP) for all state agencies except the Univer­
sity of California, the State Compensation Insurance Fund, the community college 
districts, agen'ciesprovided for by Article VI of the Constitution, and the Legisla­
ture. Its responsibilities are prescribed in the Government Code and Section 4 of 
the Budget Act ofl980.These responsibilities are carried out througp the State 
Office of Information Technology (SOIT) in the Department of Finance. The 
office is directed by an appointee of the Governor, and is authorized 14 positions 
in the current year. The propqsed budget for 1981-82 totals $711,057, an increase 
of 27 percent over estimated current-year expenditures. 

EDP Expenditure Increases· Vs. EQP Control 
SOIT estimates that the state's totalEDP expenditure over which the depart­

ment has specified responsibility will be $300 million in the budget year, excluding 
expenditures by state agencies exempt from the department's control. This 
amount represents a substantial increase from current-year expenditures of $250 
million, and is more than double the amount for 1975-76 ($128 million) . Expendi­
tures are estimated because there is no specific accounting for EDP expenditures 
on· a statewide basis. 

Reason for Growth 
As state agencies seek ways to increase the cost-effectiveness of programs, a 

growing number are tu.rning to EDP technology as the best solution. In many 
cases, from a practical perspective, EDP represents the only solution. The trend 
to greater use of EDP is the result of technological developments such as (1) 
significant .reductions in the cost of equipment made possible by advances in 
microelectronics, (2) an increased array of equipment, including so-called "desk 
top" computers, (3) significantly improved user-oriented computer software, and 
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(4) improved operating concepts such as "distributed" data processing, whereby 
computers are distributed among users and linked to a larger central computing 
facility. ' 

Legislative' Support 
State law and policies governing the uses of EDP have evolved over the last 15 

years, with the Legislature providing much of the initiative. Most recently, the 
Legislature restructured state purchasing law to establish a new procedure which 
recognizes the uniqueness of EDP equipment procurement. The new law, Chap­
ter 761, Statutes of 1980, is intended to facilitate the cost-effective acquisition of 
EDP equipment to best meet the needs of the state, while at the same time 
enabling the state to protect itself from manufacturers of faulty equipment. Chap­
ter 643, Statutes of 1980, updated Government Code sections relating to EDP 
policies and procedures, and added provisions making the Director of Finance the 
state's advocate in the utilization of information technology. 

CITAB Established 
On May 5, '1980, the Director of Finance amiounced the establishment of an 

advisory group to recommend statewide policy regarding the use of information 
technology. Titled the California Information Technql()gy, Advisory Board 
(CITAB), its membership consists of the directors of several departments and 
designated Constitutional officers. This new body was established because of the 
state's increasing reliance on EDP technology and the recognition of several sig­
nificant problem areas inhibiting the most cost-effective use of the technology. To 
address these problems, the board has established standing committees in three 
keyEDP ,are,as: (1) statewide planning, (2) procurement and (3) human re­
sources. 

BecaUse CITAB was formed only recently, it is too early to assess its effective­
ness. However, since its formation, the board, primarily through its standing com­
mittees, has been active in addressing some of the key issues facing users of EDP 
technology. 

Significance of Growth 
The significance of the substantial growth in EDP expenditures is not the size 

of the expenditure increase,but the extent to which this increase has affected the 
way state agencies conduct business. For example, an increasing number of agen­
cies are relying on the use of terminal devices which are connected through cables 
or telephone lines to a computer. In the Health and Welfare Agency alone, the 
agency data center has predicted that the number of terminals connected to its 
facility will increase from approximately 840 in the current year to about 2;400 
during 1981-82. Approximately 1,000 terminals are connected to the Teale Data 
Center's computer center. Such major increases in departments' access to comput­
ing technology extend the influence of automated systems. When the extent to 
which automation permeates state operations is considered, the significance of the 
substantial EDP growth which is occurring goes far beyond the estimated $300 
million outlay for EDP in 1981-82. When a central computer fails to operate, 
thousands of employ~es and clients are affected. 

Increased Growth and Decreased Control 
Our review of the uses of EDP technology by the executive branch indicates 

that the sustained increase in EDP expenditures is being offset by a substantial 
decrease in central control of EDP. Although SOIT has in the past been criticized 
for overcontrolling EDP, our review of the office's performance indicates that 
overcontrol is, for the most part, no longer an issue. The issue now isa lack of 
control because the office has been forced to be more selective in which EDP 

54--81685 
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activities it reviews. salT staffing has not been increased to keep pace with the 
rapid expansion in statewide EDP activities as we discuss below. As a result, there 
has been to some extent a de facto delegation of authority to departments .instead 
of a carefully selected delegation. 

Concurrently, the ability of many departments to apply EDP technology in the 
most cost-effective Jllanner has not improved significantly. In this analysis we have 
identified several EDP-related issues with respect to various Budget Bill items 
which, in the aggregate, demonstrate poor EDP planning and, in some instances, 
no real planning at all. 

This situation has sei."ious implications for the future because of the proliferation 
of computing power to numerous state agencies, many of which have little or no 
EDP experience. 

Proposed minicomputer acquisitions, particularly those in the "desk-top" cate­
gory, are showing significant increases. Word-processing, normally not considered 
an EDP activity, is expanding rapidly in an essentially uncontrolled manner at the 
same time that "office of the future" concepts and equipment are evolving which 
integrate classical data processing and word processing using the same computer. 
Clearly, this is not the time to relinquish or severely reduce EDP control of 
individual departlnental EDP activities. 

Adequacy of Staff 
We recommend that the Department of Finance provide the fiscal subcommittees and the 

Joint Legislative Budget Committee, prior to t4e budget hearings, a writteli assessment of 
the adequacy of the proposed staffing for the .State Office of Information Technology, based 
on the departments reconsideration of the need /0 increase both control of, and assistance 
to, state agencies with respect to the uses of EDP technology. 

As statewide EDP expenditures and activities increase dramatically, the ability 
of the Department of Finance to carry out statewide EDP management respon­
sibilities is limited by a relatively small staff. Table 4 displays salT staffing from 
1975-76 through 1981-82 (the period in which EDP expenditures have doubled). 

Table 4 
Staffing in the State Office of Information Technology 

PersonneJ-
Fiscal Year 

.197s..:76 ........................................................................................................... . 
1976-77 ........................................................................................................... . 
1977-78 ........................................................................................................... . 
1978-79 ................................ ; .......................................................................... . 
1979-80 ........................................................................................................... . 
198().,81 • ......................................................................................................... . 
1981-82 b ...••••••••.•..•..............•••••••..•.••.•.•..•••..•••..••.••••••.••.......••••......•....•............ 

• Estimated. 
b .Proposed. 

Years 
11.4 
15.0 
16.3 
14.7 
13.3 
14.0 
14.0 

Percent 
Change 

30.4% 
8.7 

-9.8 
-9.5 

5.3 

Cumulative 
Change 

30.4% 
41.7 
27.8 
15.6 
21.7 
21.7 

As shown in Table 4, SalT staffing in 1981-82 will remain at the current-year 
level. Workload information provided by salT shows significant decreases in 
numerous workload areas because of insufficient staff resources, and that an addi­
tionall6.5 personnel-years is required if the office is to fulfill both its EDP control 
and EDP advocacy responsibilities. Further, we discuss below several EDP-related 
areas where there is currently insufficient state activity. Accordingly, we recom­
mend that the department re.consider the proposed staffing for salT and provide 
the fiscal subcommittees and the Joint Legislative Budget Committee, prior to 
budget hearings, a written assessment of the adequacy of the staffing level. 
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Statewide EDP Issues 
Our review of the state's uses of EDP technology over the past several years as 

well as current plans for expanded and new EDP uses indicates numerous areas 
which are receiving little or no attention, but which have potentialfiscal implica­
tions. These areas are summarized as follows: 

Optimum Size of Data Centers. In our Analysis of the 1976-77 Budget BilL we 
recommended that the Department of Finance " ... assume leadership responsi­
bility for the development of consolidated data center plans which will recognize 
a practical limit on the size and scope of each consolidated data center ... " The 
department's response at that time was that it was not practical to develop such 
plans. Since then, the Teale Data Center has established a second computing 
facility, with an attendant general rate increase of 18 percent, and the Health and 
Welfare Agency DataCenter is, according to some observers, approaching a crisis 
situation. 

Proliferation' of Minicomputers. The large data centers authorized by the 
l.egislaturein 1972 were intended to end the proliferation of independent, depart­
mentally-operated, dedicated computers. Current trends indicate an impending 
proliferation of independent, departmentally-operated minicomputers, some as 
powerful as the dedicated computers replaced originally by the large data centers. 
This proliferation is occurring in the absence of statewide planning. As a result, 
software maintenance, training, system backup and ultimate system growth and 
conversion-all cost factors-are receiving scant attention from a statewide per­
spective. The result of this largely uncoordinated decentralization of EDP, cou­
. pled with eventual office automation programs, will have an as yet unknown effect 
on statewide EDP efficiency and cost. 

Manufacturer Specific Procurements. There have been a number of computer 
procurements limited to a specific manufacturer. The State Administrative Man­
ual does not provide adequate policy direction with respect to the reasons which 
have been used to substantiate these procurements. 

Quality of State Consultants. The Department of General Services provides 
EDP consulting assistance to departments on a reimbursable basis. This assistance 
includes analysiS and programIlling. The quality of the service provided has 
ranged from totally inadequate to acceptable. At the same time, as more state 
agencies look to EDP as a necessary solution to fiscal and program problems, the 

. need for skilled personnel resources will continue to increase. 
System Operating Softw(lre Maintenance. Systems software specialists are one 

of the most sought-after EDP specialists, and system software maintenance is a 
costly activity. The state has three large Sperry Univac-oriented computer facili­
ties and three large IBM-oriented facilities, each with its own separate system 
software staff. The potential for consolidating system software expertise and stand­
ardizing operating systems software should be explored. 

Workload Leveling. The ~ajor data centers have surplus capacity, generally 
on the weekends. The Teale Data Center has substantial rate differentials to 
encourage users to schedule work for nights and weekends in order to reduce 
weekday demand, which is the demand responsible for frequent augmentations 
to system capacity. The Teale Data Center operates on weekends on a scheduled 
basis, and has staggered the work shifts of its operations personnel accordingly. 
The Health and Welfare Agency Data Center offers no rate differential and 
schedules weekend processing on an overtime basis. The potential for workload 
leveling among the IBM and Sperry Univac data centers should be addressed. 

Equipment Upgrade Trauma. Frequent equipment capacity upgrades, with 
attendant system "bugs" and "downtime", have been cited as "traumatic" experi-
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encesfor data centers and users. One way to decrease the number of upgrades 
would be to contract with the private sector to provide computing resources for 
overflow work until the amount of work being contracted out is sufficient to justify 
one major upgrade, as opposed to the several which would normally occur. 

Usefulness of EDP Applications. A July 1980 audit of a New York City automat­
ed financial management system, conducted by the New York State Comptroller's 
office, revealed that about 58 percent of 65 monthly reports were not needed, and 
that over one-half of the remaining reports could be produced less frequently. 
According to the audit report, approximately $7.5 million was expended in one 
year to produce these reports. A recent article in Computerworld, a major trade 
publication, suggested that 10 to 30 percent of automated production jobs were 
unnecessary. A May 1979 Review of Dflta Processing Usage in the Executive 
Branch, prepared by the Auditor General, identified a total of 40 EDP applications 
costing approximately $300,000 that were described as being of little value. Under 
current state procedures, the detection of relatively useless EDP applications or 
reports is essentially left to chance. 

Computer Crime. According to Computerworld, a recent FBI report disclosed 
an average "take" of $430,000 as the result of computer-assisted embezzlement. As 
the state moves increasingly to automated payroll and disbursement systems, the 
importance of approriate security controls becomes critical, Consideration should 
be given to periodic security audits conducted by an independent agency, includ­
ing unscheduled visits and attempts to penetrate security. 

Data Center Consolidation. Data center facility expansion is costly; yet, 
present growth trends indicate continued expansion. It would be appropriate to 
consider the feasibility of designing, constructing and operating secure facilities 
which would consolidate the existing large data centers into, for example, one 
IBM-oriented facility and one or two oriented to Sperry Univac equipment. 

Statewide Data Communications 
State operations involve, on a daily basis, the transmission of millions of elec­

tronically-encoded messages among data centers and users. This information is 
transmitted through data communications networks, primarily ones using leased 
telephone lines. In recent years, the number, size, and cost of networks dedicated 
to data centers have grown. Because of this growth, and the possibility for reducing 
the cost 6f data communications, we recommend in the Analysis of the 1980-81 
Budget Bill that SOIT examine the feasibility of consolidating certain network 
functions. 

In response to this recommendation, SOIT and the Departinent of General 
Services formed the Data Communications Executive Advisory Committee com­
posed of executive level representatives of ten state agencies which make exten­
sive use of data communications. The advisory committee has scheduled several 
presentations by both state agencies and private sector firms in an effort to gather 
information as part of a feasibility study for a state data communications system. 
Although the report has not been completed, the effort has met resistance from 
some state agencies which have indicated a preference for independent data 
communications networks. Originally scheduled for completion on December 1, 
1980, the feasibility study report has been rescheduled for later in this fiscal year. 
The report was rescheduled to· address the concerns of these agencies and to 
gather additional information. 

Data communications is assuming an increasingly vital role in state operations, 
and the efforts of the task force should eventually result in a more effective 
statewide communications capability. In addition, a new data communications 
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system could free the state from vendor restrictions imposed on individual com­
munications networks. These restrictions have the effect of limiHng compeHHon 
for computing equipment. For these reasons, we will continue to follow this issue 
closely, and plan to address the advisory committee's feasibility study report, if it 
is available, during the budget hearings. 

Department of Finance 

CALIFORNIA FISCAL INFORMATION SYSTEM 

Item 888 from the General 
Fund Budget p. GG 145 

Requested J981-82 ............................. ~ ........................................... . 
Estimated 1980-81 ..................... · ...................................................... . 
Actual 1979-80 ................................................................................. . 

$12,648,765 • 
7,827,337 
2,921,902 

Requested increase (excluding amount for salary 
increases) $4,821,428· (+61.6 percent) 

Total recommended reduction ................................................... . 
Recommendation Pending ........................................................... . 

$965,873 
$2,007,984 

• Item 888-01HlO1 of the Budget Bill shows an appropriation of $10,640,781. This corresponds to the 
amount shown in the Governor's Budget. Provision 4 of the Budget Bill language, however, appropri­
ates an additional $2,007,984. This is not explained in the Governor's Budget and has not ·been 
deducted from the General Fund surplus. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDA liONS 
1. CALSTARS Implementation. Reduce Item8lJ8-0ll-001(b) by 

$22fi4(J(), Item 8IJ8~Oll~OO1 (c) by $543,473, and Item 8IJ8-0ll-001 (E) 
by $196,(J(}().. Recommend reduction in support for implementa­
tion ofthe standard accounting system to correct for overbudgeting 
and to delay the establishment of a San Francisco node until work­
load warrants it. 

2. Data Processing Appropriation. Withhold recommendation on 
$2,007,984 for data processing costs not explained in the budget. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

1608 

1609 

In response to the need for modernizing and improving the state's budgeting, 
accounting and reporting systems, the Department of Finance contracted with the 
consulting and accounting firm of Deloitte, Haskins and Sells in October 1977 to 
assist the department (1) reexamine the state's fiscal management requirements 
and (2) identify alternative systems which would be more responsive to the per­
ceived needs of executives and legislators. Funding for the contract came from a 
federal grant· of $132,600. 

Based on (1) the findings and proposals in the consultant's final report (May 
1978), and (2) the policy established in Chapter 1284, Statutes of 1978 (AB 3322), 
the Legislature provided first-year funding for the California Fiscal Information 
System (CFIS) in the 1978 Budget Act. The consultant's final report identified 
over 120 interrelated CFIS activities to be accomplished over a seven-year period, 
at an estimated total cost of $21 million to $27 million. As we have. reported in 
previous analyses, there is no objective basis upon which to evaluate the precise 
costs and benefits of the specific activities proposed under CFIS, or analyze the 
long-range cost estimates. 
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The objectives of CFIS include (a) developing a centralized fiscal and program 
data base designed to· facilitate forecasting, modeling, and revenue monitoring, 
and (b) improving expenditure and program performance data. Additional objec­
tives include reporting timely and uniform fiscal data in both tabular and graphic 
formats, and categorizing expenditures by object of expenditure, program, organi­
zation, and fund source. 

CFIS is administered by a task force which functions as an organizational unit 
within the Department of Finance. The task force works with representatives of 
the executive and legislative branches, who serve on the California Fiscal Advisory 
Board (CF AB), to set CFIS goals and select fiscal management systems. The task 
force then oversees implementation of these systems. 

Table 1 
California Fiscal Information System 

Budget Summary 

Actual Estimated Proposed Change 
Task Force Support 1979-80 1980-81 1981-82 Amount Percent 
Personal services ............................ $1,050,104 $1,492,723 $1,552,093 $59,370 3.4% 
Operating expenses: 

General expenses ........................ 208,490 232,709 323,144 90,435 38.9 
Facilities operations .................... 76,832 127,678 207,814 80,136 62.8 
Outside consultants .................... 134,415 50,000 160,000 110,000 220.0 
Services provided by the De-

partment of Finance .......... (165,000) 220,000 235,400 15,400 7.0 
Data processing .......................... 198,426 636,208 1,533,789 897,581 141.1 
Other .............................................. 50,785 128,547 140,647 12,100 9.4 

Subtotals, operating expense $668,948 $1,395,142 $2,600,794 $1,205,652 86.4% 
Subtotals, Task Force support ...... $1,719,052 $2,887,865 $4,152,887 $1,265,022 43.8% 

Special Items of Expense 

Modification of 8 major depart-
mental systems ........................ $78,116 $346,884 -$346,884 -100.0% 

Departmental participation costs 109,787 358,345 1,000,531 642,186 179.2 
CFIS software .................................. 171,280 
CFIS terminals ................................. 416,516 
Develop and implement standard 

accounting systems (CAL-
STARS) ...................................... 5,337 3,340,641 4,682,158 1,341,517 40.2 

Develop and implement State 
Controller's Fiscal System .... 459,314 931,102 555,205 375,897 -40.4 

Modify State Payroll and State 
Treasurer's System .................. 250,000 250,000 N/A 

Subtotals, Special Items ................ $1,240,350 $4,976,972 $6,487,894 $1,510,922 30.4% 
Total expenditures .......................... $2,959,402 $7,864,837 $10,640,781 $2,775,944 -a5.3% 
Special appropriation for Teale 

Data Center costs .................... 2,007,984 2,007,984 N/A 
Total authorized expenditures .... $2,959,402 $7,864,837 $12,648,765 $4,783,928 60.8% 
General Fund .................................. $2,921,902 $7,827,337 $12,648, 765 $4,821,428 61.6% 
Reimbursements .............................. 37,500 37,500· -37,500 -100.0 
Personnel-years ....................... ; ........ 34.7 43.7 44.5 .8 1.8 
Nonreimbursed 

CFIS-related positions ............ 22.6 46.9 56.3 9.4 20.0 
Nonreimbursed CFIS-related 

costs ............................................. ($886,815) ($1,965,099) ($1,974,562) ($9,463) (0.5)% 
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ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $10,640,781 from the General Fund for 

continued development of CFIS in 1981-82. This is $2,813,440, or 35.9 percent, over 
estimated current-year expenditures. . 

Control language in the Budget Bill appropriates an adQitional $2,007,984 for 
data processing services, for a total appropriation of $12,648,765. The total amount 
is $4,821,424, or 61.6 percent, more than estimated current-year expenditures. This 
amount will increase by the amount of any salary or staff benefits increase ap­
proved for the budget year. Table 1 summarizes the CFIS budget by items of 
expenditure for the past, current and budget year. 

As the table shows, the budget provides a $1,265,022, or 43.8 percent increase for 
supportof the CFIS task force. Almost 75 percent of the increase is due to addition­
al data processing costs for developing and implementing the California Standard 
Accounting and Reporting System (CALSTARS). The special items of expendi­
ture, which total $6,487;894 in 1981-82, are more variable because they represent 
nonrecurring phases of CFIS development. Expenditure increases totaling $2,609,-
600 will occur in (1) the implementation of departmental accounting systems and 
systems developed for the controller, the treasurer and payroll operations, and (2) 
in support for departmental participation in CFIS. In addition, $2,007,984 is provi­
sionally appropriated by Budget Bill language to pay for data processing costs 
associated with the accounting system implementation that are in excess of the 
amount already budgeted. 

Twelve departments have proposed expenditures in their own budgets totaling 
$1,974,562 for CFIS-related workload. The workload consists of adapting existing 
systems to meet CFIS requirements, and preparing fiscal and performance meas­
ure input for the CFIS data base. The cost estimate does not include any savings 
offset that may result from the availability to management of information stored 
in CFIS, or in accounting operations costs. The proposed expenditures, and num­
ber of CFIS-related positions in other departments, are included in Table 1. 

CFIS Timetable 
The originalCFIS timetable, as prescribed by AB 3322, called for the "Big Eight" 

departments to start submitting current fiscal data to the CFIS data bank by July 
1, 1982, and for all other departments to adopt program budgeting and accounting, 
and submit data toCFIS, by July 1, 1983. In order to accomplish this, the task force 
adopted a plan to bring the "Big Eight" departments into CFIS in 1980-81, to add 
22 other departments and institution entities in 1981-82,75 more in 1982-83, and 
the final 62 in 1983-84. However, in order for departments to have implemented 
aprogram cost accounting system and be transmitting current data to CFIS on July 
1 of these fiscal years, extensive testing and training must take place in those 
departments the year before implementation is scheduled. 

The CFIS task force met most of its planning and system development deadlines 
during the first two years of the projeCt. The task force developed specifications 
for the major new systems, implemented bill and budget tracking systems, ac­
quired the Core information system software, and selected a consultant for the 
standard accounting system (CALST ARS). Staff in the Department of Finance 
have been developing the performance measures required by AB 3322. 

The CALST ARS consulting firm has recently completed a General Design Re­
port, and is adapting its basic software system to meet state requirements. Testing 
of the system at the 22 pilot departments and institution entities will begin in April 
1981, and these departments are scheduled to switch to CALSTARS officially on 
July 1, 1981. Staff from the task force and the consulting firm will assist depart­
ments in making the transition to a program cost accounting system, and train 
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departmental accounting personnel in its use. 
The task force plans to offer· the same level of assistance to each department as 

it converts to CALST ARS. Task force staff originally estimated that the work of 
preparing 75 departments to go "on line" by July 1, 1982, would require 28.3 new 
positions at a cost of $1,310,073. 

The task force now estimates that it will install CALST ARS in 15 departments 
in 1981-82. Postponing the conversion of the other 60 departments to CALSTARS 
will delay full implementation of the standard program cost. accounting system 
beyond the statutory deadline of July 1, 1983. This, in turn, will delay budgeting 
by program for some departments as well as the availability of their fiscal data 
through CFIS. The omnibus bill accompaIlying the Budget Bill (SB In, AB 251) 
would change existing law to eliminate the deadline and specify that CFIS shall 
be implemented in accordance with the funds appropriated to it. 

Our analysis indicates that there are several advantages to postponing immedi­
ate, large-scale implementation of CALST ARS. The extra time would allow the 
Controller's Office and line departments to test and refine the control and report­
irig aspects of their systems at a manageable but representative level of accounting 
transactions. The results of the actual operating experience of the pilot depart­
ments would allow adjustments in the software, capacity requirements, cost esti­
mates, and implementation plan during the early stages of the CALS'fARS 
phase-in. Perhaps more importantly, however, the CFIS task force could devote 
sufficient resources to CFIS and CALSTARS development workload rather than 
to administering CALSTARS implementation. Most of the system's development 
work will be completed by the end of the budget·year, and the implementation 
pace could be accelerated at that time, 

Budget Not Fully Adjusted for CALSTARS Delay 
We recommend deletion pf $965,873 budgeted for CALSTARS implementation. costs, but 

which is unnecessary in view of the implementation cutback. 

As noted earlier, the original CFIS budget for 1981-82 included funds for staff, 
equipment, communications, facilities modifications and departmental participa­
tion costs for 75 departments scheduled to install CALST ARS in the budget year 
and implement it in 1982-83. When the implementation plan was cut back to 15 
departments, only the· staff support funds were deleted from the budget. 

Table 2 presents. the amounts included in the budget for the 75 departments. 
Using the detailed justification provided by the CFIS task force, we estimate the 
cost for15 departments will be $124,401, or $493,488 less than the amount request-
ed. . 

The budget also proposes . $472,385 for. hardware, rent, alterations, software, 
computer operators arid data processing costs for a distributed processing node, 
or center, in San Francisco. Table 2 displays the breakdown of the costs. This 
center wOl.lld be similar to the node established in Sacramento in. 1980-81 Jor the 
pilot CALST ARS agencies. The nodes will perform preliminary processing of CAL­
STARS data before it is sent to the Teale Data Center, and will supporttlle planned 
ori-line inquiry capability when it is developed. The proposed center would be 
ready to handle San Francisco area agencies in 1982-83. 

We question the necessity of establishing a San Francisco node in the budget 
ye~r. The revised implementation schedule -suggests that, during 1982-83, the 
departments located in San Francisco could be channeled through the Sacramento 
node. Two of the pilot agencies will operate this way ip. 1981-82, and the revised 

. schedule does not appear to create significantly more workload in the San Fran­
cisco region during 1982-83. 
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Table 2 
California Fiscal Information System 

Budget for 1982-83 CALSTARS Implementation 

Departmental Costs: 
Equipment .................................................. , ................ . 
Communications ......................................................... . 
Space modifications ..................................................... . 
Participation in CBS ................................................. . 

Totals ......................................................................... . 

San Francisco Node: 
Equipment ................................................................... . 
Data processing .....•...................................................... 
Rent ............................................................................... . 
Space alterations ......................................................... . 
PersonneL ..................................................................... . 
Software ......................................................................... . 

Subtotals ..................................................................... . 

Totals ......................................................................... . 

Budgeted for 
75 Depts. 

$112,245 
145,644 
117,000 
243,000 

$617,889 

$219,926 
150,000 
14,400 
50,000 
26,059 
12,000 

$472,385 
$1,090,274 

Required for 
15 Depts. 

$26,385 
29,016 
22,000 
47,000 

$124,401 

$124;401 

Amount 
Overbudgeted 

$85,860 
116,628 
95,000 

196,000· 

$493,488 

$219,926 
150,000 
14,400 
50,000 
26,059 
12,000 

$472,385 

$965,873 

We understand that the CFIS task force is preparing a Department of Finance 
letter which addresses this issue. At this time, however, the task force is not able 
to provide justification for the funds budgeted for 60 extra departments or the San 
Francisco node. Based on the information that is available, we recommend that 
the unnecessary implementation funds be deleted, for a savings of $965,873 to the 
General Fund. 

Governor's Budget Does Not Reflect the Entire CFIS Appropriation 
We withhold recommendation on $2,007,984 from the General Fund for provisional and 

potentially duplicative data processing services. 

The Governor's Budget proposes an expenditure plan of $10,640,781 for the CFIS 
program in 1981-82. The Budget Bill appropriates this amount from the General 
Fund. Budget Bill language, however, appropriates an additional $2,007,984 from 
the General Fund for CFIS costs at the Teale Data Center. This additional amount 
is not identified in the Governor's Budget and has not been counted as an expendi­
ture in the budget schedules. As a result, the General Fund surplus has been 
overstated by $2,007,984. 

The $2,007,984 represents the difference between the $3,161,679 which CFIS 
staff understood Teale was budgeting to receive from CFIS, and the $1,153,695 
which the task force estimates will be sufficient to supportits actual 1981-82 data 
processing workload. In fact, the Teale budget includes $3,300,000 in reimburse­
ments from CFIS. 

Teale Data Center (TDC) 

Table 3 
1981-82 Reimbursements from 

CFIS to Teale Data Center 

Budget Item 

Estimated reimbursements from CFIS ................. , .......................................................... , ........ . 
Less: CFIS allocation for TDC costs 

CBS support appropriation ..................................................................................................... , ... . 
CFIS budget language appropriation ............................................................................... ~ ...... ,. 

Total allocation ...................................................................... , ........................................................ . 

Estimated reimbursements in excess of appropriations ........................................................... . 

Amount 

$3,300,000 

1,153,695 
2,007,984 

$3;l61,679 

$138,321 

------- --------- -- ---------------- -----
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Table 3 displays the amounts budgeted for CFISworkload by both entities, and 
shows that the total CFIS allocation for Teale is $138,321 less than the data center 
expects to receive. 

The Teale estimate is based on preliminary (spring 1980) calculations of the 
volume of CFIS-related transactions which would be processed at the data center 
in 1981-82. The CFIS task force has since reduced its estimates because the new 
Sacramento distributed processing node will do some of the processing. 

We have no analytical basis for determining which estimate of 1981-82 CFIS­
related processing costs at Teale is more accurate. If the CFIS estimate is correct, 
the amounts included in its expenditure plan for Teale charges and its own dis­
tributed processing costs are sufficient and any additional appropriation is unjusti­
fied. If the Teale Data Center estimate is correct, the total CFIS allocation for data 
processing may be inadequate. We withhold recommendation on the $2,007,984 
proposed in provision 4 of Item 888 in the Budget Bill, pending the administra­
tion's resolution of this discrepancy. 

OFFICE OF ADMINISTRATIVE LAW 

Item 891 from the General 
Fund Budget p. GG 153 

Requested 1981-82 ..................................................................... ; ... . 
Estimated 1980-81 ................................. , ......................................... . 
Actual 1979-80 ................................................................................. . 

Requested increase (excluding amount for salary 
increases) $371,231 (+25.8 percent) 

Total recommended reduction ................................................... . 

1981-82 FUNDING BY ITEM AND SOURCE· 
Item Description 
891-OO1-OO1-Support of Office of Administrative 

Law 
-Reimbursements 

Total 

Fund 
General 

General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$1,810,631 
1,439,400 

None 

Amount 

$1,810,631 

$1,810,631 

Analysis 
page 

1. Additional staff. Recommend terms of 33 new pbsitionsbe limited 
to June 30, 1982. 

1613 

GENERAL PROGRAM STATEMENT 
The Office of AdministrativeLaw (OAL) is an independimtstate agency estab­

lished by Chapter 567, Statutes of 1979 (AB 1111). The office is administered by 
a director who is appointed by the Governor and confirmed by the Senate. The 
purpose ofOAL is to provide executive branch review of all proposed and existing 
regulations promulgated by state agencies in order to reduce the number and 
improve .the quality of such regulations. The OAL is required to review each 
regulation submitted by a state agency to determine whether it is (1) necessary, 
(2) promulgated by the agency authorized by law to issue regulations .in that area, 
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(3) clearly written, (4) consistent with existing law, and (5) referenced to a 
specific statute or court decision. The office is also responsible for editing and 
publishing the California Administrative Code, and developing a general index to 
it. In addition, the OAL is required to develop procedures and timetables for the 
review of all existing regulations by the promulgating state agencies. 

ANALYSIS AND RECOMMENDATIONS 
.. The Governor's Budget proposes total expenditures of $1,810,631 for support of 

the OAL in 1981-82. This is $371,231, or 25.8 percent, more than estimated expendi­
tures for the current year. This amount will increase by the amount of any salary 
or staff benefit increase approved for the budget year. The administrative costs of 
the OAL will be paid through reimbursements from the state agencies using OAL 
review services. Item 891-001-001 ofthe Budget Bill proposes a zero appropriation 
from the General Fund in order to authorize the office to expend its reimburse­
ments. (Funds needed by state agencies to reimburse the OALfor its 1981-82 costs 
have been added to the "consultant and professional services" line item of the 
various agencies' budgets, in accordance with Department of Finance budget 
instructions. The amount budgeted for such reimbursements is based on the vol­
ume of regulations promulgated by each agency.) 

Table 1 presents a summary of the OAL's expenditures and personnel years for 
the current and budget years. The table shows a $371,231 (or 25.8 percent) in­
crease in office expenditures in 1981-82. This increase results primarily from annu­
alizing the cost of positions added administratively during the current year. The 
table also shows an increase of7.3 personnel-years in the budget year. This increase 
is due to an anticipated reduction in salary savings as the office fills more of the 
positions which were added administratively in the current year. 

Table 1 
Office of Administrative Law 

Budget Summary 

Estimated 
1980-81 

Personal services .;\................................................. $1,063,856 
Operating expenses and equipment .................. 375,544 

~~~:n~~~:~.:::::::::::::::::::::::::::::::::::::::::::::::::::: $1,4393~ 

Background 

Proposed 
1981-82 
$1,386,966 

423,665 

$1,810,631 
39.0 

Change 
Amount Percent 
$323,110 30.4% 

48,121 12.8 

$371,231 25.8% 
7.3 23.0 

The OAL became operational in 1980-81. The 1980-81 Governor's Budget 
proposed, and the Legislature (in the 1980 Budget Act) approved: 

• A core staff of 8 positions for OAL and a budget of $294,000 (Item 430). These 
funds were to come from user charges (reimbursements) imposed on other 
state agencies~ (The budget stated that additional staffing would be added 
upon approval of a workplan proposed by the 8 core positions.) 

• An appropriation of $187,000 from the General Fund for a loan to the OAL 
to provide start-up funds until agency reimbursements were received (Item 
43~). 

• An appropriation of $3.5 million (ltems432, 433 and 434) to the Director of 
Finance for allocation to state agencies incurring costs as a result of Chapter 
567. (Because of the arbitrary nature of the proposed amount, the Legislature 
added Budget Act control language requiring the Director to give 30-day 
notification to the Legislature prior to allocating the $3.5 million.) 
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Administrative Changes . .. 
On July 1, 1980, the Director of Finance notified the Joint Legislative Budget 

Committee (JLBC) that 8 additional positions were being established administra­
tively. to increase the OAL staff to a total of 16 positions; The full cost of the 16 
positions was to be reimbursed from service user charges. 

On September 30, 1980, the Director of Finance requested that the JLBC waive 
the 30-day waiting period required by Section 28 of the Budget Act of 1980 so that 
she could allocate $1,488,010 from Items 432, 433 and 434 directly to the OAL to 
support (1) the 16 authorized positions and (2) 25 additional positions to be added 
administratively. 

A significant number of the 41 positions are to be involved primarily with 
oversight responsibilities associated with the. review of existing regulationsre­
quired by Chapter 567. TheOAL indicates that.this review of most agencies' 
regulations is expected to be completed by December 31, 1982. 

The administration's proposal to fund the OAL inthe current year from direct 
appropriations in the Budget Act represented a significant departure from existing 
statutory and Budget Act provisions. Section 11340.4 of the Government Code 
states that the OAL "shall collect from each state agency for which services are 
provided under this chapter reimbursement for its costs of providing services to 
that particular agency." In recognition of this requirement, the support appropria­
tion for OAL in Item 430 of the 1980 Budget Act was funded· totally from reim­
bursements. The administration proposed to shift the funding mechanism from 
user charges (reimbursements)· to a direct allocati.on(from 1980 Budget Act Items 
432,433 and 434) because the OALwould not have enough '~billable hours" in 
1980-81 to support the cost of one-time,. start·up activities and the development 
of agency review guidelines. In other words, it was not feasible to incorporate 
these large administrative overhead costs into a relatively few agency billings. 
Therefore, direct allocation for administrative expenses was proposed for the first 
year of OAL's operations. 

The administration's request was approved by letter dated October 8, 1980, 
based on the understanding that: 

1. Approval· of the waiver request would not imply an endorsement of the 
proposed staffing level (41 positions) for future years. 

2. The administration would develop and implement a reimbursement system, 
as required by Government Code Section 11340.4. 

In order to comply with the requirements of Section 11340.4, funds for reimburs­
ing OAL for its 1981-82 costs have been included in the budgets of various state 
agencies. These amounts are to be transferred by the State.Controllerto the OAL's 
budget support item (Item 891) at the beginning of the budget year. IUs our 
Understanding that the administration intends to continue this funding arrange­
ment in subsequent years. 

We recommend approval of this funding approach because: 
1. It complies with Government Code Section 11340.4. , 
2. Transferring the· funds to the OAL at the beginning of the budget year will 

enable the OAL to defray its expenses without experiencing cash.flow prob-
lems. . 

Office Or:ganizatioil 
For the 1981-82 fiscal year, the budget proposes that the OAL continue to have 

41 positions (30 professional and 11 clerical). The office consists of: 
1. A director and executive secretary~ 
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2. An administrative unit having 3 professional positions. 
3; A legal division having 18 positions (13 professional and 5 clerical) responsi­

ble, among other things, for: 
• Reviewing proposed regulations and orders of repeal. 
• Reviewing proposals for emergency regulations to determine whether a 

true emergency exists. 
•. Reviewing agencies' determination!"> as to whether their existing regula­

tions meet statutory standards. 
• Taking steps to repeal regulations which do not meet statutory standards. 
• Making recommendations to the Legislature on the repeal or amendment 

of statutory provisions which affect the operation of regulatory agencies. 
4. A regulation management and analysis division consisting of 18 positions (13 

professional and 5 clerical) responsible for: 
• Implementing a system to adopt, amend and repeal regulations according 

to standards specified by Chapter 567. 
• Assisting in the review of regulations in accordance with mandated stand­

ards. 
• Assuring timely review and processing of regulations, including editing, 

codification, filing and publishing. 
• Assuring proper distribution of published regulations. 
• Establishing and monitoring a master plan for all agencies to review their 

existing regulations against statutory standards. 
• Recodifying the Administrative Code, in cooperation with the Legislative 

Counsel, to allow cross-referencing and the development of a comptehen­
siveindex. 

Positions Should be of Limited Duration 
We recommend that the 33 additional positions requested to assist OAL comply with its 

statutory requirements be authorized for the budget year only. 
Our analysis indicates that the 33 additional positions requested will be needed 

in the budget year. However, because the OAL workplan calls for OAL review of 
most agency regulations to be completed during 1982, it seems likely that many 
of these· additio:l1al positions will not be needed in subsequent years. For this 
reason, we believe continuation of the 33 positions beyond June 30, 1982, should 
be subject to specific review and approval by the Legislature. 

Accordingly, we recommend that the following language be added to the sup­
plemental report: 

"The 33 proposed new positions are limited to June 30,1982." 
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MILITARY DEPARTMENT 

Item 894 from the General 
Fund Budget p. GG 156 

Requested 1981-82 ........ , ................................................................ . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

Requested decrease (excluding amount for salary 
increases) $812,801 (-5.5 percent) 

Total recommended reduction .......................................... ; ........ . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1 .• California .. Specialized Training Program. Reduce by $546,180. 

$14,075,144 
14,887,945 
10,752,138 . 

$546,180 

Analysis 
page 

1617 
Recommend half-year funding of this program. Further recom­
mend that second half-year funding be considered in legislation 
authorizing the program. 

GENERAL PROGRAM STATEMENT 
The purpose of the Military Department is to (1) protect the lives and property 

of the people in the state during periods of natural disaster and civil disturbances, 
(2) perform other functions required by the California Military and Veterans 
Code, or as directed by the Governor, and (3) provide military units ready for 
federal mobilization. The Military Department consists of three major units: The 
Army National Guard, Air National Guard, and the Office of the Commanding 
General. 

Army National Guard 
The troop strength of the Army National Guard is determined by the u.s. 

Department of the Army to meet the current contingency plans of the United 
States, as developed by the Joint Chiefs of Staff, with the concurrence of the 
Governor, The Army National Guard currently consists of 21,045 officers and 
enlisted personnel in 185 company-sized units. 

Air National Guard 
The Air National Guard consists of four flying bases providing tactical airlift, 

tactical air support, air rescue and recovery, and air defense capabilities, as well 
as communications units at six locations in the state. The U.S. Department of the 
Air Force allocates the units and the 5,244 authorized personnel throughout the 
state, with the concurrence of the Governor. 

Office of the Commanding General 
The Office of the Commanding General is composed of state active duty person­

nel and state civil service employees. The office has two elements: (1) command 
management and (2) military support to civil authority. Command Management 
determines overall policies and exercises general supervision over those activities 
necessary to accomplish departmental objectives. The military support element 
collects data and prepares plans, procedures, and orders for the deployment of 
California National Guard personnel and resources to assist state and local authori­
ties in responding to natural or man-caused emergencies. Also included in this 
activity is the California Specialized Training Institute (CSTI) at Camp San Luis 
Obispo, which provides training courses in civil emergency management, officer 
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survival and internal security, school security and aspects of terrorism for civilian 
and military personnel. 

Military Retirement 
The Military Retirement program applies only to military personnel who were 

ordered to state active duty prior to October 1, 1961, and served 20 or more years, 
at least 10 of which were on active duty status. The benefits provided by this 
program are similar to those provided by the federal military retirement system. 
Persons ordered to active duty subsequent to the specified date are members of 
the Public Employees' Retirement System. 

It is anticipated that 49 retirees will be receiving benefits under. the program 
in the budget year, leaving four individuals subject to retirement thereafter. 

California Cadet Corps 
The objective of the California Cadet Corps is to develop in youth the qualities 

of leadership, patriotism, and citizenship under conditions of military discipline. 
The program provides training in basic military subjects, first aid, survival and 
marksmanship, using credentialed instructors through the regular educational 
system. A portion of the instruction is conductedin·a one-week training session 
at Camp San Luis Obispo, which is one of several military facilities operated by 
the state. Approximately 80 junior and senior high schools will participate in the 
program,. and enrollment is estimated at 4,000 cadets. 

Farm and Home Loan Program 
This program, authorized by the California National Guard Members' Farm and 

Home Purchase Act ofl978, became effective January 1, 1979. The program pro­
vides low interest loans for the purc~ase offarms and homes, Eligibility is restrict­
ed to guardsmen at or below the rank of captain who have served at least six years 
with the National Guard. 

Chapter 583, Statutes of 1979, appropriated $2,500,000 from the General Fund 
and created the Supplementary Bond Security Account as backing for the revenue 
bonds to be issued for support of this program. The General Fund is to be repaid 
the $2,500,000 from proceeds of the revenue bonds. All administrative functions, 
except determination of eligibility, have been assigned to the .Department of 
Veterans Affairs. Administrative costs will be paid from the revenue bond pro­
ceeds. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes $14,075,144 from the General Fund for departmental sup­

port in 1981-82. This represents a decrease of $812,801, or 5.5 percent, below 
estimated current-year expenditures. The department's expenditures will in­
crease by the amount of salary or staff benefit incre~e approved. for. the budget 
year. The General Fund ~upport for each program of the department is shoWn in 
Table 1.. . .. ... .. ... . 

The total proposed budget for the Military Department, including state and 
federal funds, is $157,734,64.3. Of this amount, 90.5 percent· is federally funded; 0.6 
percent is .financed by reimbursements and 8.9 percent is supported by the Gen­
eral Fund. 

IT current-year General Fund expenditures are adjusted to exch;lde the one-time 
cost of the Farm and Home Loan program ($2,500,000), the budget proposed for 
1981-82 represents an increase of $1,687,199, or 1.3.6 percent, over estimated cur­
rent~yearexpenditures, The. $1,092,.359 General Fund amount requested to sup­
port. the California Specialized Training Institute in the budget year accounts for 
most of this.increase. The institute is. discussed later in this analysis. . . 
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Program 
Army National Guard ............... ; ............. . 
Air National Guard ................................. . 
Commanding General ........................... . 
Military ·Retirement. ................................ . 
Cadet Corps .. :,: ....................................... ; .. . 
Farm and Home Loan Program ......... . 

Totals .................................................. , .... . 

Table 1 
Military Department 

Budget Summary 

Estimated Proposed 
1980-81 1981-82 
$6,486,612 
1,013,831 
3,272,284 
1,202,443 

412,775 
2,500,000 

$14,887,945 

$6;766,153 
1,051,466 
4,531,887 
1,291,513 

434,125 

$14,075,144 

Item 894 

Change 
Amount Percent 

$279,541 4.3% 
37,635 3.7 

1,259,603 38.5 
89,070 7.4 
21,350 5.2 

-2,500,000 -100.0 

-$812,801 -5.5% 

State-authorized positions in the department are funded either entirely by the 
state, entirely by federal reimbursements, or by a combination of state and federal 
funds. Positions which are financed directly by the federal government do not 
appear in the Governor's Budget. 

Army National Guard 
Table 1 shows that $6,766,153 is requested from the General Fund to support the 

Army National Guard in 1981-82 an increase of $279,541, or 4.3 percent, over 
estimated current-year expenditures. State and federal funding and reimburse­
ments for this program total $95,356,032 in 1981-82. 

The net increase of $279,541 in General Fund expenditures proposed for the 
budget year results from routine merit salary, staff benefit, and operating cost 
increases, partly offset by reductions in staff resulting from the transfer of Foit 
Irwin from the state operated federally reimbursed category to a direct federal 
operation. This transfer results in the termination on June 30,1981, of five positions 
in the Office of the Commanding General.. . 

The California Impact Program is a combination job training and National 
Gu.ard recruitment program. Originated in Oakland in 1977-78, the program was 
expanded to tl,le City of Los Angeles in the current year. Program costs are 
reimbursed by the local governments where the program operates. The budget 
contains 24 positions for the Los Angeles program and nine for the Oakland 
program. The positions are limited to .september 30, 1981, to coincide with the 
period of the local grants. The department expects that the programs will be 
continued if local funds are available. 

Air National Guard 
General Fund expenditUres for the Air National Guard in the budget year are 

proposed at $1,051,466, ali increase of $37,635, or 3:7 percent, over estimated cur­
rent:year expenditures. The increase results from routine merit salary and price 
increase adjustments. . 

. In 1981-82~ federal and state funding for this program is proposed at $54,821,706, 
an increase of $3,956,848, or 7.8 percent, above estimated current-year expendi­
.tures. 

Office of Commanding General 
The budget proposes General Fund expenditures of $4,531,887 for support of the 

Office of Commanding General in 19S1-82. Thisisan lncrease of $1,259,603, or 38.5 
percent, above estimatedcurtent-year expenditures. Total federal and state fund­
ing plus reimbursements foi-support of this program in 1981-82 is proposed at 
$5,814,800. 
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California Specialized Training Institute 
We recommend thaUhe Ca/ifomia Specialized Training Institute be funded through the 

Budget Act only until January 1, 1982, and that funding for the seCond half of the budget 
year be considered in legislation establishing the program, for a General Fund reduction of 
$546,180 (Item 894-00J-{J(1). . 

The California Specialized Training Institute (CSTI) was established by execu­
tive order in 1971 as a result of the civil turbulence that occurred during the sixties 
and early seventies. Because the scope and intensity of various civilerilergencies 
exceeded Jhe control capability of anyone agency, CSTI was createdto provide 
a . training program that would insure appropriate· response to largescale civil 
disorders. The Military Department was chosen to administer theprogranibe­
cause of its experience in responding to large scale emergencies arid because of 
the availability of Camp San Luis Obispo where training could be provided under 
simulated emergency conditions. . . . 

The training program has not been authorized specifically by the Legislature, . 
although the Legislature has approved state support for CSTI in the Budget Bill. 
The curriculu.m has been expanded from courses on civil emergency management 
to include courses on: (1) contingency planning for hazardous materials; (2) ter­
rorism; (3) the investigation of violent crimes, robbery, and juvenile offenses; and 
(4) peace officer survival. The classes are attended by law enforcement and other 
local government, military and out-ofcstate personnel. , 

Originally, the program was funded entirely by grants fr()m the Office of Crimi­
nal Justice Planning (OCJP). In recent years, fundiIig was changed to approXi­
mately two-thirds from OCJP grants. and one-third from the Peace Officer 
Training Fund. However, federal funding for the program is no longer available 
because it has been supported for more than the usual three-year period. 

Current-year funcling probJem.For.1980--81, the Governor's Budget requested 
no General Fund support for CSTI, proposing instead, that the program be funded 
by the Peace Office:rs' Training Fund and tuition fees from some-participants. This 
proposal was· accepted by the Legislature, and the Commission on Peace Officer 
Standards and Training (POST) subsequently approved an allocation of $492,242 
from the Peace Officers' ~raining Fund. for support of the program. 

The Military Departmellt reports that the POST allocation plus anticipated 
tuition payments will not. be sufficient to continue the prograni through the cur­
rent year. The funding deficit is expected to approximate $150,000. Department 
of Finance staff indicate that it may allocate General Fund monies to the program 
from the· approprlatiim for contingencies or emergencies. .. . 

Report on CSTL In our Analysis of the 1980 Budget Bill, we recommended that 
the Commission on Peace Officer Standards and Training evaluate this program 
because of (1) the lack of specific legislative authority for CSTI, (2)· the uncertain­
ty as to whether adequate funding would be available, and (3) the possibility that 
CSTI duplicates training provided by other state and local agencies. 

The Legislature approved supplemental language directing POST to evaluate 
the need to contin)le CSTI, and to report thereon to the fiscal and policy commit­
tees by December 1, 1980. 

In its report, POST indicates that: 
1. A need exists for lawenforcement and other local officials to be prepared, 

through training, to handle emergency situations caused by natural or man­
made disasters. 

2. It is a matter of state concern that local officials be prepared to cope with 
disasters and disorders. 

3. CSTIappears uniquely qualified, as a training arm of the state, to provide 
such assistance to local authorities. 
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The Governor's Budget requests $1,092,359 from the General Fund to support 
CSTI in 1981-82. The budget proposes that program emphasis be shifted from 
regular law enforcement training, which duplicates training available in other 
POST -certified training programs, to emergency planning and management. 

Because these training programs and the institute have not been specifically 
authorized by legislation, the Legislature does not have an adequat~ basis for 
holding the department accountable for the administration of the program or for 
overseeing and controlling the use of state funds. For this reason, we recommend 
that funding for the CSTI be provided for only the first six months of 1981--82. 
Funding for the balance of the fiscal year should be considered in. connection with 
legislation authorizing the program. In order to facilitate legislative oversight of 
the program, such legislation should specify program guidelines and require 
periodic reports on the program's effectiveness. 

Military Retirement 
The budget proposes an appropriation of $1,291,513 from the General Fund for 

benefits that will be paid to certain military retirees during 1981-82. This amount 
is $89,070, or 7.4 percent, more than estimated current-year expenditures. 

It is anticipated that 49 retitees will be receiving benefits under the program 
in the budget year, leaving four members of the program subject to retirement 
thereafter. 

California Cadet Corps 
The budget proposes a total expenditure of $450,592 for support of the Cadet 

Corps in 1981-82. The expenditure includes $434,125 from the General Fund and 
$16,467 in reimbursements. The General Fund request is an increase of $21,350, or 
5.2 percent, above estimated current-year expenditures. The increase in General 
Fund support results from routine merit salary, staff benefit, and adjustments in 
operating expenses. 

Farm and Home Loan Program 
The Farm and Home Loan program provides low interest loans to certain 

members of the guard for the purchase of farms and homes. The department· 
advises that approximately 420 home loans will be made in the current year. Two 
positions, funded by bond sale proceeds are currently authorized for administra­
tion of the program in the Military Department. 
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MILITARY-DEPARTMENT-CAPITAL OUTLAY 

Item 894-301 from the General 
Fund, Special Account for . 
Capital Outlay Budget p. GG 164 

Requested 1981--82 ..................................................... , ................ ; .. . 
Recommended approval ............................................................... . 
Recommended reduction ............................................................. . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. New Armory-Fresno. Reduce by $5,750. Recommend deletion of 

previously appropriated funds for architectural and engineering 
expenses. 

2. New Aircraft/Helicopter Repair Facility-Fresno. Reduce by $12,-
100. Recommend deletion of previously appropriated funds for 
architectural and engineering expenses. 

3. Minor Capital Outlay. Reduce by $34,400. Recommend deletion 
of unsupported budget item._ 

ANALYSIS AND RECOMMENDATIONS 

Capital Outlay Program 

$701,100 
648,850 

52,250 

Analysis 
page 
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The Military Department is requesting an appropriation of $701,100 from the 
General Fund, Special Account for Capital Outlay, for a portion of the architec­
tural planning cost of various projects in its 1981-82 capital outlay program. In 
addition, the budget requests $21,740,800 under Item 894-301-890 from the Federal 
Trust Fund for a portion of the architectural planning, and all construction costs, 
of the department's anticipated 1981-82 capital outlay construction projects. The 
federal fund item is informational only and no legislative action is required. 
Budget language"under these items specifies that the state funds can be spent only 
if the departmenfreceives written assurance from the federal government that 
the construction phase ofa project will be funded. 

The department's request for state funds consists of four proposals. A discussion 
of the proposals and our recommendation for each follows .. 

Project Planning 
We recommend approval of Item 894-301-036(a), for project planning. 

The budget proposes an expenditure of $129;000 for planning, working drawings, 
and supervision of construction projects financed from federal funds. The Military 
Department is anticipating the receipt of $5,177,000 in federal funds for construc­
tiollprojects at various Army National Guard bases around the state. The federal 
government ollly partially finances architectural and engineering costs related to 
these projects and the requested appropriation is to finance the remainder of these 
costs. 

New Armory-Fresno 
We recommend Item 894-301-036(b), preliminary plans and working drawings,· Fresno 

armory, be reduced by $5,750. 

The Military Department has requested an appropriation of $160,000 from the 
General Fund, Special Account for Capital Outlay for architectural planning of a 
new 300-man armory in Fresno. The requested building. will be a 30,800 gross 
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square foot, two-story facility, with assembly halls, locker rooms, classroom, offices, 
latrines, and food preparation areas. It will house two transportation companies 
which currently occupy inadequate facilities. .. 

This project will be funded jointly by the state and federal governments, with 
the state funding partial architecturallengineering costs, and the federal govern­
ment funding the remainingarchitectural/engineerlngcosts and all construction 
costs. The total project cost is anticipated to be $1,960,000 ($45 per gross square 
foot), and a future cost of $1,848,000 is anticipated for construction in 1982--83. 
Previous state funding of $5,750 for budget schematics was financed from a blanket 
appropriation for budget schematics in Item 427, Budget Act of 1977. 

The proposed facility will replace the Shields Avenue armory, which is a con­
verted wood-frame, World War II vintage, warehouse containing 9,600 gross 
square feet. The facility lacks a kitchen, drill hall, and provides only· minimal 
latrine and administration space. The new armory will also alleviate crowded 
conditions at the Chance Avenue armory, which serves as headquarters for three 
battalion commands. The Chance Armory was constructed in 1954 and lacks ade­
quate office space. 

We recommend approval of the project due to the age of the buildings and the 
current overcrowded conditions which eXist at the Chance Avenue armory. 
However, we recommend a reduction of $5,750 under Item 894-30l-036(b) be­
cause this amount has already been appropriated. 

New Aircraft/Helicopter Repair Facility 
We recommend a reduction of $12,100 under Item 894-301~6(c), preliminary plans and 

working drawings, new aircraft/helicopter repair facility. 

The department has proposed the construction of a 74,540 square foot aircraft/ 
helicopter repair facility in Fresno which will contain a hangar area of 66,640 
square feet, a paint shop· and storage area of 4,400 square feet, and a general 
support building. of 3,500 square feet. Paving for open storage, wash pads, a taXi 
way, and landing and repair pads .are also included in the project. The proposed 
facility will provide general support maintenance for 556 aircraft for Army Na­
tional Guard units from 15 western states. 

The present aircraft/helicopter repair facility ocpupies two buildings located at 
the Fresno MunipipalAirport complex. One building is a steel-frame, World War 
II vintage hangar, and U1e other building is a wood-frame structure, These build­
ings have inadequate electrical systems and a structural composition which does 
not lend itself to controlled atmospheric conditions. This requires that a significant 
amount of aircraft .repair component work be subcontracted to local vendors. 
Furthermore, the eXisting area of 47,800 gross. square feet is one-half of the area 
authorized by the pepartInelnt of Defense to service adequately the number of 
planes requiring maintenance. . 

The. total cost of this Project isan.ticipated to be $5,925,300, with a building cost 
of $3,786,2()()....451 per gross square foot. The department has requested an appro­
priation of$3'77,000 to finance the state's share of preliminary plans and working 
draWings related to the project. Previous state funding of $12,100 for budget sche­
matics has been allocated to the department from planning funds. This amount is 
included within the requested $377,000 and should be deleted. Funding of $5,600,-
750 for construction will be requested in 1~82--83, and will be totally financed by 
federal funds. 

Due to the age and condition of the present facility werecommend approval 
of this project. :I:Iowever, we recommend. a reduction of $12,100 in the requested 
state funds because this amount has already be.en appropriated. 
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Minor Capital Outlay 
Werecominend.deletionofItem.894-301-036(d) for minor capital outlay, for a savings of 

$34,400.. . 
Budget Item 894-301-036 (d ) requests aD. appropriation of $34,400 for the 1981-82 

minor capital outlay program. ($100,000 orless per projeCt) . The amount requested 
represents 50. percent of the Military Department's request for minor capital 
outlay. Neither thedepartroent nor the Department of Finance has identified the 
projects to be funded from the requested amount: Consequently, we have no basis 
on which to evaluate the proposal, and we recommend that the funds be deleted. 

TAX RELIEF SUMMARY 

Item 910 

Summary of State Tax Relief Expenditures 
The state provides local tax relief,. both as subventions to local governments and 

as direct payments to eligible taxpayers, through ten different programs, each of 
which is funded under a separate item. Table 1 summarizes, by program, total tax 
relief expenditures for the· prior, current, and budget years. 

Table 1 
Tax Relief Expenditures 
Summary by Program· 

(in millions) 

Tax Belief PrOgrfPll 
Senior citizens' property tax assistance 
Senior citizens' property tax deferral 

. Senior . citizen renters' tax assiStance .. 
iPersoriai property tax relieL..~ ............. . 
. Homeowners' property tax relief ...... .. 
> Open space subventions to local gov: 

erriment ........................................... .. 
Payments toJocai governments for 

sales and property tax revenue· 
losses .................. , ............................... .. 

Renters' tax' relief ................................... . 
Substandard housing ............................. . 
Alternative energy tax credits ............ .. 

Total;Tax Relief Expenditures ...... .. 

Actual Estimated 
1979-80 1980-81 

$24:5 $21.0 
.3.23.5 
46.3 51.5 

224.4 495.7 
328.2 332.0 

13.2 14.0 

2.5 3.0 
357.5 405.0 

0.1 0.1 
1.5 ---

$1,000.0 $1,327.2 
a Detilils may not add to total due to roumJing. 

Proposed 
1981-82 

$21.0 
5.0 

51.5 
493.2 
126.0 

14.0 

3.4 
425.0 

0.1 
5.0 --

$1,144.2 

Change 
Amount Percent 

$1.5 42.9% 

-2.5 -0.5 
-206.0 -62.0 

0.4 13.3 
20.0 4:9 

3.5 233.3 

-$183.0 -13.8% 

Of the $1,144:.2 million budgeted fot tax relief in 1981-82, $493.2 million, or about 
43 percent of the total, is proposed for subvention to local governments as reim­
bursement for revenue losses resulting from personal property tax relief (consist­
ing iargely of the 100 percent businessinventoiyexemption). Another $126 million 
will be used to fund homeowners' property tax relief, which is provided as a 
subvention to l()cal governments to reimburse them for revenue losses resulting 
from the $7,000 homeowners'property tax exemption. This is less than the full 
current law cost of the homeowners' exemption because the budget proposes to 
reduce this reimbursement in order to capture a portion of the 1978-79 unsecured 
taXes collected by local agencies. Tax relief for renters will require $425 million, 
and is provided as a refundable income tax credit. A total of almost $78 million will 
go to ·16w~and . moderate~income senior citizens and disabled persons through 




