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Resources Agency 

SEA GRANT PROGRAM 

Item 3110 

Item 3110-001 from the General 
Fund, Budget p. R 1 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ............................. ; ................................................... . 

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

GENERAL PROGRAM STATEMEN'f 

$400,000 
400,000 
245,000 

None 

The National Sea Grant Conege Program Act of 1966 authorizes federal 
grahts to institutions of higher education and other agencies engaged in 
marine resources research piograms. Federal funds provide up to two
thirds of the total cost of approved research projects. 
, Chapter 1255, Statutes of 1978, allocated $500,000 annually for fiscal 

years 1979-80 through 19~ from state tidelands oil and gas revenues 
to the Resources Agency for distribution to higher education institutions. 
These funds are used to finance the one-third match required by the 
federal government for sea gnlnt projects. 

The Resources Secretary must approve the sea grant projects which are 
financed by this appropriation. The projects are selected by an advisory 
panel of representatives from state departments, higher education, and 
private industry. The projects selected for state support must off~r a clear
ly defined benefit to the people of California. Participants in the program 
include the University of California, the California State University, Stan
ford University, the University of Southern California, and the California 
Institute of Technology. 

ANALYSIS AND RECOMMENQATIONS 
We recommend approval. 
The budget proposes a General Fund appropriation of $400,000 to con

tinue ,support for the Sea Grant program in 1983-84. This is the same 
amount appropriated for the current year. 

Under Ch 1255/78, 1983-84 is the last year in which funding for the Sea 
Grant program has been authorized. Chapter 1255 provides that during 
1983-84, the Legislature shall (1) consider recommendations from the 
Secretar), of Resources and other interested parties on program benefits 
and (2) determine whe~her or not to continue funding for the program 
in future years. Therefore, both the future of the grant program, as well 
as the level of state funding, will be considered by the Legislature during 
the budget year. 

Issues Warranting Legislative Review 
In deciding whether the Sea Grant program warrants continued fund

ing by the state, the Legislature should consider the following: 
1. State Funding is Not Needed to Provide Matching Funds for Federal 

GrantS. Federal regulations require sea grant recipients to contribute at 
least one-third of the cost of sea grant projects. 

According to data provided by the Resources Agency, the state's direct 
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contribution to the Sea Grant program in 1980-81 amounted to less than 
8 percent of the $6.4 million spent on supported projects. Other sources 
of nonfederal funds, including the University of California, the California 
State University, and the State Water Resources Control Board, financed 
34 percent of the program expenditures. These "other" funds, some of 
which also came from the state, provided more than the required one
third nonfederal match. Consequently, it is possible that funding provided 
under this appropriation could be eliminated without jeopardizing Cali
fornia's eligibility to participate in this federal program. . 

2. A vailable Research Alternatives. The University of California is 
budgeted to receive $99 million in state support for research in 1983-84. 
If the University of California considers the Sea Grant program to be 
sufficiently beneficial, it could redirect a small portion of its research funds 
to continue the program, thereby permitting reduction or elimination of 
the direct Sea Grant appropriation. 

Resources Agency 

TAHOE REGIONAL PLANNING AGENCY 

Item 3110-101 from the Environ
mental License Plate Fund Budget p. R 1 

Requested 19~4 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

Requested increase (excluding amount for salary 
increases) None 

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

GENERAL PROGRAM STA YEMENT 

$300,000 
300,000 
300,000 

None 

The Tahoe Regional Planning Agency (TRPA) was established by an 
interstate compact approved by the California Legislature through Ch 
1589/67, the Nevada Legislature, and the United States Congress. The 
purpose of the compact is to provide coordinated plans and enforceable 
regulations designed to preserve and enhance the environment and re
sources of the Lake Tahoe Basin. 

Amendments to strengthen the compact were approved by the U. S. 
Congress and signed by the President on December 9, 1980. California's 
approval of the amendments was provided through Ch 872/80. Among 
other things, the revised compact requires TRP A to adopt a new regional 
plan and implementing ordinances by June 1983. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes an appropriation of $300,000 from the Environ

mental License Plate Fund (ELPF) to cover the state's share of the Tahoe 
Regional Planning Agency's cost in 1983-84. This is the same amount as 
was provided for the current and prior years. In each of the last two years, 
state funds to support the agency came from two separate appropriations 
-$165,000 appropriated from the General Fund and $135,000 appropriat
ed from the ELPF. By shifting all responsibility for funding TRPA to the 
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TAHOE ,REGIONAL PLANNING AGENCY-Continued 

ELPF, the budget makes possible a savings ,of $165,000 to the General 
Fund., ' , ' ' 

The General Fund appro'priation for the current year is intended to 
sUPPo,rt ongoing TRPA ope, r::itio, nsan,' "d the t, ra, v~l,expeil,ses,' iilcurr,' ed b, y the 
California me~bers of the governing board. The amount appropriated 
from the ELPFis being used to, finance the ,cost ofa two'-yeareffort to 
develop environmental thresholds, and a revised, regional plan for the 
TaPoe Basin,asr~quited.by the b!-state compact. rhis two-y,ear.planiling 
effort probably wIll termmate durmg the summer of 1983. ThIs will free-up 
$13~,000 withiri the $300,000 funding level which will be used to pFiy the 
higher operatIng expenses and salary increases, and finance the additional 
staff, work assoCiated with implementation of the new regional plan. 

Additional Funding Propqsed by TRPANot Justifi,d 
The amount of funding proposed in the Budget Bill as the state's contri

bution to, the TRP A is $235,000 less than' the $535,000 requested by the 
agency. The increase above the 1981.,..82 a.mountwas requested by TRPA 
on the basis that its staff, would' have' added workload assoCiated, with 
reviewing development projects on the California side of the Tahoe Basin. 
This work currently is performed by the California Tahoe Regional Plan
ning. Agency, which (as discussed under Item 0540 of this Analysis ) is 
scheduled for deactivation during the summer of 1983. OUf analysis indi
cates that the $300,000 level of support proposed in the Budget .Bill is 
apPropriate, a,nd that the higher amount requested by TRPA is not Justi-
fied, for several reasons. ,,' , 

L The, TRPA s workload assoCiated ,withprojectreviewin J983-:-84 is 
unknown.' 'It is by no means clE~ai that the, agency's workload will in
crease in the budget year. In fact, it cis possible thal the regional plan and 
land use ordinances adopted by TRPA's governing board next siImmer 
could result, in a net decrease in commerCial and residential projects 
authorized for ,the basin, compared to preVious years. This, in turn, could 
reduce TRPJ\.'s workload in' terms' of processing permit applications, and 
conducting staff review of proPQse<;lde,velopmeilt projects. COIisequently, 
we believe it .ispremature. to ass,?-me t.hat the level of permit 'Workload 
encountered III the past will continue ,Ill the future. ' 

2.' The TRPA will bere(:eiving addjtionaipermit fee revenue after 
CTRPA is deactivated . • Currently; ~lreview of residential; commerCial, 
and public works projectspropose4 for the California side of the. Tahoe 
BasiIl is carried out by CTRPA PUrsuantto an interagency agreement with 
TRPA.' Review by the CTRPA was, instituted several years ago to consoli
date reviews and prevent duplication.CTRPA charges a peimit fee to 
help finance, the cost of this work. It also pays TRPA one-half of the fee 
revenue, even though all of the subst!lntive work is done by CTRPA staff. 
Mter the California agency is deactivated, this, staff function, will be as
sumed by TRP A. When this occurs, the TRP A will collect and retain all 
of the permit fee revenue. In 1981--82 (the last year for which actual 
figures are available), CTRPA collected a net of $68,000 in permit fees. 
The full amount of revenue from permit fees would be available to TRP A 
in ,1983-84 to, defray project review costs. " ".' 
, '3. The TRPl1hasother sources of funding available to defray any added 
costs of reviewing development proposals In CaJjfomja~ The '1983-84 
budgetandworkplan submitted by TRPA indicates that in the current 

.: < • 
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year the agency is receiving about $117,000 in contract funds from the 
Lahontan Regional Water Quality Control Board. This money is being 
used to review development proposed for the California side of the basin, 
to monitor the impact of approved projects, and to implement the board's 
"208" water quality plan for Tahoe. This contract eliminates any need for 
the Lahontan board to establish its own project review staff. The TRP A's 
work plan indicates that an additional $100,000 is expected from the La
hontan board, to continue this contract in 1983-84. 

4. The Legislature should be assured that all available funds remaining 
from prior years are fully expended by the TRPA before it approves any 
increase in support for the agency. An audit of TRPA's financial state
ment for 1981-82 indicates that on June 30, 1982, the agency had reserves 
of $378;984 remaining from (1) prior year revenues, (2) state and local 
support funding, (3) surplus money investments, and (4) accounts rec~iv
able. This did not include surety deposits or mitigation fees held by the 
TRP A but which may have to be refunded .. Tl1e size of this, unexpended 
balance is significant because it (1) exceeds the total level of support 
provided by the state to TRPA in the 1982 Budget Act ($300,000) and (2) 
suggests that the agency was funded in excess of aCtual need during 1981-
82. A portion of any reserves remaining unspent at the end of the current 
year should be used to reduce the amount of additional funding needed 
from California and Nevada to support TRPA's operations in 1983-84. 

For these reasons, we believe that the level of state support requested 
for TRP A in the Budget Bill is adequate. 

STATE ASSISTANCE FUND FOR ENERGY, CALIFORNIA 
BUSINESS AND INDUSTRIAL DEVELOPMENTAL 

CORPORATION 

Item 3300 from the State Ener
gy Loan Fund Account, Gen-
eral Fund .' Budget p. R 14 

Requested 1983-84 .......................... , .............................................. . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ........................................ , ....................................... ;. 

Requested decrease (excluding amount for salary 
increases) $1,401,000 (-91.0 percent) 

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

GENERAL PROGRAM STATEMENT 

$142,000 
1,543,000 

750,000 

None 

The State Assistance Fund for Energy, Business and Industrial Develop
ment Corporation (SAFEBIDCO) was created by Chapter819/80. SAFE
BIDCO is not a state agency. It is a nonprofit corporation that makes loans 
to small businesses involved in alternative energy production or energy 
conservation. The corporation has a nine-member board of direCtors 
which consists of the Secretary: of the Business, Transportation and Hous
ing Agency, the State Controller, a member of the Energy Commission, 
the President of the Corporation, one member appoin.ted by the Senate 
Rules Committee, one member appointed by the Speaker of the Assem-
bly, and three members appointed by the Governor. , . 

The corporation makes loans that leverage state money. It does this by 
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STATE ASSISTANCE FUND FOR ENERGY, CALIFORNIA BUSINESS AND INDUS
TRIAL DEVELOPMENTAL CORPORATION-Continued 

obtaining federal Small Business Admipjstration (SBA) guarantees for up 
to 90 percent of each loan it makes, and then selling the guaranteed 
portion of the loan to investors, using the proceeds to make additional 
loans. As a result, the total amount of SAFEBIDCO loans outstanding can 
. grow to as much as 10 times the original amount of state funds provided 
to the corporation. As ofJanuary 14, 1983, SAFEBIDCO had made loans 
totaling $1,604,500, and had approved an additional $675,000 in 19ans that 
were pending SBA approval of guarantees.. . 

The primary sources of funds used to finance the corporation's operat
ing expenses are (1) the difference between the higher interest rate 
charged by the corporation to loan recipients and the 6 percent interest 
rate paid by the corporation to the state for its loan funds, and (2) the 
premiums paid to the corporation by investors for the portion of the loans 
guaranteed by SBA. (Investors pay a premium for these loans because 
they earn more interest than other U.S. governIllent-backed securities, 
such as Treasury Bonds.) 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes an appropriation of $142,000 from the State Ener

gy Loan Fund (SELF). This is the maximum amount of loan repayments 
the corporation expects to deposit in the SELF during 1983-84. The $142,-
000 would be used to make more loans. 

Chapter 819, Statutes of 1980, established a $2.5 million . line of credit 
from the General Fund for the corporation to use in making loans. Capital 
secured from this line of credit is deposited in the SELF. The corporation 
may borrow any money in the SELF for a term of up to twenty years, at 
an annual percentage rate of 6 percent. Chapter 819 continuously appro
priates the funds in the SELF, allowing it to operate as a revolving loan 
fund. As a result, interest and principal repayments that are deposited in 
the fund can be loaned again to the corporation. The SELF is used only 
for loans. Item 3300-001-021 was included in the 1983 Budget Bill because 
Ch 1284/78 sunseted continuing appropriations, such as the one contained 
in Chapter 819 for the SELF. 

Reduced State Funding 
The Legislature, through Ch U5 / 82, delayed the availability of the $2.5 

million line of credit until July 1, 1982 as part of its effort to balance the 
1981-82 budget. Section 12.70 of the 1982 Budget Act further limited the 
line of credit available to the corporation to $1.5 million, until July 1, 1983. 
The budget proposes to extend this limitation on the corporation's line of 
credit through 1983-84 by limiting the appropriation from the SELF to the 
estimated amount of repayments received during the budget year. 

The corporation expects to have at least $3.8 million in loans outstanding 
by June 30, 1983, and it projects that without any additional money from 
the General Fund, the total will increase to between $7.5 million and $9.5 
million at the end of 1983-84. Ultimately, the $1.5 million already provided 

. to the corporation could result in lo~ns totaling $15 million under the 
program. The corporation, however, probably will notachieve the max
imum possible amount of loan leverage because (1) some of the loan 
guarantees are for amounts less than 90 percent of the SAFEBIDCO loan, 
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and (2) achieving the maximum amount ofleverage would require many 
cycles of making loans, selling the guaranteed portion and issuing new 
loans with the proceeds. 

Reserve Account Funds Unspent 
Chapter 819 also appropriated $750,000 from the Energy Resources and 

Conservation Development Reserve Account (which receives a portion of 
the revenue from the electricity surcharge). The corporation has not yet 
spent approximately $700,000 of the original $750,000 provided to it from 
the Reserve Account. (The budget shows the money as having been ex
pended because it has been transferred from the state to the corporation.) 
This money may be used by the corporation for operating expenses or to 
make loans. The corporation expects to become fully self-supporting in 
1983-84, and indicates that any operating deficit in the current year will 
be less than $50,000. the corporation intends to use the remaining reserve 
account money (approximately $650,000) as a source of liquid workjng 
capital to enable it to make loans before it completes the sale of previous 
loans to investors and to provide a reserve for loan losses. 

CALIFORNIA ALTERNATIVE ENERGY SOURCE FINANCING 
AUTHORITY 

Item 3310 from the Alternative 
Energy Source Fund Budget p. R 15 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 .......................................................................... .. 
Actual 1981-82 ................................................................................. . 

Requested increase (excluding amount 
for salary increases) $11,000 (+7.0 percent) 

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

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
l. Financial and operating plan. Recommend adoption of sup

plemental report language requiring the authority to 
reevaluate the market for its bonds. 

2. Repayment of start-up loan. Recommend adoption of sup
plemental report language directing the authority to estab
lish fees adequate to cover its operating costs and allow it to 
repay a start-up loan. 

GENERAL PROGRAM STATEMENT 

$158,000 
147,000 
149,000 

None 

Analysis 
page 
479 

479 

The California Alternative Energy Source Financing Authority· was 
created by Ch 908/80 for the purpose of issuing up to $200 million of 
revenue bonds to finance alternative energy projects undertaken by pri
vate businesses. Interest earned on the bonds is exempt from state and 
federal income taxes, provided that the projects comply with various 
federal requirements. Alternative energy sources include geothermal, so
lar, biomass, wind, cogeneration, and small hydroelectric projects, as well 
as energy conservation projects which will reduce the use of fossil and 
nuclear fuels. 
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CALIFORNIA ALTERNATIVE ENERGY SOURCE FINANCING AUTHORITY
Continued 

The authority consists of five state officers: the State Treasurer, who acts 
as Chairman, the Director of Finance, the Chairman of the Energy Com
mission, the President of the Public Utilities Commission, and the State 
Controller. The authority began operation in 1981 and has three staff 
positions. 

Chapter 908 appropriated $200,000 from the Energy Resources Conser
vation and Development Special Account (ERCDSA) in the General 
Fund (which derives its revenue from the surcharge on electricity sales) 
to cover the initial start-up expenses of the authority. Ongoing support is 
provided from the Alternative Energy Source Fund (AESF), which de
rives its revenue from application fees and fees imposed on those busi
nesses receiving the proceeds from bonds issued by the authority. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $158,000 from the Alternative 

Energy Source Fund for support of the authority in 1983-84. This is an 
increase of $11,000, or 7 percent, over current-year estimated expendi
tures. The proposed expenditures will increase by the amount of any 
salary or staff benefit increases approved for the budget year. 

Table 1 shows that the authority will need to generate $262,000 of fee 
revenue from bond sales and applications in order to fund its estimated 
expenditures in 198~ and 198~ combined. To do so, the authority will 
have to sell $65.5 million in bonds over the two-year period, assuming that 
the authority continues to charge its current average fee of 0.4 percent on 
the value of the bonds sold. 

Table 1 
California Alternative Energy Source Financing Authority 

Minimum Amount of Bond Sales Needed to Provide Budgeted Support 
for 1982-83 and 1983-84 

(in thousands) 

Estimated expenditures: 
1982-83 ................................................................................................................................................... . 
1983-84 ................................................................................................................................................... . 

Total ................................................................................................................................................... . 
Less carryover of funds available from 1981-82 into 1982-83: 

ERCDSA ........................................................................................................................................ ; ....... .. 
AESF ...................................................................................................................................................... .. 

Total carry-over ............................................................................................................................... . 
Net revenue needed ............................................................................................................................... . 
Amount of bond sales required (based on average fee of 0.4 percent of face value) ......... . 

Bond Sales Fall Short of Estimate 

$147 
158 

$305 

$25 
18 

$43 
$262 

$65,500 

. Last year the authority estimated that it would sell $65 million of bonds 
by the end of 1982-83. The authority staff now estimates that only $20 
million of bonds will be sold by May 1983. By early December 1982, howev
er, only $5.8 million had been sold. According to authority staff, the low 
level of bond sales so far this year is due to (1) the poor state of the 
economy and (2) uncertainty in the financial community regarding the 
continuation of federal tax exemptions for interest earned on industrial 
development bonqs, such as those issued by the authority. 
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The budget estimates that annual fee revenue to the AESF will be 
$180,000 in both 1982-83 and 1983-84, and that the AESF will have a 
surplus of $98,000 on June 30,1984. These estimates assume that the author
ity will sell $45 million of bonds annually, or a total of $90 million over the 
two-year period. When compared with the current rate at which the 
authority is selling bonds, the budget estimates appear to be optimistic. 
Recognizing this, the authority is keeping one of its three positions vacant 
in order to reduce its operating costs (and also because its workload is less 
than was anticipated). 

New Financial and Operating Plan Needed 
We recommend that the Legislature adopt supplemental report lan

guage requinng the authority to reevaluate the demand for its bonds. 
If bond sales by the authority continue to fall short of projections, the 

authority may not receive sufficient revenue to cover its proposed ex
penditures. To reduce the possibility that the authority will incur a deficit 
during 1983-84, the authority should reevalute the market for its bonds 
and adjust its estimate of staffing requirements accordingly, to be consist
ent with the revised workload projections. 

The Authority Should Repay Its Start-Up Loan 
We recommend that the Legislature adopt supplemental report lan

guage requinng the authority to establish fees which wIll cover its operat
ing costs and allow it to repay its start-up loan. 

The budget does not anticipate that the authority will repay any portion 
of the $200,000 appropriated in 1980 to cover its start-up costs. In fact, both 
the Department of Finance and the authority have advised us that they 
do not believe the authority is obligated to repay this appropriation. 

Our analysis indicates, however, that the existing law requires the 
repayment of this appropriation. Chapter 908 explicitly made this appro
priation subject to Section 26027 of the Public Resources Code, which 
states: 

"For the purposes of meeting the necessary expenses of initial organi
zation and operation until such date as the authority derives revenues 
or proceeds from bonds or notes as provided under this division, the 
authority may borrow money as needed for such expenses from the 
State Energy Resources Conservation and Development Special Ac
count in the General Fund in the State Treasury. Such borrowed monies 
shall be repaid with interest within a reasonable time after the authority 
receives revenues or proceeds from bonds or notes as provided under 
this provision." . 
For this reason, we recommend that the Legislature direct the authority 

to repay the appropriation over a reasonable period. Specifically, we rec
ommend adoption of the following supplemental report language, which 
incorporates both of our recommendations: 

"The Caiifornia Alternative Energy Source Financing Authority shall 
reevaluate the amount of bonds it expects to sell and formulate an 
operating and financial plan that: ' 

"1. More accurately estimates annual operating costs. 
"2. Determines the level of fees necessary to (a) cover operating 

expenses, (b) establish a prudent operating reserve, and (c) repay the 
start-up loan of $200,000 provided by Ch 908/80 over a reasonable peri
od. 
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CALIFORNIA ALTERNATIVE ENERGY SOURCE FINANCING AUTHORITY
Continued 

"Mter approving the plan, the authority should adopt the fees neces
sary to fund the plan." 

Reimbursement of the General Fund 
Chapter 908 requires the Controller, on May 10 of each year, to reim

burse the General Fund for the estimated amount of General Fund reve
nue lost as a result of exempting interest on the authority's bonds from 
state income taxation. The statute requires that this transfer come from 
the Energy and Resources Fund (ERF) and be equal to one-half of 1 
percent of the total amount of the authority's bonds outstanding on May 
1 of each year. The authority's estimate of $20 million of bonds outstanding 
on May 1, 1983, implies that the transfer on May 10, 1983, will be $100,000. 
The budget does not anticipate this transfer or any transfer to be made 
in May 1984, the amount of which will deperid on the value of the bonds 
outstanding at that time. . 

Until a reevaluation of the market for the authority's bonds and its 
current fee policy has been completed, we have no basis for recommend
ing any revisions in the authority's budget for 1983--84. 

Resources Agency 

CALIFORNIA CONSERVATION CORPS 

Item 3340 from the General 
Fund and special funds Budget p. R 17 

Requested 1983--84 ......................................................................... . 
Estimated 1982--83 ........................................................................... . 
Actual 1981--82 ................................................................................. . 

$27,919,000 
33,116,000 
24,102,000 

Requested decrease (excluding amount for salary 
increases) $5,197,000 (-15.7 percent) 

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

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 

3340-001-001-Support 
3340-001-190-Support 

3340:101-465-Solar Training 

Total 

Fund 

General 
Environmental License 
Plate 
Energy Resources Programs 
Account, General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATION 
1. Allocation of Corpsmember Hours. Recommend CCC re

port by April 1, 1983 on the allocation of corpsmember hours 
by user agency for the period 1978-79 through 1981--82. 

2. Reductions in Corpsmember Strength. Recommend CCC 
report, prior to budget hearings, on the details of the 
proposed reduction in the number of corpsmembers. 

$375,000 

Amount 
$25,874,000 

946,000 

1,099,000 

$27,919,000 

Analysis 
page 

486 

486 
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3. Required User Charges. Recommend CCC report, prior to 
budget hearings, on the details of the proposal to impose 
user charges on those receiving services from the corps. . 

4. Workers' Compensation Costs. Reduce Item 3340-001-001 by 
$37~OOO. Recommend funds budgeted for workers' com
pensation be based on historical experience. 

5. Limitation on EDP Expenditures. Recommend adoption of 
Budget Bill language making the expenditure of $136,000 for 
EDP automation contingent on the approval of a feasibility 
study. 

GENERAL PROGRAM STATEMENT 

489 

491 

492 

The California Conservation Corps (Ccq was established by Ch 342/76 
and reauthorized by Ch 50/80 to (1) further the development and mainte
nance of the state's natural resources and environment and (2) provide 
meaningful educational and work opportunities and on-the-job training to 
young people seeking to develop employable skills. 

Membership in the CCC is open to California residents aged 18 through 
23. A corpsmember's salary is based on the federal minimum wage, which 
is $3.35 per hour ($580 per month) in 1983. . . 

The corps' headquarters is in Sac:!ramento. It operates 26 base centers, 
as well as a corpsrnember training academy at Fricot City in Calaveras 
County. The budget for the current year provides funding for 1,840 
corpsmembers plus 438 personnel-years. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes appropriations totaling $27,919,000, primarily from 

the General Fund, for support of the CCC in 1983-84. This is a decrease 
of $5,197,000 or 16 percent, below estimated current-year costs. This re
duction, however, makes no allQwance for any salary or staff benefit in
creases which may be approved by the Legislature for the budget year. 

Total program expenditures, including expenditures from reimburse
ments, are projected at $35,668,000 in 1983-,84. This is a decrease of $2,413,-
000 or 6.3 percent, from estimated total expenditures in the current year. 
(In calculating the change from estimated expenditures in 1982-83, we 
have made no allowance for the 2 percent unallotment or the freeze on 
corpsmember contracts directed by Executive Order D-I-83.) 

Table 1 summarizes the major components of the changes proposed for 
the CCC in the budget year. . 

Proposed adjustments to the level of expenditures estimated for the 
current year include the following: 

Increases: 
• $422,000 (various funds) to restore funding for retirement contribu

tions on behalf of CCC employees that were paid in 1982-83 from 
funds of the Public Employees' Retirement System. 

• $1,062,000 (various funds) for miscellaneous adjustments, including 
merit salary adjustments, price increases, and the full-year cost of 
operating a new center. 

Decreases: 
• $3,000,000 (General Fund) to reflect elimination of 155 corpsmember 

contracts and 42.6 staff. The elimination of 155 corpsmember con
tracts also reduces reimbursements for food and lodging by $310,000. 
According to the budget document, this reduction, in combination 
with the two redirections discussed below, will allow three base cen
ters to be closed in 1983-84. 
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CALIFORNIA CONSERVATION CORPs--""continued 

Redirections: 
• $397,000 (General Fund) from corpsmember contracts to pay in

creased medical insurance costs. This results in a decrease of 25 
corpsmember contracts. 

• $323,000 (General Fund) from corpsmember contracts to provide an 
increase in operating expenses. This. results in a decrease of 20 
corpsmember contracts. 

Funding Shifts: 
• Replace $3,200,000 (General Fund) with increased reimbursements 

from agencies that use CCC services. 
• Replace Energy and Hesources Fund support for one center with 

EIlvironmentalLicense Plate Fund support. 

Corpsmember Projects-Who Benefits? 
CCC has become one of the state's fastest growing and most visible 

agencies. The corps' program has grown from $7.8 million in 1976-77 to 
$33.2 million in 1982-83, an increase of $25.4 million, or 325 perceIlt. In the 
current year, corpsmember strength is authorized at 1,840. The 
corpsmembers, together with 438 staff personnel-years, are distributed 
among 26 base centers, a training academy, and the headquarters office. 

More than 3.0 million corpsmember hours of service will be provided 
during 1982-83 for a variety of projects and activities. Under current 
policy, agencies using CCC serviCes generally are required to provide only 
materials, specified equipment, and technical supervision. The CCC pro
vides labor, tools, and crew supervision at no cost to the agency receiving 
these services; 

Our analysis indicates that although the cost of corpsmember services 
to user agencies is relatively low, the cost to the state is significant. Asa 
means of providing the Legislature with the information needed to deter
mine how the costs of the CCC should be divided between the General 
Fund and user agencies, we requested data from CCC on the allocation 
of corpsmember services (by number of hours) to user agencies in recent 
years. Although we requested this data for each year since 1976-77, CCC's 
automated projects system was able to provide it only for 1981-82. This 
data is summarized in Table 2. 

Even though it is limited, this data is useful for two purposes. First, it 
provides a quantifiable record of the de facto priorities used by CCC in 
allocating corpsmember resources. Second, it provides a data base which 
can be used to analyze the potential impact of reducing the corps by 200 
members and imposing user charges on those agencies utilizing the serv
ices of corps members, as proposed in the Governor's Budget for 1983-84. 



Item 3340 
Table 1 

. California. Conservation Corps 
Proposed Budget Changes . 

·1983-a4 
(in thoUsands) 

Energy" 
Resources 

General Programs Otherb 

1982-83 Base Budget· (Revised) ........ ; .......... . 
A. Workload and Administrative Adjust

ments 
1. Restoration of employer retirement 

contrihutions ............... : ........ ; ................. . 
2. One-time 1982-83 equipment pur-

chase •....................................................... 
3.Elimination or reduction of contracts 
4. Cal-Stars implementation .................•.. 
5. Miscellaneous adjustments. (includ' 

ing merit salary adjustments and 
price increases) ; ......... : .......... ; ... :.: ....... ... 

B. Significant Program Changes 
1. Reduction in corpsmemher strength 

(155 corpsmemhers) ........................... . 
2. Increased corpsmemher medical in

surance (funded hy eliminatillg 25 
corpsmemher contracts) ; ........... ; ...... ; .. 

3. Increased operating costs (funded hy 
eliminating 20 corpsmember con-
tracts) ..........................•........ : ............ ; ..•.. 

4.· User· charge reqUirement .. , .... : ........... . 

Total 1983-84 Changes .. ;.; ................... , .... . 
Total Proposed 1983-84 Budget ............. . 

Fund 
$31,094 

398 

-236 

75 

743 

-3,000 

(397) 

·(323) 
. -3,200 

-$5,220 
$25,874 

Accoun( 
$1,035 

12. 

·52 

$64 
$1,099 

FuiJds 
$987 

12 

-222 

169 

.,-$41 
$946 
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Reim-
biJrse~ 

. ments 
.. $4,965 

-289 

.98 

-310 

-40 
3,200 

$2,784 
fl,749 

Totpis 
$38,081c 

.422 

-458 
,-289 

75 

1,062 

~3,310 

125 

-40 

~$2,413 
$35,668 

" Formerly the State Energy ~esources Conservation and Development Account, General Fund. 
b Support for one center is· being changed from .the Energy ·and. Resources Fund in the current year 

($987,000) to the Environmental License Plate Fund in the budget year ($946,000). 
c Estimated expenditures for. 1982-83 do not reflect the 2 percent unallotment directed by Executive 

Order D-I-83. . . . 
Table 2 

California Conservation Corps 
Allocation of Total Corpsmember Hours 

1981.,.82 

Sponsor 
A. CCCIn·House Activities 

1. Center maintenance ............................ .. 
2. Corpsmeinber training .. : ...................... . 
3. Program support. .................... ; ............... . 

Subtotals, In-House Activities ............. . 
B. Project Work 

1. State agencies ........... ; ................. ; ........... . 
2. Local agencies ................ ; ........................ . 

Hours 
Allocated 

to 
Emergencies 

553,554 
11,896 

112 3. Federal agencies ... ; .......... ; ........... , .......... . 
4. Nonprofit agencies .: ................... : ............ . 
5. Other· ......................... : ............................. . 

Subtotals, Project Work ....................... . 
Total Corpsmember HourS ................. . 

(565,562) 
565,562 
(18.3%) 

Hours 
Allocated 
to Non-

emergencies 

157,163 
267,137 
690,345 

(1,114,645) 

550,053 
501,032 
247,820 
110,530 

2,363 
(1,411,818) 

. 2,526,463 
(81.7%) 

Total 
Hours 

157,163 
267,137 
690,345 

(1,114,645) 

1,103,607 
512,928 
247,932 
110,530 

2,363 
(1,977,380) 
3,092,025 

(100%) 
• The "other" category represents several small projects which have not been classified. 

Percent 
of 

Total 

5.1% 
8.6 

22.3 
(36.0%) 

35.7 
16.6 
8.0 
3.6 
0.1 

(64.0%) 
100.0% 
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Table 2 shows the allocation of corpsmember (not staff) hours for 1981-
82. The hours are aggregated by user agency category (including in-house 
activities) and divided into emergency and nonemergency work. 

As Table 2 indicates, CCC allocated almost 3.1 million corpsmember 
hours in 1981--82. Approximately 18 percent of these hours was allocated 
for emergency work, 36 percent was allocated for CCC in-house activities, 
and the remaining 46 percent was allocated for nonemergency project 
work. . 

Emergencies. Performing work in connection with emergencies is the 
corps' most visible activity. Approximately 566,000 hours, or 18 percent of 
the total, were allocated to emergencies in 1981--82. We believe, however, 
that the amount of emergency work was unusually high in that year, 
because of the 260,000 hours allocated for the Medfly eradication effort. If 
Medfly eradication activities are excluded, emergency hours account for 
only 9.9 percent of the total. 

Over 31 percent of all emergency hours was for flood control work, 
primarily for the state Office of Emergency Services. Fire fighting, almost 
all of it for the California Department of Forestry, accounts for 20 percent 
of the emergency hours. Emergency work for local agencies accounted for 
2.1 percent of total emergency hours, most of which was for flood control. 

eee In-House Activities. The CCC used approximately 1.1 million 
hours, or 36 percent of its total hours, for in-house activities. Taken to
gether, in-house activities represented the largest single use of corpsmem
ber hours. 

Maintenance of CCC base centers accounted for 157,163 hours, or 5.1 
percent, of all corpsmember hours. This activity includes making im
provements at base centers, such as remodeling. 

Corpsmember training required 267,137 hours, or 8.1 percent of total 
hours. This category includes activities such as corpsmember time spent 
at the training academy, fire training, water safety, and driver training. It 
does not include time spent after normal work hours on activities such as 
literacy training. . 

Program support was allotted 690,345 hours, or over 22 percent of total 
hours. This category includes corpsmember time allotted to recruitment, 
vehicle maintenance, gardening, cooking, and other activities in support 
of the base center operation. . 

Table 3 
California Conservation Corps 

Allocation of Corpsmember Hours for Nonemergency Projects 
1981-82 

Sponsor 
State agencies ......................................................................................................... . 
Local agencies ......................................................... ; ............................................. . 
Federal agencies .................................................................................................. .. 
Nonprofit agencies ............................................................................................... . 
Other ............................................................................................................... ~ ........ .. 

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

Corpsmember 
Hours 
550,053 
501,032 
247,B20 
110,530 

2,383 

1,411,B1B 

Percent 
of 

Total 
39.0% 
35.4 
17.6 
7.B 
0.2 

100.0% 
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Taken together, emergencies and in-house activities account for almost 
1.7 million hours, or 54 percent of the total. The remaining 1.4 million 
hours (46 percent) were allocated for nonemergency projects ben~fit~ing 
various agencies. The allocation of these hours is discretionary on t~e part 
of CCC management. In order to better focus on how these discretionary 
hours were allocated, we have included a separate breakdown of hours, 
by user agencies, in Table 3. 

State Agencies. Approximately 550,053 hours, or 39 percent of total 
nonemergency project hours, were allocated to state agencies. 
Corpsmember crews were allocated to 24 different state agencies, with 
the primary users being the Department of Parks and Recreiition (27 
percent), the Department of Fish and Game (20 percent), and the Cali-
fornia Department of Forestry (19 percent). . 

Local Agencies. The second largest user of CCC services was local 
government. Over 500,000 hours were allocated toa variety oflocal agen
cies, with 47 percent of the total going for city sponsors, 28 percent going 
for counties, and 25 percent going for special districts. 

Federal Agencies. Federal agencies received 247,820 hours, or almost 
18 percent of the total. The primary sponsoring agencies in this category 
were the U.S. Forestry Service, with 53 percent of the federal total and the 
U.S. National Park Service, with 32 percent. Other federal agencies utiliz
ing CCC services were the U.S. Coast Guard, the National Weather Serv
ice, the Fish and Wildlife Service, the· Corps of Engineers, the Bureau of 
Reclamation, and the Bureau of Land Management. 

Nonprofit Agencies. Approximately 80 nonprofit agencies received 
110,530 hours of corpsmember services in 1981-82. This represented 7.8 
percent of total nonemergency project hours. Services were provided to 
agencies such as the YMCA, Girl Scouts, the San Diego Zoo, KQED~ 
Channel 9, Goodwill Industries, and the Herbert Hoover Boys Club. 

Conclusions Regarding the Allocation of CCC Services 
A review of the distribution of corpsmember hours in Tabie 2 and Table 

3 leads to the following three conclusions. 
1. Nonstate agencies receive most of the nonemergency services. Al

though CCC is.alrri6st entirely state-funded, most of the beriefits from its 
nonemergencywork, in the form of "low-cost" labor, free tools, and crew 
supervision, goes to nonstate agencies. As shown in Table 3, 61 percent of 
all non emergency project work is carried out on behalf of nonstateagen
cies while only 39 percent is for state agencies. This is particularly surpris
ing given that CCC has identified a substantial backlog of work for state 
agencies. .. 

2. The selection process used by the eee does not provide criteria to 
adequately differentiate among competing agencies . . The wide discrep
ancy between what is allocated for state and what is allocated for nonstate 
work is in large part due to the absence of anyguideliries setting priorities 
in selecting projects for the corps. With the exception of emergencies and 
certain "high priority" statewide projects which are mandated by head
quarters, most project selection is done at the base .center level. Our 
discussions with center directors and headquarters staff havedi.sclosed a 
lack of criteria for differentiating amongcoh)peting agencies (state, fed
eral, local, etc.). This explains why the corps allowed 18 percent of none-

. mergency project hours to be allocated to the federal government, even 
while projects of importance to state agencies were being deferred. 

3. The amount of hours devoted to in-house activities~that is, activities 
benefitting only the eee itself~was surprisingly high. These activities 
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represent the largest category of budgeted corpsmember hours. Taken 
together, they account for 36 percent of the total. Based on the current
year authorized level of 1,840 corpsmembers, this represents the services 
of 622 corpsmembers, or the equivalent of over 10 full centers. The propor
tion of total hours devoted to in-house activities appears to be even higher 
when added to the 438 personnel-years of staff. The result is that 1,060 
years of staff and operating overhead are needed for 1,178 personnel-years 
of project effort. . 

Improved Project Data Needed 
We recommend that eee report to the fiscal committees and the Joint 

Legislative Budget Committee by April 1~ 1983, on the allocation of 
corpsmember hours for each year from 1978-79 through 1981-82. 

Our review of how project hours are allocated by the CCC originally 
sought to provide the Legislature with an analysis of the use of corpsmem
ber services over time. We were not able to achieve this objective, howev-
er, because the CCC provided data covering only one year. . 

We believe information for other years would be useful to the Legisla
ture in considering the funding and policy issues raised by the 1983-$4 
budget, as well as in overseeing the operations of the corps-particularly 
with respect to services performed on behalf of the federal government, 
the corps' in-house activities, and the extent of emergency services per
formed. Furthermore, we believe this data can be provided through the 
new automated state project system. The system was to be operable dur~ 
ing the fall of 1982. However, because of implementation delays, data for 
years prior to 1981-82 is not yet available. 

Because full historical data would be. useful to the Legislature, we rec
ommend that the Director of the California Conservation Corps submit . 
a report to the fiscal committees and the Joint Legislative BU,dget Com
mittee by April 1, 1983, on the allocation of. corpsmember hours. The 
report should cover all corpsmember hours allocated annually from 1978-
79 through 1981-82, and should show separately the allocation of these 
hours to projects on behalf of state, federal, local, nonprofit agencies, as 
well as for CCC in-house activities. Hours allocated to emergencies should 
also be identified separately. 

Proposed Reductions in Corpsmember Strength 
We recommend tha~ prior to budget hearings~ eee report to the Legis

lature on the details of the proposed reduction in the number of 
corpsmembers .. The report should identify the number and location of 
centers proposed for closure and/or reduction~ the reduction in corp
smember contracts~ and the reduction in staff personnel-years. 

The budget proposes three changes which, in total, would result in a 
reduction of 200 authorized corpsmember contracts and 47.6 related staff 
personnel-years. These changes are summarized in Table 4. 

Decrease of $3 million in General Fund support. The budget proposes 
a $3.0 million General Fund reduction in support for the California Con
servation Corps (CCC) in 1983-84. The reduction would eliminate fund~ 
ing for 155 corpsmembers and 42.6 related staff personnel-years. This 
reduction, along with the proposed elimination of 45 corpsmembers in 
order to free up funds for increased medical costs and operating expense 
(discussed separately below), results in a total reduction of 200 corpsmem
bers and 47.6 staff personnel-years below the authorized level for the 
current year. 
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Table 4 

California Conservation Corps 
Proposed Changes Reducing Authorized Corpsmember Strength 

Authorized 
Corpsmembers 

A. 1983-84 Baseline .................................................................................................... 1,840 
1. Decrease of $3 million in General Fund support .................................... -155 
2. Redirection of $397,000 to coinpensate for increase in medical insur-

ance costs ............................................................................................................ - 25 
3. Redirection of $323,000 to cover increase in operating expenses ........ -20 

Total Changes ....................................................................................................... -200 
1983-84 Proposed Budget .................................................................................. 1,640 

Personnel
Years 

437.8 
-42.6 

-3.0 
-2.0 

-47.6 
390.2 

According to the budget, the reductions would be made by closing three 
centers (180 corpsmembers) and reducing the number of corpsmembers 
at other centers (20 corpsmembers). The centers proposed for closure 
and/or reductions have not been identified. Implementation of the 
proposed reduction will depend on (1) program decisions made by the 
CCC with respect to the location and number of centers to be closed and 
(2) the impact of Executive Order D-I-83, which imposes a freeze on 
personal services (corpsmember) contracts. The freeze has temporarily 
stopped the intake of corpsmembers. 

The proposed reduction in corpsmember strength raises what essential
ly is a policy issue-what is the priority to the Legislature of this program, 
relative to others financed from the General Fund. The CCC program is 
not based on objective workloa4 data capable of showing what level of 
corpsmember strength is appropriate. Consequently, we have no analyti
cal basis to recommend action on the proposed reductions in corpsmem
ber strength. In reviewing the proposals to reduce the corps, however, the 
Legislature may wish to consider the following: 

• Transfer of CCC Fire Centers to the California Youth Authority. 
The budget does not identify the three centers to be closed. If the 
Legislature approves the 200-corpsmember reduction, it may wish to 
specify that from one to three of the centers jointly operated by CCC 
and the California Department of Forestry (CDF) as fire centers be 
closed and turned over to the California Youth Authority (CYA). 
These centers originally were designed, constructed, and operated as 
inmate conservation camps by CDF and the California Department 
of Corrections. Consequently, they are well suited to CYA operations. 

Transfer of these centers to the CYA would have two advantages. 
First, it would provide the CY A with additional space which could be 
used to house CY A wards. We estimate that CY A will have art excess 
population on July 1,1983, ranging from 654 to 1,037 wards. (This issue 
is discussed in greater detail in our analysis of the CYA's budget-see 
the discussion under Item 5460.) Second, it would provide relatively 
greater savings to the CCC than would the closure of other centers 
because fire centers cost CCC approximately $200,000 per year more 
to operate than base centers. This savings could be used either to 
lessen the reduction' in corpsmember strength or to pay increased 
state costs such as health insurance or operating costs (as discussed 
later in this analysis). 
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• Reduction of Corpsmernber Salaries. As an alternative to reducing 
the number of corpsmeIllbers, the Legislature may wish to consider 
reducing salaries for incoming corpsmembers. According to CCC, 
corpsmember salaries were raised to the federal minimum wage in 
order to make the state eligible for federal grants. Although the corps 
no longer receives these grants, CCC continues to pay the minimum 
wage. Thus, first-year corpsmembers receive $580 monthly. Crew 
leaders and cook specialists receive an additional 15 percent, or $666 
monthly. Monthly deductions for first-year corpsmembers include 
$145 per month for food and a minor part of housing costs, $20 for 
health insurance, $1.30 for life insurance, and a maximum of $59.25 in 
federal and state taxes. This results in a net income of at least $354 per 
month (crew leaders net $424 monthly). In addition, corpsmembers 
receive inkind benefits in the form of General Fund support for a 
significant portion of the costs of housing plus $40 monthly in state
financed medical insurance. 

A reduction in the hourly rate from $3.35 to $3.00 would generate 
savings of approximately $1 million annually. This savings would be 
sufficient to retain from 60 to 80 of the corpsmembers proposed for 
elimination in the budget. A reduction in salaries might also be justi
fied on the basis that many trained and experienced adults, although 
willing to work at the salary and benefit levels paid untrained and 
inexperienced corpsmeIllbers, currently are unable to find employ
ment. 

Increase in Medical Insurance Costs. The budget proposes to reduce 
the authorized corpsmember strength by 25 corpsmembers and staffing 
by 3 personnel-years in order to free up $397,000 for use in funding in
creased corpsmember medical insurance costs. 

The cost for corpsmember medical insurance is shared between the 
state and the individual corpsmembers. Prior to November 1, 1982, the 
total monthly cost was $16.50 per corpsmember, with the corpsmember 
paying $10 and the state paying $6.50. Because the carrier refused to 
continue its contract with the state, CCC was forced to contract with a 
new carrier at a significantly higher rate. Effective November 1, 1982, the 
Medical Insurance costs increased to $50 monthly per corpsmember, an 
increase of 203 percent over the previous rate. 

Table 5 

California Conservation Corps 
Corpsmember Monthly Medical Insurance Costs 

Corps-
member Percent 

Cost Increase 
Old Rate ............................................................ $10.00 
New Rate (Effective ll/1/82) .................... $20.00 100% 

State 
Cost 
$6.50 

$30.00 

Total 
Percent Monthly Percent 
Increase Cost Increase 

$16.50 
362% $50.00 203% 

The CCC decided to absorb more than half of the increases. This is 
shown in Table 5, which compares the old and the new premiums and how 
the costs of these premiums are divided between the corpsmembers and 
the state. The costs of increasing the state's share of medical insurance in 
the current year is approximately $390,000 ($23.50 increase X 9 
months X 1,840 corpsmembers). Because CCC was not budgeted for the 
increase, the added cost is being absorbed within CCC's existing budget, 
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primarily by reducing the number of corpsmember contracts. 
The budget proposes to continue the current policy of absorbing these 

costs in the budget year by proposing a reduction in the CCC's authorized 
strength amounting to 25 (and three related staff personnel-years). The 
existing health insurance contract expires November 1, 1983. Consequent
ly, there may be further increased costs for corpsmember health insurance 
in 1983-84. These costs would probably have to be absorbed in the same 
manner. 

Increase in Operating Expenses. The budget proposes to reduce au
thorized corpsmember strength by 20 corpsmembers and staffing by 2 
personnel-years to free up $323,000 in order to fund underbudgeted oper-
ating expenses. . 

For several years, the CCC has underbudgeted certain categories of 
operating expenses. Thisunderbudgeting was noted in our Analysis of the 
1980-81 Budget Bill. During hearings on the budget, however, the admin
istration maintained that the budget was adequate and no funding adjust
ments were made. 

Since that time, CCC has compensated for its underbudgeting each rear 
by reducing the number of corpsmember contracts below the leve an
ticipated in the Budget Act. For example, in 1981--82 actual expenditures 
for "general expenses" exceeded the amount budgeted by $518,000, while 
the number of corpsmembers fell short of the budgeted level. Similar 
reductions in corpsmember contracts .are occurring in 1982--83. 

The budget for 1983--84 acknowledges the underbudgeting of operating 
expenses, and proposes to reduce the authorized corpsmember strength 
in order to free up the money n.eeded for general expenses, communica
tion, travel, and printing. 

The proposed reduction of 200 corpsmembers (through three separate 
actions) is a significant policy and fiscal issue, affecting not only the CCC, 
but other agencies as well. The impact of this reduction will depend on 
how it is implemented-particularly with respect to the number and 
locations of those centers closed and/or reduced. To permit a thorough 
review of the issue by the Legislature, we recommend that, prior to 
bUdget hearings, the CCC submit the details of the proposed reduction in 
corpsmember strength. The report should identify the number and loca
tion of centers proposed for closure and/or reduction, the reduction of 
corpsmember contracts and the reduction in staff positions. 

Required User Charges 
We recommend that, prior to budget hearings, the California Conserva

tion Corps submit to the Legislature a detailed plan for implementing its 
proposal to levy user charges on agencies receiving services from cee 
The plan should cover, but not be limited to, the amount of the charge to 
be imposed, how the amount of the charge was derived and an identifica
tion of the source of reimbursements. 

The budget proposed a major change in how the corps is financed. 
Specifically, it proposes to charge other agencies for services which CCC 
provides. 

Under existing policy, when CCC undertakes a project for otheragen
cies, the user agency is typically required to pay for only the costs of 
materials, technical supervision, and specialized equipment. No charge is 
made for the costs of corpsmember salaries, CCC crew supervision, tools, 
or transportation, all of which are paid from the CCC support appropria
tion. 
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The budget is proposing to revise this process significantly by charging 
users a portion of the costs for thoseCCC services which agencies current-
1y receive at no cost. Consistent with this proposal, General Fund support 
for the CCC has beeri reduced by $3.2 million, and reimbursements, repre
senting the proceeds from user charges, have be~n increased by an equal 
amount. Charges will not be levied on emergency work, work for nonprofc 
it organizations, and CCC in-house activities. 

At the time this analysis was prepared, the details of the proposed 
process had not been fully developed. Consequently, a number of issues 
remain unresolved, including the following: . 

AmouIlt of the Charge. The amount to be charged by the CCC was not 
identified in the bu.dget. Rather, the budget simply. refers to a "nominal 
funding match". It is not clear, moreover, whether the charge would be 
levied at a flat rate, or vary for different projects. Clearly, however, the 
amount of the charge will have a direct effect on the demand for CCC's 
services. Agencies which presently receive "free labor" from the CCC 
may be reluctant to begin paying for these services if they consider the 
charge excessive. 

For purposes of illustration, we calculated the average rate per 
corpsmember hour that would have been required in 1981-82 to meet the 
$3.2 million reimbursement goal. These calculatioIls are based on the 
actual allocation of corpsmember hours for 1981-82, asshowIl in Tables 2 
and 3. The CCCcorpsmembers worked approximately 3.1 million hours 
in 1981-82. However,. because-·the proposal exempts emergeIlcy work, 
nonprofit work, and CCC in-house work (as well as the fully reimbursed 
stream clearance project), the number of chargeable corpsmember hours 
in 1981-82 would have been only 1.2 million, or 39 percent of total hours 
worked. This would have necessitated a charge of approximately $2.65 per 
corpsmember hour for all work on projects subject to the charge. This 
might reduce the demand for CCC services by some agencies. . . 

UIlkIlOWIl Source of ReimbursemeIlt. The budget assumes that $3.2 
million will be received as reimbursements from user agencies, but does 
not identify the source of these funds. . 

Based on the 1981-82 work project data, approximately 40 percept of all 
potentially reimbursable work is conducted for state agencies. Weare 
aware of no state agency that has received a budget augmentation to pay 
any additional costs associated with this proposal. Furthermore, because 
the budget provides for little growth (and in some cases, for outright 
reductions), state agencies will be limited in their flexibility to redirect 
funds for this purpose. The same situ.ation probably applies to nonstate 
sponsors, most of whom are the agencIes of federal government and local 
government. - . . 

PoteIltial ReductioIl iII Corpsmember StreIlgth. If reimbursements are 
not adequate to repalce the $3.2 million in lost General Fund support, 
CCC will have to reduce its corpsmember strength accordingly. The 
budget already proposed to reduce authorized corpsmember strength by 
200; any shortfall in reimbursements would add to this reduction. 

Program RedirectioIl. The user charge could have a significant impact 
on how corpsmembersspend their time; It could result in CCC redirect
ing resources away from in-house activities and toward more project work. 
Or CCC might be forced· to seek· out more aggressively those projects 
capable of producing reimbursements: This might curtail work on projects 
that provide the best training for corpsmembers, or are the most imp or-

--------------_ .. _------
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tant in terms of developing and maintaining the state's natural resources. 
The proposed user charge might also discourage CCC work on low-prior
ity projects J)roposed by local agencies only because the labor is free. 

Because all of these issues require clarification, we recommend that, 
prior to budget hearings, the California Conservation Corps report to the 
Legislature detailing its plan for implementing the proposed user charge. 
The plan should cover, but not be limited to, the amount of the charge to 
be levied, the basis for deriving this amount, and an identification of the 
source of reimbursements. 

Workers' Compensation Costs Overbudgeted 
We recommend that Item 3340-001-001 be reduced by $37~OOO to reflect 

a revised estimate of workers' compensation costs based on actual experi
ence. 

The 1982 Budget Act provides approximately $1.3 million for 
corpsmember workers' compensation costs. This amount, which is equal 
to $728 per authorized corpsmember, was based on modified commercial 
rate schedules, rather than on actual expenditures, because prior to 1980, 
CCC did not maintain accurate data on workers' compensation costs and 
could not prepare a budget based on past experience. 

The budget proposes $1.2 million in 19~ to continue funding work
ers' compensation at the current-year level of $728 per corpsmember. This 
amount, however, e~ceeds the amount justified on the basis of CCC's 
actual expenditures during the past two fiscal years. These expenditures, 
as well as the amounts budgeted for the current and budget years, are 
shown in Table 6. 

Table 6 

California Conservation Corps 
Corpsmember Workers' Compensation Costs 

1980-81 through 1983-84 

1980-81 ........................................................................................... . 
1981--82 ........................................................................................... . 
1982-83-Estimated •.................................................................... 
(1982-83 Budgeted) ................................................................... . 
1983--84 Budgeted ....................................................................... . 

Total 
State 
Cost 

$437,351 
729,463 
873,332 

( 1,339,520) 
1,193,920 

State
Supported 

Corps
members 

770 
1,381 
1,855 

(1,840) 
1,640 

State 
Cost 
Per 

Corps~ 
member 

$568 
528 
471 

(728.} 
728 

• Estimate is based- on six months' actual expenditures of $436,666. There may be additional expenditures 
in the current year, depending on the outcome of two death benefit claims presently being.adjudlcat
ed. These claims are one-time-only, and should not be used in determining future,year costs. 

Table 6 indicates that actual expenditures for workers' compensation'. 
costs per corpsmember have declined duringthe paSt. two years and. may 
continue to decline into 1982-83. State costs in 198{)..:;.81 averaged $56&peI: 
corpsmember. In 1981-82, the cost declined to $528 per corpsmember, a 
decrease of 7.0 percent. Comparable da~~··~&st~:m9-mP~l~·· 
83 results in a current-year rate of $471 per corpsmember,a decrease of 
11 percent from the previous year and 35 per<;eIit less than the amount . 
budgeted for the current year ($728)_. ~ tnC£.C, tbe>decrease 
results primarily from the implementation of anaggresslve-wO'l'k-5afety 
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program that was begun in 1980-81. 
Based on the data contained in Table 6, CCC appears to be overbudget

ed for workers' compensation. Consequently, we recommend that fund
ing for workers' compensation be based on actual experience in the 
current year ($471 per corpsmember), for a General Fund savings of 
$375,000 to Item 3340-001-001. If CCC's current-year experience changes 
significantly prior to budget hearings, we will advise the Legislature of any 
revision in the amount that may be warranted. 

Limitation on EDP Expenditures 
We recommend that Budget Bill control language be added to Item 

3340-001-001 making expenditure of $136,000 for electronic data processing 
contingent on approval of a feasibility study by the Department of Fi
nance with a 30-day review period by the Joint Legislative Budget Com
mittee. 

CCC has been attempting to develop a limited electronic data process
ing system for over two years. The 1981 Budget Act included $192,000 to 
study the feasibility and begin implementation of automated personnel, 
fiscal, and project management systems. That study was not sufficient to 
justify implementing all of the individual components of the system. 

The 1982 Budget Act approved $32,000 for automation of the project 
tracking and medical records elements of CCC's proposed EDP system. 
The expenditure of an additional $111,000 for a corpsmember personnel 
management system and CCC staff personnel system was made contin
gent on Department of Finance approval of a feasibility study covering 
those systems, and 30 days' prior notice being given to the Joint Legislative 
Budget Committee. 

The current status of the EDP system is uncertain. The project tracking 
system was to be implemented in the fall of 1982. As of January 1, 1983, 
however, the system was not fully operational. Further, the CCC deter
mined that automation of the medical records element was no longer 
necessary, and it will not be implemented. Finally, CCC has not com
pleted the required feasibility study, and indicates that the $111,000 will 
not be needed for EDP expenditure in the current year. 

The 1983-84 budget includes $136,000 to implement and operate the 
corpsmember personnel management system and CCC staff personnel 
system. The feasibility study for these systems is not scheduled for comple
tion until June 1983. Although we concur with the concept of automating 
the remaining elements, full automation should not proceed until a feasi
bility study has been prepared and approved. CCC is not experienced in 
EDP systems, and mistakes in the development of such systems can have 
an adverse effect on program service delivery, as well as costs. Conse
quently, we recommend that the $136,000 budgeted for EDP be approved 
contingent on adoption of the following language in Item 3340-001-001 
requiring approval of.a feasibility study by the Department of Finance: 

"Provided that $136,000 budgeted for automation may be encum
bered no sooner than 30 days after the Department of Finance has 
provided the Joint Legislative Budget Committee with a feasibility re
port in support of further automation; and provided further, that the 
feasibility report shall have been approved by the Department of Fi
nance and prepared in accordance with the State Administrative Man
ual . (Sections 4921 to 4928, inclusive)." 
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CALIFORNIA CONSERVATION CORPS-CAPITAL OUTLAY 

Item 3340-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. R 21 

Requested 1983-84 ......................................................................... . 
Recommended approval ......... , .... · ................................................. . 
Recommendation pending ........................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Minor Capital Outlay .. Withhold recommendation on 17 

projects totaling $121,000 under Item 3340-301-036 (a) , pend
ing identification by the corps of centers to be closed in the 
current and budget years. 

ANALYSIS AND RECOMMENDATIONS 

$434,000 
313,000 
121,000 

Analysis 
page 

494 

The budget includes $434,000 from the General Fund, Special Account 
for Capital Outlay, to fund capital outlay projects for the California Con
servation Corps. The funds would be used to complete the development 
of the Greenwood Solar Center, and to make minor modifications to other 
centers operated by the corps. 

Greenwood· Solar Center 
We recommend approval of Item 3340-301-036{b). 
The budget includes $306,000 under Item 3340-301-036 (b) for working 

drawings and construction for two barracks buildings and an office/recre
ation building at the Conservation Corps' Greenwood Solar Center in EI 
Dorado County. 

The Legislature has appropriated $455,000 over the past three fiscal 
ye2rs for development of the center. The prior appropriations provided 
for a kitchen and mess hall, maintenance facilities, two shop buildings, and 
general site improvements. The work proposed for 19~4 is the final 
phase of development. . 

Barracks Buildings. The corps is proposing to construct two 33-person 
barracks, at a cost of $106,500 each. The buildings will provide a total of 
5,680 square feet ofliving space. The corps members currently are housed 
in trailers which are difficult to heat and maintain, and are in generally 
rundown condition. The proposed barracks, one of which will hous~ male 
corps members and the other of which will house female me(npers; will 
be wood frame structures. with wood siding. 

Office/Recreation Building. The proposal also includes $93,000 to con
struct a 2,576 square foot office and recreation building. The building 
would provide 728 square feet of permanent office space for eight em
ployees. This will replace 200 square feet of office space in two small 
trailers. In addition, the facility would provide 1,848 square feet of recrea
tion space for the corps members. No facility currently exists at the center 
to provide for the recreational needs of the members, 

The proposed appropriation is consistent with prior legislative action to 
establish and develop the Greenwood Solar Center. The amount is reason
able to accomplish the proposed work. Consequently, we recpmmpnd 
approval of the $306,000 to complete the center's developrw'<. 
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Minor Capital Outlay 
We recommend approval of $~OOO for one minor project at the corps' 

academy ... We withhold recommendation on the remaining $121~OOO under 
Item 3340-301-036(a), minor capital outlay, pending identification by the 
corps of the number and location of centers to be closed in the current and 
budget years. 

Item 3340-301-036 (a) includes $128,000 for minor capital outlay projects 
(projects costing $150,000 and less) for the Conservation Corps. The corps 
indicates that $50,000 would be spent on seven fire and life safety projects, 
and $78,000 would be used for 11 projects to make minor improvements 

.. to existing facilities. 
One project would provide battery-operated emergency lighting units 

at several locations at the corps' academy. Power outages at the academy 
have resulted in potentially dangerous situations and curtailment of activi
ties. The proposed project will allow the academy to continue operating 
when outside power is lost. We recommend approval of the $7,000 for this 
project. 

The remaining projects that are proposed for funding would provide 
modifications to various centers around the state. The budget, however, 
also proposes changes to the corps' program which, if approved by the 
Legislature, would result in a reduction of 200 corpsmembers in 1983-84. 
Depending on how the proposed reductions are implemented, the corps 
could be required to close up to three of its existing centers. This, in turn, 
would eliminate the need for funds to make minor improvements to the 
centers. 

Consequently, we withhold recommendation on the remaining 17 mi
nor projects until the corps identifies those centers proposed for closure, 
and the need to make improvements is made clear. 

Projects by Descriptive Category 
In The Budget for 1983-84: Perspectives and Issues, we identify a num

ber of problems that the Legislature will confront in attempting to pro
vide for high-priority state needs within available revenues. To aid the 
Legislature in establishing and funding its priorities, we have divided 
those capital outlay projects which are analysis indicates warrant funding 
into the following seven descriptive categories: 

1. Reduce the state's legal liability-includes projects to correct life 
threatening security / code deficiencies and to meet contractual obli
gations. 

2. Maintain the current level of service-includes projects which if not 
undertaken will lead to reductions in revenue and/or services. 

3. Improve state programs by eliminating program deficiencies. 
4. Increase the level of service provided by state programs. 
5. Increase the cost efficiency of state operations-includes energy con

servation projects and projects to replace lease space which have a 
payback period of less than five years. 

6. Increase the cost efficiency of state operations-includes energy con
servation projects and projects to replace lease space which have a 
payback period of greater than five years. 

7. Other projects-includes noncritical but desirable projects which fit 
none of the other categories, such as projects to improve buildings to 
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meet current code requirements (other than those addressing life
threatening conditions) , utility I site development improvements and 
general improvement of physical facilities. 

Individual projects have been assigned to categories based on the intent 
and scope of each project. These assignments do not reflect the priority 
that individual projects should be given by the Legislature. 

The development of the Greenwood Solar Center ($306,000) and the 
one minor project at the academy ($7,000) fall in Category 7. 

Resources Agency 

ENERGY RESOURCES CONSERVATION AND DEVELOPMENT 
COMMISSION 

Item 3360 from various funds Budget p. R 22 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

Requested decrease (excluding amount for salary 
increases) $24,935,000 (-49.0 percent) 

Total recommended reduction ................................................... . 
Recommendation pending ........................................... , ............... . 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
3360·001-031-Assistance to Agricultural and For-

estry Waste-to-Energy Projects 

3360-001-033-Energy Conservation Loans to 
. Schools, Hospitals, and Local Governments 

3360-001-044-Support 

3360-001-465-Support 

3360-001-890-Support 
3360-10l-034-Grants to Local Governments with 

Geothermal Resources 

Total 

Fund 
State Agricultural and For
estry Residue Utilization Ac
count, General 
State Energy Conservation 
and Assistance Account, 
General 
Motor Vehicle Account, 
State Transportation 
Energy Resources Programs 
Account, General 
Federal Trust 
Geothermal Resources De
velopment Account, General 

$25,859,000 
50,794,000 
27,891,000 

$1,693,000 
$12,686,000 

Amount 
4,600,000 

6,056,000 

94,000 

14,285,000 

(1,332,000) 
824,000 

$25,8:59,000 
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SUMMARY OF MAJOR.ISSUES AND RECOMMENDATIONS 
1. Clarification of Budget Needed. Recommend that the 

Legislature direct the Energy Commission and the Depart
mentofFinance to (a) clarify the programmatic impact of 
proposed reductions in the commission's budget and (b) 
resolve various technical discrepancies in the budget. 

2. Additional Federal Funds A vailabJe. Reduce Item 3360·00}· 
465 by $}/j9~000 in state funds and increase Item 3360·00}· 
890 by an equal amount of federal funds. Recommend 
funding switch in order to replace state funds with available 
federal funds. 

3. Appropriation of Federal Funds. Recommend adoption of 
Budget Bill language to ensure that the Legislature has an 
opportunity to consider any proposed expenditure of fed
eral funds that are not appropriated by the Budget Act. 

4. Unused Loan Funds. Transfer $54}~OOO from the State Agri· 
cultural and Forestry Residue Utilization Account to the 
Generill Fund Recommend transfer because the commis
sion has terminated the program for which these funds were 
originally provided, and has no further plans for using the 
money. 

5. Fe!ieral Escrow Funds. Recommend that the Department 
of Finance report on the amount of "petroleum violation 
escrow funds" the federal Department of Energy will allo
cate to California and how the administration proposes to 
use these funds. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 
505 

508 

509 

510 

511 

The Energy Resources Conservation and Development Commission is 
a five-member full-time commission that is responsible for siting major 
electric power plants, forecasting energy supplies and demands, develop· 
ing energy conservation measures, and carrying out a program of research 
and development involving energy supply, consumption, conservation, 
and power plant siting technology. The commission, located in Sacra
mento, has 504 authorized positions in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes five appropriations totaling $25,859,000 from vari

ous state funds for support of commission activities in 1983-84. This is a 
decrease of $24,935,000, or 49 percent, from estimated current-year ex
penditures; This reduction, however, makes no allowance for any salary 
or staff benefit increases that may be approved for the budget year. 
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The budget proposes total expenditures in support of the commission's 
programs of $28,566,000 in 1983-84. In addition to the $25,859,000 in state 
funds reflected in the Budget Bill, this amount includes expenditures of 
$1,332,000 from federal funds and $1,375,000 from the Geothermal Re
sources Development Account. The latter amount is the 1983-84 portion 
of a two-year appropriation made by the 1982 Budget Act for the San 
Bernardino District Heating Project. 

The level of expenditures from all sources proposed for 1983-84 ($28,-
566,000) is $23,894,000, or 46 percent, less than the $52,460,000 that the 
commission expects. to spend during the current year. The budget indi
cates that this reduction reflects a change in the role of the Energy Com
mission. This change would convert the commission from an active 
participant in an~ implementer. of state energy policy to an a?visor to the 
other state agencles .and the prIvate sector. Some of the major effects of 
this reduction would be to: 

• Eliminate or minimize the development of new energy efficiency 
standards for buildings and appliances. 

• Eliminate emergency planning for oil shortages. 
• Eliminate projects and staff for transportation energy conservation. 
• Reduce staff by 45 percent and contract funds by about 60 percent for 

the development and demonstration of new energy sources, especial
ly synthetic fuels and solar energy. 

• Eliminate staff for the study of long-range issues related to power 
plant siting. 

• Eliminate one-half of the legal staff. 

Table 1 

Energy Commission 
Proposed Total Expenditures, Estimated Loan Repayments, 

and Proposed Net Expenditures 
1983-84 

(in thousands) 

Proposed 
Total 

Expenditures 

Fund 
Support 

Energy Resources Programs Account (Item 3360-001-
465) ....................................................................................... . 

Motor Vehicle Account (Item 3360-001-044) .................... .. 
Federal Trust Fund (Item 3360-001-890) .......................... .. 

Totals, Support ..................................................................... . 
Loan and Grant Programs 

State Energy Conservation and Assistance Account
Schools, Hospitals, and Streetlight Loans (Item 3360-
001-(33) ............................................................................... . 

State Agricultural and Forestry Residue Utilization Ac
count-Assistance to Biomass Energy Projects (Item 
3360-001-031) ..................................................................... . 

Geothermal Resources Development Account-
Grants to local governments (Item 3360-101-034) ........ 
San Bernardino Heating-Balance of 1982 Appropria-

tion ................................................................................... . 

Totals, Loan and Grant Programs .............................. .. 

Totals, Programs .............................................................. .. 

(By Budget 
Item) 

$14,285 
94 

1,332 
$15,711 

$6,056 

4,600 

824 

1,375 

$12,855 
$28,566 

Estimated 
Revenue 

inl!J83....84 
From Loan 
Repayments 

$5,057 

4,615 

$9,672 
$9,672 

Proposed 
Net 

Expenditures 

$14,285 
94 

1,332 
$15,711 

$999 

-15 

824 

1,375 

$3,183 
$18,894 
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Reconciliation of Net and Total Expenditures. Total expenditures, as 
described above, exceed the level of expenditures shown in the budget. 
This is because of the way expenditures under various loan programs are 
reflected in the budget. Table 1 reconciles net expenditures, as shown in 
the commission's budget, with actual expenditures as discussed in this 
Analysis. The table shows that the commission proposes to expend a total 
of $28,566,000 in 1983-84. Of this amount, $15,711,000 would be spent for 
support of the commission. This represents a reduction of $9,739,000, or 38 
percent, from estimated support expenditures in 1982-83 ($24,450,000). 

The remaining $12,855,000 in expenditures proposed for the budget year 
would be spent under various existing loan and grant programs. The 
budget anticipates that the commission will receive $9,672,000 in repay
ments of past loans (including equipment buy-back agreements), and 
deducts the amount of these repayments from total expenditures so that 
only the net amount of proposed expenditures for loan and grant pro
grams-$3,183,OOO-is reflected in the totals. This is why the budget pro
poses total expenditures for 1983-84 of only $18,894,000. 

Similarly, the budget shows current-year total expenditures of $50,713,-
000, which is the result of offsetting $52,460,000 in expenditures with $1," 
747,000 in loan repayments. 

Electricity Surcharge 
Under existing law in effect until July 1, 1983, the Energy Resources 

Conservation and Development Special Account (the Special Account) 
receives revenues from a surcharge on the sale of electricity. The Warren
Alquist Act, which established the Energy Commission, states that funds 
in the Special Account may be used for any purpose authorized by the act. 
The maximum statutory rate of the surcharge is $0.0002 (two-tenths of a 
mill) per kilowatt hour. At this maximum rate, the surcharge increases the 
average monthly residential electric bill in California by about 10 cents. 
The Board of Equalization sets the rate each year and collects the sur
charge from the utilities. 

Prior law required the board to set a rate each January that would 
produce enough revenue to fund the expenditures from the Special Ac
count proposed in the budget. The board adjusted the rate again in Au
gust, if necessary, to reflect the final appropriations in the Budget Act. The 
surcharge has been set at its maximum rate since August 1981. 

New Surcharge Mechanism. Chapter 1139, Statutes of 1982, requires 
the Board of Equalization to continue to set the surcharge at its maximum 
rate regardless of the amount of expenditures proposed in the budget. 
Chapter 1067, Statutes of 1982, which will take effect on July 1, 1983, 
eliminates the role of the Board of Equalization in setting surcharge rates. 
On July 1, 1983, the maximum rate will become permanent. Chapter 1067 
also renames the Special Account as the Energy Resources Programs Ac
count (ERPA) in the General Fund, and eliminates the Reserve Account. 
Finally, Ch 1067 expands the potential use of surcharge revenue so that 
the ERPAmay be used for any "ongoing energy programs and energy 
projects." 

Expenditures in 1982-83. Table 2 shows that, during the current year, 

------------ --
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the budget estimates that expenditures from the Special Account will be 
$31,302,000. Most of this money will be spent by the Energy Commission 
($22,686,000) and by the Public Utilities Commission (PUC) ($6,474,000). 
Six other agenCieswill spend the remaining $1,745,000 (excluding pro rata 
charges). , 

Expenditures in 1983-84 .. Table 2 also shows the expenditures from the 
ERP A proposed by the budget fQr 19~. Total proposed expenditures 
are $16,010,000, a decrease of $15,253,000, or 49 percent, from current-year 
estimated expenditures from the Special Account. The primary reasons 
for this decrease are (1) a reduction of $8,401,000, or 37 percent, in 
proposed expenditures by the Energy Commission and (2) the elimina
tion of $6,474,000 for support of the PUc. The decrease in ERP A funding 
shown for the Energy Corp.mission reflects a proposed reduction in -'pro
grams, whereas the elimination of surcharge support for the PUC reflects 
a funding shift-the proposed replacement of surcharge funds by revenue 
from fees imposed by the PUC on the utilities it regulates. 

Table 2 
Estimated Expenditures from the Energy Resources Conservation 

and Development Special Account (Special Account) 
and Proposed Expenditures from the Energy Resources Programs Account 

(ERPA) 
(in thousands) 

Orgimization 
Energy ,~mmis~ion ..•.............•......... ,.:: ........................ : .... : ..... : ............................ .. 
Public Utilities ·Commissioh .................. ; ...... ; ....................................................... . 
California . Conservation Corps.; .................. .' ................... ~ ............ ; ...................... .. 
Solar Cal. Council ........................................... : ........................................................ .. 
Solar Energy Conservation. Mortgage Corporation ................................ ~ ........ . 
Air Resources· Board ...... ' ..... ; ........................................ ; .... : ...................................... . 
Board ·of Equalization .......................... ; ................................................. ; ................ .. 
Alternative Energy Source Financing Authority; .................. ; ........................ .. 
Pro Rata Assessments ............................... : ..................................... ; ...................... .. 

Totals ..... ; ................................... ; ............................................................... : ...... :. 

Special 
Account 

. Estimated 
1982-!J3 
$22,686 

6,474 
1,005 

250 
240 
141 
54 
25 

397 

$31,302 

ERPA 
Proposed 
1983-84 
$14,285 

1,099 
118 

152 
72 

284 

$16,010 

Surcharge llevenue in 1983-84. At it~ maximum·· ;ate, the electricity 
surcharge produces between$30,000,000 and $32,000,000 of revenue annu
ally, depending on the amount of electricity sold by the state's utilities. 
Because the level of expenditures from ERPA proposed in the budget is 
only $16,010,000, the Board of Equalization could have reduced the sur
charge rate to one-tenth of a mill per kilowatt hour (one-half the max
imum rate) had Ch 1139/82 not been enacted. Section 150 of the 
companion bill to the.Budget Bill would, if enacted, permit the Board of 
Equalization to reduce the surcharge rate in August if a lower rate will 
produce enough revenue to fund all of the appropriations from ERP A. 

Table 3 compares the surcharge revenue needed to fund proposed 
expenditures with the revenue which the surcharge produces at the max
imum rate. The table indicates that $13,628,000 of surcharge revenue will 
be needed in 1983--84 in order to fund the $16,010,000 of expenditures 
proposed by the budget. The difference of $1,382,000 reflects a carryover 
balance from the Special Account and revenue from the :;ale of docu-
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ments. However, the budget estimates that surcharge revenue will be 
$31,860,000 at the maximum rate, leaving a surplus available for appropria
tion of $18,232,000 in the ERP A in 1983-84. 

Table 3 
Energy Resources Programs Account (ERPA) 

Comparison of Revenue Needed to Fund Proposed 1983-84 
Expenditures with Maximum Potential Revenue 

(in thousands) 

1983-84 Proposed Expenditures (from Table 2) ............................................................................. . 
Less: 

Estimated balance of Special Account to be transferred to ERPA on July 1, 1983 a ...... .. 

Estimated revenue from sale of docuements a .......................................................................... .. 

Surcharge revenue needed in 1983-84 ........................................................................................ .. 
Estimated surcharge revenue at maximum rate a .......................................................................... .. 

Surplus available for appropriation .................................................................................................... .. 

a From Governor's Budget, page R 29. 

Geothermal Resources Development Account 

$16,010 

-2,292 
-90 

$13,628 
31,860 

$18,232 

Under federal law, the state receives one-half of the revenue from 
bonuses, royalties and other payments from mineral development on fed
eral land in California. Chapter 139, Statutes of 1980, requires that the 
state's share of the revenues from geothermal development on federal 
land be deposited in the Geothermal Resources Development Account 
(GRDA) in the General Fund. The GRDA also receives $2 million annual-
ly each year from the state's share of federal mineral revenues (primarily 
from oil and gas) which otherwise would be deposited in the State School 
Fund. This transfer, which was authorized by Chapter 139, will continue 
through 1984-85, in order to give the GRDA an amount of funds equiva
lent to the amount of federal geothermal revenues which the state re
ceived before the GRDA was established. 

Thirty percent of the revenue received by the GRDA is available to the 
Energy Commission for grants to local govenments with geothermal re
sburces. These grants may be used for a wide variety of purposes related 
to the development oflocal geothermal resources. C~apter 139 established 
a one-year lag between when revenues are receIved and when they 
become available for expenditure by the Energy Commission. However, 
the 1982 Budget Act eliminates the one-year waiting period for revenue 
received in 1982--83, and for up to $1,375,000 of 1983-84 revenue (the 
second half of the appropriation for the San Bernardino geothermal 
project). The other 70 percent of GRDA revenues is transferred to the 
Renewable Resources Investment Fund (30 percent) or paid directly to 
counties in which the federal geothermal leases are located (40 percent). 

Table 4 indicates that $2,322,000 will be available in the GRDA for use 
1;>y the Ener~ Commission in makin~grants to local governments in 
1983-84. Thebudget proposes an appropriation of $824,000 to the Energy 
Commission for local grants in 1983-84, leaving an unexpended balance of 
c$l,49S,{)OO .oo.Juae 30,1984. . 
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Table 4 

Energy Commission 

Geothermal Resources Development Account (GRDA) 
Funds Available in 1983-84 

(in thousands) 
Unexpended balance from 1982--83 ....................................................................................................... . 
30 percent of total GRDA revenue in 1983-84 ................................................................................. . 
Reserve for 1983-84 portion of appropriation for the San Bernardino heating project ........ .. 

Funds available for local grants ............................................................................................................ .. 
Proposed appropriation for local grants (Item 3360-101-034) ...................................................... .. 

Projected unexpended balance June 30, 1984 .................................................................................. .. 

$1,109 a 

2,588 b 

-1,375 c 

$2,322 d 

-824 
$1,498 d 

a Calculation by Legislative Analyst's Office based on current and past budgets, and assuming estimated 
expenditures of $892,000 (based on Energy Commission information) for grants during 1982-83 and 
$1,375,000 for the first half of the San Bernardino geothermal project. 

b Based on total GRDA revenue of $8,627,000 for 1983-84, as estimated in budget. 
C Appropriation for 1983-84 made by Item 3360-101-034 of the 1982 Budget Act. 
d Of these funds, $1,213,000 is not available under existing law for local grants until 1984-85. This amount 

is 30 percent of GRDA revenue in 1983-84, less $1,375,000 appropriated to complete the San Bernar
dino heating project. 

Significant Budget Changes 
Table 5 summarizes the commission's proposed budget changes for 

1983-84 by funding source. Due to the absence of budget change proposals 
and other detailed information on the budgeted amounts at the time of 
this analysis was prepared, we have had to estimate the funding sources 
for some of the allocations shown in the table. 

The table indicates that net total expenditures are proposed to decline 
from $50,713,000 in the current year to $18,894,000 in the budget year, a 
decrease of $31,819,000, or 63 percent. Total expenditures in 1983-84 (in
cluding the expenditure of loan repayments) are proposed at $28,566,000, 
a reduction of $23,894,000, or 46 percent, from current-year estimated total 
expenditures of $52,460,000. 

Staff Reductions. The budget proposes a reduction of 31 percent in the 
commission's expenditures for personal services, from $15,444,000 to $lO,-
694,000. The budget indicates that this funding reduciton will decrease the 
number of staff personnel-years (PYs) at the commission from 474.4 in 
1982-83 to 305.1 in 1983-84, a decrease of 169.3 personnel-years. 

In order to achieve the savings called for in the budget, the commission 
will have to start reduction-in-force procedures immediately. At best, a 
six-month delay can be expected between the initiation of these proce
dures and the termination of any employees. The actual delay could be 
substantially longer if many employees protest the staffing decisions that 
are made, or if bottlenecks develop at the State Personnel Board or the 
Department of Personnel Administration. These two agencies also will be 
handling the workload resulting from reductions-in-force at other agen
cies. If staff reductions are delayed significantly beyond July 1, 1983, the 
commission may have to reduce its staff below the levels authorized in the 
budget for the remainder of the fiscal year in order to stay within its 
budget. 

The magnitude of the staff reductions that would have to be made by 
the commission is compounded by the commission's failure to achieve the 
staff reductions mandated by the Legislature during the current year. The 
1982 Budget Act reduced the commission's staff by about 38 positions. The 
commission's vacancy rate in 1982-83, however, has been about 5 percent, 

~h~~~::@~~ss.~!~~ ~:3:u~i~:~~s~I::~~:~~~ftsi~~t~C~~~ ~~~~~~~eh'~~h~ 
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Table 5 
Energy Commission 

1983-84 Proposed Budget Change 
(in thousands) 

Special 
Energy 

Account, 
Account Motor Energy&- Federal 

or Vehicle Resources Other Trost 
ERPA Account Fund Funds Fund Total 

1982-83 budget (Revised) ............ $22,686 $3,498 $9,849 $13,170 $1,510 $50,713 Program Changes: 
I. Regulatory and Planning 

Program 
A. Eliminate Locational 

Analysis (-16.4 PY) .... -1,017 -1,017 
B. ElinUnate CEQA Anal-

ysis (-5.2 PY) .............. -299 -299 
C. Discontinue Salton Sea 

Solar Pond Project ...... -500 -500 
D. Other contract reduc-

tions a .............................. -450 -220 -670 
E. Reduce Management 

and Support (-8 PY) -238 -238 
II. Conservation Program 

A. Discontinue traffic sig-
nal synchronization 
grants .............................. -2,400 -2,400 

B. Enerw conservation 
loans 
1. New loans .................. -4,770 c 3507 d 

-1,263 
2. Repayments e ............ -3:31O d 

-3,310 
C. General Program Re-

duction 
1. Eliminate 55.3 PY a -1,954 -184 -2,138 
2. Reduce contracts' .. -888 -412 -1,300 

D. Estimated reduction in 
federal funds ................ -178 -178 III. Development Program 

A. ElinUnate one-time ex-
penditures 
1. Fluidized-bed co-

generation ................ -500 -500 2. Methanol automo-
biles and buses ........ -3,890 -2,539f 

-6,429 
3. Clean coal projects .. -2,OOOg -2,000 

B. Loans for biomass ener-
gy projects 

--1,754 f 1. New loans .................. -1,754 
2. Repayments e ............ -4,615 f 

-4,615 
C. Geothermal grants to 

824h local governments ........ 824 D. General Program Re-
duction (-40.1 PY) 
1. Eliminate 40.1 PY .. -2,022 -2022 
2. Reduce contracts .... -BOO -BOO 
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IV. Policy, Management and 
Administration 
A. Eliminate 38.5 PY due 

to reduced workload 
from other programs • 

B. Reduce contracts .......... 
C. Reduce legal services 

(-6 PY)' .................... .. 
V. Miscellaneous and Base-

line Changes ...................... .. 

Totals, 1983-84 Budget 
changes ................ .. 

Totals, 1983-84 
Proposed Budget.. 

-1,368 
-300 

-295 

1,230 

-$8,401 

$14,285 

RESOURCES / 503 

-188 -1,556 
-300 

-295 

-189 -100 941 

-$3,404 -$9,849 -$9,987 -$178 -$31,819 

$94 $3,183 $1,332 $18,894 

• Allocation of budget change among funding sources is estimated by Legislative Analyst's Office. 
b Energy conservation loans to schools, hospitals, public care institutions and units of local government 

and loans to local governments for replacing inefficient streetlights. 
C Decrease que to one-time appropriations of $2,885,000 to augment "Schools and Hospitals" loan funds 

and $1,885,000 to augment streetlight conversion loan funds in 1982-83. 
d State Energy Conservation and Assistance Account, General Fund. 
e Loan repayments are included as negative expenditures. 
f State Agricultural and Forestry Residue Utilization Account, General Fund. 
g Clean Coal Account, General Fund. 
h Geothermal Resources Development Account, General Fund. 

Legislature, the commission continued to hire new employees during the 
first half of the current fiscal year. As a result of these factors, the personal 
services costs projected for the commission in 1982-83 exc~eded the 
amount approved in the budget by more than $1 million when the com
mission and the Department of Finance began discussions in early January 
1983 on how. this problem could be rectified. 

Contract Funds . . The Budget proposes $1,667,000 for Energy Commis
sion contracts in 1983-84. This is a reduction of $3,508,000, or 68 percent, 
from the estimated amount of contract funds available in the current-year 
($5,175;000). These figures do not include contract expenditures under 
loan and grant programs or special items of expense which are funded by 
one-time appropriations. Nor do they reflect $1,260,000 in federal funds 
that were carried over from 1981~2 into 1982-83. These federal. funds, 
which were added by a budget revision in August 1982, bring the total 
amount available for contracts during the current year to $6,435,000. When 
the Governor imposed a freeze on contract expenditures in January 1983, 
$3,649,000 of this money had been spent. 

At the time this Analysis was prepared, the Department of Finance had 
not supplied the Legislature with a list of the contracts proposed for 
funding in 1983-84. According to the budget narrative, "contract funds 
proposed for 1983-84 are limited to continuation of only those activities 
funded in the current year." 

Loan and Grant Programs and Special Projects. In the current year, 
the commission received $9,849,000 from the Energy Account of the Emir
gy and Resources Fund to augment its existing energy conservation loan 
programs and to fund several major new energy technology projects. The 
proposed budget for 1983-84 does not include any money from the Energy 
and Resources fund or from any other source to augment the loan pro
grams, establish any new loan or grant programs, or to fund new energy 
technology demonstrations. 

The budget includes expenditure of $1,375,000 from the Geothermal 

17-76610 
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Resources Development Account to fund the second part of a two-year 
appropriation made in the 1982 Budget Act for the San Bernardino Geo
thermal Heating Project. 

Budget Changes by Program 
Although the budget makes significant reductions in all four of the 

Energy Commission's programs, the largest reductions, on both a dollar 
basis and a percentage basis, are made in the Energy Conservation pro
gram and the Energy Development program. A general discussion of the 
reductions in each of the four prograI11s follows. 

Regulatory and Planning PrograJ;n. The budget continues staff and 
foods for power plant siting at the current-year level. It eliminates all staff 
and funds for locational analyses (tre study of long-term power plant 
sit~ng issues), as well as for the environmental analyses of (1) other com
mission prog. rams and (2. ) the activities of other agencies pursuant to the 
California Environmental Quality Act (CEQA). The budget reduces con
tract funds, but maintains existing staff levels, for energy supply and de
mand forecasting and analysis work. The budget also reflects a 
discontinuation of funding for the Southern California Edison Company's 
Salton Sea Solar Pond Project. The commission received an appropriation 
of $500,000 from the Energy and Resources Fund in the current year for 
this project, but the money will not be spent because the project is not 
progressing. . 

Energy Conservation Program. The budget proposes a 60 percent re
duction in staff and a 65 percent reduction in contract funds for the 
Energy Conservation program. Staff would decrease from 92.6 to 37.3 
personnel-years, and contract funds would decrease from approximately 
$2,000,000 in the current year to $700,000 in 1983-84. These reductions 
would eliminate all staff and funds for transportation energy conservation 
work and planning for oil shortage emergencies. Furthermore, grants to 
local governments for traffic signal synchronization would not be con
tinued in 1983-84. The commission received $2.4 million from the Motor 
Vehicle Account for these grants during the current year. 

Staff to develop and implement energy conservation standards for new 
buildings would be reduced from 43.2 to 15.0 personnel~years in 1983-84, 
and staff assignecl to the development and implementation of energy 
efficiency standards for appliances and equipment would be reduced from 
7.3 personnel-years in the current year to 4.0 in 1983-84; The budget does 
not reduce staff assigned to the development and monitoring of utility 
load management programs. 

Energy conservation loans to public ~d nonprofit schools, hospitals, 
public care institutions, and units of local' government, and loans to re
place inefficient street lights would be reduced from $7,263,000 in the 
current year to $6,000,000 in 1983-84. Loans in the current year were 
funded in part with $4,770,000 appropriated from the Energy and Re
sources Fund in the 1982 Budget Act to augment these programs. Repay
ments of previous loars 'reCeived by the State Energy Conservation and 
Assistance Account, a revolving loan fund, provided the remaining 
money. All loans made. in 1983~4 would use money from repayments of 
previous loans. . 

Development of New Energy Sources. Estimated expenditures in the 
.. current year for the Energy Uevelopment program include $8,929,000 for 

",j.' . . , 
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one-time expenditures. These projects are not replaced by other projects 
in the 1983-84 budget. These special one-time items of expense are a 
fluidized bed, coal cogeneration project ($500,000), methanol-fueled au
tomobile and bus demonstrations ($6,429,000), and clean coal projects 
investigating the use of methanol and coal gas as industrial fuels ($2,000,-
000). 

The budget estimates that loans to. businesses for biomass energy con
version projects will be reduced by $1,754,000, from $6,354,000 to $4,600,-
000. All of the money loaned in 1983-84 would be provided from 
repayments of previous loans deposited in the State Agricultural and For
estry Residue Utilization Account. The budget also proposes $824,000 from 
the Geothermal Resources Development Account for grants to local gov
ernments for geothermal-related projects. 

The changes in support for the Energy Development program proposed 
by the 1983-84 budget involve a reduction in personnel-years from 92.6 to 
52.5, for a savings of $2,022,000, and an $800,000 reduction in contract 
funds, from $1,350,000 in 1982-83 to $550,000. The budget indicates that the 
positions being eliminated will come from the synthetic fuels office, the 
solar office, and the management of the development division. 

Policy Management and Administration Program. This program in
cludes the commissioners and their staffs, the executive office, administra
tive services, most of the legal staff, and various special offices, such as the 
public advisor and governmental affairs. The budget reduces funding for 
this program by 20 percent, from $8,570,000 to $6,893,000, and reduces staff 
by 32 percent, from 136.7 personnel-years to 92.5 personnel years. The 
reduction is distributed among the various offices included in this pro
gram, and is primarily based on the reduced workload for central adminis
tration and management that· would result from the reductions in the 
other three programs. 

The budget also eliminates 4 lawyers and 2 support staff, for a savings 
of $295,000. This reduction reflects the Governor's policy decision to 
reduce in-house legal staff of all line agencies, in order to centralize the 
provision of legal services in the Department of Justice. The wotkload
based reduction eliminates another 4 legal positions and 1.5 support posi
tions, so that the total proposed reduction in the commission's legal staff 
amounts to 8 attorneys and 3.5 support positions. The commission's author
ized legal staff for 1982-83 is 15.6 lawyers and 8 support POSition. s. Thus, 
the budget proposes to cut the legal staff approximately by 50 percent. 

Effect of Reductions on Programs Uncedain 
We withhold recommendation on the Energy Commission's support 

budget and further recommend that the Energy Commission and .the 
Department of Finance be directed to (1) clarify the programmatic im
pact of the reductions proposed in the budge~ (2) resolve various techni
cal discrepancies in thebudge~ and (3) report thereon to the Legislature, 
prior to subcommittee hearings. 

The budget proposes a major change in direction for the Energy Com
mission. Since it began operation in 1975, the commission's total expendi
tures have grown at an average annual rate of 26 percent. During this 
time, the commission has expanded from a narrow focus on the demand 
for electric. energr and the availability of facilities to pro~uce it~ to encom
pass essentIally al facets of energy supply and demand, mcludmg natural 
gas supplies, the world oil situation, energy use by transportation, and 
synthetic fuels. The activities of the commission and its staff have expand-
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ed programmatically from the original core work of power plant siting and 
the establishment of building and appliance energy efficiency standards 
to include a variety of loan and grant programs that are intended to 
promote energr· conservation and the development of new energy tech
nologies, as weI as the dire~tfunding ofmajor projects to demons.trate and 
develop energy technologIes, such as methanol fuel, photovoltalC power, 
and direct use of geothermal heat. 

The' budget states that the reductions in staff and funding proposed by 
the administration are intended to alterthe role of the commission. Specif
ically, the budget proposes that the commission's role be changed so that 
it is, no longer heavily involved in the adoption and implementation of 
energy policies, and instead acts more as an advisor on energy issues to 
other'institutions, such as the' PUC, 'universities, and, the private sector. 
The budget narrative describes the proposed change as follows: 

"Rather than being 'an active participant in' developing riew eIlergy 
conservation strategies and alternative energy sources, the emphasis of 
the commission's activities will be limited to forecasting future energy 
supply and demand and formulating strategies for energy conservation 
and development in response to energy forecasts." , -" 
Our analyses of past cO:rnmission'budgetshave indicated that inany of 

the commission's activities were poorly focused and of questionable value 
to the state. In SOme instances, studies by staff .andcontractors have been 
littlerl10re than sophisticated speculation. In other cases, it appeared that 
the major purpose of alternative energy projects wa~ todeinonstrate that 
withsuffiderit state subsidy, any technology could be implemented. In 
addition, we have found that the commi~sion's regulatory proceedings in 
pow~r plant siting and other areas often have been overly compl,exand 
legalIstic. '," " . 

Forthese reasons, we believe that a majorreductionin the coimnission's 
budget can be made without eliminating supportfor activities of critical 

- importance to the state. In addition,signi~carit reductions, in 'staff and 
contract funds will stimulate the commission to concentrate more on 
setting priorities for the study of energy-rel:hedproblemsand the. devel
opment of alt~rnative energy sources; Ashaiperfocus in the commission's 
programs could make the programs considerably more effective in achiev-
ing demonstrable ,results. . '- -.' , , - " 

At the same time, however, We recognize that substantial reductions in 
staff and funding, such as those proposed in the P4dget, cannot be 
achieved quickly without causing some disruption to all ,of thecommis-
sion's activities. ,', . . ' - , ,'. " 

In sum, we believe that reductions of the magnitude proposed in the 
budget·may bejustified. Nevertheless, we withhold l;ecommendation on 
the commission's support budget at this time; for two reasons: .. 

1. The programIIlatic impactof the proposed reductions is not clear. 
There are, ,no, ' budget change proposals or other, sU,upport, jng documents 
which' describe how the proposed reductions would, be implemented, 
what their impact would be. _ 

2. There are many technical discrepancies inthe budget which cannot 
be resolved without the p~rticipation of the energy commission budget 
stl:tff. For example,the budget indicates that the cost of one personnel-year 
of staff effort in the development program appears is only $18,800, 
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whereas the cost of a personnel-year of staff in the policy management and 
administration program appears to be $74,000. Furthermore, the budget 
proposes to reduce conservation program contracts by $1,300,000 from the 
current-year level, leaving $700,000for 19~. However, wecariidentify 
a total of only $1,700,000 budgeted for conservation program contracts in 
the current year, not $2,000,000. . 

l!reliminary Observations. Although detail on the proposed changes in 
commission programs is lacking, it is clear that the specific policy and 
program choices· reflected in the budget raise important issues for the 
Legislature to consider. Our preliminary observations on some of these 
choices are as follows: 

1. The Commission Would Playa Greatly Diminished Role in Regulat
ing Buildings and Appliances. The budget appears to eliminate the for
mulation or adoption of new. building energy standards or appliance 
efficiency standards in 1983--84. The commission has adopted standards for 
most types of buildings and household appliances, and currently is en
gaged il) a long-term effort to update and extend its energy conservation 
standards for commercial buildings. It is not dear from the budget 
whether the Governor intends to delay the formulation of new standards, 
or to eliminate any substantive future revisions or additions to the stand-
ardsby deleting funds for these activities. . .. . 

2. The Commission s Regulatory Workload Would be Significantly Cur
tailed. If building and appliance standards development is eliminated or 
limited merely to technical changes and adjustments, the commission's 
regulatory workload would be reduced substantially. Power plant siting 
and load management would remain as the major regulatory functions. 

At this time, it appears that the siting workload in 19~ will consist 
of two geothermal power plants, three cogeneration power plants, and 
one transmission line siting case. All of these cases are expected to be 
before the commission only for a portion of the fiscal year. These geother
mal and cogenenltion siting cases are also subject to expedited siting 
procedures, and do not normally involve the major issues which can arise 
in siting large coal, or nuclear baseload power plants. In addition, all of the 
geothermal projects will be at The Geysers, where the Gommission has 
already sited several power plants. Consequently, these cases should be 
relatively routine. Nor should the work on load management standards 
present a heavy regulatory burden because these standards usually in
volve expenditures of ratepayer money and adjustment of the rate 
schedules. In practice, authori; to set these standards is shared with 
various public rate-setting bodies (the PUC or the governing boards of 
municipal utilities). 

Because of the commission's limited and diminishing regulatory work
load, we question whether the remaining regulatory workload would be 
sufficient to warrant 5 full-time commissioners. We note that these com
missioners currently have a combined staff of 19 permanent professional 
and clerical employees, only 2 of which the budget proposes to delete. 

3. The Focus and Specific Mission of the Commission Become Even 
More Diffuse. The Energy Commission does not have a clear mission or 
focus. Although it investigates a broad range of energy-related issues, its 
regulatory authority is not comprehensive. Instead, its regulatory author
ity covers only segments of the energy regulatory spectrum, and tends to 
be disjointed. On the other hand, the role of the PUC in state energy 
policy has become much greater, as it has increased its efforts to use rates 
and utility revenues in order to implement energy conservation programs 
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and to promote alternative energy sources. . 

By eliminating or deemphasizing building and appliance standards, the 
budget would further erode the commission's specific regulatory focus, 
while continuing at current staffing levels a fragmented energy forecast
ing and assessment function. The budget narrative appears to indicate that 
the commission will continue to formulate broad energy policies for the 
state, but it emphasizes that the implementation of these policies will be 
accomplished by traditional institutions such as the PUc. In this regard, 
the budget does not suggest that any formal mechanism will be proposed 
which would cause the policies adopted by the Energy Commission to be 
implemented by the agencies or institutions which have either the author
ity or the program responsibility to implement new energy policies. 

Continuation of High-Priority Projects or Functions. In each of the 
program areas where the budget proposes reductions in staffing and fund
ing, there are likely to be some functions or activities which warrant 
continuation because of the immediate, identifiable, and significant bene
fits which the state can eXQect to receive from them. These activities 
might include those in which a substantial state investment has already 
been made and which require only a relatively small effort in 1983-84 in 
order to produce useful results. Another type of high-priority activity may 
be continued participation in some regulatory proceedings and litigation 
with immediate importance to Californi!i-for example, rate proce,edings 
regarding the purchase of power by California utilities from the Bonne
ville Power Administration. Completion or continuation of these activities 
should be considered by the Legislature for high-priority funding within 
the reduced programs. 

Additional Federal Funds Available 
We recommend a reduction of $1,693l}()() (Item 3360-001~465), offset by 

a corresponding increase in federal funds (Item 3360-001-890), in order to 
assure that available federal funds are fully utilized and to reduce de
mands on limited state funds. 

The 1982 Budget Act appropriated $1,510,000 of federal funds to the 
commission. This was the estimated amount of new federal funds that 
would be available to the commission for 1982--83. Essentially all of this 
money was to be spent for the federally approved State Energy Cons,erva
tion Program (SECP). The Department of Energy distributes SECP funds 
to state energy offices on a formula basis. SECP funds can btl used for a 
wide variety of energy conservation activities, and can either replace or 
augment state money. 

Commission staff now indicate that the actual amount offederal funds 
available for expenditure in 1982--83 will be $3,505,000, about twice the 
$1,510,000 appropriated. Of the additional $1,995,000, $1,784,000 represents 
SECP money that remains unexpended from previous years. Most of the 
remaining $211,000 is from surplus funds available to the commission for 
administering the federal schools and hospitals energy conservation grant 
program. . 

As of January 1983, the Department of Finance had authorized the 
commission to spend an additional $1,286,000 of these federal funds, bring
ing the total to $2,796,000 in 1982-83. Thus, the commission will carry-over 
at least $709,000 in federal funds from 1982--83 into 1983-84. The Depart-
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ment of Energy now indicates that new SECP funds totaling $1,168,000 
more than the amount proposed in the budget will be available to the 
commission in 1983-84. This additional money, together with the $525,000 
in surplus SECP funds from the current year, could be substituted for state 
funds in the commission's energy conservation program for 1983-84. Ac
cordingly, we recommend that $1,693,000 in available federal funds be 
used in lieu of state funds to support the energy conservation program in 
the budget year. 

Circumvention of Legislative Review 
Several actions taken by the commission during the current fiscal year 

appear to circumvent legislative review and control of the budget. These 
actions are discussed in the next two sections of this analysis. 

Carry-Over of Federal Funds 
We recommend that Budget Bill language be added to Item 3360-001-

890 directing the State Controller to prohibit the expenditure of any unap
propriated federal funds by the commission during 1983-84 unless he has 
determined that (J) the additional money will replace state funds or (2) 
the Director of Finance has cerh"fied to the Chairmen of the Joint J-egisla
tive Budget Committee and the fiscal committee of each house in writing 
that the money cannot be used to offset a like amount of state moJiey. 

On August 2, 1982, the Department of Finance app:roved a revision to 
the Energy Commission's budget that allowed the commission to spend 
an additional $1,259,712 of federal furids for contract studies during 1982-
83. The Legislature did not appropriate any of these funds for 1982-83; nor 
was the Legislature notified of this augmentation pursuant to require
ments set forth in Section 28.00 of the Budget Act. This augmentation, 
which was made possible by the availability of surplus, federal SECP 
grants, could have been-and should have been-presented to the Legis
lature during its consideration of the commission's 1982-83 budget. All of 
the money is from prior-year federal grants, and could have been an
ticipated at the time of budget hearings. As a result of the commission and 
the department failing to advise the Legislature that these funds were 
available: 

1. The Legislature was denied the opportunity to substitute this llloney, 
for state funds, and thereby achieve additional savings in the Special 
Account which could have been used to reduce demands on the General 
Fund. 

2. The Legislature was denied the opportunity to review the specific 
contracts to be funded. , " 

We recommend that the Legislature adopt the following Budget Bill 
language to insure that it retains control over federal funds received by 
the commission: 

"Provided that, the State Controller shall not allow the Energy Re
sources Conservation and Development Commission to spend any fed
eral funds in excess of the amount appropriated by Item 3360-001-890, 
unless either (1) the expenditure of the additional federal funds will 
result in an equivalent reduction in the expenditure of state funds ap
propriated to the commission or (2) the Director of Finance certifies to 
the chairmen of the Joint Legislative Budget Committee and the fiscal 
committee of each house that the additional federal funds can be used 
only to augment existing state funds. . 
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Funds Switched from Ethanol to Methanol Program 
We recommend the transfer of $541,000 from the State Agricultural and 

Forestry Residue Utilization Account to the General Fund because there 
is no plan to spend this money for its original purpose. 

Another circumvention of legislative budgetary review and control in
volves the use of funds appropriated by Chapter 161179. This act appro
priated $lO million from the Transportation, Planning and Development 
Account to the Secretary of Business, Transportation, and Housing for the 
development of alternative motor vehicle fuels. Chapter 803, Statutes of 
1980, transferred $3.8 million of this amount to the State Agricultural and 
Forestry Residue Utilization Account (SAFRUA) for use by the Energy 
Commission in "investigating the practicality and cost effectiveness of 
alternative motor vehicle fuels, including, but not limited to, the produc
tion of fuel grade ethanol from agricultural products." 

The commission established a program to fund feasibility studies and 
provide loans for the construction of medium-sized ethanol production 
facilities to implement this legislation. In our Analysis of the 1982 Budget 
BilL wenoted that at the time approximately $2.5 million of this money 
remained unspent, and that the commission's staff had rejected all of the 
specific proposals for using the funds on the basis that these proposals 
(involving the conversion of grain to alcohol) were not economically 
feasible. On this basis, we recommended that the commission report to the 
Legislature on how it intended to use the remaining $2.5 million. 

In its written response to our analysis and during the budget hearings, 
the commission indicated that it planned to solicit a new round of funding 
proposals for projects to make ethanol from agricultural waste materials 
(such as cull fruits or cheese whey) or from feed stocks grown by prospec
tive ethanol producers. Thus, the program would continue to promote the 
production of ethanol fuel from agricultural materials. 

In July 1982, the commission diverted $1,998,000 of this money to fund 
a contract which had been awarded several months earlier to demonstrate 
the feasiblity of methanol-fueled buses. Initially, the methanol bus work 
was funded from the Clean Coal Account. Subsequent to the enactment 
of the budget, however, the commission switched the funding for the 
methanol bus contract to the SAFRUA. It did this so that it could use the 
Clean Coal Account to proceed with methanol arid coal gasification 
projects. (The commission had planned to use $2 million fro~ the Clean 
Coal Account to support these projects, but the Legislature chose to trans
fer these funds to the General Fund.) Thus, money which was intended 
by the Legislature to be used for ethanol loans to help farmers and other 
segments of the agricultural industry is instead being used to demonstrate 
the feasibility of methnol-fueled buses in a suburban mass-transit system. 
The Department of Finance did not choose to notify the Legislature of this 
diversion, as it is required to do by Control Section 28.00 of the Budget Act. 

The commission's diversion of funds from the ethanol program to the 
methanol program represents a significant policy change and involves a 
substantial amount of money. While the commission's decision not to fund 
the ethanol projects rriay have been prudent, the diversion of the $1,998,-
000 to the methanol bus fleet contradicted what the commission had told 
the Legislature during the budget hearings and denied the Legislature an 
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opportunity to examine the ethanol and methanol programs and make its 
own determination regarding funding priorities. 

Of the original $3.8 million available for ethanol loans, approximately 
$541,000 remains unexpended at this time. According to commission staff, 
there are no plans at present to spend this money. On this basis, and in 
order to provide the Legislature with more fiscal flexibility in providing 
funding for its priorities, we recommend that $541,000 be transferred from 
the State Agricultural and Foresty Residue Utilization Account to the 
General Fund. 

State to Receive Federal Escrow Funds 
We recommend that the Department of Finance report to the Legisla. 

ture on the amount of "petroleum violation escrow funds" which the 
Department of Energy will allocate to California, and the proposed use 
of these funds. 

House Joint Resolution 631, enacted by Congress in December 1982, 
requires the Secretary of Energy to distribute up to $200 million of "petro
leum violation escrow funds" to the states. The escrow funds are payments 
by oil companies and others to the federal government because of alleged 
overcharging during the period when petroleum prices were regulated. 
Each state will receive money in proportion to its use of refined petroleum 
products when price controls were in effect (1973 to 1981). 

California probably will receive about 10 percent of the nationwide 
amount, or $20 million if the full $200 million is distributed to the states. 
The Department of Energy indicates that it will announce in late January 
the amount each state will receive. This money may be used only to 
augment funds otherwise available (both state and federal) for the follow
ing five federally authorized energy conservation programs: 

1. Home weatherization assistance to low-income persons administered 
by the Governor's Office of Economic Opportunity. . 

2. The Department of Energy-approved state energy conservation pro
gram carried out by the Energy Commission. 

3. Grants to schools and hospitals for energy conservation projects, ad
ministered by the Energy Commission. 

4. The Energy Extension Service operated by the Office of Appropriate 
Technology. 

5. Low-Income Home Energy Assistance payments, administered by 
the Department of Social Services. 

The Department of Finance should report to the Legislature as soon as 
possible on·the amount of these federal funds that the state will receive 
and how the administration proposes to use the money. 
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Resources Agency 

CALIFORNIA WASTE MANAGEMENT BOARD-SUPPORT AND 
REAPPROPRIATION 

Items 3380 from the General 
Fund and 3380-490 from the 
Environmental License Plate 
Fund Budget p. R 33 

Requested 1983-84 .......................................................................... . 
Estimated 1982--83 ........................................................................... . 
Actual'1981-82 ................................................................................. . 

$4,059,000 
6,808,000 
8,161,000 

Requested decrease (excluding amount for salary 
increases) $2;749,000 (-40.4 percent) 

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

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 

3380"()()1-OOl-Support 
3380-490-140-Reappropriation 

Total 

Fund 

General 
Environmental License 
Plate 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Contract Management Positions. Reduce Item 3380-001-

001 by $230,000. Recommend a reduction of $230,000 to 
delete four existing contract management positions and one 
clerical support position which are no longer justified on a 
workload basis. 

2. Supervisory and Administrative Positions. Reduce Item 
3380-001-001 by $430,000. Recommend a reduction of 
$430,000 to delete five existing supervisory positions and 
seven existing administrative services positions, consistent 
with reductions in the board's programs. 

3. Public Awareness and Education. Withhold recommenda
tion on 8.6 positions and $940,000 requested for public 
awareness activities, pending receipt and review of a legisla
tively mandated report on public awareness program alter
natives. 

GENERAL PROGRAM STATEMENT 

660,000 
$940,000 

Amount 

$4,024,000 
35,000 

$4,059,000 

Analysis 
page 

515 

515 

517 

The California Waste Management Board is responsible for (1) ensuring 
that nonhazardous wastes are hand~ed and dispos~d in an env:ironmentally 
sound manner and (2) encouragmg the adoptIon of envIronmentally, 
economically, and technically-sound changes in waste disposal practices. 
Under e~dsting law, the primary responsibility for solid waste management 
and associated planning is assigned to local government. The budget pro
poses 85 personnelcyears for the board during the current year. 
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ANALYSIS AND RECOMMENDATIONS 
The budget proposes two appropriations totaling $4,059,000 from state 

funds for support of the California Waste Management Board in 19~. 
This amount consists of $4,024,000 from the General Fund and $35,000 in 
funds remaining from the $200,000 originally appropriated by Ch 1019/80 
to finance a study of the migration of methane gas from landfills. The total 
amount proposed in the two appropriations is $2,749,000, or 40 percent, 
less than estimated current-year expenditures. This, however, makes no 
allowance for any salary or staff benefit increases that may be approved 
for the budget year ... 

The board also plans to spend $83,000 in reimbursements, bringing total 
proposed expenditures in 19~ to $4,142,000. This is a decrease of 
$2,832,000, or 41 percent, from total expenditures in the current year. 

Significant Budget Changes 
The major changes in the board's 1983--84 budget are shown in Table 1 

and discussed below. . 
1. Reduction in Grant and Contract Funds. The budget proposes a 

reduction in the amount available to the board for grants and contracts 
amounting to $2,548,000. This leaves only $200,000, to be used to fund 
projects for public awareness. 

During the period 1978-79 through 1982--83, the board received signifi
cant funding for grants and contracts pursuant to Ch 1161/77 (SB 650). 
This act established a five-year program of state support to local govern
ments and private entities to encourage litter control, recycling, and re
source recovery. Expenditures under this program were approximately $8 
million in 1978-79, $9.5 million in 1979--80, $9.1 million in 1980--81, $5.2 
million in 1981--82, and $2.8 million in 1982--83. This money supported a 
wide variety of projects, including research on recycling methods, waste
to-energy conversion and other technologies,. public awareness, litter 
cleanup, and the establishment and operation of recycling centers. 

Senate Bill 650 directed our office to report annually to the Legislature 
on the effectiveness of the programs established by the bill. In our reports, 
we concluded that, while some projects funded by SB 650 had merit, the 
program as a whole has not resulted in significant changes in the amount 
of materials recovered or recycled in the state. 

The lack of progress under this program, despite the expenditure of 
nearly $35 million over a five-year period, can be traced to several factors. 
In the early years of the program, the board distributed a large number 
of relatively small grants, with the expectation that these small amounts 
of "seed money" would be sufficient to get many projects operating on a 
self-supporting basis. This proved not to be the case, particularly for waste
to-energy and other complex projects. Most of the waste-to-energy 
projects which received funding from the board continue to face severe 
siting, air quality, ash disposal, and financing difficulties. Furthermore, the 
board was unable to adequately monitor and manage the large number of 
projects it had funded. 

In the recycling area, we concluded that the basic premise of the pro
gram-to establish recycling facilities to collect additional materials
would not result in a significant increase in recycling unless corresponding 
action was taken to increase the demand for recycled materials. The board 
has attempted to develop programs to increase demand, but few feasible 
options have been identified. 

Given that program results to date have been limited, we conclude that 
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the proposed reduction in grant and contract funds will not significantly 
affect the overall implementation of alternative waste management tech
niques in California. The proposed reduction presents no threat to public 
health or safety, and the board will retain staff to provide technical assist
ance to local entities. Taking into account the fiscal problems facing the 
state, we have no basis for recommending that the budget be augmented 
to restore funds for grants and contracts given the relatively ineffective 
manner in which these funds have been used to date. 

2. Termination of the Solid Waste Management Fund. In recent years, 
a significant portion of the board's expenditures has been funded through 
the Solid Waste Management Fund. In essence, however, this amounted 
to General Fund support, because all revenue to the Solid Waste Manage
ment Fund came from the General Fund. The statutory authorization for 
the Solid Waste Management Fund will expire on June 30,1983. Therefore, 
the 1983-84 appropriation to support the board is budgeted directly from 
the General Fund. There will be no net effect on the level of General 
Fund expenditures as a result of this change. 

Table 1 

California Waste Management Board 
Proposed Budget Changes 

1983-84 
(in thousands) 

Solid 
Waste 

General Management 
Fund Fund 

1982-83 Base Budget (Revised)" .......................... $4,550 $2,102 
A. Program Changes 

-2,548': 1. Reduction in contract and grant funds .... 
B. Baseline Changes 

1. Elimination of Solid Waste Management 
Fund ............................................................ : ..... 2,102 -2,102 

2. Deletion of pro rata charges ...................... -215 
3. Termination of one-time expenditures for 

methane gas study ........................................ 
4. Loss of federal funding ................................ 
5. Miscellaneous .. : ............................................... 135 --

Totals, 1983-84 Budget Changes ................ -$526 -$2,102 

Totals, 1983-84 Proposed Budget .............. $4,024 

Other Totals 
$322b $6,974 

-2,548 

-215 

-121c -121 
_lOSd -108 

25" 160 ---
-$204 -$2,832 -war $4,142 

"The total estimated expenditure for 1982-83 does not reflect the 2 percent unallotment directed by 
Executive Order D-I-83. 

b Includes $156,000 from the Environmental License Plate Fund, $108,000 in federal funds, and $58,000 
in reimbursements. 

c Environmental License Plate Fund. 
d Federal funds. 
" Reimbursements. 
r Includes $35,000 from the Environmental License Plate Fund and $83,000 in reimbursements. 

-------------
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Delete· Unjustified Co~tractManagement·· Positions . 
We reeomnitmd deletion of$230,OOO from Item 3380-001-001to eliminate 

four existing contract management positions and one clerical support posi-
tion which are no longer justifi'edoIl a workloadbasis.· . 

As noted above, the board's budgetr~quest includes a reduCtion ·of 
$2,548,000 (93 percent) in funding for grants and contracts. No corre
sponding reduction was made, however, in the level of staff devoted to the 
development and managem~nt of grants and contracts. Instead, the 
budget provides for the continuation of the staffing level authorized in the 
current year. .. 

The workload involved in grant and contract management includes: 
• Determining specific study areas to he. addressed. 
• Developip.g "requests for proposals" (RFPs) which are used to select 

contractors toperform desired studies or projects. . 
• Evaluating· proposals and selecting cohtractors. 
• Negotiatiilg and drafting contraCts. . 
• Mop.itoring.eachcontraetor's performallce. 
• Clerical support. .... . 
Table 2 shows the board's ,recent and projected contract management 

workload. . . . . 

Table 2 
California Waste'MahagementBoard 
. Contract Management Workload 

1980-81 a 1981.:.ti2 
$5,981,000 . $5,198,000 

268 59 
Grant and contract funds available ........ .. 
Number of proposals. evaluated ............... . 
Number of new contracts awarded; ........ . 67 37 
Number of contracts monitored ............. .. 106 154 

a Excludes litter grants to 'facilitate comparison. 

1982-83 198J..c84 
$2,818,000 $200,000 

25 9 
27 3 

132 35 

Based on the board's work plan for 198~3, we estimate that the board 
has approximately four personnel-years devoted to contract management 
work in the current year. This does not include staff in the public aware
ness area (the only program budgeted to receive contract funds in 1983-
84), ilor does it include staff necessary to monitor and audit existing con
tracts that will extend into 1983--84. 

Given the proposed elimination of all grant and contract funds other 
than for public awareness, the four personnel~years devoted to contract 
management and 0Ile clerical support position are no longer justified on 
a workload basis. We therefore recommend deletion offivepositions, for 
a savings of $230,000 in Item 3380-001-001. . . 

Supervisory and Actministrative Positions . 
We recommend a reduction of$430,OOO in Item 3380-001-001 to delete 

five existing supervisory positions and seven existing administrative posi-
tions,consistent with reductions in the board's programs. . 

FQr 198:3-84, the board requests$i,772,000, or 43 percent of the board's 
total budgeted expenditures, for overall board support and administra
tion. This percentage is substantially higher than the norm for state de-
partments. . . . .... ..' 

Our analysis indicates that the recent significant reductions in the 
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board's overall programs and expenditures have not been accompanied by 
corresponding reductions in administrative staff. Table 3 shows the 
board's administrative expenditures as a percentage of total expenditures 
for the period 1980-81 through 198~4. 

Table 3 

California Waste Management Board 
Administrative Expenditures as a Percentage of Total Expenditures 

(dollars in thousands) 

Expenditures 
Total ................................................................................... . 
Administrative ................................................................. . 
Administrative as percentage of total ....................... . 

1980-81 
$14,325 

1,622 
11.3% 

1981-82 
$8,564 
1,670 
19.5% 

1982-83 
$6,974 
1,687 
24.2% 

1983-84 
$4,142 
1,772 
42.8% 

As Table 3 indicates, the board's administrative expenses have remained 
roughly constant in dollars, while overall program expenditures have been 
reduced from $14,325,000 to $4,142,000-a reduction of 70 percent. 

We recognize that there are large fixed costs associated with the struc
ture and functioning of the board itself. The board consists of a full time 
salaried chairman, plus eight voting members who receive $100 per day 
plus expenses for attending monthly board meetings. The board itself and 
its associated operating expenses account for $150,000 of the 1983-84 
budget request. In addition, the board's budget includes within adminis
tration 18 positions (executive office, division chiefs, and centralized cleri
cal pool) which in other agencies are identified as program staff. 

Nevertheless, we believe that a reduction in the board's overall adminisc 

trative and supervisory staff is warranted. The board requests 1983--84 
funding for a full-time chairperson, an executive officer, a 3-position Office 
of Policy and Program Analysis, 16 other supervisory-level positions, and 
a 23-position administrative services division, for a total of 44 workload
associated administrative and supervisory positions. While this level of 
executive and administrative services support may have been appropriate 
when the board was developing and managing $9 million per year in 
grants and contracts, this is no longer the case. 

Based on a review of the board's requested staffing patterns, we con
clude that, as a minimum, a reduction of five supervisory positions, or 
approximately $230,000, could be sustained without seriously affecting the 
board's ability to manage its current programs. 

In addition, administrative workload is declining in response to reduc
tions in grant expenditures, the number of contracts outstanding, and the 
number of personnel employed by the board. At the time this analysis was 
prepared, however, we had not received sufficiently detailed workload 
information to determine with precision what further reductions are war
ranted by the reduction in workload. We have reviewed the board's staff
ingin the administrative services area, and identified activities to which 
the board is now. devoting more than one staff position. These activities 
include personnel,contract and auditing, business services, accounting, 
and clerical support. Given the sharp reductions in the board's workload, 
it would appear that seven positions probably could be eliminated without 
jeopardizing the performance of these activities. It is on this basis that we 
recommend the reduction of seven positions and associated expenses for 
a savings of $200,000. This results in an overall recommended reduction of 
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$430,000 in Item 3380-001-001. . 
Once detailed workload inforrriation on the board's administrative sup

port requiremep.ts becomes available, we will review this recommenda
tion and advise the Legislature if any changes are warranted by our 
review. 

Public Awareness Staffing and Contracts 
We withhold recommendation on 8.6 positions and $940,000 requested 

for public awareness activities~pending receipt and review of the report 
on public awareness program alternatives that the Legislature mandated 
in 1982. 

The budget proposes 8.6 positions and $940,000 (including $200,000 in 
contract funds) for public awareness activities in 1983-84. 

Last ye~r, we recommended and the Legislature adopted the following 
language m the Supplemental Report of the 1982 Budget Act: 

"The board shall allocate up to $30,000 from its public awareness and 
education funds for a. contract study and report on alternative ap
proaches to public awareness and education efforts, and formulate an 
overall plan for the education and public awareness program:' 

A contract for the report has been awarded, and the report is expected to 
be available for review in February 1983. We anticipate that the report 
will be useful to the Legislature in reviewing the public awareness activi
ties and expenditures proposed by the board. We, therefore, deferrecom
mendation on the funding requested for public awareness activities, 
pending receipt and review of the report. 

Remaining Board Activities 
The proposed $2,548,000 reduction in 1983-84 grant and contract fund

ing continues a trend that was begun in 1981.,..82. Table 4 shows board 
expenditures in each of its principal program areas for the last four fiscal 
years. 

1. 

Table 4 

California Waste Management Board 
Expenditures by Program Area 

(in thousands) 

1980-81 1981-82 1982-83 
Monitoring and Enforcement ............................ $2,181 $1,773 $1,879 

2. Resource Conservatiori and Recovery .............. 6,668 5,248 3,861 
3. Litter Control .......................................................... 4,227 
4. Public Awareness . ................................................. 1,249 1,543 1,234 

Totals .............................. , ..................................... $14,325 $8,564 $6,974 

Percent 
1983-84 Change 

$1,489 -32% 
1,713 -74 

-100 
940 -24. 

$4,142 -71% 

Because of the significant reductions in the boarc;l's programs, it is not 
clear that the provisions of existing law setting forth the board's mission 
and priorities are still valid. For this reason, the Legisalture may wish to 
reevaluate the board's mission as set forth in the Government Code. To 
facilitate such a reevaluation, the balance of this analysis describes the 
board's remaining activities and statutory responsibilities. 

The board's current activities can be grouped into two distinct catego
ries. First, the board seeks to assure that existing waste management 
facilities and practices are environmentally sound. This function is per-
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formed as part of the board's Monitoring and Enforcement program. 
Second, the board seeks to encourage environmentally, economically, 

and technically-sound changes in existing waste disposal practices. ThiS 
function is performed as part of the board's Resource Conservation and 
Recovery program and its Public Awareness program. (The Litter Control 
program, which is shown separately in Table 4 in order to provide historic 
perspective, no longer exists as a separate program element.) 

Monitoring and Enforcement. The budget proposes the expendihire 
of $1,489,000 for monitoring and enforcement activities in 1983-84. This is 
32 percent less than expenditures for this purpose during 1980--81. 

The board has no direct regulatory responsibility in the solid waste area. 
No state permits are required for solid waste collection or disposal facili
ties. Instead, the board's responsibilities are limited to reviewing the ac
tivities of local entities with regard to the planning and siting of solid waste 
facilities, the issuance of solid waste facility permits, and the enforcement 
of permit terms and conditions. Under existing law, the board is required 
to: 

1. Review county solid waste management plans and plan revisions. 
2. Review the addition of implementation schedules to county plans 

and report to the Legislature by January 1, 1989. 
3. Determine whether proposed sites for solid waste facilities are in 

conformance with the county solid waste management plans. 
4. Provide written concurrence with, or objections to, local decisions to 

issue, modify, or revise solid waste facility permits. 
5. Complete, by January 1, 1984, a study of methane gas migration from 

landfills. 
6. Act as the local enforcement agency if none is designated by a local 

area. (The board is, by request, the local enforcement agency in San 
Diego.) 

7. Periodically review the activities of local enforcement agencies. 
8. Maintain a file of all permitted facilities and an inventory of facilities 

which violate state minimum standards. 
9. Inspect a specified number of solid waste facilities each year. 
Based on the board's 1982-83 work plan, we estimate that approximately 

$1,300,000 of the $1,489,000 budgeted for monitoring and enforcement in 
1983-84 will be used to respond to workload associated with these statu
tory responsibilities. The remaining $189,000 will be used to provide tech
nical assistance to local enforcement agencies,. respond to public 
complaints, and conduct some special studies on waste-to-energy conver-
sion systems. . 

Resource Conversion and Recovery. The budget proposes the expend
iture of $1,713,000 for Resource Conservation and Recovery activity ih 
1983-84. This is 74 percent less than expenditures for this purpose in 
1980--81. 

The primary objective of this program is to encourage the recovery of 
resources and energy from waste materials. This program provided fund
ing for most of the projects undertaken pursuant to SB 650. 

The decrease in expenditures under this program element results from 
(1) legislative reductions to the authorized program level in 1981-82 and 
1982-83 and (2) the budget's proposed elimination of $2,548,000 in con
tracts and grants in 1983-84. 

Existing law calls for the board to provide financial and technical assist-
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ance to encourage resource recovery and recycling. In contrast to the 
Monitoring and Enforcement element, however, there are no specific 
ongoing functions which the board is required by law to perform in this 
program area. Consequently, the level of effort and funding for resource 
recovery is discretionary. 

Budgeted activities for 1983-84 in this program include: 
1. Monitoring grants and contracts awarded in previous years. 
2. Providing technical assistance to local waste management officials on 

a case-by-case basis and through seminars and publications. 
3. Undertaking research and analysis regarding the implementation of 

waste-to-energy projects in California. 
4. Attempting to increase the demand for recycled materials. 
Litter Control. The 1980-81 expenditures in this program area consist-. 

ed primarily of litter cleanup grants to cities and counties pursuant to SB 
650. In 1981-82, the Legislature eliminated from the budget all funding for 
litter control grants. The board's current activities in the area of litter 
control are now carried out as part of its public awareness and resource 
conservation programs. 

Public A wareness. The budget proposes the expenditure of $940,000 
for Public Awareness in 1983-84. This is 24 percent less than expenditures 
for this purpose in 1980--81. 

This program is designed to educate the public about a variety of solid 
waste management issues. Activities budgeted for 1983-84 include: 

1. Responding to public inquiries. 
2. Conducting press conferences and media events related to waste 

issues. . 
3. Conducting a "war on waste" campaign focused on organizing and 

assisting local groups. 
As in the Resource Recovery and Recycling program element, existing 

law calls for the board to conduct a public education and awareness cam
paign, but does not specify any particular level of effort. The future of the 
public awareness work will likely be influenced significantly by the find
in ~s and conclusions contained in the report on this work that the board 
will be submitting in February. 

Future Status of Board 
In past Analyses, we have recommended that the board be converted 

to a department. Given the significant reductions in the size and content 
of the board's programs, departmental status for the board is no longer 
justified. In fact, the remaining responsibilities and activities of the state's 
solid waste management program do not, in our view, justify the expense 
of maintaining a separate, independent board. Further savings to the state 
beyond those recommended in this analysis could be realized if the 
board's remaining activities were transferred to another state agency. 

There are at least three options available to the Legislature for achiev
ing these savings. First, the state's solid waste management functions 
could be assigned to the Department of Health Services (DHS), which has 
responsibility for hazardous waste management. Second, the hazardous 
waste control activities within DHS could be combined with solid waste 
management to form a new entity responsible for both hazardous and 
nonhazardous waste management. Third, the board's solid waste functions 
could be consolidated with the Air Resources Board and the Water Re
sources Control Board to form a new state waste management agency 
(with or without the DHS hazardous waste activities). All of these alterna-
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tives warrant considerable study before the Legislature can be given an 
adequate basis for determining the most appropriate alternative. 

Resources Agency 

AIR RESOURCES BOARD 

Item 3400 from the General 
Fund and special funds Budget p. R 38 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$51,607,000 
56,640,000 
51,229,000 

Requested decrease (excluding amount for salary 
increases) $5,033,000 (-8.9 percent) 

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

None 
$19,180,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
3400-001-001-Support 
3400-001-044--Support 

3400-001-115--Support 
3400-001-128-Regulation of Licensed Smog Sta

tions by Bureau of Automotive Repair 
3400-001-140--Air Pollution Research 

3400-001-420--0peration and Supervision of Man
datory Vehicle Inspection Program in South 
Coast Air Basin 

3400-001-465-Cogeneration 

3400-001-890-Miscellaneous Support 
3400-101-044-Subventions to Local Air Pollution 

Control Districts 
Total 

Fund 
General 
Motor Vehicle Account, 
State Transportation 
Air Pollution Control 
Automotive Repair 

California Environmental Li
cense Plate 
Vehicle Inspection 

Energy Resources Programs 
Account 
Federal Trust 
Motor Vehicle Account, 
State Transportation 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Stationary Source Control Work. Withhold recommenda

tion on $12,295,000 requested for the Regional Programs, 
Enforcement, and Stationary Source Control Divisions, and 
for executive and general support, pending review of the 
board's allocation of proposed reductions. . 

2. Research. Withhold recommendation on $2,000,000 re
quested for acid deposition research and monitoring, pend
ing review of a detailed breakdown of proposed 
expenditures. Further, withhold recommendation on 
$4,885,000 requested for other research activities, pending 
review of the board's allocation of proposed reductions. 

Amount 
$3,576,000 
23,651,000 

1,896,000 
1,601,000 

243,000 

13,879,000 

152,000 

(2,373,000) 
6,609,000 

$51,607,000 

Analysis 
page 

522 

524 
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3. In-Use Vehicle Testing. Recommend that the Legislature 524 
direct the board to report on the status of the In-Use Vehicle 
Testing program and its relationship to the new biennial 
vehicle emission inspection program. 

4. Discontinue Mandated Report. Recommend that a report 525 
on certification of certain emission control devices be dis
continued. 

GENERAL PROGRAM STATEMENT 
The Air Resources Board (ARB) is responsible for achieving and main

taining satisfactory air quality in California. The board consists of a full
time chairperson and six part-time members, all of whom are appointed 
by the Governor and serve at his pleasure. 

Most of the board's staff are located in Sacramento. Vehicle emission 
testing, vehicle certification, and air pollution laboratory work are con
ducted in EI Monte. 

The board has 555.6 authorized personnel-years in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes total appropriations of $51,607,000 from the Gen

eral Fund and various special funds for support of Air Resources Board 
activities in 1983-84. This is a decrease of $5,033,000, or 9 percent, from 
estimated current-year expenditures. Total expenditures by the board will 
increase, however, by the amount of any salary or staff benefit increases 
approved for the budget year .. 

In addition to $51,607,000 of state funds, the board proposes to spend 
$2,373,000 from federal funds and $620,000 from reimbursements, bringing 
total budget-year expenditures from all sources to $54,600,000. This is a 
decrease of $4,938,000, or 8 percent, from estimated total expenditures in 
the current year. 

Significant Budget Changes 
Table 1 summarizes the ARB's proposed budget changes for 1983-84. 

The significant changes are: . 
1. Reduction in Stationary Source Control Work. A reduction of $1,-

644,000 to eliminate 39 positions involved in the control of pollution from 
stationary sources. 

2. Acid Deposition Program. An increase of $2,000,000 and 1l.5 posi
tions to design and implement an acid deposition research and monitoring 
program pursuant to Ch 1473/82 (AB 2752). 

3. Research Reduction. An overall reduction of $3,460,000 in the 
board's research program, obtained by eliminating $2,995,000 for research 
contracts and 10 research positions costing $465,000. 

4. Particulate Monitoring. An increase of $242,000 and one position to 
retrofit ambient air monitoring stations to monitor small particles, pursu
ant to revised state and federal ambient air quality standards. 

5. Legal Services. A reduction of three positions and $145,000 consist
ent with the administration's statewide reduction in department-based 
legal staff. 

6. Vehicle Inspection. A reduction of $3,225,000 in expenditures for 
the change-of-ownership inspection program in the South Coast Air Basin. 
The current contract expires in March 1984 and will be phased out as the 
annualinspection programauthorized by Ch 892/82 (SB 33) is implement, 
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ed. The positions and funding requested for the implementation of SB 33 
are budgeted in the Bureau of Automotive Repair, an(l are discussed as 
part of our analysis of Item 1150-008-420. 

Table 1 

Air Resources Board Proposed Budget Changes 
(dollars in thousands) 

1982-8.'3 Base Budget (Revised) ......... . 
1. Reduction. in Stationary Source 

Control Work .; .................................. .. 
2. Acid Deposition Program .............. .. 
3. Research Reduction 

a. Staff ................................................ .. 
b. Contracts ...................................... .. 

4. Particulate Monitoring ..................... . 
5. Legal Services ......... , .......................... .. 
6. Vehicle Inspection ............................ .. 
7. Baseline Adjustments 

a. Fund Transfer ..... ; ......................... . 
b. Pro Rata Increase ........................ .. 
c. Salary and Price Increases ........ .. 
d. Other ................................................ . 

Totals, 1983-84 Budget Changes .. .. 
Totals, 1983-84 Proposed Budget.. .. 

General 
Fund 
$3,804 

-326 

-98 

-15 

211 

-$228 
$3,576 

Motor 
Vehicle 

Account 
$32,428 

-1,318 
1,000 

-367 
-2,995 

194 
-130 

446 
136 
993 

-127 

-$2,168 
$30,260 

Air 
Pollution 
Control 
Fund Other 
$1,441 $21,865 

1,000 

48 

-3,225b 

-446 
48 55 
33 191 

-228 -18 ---
$455 -$2,997 

$1,896 $18,868 

Total 
$59,5388 

-1,644 
2,000 

-465 
-2,995 

242 
-145 

-3,225 

239 
1,728 
-673 

-$4,938 
$54,600 

8 Estimated expenditures for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order 0-1-83. . 

b Vehicle Inspection Fund. 

Reductions in Stationary Source Control Work 
We withhold recommendation on $12,29~OOOrequested for (l) the Re

gional Programs, Stationary Source Control, and Enforcement Divisions 
. and (2) boardwide executive and administrative support, pending review 
of the boards allocation of proposed reductions in these program areas. 

The budget requests $12,295,000 for the Regional Programs, Stationary 
SOllrce Control, and Enforcement Divisions and boardwide executive and 
administrative support. This request reflects a reduction of $1,644,000 and 
39 positions from baseline resources devoted to the regulation of station
ary source pollution. Table 2 shows the proposed reductions, by division. 

Table 2 

Proposed Reductions .in Stationary Source Control Work 
(dollars in thousands) 

1982-83 
Authorized 

DiV1:vion Positions Positions 

Regional Programs........................ 52.8 -5 
Stationary Source Control.......... 79.5 -24 
Enforcement .................................. 34.5 -10 

Totals........................................ 166.8 -39 

Proposed Reduction 

General 
Fund· 

-$31 
-215 
-80 

-$326 

Motor 
Vehicle 

AccoUnt 

-$186 
-825 
-307 

-$1,318 

Total 

-$217 
':"'1,040 

-387 
-$1,644 
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At the time this Analysis was prepared, the board had not allocated 
these reductions to specific positions and activities within each division. 
Weare therefore unable to comment in detail on the probable impact of 
the proposed reductions, or the adequacy of the remaining amount includ
ed in the budget for these activities in 1983-S4. As a consequence we 
withhold recommendation, pending receipt and review of the board's 
detailed allocation of the proposed reductions. 

Even without knowing the specific details. of how the proposed reduc
tion would be implemented, we can offer four general observations re
garding the approach. taken· in the budget toward the regulation· of 
stationary source pollution. 

1. The Proposed Reductions Represent a Policy Change in the Board's 
Role with Respect to the Regulation of Stationary Source Pollution. 
Local air pollution control districts have primary authority for the control 
of pollution from stationary sources. The state board has general authority 
to assist the districts, coordinate air pollution activities throughout the 
state, and review the plans, rules, regulations and enforcement practices 
of local districts, to insure the attainment of ambient air quality standards. 

In practice, there is no clear-cut distinction between "coordination, 
review, and assistance" and "involvement in district activities". For exam
ple, state development of "suggested control measures" which describe 
technologies available to reduce emissions may be viewed as assistance to 
the districts. From the local point of view, however, the determination of 
control measures for specific sources is a district responsibility. If a district 
is not receptive to the board's "suggestions", the board's activities can be 
viewed as "interference" with "local· activities. 

In the past, disagreement over the appropriateness of requests by the 
board for additional resources devoted to stationary source control activi
ties has led to much debate during budget hearings. We have noted in past 
Analyses a trend towards increased board involvement in stationary 
source control work, and at times have recommended deletion of 
proposed augmentations in the board's budget on the grounds that the 
proposed work was a local, rather than state, responsibility. 

In many instances the Legislature has supported the board's requests, 
with the result that the board's involvement in stationary source control 
work has been increasing. The budget proposes to reverse this trend, and 
return to a more restricted state role. 

2. The Proposed Reductions Generally Would Achieve the Administra
tion's Intent of Limiting Board Involvement in Stationary Source Pollu
tion Control. The intent of the proposed reductions, as stated in the 
budget document, is to reduce state activities directed at the control and 
regulation of stationary source pollution. We conclude that the reductions, 
in general, appear to be targeted properly to achieve this intent. Overall, 
the major areas of board involvement in stationary source control are 
reduced, While the board's mobile source control efforts are not affected. 

We note that the budget,· as submitted, contains no corresponding re
ductions in the board's administrative services. If necessary, we will ad
dress this point in more detail after we have reviewed the board's detailed 
allocation of the proposed reductions. " . 

3. The Salary Savings Target for the Board Will Result In Additional 
Program Reductions. The budget reflects salary savings (savings result-
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ing from vacant positions, etc.) in 1983-84 amounting to the equivalent of 
28 personnel-years. This is 5 percent of the authorized staffing level. Given 
the reduction in staffing proposed in the budget, it is unlikely that the 
targeted salary savings level will be achieved unless some positions are 
deliberately held vacant. Therefore, we believe that additional program 
reductions above the level identified in the budget will be necessary if the 
board is to achieve the salary savings target. 

4. The Proposed Reductions WillResult in Relatively Modest General 
Fund Savings. As Table 2 indicates, only $326,000 (20 percent) of the 
$1,644,000 in savings anticipated from the proposed stationary source re
duction would accrue to the General Fund. In part, this is because the 
General Fund is a relatively minor source of funding for the board's activi-
ties. . 

Acid Deposition and Other Research Activities 
We withhold recommendation on $2,~OOO requested for acid deposi

tion research and monitorin~ pending review of a detailed breakdown of 
proposed expenditures. We also withhold recommendation on $4,~OOO 
requested for other research activities~ pending review of the board's allo
cation of proposed reductions. 

Acid Deposition . . "Acid deposition" is the process whereby acidic air 
pollutants are deposited on the ground, in lakes or on vegetation via gases, 
particles, or rainfall. Chapter 1473, Statutes of 1982 (AB 2752), directed the 
ARB to design and implement a comprehensive acid deposition research 
and monitoring program. The board requests $2,000,000 and 11.5 positions 
to implement this program in 1983-84. 

Chapter 1473 created a State Agency Working Group, and a Scientific 
Advisory Committee, to advise and assist the ARB in the design and 
implementation of the research and monitoring program. The board has 
prepared a preliminary outline of proposed 1983-84 activities for review 

. by these groups. The comments and suggestions from these groups will be 
incorporated into a final detailed 1983-84 work plan, which will not be 
available until after the publication of this Analysis. We, therefore, with
hold recommendation on the $2,000,000 and 11.5 positions requested, 
pending receipt and review of a detailed br.eakdown of proposed expendi
tures. 

Other Research. The budget also requests $4,885,000 and 45.9 positions 
for. other research activities. This is a reduction of $3,460,000 from the 
current-year level, obtained by eliminating $2,995,000 in funding for re
search contracts and $465,000 for 10 staff po.sitions. As is the case with the 
stationary source control reductions discussed above, at the time this anal
ysis was prepared, the board had not determined the specific positions or 
research contracts to be deleted. We, therefore, withhold recommenda
tion on the board's remaining request, pending receipt and review of the 
board's allocation of the proposed reductions. 

In-Use Vehicle Testing 
We recommend that the Legislature direct the Air Resources Board to 

report on the status of the In- Use Vehicle Emission Testing program~ and 
its relationship to the new biennial vehicle inspection program. 

The budget requests approximately $600,000 for "in-use" vep-icle emis
sion testing. This testing, performed at the board's laboratory in EI Monte, 
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measures the emissions from selected used motor vehicles. The test results 
are used to estimate the emissions produced by typical vehicles over the 
course of their useful lives, and to identify durability problems in emissioJ,l
control systems. 

Chapter 892, Statutes of 1982 (SB 33), authorized the implementation 
of a biennial motor vehicle inspection program. Beginning late in ·1983-84 
the biennial program will provide for the periodic emission testing of 
virtually all nondiesel passenger vehicles in the state. We recognize that 
the in-use tests conducted at the board's laboratory include testing of more 
pollutants and are more accurate than will be possible under the biennial 
program. We believe, however, that the biennial program has the poten
tial to supply at least some of the information currently provided by the 
in-use testing program. 

Because the biennial program will be administered by the Bureau of 
Automotive Repair and the in-use testing program is administered by the 
Air Resources Board, it is important that the two testing progr~s be 
carefully integrated in order to avoid duplication. To provide for legisla
tive review of these programs, we recommend the adoption of the follow
ing supplemental report language: 

"The Air Resources Board shall report to the Legislature by Novem
ber 1, 1983 on the future status of the in-use testing program and its 
relationship to the new biennial inspection program. The report shall 
(1) describe the information to be collected by the biennial inspection 
program, (2) identify those specific information needs that cannot be 
met using information from the biennial program, and (3) indicate the 
number and type of in-use laboratory tests needed to satisfy the identi
fied needs." 

Discontinue Mandated Report 
We recommend that a report on certification of retrofit emission control 

devices be discontinued, because the report is no longer useful. 
Chapter 1632, Statutes of 1982 (AB 2960), required each state agency to 

(1) identify publications which are legislatively mandated and require 
more than 100 employee hours to produce and (2) recommend whether 
any of these reports should be discontinued. Our office was directed to 
review the information supplied by each agency and recommend discon
tinuation, if appropriate. 

The Air Resource Board submitted a list of six reports meeting the 
criteria of Ch 1632/82, of which three were recommended for discontinua
tion. Two of the three provide information that is, in our judgment, useful 
to the. Legislature in reviewing the activities of the board. 

We agree, however, that a report on the certification of retrofit fuel 
system evaporation loss control devices should be discontinued. This re~ 
porting requirement was established in 1968 so that the Legislature w()uld 
be able to monitor the implementation of the newly authorized emission 
control retrofit requirements. Few such retrofit systems are being certi
fied now, and the information contained in this report is availl'1ble directly 
from the ARB for those with a specialized interest. We, therefore, recom
mend that· the report be discontinued. 
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Technical Support Capability 
The budget proposes significant program reductions to implement a 

policy change in the control and regulation of pollution from stationary 
sources. If that policy change is approved by the Legislature, reductions 
in some of the board's technical support areas may also be warranted. For 
example, the board currently has sophisticated data processing, emission 
inventory, source testing, and laboratory analysis capabilities that may not 
be fully employed if regulatory activities in stationary source control are 
significantly reduced. 

After the Legislature has dealt with the underlying policy issue regard
ing the relative responsibility and funding for stationary source control, 
we will advise the fiscal committees if any changes in budgeted technical 
support services are warranted to fully implement the Legislature's deci
sion. 

Resources Agency 

COLORADO RIVER BOARD 

Item 3460 from the General 
Fund Budget p. R 48 

Requested 1983~4 ......................................................................... . 
Estimated 1982-S3 ........................................................................... . 
Actua11981~2 ................................................................................. . 

Requested increase (excluding amount for salary 
increases) $25,000 (+15.6 percent) 

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

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
3460-001-001-Support 
3460-001-140--Salinity Control 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Environmental License 
Plate 

$185,000 
160,000 
167,000 

None 

Amount 
$177,000 

8,000 

$185,000 

The Colorado River Board is responsible for protecting the state's inter
est in the water and power resources of the Colorado River.. This is accom
plished through the analysis of engineering, legal, and economic matters 
concerning Colorado River resources, through negotiatiom and adminis
trative action, and sometimes through litigation. The board develops a 
unified position reflecting the views of those California agencies having 
established water rights on the Colorado River. 

The board consists of 11 members appointed by the Governor. Six mem~ 
bers are appointed from the following agencies with entitlements to Colo
rado River water: The Palo Verde Irrigation District, Imperial Irrigation 
District, Coachella Valley County Water District, Metropolitan Water Dis
trict of Southern California, San Diego County Water Authority, and the 
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Los Angeles Department of Water and Power. The other board members 
are the directors of the Departments of Water Resources and Fish and 
Game, and three public representatives. 

The board is located in Los Angeles ~d has a staff of 10.7 positions. It 
is supported approximately two-thirds by the six water agencies listed 
above and one-third by the state. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The Governor's Budget proposes two state appropriations totaling $185,-

000 for support of the Colorado River Board in 1983-84, consisting of 
$177,000 from the General Fund and $8,000 from the Environmental Li
cense Plate Fund (ELPF). This is an increase of $25,000, or 16 percent, 
above the estimated current-year expenditure level. The primary compo
nents of this increase are: (1) an increase of $8,000 from the ELPF to cover 
the state's share of the Colorado River Basin Salinity Control Forum 
(matched by $16,000 from the six local water agencies), (2) an increase 
of $10,000 to restore a one-time reduction in operating expenses made by 
the Legislature in the 1982 Budget Act, and (3) an increase of $5,000 to 
restore a one-time 1982-83 General Fund reduction in employee retire
ment contributions. The remaining $2,000 is for price increases and merit 
salary adjustments. 

The total 1983-84 budget for the board (all funds) is $571,000, consisting 
of the state's two appropriations totaling $185,000 (32 percent) and $386,-
000 in reimbursements from the. six water agencies (68 percent). Our 
analysis indicates that the budget request is reasonable, and we recom
mend approval. 

Resources Agency 

DEPARTMENT OF CONSERVATION 

Item 3480 from the General 
Fund and various other funds Budget p. R 50 

Requested 1983-84 ......................................................................... . 
Estimated 1982--83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

Requested decrease (excluding amount for salary 
increases) $7,000 (-0.1 percent) 

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

1983-84 fUNDING BY ITEM AND SOURCE 
Item DeSCription 
3480.(J()1.(J()1-Department of Conservation, Pri· 

mary Funding Source 
3480.(J()l·035--Surface Mining and Reclamation 

Program 

3480·001-042-State Share, California Institute of 
Technology Seismograph Network 

3480.(J()1-140-Division of Mines and Geology, Geo
thermal Resource Assessments 

Fund 
General 

Surface Mining and 
Reclamation Account, 
General 
State Highway Account, 
State Transportation 
California Environmental li
cense· Plate 

$13,708,000 
13,715,000 
12,336,000 

$156,000 

Amount 
$10,062,000 

1,177,000 

12,000 

124,000 
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348O-OO1-144--State Share, California Institute of 

Technology Seismograph Network 
3480-001-19O,--Special Services, Important Farm

larids Mapping 
348Q-OOl-398--:-Division of Mines and Geology, 

Strong-Motion Instrumentation 
3480-OO1-800--Various Programs 

Total 

California Water 

Resources Account, Energy 
and Resources 
Strong-Motion Instrumenta
tion Program 
Federal Trust 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Mammoth Lakes Volcanic Hazard Monitoring. Recom

mend that the State Geologist report, at the time of budget 
hearings, on (a) the Division of Mines and Geology's capa-
bility for sustaining the ongoing cost of monitoring the cur-
rent volcanic hazard present in the Mammoth Lakes area 
and (b) the adequacy of the division's existing budgetary 

12,000 

720,000 

1,601,000 

(195,000) 

$13,708,000 

Analysis 
page 

532 

resources allocated to this activity. 
2. Williamson Act Cancellation Fees. Recommend (a) enact

ment of legislation requiring cities and counties to expedite 
transfer to the state of all fees collected from cancellation of 
open-space contracts, and (b) the department report on the 
number of cancellation requests pending and the amount of 
revenue due from this activity (potential cash flow increase 

533 

to the General Fund: $24.4 million). 
3. California Resource Information System. Reimbursement 

Not Identified. Recommend department identify source 
of $454,000 in reimbursements budgeted for support of Cali-
fornia Resource Information System and that the program 
be terminated if the availability of these reimbursements 
carindt be established. 

4 .. Faimland Mapping Overbudgeted. Reduce Item 3480-001-
140 by $15~OOO. Recommend reduction of one-time funds 
provided for prior and current year start-up costs which 
have been included improperly in 198~4 baseline budget. 

GENERAL PROGRAM STATEMENT 

535 

535 

The Department of Conservation consists of two divisions and a special 
program unit within the Director's office. 

The Division of Mines and Geology functions as the state's geologic 
agent. Under the direction of the State Geologist, the division conducts a 
strong-motion instrumentation program to measure the large-scale de
structive motion of earthquakes~ It also is responsible for classifying desig
nated urban and other lands according to their mineral content. Policy 
direction is given to this division by the state Mining and Geology Board, 
whose members are appointed by the Governor. 

The Division of Oil and Gas regulates the development, operation, 
maintenance, and abandonment of oil, gas, and geothermal wells. 

The Special Services for Resource Protection Unit administers (1) the 
open-space subvention program (Williamson Act) on behalf of the Secre
tary of Resources, (2) a farmland mapping and monitoring program, (3) 
soil resource information activities, and (4) the California Resource Infor-
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mation System (CRIS). The department has 340 personnel-years author
ized in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes appropriations of $13,708,000 from various state 

funds for support of the Department of Conservation in 1983-84. This is 
essentially a level budget request, reflecting an increase of less than 1 
percent (0.05 percent) over estimated current-year expenditures. (The 
total for 1982-83 does not reflect the 2 percent unallotment directed by 
Executive Order D-1-83.) However, the department's expenditures will 
increase further by the amount of any salary or staff benefits increase 
approved for 1983-84. The budget proposes a total of 330 personnel-years 
in 1983-84-10 less than the number authorized for the current year. 

The department estimates that it will spend $15,622,000 from all sources 
in 1983-84, which is $194,000, or 4.6 percent, more than total expenditures 
in 1982-83. This amount will be financed from the following sources: 

1. General Fund (Item 3480-001-001) ...................................... $10,062,000 
2. Surface Mining and Reclamation Account, General Fund 

(Item 3480-001-035) .................................................................. 1,177,000 
3. Special Funds (Items 3480-001-140 through 3480-001-398) 2,469,000 
4. Reimbursements ...................................................................... 1,719,000 
5. Federal Trust Funds .............................................. ;................. 195,000 

Total ...................................................................................... $15,622,000 
The Surface Mining and Reclamation Account was created pursuant to 

Ch 800 /80. It finances the Division of Mines and Geology activities that (1) 
designate significant mineral-bearing lands and (2) monitor reclamation 
of mined lands which local governments regulate. The special account 
receives the first $1.1 million of federal mining revenues provided to the 
state each year. 

Reimbursements of $1,719,000 come primarily from state and public 
agencies receiving geologic and natural resource information contract 
services from the department, from fees paid for preparation of environ
mental impact reports on proposed geothermal power projects, and from 
sales of publications (primarily geologic maps and reports) . 

The department expects to receive $195,000 during 1983-84 from the 
U.S. Geological Survey for support of various cooperative research 
projects carried out by the Division of Mines and Geology. 

The 1982 Budget Act provided for baseline reductions in the depart
ment's General Fund budget totaling $286,000, including a $60,000 reduc
tionin travel expenses. The Derartment of Finance, as authorized by the 
Legislature, permitted. much 0 the travel reduction to be taken in other 
operating expenses. These reductions are continued in the department's 
baseline budget for 1983-84. . 

Significant Budget Changes 
Table 1 summarizes significant changes in programs, by funding source, 

proposed for 1983-84. These changes are discussed in more detail below. 

Workload and Administrative Adjustments. As indicated in Table 1, 
the budget includes a General Fund increase of $275,000 to pay for reloca
tion costs and higher rental expenses to be incurred by the Division of 
Mines and Geology (CDMG). These costs will result from termination of 
the lease covering the division's San Francisco offices. The CDMG will 
utilize the augmentation to move from the Ferry Building into other office 



530 / RESOURCES Item 3480 

DEPARTMENT OF CONSERVATION-Continued 
Table 1 

Department of Conservation 
Proposed Program Changes by Funding Source 

(in thousands) 

Energy and Reim-
General Resources OtiJer Federal hurse-
Fund Fund Fund' Funds ments Totals 

1983-84 Base Budget (Revised) _ ......... $9,301b $1,711 $2,703 $201 $1,012 $14,928 
1. Workload and Admiilistrative Ad-

justments 
a. San Francisco CDMG office relo-

cation ................................................ 275 275 
b. Windbreak demonstration 

project .............................................. -155 -155 
c. CALSTARS implementation ...... 43 43 
d. OAL reView of regulations ........ -8 -8 
e. Price increase for operating ex-

penses .............................................. 85 85 
2. Significant Program Changes 

a. Geothermal well inspections ...... 61 61 
b. Sonoma geothermal resource as-

sessment .......................................... -314 112" -202 
c. Califorilia-Mexico seismic studies -112 -112 
d. Injection well inspections ............ 114 114 
e. Soils data base compilation ........ -150 -150 
f. Importarit farmlands mapping .... 200 200 
. g. Califorilia Resource Information 

System (CRIS) .............................. -328 454 126 
3. Merit Salary Adjustments, Miscella-

neous Minor Changes ........................ 348 25 III -6 -61 417 -- -- -- --
Total Changes 1983-84 ................ 761 -991 223 -6 707 694 -- -- --
Total Proposed 1983-84 Budget $10,062 $720 $2,926 $195 $1,719 $15,622 

'Includes expenditures from the Surface Mining Reclamation Account in the General Fund, Strong
Motion Instrumentation Program Fund, California Environmental License Plate Fund, and small 
accounts from State Tl:ansportation Fund (State Highway Account) and California Water Fund. 

b The total General Fund expenditures for 1982-83 do not reflect the 2 percent unallotrnent directed by 
Executive Order D-l-83. 

C Reflects increase of $112,000 from Environmental License Plate Fund. 

space located in the Bay Area_ No funding has been requested to provide 
space for the division's mineral museum collection which is also housed in 
the Ferry Building. This museum is scheduled to be closed during the 
current year, because of the reduction made in the department's 1982-83 
budget. 

Other adjustments reflect (1) the completion of the two-year wind
break demonstration project ($155,000), (2) additional funding needed to 
implement the CALSTARS accounting system ($43,000), and (3) elimina
tion of the review of department regulations by the Office of Administra
tive Law ($8,000)_ 

Significant Program Cilanges. The budgets for the last two fiscal years 
(1981-82 and 1982-83) have provided major increases to finance new 
initiatives by the department in soils data collection, farmland monitoring, 
geothermal resource development, seismic investigations, and establish
ment of a computer-based resource information and mapping unit. Most 
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of these initiatives were supported Jrom the Energy and Resources Fund. 
The .198~ budget contains few increases for new projects and, instead, 
reflects reductions to phase-out some of the projects begun in recent years 
or shift support for them to reimbursements. Specifically, the budget 
proposes: . 

L Elimination of all Energy and Resources Fund support Jor the Cali
fornia ~eso.urce Information System (CRIS) ,fo~ a savin.gs of $328~000. The 
budget IlldI?ates that suppor~ for the program wIll be s~fted to reImburse
ments, but I,t does not Identify the source of these relmbursements. 

2. Termination of soil data-gathering activities, for a savings of $150,000 
to the Energy 'and Resources Fund. . 

3. Reducing support' for the cooperative seismic hazard research 
project i~ the California-Mexico border region from $220,000 to $108,000, 
for a savIllgs of $112,000 to the Energy and Resources Fund. 

4. Shifting support for. geothermal !esource investigations in the So
noma Valley to the EnvIronmental LICense Plate Fund at the reduced 
level of $112,000, for a savings of $314,000 to the Energy and Resources 
Fund . 
. For several years, we have pointed out problems with most of the 

programs now proposed for reduction or funding shifts. Some of them 
appear to have a relatively low priority. Others are continuing programs 
that do not qualify for short-term financing from the Energy and Re
sources Fund, given the statutory limitations on the fund. Still others have 
no identifiable users for the product to be produced. On this basis, we 
believe that the proposed reductions and redirections are warranted. 

The budget also proposes a General Fund augmentation of $61,000 for 
the Division of Oil and Gas·to conduct additional field inspections in the 
Imperial'Valley that are. warranted by increased geothermal exploration 
activities and well drilling in that area. This amount is in addition to the 
$5.7 II?-illion currently bei~~ expe~ded for this program. This in.crea~e will 
be reimbursed from addItional 011 and gas assessments deposIted III the 
'General Fund. . 
. Another budget change provides for an increase of $114,000 in reim
bursements from the State Water Resources Control Board (SWRCB) , 
which will finance expanded field inspections of oil and gas injection wells. 
These funds are provided by the SWRCBfroma grantto the board made 
by the U.S. Environmental Protection Agency (EPA). The Oil and Gas 
Divisionwill use the money to monitor the impact of injection well opera
tions on underground drinking water sources. . 

The last significant program change reflected in Table 1 is an increase 
of $200,000 in reimbursements for the Important Farmland Mapping Pro
gram. Another $556,000 from the Energy and Resource Fund is proposed 
to continue this program, which received statutory authorization last year, 
pursuant to Ch 13/82. The $200,000 in reimbursements is to pay for publi
cation and distribution of additional copies of important farmland maps 
being prepared in the current year. Copies of the maps will be sold at a 
price that is sufficient to recover publication costs. 

These changes leave (1) the Farmlands Monitoring and Mapping Pro
gram ($556,000) and (2) the California-Mexico Seismic Studies ($108,000) 
as the only remaining activities financed from the Energy and Resource 
Fund. The other $56,000 to be derived from this funding source in 1983-84 
is intended to cover pro rata costs. As a consequence, total department 
Energy and Resources Fund expenditures in 1983-84 are $991,000 less than 
the $1.7 million anticipated to be expended in the current year. 
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Mammoth Lakes Volcanic Hazard Monitoring 
We recommend that the State Geologist repo~ at the time of budget 

hearings~ on: 
1. The Division of Mines and Geology's capability for (a) sustaining 

ongoing maintenance and repair costs for seismometer instruments de
ployed in the vicinity of Mammoth Lakes and (b) supporting additional 
data processing expenses associated with monitoring the current volcanic 
hazard present in this area; and 

2. The adequacy of the division's budgetary resources currently allocat
ed to this activit~ in light of recent seismic events. 

Hazard Watch in Effect. In May 1982, the U.S. Geological Survey 
(USGS) contacted the State Geologist and the Office of Emergency Serv
ices (OES) concerning the possibility of a volcanic eruption in the Mam
moth Lakes area. Based on its own independent investigation of 
earthguake activity in the region, the Division of Mines and Geology had 
already reached substantially the same conclusion-that a major eruption 
could occur in the near future. In both cases, the conclusions were based 
on information provided by seismic instruments deployed near Mammoth 
Lakes, Convict Lake, and Hot ,Creek on the east side of Sierra Nevada. This 
area is known as the Long Valley Caldera. Both state and federal officials 
also noted that similar earthquake activity had been observed prior to the 
1980 eruption of Mount St. Helens. . 

Because of the seismic activity, the USGS last summer issued a notice 
of volcanic hazard potential for the area-the lowest level of the federal 
government's three-tier scale of hazard alert. Both OES and the State 
Geologist have concurred with this action .. The OES, in consultation with 
affected local agencies, subsequently developed Plan Caldera, which as
signs emergency responsibilities to state and local agencies in the event 
that the potential for a volcanic eruption increases or that an eruption 
occurs. 

New Seismometer Network Deployed. The Division of Mines and Ge
ologyhas deployed seven seismometer instruments in the Mammoth 
Lakes area to monitor ongoing seismic events which may portend an 
impending volcanic eruption. These seismometers are part of a joint net
work established with USGS. They are portable, battery-operated instru
ments which operate continually and must be serviced periodically by 
~echnicians familiar with the equipment. Seismic records from thesta~e's 
mstruments are recovered by Caltrans crews pursuant to a cooperabve 
agreement with the CDMG, and are sent weekly by bus to Sacramento for 
processing and analysis.. . 

Impact of Travel and Other Re~trictions. The division indicates that its 
seismometers must be calibrated and repaired monthly by CDMG techni
cians. The estimated yearly cost for servicing the instruments, including 
travel costs and miscellaneous supplies, is about $5,000. The CDMG ad
vises,.however, that its entire seismology program has only $500 per year 
authorized for travel, due to the reductions imposed on travel expenses 
pursuant to Section 27.10 of the 1982 Budget Act. This restriction on state 
travel also impairs the ability of the division to deploy staff and additional 
equipment to the Mammoth Lakes area. 

The division estimates an electronic data processing (EDP) cost of 
about $102,000 for interpreting data generated from the seismometer n~t-
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work. The CDMG has an estimated $50,200 in EDP funds budgeted for the 
entire statewide seismology program next year. 

Ad Hoc Funding. To date, the division's expenses for monitoring and 
processing records of seismic events at the Mammoth lakes area has been 
financed within its existing budget. It is not known to what extent the 
division has redirected funding or staff from other legislatively established 
programs and activities to sustain this new monitoring effort. In light of 
the dozens of earthquakes that occurred at Mammoth Lakes early in 
January (including two recorded at 5.1 on the Richter scale), it is likely 
that the division will be maintaining this volcanic hazard watch for some 
time. 

Report Recommended. To ensure that (1) the division's high priority 
monitoring work in Mammoth Lakes continues and (2) analysis of the 
volcanic eruption potential is not impaired by the department's allocation 
of funds in response to the restrictions placed on in-state travel and other 
budgetary constraints, we recommend that the State Geologist report, 
during budget hearings, on (a) the division's capability for sustaining 
existing monitoring efforts in Mammoth Lakes and (b) the· adequacy of 
existing financial resources allocated to this activity, in light of the recent 
seismic events of January. The State Geologist should also advise the Legis
lature on (1) the source of the financial support which has been redirected 
to this effort during the current year and (2) the potential impact on other 
division programs and activities if it is necessary to continue this diversion 
of funding into 1983-84 and beyond. 

Collection of Williamson Act Contract Cancellation Fees Needs Improvement 
We recommend: 
1. Enactment of legislation requiring cities and counties to transfer im

mediately to the state all fees collected for cancellation of open-space 
contracts; and 

2. The department report7 at the time of budget hearings7 on (a) the 
number of cancellation requests approved or pending under provisions of 
Ch 1095181 and (b) the amount of cancellation fees collected or due the 
state from this activity. (Potential cash flow increase to the General Fund: 
at least $24.35 million). 

Administration of the Williamson Act The department's budget in
cludes $141,000 from the General Fund for support of 4.7 positions to 
administer the open-space subvention program on behalf of the Secretary 
of Resources. This program, which was established under the California 
Land Conservation Act of 1965 (Williamson Act), permits landowners to 
enter into contracts with local governments which restrict the use of 
property to open-space and agricultural purposes. To compensate the 
landowners for agreeing to this restriction, the property is assessed at less 
than market value for property tax purposes. 

Section 16144 of the Public Resources Code requires the Secretary of 
Resources to obtain specified information from each city and county with 
land covered by open-space contracts. This information is used to certify 
the level of subvention payments made by the state to local governments 
by the State Controller. These payments are intended to compensate the 
counties for the loss of revenue resulting from the lower property tax rate 
levied on the open-space and agricultural land. This compensation ranges 
from $8 per acre for urban prime land to $0.40 per acre for nonprime land. 
Open space payments to local governments are paid from the General 
Fund, and are budgeted under Item 9100-101-001 (f). 
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Currently, open-space contracts last for a period of 10 years, and are 
automatically renewed unless the landowner or local government files for 
nonrenewal. Landowners, however, may also petition to cancel contracts 
prior to the end of the lO-year period. If a petition to cancel is approved, 
the landowner must pay a substantial cancellation fee tothe state. This fee 
may be waived only with the concurrence of the Secretary of Resources 
and the local agency. The cancellation fees are assessed and initially col
lected by local government for transfer to the state. 

The One-Time Cancellation "Window': Procedures governing regu
lar cancellation petitions were modified substantially by Ch 1095/81. This 
legislation provided a one-time "window" between January 1 to May 30, 
1982, when landowners could petition local government for cancellation 
o.f an ope~-space c.ontract un~,el· .less rE;~trictive proced~res. Cancellations 
filed dunng the fIVe-month wmdow were also subject to the regular 
cancellation fee, but this fee could not be waived by the Resources Secre-
tary. . 

At the close ofthe one-time "window" last June 1, a total of 311 cancella
tion requests for 98,526 acres had been filed with local governments. The 
department advises that, as of November 1982, 70 of these petitions (7,815 
acres) had been at least tentatively approved, with action by local govern
ment pending on 218 requests for 89,560 acres. A total of 23 other petitions 
covering 1,151 acres have either been disapproved or withdrawn. 

Because a significant number of these cancellation petitions are likely 
to be approved by local government, the state's General Fund eventually 
will receive a substantial amount of revenue from the cancellation fees. 
Assuming a fee of $250 to $700 per acre, the department estimates that the 
state should receive between $1.95 and $5.47 million in revenue from the 
70 petitions already approved. This amount could increase by another 
$22.4 million-to~$62.7 million, depending on how many of the remaining 
cancellation petitions are approved. 

Fees Improperly Held by Local Government. Because existing law 
does not specify when cancellation fees assessed by local governments 
must be transferred to the state's General Fund, deposit of the cancella
tion fees in the General Fund may be delayed indefinitely. Furthermore, 
the Department of Conservation reports that cities and counties frequent
ly have sought from the Secretary of Resources waivers of the cancellation 
fees due to the state, even though (1) waivers are not authorized by Ch 
1095/81, and (2) in most cases the money has already been collected from 
the landowner. If a request for a waiver is made, the local government can 
hold the cancellation fee and earn interest on it while the waiver request, 
and any of appeals of the department's initial decisions, are processed. 
According to the department, these delays can take up to two years. 

Because Ch 1095/81 does not allow waiver of the cancellation fees, there 
is no justification for local governments delaying the payment of cancella
tion fee revenue to the state once the cancellation petition has been 
approved. Consequently, the law should be amended to require the trans
fer to be made immediately. 

To expedite the transfer of cancellation fee revenues to the General 
Fund, we recommend that legislation be enacted to specifically require 
cities and counties to transfer all cancellation fees to the state without any 
delay. We further recommend that the department provide information 
during budget hearings on the amount of the additional revenue to the 
General Fund that could be anticipated from such legislation. 
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Source of Reimbursements f~r California Resource Information System Un-
known ' , 

We recommend that the department report~prior to budget hearings~ on 
the source of $454~OOO in reimbursements anticipated in support of the 
California Resource Information System. We further recommend that the 
program be terminated if the availabiJityof these reimbursements cannot 
be established. . 

For 1983-84, the budget deletes all state funding for the California 
Resource Information System (CRIS), and proposes to shift support for 
the program to reimbursements. The budget anticipates $454,000 in reim
bursements during the budget year. In the current year, this program is 
being financed with $328,000 from the Energy and Resource Fund (ERF) . 

When this program, which initially was referred to as the California 
Automated Resources Inventory (CARl) System, was established in 1980-
81, the department advised the Legislature that its primary purpose would 
be to develop a computer-based data storage and retrieval cap~bility for 
natural resource mapping that would be utilized by a variety of other state 
agencies and programs. This objective was to be accompli~hed through 
purchase of computer hardwareand development of an in-house digitized 
mapping capability. The department believed that once the system was 
fully operational, a portion of its ongoing costs would be financed from fees 
charged to user groups for services provided and maps produced. Last 
year, the project was renamed the California Resource Information Sys-
tem. . 

Other than a few demonstration efforts, such as a mapping project 
involving the City of Lafayette, CHIS has not been successful in develop
ing a clientele for its services. In fact the Lafayette mapping project was 
financed at no cost to the city. . 

The budget narrative indicates that state funding in 1983-84 will be 
replaced with reimbursements from fees charged for maps and CRIS 
information services. At the time this analysis was prepared, however, the 
department had not identified the source of these reimbursements. 

Given CHIS's inability to develop a clientele for its services during its 
first 30 months of operation, we believe the budget proposal to make the 
program fully self-supporting is unrealistic. In the event that the depart
ment, prior to budget hearings, cannot establish the availability of $454,000 
in outside funding, we recommend that the Legislature terminate the 
program by the end of the current fiscal year. Furthermore, we recom
mend that the Legislature adopt supplemental language prohibiting the 
department from redirecting funds from other departmental activities to 
continue CRIS in 1983-84. 

Farmland Mapping and Monitoring Program 
We recommend a reduction of$156,OOO from Item 3480-001-140 to delete 

funds provided in the current year to fund o:ne-time start-up costs of the 
Farmland Mapping and Monitoring program. 

Last year, the Legislature approved $540,000 from the Energy and Re
source Fund to finance the second-year costs for a new comprehensive 
program which (1) publishes and distributes maps ofimportant farmlands 
located within 41 counties, (2) prepares annual reports to the Legislature 
on the conversion of those lands to or from agricultural use, and (3) 
maintains a computerized map and data base system for purposes of re
cording changes in the use of such lands. This activity is known as the 

18-76610 
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Farmland Mapping and Monitoring program, and was authorized by Ch 
13/82. 

Two-Year Start-Up Costs. This program was established in 1981-:-82 
using $709,000 from the Agricultural Investment Fund that had been ap
propriated in the 1981 Budget Act. As part of the program, the department 
initiated a two-year project to develop a series of county maps identifying 
the location of important farmlands. These 41 maps are to be compiled 
using U.S. Soil Conservation Service (SCS) soil data, and will serve as the 
baseline for monitoring future changes in use of agricultural lands (for 
example, the conversion of such lands to residential or commercial use). 
An additional $540,000 from the Environmental License Plate Fund was 
provided in the 1982 Budget Act to contim~e this work in the current year. 

During hearings onCh 13/82, the Department of Conservation estimat
ed that the ongoing annual cost of this program would be $325,000 to 
$400,000. Costs were expected to decrease after 1982-:-83 because the staff 
work and consultant contracts involved in compiling the initial set of 41 
farmland maps would be completed. Part of this one-time cost was for 
digitizing the baseline map series, which will simplify the task of revising 
the maps in future years to reflect land-use changes. •. 

Baseline Not Adjusted to Delete Start-Up Costs. The budget does not 
indicate any decrease in program expenditures during 1983-:-84, as an
ticipated by the depart~ent during legislative hearings on Ch 13/82. In 
fact, the amount requested for support of the program is $16,000 higher 
than estimated current-year expenditures. Assuming that the initial series 
of maps is completed, during the current year, as planned, we believe 
funding for the program is overbudgeted. Accordingly, we recommend 
that funding for 1983-:-84 be limited to $400,00~the upper range of the 
estimate presented to the Legislature last year-arid that the balance of 
$156,000 be deleted. . 

Resources Agency 

DEPARTMENT OF FORESTRY 

Item 3540 from the General 
Fund and various funds Budget p. R 61 

Requested 1983-:-84 ............ ~............................................................. $135,953,000 
Estimated 1982-:-83............................................................................ 130,888,000 
Actual 1981-:-82 .................................................................................. 117,886,000 

Requested increase (exGluding amount for salary 
increases) $5,065,000 (+3.9 percent) 

Total recommended reduction .................................................... $3,643,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
3540-001-001-Primary Support 
3540-OO1-140--Forest l'ractices, Chaparral Manage-

ment 
3540-001-190--DutchEim Disease, Chaparral Man

agement 

Fund 
General 
Environmental License 
Plate 
Resources Account, Energy 
and Resources 

Amount 
$126,187,000 

2,745,000 

2,494,000 
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3540-OO1-300-Board of Forestry, Registration of 
Foresters 

3540-001-890-Various 
3540-001-928-California Forest Improvement Pro

gram 
3540-001-9~Watershed Mapping, Soil Erosion 

Studies, Forest Practices Deficiency 
3540-001-965-Administration of Timber Yield Tax 
3540-011-928-State Forest System, Support 

Professional Foresters Regis
tration Fund 
Federal Trust 
Forest Resources Improve
ment 
Renewable Resources 
Investment 
Timber Tax 
Forest Resources 

85,000 

(2,467,000) 
3,761,000 

662,000 

19,000 
( 1,248,000) 

Total $135,953,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Freeze Impact. Recommend Department of Forestry 

(CDF) report at the time of budget hearings on (a) the 
impact of Executive Order D-l-83 and (b) what provision 
has been made for CD F to hire seasonal fire suppression 
personnel and contract for air tanker operations prior to 
1983 fire season. 

2. Wildland Fire Protection Assessment Feasibility Study. 
Recommend that at least $50,000 of the amount budgeted 
for Forest Resources Assessment Program (FRAP) be redi
rected to support feasibility study on establishing a system 
of landowner assessments for financing wildland fire pro
tection similar to that used by other western states. 

3. Amador Plan Subsidy. Recommend enactment of legisla
tion repealing authority for department to provide state
subsidized structural fire protection during wintertime 
pursuant to the Amador Plan. (Potential General Fund 
savings: $1.3 million to $1.5 million annually.) 

4. Replace S-2 Airtankers. Recommend that $1,050,000 re
quested for equipment expenditures be used to convert 
three S-2 airtankers needed to (a) replace similar aircraft 
that are no longer usable and (b) eliminate the need to 
lease more costly substitute airtankers. 

5. Chaparral Management Program, Reduce Item 3540-001-
001 by $107,000 and Item 3540-001-190 by $153,()()(), Rec
ommend (1) reduction to delete one-time funding pro
vided for current-year costs associated with conversion of 
seventh UH1-F helicopter and purchase of special equip
ment, for combined savings of $260,000, and (2) that tlie 
savings resulting from reducing Item 3540-001-190-$153,-
000 be transferred from the Energy and Resources Fund to 
the General Fund. 

6. State Liability for Federal Fire Escapes. Recommend adop
tion of Budget Bill language prohibiting department from 
spending any funds to assist U.S. Forest Service (USFS) in 
prescribed burning projects on national forestlands, unless 
USFS agrees in advance to indemnify state for all suppres
sion costs in event of fire escape. 

7. Increase in BLM Presuppression Payments Not Identified. 
Recommend department report, prior to budget hearings, 
on the increase in presuppression payments it anticipates 
during 1983-84 for fire protection services.provided to Bu-

Analysis 
page 
543 

543 

546 

548 

550 

551 

553 
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reau of Land Management (BLM) lands pursuant to new 
contract with BLM. 

8. Emergency Fire Assistance Provided to Federal Lands. 554 
Reduce Item 3540-001~OOl by $~~OOO and In.crease Reim~ 
bursementsby $2l)00~OOO." Recomniend (a) reduction of 
$2,000,000 as a means to require department to finance all 
emergency fire suppression' assistance provided to USFS 
and BLM. on a reimbursable basis and (b) adoption of lan
guage specifying that the cost of such assistance shall be 
due 'and payable within 60 days following submittal oHn
voice, and any amount u~paid thereafter shall be convert-
ed to a loan which is subject to penalty interest charges. 

9. VnpaidForestService Debts. Reduce Item 3540-001-001 by 556 
$87~OOO. Recommend reduction in amount budgeted for 
cO,operative fire prot,ection provided ~ostate ~esp.oI]csibility 
lands by USFS to offset (a) ,$525,000 III '!lnprud billings for 
three 1980 fires within the Cleveland National Forest and 
(b) $35~,QOO in state emergency fire expenditures for cbn
trolling escape of prescribed burn on Shasta-Trinity Na
tional Forest in 1982. 

10. Forest Practices Corrective Work. Recommend (a) reap- 557 
propriatio~ of unexpellded balance from the Environmen-
tal License Pla~e Fundin 1982 Budget Act to correct Forest 
Practices Act violations in 198~. ' 

11. CalifQmia Forest Improvement ProgrlJm (CFIPI Expendi- 558 
turesExceed AntiCipatedRevenues.Reduceltem 3540-001-
928 by $.rO~OOO. 'Recommend (a) reduction to balance 
expenditures for CFIP with reduced estimates of available' 
revenue and (b) department absorb part of this reduction 
by decreasing grailtadministratibn expenditures by $339,-
000. " .' '. ,', " 

12. Executive AitcraftUse.Hecommend; adoption ofsupple'- 559 
mental report language (1) limiting use ofyxecutiveair~ 
craft ,and reqlliring thatdepattment bill for .cost for aircraft 
lise and pilot services provided to other state agencies, alld 
(2) directing the, Department of Finance torevise'provi;' 
sionsofthe State Administrative Manual (S.A.M:) for pur
poses ,of improving management, ofstate~owned ,aircraft 
used for transportation of state personnel. " ' .. ... , . 

GENERAL PROGRAM STATEMENT 
The California Department of Forestry (CDF) provid~sfire protection 

services ,for' approximately, 33 million acres of ,privately owned timber, 
range; and brUshland. It ,contracts with 31 cou,nties to provide fire protec
tion services using CDF fire fighters in 38 areas for which local govern
ments ha\[e the responsibility ,for, maintaining thesesez'vices. The 
department also ( 1) regulates timber harvestingori private forestland, (2) 
providesadvisoty and financial assistance to landowners on forest and 
range management, (3) regulates and conducts controlled. burning of 
brushlands, and ,(4) mariagesseven state' forests~ ".' .' 

The, njne"memker Board of Forestry provides policy guidance to the 
department. It establishes forest practice rules and classifies private wild
lands as'state responsibility lands for fire protectiori purposes. The mem-
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bers of the board are appointed by the Governor. The department has 
authorization for 3,845 personnel-years in 1982-83. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes eight appropriations from the General Fund and 

various funds totaling $135,953,000 for support of the California Depart
ment of Forestry (CDF) in 1983--84. When adjustments are made to elimi
nate estimated expenditures from the Emergency Fund during the 
current year ($10 million), the department's budget reflects a $5,065,000, 
or 3.9 percent, increase over 1982-83 expenditures for support activities. 
Expenditures will increase further by the amount of any salary or staff 
benefit increases approved for the budget year. (Estimated expenditures 
for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order D-1-83). 

Funding Source 
The department estimates that total expenditure from all source for 

support programs will be $176,367,000 in 1983-84, which is a $1,817,000, or 
1 percent, increase over the current year amount. These expenditures will 
be financed from the following sources:. 

l. Items 3540-001-001 through 3540-001-96s ........................................................................... .. 
2. Federai Trust Fund ................................................................................................................... . 
3. Reimbursements: 

(a) Local fire protection services provided to counties, cities, and special districts 
using CDF fire fighters ................................................................................................... . 

(b) Supervision and training of California Conservation Corpsmembers ................ .. 
(c) Conservation Center Instructors and camp support (funded by the Depart-

ments of Corrections and the Youth Authority) ....................................................... . 
(d) Subsistence, hOUsing, and other services provided to employees ...................... .. 
(e) Timber operator' license fees ......................................................................................... . 
(f) Miscellaneous ...... :, .............................................................................................................. .. 

Subtotal, Reimbursements .................................................................................................. .. 
Total. ......................................................................................................................................... .. 

Budget Changes 

$135,953,000 
2,467,000 

32,804,000 
2,705,000 

1,318,000 
705,000 
73,000 

342,000 
$37,947,000 

$176;367,000 

Table 1 summarizes the department's budget, by funding source, and 
identifies Significant program changes proposed for 1983--84. These 
changes are discussed in greater detall below. 

1. Workload and Administrative Adjustments. The budget proposes a 
General Fund increase of $1,795,000 and a decrease of $2,459,000 in reim
bursements to reflect a change in the method of financing operations and 
inmate supervision provided by CDF.at five Department of Corrections 
Conservation camps. Previously, all CDF costs were budgeted as reim
bursements from the Department Of Corrections. Beginning in 1983--84, 
these. funds will be appropriated directly to Forestry. The decrease in 
reimbursements is larger than the increase in General Fund support be
cause the current"year budget also includes one-time expenditures (fi
nanced by Corrections) for (1) expanding the Baseline and Antelope 
Conservation camps and (2) converting two California Conservation 
Corps (CCC) fire centers (Tehama and Owens Valley) to inmate. camp 
facilities. .. . 

The .budget also proposes a $131,000 General Fund increase to finance 
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Department of Forestry 
Proposed Program Changes by Fund 

(in thousands) 

Energy and Other Reim-
General Resources special Federal burse-
Fund Fund' ELPFb Funds c Funds ments Totals 

1982-83 Base Budget (Revised) ............ $128,900 $5,141 $664 $6,183 $2,830 $40,832 $184,55Qd 
l. Workload and Administrative Ad-

jushnents 
a. Emergency fire suppression unal-

lohnent .............................................. -10,000 -10,000 
b. CDC conservation camp opera-

tions .................................................... 1,795 -2,459 -664 
c. Wood stove and furnace installa-

tion ...................................................... -442 -442 
d. Canadair CL-215 evaluation (Ch 

633/82) ................................................ -345 -345 
e. CAISrARS implementation ........ 131 131 
f. Forest practice corrective actions -100 ,..100 
g. OAL costs and litigation expenses -93 -93 
h. Watershed mapping, forest prac-

-124 tice rules (SWRCB) ........................ -124 
i. Incident command training sys-

tem ........................................................ -135 -135 
j. Rural community fire funding ...... -157 -157 

2. Significant Program Changes 
a. Chaparral management program 

funding shift ...................................... -1,993 2,000 7 
b. Urban forestry program elimina-

tion ...................................................... -910 -910 
c. California forest improvement 

program ............................................... -400 -400 
d. THP permit fee deficit .................. -489 544 4 59 
e. COLA reinstatement-USFS and 

contract counties .............................. 132 132 
f. Watershed mapping project... ....... -198 -198 
g. Management of SLC forest land 

parcels ................................................ 43 43 
3. Merit Salary Adjushnent, Price In-

creases 
Miscellaneous Minor Changes .......... 5,322 235 -18 -153 -71 "':302 5,ol3 -- -- -- --

Total Changes 1983-SL ...... \ ...... -$2,713 -$2,647 $2,081 -$1,656 -$363 -$2,885 :""$8,183 

Total Proposed 1983-84 Budget $126,187 $2,494 $2,745 . $4,527 $2,467 $37,947 $176,367 

• Energy and Resources Fund, Resources Account. 
b Environmental License Plate Fund. . 
C Professional Foresters Registration Fund, Forest Resources Improvement Fund, Renewable Resources 

Investment Fund, Special Deposit Fund (DOE), and Timber Tax Fund. 
d The total estimated expenditures do not reflect the 2 percent unallotment directed by Executive Order 

0-1-83. 

costs associated with implementation of the CALSTARS accounting sys
tem. CALST ARS is an agency-based, centrally operated and maintained 
accounting information system. When fully operational, it will serve as the 
accounting and reporting system for more than 150 departments, agencies 
and institutions. 
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Other administrative adjustments include a reduction of $442,000 due to 
completion of a one-time energy conservation project that provided for 
the installation of wood stoves or furnaces in suitable CDF fire stations and 
ranger unit facilities. This work was financed in the current year with 
funds from a special U.S. Department of Energy litigation settlement. 

The reduction of $345,000 from the Environmental License Plate Fund 
(ELPF) is due to the completion of a one-time study required by Ch 
633/82. This act required the department to conduct a study of the CL-215 
"Super Scooper" air tanker manufactured by Canadair. A $345,000 appro
priation in the measure paid for aircraft operations and consultant costs. 

In both the 1981 and 1982 Budget Acts, the Legislature provided aug
mentations of $100,000 from the ELPF to finance the cost of any corrective 
action taken by CDF to enforce the Forest Practice Act. The budget, 
however, treats the increase provided for 1982-83 as a one-timeexpendi
ture and, as a consequence, reflects a baseline reduction of $100,000 for this 
activity. This reduction will be discussed in greater detail later in this 
analysis. 

The decrease of $124,000 in reimbursements is due to termination of 
funding from the SWRCB for (1) a special watershed mapping project and 
(2) development of new rules pertaining to soil erosion for use in regulat
ing timber harvesting on private forestlands. In 198~, the watershed 
mapping project will be funded by an appropriation from the Renewable 
Resources Investment Fund. 

The reduction of $135,000 in federal funds reflects a decrease in the 
amount to be provided in 1983-84 for development of the incident com
mand training system. The budget proposes $250,000 for this ongoing 
project, compared to $385,000 allocated for 1982-83. . , 

The decrease of federal money for rural community fire funding reflects 
uncertainty over whether the U.S. Forest Service will continue this sub
vention program in the budget year. While a total of $157,000 was pro
vided in the current year for local fire protection assistance, continued 
funding is not anticipated in 1983-84. If additional federal money does 
become available for this purpose, CDF indicates that the Legislatllte will 
be given prior notice of any expenditures to be financed with. their funds, 
either through a Finance budget revision or the Section 28 process. 

2. Significant Program Changes. In contrast to the budgets for recent 
years, the 1983-84 budget proposes few increases to initiate new projects 
or augment existing programs. The most significant changes proposed for 
1983-84 consist of the following: ' " 

• A $2,000,000 partial shift in the source of funds for the existing Chapar
ral Management program from the Energy and Resources Fund to 
the California Environmental License Plate Fund. This shift will leave 
a total of $2,991,000 in state funding (including $991,000 from the 
Energy and Resources Fund) to continue helitack operations and 
prescribed burning activities during the budget year. 

• Elimination of the Urban Forestry program, which results in savings 
of (1) $375,000 to the Forest Resources Improvement program and 
(2) $535,000 to the Renewable Resources Investment Fund. 

• A reduction of $400,000 ~n Energy and Resources Fund support for the 
Forest Improvement program. During the current year, this money 
was used to supplement the funding provided from state foresttimber 
sales for rural reforestation grant projects. ' .' 

• Increases of $744,000 from the Environmental'License Plate Fund 
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(ELPF) and $148,000 from the Renewable Resources Investment 
Fund (RRIF) to partially finance a $1 million shortage in funding for 
the administration of the Forest Practices Act. This shortage occurred 
last year when the department was unable to establish a system of 
permit fees that was intended to make the timber industry share in 
the cost of the program. The General Fund contribution to the pro
gram has been reduced in anticipation of the system being imple
mented. During the current year, the shortage was partially covered 
with (a) $529,000 from the Energy and Resources Fund, (b) $215,000 
from the ELPF, and (c) $148,000 from the RRIF. 

• A $132,000 increase from the General Fund to fund a cost-of-living 
adjustment (COLA) for six contract counties and the U.S. Forest 
Service. These entities provide fire protection to state responsibility 
lands at an annual cost of approximately $13 million. The Legislature 
deleted cost-of-living adjustments for these contracts in the 1982-83 
budget. 

• A $198,000 decrease in the amount budgeted from the RRIF for de
partment-financed watershed mapping activities. The budget pro
poses $300,000 to continue this work in 1983-84. 

• A $43,000 increase from the Forest Resources Improvement Fund to 
finance department management of forestlands owned by the State 
Lands Commission. 

Other changes to the budget reflected in Table 1 are for routine baseline 
adjustments such as those needed to offset the higher cost of equipment 
purchases (such as replacement of fire engines), utilities, rent, and other 
operating expenses (the so-called "price letters" adjustments). Also re
flected in the table are (1) minor budget changes accomplished through 
redirection of existing funds and (2) merit salary increases ($632,000 from 
various funds) . 

Implementation of Reductions Made in the 1982-83 Budget 
The Legislature approved the deletion of $4.45 million ($1,438,000 Gen

eral Fund) from the department's budget for 1982-83. Part of this reduc
tion ($2.1 million) was allocated in the Budget Act. The balance of the 
reduction ($2.35 million), however, was not allocated, and instead was left 
to the discretion of the CDF and the Department of Finance. 

As allocated by the two departments, the $2.35 million reduction pri
marily affected fire suppression activities. Implementation of the cut con
sisted of the following actions: 

• Deletion of CDF staffing for five inmate fire crews at the Konnocti, 
Deadwood, and Oak Glen Conservation Camps. 

• Closure of the Transfer Point and White Rock forest fire stations, 
except during "severe fire weather" periods. 

• Permanent closure of the Blue Ridge, Pacheco, and Allen Peak fire 
lookouts. 

• Elimination of the retro~ctive inflation adjustment proposed for U.S. 
Forest Service and contract county cooperative fire protection agree
ments. 

• Increased salary savings of $793,000 accomplished through delayed 
hiring or earlier termination of seasonal fire fighting personnel. 

In addition, the department made several minor reductions in various 
other activities financed from the Energy and Resource Fund ($183,000), 
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Forest Resources Improvement Fund ($52,000), Environmental License 
Plate Fund ($75,000), and Renewable Resources Investment Fund ($2,-
000). 

The $4.45 million reduction in CDF's 1982-83 budget is continued in the 
budget for 1983-84. No funds have been proposed to restore any of the 
reductions in personnel or activities listed above. 

Impact of Governor's Freeze on Fii'e Suppression Activities is Unclear 
We recommend that the Department of Finance report during budget 

hearings on the impact that Executive Order D-1-83 will have on state fire 
protection activities, and indicate what provision is being made, (if any), 
for the Department of Forestry to (J)hire seasonal firefighters and (2) 
contract for operation of airtankers and helicopters required for the 1983 
fire season. 

Each year, the Department of Forestry (CDF) hires approximately 
1,800 seasonal firefighters and other personnel for operation of its 219 
forest fire stations, 72 fire lookouts, eight helitack units, and 13 primary air 
attack bases during the fire season. CDFalso has hired seasonal. fire pre
vention personnel. In addition, operation and maintenance of the depart
ment's air attack aircraft is performed by private companies under several 
multi-year contracts. Pilots for the CDF fleet of seven UH-l helicopters 
are. hired through personal service contracts. 

On January 3,1983, the Governor signed Executive Order D-I-83 which, 
among other things, imposed a freeze on hiring state employees, equip
ment purchases, and contracts for consultants and professional services. 
Several exceptions to the freeze were enumerated in subsequent Manage
ment Memos issued by the Department of Finance. No explicit exemption 
from the Order's provisions, however, has been granted for the hiring of 
seasonal firefighters or contracting for airtanker operations. 

Although cabinet secretaries are authorized to mitigate the impact of 
the current executive order, no action had been taken to mitigate the 
Order's impact on Forestry's fire suppression program at the time this 
analysis was prepared. Consequently, it is possible that seasonal hiring for 
the program could be adversely affected by the Executive Order. In 
addition, existing contracts covering operation of (1) eight of the depart
ment's. 16 S-2 airtankers, (2) six observation aircraft,· (3) three heavy 
air tankers leased from private sources, and (4) one light helicopter, have 
expired. Prior to issuance of the Executive Order, the department 
planned to rebid these contracts and award new contracts before the start 
of the 1983 fire season. 

At the present time, the department's plans with respect to these con
tracts are not clear. Accordingly, we rec·ommend that the Department of 
Forestry report during budget hearings on the impact of Executive Order 
D-I-83 on its fire suppression activities. 

Wildland Fire Assessment Feasibility Study 
We recommend that the Legislature redirect at least $50,000 of .the 

amount budgeted (Item 3540-001-001) for the Forest Resources Assess
ment program in order to finance a feasibility study of using landowner 
assessments to finance wildland fire protection iIi California. 

California 50 Method of Financing Wildland Fire Protection Differs 
From Methods Used by Other Western States. Under existing California 
law, all private land classified by the Board of Forestry as state responsibili
ty is provided wildland fire protection at the General Fund's expense. 



544 / RESOURCES Item 3540 

DEPARTMENT OF FORESTRY-Continued 

Landowners are not required to contribute toward the state's costs of 
protecting their lands. 

This method of financing wildland fire protection differs from the meth
ods used by other western states, such as Oregon, Washington, Montana, 
and Idaho; These states also maintain forest and wildland fire protection 
systems for private lands, but they finance their activities through a combi
nation oflandowner assessments and state geIleral fund support. Current
ly,these four western states finance between 32 percent and 63 percent 
of their fire protection costs through landowner assessments. The assess
ments range from 16 cents to 68 cents per acre, with a minimum charge 
of from $5 to $15 per parcel. Revenues are collected through the county 
property tax system. 
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Chart 1 

Department of Forestry 
Support and Emergency Fund Expenditures for Fire Suppression 
1971-72 through 1981-82 (in millions) 
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Fire Suppression Costs Increasing Sharply. . Chart 1 illustrates the in
crease irI costs for the Department of Forestry's wildland fire protection 
system during the last 10 years. It indicates that, during the period 
between 1971-72 and 1981-82, the state's cost of maintaining this sytem has 
increased by $89.4 million, or 253 percent. 

The annual costs of the CDF wildland fire protection system have in
creased for a number of reasons, including (1) .enactment of the Fair 
Labor Standards Act ($3.8 million), (2) implementation of the 72-hour 
duty week ($3.4 million) for permanent (nonseasonal) fire suppression 
personnel, (3) the impact of inflation on operating expenses (4) the in
crease in salaries paid to state employees, and (5) the general increase in 
fire incidents. The increase in the number of fire incidents is illustrated 
in Chart 2. According to CDF statistics, the average number of fire inci-
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Chart 2 

Department of Forestry 
Number of Fire Incidents, State Responsibility Area 
1971 through 1981 (In thousands) 
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dents per year has increased from 5,205 during the decade 1961-1971 to 
8,168 during the 1971-1981 period, A major reason for this increase in the 
number of fire incidents is the growth in population on or near state 
responsibility lands-particularly where this growth has resulted in the 
urbanization of previously rural areas, such as the western foothills of the 
Sierra Nevada and in the mountainous areas of southern California, 

SystetnofLaildowner Financing Recommended. In our Analysis of the 
1982-,.83 Budget Bill, we questioned the reasonableness of having the tax" 
payerspay 100 percent of the costs incurred in providing fire protection 
to a relatively small group of private landowners. To provide for a more 
equitable allocation of costs for the state's.wildland fire protection system, 
we recommended that legislation be enacted .to make CDF's program 
partially self-supporting through a system of landowner assessments. We 
estimated that if Forestry was authorized to establish such a system, and 
charged landowners an average of $1 per acre, General Fund savings of 
up to $33 million per year could be achieved. This is about 26 percent of 
the estimated cost to the state for wildland fire protection in the current 
fiscal year ($124.6 million). The actual revenues that could be realized 
from a system oflandowner assessments would depend on (1) the assess
ment levels established for different types ofland and vegetation, (2) the 
am~)Unt of any minimum parcel charge, and (3) state and local administra
tive costs to collect the revenue, 

Proposal Needs Further Evaluation. During budget hearings last year, 
the Department of Forestry raised several concerns regarding both the 
equity and feasibility of establishing a system of landowner assessments. 
CDF indicated that the existing method of financing wildland fire protec
tion is appropriate because of the major public benefits that result from 

-------.~-.--~~ .... -
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having the state protect wildland watersheds, forests and grasslands. The 
department also maintained that the administration of an equitable assess-
ment system would be complex. . ... . 

Redirect FRAP Funds. We continue to believe that there is merit in 
establishing a system of landowner assessments, and that the experience 
of other western states provides a useful starting point for developing such 
a system. At the same time, we recognize that a feasibility study is needed 
to evaluate the issues raised by the department. 

So that the Legislature will have a better basis for determining whether 
a system oflandowner assessments should be used to help fund the state's 
wildland fire protection program, we recommend that the department 
finance a limited feasibility study of the concept. Such a study could be 
funded without an increase in the budget for the department by redirect
ing $50,000 (or more) from the department's Forest Resources Assessment 
Program (FRAP) for this purpose. The budget requests 7.2 positions and 
$420,000 from the General Fund to support FRAP in 1983-84. 

The FRAP was established pursuant to Ch 1163/77 for the purpose of 
developing a forest resources planning program for California. We believe 
use of funds budgeted for this program to finance the proposed feasibility 
study is authorized by existing legislation and would be appropriate. 
Consequently, we recommend that the Legislature add the following 
control language to Item 3540-00l~00I: 

;'At least $50,000 of the $420,000 appropriated by this item for the 
Forest Resources Assessment Program (FRAP) shall be used to finance 
a study evaluating the feasibility of establishing a system of landowner 
assessments to partially finance wildland fire suppression costs similar to 
those used by other western states." 
We further recommend that the legislature adopt the following supple

mental language to provide guidance to the department in conducting the 
study: 

''The department shall. condl.let a study evaluating the· feasibility of 
implementing. a system of landowner assessments to finance it signifi
cant portion of the costs for fire protection provided to state responsibil
ity wildlands. The study shall (1) review the funding mechanisms of 
existing state fire protection programs administered in Washington, 
Oregon, Idaho and Montana, (2) evaluate the various problems associat
ed with establishing a similar method of financing in California, and (3) 
recommend an appropriate and cost-effective proposal for implement
ing a schedule of assessments and parcel charges for state responsibility 
land. The results of this study shall be submitted to the Legislature by 
December 15, 1983." 

Repeai Amador Plan Subsidy 
We recommend enactment of legislation repealing provisions of the 

"Amador Plan" in order to improve the department's efficienc~ spread 
the burden of financing CDF's fire protection program more equitabl~ 
and make possible program improvemerits, for a potential General Fund 
savings of from $1.3 million to $1.5 million per year. ' 

Amador Plan. In recent years, the Legislature has enacted a series of 
statutes authorizing the department, during the winter or nonfire season, 
to absorb most of the costs of providing fire. protection services to local 
government, subject to certain limitations. Ch 870/76, as amended, au-
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thorizes Forestry to finance the basic salary expenses ofperma.nent state 
firefighters and forest rangers who provide thislocal fire protection. As a 
resu~t, the deI?art~ent. curren:t}~ provides· state-s?bsidized· fire~ighting 
serVlces to residentialcommulllhesand commercIal structures m rural 
areas that are not designated as.being the state's responsibility. Contracts 
between the state and local governments calling for the state to provide 
these services are commonly referred to as "Amador Plan" agreements. 

Program Expansion. When first al,lthorized in. 197p,Amador. Plan 
agreemellts were only available to counties with populations of 100,000 or 
less. At the time,23 countieswere in this category. In 1978, thepopulation 
ceiling was raised to 130,000,iIlcr.easing the number 9f eligible counties to 
27. two years ago, eh 788/81 eliminated the population limit entirely, 
making a total of 42 counties eligible to receive state-subsidized winter
time fire protection. At the present time the only counties that. are not 
eligible to receive state subsidized fighting services. are as follows: Alpine, 
Imperial, Inya, Kern, Los Allgeles, Marin, Mono, Orange, Plumas, Sacra
mento, San Francisco; Santa Barbara, Sierra, Solano, Sl,ltterahdVentura. 

Existing Program Cost. Participation In Amador Plan agreements has 
grown from 8 coooties in 1977-78 to 19 counties in the current fiscal year. 
In 1981-82 (the last yearforwhiChcomple~e irtformafion is available) , the 
department provided the equivalentof 827 personnel-months of fir.efight
ing staff andforestranger positions in 18 cqunties with active Amador Plan 
agreements; Based on current state salary levels, these 827 personnel
months cost the· state $1,321,184 in wages.· Adding in paramedic bonuses 
and.· depa.rtme.nt .. administra.Hve:o~er. he.ad.of 10:1. percent ~ring.: s~he cost 
to $1,533;306. Consequently, thISlS the amount·ofthe subsIdy bemg pro
vided by state taxpayers to counties participating in the AmadoT.Plan. 

In addition to the state costs, the counties paid $182,477 ih1981-82 to 
cover fire mission salary differential, staff oenefits and administrative 
overhead. They also paid an unknown additional amount to cover fire 
station operating expenses and utility costs. . 

Impact of Amador Plan Growth. . The provisions of law authorizing 
"Amador Plan" agreements specify that the agreements.a:re not to impose 
additional costs onithestate or interfere with CDF's primary mission of 
protecting wildland areas during the fire season. It is not clear that the 
ag~eements,ta~en together,.~re in compliance. with .t.hese restrictions. 
ThIs, coupled wIth the growth m the number of Amador Plan agreements, 
justifies a reevaluation of the current policy. 

Our analysis indicates that:· . 
1. Assignment of CDF empl()yees to local government fire protection 

duty during the wintertime reduces the Department of Forestry's .flexibil
ity, and makes it more difficult for the department to utilize its personnel 
for other high priority programs arid activities, such as fire prevention 
inspections, vegetation management, prescribed burning operations, and 
timber harvest inspections required by the.ForestPractice Act. In addi
tion, the requirements imposed by·these agreements make it difficult for 
the. department to use permanent positions for facility and equipment 
maintenance and training aCtivities during the nonfire seasQn. The scope 
of this problem, however, is .not known. .' . . 

2. The Amador Plan results in favored treatmentfor rl,lral areas of some 
counties 'at the expenseoftaxpayersin less favored counties. For example, 
residents of countiescontractihgfqr year"rqund (rather than only winter
time) fire protection (Schedule A) must pay the full costoftheir own 
protection (including 100 percent of the salaries paidto CD F employees) , 
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and contribute through their taxes toward the costs of CDF employees 
working to protect residents in other counties covered by Amador Plan 
agreements. 

3. During the current year, the department has had to reduce its activi
ties because of reductions in its budget. Specifically, it has had to (a) close 
or reduce operation of 12 fire stations, (b) permanently close three fire 
lookouts, (c) delay the hiring of and accelerate the termination of seasonal 
firefighters, (d) reduce automotive equipment purchases to replace obso
lete or damaged fire trucks, (e) eliminate inmate fire crew supervisory 
staff, and (e) reduce mass media fire prevention efforts. In addition, CDF 
has also been unable to obtain funding to replace three of its S-2 airtankers 
which are no longer usable due to crashes in prior years. . 

These reductions have reduced the level of fire protection in state
responsibility areas. The Amador Plan counties, however have continued 
to receive the same level of wintertime fire protection in local responsibili
ty areas, essentially free of charge. 

If the state were fully reimbursed by local governments for the cost of 
CDF employees committed to existing Amador Plan contracts, the addi
tional funds would allow the department to restore a significant amount 
of funding deleted from programs serving a state (rather than just a local) 
interest. It would appear that these state responsibilities warrant a higher 
priority than providing subsidies to local government through Amador 
Plan agreements. 

For the reasons given above, we recommend that legislation be enacted 
repealing provisions of the Amador Plan. This would allow the depart
ment to operate more efficiently, distribute the burden of supporting the 
department's activities more equitably, and allow improvements in fire 
protection services to state-responsibility lands without increasing state 
costs. 

S-2 Airtanker Substitutes More Costly 
We recommend that $1,050,000 of the $6,031,000 requested for automo

tive and other equipment purchases in Item 3540-001-001 be redirected for 
use in converting three S-2 airtankers that are needed to replace three 
aircraft which are no longer usable, so that the use of more costly substi
tute aircraft can be discontinued. 

CDF Air Attack Program. As part of its statewide firefighting organi
zation, the department operates an extensive fleet of airtanker and obser
vation aircraft. This fleet originally consisted of 19 twin-engine Grumman 
S-2 medium airtankers, 13 Cessna C-337 observation aircraft, and one 
leased (privately owned) B-17. During the fire season, these aircraft nor
mally operate from 13 air attack bases located throughout the state. They 
are also available ona cooperative basis to the U. S. Forest Service for fire 
control activities on national forest lands in California. All of the state's air 
attack aircraft are maintained and operated by private companies under 
multi-year contracts.. . 

S-2s Leased from Navy. CDF obtained its Grumman S-2 airtankers 
from the U. S. Navy in 1974, pursuant to a long-term lease. Along with 19 
aircraft available for operational use, the department secured 39 spare S-2s 
plus 60 engine cores for use as a source of parts and components for 
maintenance purposes. All of the 39 spare aircraft and engines are stored 
at the Fresno airport. 



Item 3540 RESOURCES / 549 

The original 19 S-2s were phased into Forestry's airtanker program 
during the 1970's. They replaced other World War II-vintage aircraft 
which had been leased by the state from private operators. Although CDF 
obtained the aircraft from the Navy at essentially no cost, the state in
curred a one-time expense of approximately $270,000 per aircraft to (1) 
perform safety inspections and modifications, (2) install rebuilt engines 
(as necessary), (3) install radios and tanking equipment needed to hold 
fire retardant, and (4) repainting. All of this conversion work was done by 
private firms under contract to the department. 

No Funding to Replace Lost Aircraft. As a result of firefighting acci
dents, . the department lost two S-2s in 1978-79. The two planes were 
replaced with larger, privately-owned DC-6 aircraft which are significant
ly more expensive to operate. During the 1982 fire season, a third S-2 
crashed, reducing the operational fleet to 16 S-2 aircraft, two leased DC-6 
airtankers, and one leased B-17. The S-2 lost last summer has not been 
replaced, and no funds are budgeted in 1983-;.84 to lease another substitute 
aircraft. . 

Although the state has received a total of $441,000 in insurance pay
ments for the three lost S-2s, Forestry has not been authorized to use this 
money to finance replacement aircraft by converting spares stored in 
Fresno. 

The costs to the state of leasing the two DC-6. substitute aircraft is 
significantly higher than the cost of operating S-2 airtankers. The DC-6s 
cost (1) $610 to $620 per day for availability, and (2) $1,043 per hour of 
flight time to operate. By comparison,an S-2 airtanker costs $237 per day 
and $465 per hour to operate. Furthermore, the DC"6s are too large to 
operate from some CDF air atta.ckbases. 

Conversion of Three S-2s Recommended. In order to (1) restote the 
state airtanker fleet to 19 operational S-2s, and (2) reduce the ongoing cost 
of aircraft under the department's air attack program, we recommend 
that $1,050,000 of the $6 million budgeted for equipment purchases be 
used to cover the cost of converting three spare S-2s to operational condi
tion. This would provide $350,000 per aircraft for engine overhaul; installa
tion ofradio and tanking equipment, painting, safety inspections and any 
other necessary modifications. 

Conversion of these aircraft, in lieu of leasing three DC-6s; would allow 
the state to recover the $1,050,000 capital investment within 3.42 years. 
The cost recovery would be made possible by the lower operating costs 
of the S-2s. This estimate assumes a 107-day period of availability an.d an 
average of 96 hours of flight time per fire season. 

While conversion of the three spare S-2s appears to warranted, we do 
not believe a budget augmentation is needed to fund the conversion. 
Instead, we suggest that support be derived from a redirection of funds 
budgeted for equipment purposes in 1983-84, for two reasons. First~ the 
department has not provided the comprehensive schedule of equipment 
expenditures to justify the $6 million equipment request that is required 
by Sections 6120 and 6125 of the State Admihistrative Manual (SAM). 
Second, the replacement of the three S-2 tankers would seem to have a 
higher priority than the purchase of replacement automobiles and fire 
engines. The S-2 aircraft has proven to be effective in initial attack opera
tions, and can extinguish or contain small wildfires in remote areas before 
they become major fires requiring large amounts of equiI>Ihent and per
sonnel to suppress. Allocation of $1,050,000 for conversion of three S-2s 
would still leave approximately $5 million iIi the budget to finance re-
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placement of critical automotive and other equipment. 
To accomplish this redirection, we recommend that the Legislature add 

the following control language to Item 3450-001-001: 
"From the amount appropriated by this item for purchase of equip

ment, up to $1,050,000 shall be used to pay the costs of converting three 
S-2 airtankers for the air attack fleet." 

Chaparral Management Program Savings 
We recommend (1) the deletion of one-time funds provided in the 

current year for costs associated with (a) the conversion of a seventh 
UH1-F helicopter and (b) purchase of special equipment for the Chapar
ral Management Program, for a savings of $107,000 in Item 3540-()()1-()()1 
and $153,000 in Item 3540-001-190, and (2) that the savings in Item 3540-
()()1-1~$153,OOO-be transferred from the Energy and ResourcfJs Fund to 
the General Fund in order to increase the Legislatures flexibility in meet
ing high-priority needs statewide. 

Two years ago, the Legislature authorized funding for acquisition and 
conversion of six surplus UHI-F helicopters that had been acquired from 
the U. S. Air Force under a long-term, low-cost lease. In 1981-82, the 
Department of Forestry was provided $3.1 million from the Energy and 
Resources Fund (ERF) to overhaul the engines and modify these heli
copters for use in suppressing wildland fires during the fire season, and for 
prescribed burning projects conducted pursuant to Ch 525/80 in the non
fire season. Conversion of these aircraft allowed the state to terminate 
leases that gave the department access to smaller helicopters during the 
fire season. 

In the 1982 Budget Act, the Legislature provided an additional $2,984,-
000 from ERF to continue helicopter operations and prescribed burning 
activites. This amount included (1) a $144,000 increase from the Energy 
and Resources Fund, and (2) redirection of $107,000 from the General 
Fund to finance the conversion of a seventh helicopter. 

For the budget year, the department has requested a total of $2,991,000 
to continue the Chaparral Management Program. The program will be 
financed with $2 million from the Environmental License Plate Fund and 
$991,000 from the Energy and Resources Fund. The total amount is slightly 
higher than that provided in the current year. 

The baseline budget, however, has not been adjusted to delete the 
$107,000 of General Fund money appropriated last year for one-time 
equipment purchases associated with the seventh helicopter. Also, the 
budget retains in the base an additional $153,000 from the Energy and 
Resources Fund provided in the current year to finance other one-time 
costs associated with the seventh helicopter ($144,000) and specialized 
equipment purchases deferred from 1981-82 ($9,000). 

The department has not identified how the $107,000 from the General 
Fund will be spent in 1983-84. The department proposes to use the $153,-
000 in one-time ERF money to fund a new contract with the Department 
ofFish and Game (DFG). The Department of Finance has advised us that 
the money will permit the addition to DFG biologists to assist in the 
planning of prescribed burning projects, and evaluate the impact of these 
projects on wildlife habitat. If this is indeed how the money would be used, 
we believe that the Fish and Game Preservation Fund would be a more 
appropriate source. of financing, since wildlife will benefit from the con-
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trolled burns. Accordingly, we recommend the deletion of $107,000 re
quested from the General Fund and $153,000 requested from the Energy 
and Resources Fund .. Approval of this recommendation would leave a 
balance of $2,838,000 for pelicopter operations and the Chaparral Manage
ment Program in 1983-84. 

Leaving unappropriated funds in special purposes accounts limits the 
Legislature's ?ptions in allocating f~~s to mee~ ~~gh-priority ~eeds. So 
that the LegIslature may have additIOnal fleXibIlity m meeting these 
needs, we further recommend that any savings resulting from approval of 
our proposed reduction in Item 3540-001-190-$153,OOO-be transferred 
from the Energy and Resources Fund to the General Fund. 

Reduce State Liability for Prescribed Burning Escapes 
We recommend the adoption oflanguage in Item 3540-001-001 prohibit

ing the department from spending any funds to assist the U. S. Forest 
Service {USFS} in prescribed bum projects on national forest lands unless 
the USFS agrees, in writing, to indemnify the state for all suppression costs 
in the event of a fire escape. 

Chaparral Management Program. Chapter 525, Statutes of 1980 (as 
amended), authorizes the Department of Forestry to finance at . state 
expense up to 90 percent of the cost of conducting prescribed burning 
projects on private lands located in state responsibility areas, and to as
sume the cost of purchasing liability insurance to protect the state in the 
event a fire escapes from the project area causing third parties to suffer 
damage or loss of property. This act also exempts private landowners from 
being liable for state fire suppression costs under such circumstances. Ch 
987/82 broadened CDF's authority by permitting the department, in cer
tain situations, to finance prescribed burning projects on any lands which 
are contiguous or adjacent to state responsibility areas. 

The department has approximately $2.9 million budgeted (all sources) 
to finance the Chaparral Management Program in 1983-84, including (1) 
operation of its seven UH1-F helicopters, (2) headquarters, and field ad
ministrative staff, and (3) miscellaneous expenses. The department also 
maintains j~s regular fire suppression personnel, equipment and inmate 
camp crews in a standby capacity to suppress any burn that escapes from . 
the project area. These standby resources are budgeted as part of the 
department's state responsibility fire protection program, and are not paid 
from the $2.9 million. 

The department also assists federal agencies, such as the U.S. Forest 
Service, in carrying out similar projects on federal lands in California. This 
assistance may take the form of providing a CDF helicopter to serve as a 
helitorch or furnishing standby fire crews. 

The department's statutory authority to expend state funds in support 
of controlled burns conducted on federal land is not clear. Specifically, it 
is not clear that the state can (1) provide financial assistance to these 
projects on a non-reimbursable basis, or (2) assume the liability for the 
costs of suppressing fires that escape from the project area. 

Chalk Reservoir Fire {Shasta-Trinity National Forest}. Last summer 
the department incurred $353,427 in suppression costs connected with a 
prescribed burn on federal land. These costs resulted from the depart
ment's efforts to control a 3,800-acre fire near Fall River Mills which 
resulted from the escape of a prescribed burn on Shasta-Trinity National 
Forest lands conducted under the direction of the Forest Service. Al
though the fire started on national forest land, it also burned a total of 1,710 
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acres of private, state responsibility area (SRA), and 1,930 acres of Bureau 
of Land Management (BLM) land. It took CDF three days to control the 
fire (August 24-26, 1982), and required the efforts of 22 CDF-engine 
crews, 16 inmate camp crews, several airtankers, and 1,456-hours of pickup 
labor. In the process, the department spent $lOl,:147 for rented equipment 
and $19,776 for fire retardant. 

Control of this fire became CDF's responsibility for two reasons. First, 
this area of national forest is protected by the Department of Forestry, 
pursuant to a long-standing interagency agreement with the U.S. Forest 
Service. The state cost for providing this service is offset against the 
amount CDF pays the Forest Service each year for protecting 4 million 
acres of SRA land that are within or continguous to other national forest 
land elsewhere in California. 

Operationally, the state became responsible for controlling the Chalk 
Reservoir Fire because the department cooperated in the development of 
an escape contingency plan and agreed to provide contingency or standby 
fire suppression forces for the prescribed burn. These forces consisted of 
a fire boss, three fire engines, and two hand crews. CDF also provided the 
helicopter and helitorch which were utilized, under the direction of the 
Forest Service, to start the fire. In the event of a fire escape, the contin
gency plan provided for all suppression forces to be under the command 
of the CDF fire boss. 

State's Efforts to Obtain Reimbursement from Federal Government 
Have Been Unsuccessful. In December 1982, CDF attempted to recover 
reimbursement for the costs it incurred in suppressing the Chalk Reser
voir Fire. It did so by billing the BLM for $179,506 and the Forest Service 
for $13,350. BLM, however, has advised this office that it does not intend 
to pay any portion of this bill because it was not involved in planning the 
prescribed burning project, and the fire resulted from Forest Service 
negligence. At the time this analysis was prepared, no information was 
available on the Forest Service's willingness to pay the amount billed to 
it by the state. It now appean; that most of the $353,427 in suppression costs 
incurred by the state in containing· this fire will ultimately be financed 
from the General Fund. These costs are part of the$lO million in unan
ticipated 1982-83 costs for which a deficiency appropriation has been 
requested. 

Existing state law does not specifically authorize the department to 
assume liability for the cost of suppressing fires that result from the escape 
of prescribed burns conducted on yublic lands, particularly when the burn 
is under the direction of a federa agency. To ensure that the state does 
not incur such costs in the future, we recommend that the CDF be prohib
ited from participating in controlled burns on Forest Service or BLM lands 
unless those agencies agree, in writing, to indemnify the department for 
any suppression expenses incurred by the state in the event a fire escapes. 

Specifically, we recommend adding the following language to Item 
3540-001-001: 

"No funds appropriated to the Department of Forestry by this or any 
other act shall be used to provide assistance in planning or carrying out 
prescribed burning projects conducted on U.S. Forest Service or Bureau 
of Land Management lands unless those agencies agree, in writing, to 
indemnify the state for all suppression costs incurred in the event the 
fire escapes." 
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Increase in BLM Contract Payments Not Reflected in Budget 
We recommend that the Department of Forestry report~ prior to budget 

hearings~ on the increase in suppression payments it expects to receive 
from the Bureau of Land Management during 1983-84 under its newly 
revised contract with the bureau. 

Background The Department of Forestry has a variety of cooperative 
agreements with the federal government calling for the state to provide 
fire protection to federal lands that are intermingled with, or adjacent to, 
private lands which the state is responsible for protecting. One of the 
more significant of these contracts is with the Bureau of Land Manage
ment (BLM). Pursuant to this agreement, CDF protects 2,291,765 acres 
of Bureau land, while BLM protects 442,469 acres of state responsibility 
lands. Thus, the department protects 1.85 million more acres for the BLM 
than the BLM protects for Forestry. 

Under its existing agreement with the BLM, the state is reimbursed for 
the department's actual costs in suppressing fires on BLM lands. In addi
tion, BLM pays the department a presuppression (standby) payment of 
$823,000 per year. This standby payment has not been increased since 1972 
to reflect the higher costs incurred by CDF as a result of increases in state 
employee salaries and operating expenses. 

Legislature Directs CDF to Revise Agreement With BLM. Language 
included in the 1982 Budget Act directed the department to revise its 
existing cooperative agreement with BLM so that the contract provides 
for appropriate inflation adjustments in the amount of presuppression 
payments made by BLM to the state. The Legislature directed that this 
adjustment take into consideration the current level of CPF salaries and 
operating expenses, relative to the levels in effect during 1972. In addition, 
the department was directed to report quarterly to the Legislature on its 
negotiations with BLM on these matters. 

No Change in CDF-BLM Agreement Reflected in the Budget. The 
budget does not reflect any change in the size of the BLM's presuppres
siop.. payment to the state. CDF's schedule of reimbursements again in
clune $823,000 from.BLM for contract protection-the same amount as in 
1972. In contrast, a similar contract between the department and the U.S. 
Forest ServiCe (USFS), calling for the Forest Service to protect state 
responsibility lands located within or adjacent to national forest land, will 
cost the state $3,245,000 in 1983-84. This is $1.8 million, or 122 percent, 
more than the amount paid to USFS in 1972. . 

We have been advised by department staff that BLM and Forestry are 
working to complete a draft proposal for revising the BLM-CDF contract. 
No agreement over the terms of a new contract, however, has been ap
proved by either the regional director of the BLM or the Department of 
Forestry. Furthermore, the agencies have not agreed on a formula for use 
in revising the annual presuppression payments made to CDF. 

Continued State Subsidy of the BLM is Not Warranted We see no 
basis for the CDF to continue subsidizing the BLM, especially since other 
federal agencies require the department to make periodic increases in 
contract payments. In the absence of a significant increase in the amount 
of presuppressionpayments made by BLM to CDF, the Legislature may 
wish to consider reducing the level of service provided to BLM lands. 

Recommendation. In the event that the CDF and the BLM reach 
agreement on a new contract, we recommend that the department prior 
to budget hearings advise the Legislature on (1) the details of the new 
agreement, and (2) the amount of additional presuppression payment 
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that the state can expect to receive in 1983-84. 
If no agreement is reached prior tobudget hearings, we plan to.recom

mend a reduction in the level of state-subsidized services provided' to the 
BLM. 

Emergency Fire Assistance Provided toFede~al Lands 
We recommend that: I 

1. The department be directed to charge the costs of all emergency fire 
suppression servicesprovide'd to the u.s. Forest Service and the Bureau 
of Land Milnagement(BLM) as reimbursements.' . 

2. The General Fund appropriation that would normally be charged for 
these services be reduced by $2 million (Item 3540-001-001) and reimburse-
ments be increased by a corresponding amount. . 

3. Language be added to Item'3540,;001-oo1 requiring that: 
(a) Any reimbursement for fire suppression assistance provided on be

half of a .federalagency shall become due and payable 60 days following 
submittal'of the in.voice by the department. ',. 

(b) Thedeparthlent shall charge the federa1 agency penalty interes~ at 
the same rate eamed by deposits in the Pooled Money Investment Fund, 
onariy reimbursable amouiit unpaid after 60 days. 

(c) Ifanyreiinbursement must be temporarily paid from a deficiency 
appropriation, 'the paymen(shaJIbe made in the form oEa loan from the 
Department of Finance to the Director of Forestry for the amount of the 
~ficren~ . 

The Department of Forestry routinely ,assists the U.S. Forest Service and 
the Bureau of Land Management (BLM) on a reimbursable basis in con
trolling brush and forest fires occurring on national. forest and public 
domain lands in California. It does so by providing state fire engines and 
crews, bulldozers, California Conservation Corps (CCC), California Youth 
Authority (CYA) , and Department of Corrections handcrews, rental 
equipment, vehicles, airtankers, and other support, as requested. 

CDF Billing Deficiencies. In both the 1981 and 1982 Analyses, we 
described the department's poor record in billing federal agencies for the 
cost of cooperative emergency fire suppression provided to the Forest 
Service and BLM. Specifically, we called attention to the fact that the 
department's billing process for recovering the state's costs of providing 
fire suppression services was slow, inaccurate, and did not assure full 
recovery of these costs. Failure to recover fUll costs on a timely basis results 
in the payment of the uncollected costs froin a deficiency appropriation. 
This makes the cost an expense to the General Fund. , 

In response, the Legislature included language in ,the 1981 and ,1982 
Budget Acts .requiring the department to submit invoices to federal agen
cies no later than 120. days after a fire on federal land is· suppressed. 
Exceptions to this requirement were permitted, but only if CDF provided 
written notification to the Chairman of the Joint Legislative Budget Com
mittee. 

Review of Accounts Receivable. Our recent review of CDF's ,new 
procedures forbilHng the Forest Service· and theBLM found that the 
process has been expedited and accuracy improved. Nevertheless, signifi
cant amounts due the state still have not been recovered from the federal 
government, even though the fires for which the billings were made 
occurred several years ago. As of early December 1982, the department 

. I 
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has outstanding accounts receivable totaling approximately $4,789,000. Of 
this amount, only $37,068 is attributable to fires that occurred in 1982. The 
balance-$4,717,912-is attributable to fires that occurred prior to 1982. 

CDF was unable to advise us when the state can expect to receive 
payment for these overdue invoices. Furthermore, it is not apparent that 
anyone within accounting services or departmental management is ac
tively attempting to secure payment of these overdue accounts. In this 
regard, we believe it is significant to note that last year Forestry agreed 
to become subject to a new penalty charge on any fires billed to the state 
by the federal government which are not paid within 60 days. However, 
no reciprocal provision was instituted by CDF to penalize federal agencies 
for unpaid bills over 60 days old. 

The accounts receivable from the U.S. Forest Service include an unpaid 
bill for $525,970. This bill is for the cost of services provided to the Cleve
land National Forest during the Lakeland, Indian and Turner fii'?S which 
occurred between November 16-25, 1980. During hearings on the 1981 
Budget Bill, the department advised the Legislature that it expected the 
state to be reimbursed for approximately $3.16 million of the costs associat
ed with these fires. However, the invoice submitted to the Forest Service 
in December 1981 (13 months after the state incurred these costs) sought 
to recover only $939,628 of the $3.16 million. This invoice subsequently was 
challenged by the federal government, and during the summer of 1982 
CDF reduced the billing to $525,970. This amount is still unpaid. We are 
advised that the Forest Service is now refusing to reimburse CDF for any 
of these costs. 

Recommended Legislative Action. By (1) initiating new procedures 
for tracking billable fires and (2) expediting the preparation of invoices, 
the department has made major improvements in both the accuracy and 
timing of invoices submitted to the federal government for recoverable 
fire costs. Timely submittal of these billings, however, does not assure that 
the state will be. paid. Usually, it is ~ecessary for the stat~ to pursue 
payment after bIlls have been submItted to the appropnate federal 
agency. 

0ur analysis.indid~tes that the department does not have the incentive 
to actively pursue overdue payments from the federal government, for 
two reasons. First, the department is able to finance the entire cost. of 
providing emergency fire suppression assistance to the federal govern
ment by charging these costs to the General Fund as an emergency fire 
expense. Any deficit resulting from such expenditures is financed through 
the department's annual deficiency appropriation. Second, any cost recov
eriesreceived by CDF from the federal government are deposited in the 
General Fund and are not available for departmental use. 

To relieve the General Fund from the unnecessary burden of providing 
working capital or loans to the federal government, we recommend that 
the Legislature take the following actions: 

1. Reduce the department's General Fund support budget by $2 mil
lion. 

2. Add language to Item 3540-001-001 providing that the first $2 million 
in payments received from federal agencies for 1983-84 fires shall be 
treated as a reimbursement. (This is the average amount of money collect
ed by CDF from the Forest Service and Bureau of Land Management 
during the last five fiscal years.) Specifically, we recommend that the 
following language be added to Item 3540-001-001: 

"The sum of $2 million recovered by the department for billable fire 
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suppression services provided to the U.S. Forest Service and Bureau of 
Land Management during 1983-84 is hereby appropriated for expendi
ture as a reimbursement in schedule (f)." 
3. Add control language to the Budget Bill directing CDF to advise 

federal agencies that bills seeking recovery of state costs in providing 
emergency fire suppression assistance are due and payable within 60 days 
following submittal of the invoice. Any bills unpaid after 60 days would be 
treated as loans and subject to penalty charges at the same interest rate 
as earnings deposited in the Pooled Money Investment Fund. Specifically, 
the following language should be added to Item 3540-001-001: 

"The Department of Forestry shall advise the federal government 
that the cost of all emergency fire suppression assistance provided to the 
U.S. Forest Service or Bureau of Land Management is due and payable 
within 60 days following submittal of the invoice by the state. Any such 
costs remaining unpaid after 60 days and paid from a deficiency appro
priation shall become a loan by the Director of Finance to the Depart
ment of Forestry subject to penalty interest charges at the same rate as 
surplus money deposits in the Pooled Money Investment Fund." 

Reduce Forest Service Payments by Amounts Owed to State 
We recommend a reduction of $879,000 in Item 3540-001~OO1 from the 

amount requested to pay for cooperative fire protection provided by the 
u.s. Forest Sendee (USFS) to state responsibility lands; We further recom
mend that this amount be withheld from the state's payment to the USFS 
as a means of securing payment for (1) $52~000 in state costs incurred in 
connection with the 1980 Lakelane; Indian, and Turner Fires in the Cleve
land National Forest and (2) $353,000 in emergency fire expenditures 
incurred by the state in connection with the East Ridge prescribed burn 
escape, (Chalk Reservoir Fire) in the Shasta-Trinity National Forest dur-· 
ing 1982. 

We have previously discussed (1) CDF's lack of success in recovering 
costs incurred in suppressing fires on federal lands from prior years and 
(2) emergency fire suppression expenses incurred by the state due to the 
escape last summer of a federally-supervised prescribed burn from the 
Shasta-Trinity Forest. . 

We estimate that the Forest Service owes the state (1) $679,459 for 
reimbursable fire suppression assistance provided by CDF on fires occur
ring in 1981 and earlier years, (2) $12,537 for similar services provided on 
1982 fires, and (3) $353,427 for state suppression costs resulting from the 
escape last summer of the Chalk Reservoir prescribed burn. The Depart
ment of Forestry, however, is unable to provide assurances that the state 
will ever be reimbursed by the Forest Service for any of these General 
Fund expenditures. 

Included in the department's budget request is $3,221,000 from the 
General Fund (Item 3540-001-001) to pay the U.S. Forest Service for fire 
protection services provided to 4,009,865 acres of private land located 
within or adjacent to various national forests in California. These lands are 
state responsibility areas protected by the Forest Service pursuant to a 
long standing cooperative agreement with CDF. The amount CDF pays 
for this service is based on an estimate of what it would cost the state to 
protect the lands itself. The money is distributed to individual national 
forests and finances part of the Forest Service's costs for specified fire 
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crews, lookouts and fire prevention personnel. 
Because the Forest Service refuses to pay the department for amounts 

due for some of these fires, the only apparent way for the state to recover 
these costs is by reducing its $3.2 million payment to the Forest Service. 
Accordingly, we recommend that $879,397 be deleted from Item 3540-001-
001. This would reduce the amount appropriated for cooperative fire 
protection provided by the Forest Service in 1983-84 to $2,341,603,; 

Funding for Forest Practice Corrective Work Deleted 
We recommend that the unexpended balance of the $100,000 appropria

tion from the Environmental License Plate Fund made by the 1982 Budget 
Act be reappropriated to provide funds for corrective work made neces
sary by violations of the Forest Practice Act. 

Both the 1981 and 1982 Budget Acts appropriated $100,000 from the 
Environmental License Plate Fund to finance corrective actions taken by 
the department to (1) dispose of logging slash, (2) complete erosion con
trol work, (3) conduct stocking surveys, and (4) replant seedlings at un
derstocked timber harvest sites. This work must be undertaken when a 
violation of the Forest Practice Act has occurred and the landowner or 
timber operator has failed. or refused to take legally required corrective 
action. 

Existing law authorizes the department to spend state funds to perform 
the corrective work and to recover the cost by recording a lien on the 
affected property. Prior to 1981-82, CDF did not budget for corrective 
actions, and financed any corrective work it undertook by redirecting 
funds from other legislatively authorized activities. 

Pending Workload. At the time this analysis was prepared, the depart
ment had 40 cases pending which could require corrective work This 
included (1) 18 notices for failure to conduct stocking surveys to deter
mine whether the site of a previous timber harvest has adequately regene
rated, and (2) 22 stipulated agreements, notices of intent to take varying 
corrective actions or orders to replant understocked land and complete 
follow-up work. Depending on the findings of the 18 delinquent stocking 
surveys, and other ~urveys voluntarily submitted by landowners during 
the current andbudget years, additional stocking orders or state planting 
of seedlings may be necessary. 

No Funding Budgeted for 1983-84. The potential cost of corrective 
work in connection with the 40 pending cases is unknown. The cost will 
depend on the willingness of forest landowners to do the work themselves 
as ordered, the time allowed by the department for cOJllpliance, and any 
legal delays encountered by CDF. One correctiv.e action recently per
formed by Forestry cost approximately $11,000 to complete. CDF also 
indicates that replanting costs for an understocked 20-acre timber site can 
go as high as $20;000. For planning purposes, the department estimates an 
annual, ongoing cost of $50,000 for corrective work under the Forest Prac
tice Act. 

Despite the demonstrated need for funds to finance corrective actions 
pending recovery from private parties, no funding for this purpose is 
proposed in the budget for 1983-84. WitllOut additional funding, CDF's 
ability to properly enforce the Forest Practice Act could be jeopardized, 
since some violations would have to be left uncorrected. Alternatively, 
legislative control of the budget could be weakened if CDF chooses to 
redirect funds from legislatively authorized programs to finance this work. 

Reappropriate Unexpended Balance. To ensure that any necessary 
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corrective work can be performed in 1983-84, we recommend that CDF 
be authorized to spend next year any unencumbered balance remaining 
from its current-year Environmental License Plate Fund appropriation on 
June 30, 1983. The department estimates that it will spend approximately 
one-half of the amount appropriated for the current year, which will leave 
about $50,000 available for reappropriation in 1983-84. Accordingly, we 
recommend that the unencumbered balance be reappropriated. 

To implement these recommendations, we recommend that the follow
ing language be added to the Budget Bill: 

Item 3540-490. Any unencumbered balance of the $100,000 appro
priated by Item 3540-001-140, Budget Act of 1982, for purposes of correc
tive reforestation work pursuant to the Forest Practices Act is hereby 
reappropriated for the same purpose during the 1983-84 fiscal year. 

CFIP Expenditures Exceed Anticipated Revenues 
We recommend: 
1. Reduction of $507,000 from Item 3540-001-928 so as to keep proposed 

expenditures for tile Forest Improvement Program witllin current revenue 
estimates; and 

2. Adoption of language limiting administrative expenditures for tile 
program to $741~OOO. 

The budget proposes a $3,761,000 appropriation from the Forest. Re
sources Improvement Fund (FRIF) for reforestation grants, related ad
ministrative staff, wood energy operations, and other miscellaneous 
projects and interagency activities financed under the California Forest 
Improvement Program (CFIP). 

Revenue Sllortfall. The department's budget assumes that the Forest 
Resources Improvement Fund will receive revenues of $5,627,000 from 
state forest timber sales during 1983-84. During January, however, CDF 
state forest management staff supplied revised estimates which indicate 
that the department now expects to receive only $4,502,000 in revenues 
during the budget year. This consists of $2.9 million in payments due from 
1982 timber sales, and $1.6 million in anticipated revenues from new sales 
which will be bid this spring. The portion due from last year's sales as
sumes that no contract extensions and payment deferrals are approved by 
CDF and that no defaults occur. 

The $1.6 million from new sales assumes harvesting over two logging 
seasons. At the time this analysis was prepared, other department manage
ment personnel were giving consideration to (1) making these one-year 
sales and (2) increasing the amount of the prepayment deposit required 
on new sales awarded in 1983. These changes could either increase or 
decrease the amount of revenue received in 1983-84 and 1984-85. Either 
change would, however, be a singificant departure from the way state 
forest timber sales have been administered by the department in the past. 
Furthermore, there is no experience which would permit us to judge the 
fiscal effect of these changes. Consequently, we believe that the most 
reliable estimate of revenues in ·1983-84 is the $4,502,000 which is based on 
past experience. 

Impact of Revenue Reduction. After deducting $1,248,000 to pay the 
department's cost of operating the state forests, only $3,254,000 will be 
available for CFIP expenditures. This is $507,000 less than the amount 
proposed for appropriation in the budget. As in prior years, this will proba-
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bly reduce the amount allocated for reforestation grants, because CDF 
tends to treat other expenditures budgeted under the Forest Improve
ment Program; such as the cost of administrative staff, as fixed costs. 

Last year, the department originally budgeted $2.64 million from FRIF 
for reforestation grants and $943,000 for support staff (21.5 personnel
years) in 1982-83. Because state forest timber revenues during the current 
year will be less than anticipated, due to general economic conditions and 
other changes, sufficient revenues will not be available to fund the budget
ed program. In response, the amount available for reforestation grants was 
reduced to $1,373,000-a reduction of 52 percent from the amount budget
ed. These grant monies were fully allocated during the first quarter of 
fiscal 1982-83. No adjustment, however, was made in the amount budget
ed for grant administration, despite the 52 percent decrease in grant 
funds. 

Excessive Administrative Costs. The current level of administrative 
support is not justified. In recent years, the amount spent for reforestation 
grants has been decreasing sharply, while program overhead has been 
increasing. As a result, the amount proposed for grant administration in 
the budget year ($1,080,000), is 52 percent more than what it was in 
1980-81, while amount of grant money to be distributed is 78 percent less 
than what CDF initially anticipated it would distribute in 1980-81. 

While we are unable to determine the specific. amount needed for 
administrative support of the reforestation grants program in the budget 
year, we believe that a significant reduction from the level proposed by 
the administration is warranted. Reducing the amount budgeted for ad
ministrative support by $339,000 would return the support level to what 
it was in 1980-81-$741,000. 

In order to more nearly balance antichJated revenues in 1983-84 with 
budgeted expenditures, we recommend that Item 3540-001-928 be re
duced by $507,000. We also recommend that the following control lan
guage be added to Item 3540-001-928 to limit administrative costs for rural 
reforestation grants: 

"Administrative support for rural reforestation grants funded under 
the Forest Improvement Program shall be limited to $741,000 of the 
amount appropriated by this item." 

Excessive Use of State-Owned or Leased Aircraft 
We recommend adoption of supplemental language: 
1. Prohibiting the use of CDF-owned or leased aircraft for transport of 

department executives to destinations within a two-hour driving distance 
or well-served by commercial airlines. 

2. Requiring that the department bill all use of CDF-owned or leased 
aircraft by other state agencies or departments in order to recover Fores
try's cost of providing this service~ including pilot expenses. 

3. Directing the Department of Finance to revise the State Administra
tive Manual (SAM) to impose management control on the use of state
owned aircraft operated and used for transportation of state personnel. 

Increased Aircraft A vailable for Executive Use. The Department of 
Forestry currently operates (1) three Cessna Skymasters and (2) one 
Beechcraft Baron aircraft from the Sacramento Executive Airport. These 
aircraft were obtained for support of the department's airtanker program 
and helicopter operations. In addition, however, they have been used 
extensively for executive transportation. To supplement its fleet of state
owned aircraft, the department also periodically leases private aircraft. 
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Originally, the department had only one Cessna C-337 Skymaster based 
at the Sacramento Executive Airport. This aircraft was purchased several 
years ago by exercising a purchase option in connection with a lease. This 
aircraft is the civilian version of the Cessna 0-2 which CDF uses extensive
ly for observation purposes in its air attack program. Recently, the depart
:rp.ent has obtained two more Skymasters at no cost. These aircraft were 
declared surplus by the U.S. Customs Service. Last summer the depart
ment also obtained its fourth aircraft, a twin-engine Beechcraft, which was 
declared surplus by the U.S. Forest Service. 

The department has not responded to our request for information iden
tifying how much is (1) being spent in the current year and (2) budgeted 
in 1983--84, for support of aircraft operations out of the Sacramento Execu
tive Airport. In lieu of the COSt data, however, the department has pro
vided copies of certain internal records (primarily extracted from flight 
logs) showing the dates, destinations, purposes, passengers, aircraft type, 
and flight time covering the use of its own and chartered aircraft in 1980, 
1981, and 1982 (through November). It has also provided us with a copy 
of an internal 1980 study on the use of rented and state-owned aircraft. 

Use of CDF Aircraft. The 1980 study shows that in calendar year 1980 
(before CDF obtained the two additional Cessnas and the Beechcraft 
Baron from the federal government) , the department logged a total of 630 
flight hours, costing $77,541. This consisted of 490.9 hours involving the use 
of leased aircraft costing between $85 and $170 per hour, and 139.2 hours 
involving the use of state-owned aircraft. The average cost of using the 
department's Cessna 337 Skymaster in 1980 was $119 per hour. None of 
these .costs, however, include the expense for pilot services because the 
aircraft were flown by qualified CDF air operations staff. 

According to the department, 86 percent ($66,156) of the 1980 flight 
time was for support of air operations, and 14 percent ($11,105) was for 
"administrative (executive) transportation." Part of the 14 percent was 
attributed to air transportation services provided to other personnel and 
state agencies on a reimbursed basis. Comparable cost information for 
aircraft use during calendar years 1981 and 1982 has not been calculated 
by the department. However, utilizing flight log information supplied by 
CDF air operations staff, we have estimated that aircraft use in. 1981 
totaled 470 hours of flight time, at a cost of $54,215. For calendar year 1982, 
we estimate that the department utilized 647 hours of flight time, at a cost 
of $78,236. The estimate for 1982 was made by projecting costs during the 
first 11 months of the year through December (54 hours per month at $121 
per hour). None of the expenditure information includes the cost for 
maintenance of the four state aircraft or hangar rental at Sacramento 
Executive Airport. 

Findings. Based on the information supplied by CDF, we estimate that 
use of aircraft decreased by 25 percent in 1981 and increased by 38 per
cent, or. 179 hours of flight time, in 1982. The 1982 increase in flight time 
resulted in a 44 percent increase in expenditures (up $24,021) for opera
tion of state-owned and leased aircraft. This increase occurred despite 
action by lhe Legislature to reduce travel costs by 25 percent. 

The increased use of aircraft by the department appears to have oc
curred, in part, because of the three aircraft added to the department's 
fleet. The three planes increase the availability of aircraft to department 
management in Sacramento. 

Our review also found numerous instances in which state-owned or 
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leased-airplanes were used for executive transportation to areas of the 
state that (1) are within one-to-two hours' driving distance, or (2) are well 
served by commercial airlines. For example, we found that Forestry has 
frequently used its own or leased aircraft (piloted by CDF personnel) for 
flights costing hundreds of dollars that transported one or two executives 
to destinations such as Eureka, Redding, Napa, Oroville,Oakland, San 
Jose, Monterey, Fresno, and the Los Angeles area. One-way commercial 
plane fares to all of these destinations are less than $100. 

In the course of our review, we also identified instances in which state
owned or state-leased aircraft were made available to the Resources 
Agency,other state departments and commissions, and other persons with 
no apparent charge. To the extent that CDF has not billed the responsible 
agency or department for the costs of these trips, it is likely that these costs 
were improperly charged to Forestry programs, such as air attack opera
tions. 

State Policy Unclear. In our judgment, the State Administrative Man
ual (SAM) does not provide adequate guidance concerning use of state
owned aircraft. The only limitation on such use is contained in Section 747 
which authorizes the rental of aircraft (1) only when it is clearly necessary 
or in the best interest of the state and (2) subject to the approval of the 
head of the agency renting the airplane. Advance approval by the Gover
nor's office is required if the rented aircraft is (1) multi-engined, (2) 
single-engined with in excess of 250 horse power, or (3) a special type of 
aircraft, such as a helicopter or seaplane. Agency requests for approval 
m:ust be submitted in memo form to the Governor's office, and must 
clearly explain the nature, cost, and necessity for the aircraft rental. 

No limitations, however, are provided by SAM with respect to use of 
state-owned aircraft. 

The Department of Forestry has authorized the use of deI>artment
owned or leased aircraft for 17 specified purposes, including fire detection, 
airtanker operations or coordination, reconnaissance of wildfires, air trans
'port of fire crews, technical supervision and coordination of the CDF air 
program, and training, among others. CDF policy also authorizes use of 
aircraft "to carry out the department's responsibilities to respond to emer
gencies." No written policy, however, governs the use of aircraft by air 
operations staff or for executive and other transportation purposes. We are 
advised, however, that the department has an informal policy requiring 
that all trips within a two-hour driving distance be made by vehicle. 

Recommended Action. In our judgment, neither the SAM nor CDF's 
internal policies. are sufficient to effectively limit the use. of aircraft for 
executive and other travel. This conclusion is borne out by the fact (1) 
available records appear to indicate excessive use of state-owned and 
state-leased aircraft, and (2) despite the provisions included in the 1981-82 
Budget Acts aimed at reducing state travel by 25 percent, we could find 
no evidence that the department's use of aircraft for executive transporta
tion has been reduced in any way. If anything, executive and other uses 
of departmental aircraft appear to be on the increase. 

We believe that the department needs to (1) reduce or eliminate use 
of aircraft for executive transportation purposes, particularly to destina
tions within short driving distances or those that are well-served by com
mercial airlines, and (2) require reimbursements for all aircraft 
transportation provided to employees of other state agencies and depart
ments. In addition, it appears that the existing provisions of the State 
Administrative Manual are inadequate in controlling use of state-owned 
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aircraft. We recommend therefore that the Legislature adopt the follow
ing supplemental report . language: 

"1. The Department of Forestry shall not utilize leased or state-owned 
aircraft for transportation of its executives to destinations within a two
hour or less driving distance or well-served by commercial airlines. This 
limitation shall not apply to air operations staff in performance of their 
official responsibilities for the airtanker or helitack programs. All use of 
aircraft by other state agencies or departments shall be billed by the 
department at full cost, including the expense of any pilot services 
provided. Such us'e of aircraft by other than air operations personnel 
within the department shall be charged to the appropriate program or 
activity. 
2. The department shall report to the Joint Legislative Budget Commit
tee by. October 1, 1983, on the measures it has taken to (a) reduce 
aircraft use for executive transportation purposes, (b) secure reim
bursement for all use of CDF-owned or leased aircraft by other state 
agencies and departments, and (c) ensure that these aircraft are not 
used to transport individuals on personal or nonstate business. 
3. The Department of Finance shall revise the State Administrative 
Manual· (SAM) to provide management control and guidance for uses 
of state-ovvned aircraft for transportation of personnel." 

DEPARTMENT OF FORESTRY-CAPITAL OUTLAY 

Item 3540-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. R 70 

Requested 1983-'84 ......................................................................... . 
Recommended approval ............................................................... . 
Recommendation pending ........................................................... . 

$2,300,000 
356,000 

$1,944,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Region II Headquarters, Redding. Withhold recommen

dation on $251,000 for preliminary plans and working draw
ing funds, pending an agreement with the federal govern
ment providing for long-term use of federal property. 

2. Forest Fire Station---,-Redding. Withhold recommendation 
on construction funds of $981,000, pending completion of 
preliminary plans. 

3. Air Attack Base Reconstruction-Redding. Withhold rec
ommendation on $76,000 for preliminary plans and working 
drawing funds for airport repairs pending an agreement 
with the federal government providing for long-term use of 
federal property. 

4. Air Attack Base-Columbia. Withhold recommendation 
orr $243,000 for working drawings and construction of im
provementsto the loading area, pending completion of pre
liminary plans. 

Analysis 
page 
564 

565 

565 

566 
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5. Auto Shop Replacement-Perris Headquarters. '. Withhold 566 
recommendation on $393,000 for construction of new auto 
shop repair facilities, pellding completion of preliminary 
plans. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes $2,300,000 from the General Fund, Special Ac

count for Capital Outlay, for various projects for the California Depart
ment of Forestry (CD F). Table 1 summarizes the 'department's 1983--84 
capital outlay program and our recommendations. . 

(a) 
(b) 
(c) 
(d) 

(e) 

(f) 
(h) 
(i) 

Table 1 

Department of Forestry 
Capital Outlay Projects 1983-84 

Item 3540-301-4)36 ' 
(in thousands) 

Budget 
Bill 

Project Title Location Phase" Amount 
Fernwood Helitack Base .............. Humboldt Co. a $35 
Redding Region II Headquarters Shasta Co. pw 251 
Redding Forest fire Station ........ ShaSta Co. e 981 
Redding Air Attack Base Recon-
structiQn ............................................ Shasta Co. w 76 
Columbia Air Attack Base loading 
area .................................................... Tuolumne Co. ,we 243 
Perris Headquarters Autoshop· .... Riverside Co. e 393 
Opportunity Purchases .... , ............. Statewide a 15 

Minor Projects ..................... , ............ Statewide pwc 306 --. 
Totals .................................................. " $2,300 

Analysts 
Proposal 

$35 
pending 
pending 

pending 

pending 
pen!ling 

.15 
306 

pending 

Estimated 
Future Cost b 

unknown 

$659 

$659 

• Phase symbols mdicate: a = acquisition, p' =; pretimmary plans, w = workmg drawfugs and 
c = construction' ' , 

b Department estimate 

Fernwood Helit,ack Ba!le 
We recommend approval of acquisition funds for the Fernwood Heli

tack base. 
Th~ b~dget includes $35,000 under Item 3540"301.-036(a) for acquisition 

of a slte m Humboldt County for the Fernwood Helitack base. These funds 
would reJ?lace $35,000 appropria~ed in. the 1980 Bud~et Act that were 
reverted m the 1982 Budget Act, morder to help aVOlda General Fund 
deficit. The acquisition is needed because the previous helitack base site 
was inaccessible and foggy. A replacement site has been leased since 1980, 
at a cost of $2,400 armually. The $35,000 will be used to purchase the site 
in 1983--84. 

Our ,an. alysis in .. di.cates that the proposedacq.uisition is needed, and we 
therefore recommend approval of the requested funds;. We note, howev
er, that deferral of this prOject has resulted in additional costs to the state. 
The lease agreement on the existiilg site contains a purchase option provi
sion which would have allowed the state to buy the property for $29,400 
on September 1, ,1982. Although acquisition funds were appropriated so 
that the state coul~ exercise the option, these funds were subsequently 
reverted at the request of Department of Fiilance, on the basis that acqui-
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sition could be deferred without adverse consequences. Contrary to the 
Department of Finance's stipulation, however, the state can no longer 
purchase the property at the previously negotiated option price. The 
property must now be acquired through n~gotiations with the leas or, at 
an additional cost to the state. 

In the future, we recommend the Department of Finance advise the 
Legislature of projects which involve exercising purchase options, and 
indicate the option dates so that the Legislature can assure that the state 
takes advantage of these options at the proper time and thereby minimize 
acquisition costs. 

Region II Headquarters Planning Funds 
We withhold recommendation on Item 354()'301-036(b)~ $251~OOO for 

preliminary plans and working drawings for a new Region II headquarters 
in Redding, pending receipt of additional information assuring the availa
bility of the federal property on which this facility is to be located. 

CUrrently, the Department of Forestry's Region II headquarters is locat
ed in facilities leased from the City of Redding. The lease expires in June 
1985 and the city will not renew it. The budget proposes $251,000 for 
preliminary plans and working drawings to construct a new Region II 
headquarters at the Redding airport, as part of a joint administrative 
complex with the U. S. Forest Service. The estimated future cost for 
constructing the state portion of the proposed joint facility is $1,319,000. 
The department indicates that co-locating with the Forest Service will 
allow establishment and operation of a joint dispatch and emergency 
command facility. Such joint facilities currently are·operating at the Inyo
Mono Ranger Unit headquarters and at the Region VI headquarters in 
Riverside. The existing joint facilities have proven beneficial in coordinat
ing activities of state and federal agencies. 

Given the fact that the existing Region II headquarters must be relocat
ed, the department's proposal to co-locate with the U. S. Forest Service is 
a cost-effective solution, as well as one which will enhance program deliv
ery. The department however, has not provided adequate information to 
assure the Legislature that (1) the federal property is available for long
term state use, (2) adequate federal funds are available to pay for site 
improvements necessary to make the state-funded project operable, and 
(3) the cost of the proposed facility is reasonable. 

Property Should Be A vailable Under Long-Term Lease. It is unfortu
nate that the department is unable to renew. the lease on the existing 
Redding facility. The department should insure that a similar situation 
does not occur in the future with respect to the federal property where 
the proposed facility is to be located. A lease of at least 25-years' duration 
should be negotiated with the federal government to protect the state's 
investment. 

State Project Dependent on. Federally Funded Improvement. The 
state-funded project assumes that the federal government (presumably 
through the U. S. Forest Service) will pay for all-or some portion of
necessary landscaping, parking, utilities, and the common building areas 
to be u.sed by both CDF and Forest Service personnel. The exact cost 
sharing arrangement will be subject to negotiation. If the jointly funded 
work is not accomplished, CDF would not be able to occupy the new 
state~funded building. We have asked the department to provide an ex-
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ecuted agreement with the U. S. Forest Service, indicating that federal 
funds are available to pay for the needed improvements. 

Project Cost Uncertain. Finally, the department indicates that the 
design of the proposed facility has not been completed; and that the Office 
of State Architect currently is reevaluating its proposed schematic design. 
This may result in an adjustment to the proposed C()st for this facility. 

Pending completion of an agreement with the federal government al
lowing construction of the proposed state facility and development of 
schematic budget plans for the proposed facility, we withhold recommen
dation on the request. for preliminary plan and working drawing funds. 
The department indicates that the needed information will be available 
prior to legislative hearings on the budget. 

Redding Forest Fire Station 
We withhold recommendation on Item 3540-301-036(c)~ $981~OOO for 

construction of a new forest fire station in Redding, pending receipt of (1) 
infoanation assuring availability of federal property for this facility and 
(2) completed preliminary plans. 

The budget includes $981,000 under Item 3540-301-036 (c) for construc
tion of a new forest fire station in Redding. Preliminary plans and working 
drawing funds in the amount of $55,000 were appropriated for tl::tis project 
in the 1982 Budget Act. The existing Redding forest fire station is leased 
from the City of Redding, and the city will not renew the lease agreement. 
Construction of a new facility at the Redding airport, on land leased at no 
cost from the federal government is proposed. 

We have the same concerns regarding this project as we have with 
respect to the proposed Redding Region II headquarters project. An 
agreement with the federal government making the land available for 
long-term state use is needed to protect the state's investment. 

Moreover, we have not received adequate information to substantiate 
the requested construction funds. Preliminary plans, however, are sched
uled to be completed prior to legislative budget hearings. 

We withhold recommendation on Item 3540-301-036(c), pending re
ceipt of the needed additional information. 

Redding Air Attack Base Reconstruction 
We withhold recommendation on Item 3540-301-036(d), $74000 for pre

liminary plans and working drawings to reconstruct the air attack base at 
Redding, pending receipt of an agreement permitting long-tean state use 
of facilities to be improved at state expense. 

The Department of Forestry jointly operates an air attack base with the 
U. S. Forest Service at the Redding airport. The CDF and the Forest 
Service use the storage tanks, mixing and pumping equipment, loading 
pits, and parking areas for aircraft assigned to the facility. The department 
proposes construction of various improvements, including $1,035,000 for 
new paving of taxiways and parking to accommodate 10 large airplanes 
(such as C-130's), $132,000 for improvements to existing water, sewer, 
electric, and telephone systems, $133,000 for a shop and hangar facility, 
and $20,000 in miscellaneous improvements. Architectural and engineer
ing services related to these facilities are estimated at $150,000, indicating 
a total project cost of $1,470,000. The department proposes that the project 
be jOintly funded, with the state and federal governments participating on 
a 50-50 basis. The estimated state share for the total project is $735,000. 
Item 3540-301-036 (d) includes $76,000 for preliminary planning and work
ing drawings. 
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While we agree that it is beneficial for the department to operate joint 
facilities with the federal government, we do not believe that it is prudent 
for the state to invest substantial funds in repairing facilities which are not 
owned by the state unless there is a long-term use permit covering the 
facilities. The department is negotiating such an agreement with the fed
eral government for other state facilities at this site. The agreement with 
the U. S. Forest Service should also cover use of the Redding airport. 

Pending receipt of an appropriate agreement, we withhold recommen
dation on the $76,000 proposed under Item 3540-301-036 (d) . 

Architectural Planning Underway for Two Projects 
We withhold recommendation on construction fu,nds proposed for 

projects at Columbia and Perris because preliminary plans for these 
projects, funded in the 1982 Budget Ac~ have not been completed 

The budget includes a total of $636,000 in construction funds for two 
projects: . 

Columbia Air Attack Base. $243,000 is proposed under Item 3540-301-
036 (e) for construction of improvements to the Columbia air attack base 
in Tuolumne County. The department indicates that the use of larger fire 
fighting aircraft has resulted in damage to the asphalt paving at this base. 
The project proposes installation of new storm water drains and replace
ment of the asphalt surface with a material capable of withstanding the 
weight of the heavier aircraft. The 1982 Budget Act included $20,000 for 
preliminary plans and working drawings for this project. 

Perris Auto Shop. $393,000 is proposed under Item 3540-301 ~036 (f) for 
construction of a new auto shop facility at the Perris headquarters in 
Riverside County. The existing structure is inadequate to meet the depart
ment's needs for servicing vehicles assigned to this area. Preliminary plans 
and working drawings funds for· this project were included in the 1982 
Budget Act, in the amount of $21,000. 

We have not received adequate information to evaluate the construc
tion funds requested in the budget. The department indicates that prelim
inary plans for these projects currently are being prepared, and that the 
plans should be completed in February 1983. Accordingly, we withhold 
recommendation on the construction funds proposed under Items 3540-
301-036(e) and (f) pending receipt of preliminary plans and updated cost 
. estimates for these projects. 

Land Acquisition, Opportunity Purchases 
We recommend approval. 
The budget proposes $15,000 in Item 3540-301-036 (h) for land acquisi

tion by the Department of Forestry. These funds would be utilized to 
purchase property included in the department's capital outlay program. 
Appropriation of these funds would allow the department to proceed with 
these acquisitions as property becomes available. The proposed land ac
quisitions must be approved by the State Public Works Board. 

Minor Capital Outlay 
We recommend approval. 
The budget proposes $306,000 in Item 3540-301-036 (i) for 14 minor capi

tal outlay projects ($150,000 or less per project). The proposed projects 
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involve facilities for the Fernwood Helitack Base ($45,000), additional 
paving at air attack bases ($50,000) and minor improvements (such as 
barracks improvements, emergency generators, etc.) at various forest fire 
stations ($211,000). Our analysis indicates that the proposed projects are 
reasonable, and we recommend approval. 

Projects by Descriptive Category 
In The Budget for 1983-84: Perspectives and Issues, we identify a num

ber of problems that the Legislature will confront in attempting to pro
vide for high-priority stat~ needs within available revenues. To aid the 
Legislature in establishing and funding its priorities, we have divided 
those capital outlay projects which our analysis indicates warrant funding 
into tl1e following seven descriptive categories: 

1. Reduce the state's legal liability-includes projects to correct life 
threat~ning security / code deficiencies and to meet contractual obli
g;ltions. 

2. Maintain the current level of service-includes projects which if not 
undertaken will lead to reductions in revenue and/or services. 

3. Irp.prove state programs by eliminating program deficiencies. 
4. Increase the level of service provided by state programs. 
5. Increase the cost efficiency of state operations-includes energy con

servation projects and projects to replace lease space which have a 
payback period of less than five years. . . 

6. lncrease the cost efficiency of state operations-includes energy con
servation projects and projects to replace lease space which have a 
payback period of greater than five years. . 

7. Other projects-includes noncritical but desirable projects which fit 
none of the other categories, such as projects to improve buildings to 
meet current code requirements (other than those addressing life
threatening conditions) , utility / site development improvements and 
general improvement of physical facilities. . 

Individual projects have been assigned to categories based on the intent 
and ~coI?e. of each :project. These as~ignments do no~ reflect the priority 
that mdividual projects should be given by the LegIslature. 

We have recommended a total of $356,000 in capital outlay for the 
Department of Forestry. The major capital outlay projects recommended 
for funding are to improve programs (category 3) and the minor capital 
outlay projects fall generally under category 7. 

19-76610 
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Resources Agency 

STATE LANDS COMMISSION 

Item 3560 from the General 
Fund Budget p. R 72 

Requested 19~ ...... , ....................... , ............................... , .......... . 
Estimated 1982--83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$7,498,000 
7,655,000 
7,328,000 

Requested decrease (excluding amount for salary 
increases) $157,000 (-2.0 percent) 

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

SUMMARY OF MAJOR ISSUES AND RECPMMENDATIONS 
1. Preleasing studie~ .. Withhold recomme~datio~ on $346,000 

requested for enVIronmental ~d geolOgIC studIes related to 
potential leasing of additional tidelands for oil development 
until the commission provides additional information about 
the amount, cost, and tin:tin.g of the proposed work. 

2. Acquisition of Federal +-ands. Recommend adoption of 
Budget Bill language to 'pr04ibit the commission from 
spending the money designated for administration of fed-
eral oil-proqucing properties transferred to the state until 
the transfers are completed aIld the receipt of sufficient 
revenues from these lands to cover the state's cost of admin-
istration is reasonably assured. . 

3. Redq.ction of Legal Staff. Recommend that the commission 
report to the Legislature on the effect of reducing its legal 
staff by 7,5 positions ($346,000). 

GENERAL PROGRAM STATEMENT 

None 
$346,000 

Analysis 
page 

574 

576 

578 

The State Lands Commission is composed of the State Controller, the 
Lieutenant Governor, and the Director of Finapce. It is responsible for the 
management of sovereign statutory lands which the state has received 
from the federal government. These lands total more than 4,000,000 acres, 
and include tide and submerged lands, swamp and overflow lands, the 
beds of navigable waterways, and the state school land grant. 

The commission has the following major responsibilities: 
1. It leases land under its control for the extraction of oil, gas, geother

mal, and mineral resources. 
2. It exercises economic contrpl over the oil and gas development of the 

tidelands granted to the City of Long Beach. 
3. It determines boundaries and ownership of tide and submerged 

lands. 
4. It oversees other land management operations, including appraisals, 

surface leases, and timber operations, and maintains records concerning 
state lands. 

5. It administers tidelapd trusts granted by the Legislature to local 
governments. 

The commission's headquarters are in Sacramento. Oil, gas, and other 
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mineral operations are directed from an office in Long Beach. The com
mission has 250 authorized positions in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $7,498,000 from the General 

Fund for support of the State Lands Commission in 1983-84. This is a 
decrease of $157,000, or 2.0 percent, from current-year expenditures es
timated on a comparable basis. (The estimate of current-year expendi
tures has not been adjusted to reflect the 2 percent General Fund 
unallotment mandated by Executive Order D-I-83.) The decrease in fund
ing reflected in the budget makes no allowance for the cost of any salary 
or staff benefit increases that may be approved for the budget year. 

The commission proposes total expenditures from all sources of $10,719,-
000 in 1983-84. This amount is $241,000, or 2.0 percent, less than the $10,-
960,000 which the budget estimates the commission will spend during the 
current year. In addition to the proposed appropriation from the General 
Fund, the budget includes $3,221,000 in expenditures from reimburse
ments. Of this amount, $2,818,000 is for the cost of overseeing oil and gas 
operations at Long Beach. Chapter 138, Statutes of 1964 (First Extraordi
nary Session) authorizes the commission to fund its Long Beach opera
tions directly from tidelands oil revenue. This reduces the amount of 
tidelands oil and gas revenue available for distribution to various state 
fUnds pursuant to Section 6217 of the Public Resources Code. The other 
major reimbursement anticipated by the commission in 1983-84 is $320,-
000 from the Department of Forestry (Forest Resources Improvement 
Fund) to enhance the productivity of forested land parcels administered 
by the commission. 

Significant Budget Changes. Table 1 summarizes the commission's 
proposed budget changes for 1983-84, by funding source. Each of the 
major changes is discussed below. 

Preleasing Studies Expenditures in the current year include $425,000 
for environmental and other studies in anticipation of leasing state tide 
and submerged lands between Point Conception and Point Arguello for 
oil and gas exploration and development. These studies were used to 
prepare the environmental impact report adopted by the commission in 
connection with its decision to hold a lease sale for these lands. The budget 
proposes $250,000 for preleasing studies of the area between Point Argu. el-
10 and Point Sal in 1983-84. In addition, the budget includes one additional 
petroleum geologist and $50,000 of contract funds for the analysis of seis
mic data gathered by the oil industry under prospecting permits issued by 
the commission. 

Federal Oil and Gas Properties. Chapter 1030, Statutes of 1982, appro
priated $450,000 from the General Fund to the commission to contract for 
appraisals of federal oil and gas properties within California, and to hire 
additional staff to manage these properties if they are transferred to the 
state~ The commission is seeking. to acquire, on behalf of the state, these 
oil- and gas-producing properties from the federal government in lieu of 
lands within the Elk Hills Naval Petroleum Reserve to which the state has 
held an entitlement as state. school lands, but which have been retained 
by the federal government. As of January 1983, the Department of the 
Interior had not yet agreed to transfer any of these parcels to the state, 
and the State Lands. Commission had not spent any of the $450,000 appro
priated by Ch 1030/82. The budget includes $250,000 for 7 positions to 
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Table 1 

State Lands Commission 
Proposed Program. Chl!nges by Funding Source 

1983-14 
(in thousands) 

General Reim-
. Fund bursements Other 

1982-83B'tidget (Revised) ... ; ........... , .......................... f{,655 $3,164 $141 
L Completion of preleasing scientific studies for 

oil development between Point Conception and 
Point Arguello .......... , ................................................. 

2. Commencement of preleasing studies for oil de-
-425 

velopment between Point Arguello and Point 
Sal 
a: Geological hazard silrVeys .................. ; ............. 250 
h. Petrole.um geologist and contract funds. to 

evaluate seisinic data provided by industry .. 96 
3. Potential' transfer of Federal Oil Properties to 

the State 
a. One-time appropriation in 1982-83 for ap-

. prrusals of federal oil properties. to be trans-
ferred to the state. b •••••••••••••••••••••••••••••••••••••••••••• -200 

b. Continuation of7 positions to manage federal 
oil. properties when transferred to the 
state .. c ................. ; ........ ; ................... : ...................... ; (250) 

4. Add 2.insPectors to monitor increased ~g 
activity on state tidelands ..................................... 79 

5; Expiration of federal funds for wetlands bound~ 
ary deterinination (..c3 PY) .................................. -75 

6. Completion of Tahoe Shorezone Study .............. _66 d 

7. Reduce legal staff (-7.5 PY) ............. : ............. , .... -240 -106 
8. Merit Salary increases .................. ; ........................... 100 44 
9. Price increases artdminor adjustments .: .... : ....... 183 119 .-- --
T<;ltaJ 1983-84 Pr~posed Changes ..... ;., ......... ; ...... , ..... -'-,$157 $57 "7$141 
Total 1983-84 Proposed B'~dgeL ............................... f{,498 $3,221 

Item 3560 

ToW 
$10,960" 

-425 

250 

96 

-200 

(250) 

79 

-75 
-66 

-346 
144 
302 --

-$241 
$10,719 

" Does not reflect the ~ percent General Fund unaIlotrnent mandated i.>y ~ecutive Order 0-1-83, 
b Funds appropriated by Ch 1030/82. '" . 
C Funds for 1982-1!3approprlated by Ch 1030/82 and proposed for continuation in 1983-84 by the budget, 

so that no change in expenditure occurs; '. .' 
d Califonrla Environmental License P,iate Fm,ld. 

maI1ag~ the oil properties received by. the state. in the event' agreement 
is reached. The budget, however, do~s not include any contract funds for 
appraisals of the federal oil. and gas properties in 19~. The money 
appropriated for this purpose by Ch 1030 will not be available in 19~. 
, ' Worklol!d Increase to Monitor Drilling. Two inspectors and $20,000 for 
additional helicopter transportation are' being proposed so that the com
mission can monitor increased drilling activity on state tide and sub
merged lands in the Santa Barbara channel. Based on the number of 
drilling permits it has issued, theconimission expects the number of drill
ing vessels operating on state lands in the Santa Barbara channel to in
crease from' one in 1982-83 to three in 1983--84. The commission staff 
xpakes daily inspections of the exploratory drilling operations. 

Fede,-al Funds Expire. The budget reflects the ,discontinuation of fed-
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eral funding for wetlands boundary determiriations which the u.s. Fish 
and Wildlife Service has been providing to the commission. 

Reduction of Legal Staf£ The budget proposes to reduce the commis
sion's legal staff by 5 attorneys and 2.5 clerical positions. The commission's 
legal office currently has 13 attorney positions and 8.2 support and clerical 
positions, for a total of 2l.2 positions. Therefore, the proposed reduction 
would eliminate approximately one-third of the staff of the legal office. 
This reduction would result in a savings of $346,000 in 1983-84, of which 
$240,000 would accrue to the General Fund and the remaining $106,000 
would take the form of a reduction in reimbursements from Long Beach 
oil revenues. . 

Commission Oil ond Gas Revenues 
The commission receives substantial revenue from the development 

and extraction of oil, gas, geothermal energy, and other minerals on state 
lands. Most of this revenue is from oil and gas production on state tide and 
submerged lands along the coast of southern California. Table 2 shows the 
actual tidelands oil revenue received in 1981-82, and estimates of the 
revenue that will be received during 1982-83 and 1983-84. The table also 
includes figures on oil production, and illustrates how the state's revenue 
is determined. 

Long Beach Oil Production 
The largest portion of the state's oil revenue comes from tidelands 

granted to the City of Long Beach. The city oversees the day-to-day 
operations of the consortium of oil companies which produce the oil under 
the acronym of THUMS. The state receives the net profits from the sale 
of the oil after operating expenses, taxes, investments, and distributions to 
the oil companies and the city are deducted. In order to protect the state's 
substantial financial interest at Long Beach, the commission has the au
thority to approve development and operating plans and budgets. 

The commission's estimate indicates that the revenues from the Long 
Beach tidelands will be $243.1 million in 1983-84, a decrease of $113.6 
million from estimated current-year revenues of $356.7 million. There are 
three reasons for this reduction. 

First, refunds of past windfall profit tax payments have the effect of 
increasing current-year revenues by $53.8 million, compared with reve
nues in 1983-84. We discuss these refunds separately in the next section 
of this analysis. . 

Second, the commission's estimate assumes a $lper barrel decrease in 
the price of oil in January 1983, and an additional $1 per barrel decrease 
in July 1983. The effect of these reductions is to reduce the average price 
received at Long Beach by $l.62 per barrel in 1983-84, compared with the 
average price in the current year. This results in a revenue reduction of 
$39.7 million. . 

Third, the·commission estimates that oil production at Long Beach will 
decrease by 700,000 barrels in 1983-84, which reduces revenue by· $16.5 
million. 

Together, these three factors account for·a difference of $110 million 
between revenues in the current year and· revenues in 1983-84. 

Windfall Profit Tax Refund. Federal law generally exempts oil pro
duced on behalf of the state from the windfall profit tax. However, most 
of the oil companies at Long Beach have been paying the tax on that 
portion of the oil production which they receive as a reimbursement for 
the cost of operating and developing the field (cost recovery oil) . Because 
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Table 2 

State Lands Commission 
Tidelands Oil Revenue" 

1981-82 1982-83 
LongBeach Operations (Net Profits) Actual Estimated 
Oil production from state lands (millions 

of barrels) ................................................ 25.4 25.2 
Price per barrelb ............................................ $26.13 23.62 
Gross oil Revenue (in millions) .................. $663.5 $595.3 
Gas Revenue (in millions) .......................... 10.6 13.0 -- --

Total Gross Revenue .............................. $674.l $608.3 
Less (in millions): 

Operating expenses .................................... -159.2 -169.3 
Investment in production facilities ........ -52.4 -65.2 
City and State Administrative CostsC 

.... -12.4 -11.9 
Subsidence reserves and payments to 

cityd ............... ; ...................................... -7.8 -2.2 
THUMS profit and overhead .................. -22.5 -22.l 
Local Taxes .................................................. -16.4 -15.4 
Windfall Profit Tax .................................... -34.3 48.5" 
City share of profit .................................... -8.0 -8.0 
Adjustments .................................................. .9 _6.0£ 

--
Net Revenue to State (in millions) .. $362.0 $356.7 

Statewide Leases (royalty) 
Oil production ~millions of barrels) .......... 14.7 14.5 
Price per barrel ............................................ $26.40 $23.54 
Average state royaltyb .................................. 25.0% 26.8% 
Oil Revenue to State (in millions) ............ $96.9 $91.6 
Gas and Other Mineral Revenue (in mil-

lions) .......................................................... 6.7 6.3 -- --
Total Revenue (in millions) ........................ $465.6 $454.6 

Item 3560 

1983-84 
Estimated 

24.5 
$22.00 

$539.6 
13.0 --

$552.6 

-173.7 
-63.6 
-8.2 

-16.6 
-18.3 
-15.7 
-5.3 
-7.0 
-1.1 --

$243.1 

14.0 
$21.91 
17.6% 

$84.8 

6.3 --
$334.2 

• Revenues subject to distribution under Section 6217 of the Public Resources Code. Based on State Lands 
Commission estimate of January 4, 1983. 

b Weighted average. . 
C Includes reimbursements to the City of Long Beach and the State Lands Commission, a I-percent pro 

rata charge paid to the city on operating and investment costs of the Long Beach Unit, and assess
ments paid to the State Division of Oil and Gas. 

d Includes annual payment of $2 million into a subsidence contingency reserve. 
• This is a net revenue rather than a cost,due to the refund to the state of past Windfall Profit Tax 

. payments on the state's share of "cost recovery oil." 
£ Will be used to purchase additional drilling and production equipment pursuant to agreements with the 

Department of Energy, in lieu of penalties for alleged violation of previous price regulations. 

the state receives about 96 percent of the net profits from the oil produc
tion, in effect, the state pays for 96 percent of the production costs and 
therefore bears 96 percent of the windfall profit tax payments on cost 
recovery oil. Table 2 indicates that windfall profit tax payments reduced 
state revenue by $34.3 million in 1981-82 (including payments by the oil 
companies on their share of profits from the oil production). 

The Technical Corrections Act of 1982 (HR 6056) revises federal law to 
eliminate (retroactively) this windfall profit tax liability on the cost recov
ery oil attributable to the state. During the remainde:r ofthe current fiscal 
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year, the state will receive a "refund" of past windfall profit tax payments 
from THUMS. The THUMS companies will reduce their companywide 
withholding payment to the federal government by the amount of past 
payments attributable to the state's share of cost recovery oil. THUMS will 
transfer this savings to the state, which will receive it as additional oil 
revenue. The net impact of the federal legislation on state oil revenues is 
to increae 1982-83 revenues by about $80 million, and increase annual 
revenues in 1983-84 and in subsequent fiscal years by about $25 million. 
These additional revenues are included in Table 2. 

Santa Barbara Production 
In addition to Long Beach, the slate has leased tidelands for oil produc

.tion at Huntington Beach and along the Ventura and Santa Barbara coast. 
On these existing leases, the lessees pay a royalty to the state based on the 
value of the oil produced. The commission estimates that state revenue 
from these leases will be $84.8 million in 1983-84, a decrease of $6.8 million 
from estimated revenue in the current year. Projected oil price reductions 
account for $6.3 million of this revenue reduction. 

The commission has approved 11 permits for exploratory drilling on 
existing leases along the Santa Barbara coast and 2 permits for exploratory 
drilling along the Ventura coast. Although most of these leases already 
have wells drilled on them, the new exploratory operations will test new 
formations and locations. One of these exploratory operations has resulted 
in a major oil find by ARCO off Coal Oil Point in Santa Barbara County. 
ARCO estimates that it has found 60 million barrels of new oil reserves and 
the company is considering the installation of two additional ·offshore 
platforms to produce this oil. Production could begin as soon as June 1985. 

1982-83 Revenue Ahead of Estimate. The January 1983 price reduction 
of $1 per barrel assumed in the commission's revenue estimate did not 
take place. Actual revenue receipts to date have been running ahead of 
the estimate. The commission received during the first half of the year 68 
percent of the total Long Beach revenues and 58 percent of the total 
royalty revenues estimated for the year as a whole. If these trends contin
ue and oil prices stay constant, 1982-83 tidelands oil revenlles will be about 
$116 million higher than anticipated. However, the world oil market is 
very unstable, and price reductions greater than those projected by the 
commission are also possible. .. 

Under these circumstances, we believe the commission probably will 
receive at least the amount of revenue estimated for 1982-83, but the 
uncertainty surrounding the 1983-84 estimate may be as great as plus or 
minus $100 million. 

Commission Approves New Leasing. On December 23, 1982, the State 
Lands Commission approved a bid package to lease 40,000 acres· of state 
tide and submerged lands between Point Conception and Point Arguello 
for oil exploration and development. The schedule adopted by the com
mission called for bids to be received in August 1983, and for the lea.ses to 
be awarded within 90 days after receipt. Winning bidders will be selected 
on the basis of the highest percentage of net profits promised to the state. 
Instead of bonus payments, the winning bidders will be required to make 
fixed rental payments to the state in each of the first three years of the 
leases. These payments will total $102 million over the three-year period, 
assuming that all eight parcels are leased. The rental payments are divided 
into three annual installments totaling $34 million each. Therefore, tide
land oil revenues may increase by up to $34 million in each of fiscal years 
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198~, 1984-85, and 1985-86. This amount is not shown in Table 2. 

The state probably will not begin to receive any net profit income from 
these leases until at least 1989. This is because a minimum of four years will 
probably be needed to do the exploratory drilling and to construct and 
install platform and production wells. Mter production begins, initial 
revenues will be used entirely to pay the oil companies for their explora
tion and development costs (including accumulated interest). Only after 
the lessees recover all of their exploration and development investments 
will the state begin to realize any income from net profits. The state will 
not receive any income other than the initial rental payments if oil is not 
found in commercial quantities. The commission staff estimates that stipu
lations included in the proposed leases to reduce the hazard of oil spills 
and to mitigate various environmental impacts will reduce net profits by 
approximately $83 million over the 20-year life of the leases. 

Geothermal Revenues. In addition to tidelands oil revenues, the com
mission receives about $13 million in land rentals and revenue from "state 
school lands." These are lands which were granted by the federal govern
ment to the state in 1853 to help support education costs within the state. 
These revenues are deposited directly into the General Fund. 

The largest component of these General Fund revenues comes from 
geothermal leases on former state school lands at The Geysers, where the 
state sold the land but retained the mineral rights. The commission esti
mates that its geothermal revenues will be $9.7 million in 1983-84, an 
increase of $1.1 million from estimated revenues of $8.6 million during the 
current year. 

Commission Plans Additional Leasing 
We withhold recommenation on $34~OOO (oneposition and $3~OOO of 

contract funds) requested for environmental and geologic surveys and 
analyses related to the potential leasing of additional tide and submerged 
lands for oil production~ until the commission provides additional informa-

. tion about the amoun~ cos~ and timing of the work to be done. 
During 1983-84, the commission plans to begin work to lease the 

northernmost 70,000 acres of state tide and submerged lands along the 
Santa Barbara County coast between Point Arguello and Point Sal. Oil 
companies now are conducting a considerable amount of exploratory drill
ing on federal leases outside of the state's three-mile jurisdiction from 
Point Conception northward to areas offshore southern San Luis Obispo 
County. Chevron and Texaco have made major discoveries on their fed
eral leases between Point Conception and Point Arguello. Some of the 
oil-bearing structures in this area may straddle the boundary between 
state and federal waters, so that wells drilled in the federal waters could 
drain oil lying Underneath state lands. The state can seek equity agree
ments with the federal government to share the revenue from oil-bearing 
structures that cross the three-mile limit, but the state's share of oil pro
duction would be difficult to determine without adequate information 
from wells drilled on state lands. 

The budget includes $250,000 for geohazard and cultural surveys of the 
area between Point Arguello and Point Sal in 1983-84. These are shallow 
seismic surveys (as opposed to deep seismic surveys, which are designed 
to locate oil-bearing formations), and are intended to locate faults or 
unstable bottom conditions which could pose a hazard to drilling opera-
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tions, and to locate any shipwrecks or other objects of historic interest. It 
is not clear whether the amount requested will be sufficient to perform 
all of the work. The cost of a similar survey covering the 40,000 acres 
between Point Conception and Point Arguello was $225,000. If the cost per 
acre remains constant, the commission will need almost $400,000 to survey 
the 70,000 acres between Point Arguello and Point Sal. 

The budget proposes to defer biological surveys of the area until 1984-
85. These surveys are needed to complete the environmental impact re
port which the commission must adopt prior to a decision to lease. The 
commission estimates that the biological survey will cost $200,000, and that 
preparation of the new environmental impact report will cost an addition
al $400,000, so that a total of $600,00 of additional money will be needed 
in 1984-85 or later to complete the environmental, geohazard, and historic 
surveys and analyses required prior to leasing. 

The budget also includes $96,000 for the analysis of data from industry. 
seismic surveys. The $96,000 will provide one additional petroleum geolo
gist to the commission and $50,000 of contract funds to hire outside con
sultants to analyze the data. Anyone conducting seismic or other 
geophysical studies to locate minerals on state lands must obtain a permit 
from the commission. These permits require the permittees to share the 
data they gather with the commission on a confidential basis. However, 
permittees do not provide the commission with their interpretation of the 
data. 

The commission uses the results of deep seismic surveys for two pur
poses: (1) to establish lease parcel boundaries that are consistent with the 
locations of the potential oil-bearing structures and (2) to estimate the 
potential oil reserves in the lease area so that it can decide whether leasing 
is jusitified and establish a minimum bid. 

Quitclaim Parcels. In addition to the new leases north of Point Con
ception, the commission is also preparing to lease four other offshore 
parcels which previously were leased but have been quitclaimed by the 
original lessees. Three of these parcels are between Point Conception and 
Santa Barbara, and the remaining parcel is south of Oxnard. These parcels 
were quitclaimed in the early 1960s and 1970s. However, subsequent in
creases in the price of oil may make these parcels economically attractive 
now. Moreover, the previous lessess did not test a formation (the Monte
rey Zone) that is now known to be a major oil producer. 

The commission currently plans to lease these parcels on the basis of the 
highest bonus bid, with a fixed royalty scale. However, leasing cannot 
proceed until environmental impact reports are completed for each of the 
parcels. The commission estimates that approximately $250,000 will be 
needed to complete these reports and associated studies. Money available 
in the current year may be used to fund this work. Approximately $225,000 
remains unexpended in the current year from the $425,000 appropriated 
for preleasing studies of the area between Point Conception and Point 
Arguello. The budget does not include any money in 1983-84 for leasing 
the quitclaimed parcels. 

We withhold recommendation on the $346,000 requested for the leasing 
program, pending further discussions with the State Lands Commission to 
resolve the following issues: 

1. Whether the $250,000 provided by the budget is sufficient to com
plete the geohazard and historic survey work for the area between Point 
Arguello and Point Sal. 

2. Whether the biological survey could be conducted in 1983--84 in or-
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der to accelerate the leasing schedule and provide the state with addition
al oil revenues at im earlier time. 

3: How the commission will conduct the leasing of the four quitclaimed 
parcels. 

Acquisition of Federal Lands 
We recommend adoption o.f Budget Bill language to prohibit the ex

penditure of funds available to the commission for the management and 
administration of federal oil- and gas-producing lands unless (1) these 
lands have been transferred to the state and (2) the receipt of sufficient 
revenue from these lands to cover the commissions cost of administration 
is reasonably assured. 

The State Lands Commission currently is negotiating with the Bureau 
of Land Management and the Department of the Interior to acquire 
32,000 acres of Ilonmineral federal lands and an additional 30,000 acres of 
federal lands with identified mineral potential. These lands would be 
acquired by the state at no cost, in lieu of other lands which the state was 
at one time entitled to receive from the federal government. In 1853, the 
federal government generally granted the state two sections of every 
township for the support of schools. Whenever these sections of land were 
retained by the federal government or were otherwise legally unavailable 
to California, the state was entitled to select other federal lands in lieu of 
the withheld parcels. Prior to congressional action during the 1960s, 
however, federal law made this in-lieu selection difficult. 

During the mid-1970s, the State Lands Commission inventoried the 
lands withheld by the federal government iil California and began 
negotiations with the Department of the Interior to make in-lieu selec
tions from other federal lands, primarily lands administered by the Bureau 
of Land Management. The commission and the department have agreed 
that the state is entitled to at least 32,000 acres of nonmineral land. The 
classification of the in-lieu lands between mineral and nonmineral de
pends on whether the lands that were withheld from the state have identi
fied mineral resources. Although the state is entitled to 62,000 acres of 
federal land, the total value of the in-lieu lands cannot be greater than the 
value of the parcels that were withheld, so that the total acreage acquired 
by California ma.y be less than the amount of acreage withheld. 

As a result of this selection process, the commission will acquire from 
the Bureau of Land Management in February 1983,6,500 acres of timber 
land near Covelo in Mendocino County, and approximately 1,300 acres of 
land leased for the production of geothermal steam at The Geysers. The 
Union Oil Company has drilled commercial wells on the geothermal lands, 
but the state will not begin to receive royalty revenue from the land until 
a power plant is built to use the steam. 

Elk Hills Parcels. Two of the sections of land which were retained by 
the federal government are located within the Naval Petroleum Reserve 
at Elk Hills in Kern County. These lands contain an estimated 60 million 
barrels of oil reserves worth $1.5 billion at a price of $25 per barrel. The 
commission has proposed to the Department of the Interior that other 
federal lands which have been leased for oil production should be trans
ferreo to the state in lieu of the Elk Hills parcels. In order to receive lands 
equal in value to the Elk Hills parcels, the state would take over federal 
leases producing approximately 90 percent of the total amount of oil pro-
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duced on all federal leases in California (excluding offshore federal 
leases) . 

Under existing federal law, the state now receives one-half of the reve
nue received by the federal government from mineral leases in California. 
The budget estimates that the state will receive $23,890,000 of federal oil 
and gas revenues in 19~. Although this money is depositedin the State 
School Fund pursuant to Section 12320 of the Education Code, the effect 
is the same as if it were deposited in the General Fund. This is because 
the federal oil and gas revenues reduce the amount of money transferred 
from the General Fund to the State School Fund on a dollar-for-dollar 
basis. If the State Lands Commission acquires these federal leases, the 
state will receive all, rather than one-half, of the revenue they produce. 
The result would be an increase of about $24,000,000 in General Fund 
revenues annually. In-lieu lands acquired by the commission take on the 
character of state school lands. All of the revenue produced by state school 
lands is deposited in the General Fund pursuant to Section 6217.5 of the 
Public Resources Code. 

Chapter 1030, Statutes of 1982, appropriated $450,000 from the General 
Fund to the commission for the appraisal, selection, and management of 
oil- and gas-producing federal lands which the commission expected to 
receive in . lieu of the Elk Hills parcels. The commission intended to use 
approximately $200,000 of the amount approI>riated to pay for appraisals, 
and the remaining $250,000 to hire up to lO adaitional people to administer 
the oil and gas properties after the commission took possession of them. 

The commission is requesting $250,000 in 19~ for seven positions to 
manage these oil and gas lands. Our analysis indicates that this request is 
premature. The Department of the Interior has not agreed that the com
mission is entitled to select producing mineral lands in lieu of mineral 
lands which were withheld from the state school land grant. The depart
ment has agreed to the commission's selection of geothermal lands at The 
Geysers because there is no power plant to use the steam from the wells 
on this property and, therefore, there is no current production. 

As of January 1983, the .commission had not spent any of the appraisal 
money or hired any of the new staff. At the time this Analysis was pre~ 
pared, the commission still was seeking an agreement with the Depart
ment of the Interior. 

We cannot judge the likelihood that the commission and the depart
ment will reach an agreement to transfer producing federal oil and gas 
properties to the state. If the transfer does take place, the commission will 
need the additional staff, and the additional cost of this staff will be greatly 
outweighed by the additional revenue received from the transferred 
lands. Otherwise the money should not be expended. Therefore, we rec
ommend that the Legislature adopt the following Budget Bill language for 
Item 3560-001-001 to ensure that none of the money for the requested new 
positions is spent unless the proposed transfer is consummated: 

"Provided that $250,000 of the amount appropriated by this item shall 
be eXI>ended only for the management and administration of producing 
oil and gas properties transferred to the state by the federal government 
in lieu of lands withheld by the federal government from the state 
school lands grant. 

"Provided further that the commission shall not spend any of this 
money until a transfer has been completed and the expected increase 
in net annual revenue to the General Fund from the transferred lands 
exceeds the amounts to be expended by the commission for manage
ment of the land." 
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Reduction of Legal Staff 
We recommend that the commission report to the Legislature prior to 

budget hearings on the effect that the proposed reduction in its legal staff 
will have on the commissions operations. 

The budget proposes to reduce the commissions legal staff by 5 lawyers 
and 2.5 support positions, for a savings of $346,000 .. Of this amount, approxi
mately $240,000 is a savings to the General Fund and $146,000 will take the 
form of a reduction in reimbursements to the commission from tidelands 
oil revenue. (The budget does not specifically distribute the reduction 
among funding sources, so we have f!"orated the reduction, based on the 
proportion of the commission'stota budget supported by each of these 
two funding sources.) This reduction would eliminate about one-third of 
the commission's current legal staff of 13 lawyers and 8.2 support staff. 

Some functions of the legal staff relate to negotiating leases and con
tracts which produce revenue and to litigation which protects the state's 
economic interests in disputes which arise from the commission's reve
nue-producing activities. In addition, the legal staff takes part in the settle
ment of title and boundary disputes and the preservation of the public 
trust over state lands. No budget change proposal or other evaluation of 
the effect of this proposed reduction was available at the time this Analysis 
was prepared. Therefore, we recommend that the commission report to 
the Legislature on the effect. of the reduction. 

SEISMIC SAFETY COMMISSION 

Item 3580 from the General 
Fund and the California Envi
ronmental License Plate Fund Budget p. R 78 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 a ....................................................................... . 

Actual 1981-82 ................ ~ ................................................................ . 
Requested decrease (excluding amount for salary 

increases) $1,129,000 (-63.5 percent) 
Total recommended reduction ................................................... . 

$649,000 
1,778,000 

951,000 

None 

a The total estimated expenditure for 1982-S3 does not reflect the 2 percent unallotment directed by 
Executive Order 0·1-83. . 

1983-84 FUN pING BY ITEM AND SOURCE 
Item Description 
3580·()()l'()()l-Support 
3580'()()1·140-Support 

Total 

Fund 
General 
California Environmental· 
License Plate 

Amount 
$379,000 
270,000 

$649,000 
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.. Analysis 
SUMMARY OF MAJO~ ISSUES AND·RECOMMENDATION$ page 

1. Earthquake Edllcatiort Program. . Recommend enactment 580 
of legislatiort to extend termination date of pilot program 
delayed by contracts freeze; . 

GENERAL PROGRAM STATEMENT 
The Seismic Safety Gommission .was established to improve earthquake 

safety in California. It does so by providing a consistent policy framework 
for earthquake-related programs,and by coordinating the administration 
of these prograIhsby governmental agencies. The 17 ~member commission 
performs policy studies, reviews programs, and conducts hearings. on 
earthquake safety. It advises the Legislature and the Governor on legisla
tive proposals, state budgets and grant proposal~ related to seismic safety, 
and advises federal agencies on the scope, impact and priorities of national 
earthquake research and hazard reduction programs. The commission 
also advises the. Division of Mines and Geology relative to the Alquist
Priolo Special Studies Zone Act and the Strong Motion Instrumentation 
Program, Existing. law calls for the ·commission to cease operations ·in 
January 1986. 

The commission has 23 authorized positions in the current year. This 
includes 16 limited-term positions which expire on June 30, 1983. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes apwop~iations. of $379,000 fr.om the General Fund 

and $270,000 from the Califorrua EnVironmental LIcense Plate Fund for 
support of Seismic Safety Commission activities in 198~. This is a de
crease of $1,129,000,or 63 percent, from estimated current-year expendi
tures. This does not make any allowance, however,Jor any salary or staff 
benefit increases that may be approved for the budget year. Table 1 
summarizes the funding changes prqposed for the commission in 19~4. 
The major proposed changes are discussed below. 

Limited-Term Programs Concluded 
Two of the commission's programs are scheduled to be completed by 

the end of the current fiscal year, and no funds are included for these 
programs in the 1983--84 budget; ... . . ... 

Southern California Earthquake1';~paredness Project Chapter 1046, 
Statutes of 1980 (AB 2202), requit~sthe commission to initiate, with the 
assistance and participation of other state and federal government agen
cies, a comprehensive program to prepare the state for responding to the 
prediction of a major earthquake. The program has been implemented on 
a prototypical basis in a five-county metropolitan area in southern Califor
nia. The project has focllsed on developing a planning process for earth
quake preparedness and prediction. Planning partnerships, which ·will 
serve as models for future efforts, have been forrnedwith local govern
mental agencies and the private sector. Work has also been done on 
warning and communication systems and education and information pro
grams. It is anticipated that a total of $750,000 in General Fund money and 
$1,050,000 in federal funds will have been spent by the end of the pro
gram's three-year life. Current-year expenditures for the project include 
$343,000 from the General Fund and $644,000 in federal funds. Publication 
of project results is scheduled to occur between Marchand June of 1983. 
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Table 1 

Seismic Safety Commission 
1983-84 Budget Changes 

(in thousands) 

1982-83 Expenditures, Revised ............................ .. 
Baseline Adjustments: 

Personal services adjustments ........................... . 
Price increases ..................................................... . 
CALST ARS implementation ............................. . 
Completion of limited-term programs ........... . 

Proposed Program Changes: 
Earthquake Education Program ..................... . 
Statewide Pro Rata ........................................... ... 

1983-84 Expenditures, Proposed ......................... . 
Change 1983-84 over 1982-83 

Amount ................................................................... . 

General 
Fund' 

$895 

10 
5 
7 

-538 

379 

-516 

Federal 
Funds 

$644 

-644 

-644 

Environmental 
license Plate 

Fund 
$239 

-239 

250 
20 

270 

31 
Percent ................................................................... . -57.7% -100.0% 13.0% 

Item 3580 

Totals' 
$1,778 

10 
5 
7 

-1,421 

250 
20 

649 

-1,129 
-63.5% 

• The total estimated expenditure for 1982-83 does not reflect the 2 percent unallotment directed by 
Executive Order D-l-83. 

Emergency Task Force on Earthquake Preparedness. The Emergency 
Task Force on Earthquake Preparedness was established in 1981, and was 
funded for 1981-82 through the Office of Emergency.Services' (OES) 
budget. During its first year, the task force focused its efforts on identify
ing the issues and determining the magnitude of the problems associated 
with an earthquake catastrophe. 

The 1982 Budget Act transferred the task force's responsibilities and 
funding ($195,000 General Fund) from OES to the Seismic Safety Com
mission. Under the guidance of the commission, the task force has been 
concentrating on the questions of where and why response and recovery 
mechanisms will fail under specific earthquake assumptions, and what 
should be done to remove the deficiencies in existing response capability. 
Interim reports were due to the steering committee of the task force on 
February 1, 1983, but were unavailable for review prior to when this 
Analysis was prepared. Final task force recommendations for improving 
the state's response capabilities will be issued in June 1983. 

Earthquake Education Program 
We recommend the enactment of legislation extending the termination 

date for the earthquake education program so that the pilot projec~ which 
has been delayed by an administrative freeze on the signing of contracts, 
can be completed. . 

The budget proposes the expenditure of $250,000 from the California 
Environmental License Plate Fund for the second phase of work under 
the Earthquake Education Program. 

The California Earthquake Education Act of 1981 (Ch785/81) appro
priated $250,000 from the license plate fund and established pilot projects 
in Los Angeles, Alameda and Contra Costa Counties to develop, test and 
evaluate programs for earthquake safety education. The pilot projects are 

--_ .. --_._-
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intended to make informational material readily available to the general 
public through commurtityeducation and school systems. The act ex
presses legislative intent that following testing and evaluation in the pilot 
communities, the program· should be expanded statewide. 

Of the $250,000 from the Environmental License Plate Fund appropriat
ed by the act, $11,000 was spent in 1981--82 and $239,000 will be spent in 
1982-83. The .commission has contracted with the Lawrence Hall of 
Science of the University of California to develop a five-part program 
including introductory exhibits, "hands-on" instructional packages, 
checklists for home and community use, leadership training manuals, and 
limited testing and evaluation of the prototype components. This work 
should be concluded by June 1983. 

The $250,000 proposed in the budget for this program in 19~ is 
intended to complete the pilot projects established by Ch 785/81. The 
funds proposed for the budget year would be used to further test and 
reproduce the products developed in· phase one, to develop additional 
components, to produce films and videotapes on the cauSes and effects of 
earthquakes, and to develop dissemination strategies to ehsure that the 
information reaches the target audiences. . 

While the first phase of the pilot project will result in clearly definable 
products, we agree that further testing and evaluation should be done 
before the program is implemented statewide. The phase one products 
have received only limited testing in Alameda and Contra Costa Counties. 
The funds proposed for the budget year would allow testing in Los Ange
les County, as well as additional trials in the Bay Area. The funds would 
also be used to revise and expand the exhibits, instructional packages and 
checklists, based on the results of this testing. Additiohalleadership semi
nars will be held to train individuals to organize, plan and oversee pro
gram implementation. 

The phase two. effort will also include the production of lO films of 
varying length which will explore the scientific aspects of earthquakes, 
methods for studying earthquakes, their impact on rural and urbanpopu
lations, and ways of preparing one's home to resist seismic damage. These 
films will be made llvailable to school and community groups, and to cable 
and community television outlets. 

We recommend approval of the funds so that the program envisioned 
by the Legislature in enacting Ch 785/81 can be completed. 

Under the provisions of the Earthquake Education Act of 1981, the 
program ceases to exist on January 1, 1984. Implementation of the pilot 
project, however, was delayed for six months in 1982 due to an administra
tive freeze on certain contracts. We believe it is unlikely that the second 
phase of the work contemplated by the Legislature can be completed 
before January 1, 1984. For this reason, we recommend that legislation be 
enacted to extend the termination date for the program to July 1, 1984. 

Legislatively-Mandated Report 
The commission is required to report annually to the Governor and to 

the Legislature on its findings, progress and recommendations. relating to 
earthquake hazard reduction. Recent reports issued by the commission 
have described the commission's accomplishments, its ongoing activities 
for dealing with existing earthquake problems, and the tasks it anticipates 
performing in the next year. These reports have also contained reviews 
of all state agency expenditures related to seismic safety; 

Our analysis indicates that the report provides information that can be 
useful in evaluating the commission's progress and performance. 




