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Resources and Environmental Protection Expenditures®

Current and Constant Dollars
1985-86 through 1992-93"

Percent of General Fund Budget
2.5%

All State Funds (in billions)
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[ special Funds
1.61 General Fund
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1985-86 Dollars
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93
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3ncludes expenditures for departments and boards under both the Resources Agency and the
new Agency for Environmental Protection (Cal-EPA).

Data are for fiscal years ending in year shown




Resources Expenditures
By Major Program
1989-90 through 1992-93

All State Funds (in millions)

— == Department of Conservation

Department of Forestry
and Fire Protection

« « » Department of Parks
and Recreation

Department of Fish and Game/
Wildlife Conservation Board




Chart3 - -

Environmental Protection Expenditures
By Major Program
1989-90 through 1992-93

All State Funds (in millions)

- State Water Resources
Control Board

= = « Air Resources Board

Department of Toxic
Substances Controt

Integrated Waste
Management Board

Detail for 1989-90 and 1990-91 shown for illustrative purposes only. Department did not
become part of the state's environmental protection agency until the current year.







- |Resources and Environmental Protection Programs
_|Proposed Major Changes for 1992-93

$38 million for Beverage Container Recycling Program due to in-
creased recycling rates

$10 million reduction for emergency fire suppression costs

$15 million reduction for telecommuncations and air fleet equipment
purchases, and capital outlay project expenditures proposed to be
switched to new bond funding

$44 million reduction in local assistance and capital outlay support for
flood control projects proposed to be switched to new bond funding
($89 million in bonds)

$12.5 million for implementation of a used oil recycling program
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funds supportmg these programs For purposes of this revxew, we d1v1ded:‘
~ the funds into two categories: @) spec1a1 funds and park-related bonds
:(2) bonds for water programs - .

- Based on our review of the
jbond funds in the resources area, we conclude that, if the Legislature
 approves the Governor’s spending proposals, there will be little money
 available (1) in special funds for leg:slatwe pmortttes and (2) in park-relate .
';f'f]bond funds to start new park pro]ects - .

Chart 4 sumrnanzes the

ment. These funds can be ap

The budget proposes exp

Fund Condmons for Resources ‘
And Envnronmental Protechon

d

status of ma]or speczal funds and park-related ~

totals avaxlable, the Governor’s expendxturef

_ sproposals, and the reserve balances available for selected special funds and :
park-related bond funds. Below we discuss the status of mdrvrdual funds\ .
and provide some general comments. ~ . - -

. Outer Contmental Shelf Lands Act, Section 8@ Revenue Fund Revenues, .
 to this fund come from royalties and other payments for oil and gas recov-
- ered from submerged federal lands that are adjacent to California. The
_ revenue amount is determined by an agreement with the federal govern—f '

propriated for any purpose.

enditures totaling $22.6 million from the S(g) .
Revenue Fund for a variety of resources-related programs. This is an
__increase of $12.8 million above spending for resources programs in the
_ current year. The increase is due primarily to the discontinuation in the
budget year of a current-year transfer of $13 million to the General Fund for

nonresources programs, resultmg in an increase in funds avallable in the

Section 8(g) Revenue Fund in 1992-93.

The budget proposes no transfer from the Section 8(g) Revenue Fund to -

_the General Fund in 1992-93. Rather, the budget proposes a budget-year
transfer of $8.6 million to the Fish and Game Preservation Fund. Please see
_our analysis of Item 3600 for a discussion of the Department of Fish and -
' Game s proposal for use of these funds. ~




Chart 4
Selected Special and Bond Fund Conditions
Natural Resources and Environment

| Based on Governor’s Budget
- 11992-93

(in thousands)

. | SPECIAL FUNDS
Special Account for Capital Outlay® $61,829 NA

Outer Continental Shelf Lands Act,
Section 8(g) Revenue Fund® 10,459 NA

Environmental License Plate Fund 24,469 $40,302

Transfers to the Habitat
Conservation Fund (HCF) 3,451 NA

Public Resources Account, Cigarette
and Tobacco Products Surtax Fund
(CTPSF):

Fish and wildlife habitat 13,553 15,379 10,060

Parks and recreation 12,058 15,379 11,239

Transfers to the HCF 10,087 NA 6,500
Habitat Conservation Fund:

Transfer from the Unallocated
Account, CTPSF 12,788 12,363 12,363

Transfers from other funds (17,507) NA (17,750)

BOND FUNDS (by year)

State, Urban and Coastal Park Fund
(1976 Bond) $6,639 $4,929 $4,793

Parklands Fund of 1980 4,035 1,792 1,674
Parklands Fund of 1984 32,185 10,073 6,018

Fish and Wildlife Habitat
Enhancement Fund of 1983 5,951 2,517 —_

State Coastal Conservancy
Fund of 1984 4,445 1,193 1,100 938

California Wildlife, Coastal, and Pa[,k
Land Conservation Fund of 1988

Wildlife and Natural Areas
Conservation Fund of 1988 14,165 11,834 6,030 5,804

Transfers to the HCF (1,400) NA (4,100) NA
Totals, bond funds $92,994 $74,855 $44,124  $30,731

25,574 42,517 24,509 18,008

* Figures are for resources-related and environmental projects only.
Figures are for the bond allocations subject to Budget Bill appropriation only.
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: Capital Outlay Funds for’ft“hek;{Speciéi-A‘c‘,cquﬁtffbr“"f,
SAFCO) are derived from tidelands oil revenues. Money
 been appropriated for programs in many areas of state

for Capital

he budget proposes expenditures totaling $1.2 million from the SAFCO
r resources programs. This is a decrease of $60.6 million from estimated
‘current-year expenditures for resources programs from the SAFCO. The
decrease reflects the deletion of one-time spending in 1991-92. Please seeour

: 860 and Section 11.50 for additional discussion of SAFCO o

gislature has been able to use the PRA nd ELPF to.
ies after overnor’s. proposals.

considerin .
available in either the PRA or the ELPF to fut five priorities

03 if the Legislature approves the Governor’s spending proposals.
his is due to several factors. First, there are continued demands on these
inds. For example, the budget proposes transfers totaling $13.7 million from
he ELPF and the PRA to the HCF to satisfy the requirements of Proposition
17. Second, bond funds that have been used to fund projects that might
therwise be funded from the ELPF and the PRA are depleted, leaving the

Legislature very little maneuverability to shift projects to the bond funds to
up the ELPF or PRA for legislative priorities.

 Little Money Available for New Park Projects. Due to the voters’

rejection of the California Park, Recreation and Wildlife Enhancement Act of ;
0, and to depletion of existing bond funding sources, the Department of
arks and Recreation and the various state conservancies have little money -
vailable to start any new projects in 1992-93. Virtually all money available

ark

types of projects and specific geographic areas. This
ated to some degree because under Proposition 117, $30
‘ the HCF to fund a variety of habitat
for the most part, cannot be used.

heduled in the Govern

‘tha:t“pro\‘z‘id oéhs and‘:grka‘nité‘:‘tié
quality and water supply. These
water program, (2) water supply




Selected Water Bond Fund Conditions

Based on Governor’s Budget
992-93

(in thousands)

alifornia Safe Drinking Water Fund —
safe drinking water

| state Clean Water Fund — water supply

1984 State Clean Water Fund —
waste water treatment

1986 Water Conservation and Water
Quality Fund — water supply

988 Clean Water and Water Reclamation
Fund — water supply

| Water Conservation Fund of 1988 —
water supply

Totals

$101,360
18,898

106,888
69,490
41,159

43,127

$32,144
15,009

' 73,832

49,579
14,855

22,004

$69,216
3,899

33,156
19,911
26,304

21,123

$380,922

$173,599




chmg requlrement for. federal water pollutlonf

R ources and the Secretary for; |

~ requn'ed each year to recommend
g in the Governor’s Budget. For 1992-

‘ LPF for 62 projects and

Of thls amount the smgle largest'

e new agency: -
Control Board° (SWRCB) and the
Board. The -

¢ ncsév,rv ‘_'17‘? .

pply,grant and loan
fno 'eddlhonal bond‘, -

pro]ects, w111 have a*,' .
vious years thls fund,fi/’; o

989 the s state began ﬁsmg some of the money in. '

to the Legtslature at the time of -

cy‘adg inisters the Envxronmental -
from the ELPF for the seven

first two of these haveﬁ - :
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, In order to assist the Legrslature in (1) addressmg th
- financing of resource and environmental Pprotection pr
~ the 1992-93 budget and (2) developing a consistent &
__resource and environmental protection program
_ below a framework for determmmg the most appropriat

,fmancmg these programs ,

*,'Opﬂons for Fmoncing Resource and - |
: '_Environmentcll Protection Programs

There are three ma]or optrons for the state in fin ncm

__ environmental protection programs: (1) through the a
from general purpose funds (including the General und
~ bonds, and general environmental funds such as the En
Plate Fund, and the Public Resources Account, garett
~ Products Surtax Fund) or (3) from a combination of fees an
_ The appropriate financing optlon for any given program pe
ultimate purpose of the program or policy that is to be funded an
extent to which a direct link exists between the e’s p
discrete group of program beneficiaries. Each of hes 0 i
~ general funds, and a mix of fees and general funds (
~ We then assess the ‘advantages — and dlsadvantages
. varrous means to fmance program costs ‘

 gerer

. kFees Prowde Direct Link Between A P
r :’,kProgram and the Populohon It Serves

- Twobroad categones of resource and enviro
. ",often are fmanced through fee assessment

User Fees. Programs that provrde a d're

- populatlon or group can be financed by chargmg e pe
 directly benefit from these programs. These types of fees, callec

~ require that the people who benefit fromwa program

- [program. Some examples of user fees ‘

e Statepark fees. People that use the
_ fee. Revenue from the fees i is used
;mamtammg the state park syste

Vessel reg:stratton fees People w
required to register their vessels wi
‘Waterways and to pay a registration fee. R
C evelop and i 1mprove boatmg facrhtres an“ |

Sportfzshtng and huntmg fees.
‘fobtam a hcense to frsh or hunt in






issions of air pollutants and encourage people to buy less; -

der current law, people that dlspose of hazardous wastes are

om the surcharge are, used to

ankrupt ,
ot pay for a program that benefits the disposers of

>duce the toxrcrty and tonnage of the wastes they ,

Ta qund g ourcesare an approprlate means: for fmancmg natural ’;
| C ital protection programs that benefit the entire

'referred to by economists as a “public good.” For instance,
taxed for at10na1 defense, the entrre populatlon benefits

abitat, or threatened and endangered species, also are a public
he pubhc,beneﬁts from maintaining the natural diversity and
alth of the state’s environment. By funding resource and

ea base of program supporters as possrble, reﬂectmg -

O} supportvefrom general fundmg sources is appropnate for

1at address past actions of polluters where there is no reasonable

onnect these past polluters to current groups. For example,
~or bond funds would be appropriate to clean up hazardous

nsible party no longer exists or cannot be identified. Therefore, this
am could be appropriately financed from general funds or from the
echanism of charging a polluter pays surcharge on hazardous
o encourage people to reduce the tonnage and tox1c1ty of the

nera funds also may be the practxcal default fundmg optron for pro-'
(1) the benefits are ‘widespread but not universal and (2) to
enefitting group for its share of program cost would be;
;tratrvely burdensome and mefﬁcrent ;

-average air pollutlon emissions. The surcharge in the b111 . ;
economic incentive to discourage people from buying cars

, charge based on the tonnage and toxrcrty of the waste.

' urcha ge per ton of wastes. increases as the toxicity of
s fr fund the
for which n responsible party can be identified or the
d cannot pay the costs of cleanup. Although -

, the urcharge | nevertheless is appropriate as a mechanism

gardl ssof whether oor not they pay dlrectly for it Thls type -
nse is considered a public good because even if only certain

e armed forces. Similarly, programs that protect fish

protectlon programs from general funds, their costs are

which chemicals were dumped decades ago and where the



ny resource‘ "roteetlon programs provxde benefxts to a spec1f1c group
or set of groy well as to the general populahon These types ol
est financed from a combination of user fees and ’

s discussed earlier, state parks provide a direct benef'
the parks Therefore, it is appropriate to charge a fee
‘ g revenues to fund the operation
and maint ance ,of the parks However, the preservahon of state park lan:
vide a benefit to all of the people in the state by mamtammg th

iver ’nd ‘ecological health of the state, and by preservmg
t cultural, and natural resources for both their intrinsic
tio al value. Accordmgly, it is also appropriate to finance a

- acquisi ion and operation of the state parks from general
’ tron of these resources beneﬁts the general popula-

P 4tment of Fxsh and Game acqulres and operates; .
various w1ldhfe areas‘ throughout the state. The wildlife areas are operated
to provide hunters an opportunity to take waterfowl. As a result, the costs =~
of the acquisition and operation of these areas can _appropriately be paldf; .
from huntmg fees. However, the wildlife areas also. provide habitat fora
vanety of waterfowl and other wildlife that are not hunted and the wetlands
act as a filter and cleanser for water that ultimately is used by people. Asa
result, the general pubhc also benefits from the acquisition and operation of
 these lands because it helps to remove organics from drinking waterand to
fulfill broad state policy goals of protectmg threatened and endangered

_ species. Accordingly, part of the costs of acquiring and managing these lands‘ -
could appropnately be pald from general fundmg sources.

~ ,‘Advanfoges ond Dlsodvcntoges of Vanous Flncnclng Ophons

The three ma]or fmancmg options for resources and env1ronmental |
. protectlon programs each have advantages — and dlsadvantages -
~ associated with them. Chart 6 provides a comparison of the major advantag- .
g;fes and dxsadvantages of the fmancmg optxons As the chart shows: ‘

‘o The major advantage of fee fmancmg for a program is that it requlres'

_ individuals who receive the benefit from the program to pay the entire
_cost. An offsetting disadvantage is that fees may act as a barner to;'!*

_ access by individuals of limited means. « .

The ma)or ad ”’antage of General Fund or other broad flnancmg is that .
results in the broadest possible revenue base supporting programs
‘general public benefit. An offsettmg dlsadvantage — other than the =~
elative scarcity. of the General Fund these days —is that the general'fr o
public may p subsidi ng progra ‘s that regulate pnvate actlons '
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i Advantages and Disadvantages of Three Approaches To

Fmancmg Resource and Environmental Protection Programs

Provide direct linkage be-
tween services and recipi-
ents; people not benefiting
from program do not have to
pay for the program

Free up General Fund mon-
ies for other priorities

In some cases, provide

. revenue stability for pro-

grams

May conflict with broader
state policy goals to provide
certain basic services at
reasonable cost

At the margin, have a dis-
proportionate impact on
small businesses or indivi-
duals of limited means

Increase administrative
costs to collect fees

Potentially make programs
subject to undue constituent
pressure

Revenues
| From General
{Funds

Distribute costs of public
goods among general popu-
lation

Result in virtually no addi-
tional administrative costs

May yield a higher level of
administrative and legislative
oversight

May result in subsidy by
general taxpayers of pro-
grams addressmg specific
needs

Potentially limited funding
available to many programs

May result in reduced pro-
grams during periods of
recession

| Combined Fees

and Revenues
| From General

- Funds

. Y.
* of General Fund scarcity, it allows th

Share costs among private

- beneficiaries and public

beneficiaries

May create funding stability
due to potentially more sta-
ble funding source

Reduce demands on the
General Fund, while poten-
tially yielding a higher level
of administrative and legisla-
tive oversight

Increase administrative
costs

. May deny access to individ-

uals of limited means

farther for | programs that have a substantial public
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A d1ff1culty, however, w1th mixed fmancmg is that it requires the
_ Legislature to determine the proper distribution of costs between fees and
~ general funds. Ultimately, this requires the Legislature to determine who
xbeneflts from a program and to what degree they Dbenefit.

Demdmg Whlch Fundmg Mechanism Makes Sense

_ In our view, the Legislature’s choice of which general fundmg mechamsm

to choose for support of resources and environmental protection programs

 should not rest solely on the current availability of funds. Instead, the

Legislature, as part of its annual deliberations on the budget, should assess
- the extent to which the goals of the programs which it has put in place are

helped or hindered by the current way in which the programs are financed.

‘Then, the Legislature should start taking steps — through the budget and

_through enactment of any necessary legislation — to switch program

- funding to the source — including the General Fund — that ultimately

makes the most programmatic sense. One potential outcome is that this
would result in the Legislature needing to reevaluate its broader expenditure
priorities for the General Fund across the budget — resulting in increased
_or decreased General Fund expenditures on resources and env1ronmental '
protection programs.

_ Conclusion. In the following analyses of the proposed budgets for natural
_ resource and environmental protection programs, we have applied the
_ framework described above to identify the most appropriate mechanism for
financing a number of resource and environmental protection programs, and
_make recommendations for changing the proposed fundmg to be consxstent
' w1th this framework.
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Sea Grant Program
ltem 3110

General Program Statement

Through the Sea Grant Program, the state provides matching funds
required to receive full federal funding under the National Sea Grant College
Program Act of 1966. These funds are used to support marine resources
research programs at University of California campuses and the University

«of Southern California. - o '

Overview of the Budget Request

The budget proposes funding the Sea Grant Program at the current-year
level. - ‘ : ' oo ’

Chapter 1617, Statutes of 1988 (AB 3223, Mojonniér), extended  this
program through 1993-94 and specified that the program should receive
$525,000 annually in state support. The budget proposes $589,000 in state
support for the Sea Grant Program in.1992-93 with no changes from the
estimated expenditures in the current year. The total includes $489,000 from
the General Fund and $100,000 from the Environmental License Plate Fund
(ELPF). The ELPF funding provides for education and information dissemi-
nation activities related to Sea Grant projects. ' ‘

This program, along with many others, was subject to an unallocated
reduction of 4.1 percent from the General Fund in 1991-92. (This reduction
is 3.4 percent of the program’s total budget from all funds.) This reduction
is proposed to be carried over into 1992-93. In our companion document, The
1992-93 Budget: Perspectives and Issues, we discuss the impact of these
-reductions on various departments. o
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TAHOE REGIONAL PLANNING AGENCY

Tahoe Regional Planning Agency
ltem 3110

General ‘Prografn Statement

The Tahoe Regional Planning Agency (TRPA) was established by an
interstate compact approved by the California Legislature, the Nevada
Legislature, and the U.S. Congress. California’s contribution to the agency’s
support is twice that of Nevada’s. The TRPA also receives funds from local
governments and various other sources. Under the compact, TRPA is
responsible for the development of a coordinated land use plan and
enforceable regulations to preserve and enhance the environment and
resources of the Lake Tahoe basin.

Overview of the Budget Request

The budget for the TRPA includes several program changes resulting in
a minor decrease from the agency’s current-year funding level. '

- The budget proposes two appropriations - totaling $1.5 million as
California’s share of support for the TRPA in 1992-93. This amount consists
of $910,000 from the General Fund and $582,000 from the Environmental
License Plate Fund (ELPF). This is a decrease of $218,000, or 13 percent, from

the amount provided by California in the current year.

The budget proposes a net reduction of one-time 1991-92 costs totaling
$218,000 from the ELPF for various programs, primarily the Tahoe Environ-
mental Geographic Information System (TEGIS). The budget proposes
continued ELPF funding of $114,000 for the TEGIS in 1992-93.

This agency, along with mény other departments, has been subject to a
variety of reductions over the past several years. Among these is an
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unallocated reduction of 4 percent from the General Fund in 1991-92. (This
reduction is 2 percent of the department’s total budget from all California
state funds.) This reduction is proposed to be carried over into 1992-93. In
our companion document, The 1992-93 Budget: Perspectives and Issues, we
discuss the impact of these reductions on various departments.

California Tahoe Conservancy
ltem 3125

General Program Staiement

The California Tahoe Conservancy acquires env1ronmentally sensitive and
other undeveloped lands in the Lake Tahoe Basin with funds from the Tahoe
Acquisitions (1982 Bond) Fund. The conservancy also (1) acquires developed
and partially developed lands and (2) improves and develops acquired lands
to provide public access and recreation and to protect-the natural environ-
ment and w11d11fe habitat.

‘Overview of the. Budget Requesi

The budget proposes no significant workload or program changes for the
conservancy.

. The conservancy’ s budget proposes expendltures totaling $4.1 million for
support and local assistance in 1992-93. This is a decrease of $251,000, or 5.6
percent, from estimated current-year expenditures. The decrease is due
primarily to a decrease in local assistance grants for soil erosion control.

The conservancy, along with many other departments, has been subject
to a variety of reductions over the past several years: Among these is an
unallocated reduction of 11 percent from the General Fund in 1991-92. (This
reduction is 4 percent of the department’s total support budget from all
funds.) This reduction is proposed to be carried over into 1992-93. In our
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CALIFORNIA TAHOE CONSERVANCY—Continued

companion document, The 1992-93 Budéet: Perspectives and Issues, we discuss
the impact of these reductions on various departments. :

Capital Ouilay

The Governor’s Budget proposes appropriations totaling $7.2 million in
Item 3125-301 for capital outlay expenditures by the conservancy. Please see
our analysis of that item in the capital outlay section of the Analysis which
is in the back portion of this document.

- Cdlifornia Conservation Corps
| ltem 3340 A

General Program Statement

The California Conservation Corps (CCC) provides on-the-job training and
educational opportunities to California residents aged 18 through 23 with
projects that conserve and enhance the state’s natural resources and environ-
ment. The CCC headquarters in Sacramento operates 16, residential base
centers, 30 satellite centers, and a corps member training academy in. Camp
San Luis Obispo. The CCC also develops and provides funding for nine
community conservation corps in neighborhoods with large concentrations
of minority youth and high youth unemployment. S e T

Overview of the Budget Request

The budget reflects discontinuation of one-time drought impact funding.

The budget proposes expenditures totaling $48 million in 1992-93. This
amount consists of (1) $32 million from the General Fund, (2) $232,000 from
the Public Resources Account, (3) $6. million from the Energy Resources
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Programs Account, and (4) $9.8 million in reimbursements, including
payments from non-General Fund-support departments for work done by
the CCC. This is $3.4 million, or 6.6 percent, lower than estimated current-
year expenditures. The reduction is primarily due to decreases in workload
and training related to discontinuation of one-time drought impact funding
provided in the current year ($2.7 million). '

This department, along with many other departments, has been subject
to a variety of reductions over the past several years. Among these is an
unallocated reduction of 16 percent from the General Fund in 1991-92. (This
reduction is 11 percent of the department’s total budget from all funds,
including reimbursements.) This reduction is proposed to be carried over
into 1992-93. In our companion document, The 1992-93 Budget: Perspectives
and Issues, we discuss the impact of these reductions on various departments.

Energy Resources Conservation
and Development Commiission

item 3360

General Program Statement

The Energy Resources Conservation and Development Commission (or
‘California Energy Commission — CEC) is responsible for siting major
electric power plants, forecasting energy supplies and demands, developing
energy conservation measures, and conducting a program of research and
development involving energy supply, consumption, conservation, and
“power plant siting technology. '

Overview of the Budget Request

The budget proposes a significant reduction in funding for the commis-
sion, due primarily to a reduction in the school bus demonstration program.
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ENERGY RESOURCES CONSERVATION AND DEVELOPMENT COMMISSION-—Continued

. The budget. proposes expenditures totaling $73.5 million from various
state funds, federal. funds, Petroleum Violation Escrow Account (PVEA)
funds and reimbursements for support of the Energy Commission in 1992-93.
This is a net decrease of $41.2 million, or 36 percent, from estimated
current-year expenditures. This decrease is due primarily to a reduction in
funding for the purchase of fuel-efficient school buses (Ch 1426/88, AB 35
— Katz). The commission ‘indicates that this reduction results from the
elimination of one-timé funding from phase two of the program in the
current year. Table 1 summarizes expenditures for the commission for the
past, current, and budget years. - o '

California Energy CommiSsion
Budget Summary
1990-91 through 1992-93

(dollars in thousahds)

Expenditures - : T e
Regulatory and planning $17,691 $17,020  $19,469:" 14.4%
Energy resources conservation ) 17,875 28,978 19,642. -32.6
Development : 5 523,225 - 68,438 . 34,507 " -49.6
Policy, management, and administration 8,598 8965 8611 . -39
Distributed administration 8,397 ~~ -8,671 " -8,611 -0.7
Loan repayments . _ -3,185’ 2,518 -2,778: 10.3
Totals $55,807 $112,207  $70,740  -37.0%
General Fund ' - $25 - $25 -
Energy Resources Program Account, Pt T :
General Fund $34,807 34,229 35371 . 3.3%
Petroleurn Violation Escrow Account =~~~ 3,756 12,867 16,647  29.4 _
| Katz Schoolbus Fund - . 5403 45296 . 7339  -838.
| Other state special funds - 10,106 17,555 . 9,533  -457
| Federal funds s 7 1,433 1,800 ' 1,390  -228
Reimbursements ‘ 302 435 435 —
Personnel-Years _ , 427 461 481 4.3%

‘This commission, along with many other departments, has been subject
to a variety .of reductions over the past several years. Among these is-an
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unallocated reduction of 4.4 percent from the Energy Resources Program
Account, General Fund in 1991-92. (This reduction is 1.6 percent of the
department’s total budget from all funds.) This reduction is proposed to be
carried over into 1992-93. In our companion document, The 1992-93 Budget:
Perspectives and Issues, we discuss the impact of these reductions on various
departments. .

" Colorado River Board
ltem 3460

General Program Statement

The Colorado River Board is responsible for protecting the state’s rights
to water and power resources of the Colorado River, which is a major source
of water for southern California. The board seeks to protect California’s
water rights by (1) representing California’s interests concerning allocation
of Colorado River resources among Mexico and the six other states claiming
a portion of the supply and (2) implementing water development and
management activities to enhance the efficient use of the water. Six water
agencies support approximately three-quarters of the board’s budget and the
state provides the remainder. . B :

Overview of the Budget Request

The budget proposes funding the Colorado River Board at the current-
year level, except for small increases in funding for salinity control and
personnel. o ' o

The total 1992-93 budget proposed for the board from all sources is
$927,000, an: increase of $4,000 or 0.4 percent, above estimated current-year
expenditures. The amount requested consists of $254,000 (27 percent) in state
funds and $673,000 (73 percent) in reimbursements from six water agencies.
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COLORADO RIVER BOARD—Continued ‘

The ‘st'at'e funds consist of $244,000 from the General Fund and $10,000 from
the Environmental License Plate Fund.

This board, along with many departments, has been subject to a variety
of reductions over the past several years. Among these is an unallocated
reduction of 14 percent from the General Fund in 1991-92. (This reduction
is 4.4 percent of the department’s total budget from all funds, including
reimbursements from local jurisdictions.) The: water agencies increased
reimbursements to compensate for most of this General Fund reduction. In
our companion document, The 1992-93 Budget: Perspectives and Issues, we
discuss the impact of these reductions on various departments.

Department of Conservation
| Item 3480 |

General Program Statement

" The Department of Conservation (DOC) is charged with the development
and management of the state’s land, energy, and mineral resources. The
department manages programs concerning: geology, seismology, and mineral
resources; oil, gas, and geothermal resources; agricultural and open-space
land; and beverage container recycling. ,

Overview of the Budget Request
The budget projects a significant increase in recycling revenues, and

proposes minor workload and administrative increases in the department’s
nonrecycling programs, all from special funds. '

- The department proposes expenditures totaling $373.3 million in 1992-93,
an increase of $38.3 million, or 11 percent, from current-year estimated
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expenditures. The proposed increase is due primarily to program increases
totaling $37.8 million in the beverage container recycling program (mostly
from an increase in projected recycling revenues). Table 1' displays  the
expenditures and staffing levels for the DOC from 1990-91 through 1992-93.

Department of Conservation
Budget Summary L
1990-91 through 1992-93

(dolylars'ln thousands)

Expenditures
Geologic hazards and mineral - e
" resources conservation - , $12,881  $14,133 $14,751 | 4.4%.
Oil, gas, and geothermal ‘protection 79,068 9,988 9903 . -09
Land resource protection’ " o 1,313 1,362 1,363 0.1

| Beverage container recycling and litter o : ,

‘reduction R S 325,336 309,467 347,233 12.2
Administration (distributed to other e ‘

programs) . . - . : 4,597 6,025 . 5975 - -0.8.

Totals $348,598 $334,950 - $373,250 11.4%
General Fund e 814,519 $14,292 $14,211 -0.6%
California Beverage Container Recycling ' o _ ,

Fund (CBCRF) . Lot 288,045 261,437 297,683 13.9 -
Redemption Account, CBCRF. "~ - 32,424 14,150 22,500  59.0
Glass. Processing Fee Account, CBCRF: - 4,867 ' - 33,880 27,050 ° -202°
Other state funds . K : 7,128 9,189 - 9,432 26
Federal funds 422 510 516 - 1.2
Reimbursements ... L198 1,492 1,858 . 245
Personnel-Years - . 513 562 . 564 0.4%

~Proposed expenditures in 1992-93 primarily consist of (1) $14.2 million
from the General Fund, (2) $9.4 million from various special funds, (3) $347.2
million from various beverage container recycling funds, and (4) $1.9 million
in reimbursements. Yo L e b

This department, along with many other departments, has been subject
to a variety of reductions over the past several years. Among these is an
unallocated reduction of 7.5 percent from the General Fund in 1991-92. (This
reduction is 0.4 percent of the department’s total budget from all funds.)
This reduction is proposed to be carried over into 1992-93. In our companion
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document, The 1992-93 Budgét: Perspectives and Issues, we discuss the impact
of these reductions on various departments. :

Status Report: Beverage Container Recycling Program

California’s Beverage Container Recycling Program (BCRP) began in
October 1987 after enactment of Ch 1290/86 (AB 2020, Margolin). The
original goal of the program was to reach an overall beverage container
recycling rate of 80 percent. By July 1991, the state’s overall recycling rate
had reached 75 percent. The department estimates that this rate will reach
over 80 percent in 1991-92. s ‘

The program was significantly modified in 1991 by Ch 908/91 (AB 2212,
Sher). Under the previous program, beverage distributors paid the depart-
ment two cents for each redeemable container they sell in the state (called
“redemption payments”). In turn, consumers could redeem any two eligible
containers (including beer, soda, wine and distilled spirit cooler, and' other
containers) for a five-cent “refund value.” However, this policy of “four
cents paid in for every five cents paid out,” coupled with the increased
overall recycling rate meant that in the current year the department faced a
likely shortage of funds in the Beverage Container Recycling Fund (BCRF)
to pay refund values. Chapter 908 increased the.redemption payment by
distributors to match the refund value of five cents for two containers
effective March 1, 1992.

In addition, Chapter 908 attempted to address the BCRF shortfall by (1)
reducing litter abatement and education grants by $500,000 annually and
convenience incentive payments by $3.5 million annually and (2) limiting the
department’s 1991-92 advertising budget to $2.8 million. These programs.are
funded by unclaimed recycling revenues (that s, from redemption payments
on unrecycled containers) which are deposited in the Redemption Account
in the BCRF. :

At the time this analysis was prepared, the department expected the
provisions of Chapter 908 to allow the BCRF to remain solvent in the current
and budget years. (The budget projects that the Redemption Account will
have a reserve of $62.9 million in 1992-93.) However, there was still some
uncertainty because recycling rates could continue to increase prior to the
redemption payment increase on March 1, 1992. Thus,  the department
advised that it may need to request a General Fund loan in the ¢urrent year
to cover this potential shortfall in the BCRF. B :

1992-93 Budget Proposal for the BCRP

. The 199293 Governor’s Budget shows program expenditures of approxi-
mately $347.2 million, including $321.8 million in funds continuously
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appropriated to the department for various activities, and an appropriation
of $25.4 million for program.support costs. According to the department, the
continuously appropriated funds will be used to (1) pay refund values and
non-glass processing-fee payments ($272.3 million), (2) support recycling
incentive, contract and grant payments ($22.5 million), and (3) make glass
processing fee and market development payments ($27.1 million). (Process-
ing fees are paid to processors to cover the difference between the costs of
recycling a container and the scrap value of the container. Market develop-
ment payments are paid to container manufacturers and processors to
promote the use of recycled crushed glass.) S T

The proposed budget for support of the BCRP reflects a net decrease of
$144,000, or 0.6 percent, from estimated current-year expenditures. This is
due primarily to the conversion of eight limited-term and contract positions
to permanent positions, offset by various workload and administrative
adjustments. ’
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P‘EBA‘R‘IMENTWOF,FORESTRY AND FIRE PROTECTION

~ Department of Forestry and Fire Protection '
S " ltem 3540 o

MAJOR ISSUES

> Fire Protection Fees. The administration’s proposal for
fire protection fees has significant policy and fiscal
implications for the Legislature to consider.

> Timber Harvest Fees. The Legislature can free up $5.3
million from the General Fund and $2.6 milion from
other funds by requiring the timber industry to pay the
costs of regulation.

> Equipment Replacement. The department’s multi-year
project to upgrade fire protection equipment lacks a
cohesive and sensible funding plan.

Findings and Recommendations Analysis
Page
1. Fire Protection Fees Assumed. The General Fund may facea 42
shortfall of $12 million if legislation which would enact fire
protection fees for state responsibility areas fails to pass.

2. Timber Harvest Permit Fees. Net increased General Fund 43
Revenues of $5.3 Million and Reduced Special Fund Costs
of $2.6 Million. Increase Item 3540-001-001 by $2,610,000, and
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decrease (1) Item 3540-001-140 by $2,094,000 and (2) 3540-001-
235 by $516,000. Recommend enactment of legislation to
impose fees on timber operators to cover the state’s costs of
administering the Forest Practice Act, because industry which =
benefits from the regulation should pay the costs of such
regulation.

3. Bond Funds for Equipment Replacement Not Justified. 44
Reduce Item 3540-001-786 by $13,016,000. Recommend a .
_reduction of $13 million because, based on the little infor-
- mation available on the proposed bond issue and expenditure
- plans, the funding source appears inappropriate.

General Program Statement

The California Department of Forestry and Fire Protection (CDF), under
the policy direction of the Board of Forestry, provides fire protection services
directly or through contracts for timberland, rangeland, and brushland
owned privately or by the state or local agencies. In addition, CDF (1)
regulates timber harvesting on forestland owned privately or by the state
and (2) provides a variety of resource management services for owners of
forestlands, rangelands, and brushlands. :

Overview of the Budget Request

The budget for the CDF proposes several changes in funding sources,
including a new bond issue, to lessen reliance on general funds.

The budget requests $379 million from the General Fund ($254.4 million),
various other state funds ($31.8 million), federal funds ($5.9 million) and
reimbursements ($86.5 million) for support of the CDF in 1992-93. This is a
.decrease of $7.4 million, or 1.9 percent, from estimated current-year expendi-
tures. Table 1 shows the department’s expenditures by program, staffing
levels, and funding sources for the past, current, and budget years.

Table 2 identifies, by funding source, proposed budget changes for the
department in 1992-93. The major components of the net decrease in funding
primarily consist of:

* A reduction of $10.5 million for one-time, nonemergency fire suppres-
sion costs in 1991-92 related to the drought.

® A reduction of $1.7 million due to elimination of one-time costs, the
full-year effect of salary reductions for managers and other adjust-
ments.

* $4.9 million for program changes, including $3.7 million for equipment,
$490,000 for a new biological diversity program, $921,000 for workers’
compensation increases, and a decrease of $100,000 in funding to
combat Dutch Elm disease.
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Item 3540

Table 1

Budget Summary
1990-91 through 1992-93

Department of Forestry and Flre Protection

(dollars in thousands)‘

Expenditures

| Wildland.fire protection and prevention

Cooperattve fire protection
Conservation camps
l Emergency fire, suppressnon

Subtotals, fire protectlon and
K prevenhon

Forest practice regulation

Other resource management programs

Administration (costs distributed)
Totals

General Fund “
Special Account for Cap/ta/ Outlay -
Environmental License Plate Fund

| .California Wildland Pratection Improve-
ment and Modernizatior Bond Fund

| Federal funds
Re/mbursem_ents .

Personnel-Years . i

* Not'a meaningful figure.

$166,304

-0.7%

Other state special and bond funds

- 4,081

4,648

- 4507 -

$153,796  $167,408
98372 112,200 105954 . -56
50,486 . 53,431 53,564 . 0.2
70,825 22,000 22,000 _ —
0 ($373,479) ($355,039) ($347,822) (-2.0%)
“T6,744 0 8,064 8,046 -0.2
779,429 122,903 - 25,754 0.7
(25,930)  (25,213)  (25,289) (2.0)
":$399,652 °$386,006 - $378,622 -  +<1.9%
| $295460 $264,680 $254,385 ~ -3.9%
" 8044 10530 1,187 = -88.7
4223 5913 8,030 35.8
— - 13016  —*
7,023 10, 161 9575 58
11,170, 7,094 . 5898  -169 .
73732 87,628 86,531 -1.3

-3.0%




_ltem 3540 RESOURCES /1IV - 41

Table 2

‘Department of Foresta; and Fire Protection
_ Proposed 1992-93 Budget Changes -

(dollars in thousands)

1991-92 Expenditures (Budget Act) - $255415  $38TT8" $7.094  $87875  $380,162

Emergency Fund savings ' 10,000 - - — 10,000
Deficiencies ‘ [ e
- Drotight augmentation o 18,355 - = — 18,355
Lack of fee legislation — : T o c
fire protection . Lo o 6000 6000 . . = - =
- Lack of fee legislation — ) N g o o
- forest practice _ . 2,950 2,850 - - =
Other adjustments '
.. Reduction per Sections 1.20 L Lo - S
and 3.90 B v 8,021 - - - 8,021
" Air fleet replacement savmgs P o= 2700 R 2,700
Allocation for forest practice’ . '
legislation — -500 - — -500
Misceflaneous 19 24 B LY & 290
1991-02 Expenditures (revised) $264,680  $26604  $7094  $67,628  $386,006
Baseline adjustments T ‘
: Assume operating costs of new i S a e :
conservation camps - $207 - —. --$2148. -§131

’ Drought augmentation for fire : : _ . ;
suppression, other one-time costs and ad- ' )
jus ents -10,639 -$532  -$1,196. 180 ... -12,237

Subtotals, baseline adlustments ‘ , (-$8,622) . (-$532) (-$1,196) . (-$2,018) (-$12,368)
Programchanges o . - > e
.. Increased funding forteleoommu- . P } i o
- nications and air fleet equipment - $3,673 - = $3gm
Reduced funding for Dutch Elm - e ‘ ; - e
« disease DS _— e 400 T = - - -100
Workers' compensation increase-. - S = - - $921 - 92t
Biological diversity agreement -~ - - - 490 - Y- 1490
Operation of demonstration state - : ‘ IR R v
forests fund shift . e -$1,673 $1,673 — e i
Subtotals, program changes (-$1,673)  ($5,736) =) ($921)  ($4,984)
1992-93 Expenditures (proposed) . $254385 $31.808 . $5808.  $86,531  $378,622
Change from 1991-92- (revlsed) : . : S
. Amount - - $10295 © $5204  -$1,19 . -$1,097 --$7,384

Percent : 3.9% ..~ 19.6%  -169% 43% - . -1.9%



IV - 42 / RESOURCES Item 3540

DEPARTMENT OF FORESTRY AND FIRE PROTECTION—Continued

The budget proposes several changes in funding sources for various
programs. A multi-year equipment replacement program previously funded
from the Special Account. for Capital Outlay (SAFCO) is proposed to be
funded in 1992-93 from a new bond fund proposed for the 1992 ballots. The
Environmental License Plate Fund (ELPF) is proposed to fund the portion
of the forest practice regulatory program previously funded from the Public
Resources Account. The budget proposes to fund operation of state

'demonstration forests directly from the Forest Resources Improvement Fund
(FRIF) instead of reimbursing General Fund expenditures from FRIF.

This department, along with many other departments, has been subject
to a variety of reductions over the past several years. Among these is an
unallocated reduction of 6 percent ($15 million) from the General Fund in
1991-92. (This reduction is 4 percent of the department’s total support budget
from all funds, including reimbursements.) Of this amount, more than half
($7.9 million) was restored permanently in the current year through the
Section 27.00 deficiency process to maintain fire protection services. The
remaining reduction is proposed to be carried over into 1992-93. In our
companion document, The 1992-93 Budget: Perspectives and Issues, we discuss
the impact of these reductions on various departments.

Analysis and Recommendations
‘Budget Assumes Legislafdre Will Enact Fire Protection Fees

The department is considering several options for raising revenue to
‘partially offset the cost of fire protection services. The budget assumes fees
will generate $12 million in revenues to the General Fund.

'The budget indicates that legislation will be introduced to establish a fee
that will partially offset the cost of fire protection in areas for which the state
bears primary responsibility, These lands, known as state responsibility areas
(SRAs), generally consist of all forestland, watersheds, and rangelands that
are not owned by the federal government or located within the jurisdiction
of a city. The budget assumes that the fee will generate $12 million, or about
5 percent of total proposed General Fund expenditures for fire protection
services in 1992-93. The revenue appears in the CDF’s budget as a transfer
to the General Fund; therefore, failure to enact the legislation would pose a
threat to the General Fund, not to the department’s budget. -

Recent attempts to pass legislation enacting fire protection fees have
failed. Policy debates generally concern (1) whethér exemptions should be
given to property owners in the SRA who already pay fees to local fire
districts, (2) what proportion of total fire protection costs the fees should
cover, and (3) whether fees should be collected on the basis of acreage or
level of improvements, or both. Most recently, the Legislature passed the
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1991 Budget Act based on the assumption that fees-would generate $12
million, of which $6 million would go to the General Fund and $6 million
directly to the department for fire suppression activities, However, proposed
legislation giving the department the authority to collect fees based on parcel
size and-improvements failed to pass, leaving a $6 million gap in the CDF’s
fire protection budget for 1991-92. The administration intends to fill this gap
with General Fund monies through the Section 27.00 deficiency process.

At the time this analysis was prepared, the department had not decided
on the specific approach for the new fee proposal for the budget year.
According to the department, several options were under consideration,
including alternatives to fees. The department advised that it was concerned
with (1) the cost of implementation and (2) the potential inequities of a
program of property assessments. As one alternative to property assess-
ments, the department was considering the application of a surcharge on fire
insurance premiums. Until the Legislature has more information concerning
the approach that the department will take, there is no basis to evaluate
either the merits of the proposal or the extent to which fire protection fees
actually will result in the level of General Fund revenues projected in the
Governor’s Budget. A $12 million General Fund shortfall is likely without
new revenues. : : «.

Timber Harvest Permif Fees

We recommend the enactment of legislation imposing fees or tax
surcharges on timber operators to cover the department’s cost of administer-
ing the Forest Practice Act. (Increase General Fund revenues by $7.9 million;
reduce Item 3540-001-140 by $2.1 million and Item 3540-001-235 by $516,000).

Last year, we recommended the enactment of legislation imposing fees on
timber operators to cover the General Fund costs of administering the Forest
Practice Act. The Forest Practice Act prohibits timber haryesting unless
harvest operations comply with a timber harvesting plan (THP) prepared by
a registered professional forester and approved by the CDF director. The
THP covers such matters as harvest volume, cutting method, erosion control
measures, and special provisions for unique areas or wildlife that would be
affected by harvesting operations. The CDF reviews THPs and conducts field
inspections. L

As part of the 1991-92 budget solution, the Legislature adopted a budget
for the CDF that reflected this recommendation. Subsequent to passage of
the budget, however, the legislation authorizing the fees to offset General
Fund costs was not enacted.

Budget-Yedr Proposal. The 1992-93 budget proposes expenditures of $8
million for the forest practice regulatory program, including $5.3 million

from the General Fund, $2.1 million from the Environmental License Plate

Fund, and the remainder from various special funds and license fees. In
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addition, the budget states the administration’s intent to (1) pursue
legislation enacting timber harvest reform — currently referred to as the
“Grand Accord” — and (2) fund the incremental cost of this reform from a
surcharge on the timber yield tax. The budget does not propose, however,
to fund the base costs of timber harvest regulation from the timber yield tax
or from fees on THPs.

Fees or Surcharge to Cover Base Program Costs Still Justified. Our review
indicates that the administration’s 1992-93 funding proposal for timber
harvest regulation does not go far enough in making the direct program
beneficiaries — timber harvesters — pay for the full costs of the program.

If the department adopted a system of fees based on the acreage and type
of timber covered by a THP, an average fee of around $24 per acre would
raise sufficient revenue to offset 1992-93 General Fund and special funds
costs for the base program. A fee of this magnitude would be relatively
small compared to the revenue generated from harvesting timber.

Our analysis indicates, however, that based on a 1981 Attorney General
opinion, the department currently does not have the authority to charge
these fees. Consequently, we recommend enactment of legislation that would
(1) provide the department with the authority to impose the fees.(or timber
yield tax surcharges) and (2) be consistent with the Legislature’s actions in
requiring that the cost of similar regulatory programs administered by other
state agencies, such as the Department of Food and Agriculture and water
quality control boards, be fully or partially reimbursed through industry fees
and assessments. The General Fund revenues from fees would be $7.9
million annually; savings to special funds would total approximately $2.6
million annually. ' \ ,

General Obligation Bohd Financing Proposal Ihcohﬁplete

 We recommend deletion of $13 million in new bond funds for telecommu-
nications and air fleet equipment because the department’s proposal does
not (1) identify funding for its multi-year equipment replacement plan, (2)
target bond expenditures to equipment whose use will exceed the life of the
bond, and (3) provide sufficient detail to evaluate the appropriateness of
bond expenditures for its fixed-wing replacement program. (Reduce Item
3540-001-709 by $13,016,000.) o

We fuﬂher recommend that the Legislature consider coiii‘inuing to fund
this program on a pay-as-you-go basis, in the absence of a reasonable bond
proposal. = :

The budget proposes to issue $13 million in general obligétion bonds to
(1) replace two aircraft in the CDF's fixed-wing air fleet ($5 million), (2)
retrofit three helicopters ($1.5 million), and (3) replace radio and telephone
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equipment and add additional equipment to the department’s telecom-
munications network ($6.5 million). These requests represent one year of
multi-year plans to renovate the department’s air fleet and telecommunica-- -
tions system at a total cost of over $150 million. :

Background. In 199091, the department proposed to purchase telecom-
munications equipment and replace a portion of its air fleet through revenue
bonds. The department’s justification for this proposal was that this
‘equipment was similar to a capital good in that it had an extended life. At
that time, however, our analysis identified two problems with the proposal.
First, the type of bond which the department proposed to sell in order to
purchase the equipment substantially increased the acquisition costs (dueto
the need to pay interest on the bonds) above other purchasing options, and
the only “revenue” to pay off the bonds .would be future General Fund
appropriations. Second, some of the equipment proposed for purchase would
be obsolete before the bonds were fully paid. Consequently, the CDF would
likely be in the position of purchasing new equipment while continuing to
pay for the old equipment. The Legislature rejected the department’s revenue
bond proposal and instead has been funding telecommunication and air fleet
equipment purchases primarily from the Special Account for Capital Outlay
(SAFCO). S : » -

Budget-Year Proposal. For 1992-93, the budget shifts funding of the equip-
ment replacement program to the California Wildland Protection and
Modernization Bond Fund, a general obligation bond measure proposed by
the Administration for the November 1992 ballot. According to information
available from the Administration, the entire bond proposal for CDF would
total $20 million. In addition to $13 million in bonds for equipment, the
budget proposes expenditures of $6.6 million in bond funds for capital
outlay. (Our discussion of the capital outlay portion of this proposal is
included in our analysis of the department’s capital outlay budget). We have
the following concerns with the Administration’s bond proposal for CDF
equipment.

Bond Issue for One Year of Multi-Year Plan Does Not Make Sense. The
Administration has not provided details on the amount or terms of the
proposed bond issue. As mentioned above, however, it is our understanding
that the entire bond may not exceed $20 million, while the department’s
equipment proposals alone exceed $150 million. The budget reflects an
amount sufficient only for the 1992-93 expenditures, and this amount would
fully deplete the bond in one year. In our view, a bond proposal that funds
only one year of a large multi-year program may result in no funds available
to continue the program in future years. This is because, given the demands
on SAFCO and other funds, once these funds have been deleted from the
department’s budget, it may prove difficult to get these funds in the future.
Consequently, if the Administration proposes to permanently shift the
equipment replacement program to bonds, the bond measure should be
sized appropriately to pay the costs of the full replacement program.
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Some Equipment Will Be Obsolete Before Payments End. Our analysis
indicates that only a portion of the equipment proposed to be acquired with
bond proceeds is appropriate for bond fund purchase. Specifically, the
budget proposes bond fund expenditures of (1) approximately $3 million for
‘the purchase’ of radio towers, radio vaults and generators and (2) $1.5
million for retrofitting helicopters. This equipment has an expected useful
life span of more than 20 years. Because the expected life of the equipment
exceeds the usual term of the bond, purchase of this equipment with bond
funds would be appropriate. The budget also proposes, however, $2.4
million for radios and mobile command centers, which have a useful life of
only about 10 years. Because bonds generally are issued with a 20-year term,
the department would pay for this equipment for twice as long as it could
be used. Moreover, the CDF would have to purchase replacement equipment
at additional cost while it continues to pay for the 1992-93 purchases.
Consequently, our analysis indicates that bonds are not an appropriate
source for purchase of this short-lived equipment. ° ‘

- Proposal for Fixed-Wing Air Fleet in Flux. At the time this analysis was
prepared, the CDF indicated that it was in the process of revising. the
proposed fixed-wing aircraft replacement plan. The department has discard-
ed its original plan, developed in 1989, to spend a total of $30 million over
six years to purchase 17 new air tankers, 15 new air attack planes, and one
high-altitude reconnaissance aircraft with infrared scanning equipment. After
testing, the aircraft tankers and attack planes‘were found to be unacceptable.
Under the revised plan, the department intended to spend a total of $43.8
million over 10 years to (1) retrofit 14 S-2 air tankers, (2) remanufacture 15
O-2 air attack planes and equip them with infrared cameras and telecommu-
nications equipment, and (3) buy the high-altitude aircraft. The CDF planned
‘to spend $2.3 million (SAFCO) in the current year for work on one air tanker
and two air attack planes, and $5 million (bond funds) in 1992-93 for work
on two air tankers.

Since that plan was developed, howevér, the CDF has been looking at
alternatives which include (1) full-service contracts for planes, pilots, and
service and (2) a mix of retrofitting aircraft, purchasing military surplus
aircraft and contracting for pilots and service. The department indicates that
it will issue a revised plan in early February. ' '

Although bond financing is more expensive than pay-as-you-go financing,
the use of general obligation bonds makes sense for purchasing or remanu-
facturing aircraft with a useful life of at least 20 years. However, our analysis
indicates that bond funds are unlikely to be appropriate sources of funding
for contract services. Without further details, the Legislature has no basis for
determining whether bond financing is appropriate for the fixed-wing
program. : :
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Conclusion. Although the request for new telecommunications, rotary-
wing, and fixed-wing equipment appears reasonable programmatically and
has been funded previously by the Legislature on a pay-as-you-go basis, we
find the current financing proposal inadequate in several respects. Conse-
quently, we recommend that the Legislature reject the department’s proposal
and reduce the CDF’s 1992-93 equipment replacement budget by $13 million.
In recognition that the purchases proposed by the CDF are, in general,
justified on a programmatic basis, we recommend that the Legislature
consider continuing to fund the equipment replacement program on a pay-
as-you-go basis, until such time as the Administration is able to design an
appropriate bond program. Appropriate fund sources for a pay-as-you-go
program include SAFCO, the Outer Continental Shelf Lands Act, Section'8(g)
Revenue Fund, and the General Fund.

Capital Outlay

The Governor’s Budget proposes an appropriation of $6.9 million in Item
3540 for capital outlay expenditure in the CDF. Please see our analysis of
that item in the capital outlay section of this Analysis which is in the back
portion of this document.

State Lands Commission
ltem 3560

General Program Stafement

The State Lands Commission is responsible for the management of sover-
eign and statutory lands that the state has received from the federal govern-
ment. These lands total more than four million acres and include tide and
submerged lands, swamp and overflow lands, the beds of navigable
waterways and vacant state school lands. :
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. Primarily, the commission: (1) leases land under its control for the extrac-
-tion of oil, gas; geothermal, and mineral resources; (2) exercises economic
‘control over oil-and gas development of the tidelands granted to the City of
Long Beach; (3) oversees management of other state lands, including school
lands; and (4) -administers.regulations and policies for operation of marine
facilities in the state to protect against oil spills. . o -

Overview of the Budget Request - - o
: =’.ljhe.budget proposes only minor workload and program changes for the
State Lands Commission. ‘ . ‘ C

The budget proposes expenditures totaling $18.3 million for support of the
State Lands Commission in 1992-93. This is a decrease of $186,000, or 1
percent, from estimated current-year expenditures. The decrease is the net
result of (1) baseline reductions totaling $884,000 and (2) workload, adminis-
trative, and program increases totaling $698,000. Most of the increases are for
the marine facilities management program, which'is funded entirely from oil
industry fees. '

Proposed expenditures consist of $11.4 million from the General Fund,
$4.7 million from state special funds, and $2.2 million in reimbursements.
The proposed General Fund appropriation overstates the General Fund’s
commitment to this program. This is due to existing law and provisions in
the Budget Bill that entirely offset the General Fund appropriations to the
commission with transfers to the General Fund of tidelands oil revenues
($10.2 ‘million) and state school lands revenues ($1.2 million). The
commission’s cost, therefore, actually is at the expense of the Special Account
for Capital Outlay (SAFCO) and the State Teacher’s Retirement Fund (STRF),
which otherwise would receive these revenues. The transfer from tidelands
oil revenues covers the cost of overseeing oil and gas operations on state
lands and the commission’s general activities. The transfer from school lands
revenues covers the cost of managing those lands.:

The commission, along with many other departments, has been subject to
a variety ‘of reductions. over the past several years. Among these is an
unallocated reduction of 17 percent from the General Fund in 1991-92. (This
reduction is 11 percent of the department’s total budget from all funds.) This
reduction is proposed to be carried over into 1992-93. In our companion
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact
of these reductions on various departments. - ‘

Tidelands Oil Revenues

The commission generates significant state revenue from the development
and extraction of oil, gas, geothermal energy, and other resources on state
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lands. Most of this revenue is from oil (and some gas) production on state
tide and submerged lands along the coast of southern California.

. 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 for production.of oil. The state receives the net
profits from the sale of the oil after deductions for operating expenses, taxes,

-investments, and distributions to the oil companies and the city.' In order to
protect the state’s substantial financial interest at Long Beach, the commis-
sion has the authority to approve development and operating plans and
budgets associated with the oil production there.

Until recently, oil production at Long Beach was carried out by a
consortium of oil companies known as THUMS. Chapter 941, Statutes of
1991 (AB 227, O’Connell), authorized the.commission to negotiate a. new
_contract for an “optimized waterflood” program to recover an increased
amount of oil from the granted tidelands. The commission reports that it has
negotiated a contract with the Atlantic Richfield Company: (ARCO), which
now is sole owner of THUMS, to manage the Long Beach oil field. Pursuant
to the intent of Chapter 941, ARCO also has dropped its $1 billion lawsuit
‘against the state regarding the development of oil leases at:Coal Oil Point
near Santa Barbara. The commission is working with ARCO to implement
the optimized waterflood program at Long Beach.

Royalty Production. In addition, the state has leased tidelands. for oil
production along the coasts of Orange, Ventura, and Santa Barbara Counties.
On these statewide leases, the lessees pay a royalty to the state, based on the
value of the oil produced. ..., : : R

Revenues in 1991-92. The budget estimates that the state will receive $263
.million in tidelands oil and gas revenues in the current year. This estimate
_is based on the state’s receiving (1) $202 million in. one-time settlement

payments from oil antitrust suits-and other litigation and. (2) $61 million in
_new tidelands oil revenues in 1991-92. The budget’s current-year estimate is
$59 million lower than the new oil revenues reflected in the 1991 Budget Act.

Revenues in 1992-93. The budget projects’ that tidelands oil and gas
revenues will total $66 million in the budget year. This projection is based
on the state’s receiving (1) $8.5 million in one-time settlement payments from
oil price-fixing litigation and (2) $57.5 million in new tidelands revenues in
1992-93. The new revenues are based on Long-Beach and Santa Barbara oil
prices of $15 per barrel and $12 per barrel, respectively. In addition, these
revenues reflect the assumption that tidelands oil production will continue
to decline by at least 8 percent from 1991-92 to 1992-93, a rate consistent with
past experience.

Commission staff advise that, because of events in the Middle East and
other factors that can affect oil prices, the future prices are uncertain. (Recent
prices reflect the unstable nature of this market; the actual Long Beach oil
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price has ranged from $10.50 per barrel in July 1990 to $30 in October 1990,
then back down to $11.20 in January 1992.) Staff indicate that the commission
will update its tidelands oil revenues estimates for both the current and
budget years at the time of the May revision. - :

~ We discuss the propbsed allocation of tidelands oil and gas revenues in
our analysis of Section 11.50 of the Budget Bill, in the back portion of this
document. ‘ : : :

School Lands Revenues

The commission estimates that it will receive*$4.3 million in revenues
from geothermal and other royalties and from land rentals in 1992-93 from
“state school lands” — that is, lands that were granted by the federal
government to the state in 1853 to help support public education. Essentially,
all revenues from school lands, less the commission’s cost to manage the
lands, are deposited into the STRF. The budget proposes to deposit $1.2
‘million of this revenue in the General Fund to cover the commission’s cost
of managing the state school lands in 1992-93. The remaining $3.1 million
will be deposited in the STRF.

Elk Hills Settlement. The budget also reflects the state’s receipt of $45
million in new oil revenues from the federal government. These revenues are
attributed to a proposed settlement of longstanding litigation against the
federal government over title to school lands within the Elk Hills Naval
Petroleum Reserve in Kern County. Any settlement first would require
approval by the U.S. Congress and the President.

Under existing law, any revenues received as a result of the state’s claim
on these lands are to be deposited in the School Land Bank Fund, with the
interest on these deposits to be transferred to the STRF. The budget
proposes, however, to transfer the $45 million in settlement funds to the
General Fund in 1992-93, through unspecified legislation. At the time this
analysis was prepared, it appeared unlikely that the state actually would
receive this $45 million from the federal government in the budget year.
(Please see our analysis of Item 1920, the State Teachers’ Retirement System,
for additional discussion of this issue.) :
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General Program Statement

The Seismic Safety Commission was established to 1mprove earthquake
preparedness and safety in California. The commission is responsible for
providing a consistent policy framework for earthquake-related programs
throughout state government. The commission performs ‘policy studies,
reviews programs, investigates earthquake incidents, and conducts hearings
on earthquake safety.

Overview of the Budget Request

- The commission’s budget for 1992-93 reflects various workload changes
of a one-time nature, resulting in a net increase of $353 000 (26 percent)
These changes include the following: . ‘

* An increase of $478,000 from reimbursements and 1 personnel-year to
revise and distribute a homeowner’s guide to earthquake safety
booklet, as required by Ch 699/91 (AB 200, Cortese)

o An increase of $174,000 from rexmbursements and 1 personnel-year to
~ develop and distribute a commercial property owner’s guide to
" earthquake safety booklet required by Ch 859/91: (AB 1968, Areias). ;

¢ Artransfer of $100 000 from the Earthquake Safety and Public: Buxldmg

Rehabilitation (bond) Fund of 1990 to the Earthquake Emergency

Investigations Account, Natural Disaster Assistance Fund; for inves-
tigations in the immediate aftermath of damaging:earthquakes.

¢. ‘A decrease of $481,000 due to the one-time expenditure in the current
- year of monies from the earthquake safety”bond fund for research
related to the purposes of the bond act.
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The commission, along with many other departments, has been subject to
a variety of reductions over the past several years. Among these is an
unallocated reduction of 12 percent from the General Fund in 1991-92. This
reduction is proposed to be carried over into 1992-93. In our companion
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact

of these reductions on various departments.

>

Department of Fish and Game
ltem 3600 |

Iltem 3580

MAJOR ISSUES

'Revenue Projections.'The deporfmenf'é revenue projec-

fions are much improved over previous years, but
without legisiafive action, the deportment could end
the budget year in deficit.

Cantara Loop Spill Damage Assessment. The budget

proposes that the Fish and Game Preservation Fund
undertake the risk of funding the costs (§8.6 million for
1991-92 through 1992-93) of damage assessment
related to a major chemical spill, although these costs
should be supported by other funds. It is uncertain
when — and if — the state will recover these costs from
the responsuble party.

Continued
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> Natural Communities Conservation Pianning. The De-
partment of Fish and Game is proposing a pilot project
for a new bioregional approach to species protection

Fmdmgs and Recommendahons

B

which tries to do too much too soon, at a cost of
million to the Environmental License Plate Fund.

$1.8

Revenue Picture for the Budget Year. The department’s

~ current-year revenues are tracking well with projections, but
- positive fund conditions depend on legislative action for-the

current and budget years.

Cantara Loop Spill Damage Assessment. The Legislature has
two alternatives to more appropriately fund damage' assess-

- Analysis

Page
57 .

59 .

ment costs related to the spill in a way that avoids an.:

inappropriate use of the Fish and Game Preservation. Fund

(FGPF). Both options involve difficult choices for the Legisla- -

ture.
Natural Communities Conservation Planning. Reduce Item

61

3600-001-140 by $1,750,000. Recommend deletion of $1,750,000 .

from the Environmental License Plate Fund (ELPF) for a
for cost reimbursement, as required by law, and does not
meet the criteria for a pilot project.

County Payments in Lieu of Taxes. Reduce Item 3600-001-
200 by $520,000. Recommend (1) deletion of $520,000 from the

‘major new initiative because the proposal does not provide.

63

FGPF for in lieu payments to counties for real property’

“acquisitions and (2) enactment of legislation repealing the
' requirement for these payments because no other property-

holding state agency is required to pay fees in lieu of proper-
ty taxes.

Marine Facilities Inspection Program. Reduce Item 3600-001- '

320. Recommend a reduction of $100,000 from the Oil Spill

Prevention Account fund for an additional marine facility

inspector because the duties already are performed by another ’

agency.

Oil Spill Program. Recommend adoptlon of Budget Bill lan-
* guage prohibiting the Department of Fish and Games's use of

funds for programs that duplicate the activities of the State
Lands Commission.
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7. - Salton Sea Study Reduce Item 3600-001-200 by $50,000 and 65
Item 3600-001-890 by $150,000. Recommend deletion of funds
for a contract study of fish siirvival in' saline condmons
because the costs are not justified.

General Program Statement

The Department of Fish and Game (DFG) admnusters programs and
enforces laws pertaining to the fish and wildlife resources of the state. The
Fish and Game Commission sets policies to guide the department in its
activities, and regulates the sport taking of fish and game. The department
currently manages approximately 160 ecological reserves, wildlife manage-
ment areas, habitat conservation areas, and interior and coastal wetlands
throughout the state. : :

Overview of the Budget Request

Deletion of significant one-time costs (primarily related to the drought)
and increases for several major new program initiatives will leave the
department’s overall expenditure level virtually urchanged in the budget
year.

The budget proposes total expenditures of $168 million from all sources
for support of the DFG in 1992-93. This is an increase of $2.2 million, or 1.3
percent, over estimated current-year expenditures. Table 1 displays the
expenditures and staffing levels for the department from 1990-91 through
1992-93.

This department, along with many other departments, has been subject
to a variety of reductions over the past several years. Among these is an
unallocated reduction of 21 percent from the General Fund in 1991-92. (This
reduction is less than 1 percent of the department’s total budget from all
funds.) This reduction is proposed to be carried over into 1992-93. In our
companion document, The 1992-93 Budget: Perspectives and Issues, we discuss
the impact of these reductions on various departments.

Table 2 shows the changes in the department’s budget for 1992-93. As the
table shows, the budget proposes program changes totaling $22.4 million,
offset by baseline reductions totaling $20.2 million. Among the ma]or new
and enhanced program proposals are:

* Increased spending ($3.8 million) for damage assessment work (primar-

~ ily studies) related to the Southern Pacific railcar spill of metam
sodium into the upper Sacramento River at the Cantara Loop bridge
in July 1991.
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Department of Fish and Game

Budget Summary
1990-91 through 1992-93

(doliars‘in thousands)

Expenditures -
Enforcement

Administration (distributed to
other programs)

" Licensing

Wildlife and Natural Heritage
Management

‘Wildlife management
Natural heritage
Fisheries Management
Inland fisheries
Anadromous fisheries
Marine resources
| Environmental Services
Oil Spills Prevention and Response
Loan Repayment
Totals

Fish and Game Presarvation Fund
(FGPF)

Dedicated
Nondedicated
General Fund
Environmental License Plate Fund

Public Resources Account, Cigarette
and Tobacco Products Surtax Fund

Oil Spill Prevention and Response
Fund

Federal funds
Other special funds (includes bond
funds) ‘

Relmbursemems
Personnel-Years

'$24710  $29,602  $30,482  3.0%
22,669 24,834 27,021 8.8
3,334 - —_ _
(24,896) 24,375 31,931 310
16,086 - - =
8,810 — - —
(50,659) 60,771 63,857 . 5.1
17,487 - - —_
23,593 —_ —_ —
9,579 - _ _
10,226 36,658 - .29,048 -20.8
4,382 13835 . 12,149 -122

121 121 121 —

$118,328  $165,363  $167,588 1.3%

' $59,487  $68,657  $80,056  16.6%
(7,960)  (11,235) (11,293 05
(51,527)  (57,422)  (66,763) 19.8
4,837 17,054 4,187 - -75.4
16,377 12588 15969 - 26.9
6,335 4,687 6,864 . 46.4
4382 13836 12,149 -122
17,862 24515 26991 . 101
1,872 8098 4258 474
7,536 15,928 17,114 7.4
1,658 1,961 2104  7.3%
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| Department of Fish and Game
Proposed 1992-93 Budget Changes

(dollars in thousands)

1991-92 Expenditures (Budget Act)  $66,995 $42,482  $40,128  $149,605
Adjustments 1991-92 : R .
Drought funding and other legislation 400 14,009 120 14,529

Cantara Loop spill damage : :
assessment e o 2,000 500 252 2,752
Miscellaneous adjustments . -738 5 -+ BT <790
| Unallocated reductions — -733 — - -733
1991-92 Expenditures (rev.) -+ +$68,657 $56,263  $40,443 - $165,363

Baseline adjustments

Back-out drought funding and other ' )
legislation -400 -14,009 -120 -14,529

Restore baseline funding . 582 — — 582
Other baseline adjustments : -158 - -1,519 -4,593 -6,270

Subtotals, baseline adjustments ($24) (-$15528)  (-$4,713) (-$20,217)
Program changes * :
Increase damage assessment —

Cantara Loop spill $4,571 -$500 -$252  $3,819
"O&M of departmental lands 1,200 1,056 -— 2,256
Fund in-lieu payments to counties 1,811 - - 1,81
Natural communities conservation
- planning. . . - 1,750 — 1,750
Trinity River restoration R - 1,500 _ 1,500
Oil spill program changes — 1,300 — 1,300
Comprehensive wetlands program a '
implementation ' - 800 - - $650 - 1,150
Bay protection and toxic cleanup —_ — 1,500 1,500
EIR preparation and CEQA review 605 275 . —_— 880
Hatchery augmentation 580 Co = - .. 580
Miscellaneous program changes 2,608 -3,189 6,477 . . 5,896
. Subtotals, program changes . - -($11,375) ($2,692) ($8,375)  ($22,442)
1992-93 Expenditures (prop.) $80,056 $43,427 $44,105 $167,588
Change from 1991-92 (rev.)
Amount : $11,399 -$12,836 $3,662 $2,225

Percent 16.6% -22.8% 9.1% 1.3%
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¢ Increased funding ($2.3 million) to prov1de greater staffmg and mamte-
nance of department-managed lands.

* New funding totaling $1.8 million to “catch up” on the department' s
required payments to counties in lieu of property taxes for lands
acquired by the department.

¢ Funding of $1.8 million to implement a new natural commumtles
conservation planning program authorized by Ch 765/91 (AB 2172,
‘Kelley) as part of the Governor’s biodiversity management initiative.

Analysis and Recommendations
Revenue Picture for the Budget Year

The budget estimates of the fee and tax reveniies used to support the DFG
are reasonable, but the budget’s estimates of positive year-end fund
conditions rely on legislative action to (1) extend increased commercial
fishing fees and (2) approve a loan to the Fish and Game Preservation Fund
for extraordinary one-time costs. Without these actions, the department
could end the budget year with a negative fund condition.

About half of the department’s budget is supported by the Fish and Game
Preservation Fund (FGPF). This fund receives revenues from hurnting and
fishing licenses and taxes, commercial fishing permit fees, and environmental
review fees paid by project proponents. Most of these revenues are deposited
in the nondedicated account of the FGPF (known as the FGPF-ND), which
primarily is used to support programs related to hunting and fishing, but
also supports some environmental programs as a result of revenues from
environmental review fees.

Reliability of Revenue Estimates. In the past we have cntlc1zed the
department for not providing reliable revenue estimates on which the
Legislature could base expenditure decisions. However, the department
initiated a new revenue estimate methodology in May 1990, which has
overcome its past practice of generally overestimating revenues. in order to
support expenditures proposals. Nevertheless, our analysis indicates that
there remains enough uncertainty in the DFG’s revenue estimates that
shortfalls could occur. Under certain circumstances, these shortfalls could be
significant enough to result in an end-of-budget-year « deficit in the FGPF-ND,
given the Governor’s proposed spending plan. We discuss below the two
types of revenue which are partlcularly vulnerable to shortfalls. -

Commercml Fishing Revenue Projections Assume Extenswn of Fee
Authority.. According to. departmental data, commercial fishing revenues
have come in slightly lower (1.3 percent) than projected through November
1991. The current structure of commercial fishing licenses is a result of recent
legislation [Ch 1703/90 (AB 2126) and Ch 80/91 (AB 63), both Felando].



IV - 58 / RESOURCES Item 3600

DEPARTMENT OF FISH AND GAME—Continued

Therefore, revenue projections are more difficult for this revenue category
because the department does not have baseline data from which to make
direct estimates. Our review indicates that, while the department has
developed a reasonable approach for estimating these revenues in the
absence of solid historical trend data, a great deal of uncertainty still exists
as to whether actual revenues will track to departmental estimates.

The most immediate risk to the DFG’s revenue estimates concerns the
expiration of the current license structure for commercial fishing. Fee
authority enacted in AB 2126 generally expired January 1, 1992, and
commercial fish business license fees extended in AB 63 sunset in January
1993. The Governor’s Budget, however, assumes that the commercial fishing
license structure in place in December 1991 continues through the budget
year. If legislation is not enacted to extend the department’s fee authority,
the department will experience a $1.8 million revenue shortfall over the
current and budget years. This amount includes (1) $591,000 in lost AB 2126
revenues in both 1991-92 and 1992-93 and (2) $663,000 in estimated commer
cial fish business license fees under -AB 63, o :

Environmental Review Fee Revenue Estimates May Be High. Chapter
1706,. Statues of 1990 (AB.3158, Costa), allows the department to charge
proponents of projects or activities subject to review under the California
Environmental Quality: Act a fixed fee to cover the.costs of conducting the
department’s environmental reviews as well as engaging in general resource
protection. The department projects that it will receive $4.8 million in
environmental review fee revenue in the budget year. Our review indicates
that the department’s estimating methodology is generally reasonable, but
may lead to overly optimistic revenue estimates for budgeting purposes,
given the fee’s brief revenue history and the significant problems the
department has encountered in implementation and enforcément of the fee.
In addition, the DFG'’s estimate relies on expected payment of fees — ac-
counts receivable — which could create cash flow problems for the depart-
ment. According to DFG staff, there frequently is a 30- to 80-day time lag
between the time a Notice of Determination (NOD) for a project is filed and
receipt of the filing fee by the DFG. Thus, while the department counts as
revenue in the current year all fees expected to be owed for projects with
NODs through June 30, 1992, much of this revenue may not be received until
well into the budget year."The same is true for revenues in 1992-93, '

Consequently, despite the department’s progress in implementing the fee,
there is significant uncertainty that the revenues will actually materialize as
the department anticipates. Our reviéw of the cumulative cash receipts and
accounts receivable statements indicates that a more conservative projection
would be approximately $4.4 million in revenues each year, or $400,000 less
than the DFG estimates ($800,000 less over the two-year period).
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One-Time Infusion of Funds Proposed From 8(g) Fund. The Governor’s
Budget proposes a one-time transfer of $8.6 million from the Outer
Continental Shelf Lands Act, Section 8(g) Revenue Fund (known as the 8(g)
Fund) to the FGPF in 1992-93. (The purpose of this transfer is covered in
more detail below in our discussion of the department’s damage assessment
proposal for the Cantara Loop spill.) In the absence of this transfer, the
department’s proposed budget year expenditures ($71.2 million from the
FGPF-ND) would result in the fund ending 1992-93 with a deficiency of
about $3.8° million. This potential deficit is partially a result of the
department’s plans to initiate or expand FGPF-supported programs by over
$11 million in 1992-93. :

Conclusion. In general, the department’s revenue estimates have
improved. However, the positive fund condition proposed in the Governor’s
Budget is due partially to optimistic assumptions on the part of the
department for statutory changes and timely fee collections. If these assump-
tions do not prove true, the department could face revenue shortfalls of up
to $2.6 million through the budget year. Assuming adoption of the
department’s proposed expenditure plan, this would leave the FGPF-ND
with budgeted reserves of only $2.1 million, or-3 percent, at the end of 1992-
93 — in our opinion too low a level given the volatile nature of this fund
over the last several years. Moreover, to the extent that the Legislature does
not approve the transfer of monies from the 8(g) Fund to the FGPF-ND, an
actual gap between revenues and expenditures could occur. At its worst, this
gap could total as much as $6.5 million and would require approximately
$10 million in program reductions to bring the budget into balance and
establish a reserve totaling 5 percent of expenditures.

State to Shoulder Major Up Front Costs for Legal Response to Rail Spill

The Legislature has two options for funding damage assessment costs
related to the Cantara Loop spill in a way that avoids an inappropriate use
of the FGPF. '

“The DFG is the lead agency for response to the chemical spill, known as
the Cantara Loop spill, that damaged aquatic life along 45 miles of the
Sacramento River above Lake Shasta. The spill occurred last summer after
a.Southern  Pacific train derailed at the Cantara Loop bridge in Siskiyou
County spilling the chemical metam sodium directly into the river. The DFG
already has incurred immediate cleanup and response costs for which the
Southern Pacific Transportation: Company has provided partial
reimbursement. S o :

. In addition to clean-up activities, the DFG is the lead agency for (1)
assessing the damage to natural resources and (2) overseeing restoration of
these resources. The lead agency also shoulders the burden of costs incurred
in recovering damages from the responsible party. The department estimates
that completing the damage assessment and planning for restoration will -
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cost a tofal of $17.4 n{ﬂlion_bver as much as 10 years, with the majority of
the costs incurred in the first three years. The $17.4 million includes $3.9

‘million for staff, costs and $13.5 million for. contract studies.

Current-Year Budget Impact. The department proposes to begin the
-damage assessment process in the current year through deficiency funding
totalling $2.5 million from the: FGPF-ND ($2 million) and the Fish and
Wildlife Pollution Cleanup and Abatement Account ($500,000). These funds
would be used to add 12 permanent positions, purchase equipment, and
contract for damage assessment studies.

Budget-Year Proposal. For 1992-93, the Governor’s Budget proposes total
expenditures of $6.6 million from the FGPF-ND for the department’s damage
assessment efforts. This amount consists of approximately $800,000 for
support of department staff and $5.8 million for continued support of
contract studies. The budget proposes a loan of $8.6 million from the 8(g)
Fund to the FGPF-ND in 1992-93, to cover the department’s FGPF costs in
the current and budget years related to the spill. The budget does not
provide, however, for a specific repayment schedule. Without this loan, the
‘department would need to reduce other 1992-93 proposed augmentations by
at least $7.4 million (assuming a 5 percent reserve in the FGPF-ND), or cut
base expenditures by a like'amount. ;

. Proposed Funding Mechanism Flawed. Since the transfer of funds from
the 8(g) Fund to the FGPF-ND in the budget year is a loan, the FGPF-ND
ultimately would bear responsibility for repaying the loan to the 8(g) Fund.
Due to the FGPF's restricted uses and declining revenue base it does not
appear reasonable to rely on this fund to (1) support all.of the up front
deficiency costs or (2) bear the full burden of risk in the event that Southern
Pacific does not reimburse the state. for the full costs of damage assessment.
Under current law, the FGPF must be used to support programs primarily
of benefit to hunters and fishers. However, the damage created by the spill
was not limited to game species. The spill affected wildlife and vegetation
-generally in the area. Also, hunting and fishing revenues to the FGPF are
declining over time which means there will be less money in the fund in the
future to repay the loan from the 8(g) Fund should Southern Pacific not pay
the full costs. Therefore, it seems more appropriate that the Legislature take
one of two alternative approaches: ‘

* Fund the damage assessment program from the Hazardous Substance
Account (HSA). The HSA, administered by the Department of Toxic
Substances Control (DTSC), provides funds for, among other things, (1)
the clean-up of sites where hazardous substances have been released

“and (2) the costs of damage assessments related to a hazardous
substance release. Our review indicates that on a programmatic basis,
~ this is an appropriate fund to finance the Cantara Loop spill damage
assessment costs. We estimate, however, that based on the Governor’s
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Budget proposal, the HSA will end 1992-93 in the red. Consequently,
to fund the DFG’s Cantara Loop spill costs from this source, the
Legislature would have to make even deeper cuts in the DTSC’s
budget than it already must make. (For more information on the
condition of the HSA, please see our analysis of Item 3960 — The
‘Department of Toxic Substances Control.) S

* Fund the costs directly from the 8(g) Fund. Alternatively, the Legisla-

" ture, rather than providing a loan to the FGPF-ND from the 8(g) Fund

for these costs, could fund the costs of the Cantara Loop spill damage

assessmient directly with an appropriation from the 8(g) Fund.

Presumably, when and if Southern Pacific makes damage payments to
the state, the 8(g) Fund would be repaid. -~ - '

Budget Propoées_ Special Funds — Not o
Fees — For Support of Major New Initiative -

We recommend deletion of $1.8 million from the ELPF proposed to fund
development of the state’s first natural community conservation plan
because (1) the department does not include a cost-reimbursement schedule
as required in legislation and (2) the proposed spending plan exceeds the
parameters of a pilot project. (Reduce Item 3600-001-140 by $1,750,000.)

Background. Chapter 765, Statutes of 1991 (AB 2172, Kelley) — known as
the Natural Community Conservation Planning Act — authorized the DFG
to assist public and private agencies in preparing and implementing natural
community conservation plans (NCCPs) to provide protection for wildlife
species in areas proposed for development. The plans are intended to
provide frameworks early in the proposed development process for
protection of species and their habitats that make up a natural community.
The measure authorizes the DFG to adopt non-regulatory guidelines for the
development and implementation of the plans. The measure does not exempt
projects from the requirements of the CEQA, although the measure is
designed, in the long run, to shorten the CEQA process for individual
projects. Chapter 765 requires that the DFG be fully compensated for its costs
in assisting the NCCP process. ‘ - o

" For the current year, the DFG and the Resources Agency absorbed the
initial costs of implementing the program. Current-year activities involved
(1) organizing interested parties for a “pilot project” in Southern California,
(2) appointment of a scientific review panel and an advisory committee, (3)
appointment of legal counsel, and (4) signing of a cooperative agreement

between the DFG and the U.S. Fish and Wildlife Service. . ‘

" Budget Year Proposal. For 1992-93; the budget requests $1.8 million from
the Environmental License Plate Fund and 29 permanent positions (27.5
personnel-years) for (1) resources inventory and preliminary planning, (2)
mitigation negotiations and agreements, (3) scientific monitoring and threat
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assessment, and (4) statewide coordination and oversight. According to the
department, these costs are associated with implementing a pilot project that
focuses on coastal sage scrub habitat stretching along the coast from the
Mexican border into Ventura County. We have the following two concerns
with the department’s proposal.

. Contrary to Statute, Proposal Does Not Provide for Cost Reimbursement.
Chapter 765 requires that the DFG be fully compensated for its actual costs
to participate in the preparation and implementation of an NCCP. These
costs may include: consultation; compiling and providing habitat data; plan
review and approval; monitoring of plan implementation; and “other
activities necessary to the preparation and implementation of a plan.” The
department’s proposal, however, includes no fees or other method of
recouping costs. According to the DFG, requiring project proponents to
compensate the DFG for an NCCP may reduce the number of individuals or
firms who wish to participate, given the significant costs project proponents
currently may face under CEQA. Nevertheless, Chapter 765 is clear in its
direction that the department should be fully reimbursed for its costs.
Moreover, it makes sense for project proponents to pay for the costs of this
program since, in the long run, it is designed in part to benefit them by
shortening the CEQA process.

Proposal Does Not Include Basic Eléin,erits of Pilot Project, In our view,
a proposal to implement any new program on a pilot project basis should
include several elements. Specifically, the proposal should: ~

* Be limited in scope and site-specific.

* Include measurable goals and objectives, and a. timeline for pfoject
evaluation., ‘ .

* Terminate on a certain date, thereby requiring the department to justify
the continuation or expansion of the project. / o

This proposal, however, does not include these elements. For example, the
proposal requests permanent, not limited-term, positions and does: not
include goals and objectives by which the success of the project can be
evaluated. In addition, the proposal requests funds for activities that are not
strictly associated with the pilot project. The department indicates that these
funds would meet ‘more general biodiversity and conservation program
needs as well as statewide implementation of the NCCP program. In our
view, it makes sense to initiate this innovative program with a pilot project.
But the purpose of a pilot project is to determine whether — and in what
form — a program can be implemented successfully on a wider basis, by
first showing that the project is successful. Consequently, we do not believe
that the department’s request for permanent funds and staffing for this
program is warranted at this time. - oL :
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Conclusion. Because the proposal does not include a reimbursement plan
and tries to do too much too soon, we recommend that the Legislature delete
funding for this program until the department provides a more reasonable
plan which (1) fully justifies the proposed pilot project costs, (2) includes
measurable goals and objectives, and (3) provides for a reimbursement
schedule or other funding alternative through which the department can
recoup its costs. Consequently, we recommend deletion of the $1.8 million
that the DFG proposes to spend on pilot implementation.

Budget Proposes “Catch-Up" Program for County Payments

We recommend the enactment of legislation repealing the requirement
that the department make payments in lieu of taxes to counties in which the
department holds.lands, as this requirement is inconsistent with state law
regarding other property-holding state agencies. (Reduce Item 3600-001-200
by $520,000.)

Current law (Fish and Game Code Section 1504) requires the department
to provide in-lieu payments to counties for real property acquired and
operated by the state as wildlife management areas. Until the current year,
the department was able to keep current with a-portion of the in-lieu fee
obligation through a baseline redirection of resources. In the current year,
however, the Legislature deleted these funds from the department’s budget
because (1) the department was experiencing significant shortfalls in FGPF-
ND revenue relative to its overall expenditure plan and “(2) no other
department was required to make such payments for lands it owned and
managed. '

- For 1992-93, the budget proposes $1.8 million from the Fish and Game
Preservation Fund for payments to counties as compensation for property tax
losses incurred when the state acquired property for wildlife habitat. This
amount consists of $1.3 illion for payment in arrears (from1988-89 through
1991-92) of in-lieu obligations, and $520,000 to establish an ongoing base
expenditure for in-lieu payments beginning in 1992-93.

In-Lieu Payment Requirement Not Applied Across Departments. A
number of state agencies own and manage property on behalf of the state.
For example, the Department of Parks and Recreation owns and manages
state holdings of parks, beaches, and recreation areas; the Department of
Forestry and Fire Protection owns and manages the state forests; and Cal-
trans owns highway rights-of-way around the state. None of these depart-
ments, however, must pay fees in-lieu of property taxes to counties in which
they hold lands. In fact, our analysis indicates that the DFG is the only large
state property owner where current law requires such a payment.

. In our view, there is no analystical reason to treat this department
differently from other state departments with respect to its land holdings.
Consequently, we recommend the enactment of legislation repealing the
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requirement that the DFG pay to counties fees in lieu of taxes for the
property it holds. Consistent with this recommendation, we also recommend
that the Legislature reduce by $520,000 the amount requested in the Budget
Bill from the FGPF for support of these payments beginning in 1992-93. We
recommend approval, however, of the $1.3 million requested for payment in
arrears through the current year, as this amount represents an obligation of
the department under current law.

Marine Facilities Inspection Program Overbudgeted |

We recommend a reduction of $100,000 and one personnel-year requested
from the Oil Spill Prevention and Administration Fund for marine facility
inspections because this position is not necessary. (Reduce Item 3600-001-320
by $100,000.) ‘

‘The budget proposes an additional $606,000 for six inspectors in the
marine facility and vessel inspection program in the department’s Office of
Oil Spill Prevention and Response in 1992-93. These positions are intended
to supplement the existing 12 fish and game warden positions that were
funded when the office was established last year. The department indicates
that its actual field experience in this program has provided a better estiniate
of the inspection workload. In addition, the department reports that it now
recognizes the need for specific technical expertise which the wardens in the
inspection program do not have, .

Our review of this proposal indicates that, in general, the new positions
appear justified. However, roughly one-sixth of the workload identified for
these positions is for marine facility inspection activities currently performed
by staff of the State Lands Commission under its own oil spill prevention
program. For instance, the department proposes that the new inspectors
conduct annual reviews -of marine terminals and offshore oil platforms.
These reviews already are done on a routine basis by commission inspectors.
Consequently, we recommend the deletion of $100,000 requested for one
personnel-year ($52,000) and associated expenses ($48,000) for the
department’s marine facilities inspection program, as this position is not
necessary. : '

Clarification Needed’On Inspection Program Duties

 We recommend the adoption of Budget Bill language to specify that the
department may not expend funds on oil spill prevention activities that are
under the jurisdiction of the State Lands Commission. :

The Supplemental Report of the 1991 Budget Act expresses legislative intent
that the programs of the Department of Fish and Game, the State Lands
Commission, and other state agencies that implement the Lempert-Keene-
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Seastrand Oil Spill Prevention and Response Act not duplicate or overlap
each other. In addition, the Legislature directed the Secretary for Resources
to report by January 1, 1992 on the status of the coordination of these
agencies’ programs to minimize duplication of effort. S

At the time this analysis was prepared, the Resources Agency had not yet
submitted this report. However, in light of the department’s 1992-93 budget
request for additional inspectors, as discussed .above, it is clear that the
potential still exists for duplication or overlap within the state’s various oil
spill programs. Accordingly, we recommend that the Legislature adopt the
following Budget Bill language in Item 3600-001-320 to clarify - the
department’s use of oil spill funds and thus minimize this potential.

None of the funds appropriated in this item shall be expended by the Depart-
ment of Fish and Game for inspection of marine terminals or marine facilities,
as defined in Public Resources.Code Section 8750. The department shall, to the
greatest extent possible, coordinate its inspection activities with the State Lands
Commnission. : o

New Salton Sea Study Contract

We recommend deletion of $200,000 in funding proposed for the first year
of a multi-year contract to study fish survival in increasingly saline
conditions because the department has failed to provide the information
that would fully justify this project. (Reduce Item 3600-001-200 by $50,000
and Item 3600-001-890 by $150,000.)

The budget proposes $200,000 ($150,000 from federal funds and $50,000
from the FGPF) for the first year of a three-year contract to study . three
species of sport fish found in the Salton Sea and the salinity levels at which
they can survive. Increasing salinity levels threaten the naturalized
sportfishery in the Salton Sea because the sea receives most of its water from
salty agricultural run-off. N

~According to the department, the contract 1is needed because a long-term
technological solution to the salinity levels (for example, desalting ponds) is
not likely to be available for another 20 years. Consequently, the department
proposes to find out, under laboratory conditions, how these fish will react
to increasing salinity levels, and if they will be able to survive. The
department wants this information prior to determining whether or not to
undertake a hatchery stocking program at the sea in an attempt to extend the
life of the fishery.

Our analysis indicates, however, that in the absence of a plan to
undertake hatchery stocking at the sea — including an evaluation of the
costs of doing so — the Legislature has little information on which to base
a decision about the cost-effectiveness of undertaking the study at a-total

cost of $600,000 and, ultimately, a hatchery stocking program at the Salton
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Sea. Cbnset1uently, we recommend that the Legislature delete from the
‘budget the $200,000 proposed for support of this contract.

Capital Outlay

The Governor’s Budget proposes appropriations totaling $12 million in
Item 3600 for capital outlay expenditures in the Department of Fish and
Game. Please see our analysis of that item in the capital outlay section of this
Analysis which is in the back portion of this document. ™

Wildlife Conservation Board
- Item 3640

General Program Statement |

The Wildlife Conservation Board acquires property to protect and
preserve wildlife and provides fishing, hunting, and recreational access
facilities. The board’s ongoing support activities are financed primarily
through appropriations from (1) the Habitat Conservation Fund (the
California Wildlife Protection ‘Act of 1990—Proposition 117) and (2) the
Wildlife Restoration Fund, which annually receives $750,000 in horse racing
license revenues. - o - ’

OveNiew of the Budget Request

The Wildlife Conservation Board

| budget does yn‘ot propose ﬁhy Qigniﬁcant
workload or program changes. e C-

The budget proposes total support expenditures of $2.7 million from the
Habitat Conservation Fund ($1.8 million), the Wildlife Restoration Fund
($596,000), the California Wildlife, Coastal, and Park Land Conservation
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(Bond) Fund ($210,000), and the Environmental License Plate Fund ($102,000)
to support the Wildlife Conservation Board in 1992-93. This is $4.2 rmlhon,
or 61 percent, less than estimated current-year expenditures.

The proposed decrease does not represent a, reduction in activities for the
board. It is attributable primarily to a reduction in 1992-93 of transfers to the
Habitat Conservation Fund. In 1991-92, the budget counted- within the
board’s budget funds to support new and existing programs and projects
administered by the Department of Fish and Game and the Department of
Water Resources. The expenditures were processed through the board’s
budget to meet the fund transfer and expenditure requirements of Proposi-
tion 117 without using General Fund money. This practice is not proposed
to continue in the budget year.

The budget also proposes (1) a reduction of one:personnel-year and
$45,000 (Habitat Conservation Fund) to meet administrative cost restrictions
of Proposition 117 and (2) the addition of one personnel-year and $70,000
(Environmental ' License Plate Fund) to administer the Riparian’ Habitat
Conservation Program established in Ch 762/91 (SB 906 Hilb).

Capiiol Oullay

The Governor’s Budget proposes expenditures of $30 2 million in Item
3640-301 for capital outlay in the Wildlife Conservation Board. Please see our
analysis of that item in the capital outlay section of this Analysis which is in
the back portion of this document.

Department of Boating and WaterwayS
ltem 3680
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General Program Statement

'The Department of Boating and Waterways seeks to develop and improve
boating facilities in California, to promote boating safety, and to conduct a
statewide beach erosion control program. The department primarily (1)
eonstructs boating facilities for the state park system and State Water Project
reservoirs, (2) makes loans to public and private marina operators'to finance
the development of small craft harbors and marinas, and (3) makes grants
to local agencies to finance boat launching facilities, boating safety and
enforcement programs, and beach erosion control projects. C

Overview of the Budget Request :

The proposed budget for the Department of Boating and Waterways is
essentially a workload budget, except for the local assistance programs,
which receive significant increases over the current-year funding level.

The budget proposes expenditures for the Department of Boating and
Waterways totaling $48.2 million from the Harbors and Watercraft Revolving
Fund ($44 million), and federal funds and reimbursements ($4.1 million) for
support and local assistance in 1992-93. This is an increase of $4.3 million,
or 9.9 percent, from estimated current-year expenditures. The proposed
increase is due primarily to (1) a $1.6 million increase in grants to local
governments for boat launching facilities, (2) a $1.5 million increase in‘loans
for private marinas, and (3) a $1.2 million increase in loans for public
marinas. These proposed local assistance increases are funded entirely from
the Harbors and Watercraft Revolving Fund.

Capital Outiay and Local Assisibnce

The Governor’s Budget proposes several appropriations in Item 3680 for
capital outlay ($1.5 million) and local assistance ($42.9 million) expenditures
by the Department of Boating and Waterways. Please see our analysis of the
department’s proposed capital outlay and local assistance programs in the
capital outlay section of the Analysis which is in the back portion of this
document. g ' e
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General Program Statement

The California Coastal Commission administers the state’s coastal
management program, pursuant to the 1976 Coastal Act (as amended). The
two principal elements of this program are: (1) the review and approval of
local coastal programs (LCPs) and (2).the regulation of development:in the
72 local jurisdictions within. the coastal zone. The Coastal Commission also
administers the federal Coastal Zone Management ‘Act (CZMA) as the
designated state coastal management agency. - ’

Overview of the Budget Request .

~ The budget proposes minor workload adjustments: and no program
changes for the commission. SR SN

.

The budget proposes expenditures for the commission  totaling $9.9
million in 1992-93. This is an-incréase of $313,000, or 3.3 percent, from
estimated current-year expenditures.’ S

Proposed expenditures in 1992-93 consist of $5.5 million from the General
Fund, $2 million from state special funds, $2 million of federal CZMA
money, and $329,000 in reimbursements. The commission expects to retain
approximately $1.2 million, or 60 percent, of the CZMA money it receives in
1992-93. The remaining $820,000 will be passed .through to (1) the State
Coastal Conservancy ($369,000) and the San Francisco Bay.Conservation and
Development Commission ($201,000) and (2) local agencies ($250,000) under
the LCP grant program. R R .

.

‘The,.pr-oposéd' increase in the: commission’s budget is the net result
primarily of (1) workload and administrative adjustments totaling $558,000
and (2) a net reduction of three personnel-years-totaling $245,000. = -
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The commission, along with many other departments, has been subject to
a variety of reductions over the past several years. Among these is an
unallocated reduction of 17 percent from the General Fund in 1991-92. (This
reduction is 11 percent of the department’s total budget from all funds.) This
reduction is proposed to be carried over into 1992-93. In our companion
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact

of these reductions on various departments.

State Coastal Conservancy
ltem 3760 ‘

General Program Statement:

« .The State Coastal Conservancy is authorized to acquire land, undertake
projects, and award grants for the purposes of (1) preserving agricultural
land and significant coastal resources, (2) consolidating subdivided land, (3)
restoring wetlands, marshes, and other natural resources, (4) developing a
system of public accessways, and (5) improving coastal urban land uses. In

general, the projects must conform to California Coastal Act policies and be
approved by the conservancy governing board. : = a

Overview of the Budget Request

The budget propdses minor adjustments foi‘thé con‘servancy, primdrily ihe
deletion of one-time costs. : e T : e

~ The budget proposes total expenditures of $4.2 million from the State
Coastal Conservancy Fund ($3.5 million), the 1980 Parklands (Bond) Fund
($291,000) and reimbursements ($375,000) for support of the Coastal

Conservancy in 1992-93. This is a decrease of $318,000, or 7.1 percent, from
estimated . current-year expenditures. The decrease primarily reflects (1)-a
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reduction of $207,000 in reimbursements and (2) the deletion of one
current-year local assistance grant for $180,000. These reductions are offset
partially by various administrative adjustments.

Capital Outiay

The Governor’s Budget proposes several appropriations in Item 3760
totaling $7.5 million for capital outlay expenditures by the State Coastal
Conservancy. Please see our analysis of that item in the capital outlay section
of the Analysis which is in the back portion of this document.




IV - 72 / RESOURCES ' Item 3790

DEPARTMENT OF PARKS AND RECREATION.

Department of Parks and Recreation
ltem 3790

MAJOR ISSUES

> Park System Operations. The department will need to
make reductions in state park service levels in 1992-93
due to a projected $23 million decrease in funding
available from the General Fund and the State Parks
and Recreation Fund. There are no detalls yet available
on these reductions.

> Off-Highway Vehicle (OHV) Program. We recommend
(1) deletion of the Otay Mesa project because the
department has not adequately considered aitermna-
tives that would be a more appropriate use of state
funds and (2) transfer of $14.1 million from the OHV
Fund to the General Fund for expenditure on other
priorities,

Findings and Recommendations Analysis
Page
1. State Park Operations to Be Reduced. Insufficient funding 77
due to park fee revenue shortfalls and General Fund reduc-
tions will result in service reductions in the state park system



Item 3790 RESOURCES /1IV - 73

in 1992-93. The budget does not include a specific plan to
address this problem.

2, Otay Mesa Off-Highway Vehicl_e/ (OHV) Proje'ct. Reduce 78 .
. Item 3790-001-263 by $6,626,000. Recommend deletion of
project because the department has not adequately considered

alternatives that would be a more appropriate use of state

3. 'OHV Fund. Add Item 3790-011-263 to Increase General Fund 78
Transfers by $14.1 Million. Recommend the transfer of $14.1
million from the OHV Fund to the General Fund in 1992-93, .
because these funds could be used for other priorities while
leaving an adequate reserve in the OHV Fund.

4. Earthquake Safety Bond Funds. Reduce Item 3790-001-768 - 79
by $108,000. Recommend the deletion of $108,000 requested
from the Earthquake Safety and Public Buildings Rehabilita-
tion (Bond) Fund of 1990 for historic building review because
the funds will not be needed in the budget year.

5. State Park Concession Contracts. Recommend adoption of- 80
. ~supplemental report language expressing approval of the -
.department’s four proposed concession contracts.

General Program Statement

The Department of Parks and Recreation acquires, develops, preserves,
interprets, and manages the natural; cultural and recreational resources in

the state park system and in the State Vehicular Recreation Area and Trail

System (SVRATS). In addition, the department administers state and federal

grants to cities, counties, and special districts that help provide parks and

open-space areas throughout the state. - ‘

_ The state park system consists of 270 units, including 38 units adminis-
tered by local and regional park agencies. The system contains approximate-
ly 1.3 million acres of land with 281 miles of ocean and bay frontage and 820
miles of lake, reservoir, and river frontage. During 1992-93, about 70 million
visitations are anticipated at state parks and beaches operated by the
department. The SVRATS consists of approximately 53,000 acres in seven
units. The department projects that more than 1.4 million visitations to these
units will occur during 1992-93.

Overview of the Budget Request

The budget proposes a significant reduction in funding for the Department
of Parks and Recreation due primarily to a decrease in funds available for
local assistance grants. In addition, the budget projects a continuation in
1992-93 of the current shorifall in park fee revenues.
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The budget proposes expenditures for the Department of Parks and Recre-
ation totaling $181.8 million for support and local assistance in 1992-93. This
is a decrease of $84.6 million, or 32 percent, from estimated current-year
expenditures from all sources. ‘ '

State Operations. The budget requests a total of $164.5 million from the
General Fund ($54.4 million), the State Parks and Recreation Fund ($69.8
million), various other state special and bond funds ($32.8 million), federal
funds ($1.9 million) and reimbursements ($5.6 million) for support of the
department in 1992-93. This is a net increase of $6.6 million, or 4.2 percent,
above total estimated current-year support costs. The increase primarily
reflects an augmentation to comply with state and federal water treatment
regulations, additional staff and operating costs for new facilities, and
baseline adjustments to maintain the department’s current level of activity.
These augmentations are offset by a decrease from elimination of ‘various
one-time costs. : ro -

This department, along with many other departments, has been subject
to a variety of reductions-over the past several years. Among these is an
unallocated reduction of 17 percent from the General Fund in 1991-92. (This
reduction is 7 percent of the department’s total support budget from all
funds.) This reduction is proposed to be carried over into 1992-93. In our
companion document, The 1992-93 Budget: Perspectives and Issues, we discuss
the impact of these reductions on various departments.

Local Assistance. The department requests a total of‘$l 7.3 million from
the Off-Highway Vehicle Fund ($12.1 million), the Habitat Conservation

‘Fund ($2 million), the 1988 California Wildlife, Coastal, and Park Land

Conservation (Bond) Fund ($803,000) and federal funds ($2.4 million) for
local assistance grants in 1992-93. This is a decrease of $91.2 million, or 84

~ percent, from estimated current-year expenditures for local assistance. This

decrease primarily reflects (1) a reduction in the amounts remaining in
various bond funds that are available for appropriation and (2) elimination
of one-time spending from various state special funds. '

Table 1 pi'ovides a summary of the department’s expen.cl..itufes, by
program, for 1990-91 through 1992-93. -
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Department of Parks and Recreation
Budget Summary
1990-91 through 1992-93

(doilars in thou

o

sands)
0

s

Expenditures
Support - S hy ‘
Statewide planning - © 0 .$1,503 - $1,643 . $1,639 -0.2%
State park system development 7,630 - . 7,937 7952 - 02
Resources preservation, interpretation i
.and: historic preservation . 8,107 8,148 8,513 4.5
State park system operations 133,010 127,145 127,104 -
Off-highway motor vehicle (OHV) :
recreation : 8,223 11,800 17,970 '52.3
Grants administration 1,658 1,209 1,306 8.0
Departmental administration (costs ' '
~ distributed) (20,937)  (20,181)  (21,139) 4.7
* Subtotals, support © - ($160,031) ($157,882) ($164,484) (4.2%)
Local assistance ‘
Local assistance grants ’ $89,268  $94,858 $4,000 -95.8%
OHYV local assistance grants 10,746 12,394 12,100 24
* Historic preservation grants 499 1,272 1,178 7.4
Subtotals, local assistance $100,513) ($108,524)  ($17.278)  (-84.1%
Totals $260,544 $266,406 $181,762 -31.8%
General Fund $71,748  $54,296  $54,401 0.2%
State Parks and Recreation Fund 63,983 72,055 69,791  -3.1
Off-Highway Vehicle Fund 18,951 24,194 30,070 24.3
Public Resourcas Account, Cigarette . ’
and Tobacco Products Surtax Fund 12,612 9,316 7,182 -22.9
Other state special and bond funds 84,921 92,926 10,473 -88.7
Federal funds 3,621 7494 4,249 -43.3
Reimbursements 4,708 6,125 5596 -8.6
Personnel-Years 2,940 2,696 2,441 -9.5%

Table 2 identifies, by funding source, proposed budget changes for the:
department in 1992-93. As shown in Table 2, the budget proposes funding
most of the department’s significant workload and program changes from
the OHV Fund and other special funds, primarily the Public Resources
Account, Cigarette and Tobacco Products Surtax Fund (PRA). There are no
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%such increases proposed from the General Fund or the State Parks and
‘Recreation Fund (SPRF). : S

Department of Parks and Recreation

Proposed 1992-93 Budget Changes

(dollars in thousands)

S &

1991-92 Expenditures P
(Budget Act) - . $64,666 $79,534 $21,925 - $34,572 $200,697

Adjustments, 1991-92
General Fund raductions

(Secs. 1.20 and 3.90) -10,315 - - — - -10,315
Statutory and carryover .. o . SRS
appropriations 24 2,264 - 2,329 84,320 88,937
Revenue shortfall and other - - e
_reductions -~ v 5790 7 -9,743 -60  -3,031. -12,913

1991-92 Expenditures (rev.) $54,206  $72,055 $24,194 $115,861 $266,406

Baseline adjustments - - -$105 - -$2,264  -$523. - -$681 -$3,363

Workload and administrative ., : ; :
changes ’ .- — -$67 $2,685  $2,752

Program changes: o ‘ ‘ ‘ .

- Otay Mesa lease and staffing .. ..~ — —  $6,626 —  $6,626
Monterey History Center staffing = —_ - $404 404
Historic building earthquake
- safety .. ‘ - _— — 108 108
Hearst San Simeon theater : o

_ staffing ; L — - — 75 75
Local assistance grants — — -204  -90,952  -91,246
Subtotals, program changes =) () ($6,332) (-$90,365) (-$84,033)

'1992-93 Expenditures (prop.) $54,401  $69,791 $30,070 $27,500 $181,762
 Change from 1991-92 (rev.) G

Amount $105 -$2,264 $5,876 -$88,361 -$84,644
- .Percent ‘ 0.2% 31% 243% -763% -31.8%

* Includes Environmental License Plate Fund; Harbors and Watercraft Revolving Fund; Winter Recre-
ation Fund; Fines and Forfeitures Account, State Parks and Recreation Fund; Roberti-Zberg-Harris

- Urban. Open-Space and Recreation Account; Public Resources Account, Cigarette and Tobacco

.. .Products Surtax Fund; Habitat Conservation Fund; 1970,-1976, 1980, 1984, and 1988 park bond funds;

o Eartttrguake Safety and Public Buildings Rehabilitation Fund of 1990; federal funds; a reimburse-

oments. i sl : o a
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Analysis and Recommendations
Update on State Park System Revenues and Opera!iqns s

. The department faces a significant problem in funding the operations of
the state park system in 1992-93 due to the continuation. of (1) a shortfall
in state park fee revenues and (2) systemwide General Fund reductions. The
budget does not include a specific plan to address this problem. '

The Governor's Budget projects that revenues from park user fees to the
State Parks and Recreation Fund (SPRF) will total $57 million in 1992-93.
This is the same amount as estimated current-year fee revenues; and an
increase of $10.7 million, or 23 percent, from actual 1990-91 fee revenues.’

Background. Last year, as part of its action to balance the 1991-92 budget,
the Legislature reduced the department’s General Fund appropriation by $8
million and increased its SPRF appropriation by the same amount. The
Legislature also adopted budget lariguage requiring the department to
increase revenues from state park user fees and other sources to obtain $8
million in new revenues to the SPRF in 1991-92. These actions were similar
to those the Legislature took the previous year, when it required the
department to increase revenues to the SPRF by $16 million in 1990-91. *

To comply with the language in the 1991 Budget Act, the department
developed a new fee schedule that took effect on November 15, 1991. This
schedule modified the one which took effect on September 1, 1990, and
included a range of increases that varied according to park unit. The latest
fee schedule also was designed to address the public’s objections to many of
the previous year’s fee increases. fe S

Fee Revenue Shortfalls. At the time this analysis was prepared, however,
the department reported that various factors — such as.the economic
recession, weather conditions, and the increased state park fees — had led
to a substantial decline in visitor atteridance and a resulting drop in fee
revenues in 1990-91 and 1991-92. In addition, other events — primarily state
and local delays in approving new fee-collection equipment in coastal parks
— Ted to further shortfalls in park fees. Thus, actual fee' revenues to the

' SPRF in 1990-91 were about $7 million lower than the department’s original
estimate. The department estimates that fee revenues for 1991-92 will be
about $19 million lower than its projection a year-ago. It now anticipates a
shortfall of $11 million in 1992-93 fee revenues compared to earlier estimates.

This revenue shortfall — in conjunction with current-year General Fund
reductions of about $12 million that continue in the'budget year:— will
require the department to reduce park program service levels to address a
funding deficiency totaling $23 million. Although the department identified
27 park units in December 1991 where it would reduce service somewhat for
the remainder of the current year, it has not developed a specific reduction
plan for the budget year. The department advises that it is considering
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various strategies, including partial or total park closures, fewer hours. of
operation, and other reductions in visitor services. The Governor’s Budget
indicates that the department will provide detailed information to' the

egislature in the spring on its strategies for addressing this shortfall for the
budget year. ' o ' '

Oiay Mesa Oﬂ-Highway thicle Project

We recommend deletion of $6.6 million requested for the Otay Mesa State
Vehicular Recreation Area (SVRA), because the department has not
adequately considered alternatives to the proposed project that would be a
more appropriate use of state funds. (Reduce Item 3790-001-263 by
$6,626,000.) : : ‘ S :

The department requests a total of $6.6 million from the OHV Fund for
‘support costs of the proposed Otay Mesa SVRA in San Diego County. This
consists of (1) $6.3 million for a 20-year lease of 1,300 acres of private proper-
ty and (2) $335,000 and four personnel-years for initial staffing and operation
of the Otay Mesa SVRA in 1992-93. o -

. Our review of this proposal indicates that it is deficient in several
significant respects. First, the proposed lease is inconsistent with current
state practice, as it requires prepayment of the full lease cost in.the first year
of the 20-year term. In addition, despite the apparent demand for an OHV
-park in the western San Diego County area, the department has not fully
considered alternative sites to Otay Mesa that may present more reasonable
lease or acquisition terms. Finally, under the proposed lease, the state would
lose all of its developed facilities when control of thé property reverts to the
‘owner after 20 years. - :

Accordingly, we recommend the deletion of $6.6 million requested from
the OHV Fund for this project’s support costs in 1992-93. (We also recom-
mend a corresponding deletion of $1.9 million in our analysis of the
department’s capital outlay request for initial development of the Otay Mesa

project.)
Oﬁ-Highwdy Vehicle Fund Transfer

~ We recommend the transfer of $14.1 million from the OHV Fund to the
General Fund in 1992-93, because these funds could be used for other
priorities while leaving an adequate reserve in the OHV Fund. (Add Item
3790-011-263 to increase General Fund transfers by $14.1 million.)

The budget projects that revenues and transfers to the OHV Fund in 1992-
93 will total $27.7 million. This is an increase of $11.8 million, or 75 percent,
from actual revenues and transfers in 1990-91. The increase is attributable
primarily to the gas tax rate increases authorized under Proposition 111,
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which was approved by the voters in June 1990. Under current law, the
OHV Fund receives roughly 1 percent of gasoline tax revenues, based on an
estimate of the amount of gasoline purchased for use in off-highway
vehicles. The OHV Fund also receives revenues from off-highway vehicle
registration fees and investment interest. = - B o

Although under existing law, money in the OHV Furid can be expended
only for specific OHV-related purposes, the Legislature could make these
funds available for other purposes by transferring them to the General Fund
through the Budget Bill. The Constitution does not place restrictions on how
these funds are used because, unlike most gasoline tax revenues, they are
collected from nonhighway users. ' ‘ R

‘The budget projects that the OHV Fund will have a reserve of $6.7 million
at the end. of the budget year, or about 18 percent of proposed OHV
expenditures. We believe that this reserve level could be reduced to 3
percent — consistent with the percent-of-expenditure level adopted for the
General Fund reserve in'prior budgets — and still provide adequate
protection against economic uncertainties. Lowering the OHV Fund’s reserve
level-to3 percent would make $5.6 million available for other purposes. In
addition, adoption of our recommendations on the department’s proposed
Otay Mesa OHV project would make available an additional $8.5 million
from requested support ($6.6 million) and capital outlay funding ($1.9
million). _

Recommendation. Accordingly, we recommend the adoption of the
following Budget Bill item to transfer a total of $14.1 million from the OHV
Fund to the General Fund in 1992-93. This is consistent with the transfer
item that the Legislature adopted in the 1991 Budget Bill, and would give the
Legislature additional flexibility to accomplish its priority objectives.

3790-011-263—For transfer to the General Fund, payable from the Off-Highway :
Vehicle Fund ......... ... .0t (14,109,000)
Provisions: -

1. Of the amount transferred in the 1992-93 fiscal year from the Motor Vehicle ~
Fuel Account, Transportation Tax Fund, to the Off-Highway Vehicle Fund " :
pursuant to Section 8352.6 of the Revenue and Taxation Code, the Control- -
ler shall transfer $14,109,000 to the General Fund. B :

Request for Earthquake Safety Bond Funds is Stll Without Foundation

We recommend the deletion of $108,000 requested from the Earthquake
Safety and Public Buildings Rehabilitation (Bond) Fund of 1990 for historic
building review because the funds will not be needed in the budget year.
(Reduce Item 3790-001-768 by $108,000.) :
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The department requests $108,000 (two personnel—years) from - the
Earthquake Safety and Public Buildings Rehabilitation (Bond) Fund of 1990
for the Office of Historic Preservation (OHP) to perform its duties under
Proposition 122, approved by the voters in June 1990. This measure primarily
authorizes the sale of bonds for replacement, relocation, retrofitting or other
seismic hazard reductions for state and certain local government bulldmgs,
and for associated admlmstratwe costs.

The bond act reqmres the Office of the State Architect (OSA) to estabhsh
criteria for funding seismic safety work on these buildings. If the building
is de51gnated as historic, the OSA must consult with the OHP before (1)
proposing to demolish the building, in the case of state buildings or (2)
agreemg to a local request to demolish a local government building,

Because of the OSA’s schedule for 1mp1ementmg the bond act, it will not
need to consult with the OHP on proposed demolition of historic govern-
ment buildings until after 1992-93. Accordingly, we recommend deletion of
$108,000 requested from the 1990 earthquake safety bond fund because the
department will not need the funds in the budget year.

State Park Concession Contracts

We recommend the adoption of supplemental report language expressmg
approval of the department’s four proposed concession contracts.‘

-The Public Resources Code generally authorizes the department to
contract for the operation of concessions within the park system. The
department is required to prepare an annual report on its concession
operations. Table 3 summarizes the findings of the department’s draft 1990-
91 annual concessions report.

Table 3

Department of Parks and Recreation
Summary of Concession Operatlons
1989-90 and 1990-91

(dollars in thousands)

Number of concession contracts : 139 140
Gross sales $51,387  $52,230
Revenues to the SPRF $5,527 $5,287 -$240 -4.3
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As shown in Table 3, concession revenues to the State Parks®and
Recreation Fund decreased by $240,000, or 4.3 percent, from 1989-90 to 1990-
91, due primarily to several concessions where rental payments to the
department are in arrears. (The department is pursuing various actions to
recover these payments.) Two concessions accounted for 55 percent of the
rental revenues to the state in 1990-91: (1) ARA Food Service at Hearst San
Simeon State Historical Monument — ‘$1.6 million; and (2) *Bazaar del
Mundo in Old Town San Diego State Historic Park (SHP) — $1.3-million.

New Concession Proposals. Public Resources Code Section 5080.20
requires that, as part of the budget process, the Legislature review ‘and
approve any proposed new or amended concession contract that involves a
total investment or estimated annual gross sales in excess of $250,000.
Traditionally, the Legislature expresses its approval by adopting supplemen-
tal report language describing each approved concession. The department
has submitted four proposals for legislative review.’ v

Our review indicates that the department’s four concession proposals are
reasonable and that the rental terms are appropriate. Accordingly, we
recommend that the Legislature adopt supplemental report language
expressing approval of these 1992-93 concession proposals: -

1. Old Town San Diego State Historic Park (SHP) — El Fandango
Restaurant. The department proposes to bid a new five-year conces-
~-sion - contract for the existing facility known as the El' Fandango
Restaurant at Old Town San Diego SHP. The department proposes a
minimum acceptable rent of 7 percent of gross sales, which it estimates
at $900,000 in the first year. Consequently, the estimated minimum
annual rental is $63,000. The department estimates that repairs and
improvements to the facility will require the concessionaire to invest
about $25,000. .

2, Santa Monica State Beach (SB) — Beach Stands. The department
. proposes to allow the City of Santa Monica to bid a new five-year
concession contract for five existing beach stands for food sales and
‘beach equipment rentals at Santa Monica SB. The city has operated this
park unit under a 25-year agreement with the state since 1981 and
- under the agreement the city is fully responsible for operation and
maintenance of the park, including concessions. Based on projected
first-year gross sales of $600,000 and a minimum rental rate of 20
percent of the gross, the estimated minimum annual rent revenues are
'$120,000. Under the state’s operating agreement with the city, these
revenues would be used by the city for continued operation and
maintenance of the park, in accordance with Public Resources Code
Section 5080.32.

3. Silverwood Lake State Recreation Area (SRA) — Marina and Camp
Store. The department proposes to bid'a new 20-year contract for an
existing marina, boat rental and camp store concession at Silverwood
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- Lake SRA in San Bernardino County. The department proposes a mini-

;. mum acceptable rent of 7 percent of monthly gross sales. The estimated

minimum annual rental is $70,000, based on estimated gross sales of

$1 million in the first year. In addition, the proposed contract will

require the concessionaire to set aside at least 1.5 percent of total

-annual gross sales to pay. for property maintenance or, if this mainte-
nance is not done, to add to the state’s rent.

4. Folsom Lake SRA — Brown’s Ravine Marina. The department
proposes to amend a concession contract for an existing marina facility
at Brown’s Ravine in Folsom Lake SRA. The proposed amendment

- would extend the existing contract, which expires in 11 years, for an
additional eight years - to provide for amortization . of the
concessionaire’s investment of approximately $425,000 required to
repair damage to the marina from storms in March 1991.

Capital Outiay and Local Assistance

The Governor’s Budget proposes several appropriations in Item 3790 for
capital outlay and local assistance expenditures by the Department of Parks
and Recreation. Please see our analysis of the department’s proposed capital
outlay and local assistance programs in the capital outlay section of the
Analysis which is in the back portion of this document.

Santa Monica Mountains Conservancy
ltem 3810 B

General Program Statement

‘The Santa Monica Mountains Conservahcy purchasés lands and provides
grants to state and local agencies and nonprofit organizations (a) to further
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the purposes of the federal Santa Monica Mountains Comprehensive Plan
and (b) for similar purposes in the “Rim of the Valley Corridor” adjacent to
the San Fernando Valley. It promotes the objectives of these programs by (1)
acquiring and consolidating subdivided land, (2) acquiring land for eventual
sale or transfer to other public agencies, (3) creating buffer zones sur-
rounding federal and state park sites, and (4) restoring natural resource

‘areas.

"V'Overview.of the Budget Request -

The budget proposes no workload or program changes for the
conservancy.

The budget requests a total of $632,000 from the General Fund ($177,000),
the Santa Monica Mountains Conservancy Fund (SMMCF—$415,000) and
reimbursements ($40,000) for support of the conservancy in 1992-93. This
amount is roughly the same as current-year expenditures. v

Funds in the SMMCF primarily come from reimbursements from the

‘Mountains: Recreation and' Conservation Authority (MRCA) and sales of

conservancy property. The MRCA is a joint powers authority made up of the
conservancy and two local recreation and park districts in the Santa Monica
Mountains area. » T - ‘

.Capital Outlay

* The Governor’s Budget proposes an appropriation of $10 million m Item
3810 for capital outlay expenditures by the Santa Monica Mountains
Conservancy. Please see our analysis of that item in the capital outlay section

of the Arialysis which is in the back portion of this document.

San Francisco Bay Conservation and
Development Commission
ltem 3820
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-General Program Statement . :
“The San' Francisco Bay - Conservation and : Development Commission
«(BCDC) implements and updates the San Francisco Bay Plan and the Suisun
Marsh Protection Plan. Under these plans, the BCDC regulates: (1) all filling
and dredging activities in the San Francisco, San Pablo, and Suisun Bays
including specified sloughs, creeks, and tributaries; (2) changes in the use of
salt ponds and other “managed wetlands” adjacent to the bay; and (3)
significant changes in land use within the 100-foot strip inland from the bay.

Overview of the Budget Requesi

'The: budget proposes only minor changes for the BCDC, pnmtmly an
increase for implementation of the Long Term Management Strategy (LTMS)
4study required by Ch 583/91 (AB 1059, Sher).. .

"The budget proposes total expenditures of $2, 190 000 for support of the
BCDC in 1992-93. This is a net increase of $58,000, or 2.7 percent, from total
estimated current-year expenditures. This increase results from the full-year
implementation of the LTMS study, funded primarily from dredging permit
fees, offset by the deletion of various one-time costs.

The commission, along with many other departments, has been sub]ect to
a variety of reductions over the past several years. Among these is an
unallocated reduction of 15 percent from the General Fund in 1991-92. (This
reduction is 10 percent of the department’ s total budget from all funds.) This
reduction is proposed to‘be carried over into 1992-93. In our companion
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact
of these reductions on various departments. -
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Department of Water Resources
Item 3860

MAJOR ISSUES

> Proposed Bond Issue. Dépdrtmen’r broposes to bring fhé
state current on its local flood control assistance obhgc-
~ tion by |ssuing new genercl obligation bonds ' -

=

Findings and Recommendations ~ Analysis
' . .. Page -
1. Proposed Bond Issue. Budget assumes that a ma]or increase 90
in support for the flood control subventions program will be .

funded by a general obhgatlon bond measure proposed for
the November 1992 ballot.

2. California Water Plan. Reduce Item 3860-001-244 by B

$400,000. Recommend a reduction of $400,000 in the amount
allocated for updating the California Water Plan to reflect a
more reasonable estimate of the costs imposed by legislation.

General Program Statement

The Department of Water Resources (DWR) protects and manages
California’s water resources. In this capacity, the department implements the
State Water Resources Development System, including the State Water
Project (SWP). The department also maintains public safety and prevents
damage through flood control operations, supervision of dams, and safe
drinking water projects. In addition, the DWR furnishes technical services to
other agencies.
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Overview of the Budget Request

The budget for the DWR includes several program changes — primarily
for flood control — resulting in significant increases over the department’
current-year funding level.

The budget proposes total expendltures of $1 billion in 1992-93, an
increase -of $91 million, or 9.5 percent, from total estimated current-year
expenditures. The total includes $798 million in expenditures financed with
SWP funds and $100 million in other continuously appropriated funds
(primarily bond funds for drinking water and water conservation loans and
grants). Appropriations in the Budget Bill provide the remaining $199
million, of which $27 million is from the General Fund and $9 million is
from reimbursements. The General Fund amount is approximately the same
as the amount of General Fund support that the department estimates it will
expend in the current year. Table 1 displays the expenditures and staffmg
levels for the department from 1990-91 through 1992-93.

This department along with many other departments, has been subject
to a variety of reductions over the past several years. Among these is an
unallocated reduction of 17 percent from the General Fund in 1991-92. (This
reduction is 4.1 percent of the department’s total budget from all funds,
including reimbursements.) This reduction is proposed to be carried over
into 1992-93. In our companion document, The 1992-93 Budget: Perspectives
and Issues, we discuss the impact of these reductions on various departments

The $91 million increase in the department’s budget pnmarlly consists of
(1) $57 million for the flood control subventions program to provide some
of the state’s share of costs for local flood control projects, (2) a net $6.2
million decrease in loans and grants provided through the safe drinking
water and water conservation programs, (3) a $36 million increase in
expenditures for SWP activities, (4) $11.5 million for projects related to Delta
flood control, desalination and wastewater reclamation, and: (5)-a reduction
of $7.8 million for various one-time expenditures and administrative
adjustments. Table 2 shows the department’s proposed budget changes, by
funding source, excluding SWP activities, in 1992-93.
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Department of Water Resources
Budget Summary
1990-91 through 1992-93

: (dollars in thou

g

sands)
™

Expenditurés_ L o
Safety, flood control, water management .
California Water Plan $31,526°  $64,005 '~ $77,197 20:6%
Flood control and dam safety 58,620 126,128 170,173 34.9
Technical support 2,906 6,846 5120 252
Administration (distributed) (44,276) (46,758) (47,714) . 20
Loan repayments » -1,122 -1,196 -1,190 -0.5
"+ Subtotals - : v ($91,930) ($195,783) ($251,300) (28.4%)
' State Water Project v $644,851 $762,681 $798,181 47%
Totals - $736,781  $958,464 $1,049,481 9:5%
Safety, flood control, water management f .
‘| General Fund $31,401 $27,296 $27,258 -01%
-California Water Fund . - 2,510 2,449 3,075 25.6
State Water Project funds 1,531 1,702 1,982 16.5
Other special funds 16,902 45,446 23,694  -47.9
Flood Control Bond Fund of 1992 — — 87220 b
Other bond funds 34,353 107,604 99,721.. -7.3
Federal Trust Fund - 558 1,268 896 -29.3
Reimbursements - - e . 5,797 - 11,214 8,644  -22.9
Loan repayments : . L, -1122 -1,196 . =1,190 - -0.5
State Water Project ‘ . L
General Fund ‘ : . 227 8 9 12.5
California Water Fund 703 703 686 24
State Water Project funds . . 643,560 760,915 . . 796,116 4.6
Federal Trust Fund . . 246 698 954 . 36.7
Reimbursements e 115 357 ‘ _416 165
| Personnel-Years 2,822.6 2,716.1 2,7468  1.1%
® Excludes flood control capital outlay.
® Not a meaningful figure.




|Proposed 1992-93 Budget Changes

| (dollars in thousands)

; 1991-92 Expenditures (rev.) $27,296  $1,702 $46,699 $120,086  $195,783

Workload changes and
-administrative adjustments , . . ‘ .
Miscellaneous adjustments -38 280 560 . 2,066 = -1,263:
Local assistance . o '
* -adjustments ’ - — 11,464  -11,933 "~ -469
--Delete reappropriations , —_ = -5,220 -2,580 7,800
: . Subtotals | .- (-$38) - ($280) ($6,804) (-$16,578)- (-$9,532)
.| Program changes - - ‘ S
“Flood control subventions - —  -$29,850 $87,220 ' $57,370°
Urban streams restoration — -_ 300 —_ 300°
Trinity River restoration —_ —_— 676 — -~ 676
San Joaquin River : :
management . T — 250 - 250 .
Upper Sacramento fish an o : .
riparian habitat : — — 300 — . 800
California Water Plan — - 500 .= 500
Water Conservation Bond o
) Law of 1988 — — — 5,763 5'!753
' Subtotals , — —  (-$27,924) ($92,973) ($65,049)

: ® Federal funds, reimbursements, and bond funds (Safe Drinking Water Fund; 1984 State Clean Water
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Table 2

Department of Water Resources
Excluding State Water Project

1992-93 Expenditures (prop.) $27,258  $1,982 $25,579 $196,481 -$251,300

Change from 1991-92 o
Amount -$38 $280 -$21,120  $76,395 - $55,517
Percent ’ -0.1% 16.5% -452% = 63.6% {'28.4%

a

California Watér Fund, Special Account for Capital. Qutlay, Environmental License Plate Flind, Pub'li‘c
Resources Account, and the Renewable Resources Investment Fund. ’ s

Bond Fund; 1986 Water Conservation and Water Quality Bond Fund; California Wildlife, Coastal and
Park Land Fund of 1988; Water Conservation Bond Fund of 1988; the Safe Water Bond Fund of 1988;
and the Flood Control Bond Fund of 1992).
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State Water Proiect Changes

State Water Project revenues are continuously appropriated to the depart-
ment. As Table 3 shows, the department expects to spend $798 million for
the construction, operation, and maintenance of the SWP in 1992-93. This is
an increase of $36 million, or 4.7 percent, over estimated current-year
expenditures. ‘ '

Department of Water Resources

State Water Project «
Proposed 1992-93 Budget Changes
All Funds .

(dollars in thousands)

199192 Eipendit;'qreg (fé\iised)

State operations L . §176223
Capital outlay . 586,458
© Total I ; $762,681°
‘\'Workload and administrative adjustments : o o $299

Project changes: ' S e e
Increased annual operation and maintenance of State - ‘ o
Water Project Facilities. . ' : S $12,875 -

_North and South Delta projects * - - , - - 1,054
Construct Boynton-Cordelia ditch — Suisun Marsh ' : ' et e
project . : : . - 2,600
Design and construct temporary rock barriers — . .. - SRR C et
Delta . ‘ ’ 9,300 .
Design and construct intake structures and gate work — ‘

_ San Bernardino Tunnel - - R - ‘ « - 5,100

_ State financial assistance for local projects (Davis- D U

~ Grunsky Program) . S B - 4505

~ Planning model development program C o 267
Subtotal o § o (835.201)

1992-93 Expenditures (proposed) - e

. State operations : . e e ©a. o $189,398

Capital outiay s ) : , o 608,783,

Total c - $798,181

Change from 1991-92 (revised) o
Amount : S ) $35,500
- Percent ‘ ' ; O A%
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- +The major:S_W:P funding changes proposed for 1992-93 include:

o Increased operation and maintenance costs for the project, including

major special repairs, renovations and equipment replacement ($12.4
million). ' :

~ * Various design and construction projects ($17 million).

* Financial assistance for local projects ($4.5 million).

® Increased staff for land acquis‘ition-relat’éd to“the North' “a'f\d South
Delta Water Management Plan ($1.1 million). ™~ =~ . -

Analysis and Recommendations

:{Bond Proposal For Flood ,,Qpnirql\‘Subve,_ntion:Prog_rdm

: " The butkige’tﬁ proposes a muajor increase in eéxpenditures — to be ﬁinded
from new bond funds — to bring the state up to date on its local assistarice
i obligation for flood control projects. o

Under cutrent law, the state funds 70 percent of the nonfederal.préject

costs for flood control projects authorized by Congress and the Legislature.
. Local agencies fund the remaining 30 percent. The state traditionally has
funded its share of the nonfederal costs through the General Fund or
appropriate special funds, such as the Special. Account for Capital Outlay
(SAFCO). The program was not funded in 1990-91, however, because a
; general obligation bond measure that included $90 million for flood ‘control
‘subventions failed on the November 1990 ballot. In addition, for 1991-92, the
. Legislature reduced the department’s proposed SAFCO appropriation for
‘flood control subventions from $43 million to $30 million due to a lack of
funds.

The budget proposes expeﬁdifures of $87 million to vpi'Ovi‘de the state’s

share of costs for flood control projects in 1992-93. This is an increase of $57
million or nearly three times the current-year expenditures for flood control
.subventions. The budget assumes the expenditures will be funded entirely
from a general obligation bond measure proposed by the administration for
the 1992 ballots. (In addition, the budget proposes$2.3 million for capital
outlay expenditures related to state-sponsored flood control projects along
.the Sacramento River and its tributaries. Our discussion of the capital outlay
‘portion of this proposal is included in our analysis of the department’s
:capital outlay budget.) It is our understanding that the administration will
seek a total bond issue of $200 million for flood control and safe drinking
water projects. The department indicates that a bond issue was proposed for
this program because of limitations on funding available from SAFCO and
the General Fund. o N '



Item 3860 RESOURCES / IV - 91

The department estimates that the total state obligation for currently
authorized local flood control projects is approximately $360 million. Based
on current project expenditure plans, it appears that most of the bond funds
in 1992-93 would be used, subject to appropriation by the Legislature, to
catch up on ‘prior-year claims ($67 million) and fund 1992-93 claims ($20
million). The majority of these claims are for the Santa Ana River project in
Orange, Riverside, and San Bernardino Counties.

California Water Plan

We recommend a reduction of $400,000. in the amount proposed by the
department for updating the California Water Plan, to reflect a more
reasonable estimate of the . costs imposed on the department by new
legislation. (Reduce Item 3860-001-244 by $400,000.) :

- The budget proposes $500,000 from the California Water Fund for five
permanent positions the department indicates are necessary to comply with
Ch 620/91 (AB 799, Cortese). Chapter 620 requires the DWR to (1) update
the California Water Plan (CWP) and submit it to the Legislature every five
years and (2) expand the level of public review in development of the plan.
The CWP, first published in 1957, is the state’s master plan for coordinated
development and protection of water resources. To increase public review
of the plan, Chapter 620 requires the DWR to release a preliminary draft of
the water plan, upon request, for review and comment by interested parties
and hold hearings to discuss the plan. According to the department,
additional staff are necessary to (1) formulate a plan that is comprehensive
and satisfies the public and (2) meet the demands of the public hearing and
review process. We have several concerns with the budget proposal.

Requirement for Bulk of Work Predates Ch 620/91. Before Chapter 620,
state law required periodic updates of the plan at the discretion of the
department. Updates were published in 1966, 1970, 1974, 1983, and 1987. At
the time that Chapter 620 was pending before the Legislature, the DWR
estimated total costs of $150,000 every five years ($50,000 in 1991-92, which
the department indicated it would absorb, and $100,000 in 1992-93) to meet
the periodic review and updating requirements. Now, the department is
requesting $485,000 annually (plus $15,000 in one-time equipment purchases)
for these same tasks. Our review of the department’s request indicates,
however, that this increased estimate is unwarranted because the department
already does periodic updates of the plan. In fact, work on the next update
of the plan, scheduled for release in 1993, was under way before passage of
Chapter 620.

Increased Public Input Is A Periodic Requirement. As stated above, the
department proposes to add five permanent positions to implement Ch
620/91. Our review of Chapter 620's provisions indicates, however, that the
only significant identifiable increased workload resulting from the measure
is the requirement to provide greater public input to the development of
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updated plans. In our view, this can be accomplished through a review and
comment period — including public hearings by .the California Water
Commission — following release of updated drafts, prior to the department
issuing a final periodic update. We estimate that staffing needs for such an
approach total at most one personnel-year and $100,000 every five years.
Because of the intermittent nature of this work, the department also should
consider using external contracts to provide the staff support for the public
input process. '

- Conclusion. Based on our review of the requirements of Chapter 620 and
the department’s proposal, e recommend that the Legislature (1) reduce by
$400,000 the department’s request for additional support to implement the
measure and (2) approve the remaining $100,000 on a one-time basis for
support of either contracts or a one-year limited-term position to support
public input to the revision of the CWP. This will ensure that the department

has adequate resources to comply with: Chapter 620.

Capital Outiay.

" The Governor’s Budget proposes an appropriation of $2.3 million in Item
3860 for capital outlay expenditure in the DWR. Please see our analysis of
that item in the capital outlay section of this Analysis which is in the back
portion of this document. .- ‘ C '
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- AirResources Board
Item 3900

MAJOR ISSUES

» Motor Vehicle Account. The budget proposes expendl-
tures of $34.3 million from the Motor Vehicle Account
for support of the board’s stationary source program. In
light of (1) constitutional limitations on the use of the
Motor Vehicle Account and (2) a pending shorifall in
the account, the Legislature should reevaluate how the -
board’s programs are funded. G

Findings and Recommendations = =~ Analysis
: Page
1.. Use of Motor Vehicle Account (MVA) Raises Issues The Air 95
Resources Board (ARB) requests funding from the MVA for :
- both its mobile source and stationary source programs. This
raises issues regarding the proper use of the MVA which the"
Legislature needs to consider.

2. Budget Display Revision Needed. Recommend Budget Bill 97
" be amended to reflect specific allocations to the mobile source
and stationary source programs, consistent with legislative
direction in the Supplemental Report of the 1991 Budget Act.

General Program Statement

The ARB is responsible for achlevmg and malntalmng satlsfactory air
quality in California. This responsibility requires the board to establish
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ambient air quality standards for certain pollutants, regulate vehicle
emissions, identify and control toxic air pollutants, administer air pollution
research studies, develop and oversee implementation plans for the
attainment and maintenance of both state and federal air quality standards
and oversee the regulation of sources of pollution by ‘air pollution control
districts.,

Ove‘rview,lof the Budget Request

The budget for the ARB includes several program changes resulting in
significant increases over the board’s current-year funding levels.

The budget proposes expenditures of $103.5 million from the MVA ($71.4
million), other state special funds ($24.9 million), and federal funds and
reimbursements ($7.2 million) for the ARB in 1992-93. This is an increase of
$10.4 million, or 11 percent, over estimated current-year expenditures. This
increase results primarily from requests to (1) implement new vehicle
emissions regulations ($4.3 million — MVA), (2) implement the emissions
inventory improvement program ($3.1 million — MVA), (3) develop
consumer product testing methods ($1.5 million — Environmental License
Plate Fund), and (4) replace worn equipment ($1.4 million — MVA). Table
1 summarizes the expenditures for the ARB for the past, current, and budget
years. -

Air Resources Board
Budget Summary
1990-91 through 1992-93

(dollars in thousands)

Expenditures ' :
Mobile source v $20,053  $22,661 $54,978 142.6%
Stationary source 17,353 18,903 48,571 156.9
Technical support® 16,797 15,862 (17,398) 9.7
Compliance® , 5,923 6,133 (6,454) 5.2
Monitoring and laboratory® ‘ 14,910 16,778 (19,805) 18.0
Research® 12,730 12,622 (12,582) 0.3
Continued
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‘Administration o ; L u
 Distributed e . (8,844) . (8542) . (9,001) 54
Undistributed , 8 169 . 0 - 1-100.0
| Environmental affairs coordlnatlonb‘ . 5394 ., — . - -
Totals ' - - $93,168 .. $93,128: $103,549 11.2%
GeneralFund . ga7 . — = —f
Motor Vehicle Account ' ' 57,281 64,413 71,394 10.8
‘Other state special funds =~ - L. 24,928 - 21,508 - 24942 . 112
Federal funds . . i : : 8,167 -~ 3,168 - 3,174 0.2
Reimbursements. ~ = S 5067 o 4039 ¢ 4,039 —_
Personnel-Years T 818 815 8718 1A%
Beglnnlng in 1992-93, technical support compliance monltoﬂng and Iaboratory, and research.costs are
distributed to mobile source arid stationary source programs.
Beginning in 1991-92, envnronmental affa rscoordmatlon is shown-in Itam 0555 under the- Secretary for
Environmental Protectlon . ;
° Not.a rieaningful figure. )

Analysls and Recommendahons :
Use of Moior Vehlcle Account Raises Issues

‘The ARB requests funding from the MVA for both its mobile source and
statzonary source programs. This raises issues regarding the proper use of
the MVA which the Legislature needs to consider. :

The ARB requests a total of $71 4 million from the MVA for support of 1ts
programs in 1992-93. ‘This amount is comprised of (1) $37.1 million for the
mobile sotrce program ‘and’ (2)' $34.3 million for the stationary source
program (including $7.5 million for local assistance fundiiig to air pollution
contrel districts). The total requésted is an increase ‘of $7 million, or 11
percent, above the ARB’s eshmated current-year expendltures from the
MVA : :

‘In past years, we have ralsed concerns thh some of the ARB's proposals
for use of MVA funds, primarily. because it appeared that the MVA was
being used to support work unrelated:to the control of emissions resulting
from motor vehicle operation. This use of the MVA is.contrary to Article XIX
of the Constitution, which limits the pollution control use of the account to
motor vehicle-related sources of emissions. Specifically, the Constitution
limits MVA expenditures for environmental programs to “the mltlgatlon of
the environmental effects of motor vehicle operation due to air and sound
emissions.”
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' The Governor’s Budget highlights this issue because of a revision in the
way in which the ARB’s budget request is displayed. Prior budgets showed
seven elements under the ARB’s air pollution control program; mobile
source, stationary source, technical support, compliance, monitoring and
laboratory, research, and administration. In accordance with the Legislature’s
direction in the Supplemental Report of the 1991 Budget Act, the Department of
Finance and the ARB have displayed the 1992-93 budget request more along
program lines. Thus, the Governor’s Budget now displays three elements for
the ARB: mobile source, stationary source, and distributed administration.

It appears likely that all or a portion of the ARB's request for MVA
funding is related to stationary source program activities not related to the
control of emissions resulting from motor vehicle operation. Past budgets
have used a wide range of funding ratios between the MVA and other funds
(including the General Fund), based largely on the comparative availability
of money in the MVA. However, as we note in our analysis of the Depart-
ment of Motor Vehicles (Item 2740): (1) the MVA will have a current-year
deficit because revenues are less than estimated and there is no asstirance
that “unidentified savings” will be achieved and (2) without the enactment
of several proposals to increase resources and reduce expenditiires, the MVA
will have about a $4 million budget-year deficit. Because of these problems,
the Legislature needs to evaluate how much funding to provide from the
MVA to the ARB and for what purposes and activities.

The amount of MVA funds proposed for support of the stationary source
program — $34.3 million — represents one-third of the ARB's total funding
for 1992-93. Eliminating this funding for the budget year without first (1)
identifying other support for the board or (2) reducing program scope would
result in significant program upheaval for the ARB.

Because of the severe short-run impact that deleting the MVA funds
would have on the board’s ability to further the state’s air quality goals, the
Legislature may wish to take a two-year approach to solving this dilemma.
Specifically, the Legislature could continue the current funding approach for
the ARB in 1992-93 to the extent that there is MVA funding available. At the
same time, however, the Legislature may wish to refer to the appropriate
fiscal and policy committees for consideration and potential action through
legislation the issue of the appropriateness of MVA funding for all or part
of the board’s stationary source program. The ultimate actions of the
committees could be implemented in the 1993-94 budget. We believe that
any policy examination of this issue at a minimum should address the
following areas: ’ '

_ e _The legal and appropriate use of the MVA in funding statewide. air
~ pollution control activities.
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e The state’s role in funding through subventions local air ‘pollution
control districts’ efforts regarding stahonary sources of air pollutlon

* The extent to which programs to control indirect sources of air
pollution (that is, facilities-or activities — malls, business parks — that

- draw sources of pollution such as cars).or to control stationary sources
of pollution related to automobiles (petroleum refineries, autopamt
shops) can appropriately be funded from the MVA.

* Creation or expansion of alternative sources of funding for the board’
- stationary source program. :

Budget Bill Display Needs Revnswn

We recommend that the Budget lel’s presentatzon of the ARB’s budget
be amended to reflect the programmatic display shown in the Governot’s
Budget document , - :

As discussed above, last year the Legislature directed the Department of
Finance and the ARB to display the 1992-93 budget request along program
lines, to provide a basis for greater legislative oversight and control of this
budget. The Governor’s Budget document essentially reflects this intent by
showing the ARB’s program under two primary elements — mobile source
and stationary source. However, ‘the 1992-93 Budget Bill continues the
practlce from previous years of showing only one program for the ARB —
air pollution control. We believe that this is contrary to the Legislature’s
intent in the Supplemental Report of the 1991 Budget Act regarding this budget
item. Consequently, we récommend that the Legislature amend the Budget
Bill to reflect the. ARB’s two primary programs, cons1stent w1th the dlsplay
in the 1992-93 Governor’s Budget v

Callfornla Integrated Waste Management Board
ltem 3910
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General Program Statement

_ The California Integrated Waste Management Board (IWMB) is responsi-
ble, in-conjunction-with local agencies, for promoting waste management
practices aimed at reducing the amount of waste that is disposed in landfills.
These practices include source reduction, -recycling and composting, and
environmentally safe transformation. In addition, the board protects public
health and safety through regulation of existing and new solid waste land
disposal sites. o R

Overview of the Budget Request

The budget for the INMB includes several workload asnd program
changes, primarily implementation of the used oil recycling program, which
result in a significant increase over the board’s current-year funding level.

The budget requests a total of $74.3 million for support of the IWMB.in
1992-93. This amount is $13.3 million, or 22 percent, more than estimated
current-year expenditures. The increase primarily results from $12.5
million—including $4.4 million for local assistance grants—to implement the
used oil recycling program established by Ch 817/91 (AB 2076, Sher). Under
existing law, revenues from fees on the sale of lubricating oil in the state are
continuously appropriated from the California Used Oil Recycling Fund to
the board for this program. . ‘ ‘ :

- The requested expenditures-include $34.5 million from the Integrated
Waste Management Account for support:and $18.6 million—including $5.5
million in local assistance grants—from the Solid- Waste Disposal- Site
Cleanup and Maintenance Account for the board’s landfill hazard reduction
program. Both accounts are funded by waste disposal fees. The proposed
expenditures also include $5 million from the Recycling Market Development
Revolving Loan Account and $3.6 million in tire disposal fees from the Tire
Recycling Management Fund to promote the recycling of used tires.
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Department of Peshcnde Regulahon
ltem 3930

MAJOR ISSUES

> Pesticide Regulatory Program Should Be Funded By
Industry. By increasing the mill tax on the sale of pesti-
cides, the Legislature could more appropriately finance
the Department of Pesticide Regulation and free up
$15 milion from the Genercl Fund.

mansp - oammameso— — |

Findings and Recommendations Analysis
Page
1. Bailout of Department of Pesticide Regulahon Fund. There 103
will be a shortfall of $8 million in the current year and $17
million in 1992-93 in the Department of Pesticide Regulation
Fund (DPRF), without further legislative action. The budget
proposes to address these shortfalls by (1) appropriating
monies from the General Fund to bailout the DPRF, and (2)
~-assuming enactment of legislation to eliminate the sunset date
of an increase in the pesticide mill tax. '

2. Pesticide Regulation Program Should Be Paid From Fees. 104
-~ Recommend enactment of legislation requiring mill taxes to
be adjusted annually to cover the costs of the department,
thereby freemg up $15 million for other legislative pnontles
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DEPARTMENT OF PESTICIDE REGULATION—Continued

3. More Detailed Program Budget Needed. Recommend that 105
the department submit a proposal for increasing the number
of program categories in the Budget Bill, in order to increase
the Legislature’s oversight.

4. Contracts for Hearings on Pesticide Suspensions Unjusti- 106
fied. Reduce Item 3930-001-001 by $785,000, and increase
' Item 3930-001-106 by $285,000. Recommend (1) a reduction of
$500,000 from the General Fund for contracts to suspend
pesticide registrations because the amount is unjustified, and
(2) a reduction of $285,000 from the General Fund and a
corresponding increase to the DPRF because the remaining
costs of the program should be paid by pesticide registrants.

General Program Statement

. The Department of Pesticide Regulation (PRD) was created in 1991 as part
“of the California Environmental Protection Agency to protect the.public
‘health and the environment from unsafe exposures to pesticides. This
function previously was carried .out by the Department of Food and
Agriculture. The PRD (1) evaluates.the public health and environmental
effects of pesticides, (2) regulates, monitors, and controls the use of
“pesticides in'the state, (3) tests produce for pesticide residue levels, and (4)
~develops and promotes pest management practices that can reduce the
- problems associated with the use of pesticides. The department primarily is
funded from taxes on the sale of pesticides in the state, various registration
and licensing fees on persons who use or sell pesticides, and the General
Fund.

Overview of the Budget Request

The p‘roposed -budget - essentially is a workload budget, exceﬁt for a
$785,000 increase to implement recently enacted legislation.

The budget proposes total expenditures of $44.2 million for support of the
PRD and for local assistance programs in 1992-93. This is an increase of $2.3
million, or 5.5 percent, over estimated current-year expenditures. The
increase primarily is due to: '

* An increase of $785,000 from the General Fund to implement a process
for (1) suspending the registration of pesticides for which the manufac-
turers have not submitted a complete set of studies on the long-term
health effects of their products, and (2) deferring the suspension of
some pesticide registrations if certain conditions are met, pursuant to
Ch 1228/91 (SB 550, Petris) and Ch 1227/91 (AB 1742, Hayden).
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o An increase of $527,000 from the Department of Pesticide Regulation
Fund (DPRF) to meet workload increases associated with the manage-
- ment of data on the use of peshcxdes in California.

o An increase of $436,000 from various funds for increased operatmg
-expenses and pro rata, and an increase of $415,000 in federal funds for
various special projects. . :

- Table 1 shows the department’s expendltures by program, staffmg levels,
and funding sources for the past, current and budget years.

Department of Pesticide Regulatlon
Budget Summary
1990-91 through 1992-93

(doliars in thousands)

Expenditures
Pesticide registration " $8,014 $7,778 $9,580 23.2%
Pesticide use enforcement 19,676 19,977 20,102 0.6
Pest management analysis and - -z ) :
planning 707 . 1,097 1,124 25
Environmentatl hazards assessment 5,980 6,714 6,800 1.3
Worker health and safety . : 3,271 - 3,301 3,337 1.1
Maedical toxicology. _ 2,448 3,077 3,107 1.0
Administration = h . NA 633 533 -15. 8
Amount dlstnbuted {0 other programs N/A® -630 -342 -45.7
Totals _ o $40,006  $41,947 $44241 - 5.5%
| General Fund - . 815328  $14209 $14988 - 5.5%
Department of Pesticide Regulation o . o
Fund - 21,742 24,611 25,621 4.1
Food Safety Account . 1,188. 1,710 .. 1,784 4.3
Federal Trust Fund v 1,657 1,136 1,626 ~34.3
.} Reimbursements ) . 281 287 . 322 | 122 -
Personnel-Years v . . 338 345 351 1 7%
* Data are not available. In 1990-91, these programs were carried out by the Department of Food and
- -Agriculture. -
b Includes $8.million proposed in the 1992-93 Budget Bill to backfill for a current-year revenue shortfall in
the Pesticide Regulation Fund. .
®in 1990-91 expendltures for these programs were from the A?:riculture Fund. Beginning in 1991-92
expendltures for support of these programs are from the DPR
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* The programs in this department, along with programs in many other
departments, have been subject to a variety of reductions over the past
several years. Among these is an unallocated reduction of 12 percent from
the General Fund in 1991-92. (This reduction is 2 percent of the department’s
total budget from all funds.) This reduction is proposed to be carried over
into 1992-93. In our companion document, The 1992-93 Budget: Perspectives
and Issues, we discuss the impact of these reductions on various departments.

- Overview of Pesticide Regulation Program Funding

Several of the issues we discuss later in this analysis are related to the
funding of the PRD. The following is a brief overview of the funding history
of the pesticide regulation program, both while it was part ‘of the Depart-
ment of Food and Agriculture and as it is proposed to be implemented by

~'the PRD. R N '

The pesticide regulatory program traditionally has been funded from the
General Fund and from various fees and taxes. Currently, revenues from the
fees and taxes are deposited into the DPRF. Revenues to the DPRF come

from three major sources: . . = - -

* Licensing and certification fees paid by pesticide dealers, pesticide
~ applicators, crop duster pilots, and pest control advisers.

* Registration fees paid by companies for each pesticide product
registered for use in California.

* Mill tax funds generated by a tax on pesﬁcide sales.

‘Legislature Restructures Program Funding in 1990. In 1979-80, the first
year the pesticide regulatory program was separately identified in the
budget, the proportion of costs funded from the General Fund was 27
percent. Due to establishment of additional programs, primarily in response
to the California Environmental Quality Act and various budgetary actions
by the Legislature, by 1989-90 the proportion of program costs funded by the
General Fund had increased to 63 percent. B

In 1990, the Legislature enacted Ch 1679/90 (AB 2419, O’Connell) to
reduce the level of General Fund support in 1990-91 and '1991-92 to its
“historical level. This measure increased the mill tax rate from $0.009 per
dollar of pesticide sales (or nine mills) to $0.018 per dollar of sales (or 18
‘mills) in order to generate an additional $9 million in revenues to the
Agriculture Fund in each of the two fiscal years affected by the measure.
This enabled the Legislature to reduce General Fund support for the
program by the same amount. As a result, 'the portion of program costs
funded from the General Fund decreased from 63 percent in 1989-90 to 31
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percent in 1990-91. Chapter 1679 sunsets on June 30, 1992, after which the
mill tax rate will revert back to its previous lower level (nine mills).

Analysis and Recomme’ndatiohs

Budget Proposes Bailout for the ,
Department of Pesticide Regulation Fund

We find that without further legislative action, there will be a shortfall
of $8 million in the current year and $17 million in 1992-93 in'the DPRF.
The budget proposes to address the current year shortfall by transferring $8
million from the General Fund to the DPRF. In the budget year, the
department proposes to address the DPRF shortfall by (1) shifting $8 million
in costs from the DPRF to the General Fund, and (2) assuming enactment of
legislation that will eliminate the sunset date of the mill tax rate increase
authorized by Chapter 1679. . i .

- In the "Analysis of the 1991-92 Budget Bill, we recommended that the
Legislature eliminate General Fund support for the pesticide regulatory
program, and instead fund the program entirely from fees. We made the
recommendation because (1) the program benefitted - pesticide users, and
therefore should be funded by the users, (2) fully funding a regulatory
program from industry fees is consistent with legislative actions in other
areas such as hazardous waste and air pollution regulation, and (3) it would
free up General Fund monies for other legislative priorities. Subsequently,
during hearings on the 1991 Budget Bill, the Legislature shifted $8 million
in expenditure authority from the General Fund to the DPRF. However,
legislation was not enacted to correspondingly increase revenues to the
DPRF. As a result, there is an $8 million funding gap in the'department’s
budget in the current year and, without further action by the Legislature,
this gap will continue in the budget year. R o a

In addition, the increase in the pesticide mill tax rate authorized by
Chapter 1679 will sunset on June 30, 1992. This will reduce revenues to the
DPRF by $9 million compared to-1991-92 reventies, and Wwill accordingly
increase the DPRF shortfall in 1992-93 from $8 million to $17 million. -

Budgét Proposes General Fund Transfer to Resolve Current Year Short-
fall. The department proposes to address the current year funding gap in
the DPRF by transferring on June 30, 1992, $8 million from the General Fund'
to the DPRF. Although the Governor’s Budget indicates that the proposed
transfer is a “loan” to the DPRF, -the Budget Bill does not include any’
provisions requiring repayment of the transfer. Instead, the Department of
Finance indicates that the-proposed transfer from the General Fund would
be “repaid” from the General Fund. Under these circumstances, the proposed
General Fund “loan” is in reality a General Fund appropriation. - -
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Budget Proposes General Fund Increase and Enactment of New Legisla-
tion to Address Shortfall in 1992-93. The department proposes to address
the $17 million shortfall in the DPRF in 1992-93 in two ways. First, the
department proposes to reverse the Legislature’s 1991-92 budget actions by
(1) increasing by $8 million the portion of the department’s costs.that are
funded from the General Fund and (2) making a corresponding reduction in
the portion of the department’s costs paid from the DPRF. Under the
department’s proposal, approximately $15 million, or 36 percent of total
proposed expenditures for the department, would be paid from-the General
Fund. . : ) TR I S o . & :

Second, the budget assumes that legislation will be enacted to eliminate
the June 30, 1992 sunset of thée mill tax rate increase authorized by Chapter
1679, thereby resulting in increased mill tax revenues of $9 million: To the
extent, however, that the Legislature does not enact legislation to eliminate
the sunset date, there will continue to be a $9 million funding gap in the

DPREF in 1992-93, absent action to reduce expenditures.

Pestiéide Regulatory i’rogrdm Should Be Fully ‘Funded By Industry

- We recommend enactment of legislation. requiring that mill taxes be
adjusted annually to a level that will generate sufficient revenue to cover
the costs of the department, thereby freeing up $15 million from the General
Fund in 1992-93 for other legislative priorities. (Reduce Item 3930-001-001
by $12,107,000 and increase Item 3930-001-106 by a corresponding amount.
Reduce Item 3930-101-001 by $2,881,000 and increase Item 3930-101-106 by

a corresponding amount.)

' The budget proposes a total of $44.2 million for the PRD in 1992-93. This
amounts consists of $15 million from the General Fund, $25.6 million from
the DPRF, and $3.6 million from other funding sources. The department

proposes to use these funds to carry out various activities to regulate the use

of pesticides in order to protect the public health and the environment from
unsafe exposures to these chemicals. o

In our overview of the resources and environmental protection budgets,
we. provide a framework for financing resource and environmental
protection programs. Under this framework, fees are an appropriate way of
financing programs that prevent the use or degradation of public resources
by regulating private activities. This is because the individuals, businesses,
or industries that use or degrade a public resource are required to pay. for
minimizing the social costs imposed by their activity. IR

The use of pesticides potentially can result in social costs by harming the
public health and the environment: In order to' minimize the social costs
from the use of pesticides, the PRD regulates the use of pesticides in the
state. As a result, the costs of regulating the use of pesticides should appro-
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priately be funded from regulatory fees, not from the General Fund, becatise
it requires the people that potentially damage public resources to pay for
regulating the risk that their activity imposes on the general public.

Accordingly, in order to appropriately fund the department, we recom-
mend the enactment of legislation requiring that mill taxes be annually
adjusted to a level that generates sufficient revenue to cover the
department’s costs. This recommendation would require increasing the mill
tax rate of $0.009 per dollar of pesticides sales (assuming that the mill tax
rate will drop from $0.018 per dollar of sales to $0.009 as required by current
law) to $0.033 per dollar of sales. This would free up $15 million from the
General Fund relative to the Governor’s Budget.

More Détailéd ‘Program Budgets
Will Increase Legislative Oversight

‘We recommend that the department submit, prior to budget hearings, a
proposal for increasing from two to at least five the number of program
categories scheduled in the 1992-93 Budget Bill. This will increase the
Legislature’s budget oversight, while allowing the department some budget
flexibility. A : o

The Governor’s Reorganization Proposal Number 1 of 1991 established the
PRD and transferred the pesticide regulatory programs in the Department
of Food and Agriculture (DFA) to the PRD. As a result, 1992-93 is the first
year in which the PRD’s budget is displayed in the Governor’s Budget and
the Budget Bill, as opposed to being identified as a program component
within the DFA.

. The Governor’s Budget shows seven “program elements” which reflect
the major areas of expenditure for the PRD in 1992-93. Table 1 shows the
seven program elements and the expenditures within these areas for the
prior, current, and budget years. (Although 1992-93 is the first year that
expenditures for the PRD are displayed in the Governor’'s Budget or the
Budget Bill, comparable data has been derived from the DFA’s budgets for
the prior and current years.) This type of detailed information enables the
Legislature to identify significant changes in the department’s budget and
the programmatic effects of such changes. '

In contrast to the detailed expenditure information in the Governor’s
Budget, however, the 1992-93 Budget Bill separates departmental support
expenditures into only two categories: (1) Pesticide Regulation Program
(approximately $35 million) and (2) Executive and Administrative Services
($191,000). (The Budget Bill also includes $2.9 million for local assistance.)
Our analysis indicates that the number of programs scheduled in the Budget
Bill for the PRD is significantly fewer than the number of categories sched-
uled in the Budget Bill for many other departments of comparable or smaller
size. For example, the Office of Statewide Health Planning and Development
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has six _catego}ries,i the Department of Boaﬁng and Waterways has four
categories, and the Department of Aging has five categories.

- The number of program categories scheduled in the Budget Bill is
important because the greater the number of program categories, the greater
the Legislature’s oversight authority. The program categories specify the
maximum amounts that can be spent on each program. Therefore, the more
program categories scheduled in the Budget Bill, the better the Legislature
can ensure that funds appropriated for a particular purpose are used for that
purpose. o ~ : o

In order to increase the Legislature’s oversight authority, yet allow the
department some flexibility in organizingits budget, we recommend that the
department submit, prior to budget hearings, a proposal for increasing from
two to at least five the number of program categories scheduled in the
Budget Bill for the PRD. This will provide the Legislature with oversight
authority for the PRD that is comparable to its authority for many depart-
ments of comparable or smaller size. T S ,

Contracts for Hearings on Pesticide Suspensions Unjustified

We recommend a reduction of $500,000 from the General Fund requested
for contracting with the Attorney General’s Office because the department
has not justified the amounts requested. We further recommend that. the
Legislature shift $285,000 in expenditures from the General Fund to the
Pesticide Regulation Fund, because the costs of special administrative
actions for pesticide registrants should be paid by the registrants rather
than the general public. (Reduce Item 3930-001-001 by $785,000 and increase
Item 3930-001-106 by $285,000.) - '

The budget proposes approximately $3 million from the General Fund to
review and manage data on the long-term health éffects of pesticides, and
to suspend the registration of pesticides for which the manufacturers have
failed to submit the data, This is an increase of $785,000 from the General
Fund to implement processes for (1) allowing certain pesticide registrants
additional time to complete studies on the long-term health effects of their
products, and (2) suspending the registrations of pesticides for which there
is not a completed set of long-term health effects studies and which do'not
qualify for the time extensions, as required by Ch 1228/91 (SB 550, Petris)
and Ch 1227/91 (AB 1742, Hayden).. - — IS

Of the increase, $285,000 is for additional personnel and related operating
expenses to issue notices of suspension, review requests for deferral of
suspension, and related administrative activities. The remaining $500,000 is
for a contract with the Attorney General for legal costs associated with
holding hearings to suspend pesticide registrations. The department indicates
that it will hold approximately 50 suspension hearings each year over the



Item 3930 RESOURCES / IV - 107

next five years, and it estimates that each hearing will cost approximately
$10,000.

Contract Funds Are Not Justified. Our analysis indicates that the depart-
ment has not justified its request for $500,000 to contract with the Attorney
General for legal costs associated with holding hearings to suspend pesticide
registrations. Although the department has submitted some information
regarding the number of suspension hearings it intends to hold in 1992-93,
it has not submitted information justifying the estimated costs of the hear-
ings. Furthermore, the budget for the Attorney General does not reflect any
increase in reimbursements from the PRD in 1992-93. Accordingly, there is
no information from the Attorney General as to whether the department’s
estimate of the costs of the suspension hearings is reasonable. Without this
information, we have no basis to recommend approval of the request for
$500,000. - . :

- Program Costs Should Be Paid From the Department Of Pesticide
Regulation Fund. Our analysis indicates that the costs of the program should
be paid from the DPREF, rather than the General Fund. In our overview of
resources and environmental protection program expenditures, we provide
a framework for financing for resource and environmental protection
programs. Under this framework, programs that result in a.direct benefit to
an identifiable group of people appropriately can be financed from fees. This
is because it is reasonable for the people that benefit from a program to pay
for the costs of the program. o - :

In addition, programs that are designed to address problems that are
caused by private activities that use or degrade public resources appropriately
can be financed from fees assessed on the private entities. This is because the
individuals, businesses, or industries that use or degrade a resource should
pay all or a portion of the social costs imposed by their use.

Our analysis indicates that the programs required by Chapters 1227 and
1228 meet both of these conditions. Chapters 1227 and 1228 are designed to
reduce the risk of long-term public health effects from the use of pesticides,
by identifying those pesticides that have negative health effects and taking
appropriate regulatory actions on those pesticides for which there is informa-
tion, or for which no information exists. It is reasonable to finance the costs
of these programs through the assessment of industry-wide fees, because the
pesticide manufacturers should pay for the efforts to minimize the social
costs that result from the activities of the industry.

Furthermore, the provisions of Chapter 1228 that defer the suspension
process for certain pesticides results in a direct benefit to some pesticide
manufacturers. These programs would not be necessary if the manufacturers
that failed to comply with the law requiring submittal of the data by March
1, 1991, had complied. Thus, these pesticide manufacturers benefit from
special processes that allow them to continue selling their product in the
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state. Accordingly, it is reasonable that the manufacturers that benefit from

“these programs should pay the costs of the programs.

Recommendation. In order to appropriately fund the programs required

<i.‘t>y'Chapters 1227 and 1228, we recommend that the Legislature shift $285,000

in expenditures from the General Fund to the DPRF for.the personnel and
associated operating expenses requested to implement these acts. ’

Although the Governor’s Budget indicates that there are not sufficient
reserves in the DPRF to fund these programs, we believe that the Legislature
has several options that will enable it to fund the programs from the DPRF:

* Increase the Mill Tax Rate. As discussed earlier, the department’s
budget assumes enactment of legislation that will eliminate the sunset
date of the $0.009 per dollar sales of pesticides increase in the mill tax
rate authorized by Chapter 1679. The programs required by Chapters
1227 and 1228 could be financed by increasing the mill tax rate by less

“than an additional 1 mill.

.~ Direct the PRD to Collect Sufficient Charges to Pay for Program

‘Costs. Chapter 1228 authorizes the department to charge registrants

- that are granted a deferral of suspension up to $1,000 for each day that
- . 'a product remains on the market and continues to have data gaps. The
department’s revenue estimates do not reflect any increased revenues
from this source. The Legislature could direct the department to collect
sufficient charges to pay the costs of the programs. The department
estimates that as few as 18 products may be subject, to the charges.
-Thus, in order'to fund the cost of the programs from the charges
authorized by Chapter 1228, the department could charge the manufac-
turers of the 18 products approximately $16,000 per product in 1992-93.

. j,R,educe_ Funding From Other Programs. If the Legislature determines
© that funding the programs authorized by Chapters 1227 and 1228 is a
“high priority, the Legislature could reduce the funding for other, lower

e priority programs, that are funded from the DPRF. All of the programs

funded from the DPRF are shown in Table 1.
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MAJOR ISSUES

> Board’'s Regulatory Programs. By increasing the regula-
tory fees for the board’s water quality and water rights ..
programs, the Legislature could more appropriately
finance the board’s activities and free up 328 million
from the General Fund.

> State Clean Water Bond Funds. The board proposes to .
spend the entire $15 million proposed in 1992-93 from
the State Clean Water Bond Fund for various costs that ..
are noft related to providing clean water grom‘s to Iocol .
governments,

Findings and Recommendations - Analysis
. Page
1. Budget Apparently Assumes Enactment of Legislation. The 114
budget appears to assume that legislation will be enacted to
increase the maximum level of waste discharge permit fees
that may be assessed by the board.

2. Regulatory Program Should be Funded By Fees. Recommend 115
enactment of legislation requiring regulatory fees be adjusted’
annually to cover the costs of the board’s regulatory pro-
grams, thereby freeing up approximately $28 million from the .
General Fund for other legislative priorities.
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3. Core Regulatory Program. Reduce Item 3940-001-193 by 117
$1,480,000. Recommend reduction because the board overesti-
mates the number of personnel needed to address backlogs
and ongoing workload in the core regulatory programs.

4. State Clean Water Bond Funds. - 118

(a) The board proposes to spend the entire $15 million
requested in 1992-93 from the State Clean Water Bond
Fund (SCWBEF) for various costs that are not related to
providing clean water grants to local governments.

(b) Recommend adoption of Budget Bill language direct-
ing the board not to use $4.6 million in SCWBF
‘monies to establish an agricultural drainage waters
monitoring and control program because the program
should be funded from fees.

(c) Recommend enactment of legislation to fund the
agricultural drainage waters monitoring and control -
program from fees.

General Progrdm Statement

The State Water Resources Control Board regulates water quality in the
state and administers water rights.

The board carries out its water quality control responsibilities by (1)
establishing wastewater discharge policies, (2) implementing programs to
ensure that waters of the state are not contaminated by surface impound-
ments, underground tanks, or aboveground tanks, and (3) administering
state and federal loans and grants to local governments for the construction
of wastewater treatment facilities. Nine regional water quality .control boards
establish wastewater discharge requirements and carry out water pollution
control programs in accordance with the policies, and under the supervision,
of the state board. Funding for the regional boards is included in the state
board’s budget. :

The board’s water rights responsibilities involve issuing and reviewing
permits and licenses to applicants who wish to appropriate water from the
state’s streams, rivers, and lakes. ' ' : :

Overview of the Budget Request

The budget for the SWRCB includes a significant increase in federal funds
and bond funds to provide loans to local agencies for the construction of
wastewater treatment facilities, and several program changes that result in
significant increases over the board’s current-year funding level.
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The budget proposes total expenditures of $534 million from all sources
for the State Water Resources Control Board in 1992-93. This is an increase
of $124.2 million, or 30 percent, above estimated current-year expenditures.
Of the amount requested, $111 million is for support of the SWRCB and
regional boards, $77 million is for implementing a program to pay eligible
owners of leaking underground petroleum tanks for their costs of cleaning
up the tanks, and $346 million is for loans and grants to local agencies for
‘wastewater treatment facilities and ‘agricultural ‘drainage projects. " Table 1
shows the board’s expenditures by program, and funding sources for the
past, current, and budget years.

This board, along with many other departments, has been sub]ect toa
variety of reductions over the past several years. Among these is-an
unallocated reduction of 9.5 percent from the General Fund in 1991-92. (This
‘reduction is 3.4 percent of the board’s total support budget from all funds.)
This reduction is proposed to be carried over into 1992-93. In our companion
.document, The 1992-93 Budget Perspectives and Issues, we discuss the 1mpact
of these reduchons on various departments.

Proposed Budget Changes for 1992-93

_ Table 2 summarizes, by funding source, the changes proposed in the
‘board’s budget for 1992-93. As shown in Table 2, .the proposed $124 million
.net increase in expenditures results primarily from a $118 million increase
in federal funds and state bond funds for loans to local governments for the
construction of wastewater treatment facilities. The budget includes. the
following significant program changes:

* An increase of $5.9 million from the Underground Storage Tank

Cleanup Fund to implement Ch 1366/90 (SB 2004, Keene) which

_ provides for the payment of cleanup costs incurred by ehglble owners
of leaking underground petroléeum storage tanks.

* An increase of $4.7 million from the State Clean Water Bond Fund to

*  test the toxicity of agricultural drainage waters, establish site specific

water quality objectives for these waters, and to assess the effective-

~ ness of water quality control efforts to address agriculture-related

" water quality problems, in accordance with the board’s Inland Surface
Waters Plan.

¢ An increase of $3.8 million in waste discharge permit fee revenues —
‘offset by a reduction of $203,000 from the General Fund and $257,000
“in federal funds and reimbursements — to augment the board’s
regulation of waste dischargers.

* A decrease of $6.1 million to reflect the winding down “of. certain
programs, and to realign the expenditures for various programs w1th
antmpated revenues to support the programs..
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|State Water Resourcés Control Board |

Budget Summary N
1990-91 through 1992-93

(dollars In thousands)

Expenditures
Water Quality Regulation
Facility permitting and enforcement

- Poliution control — unpermitted:
facilities

Storage tank regulation and cleanup

Water quality standards and
assessments

Pollution control facility
development and support

Technical assistance and planning
Subtotals, water quality regulation

Water Rights

Water appropriation

Water management and enforcement

Determmatlon of existing rights
_.Technical assistance

~ Subtotals, water rights
Administration (distributed to

other programs) :

Totals
General Fund

Waste Discharge Permit Fund
Underground Storage Tank Cleanup
Fund

Federal funds
Reimbursements

Personnel-Years

Account, and other state special funds.

Other special fuhds and bond funds®

$20,991 . $26,861  $29,175 . 8.6%
7,312 18,141 16,434 9.4
56,745 134,767 143,491 6.5
22,377 31,882 33,802 6.0

101,530 186,128 299,078  60.7
3,575 3,657 3573 °  -23

($211,530) ($401,436) ($525,553)  (30.9%)
$4,186  $4,384  $4356  -0.6%
2,925 2,867 2,774 -3.2
90 152 157 3.3

1,280 1,311 1,547 . 18.0
($8,481) ~ ($8,714)  ($8,834) . . (1.4%)
($8,288) ($8,981)  ($9.247) (3.0%)

$220,011  $410,150 = $534,387  30.3%

$37,014  $35147  $34,945 -0.6%
1,049 7215 11,053 532
5,561 70,118 76,615 9.3
67,468 92,661 122,669 . 324

106,588 200,347 285538  42.5
2,331 4,662 3567  -23.5
1,051 1,264 1,274 0.8%

® ‘Includes Hazardous Waste Controt Account, Envirénmental Protaction Trust Fund Public Resources




v 199_1 -92 Expenditures (rev.) $35,147 . $182,994 $192,009 $410,150
Baseline adjustments .
Increase funds for clean water —_ 22,300 95,500 117,800
. grants and loans - e S :
Delete one-time costs. — 2,118 -160 - - 2,278
Increased operating expense 109 ’ 640 - 238 987
-adjustment . ' S
Miscellaneous adjustments - -108 .- - 970 - -2,558 -1,696
Subtotals, baseline adjustments - . : ($1) ($21,792) - ($93,020):7 ($114,813)
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Table 2 »

State Water Resdufces' Control Board
Proposed 1992-93 Budget Changes

(dollars in thousands)

Program changes

“Augment underground storage " . . $5,915
. tank cleanup program — $5,966 - - -$51 R
Augment waste discharge permit R Lo ' 3,349
program . -$203 3,809 - -257 :
Establish agricuitural drainage R 4,512
water quality control program — .- 4604 -92 S
Expand bay protection and toxic — 1,415 © 341 1,756
cleanup program
Realign expenditures and ;e .-2,743 -3,365 -6,108
revenues
Subtotals, program changes - - (-$203). - . ($13,051) (-$3,424) - - :i($9,424)

1992-93 Expenditures (prop.) $34,945 = $217,837 $281,605 $534,387
Change.from 1991-92 (rev.) : SR : : : :
- Amount -$202 $34,843 $89,596 $124,237
Percent -0.6% 19.0% 46.7% 30.3%

® Includes the Under?round Storage Tank Cleanup Fund, the Waste Discharge Permit Fund, the Ba(xjy R
~ Protection and Toxic Cleanup Fund, various other state special furds, and various state bond funds.

Fee 5upp‘ort"forvthe Bod_rd's Progrdmsr

At least 12 of the board's activities are supported wholly or in part by fee
revenues. These activities include both water quality and water rights
programs. The board’s fees vary by type.and by frequency of payment. Fee
types and frequencies include: one-time application fees (for example water
rights permits), annual permit fees (waste discharge permits), periodic
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| licensing fees (treatment plant operators), and quarterly mill faxes (the
underground storage tank maintenance fee of $0.006 — or six mills — per
gallon of petroleum stored in underground tanks). -« .. - e

" Some of the fees collected by the board are variéblg, dependingvon' the
board’s actual expenditures, For example, the law. requires that the board be
_reimbursed for the full costs of adjudicating a water rights dispute. ‘

Other fee amounts are specifically set by statute. The fee schedule for
applications ‘to appropriate water, for example, is specified in the Water
. Code and relates the level of the fee to the quantity ‘of water proposed to be
diverted. s o

For still other fees, statute specifies maximum fee amounts but gives the
board the discretion to establish a fee schedule below: the maximum: The
-annual waste discharge permit fee, for example, may not exceed $10,000 per
year; the board has set the current maximum discharge permit fee at $10,000,
but the fees for other discharge permits are at lower levels (as low as $200)
and vary based on the discharge’s total threat to water quality as determined
‘by the board.

- The percentage of the board’s costs covered by fee revenues varies by pro-
- gram. Programs range from being fully fee supported (for example, the Bay
Protection and Toxic Cleanup program) to relatively low levels of fee
support (such ds the board’s water rights program in which approximately
2.1 percent of program expenditures currently come from fee revenues) to
‘no fee support (such as certain laboratory services).” ‘

‘Analysis and Recommendations _
Budget Apparently Assumes Enactment of Fee Legisiation -

"The budget appears to assume that legislation will be enacted to increase
the maximum level of waste discharge permit fees that may be assessed by
‘the board. e S : C

~ The budget proposes an increase of $3.8 million from the Waste Discharge
Permit Fund (WDPF) and 54.6 personnel-years in 1992-93 to (1) address in-
creased workload in the board’s core regulatory programs and (2) reduce the
existing backlog of regulatory activities in these programs. (Of this amount,
$460,000 would be used to offset expenditures from the General Fund,
federal funds, and reimbursements for these programs). The proposed
increase would be funded by increased fees on waste dischargers that are
regulated by the board. = v o :

- This proposal is the second part of a two-year expansion in the board’s
core regulatory programs to address the workload and backlogs in those
programs. o ’ - ' . '
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In the current year, the board received an increasé of $3.6 million to
address the workload and backlog in the core regulatory programs. This
increase was funded from a $4.3 million increase in waste discharge fees
(approximately $669,000 of which was used to offset existing General Fund
expendltures for the program), which were depos1ted into the WDPF."

Current law establishes a celhng of $10 000 on the level of waste discharge
fees that can be charged by the board. In order to fund the core regulatory
program expansion in.the current year, the board revised the fee schedule
to increase from $3,100 to $10,000 the maximum fee charged to dischargers,
and from $100 to $200 the minimum waste dlscharge fee charged by the
board.

During legislative hearings in the current year, the board indicated that
additional efforts to increase waste discharge fees (beyond the $4.3 million
increase in the current. year) would require an increase in the statutory
maximum fee. The board argued that without an increase in the statutory
maximum fee, the waste discharge fee schedule would become “compacted,”
resulting in small dischargers that pose a low threat to water quality paying
almost as much as larger facilities that pose a high threat to water quality.

Accordmgly, it appears that the board’s proposal to increase waste
discharge fees in 1992-93 to generate an additional $3.6 million is based on
the assumptlon that legislation will be enacted to increase the statutory
maximum fee, otherwise the schedule of waste dlscharge fees will become
compacted in 1992-93. :

Board’s Regulatory Programs Should be Fully Funded From® Fees

We recommend enactment. of legtslatron requmng that waste dzscharge
fees, water rights fees, and all other regulatory fees-assessed by the board
be adjusted annually to a level that will generate sufficient revenues to
cover the costs of the board’s regulatory programs. Enactment of these
changes in legislation will free up approximately $28 million from the
General Fund in 1992-93 for other legtslatwe ;morttres '

"The budget proposes a total of $188 million for the general support of the
SWRCB and regional boards in 1992-93.- Of this amount, $35 million is
proposed from the General Fund, $19 million from various spec1a1 funds
supported by regulatory fees, and $134 million from' federal funds, reim-
bursements, miscellaneous state bonds, and other funds. These funds are
used to support the board’s programs for (1) regulating water quality and
water rights in the state (including associated planning, technical assistance,
and enforcement), (2) cleaning up spills and leaks from unpermitted facilities
and storage tanks that threaten water quality, and (3) assisting local agencies
in development of wastewater treatment facilities.

Legislature Requires Report on Appropriateness of Shifting the Board’s
Programs to Fees. In our Analysis of the 1991 Budget Bill, we indicated that
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under certain condmons, it may be appropriate and desirable to increase the
portion of the board’s programs that are funded from fees and correspond-
ingly decrease the General Fund appropriation for these programs. As a
result, in order to evaluate the appropriateness of shifting to fees the General
Fund costs of the boards programs, the Legislature adopted language in the
Supplemental Report of the 1991 Budget Act directing the department'to submit,
by January 1992, a report evaluating the appropriateness and desirability of
imposing new water quality fees to fund that portion of the board’s water
quality program currently supported from the General Fund. At the time this
analysis was prepared (early February) however, the board had not
submitted the report.

 Board’s Regulatory Programs Should Be Funded From Fees. Our analysrs
1nd1cates that all of the board’s regulatory and planning programs in the
water quality and water rights areas should be funded from fees, rather than
from the General Fund. Inour overview of the resources and environmental
protection budgets, we provide a framework for financing resource and
environmental protection programs. Under this ‘framework, fees are an
appropriate way ¢ of fmancmg programs that Jprevent the use or degradation
of public Tesources by private activities. This is because the. individuals,
businesses, or industries that use or degrade a public resource are required
to pay for minimizing the social costs imposed by their activity.

The discharge of wastes into waters of the state or onto land can
potentially result in social costs by harming public health and the environ-
ment. Similarly, the appropriation.of waters of the state can potentially result
in social costs by reducing the amount and quality of water available for fish
and wildlife resources, as well as by reducing the quality of the water for
use by people. In order to minimize these social costs, the board regulates
wastewater dlscharges and water rights appropriations. -

Our analysns indicates that the costs of regulating the discharge of wastes
and the appropriation of water should be funded from, regulatory: fees, not
from the General Fund. This is because the people who potentially damage
public resources or who use public resources for private purposes should
pay for regulatmg the risks that their activity 1mposes on the general public.

Accordmgly, in order to appropnately fund the board, we .recommend
enactment of legislation requiring that waste discharge fees, water rights
fees, and other regulatory fees, be adjusted annually to a level that generates
sufficient revenues to cover the costs of the board’s regulatory program. This
will free up approximately $28 million from the General Fund, as well as
monies from other special funds, for other legislative priorities.
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Core Regulatory Program Overbudgeted

We recommend a reduction of $1.5 million from the Waste Discharge
Permit Fund requested to address workload increases and backlogs in the
board’s core regulatory programs because the board has not justified its
request. (Reduce Item 3940-001-193 by $1,480,000.) -

- Under the general authority of the Porter-Cologne Water Quality Control
Act, the board administers three separate permitting programs to regulate
waste discharges. These so-called “core regulatory programs” include:

o The National Pollution Discharge Elimination System (NPDES) which
regulates discharges to the waters of the state — administered under
an agreement with the federal EPA in accordance with the federal
Clean Water Act.

* The so-called ”ChaPter 15 Program” which re_'gulates‘ discharges of
- hazardous waste to land — under Chapter 15, Title 23 of the Califor-
nia Code of Regulations. :

o The “Non-Chapter 15 Program” which regulates discharges of non-
hazardous waste to land — as required by the Porter-Cologne Water
Quality Control Act.

Each of these programs involves four primary activities: (1) issuance and
periodic renewal of permits, (2) inspection of waste treatment works, (3)
evaluation of monitoring data, and (4) enforcement of water quality
standards. ‘ '

In the current year, the board received a net increase of $3.6 million to
address workload increases and backlogs in the core regulatory programs.
The board indicates, however, that it continues to have significant backlogs
in the program, and that there is not sufficient personnel to address ongoing

workload. Specifically, the board estimates that it would need an additional

198 positions to address the backlogs and ongoing workload in the core
regulatory programs. As a result, the board is requesting a net increase of
$3.6 million and 54.6 personnel-years in 1992-93 as a step towards addressing
the workload problems in the core regulatory program. - :

Our analysis indicates, however, that the board overestimates the number
of personnel needed to address the backlog and ongoing workload in the
core regulatory program. Specifically, we estimate that the board needs an
increase of only $1.9 million and 30.4 personnel-years, rather than the 198
positions it estimates. This is because the board, in determining the number
of personnel needed to implement the core regulatory program, used
different workload standards for each of the nine regions. For example, the
board assumes that a person in Region 2 (San Francisco Bay Region) can

review only 30 monitoring reports per year. However, at the same time, a

person in Region 6 (South Lake Tahoe Region) can review 466 monitoring
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reports’ per year, or almost 16 times the number of reports reviewed by a
person in Region 2.

The board indicates that each region has different workload standards
because the standards are based on actual experience and include various
“unbudgeted emergencies and other activities.” Additionally, the board indi-
cates that each region varies in the thoroughness, detail, and efficiency with
which it carries out its activities.

We see no reason that the workload standards should vary from region
to region. The board has been unable to provide information justifying such
significant variations among regions:

In additlon, the workload standards should not include “unbudgeted
emergencies,” because the existence of emergencies in the past does not
justify the need for resources to address unidentified emergencies in the
future. Furthermore, to the extent that the board encounters “unbudgeted
emergencies” it should request, pursuant to Section 27.00 of the Budget Bill,
any additional resources at the time the emergency is identified, rather than
budgeting the resources as a contingency.

Finally, to the extent that the workload standards include “other
unidentified activities” the board should identify the other activities and the
personnel needed to carry out those activities, rather than mcludmg them in
the workload standards for the core regulatory programs.

As a result, we recalculated the board’s workload standards using the
highest actual workload standard for each activity for all of the regions.
Using this approach, our analysis indicates that the entire core regulatory
program workload can be addressed by an additional $1.9 million and 30.4
personnel-years over its current-year levels, or $1.5 million less than the
amount requested. Accordingly, we recommend a reduction of $1.5 million
from the Waste Discharge Permit Account. :

State Clean Water Bond Fund Monies Proposed
Primarily for Contracts and Oiher Support Costs

We fmd that the board proposes to spend the entire $15 mtllton requested
in 1992-93 from the State Clean Water Bond Fund for various costs that are
not related to providing clean water grants to local governments.

We recommend (1) the adoption of Budget Bill language dzrectmg the
board to not use monies from the State Clean Water Bond Fund to establish
an agricultural drainage waters monitoring and control program as part of
its Inland Surface Waters Plan, and (2) enactment of legislation authorizing
the board to assess fees on agricultural drainage dischargers to cover the-
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costs of the agricultural drainage waters monitoring and control program,
in order to fund this program appropriately.

- Between 1970 and 1978, the voters approved a total of $875 million in
general obligation bond funds for various clean water activities, including
(1) makKing grants to local governments for the construction of wastewater
treatment facilities, and (2) undertaking plans, surveys, research and studies
related to water quality, including comprehensive statewide studies.
Although the bond acts do not specify how the monies should be divided
between these two activities, the bond acts include a finding of the
Legislature’s intent that the bond monies be used to provide state'matching
grants for federal clean water grants because many local agencies do not
have sufficient financial resources to meet wastewater treatment require-
ments, . : - SRR -

" The bond funds are deposited into the State Clean Water Bond Fund
(SCWBF), and these monies are continuously appropriated to the board. The
budget indicates that little. money remains in the SCWBF — only $18.9
million will be available for expenditure in 1992-93. ; :

"Board Proposes to Use SCWBF Monies For Studies, Rather Than
Treatment Plant Construction. The budget indicates that the board interids
to spend a total of $15 million from the SCWBF in 1992-93, Of this amount,
the board intends to spend (1) $5.8 million to contract out for various water
quality and water rights studies, (2) $4.6 million to establish a new program
to monitor and control agricultural drainage waters, (3) $3.9 million . for
personnel and associated costs in special investigations, planning,-and
technical assistance, and (4) $700,000 for local assistance related to storage
tank regulation and clean-up. =~ o

.. The board proposes to spend no monies from the SCWBF for grants to
local governments. for the construction of wastewater treatment facilities,
despite the ever-increasing demand by local governments for grants and
loans to finance these projects. Instead the board proposes to use the funds
for various ongoing and one-time operational costs. For example, some of
the costs of the contracts proposed to be funded from the SCWBF include (1)
the state mussel watch program, (2) an evaluation of pesticides in the San
Joaquin and Sacramento rivers, and (3) toxicity monitoring of steelhead
streams. R S - ‘ v ‘

.Agricultural Drainage Program Should Be Funded From Fees. The budget
proposes to spend $4.6 million from the SCWBF to establish a new program
for monitoring and controlling the discharge of agricultural drainage waters.

The board indicates that some agricultural drainage waters contain toxic
concentrations of certain agricultural chemicals (such as pesticides). As a
result, the board established water quality objectives in its Inland Surface
Waters Plan that are designed to protect water quality from the impacts of
agricultural drainage discharges.
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. In order to begin implementing the Inland Surface Waters Plan, the board
proposes $4.6 million from the SCWBF to: (1) monitor and evaluate the
toxicity of agricultural drainage waters, (2) establish site specific water
quality objectives for these waters where appropriate, and (3) assess the
effectiveness of water quality control efforts to address agriculture-related
water quality problems. o :

As discussed previously, in our overview of the resources and environ-
mental protection budgets, we provide a framework for financing resource
and environmental protection programs. Under this framework, fees are an
appropriate way of financing programs that prevent the use or degradation
of public resources by private activities. This is because the individuals,
businesses, or industries that use or degrade a public resource are required
to pay for minimizing the social costs imposed by their activity.

The discharge of agricultural drainage waters may result in social costs
to the extent that these waters cause damage to the public health and the
environment. The board’s proposal for monitoring and controlling the dis-
charge of these waters is designed to minimize social costs resulting from the
discharge of the agricultural drainage waters.

- As a result, the costs of this program should be funded from regulatory
fees, not from the SCWBF (which is a general obligation bond fund), because
this will require the people that potentially damage public resources to pay
for regulating the risks that their activity imposes on the general public.

Furthermore, funding the program from fees, rather than from the
SCWBEF, will provide an ongoing funding source for the program. Although
the board indicates that the program is intended as a multi-year program,
there will not be sufficient monies in the SCWBF to fund the program after
1992-93. Funding the program from fees, however, will provide the board
with a funding source that will be able to sustain its multi-year effort.

Accordingly, we recommend (1) adoption of Budget Bill language direct-
ing the board not to spend monies from the SCWBF for the monitoring and
control of agricultural drainage waters, and (2) enactment of legislation
requiring the board to assess fees on agricultural drainage waters dischargers
to pay for the costs of this program. Adoption of this recommendation
would result in savings to the SCWBF of $4.6 million, and increased costs
supported by fees of a like amount. '
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Department of Toxic Substances Conirol
ltem 3960

MAJOR ISSUES

» Toxics Funding Shorifall. Revenues for support of the
toxics program will not be sufficient to fund proposed
site mitigation or hazardous waste: management activi-

- ties in 1992-93.

> Deparimenial Compliance. The department failed to

comply with various' legisliative requirements, thereby

- reducing the Legislature’s abllities to oversee depart-
mental programs and address budget problems.

> Hazardous Waste Disposal. The budget estimates fhcf
96 percent of California’s hazardous wastes sent for
disposal will be sent out of state beginning in 1992-93.

Findings and Recommendations  Analysis
' ‘ ' ' Page
1. Toxics Funding Shortfall. Revenues used to support the 125
- Department of Toxic Substances Control will not be sufficient

to fund proposed site mitigation or hazardous waste manage-
ment activities in 1992-93.
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2. Options to Address Funding Shortfall. The Legislature has' 128
several options available to address the funding shortfall in
1992-93, including deferring contracts, reducing personnel, or
increasing revenues.

3. Department Fails To Comply with Legislative Directives. 130
The department failed to comply with various legislative
directives, thereby reducing the Legislature’s oversight and its

~ ability to address the department’s budget problems.

4. Cost Recovery Program Automation. Withhold recommenda- 131
tion on $926,000 for cost recovery personnel, pending an
evaluation of the effects on workload of automating the cost

. Tecovery process. o 2

5. Hazardous Waste Disposal Headed Out-of-State. The budget 132
assumes that implementation of state and federal legislation
. will significantly increase the amount of hazardous wastes in
California that are sent out of state for disposal.

General Program Statement

The Department of Toxic Substances Control (DTSC) was created in 1991
as part of the California Environmental Protection Agency to protect the
public health and the environment from unsafe exposure to toxic substances.
These functions previously were carried out by the Toxic Substances Control
Division of the Department of Health Services. The DTSC (1) regulates
hazardous waste management, (2) cleans up sites that have been contaminat-
ed by toxic substances, and (3) promotes methods to treat and safely dispose
of hazardous wastes and reduce the amounts of hazardous wastes that are
generated in the state. The department is primarily funded from fees and
taxes assessed on persons that generate, store, treat, or dispose of hazardous
wastes. . ’ :

Overview of the Budget Request

~ The proposed budget essentially is a workload budget, except for (1) a
$2.8 million increase to implement recently enacted legislation and (2) the
elimination of bond funds and other one-time funds available for cleaning
up sites.

The budget proposes total expenditures of $109.3 million (all funds) for
support of the DTSC in 1992-93. This is a reduction of $21.3 million, or 16
percent, below estimated current-year expenditures. Table 1 displays the
expenditures and staffing levels for the department from 1990-91 through
1992-93.
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Department of Toxic Substances Control
Budget Summary
1990-91 through 1992-93

(dollars in thousands)

Expenditures
Site mitigation $42,586 $83,387 $61,435 -26.3%
Facllity permitting .13,614 15,490 15,255 -1.5
Surveillance and enforcement © . 15,940 19,067 19,861 4.2
Alternative technology 8,628 12,630 12,722 0.7
Administration (distributed) : (12,080) (16,410) (17,711) 7.9
Totals o ) $80,768  $130,574  $109,273 «16.3%
General Fund -~ o $134 $7,712 —  -100.0%
Hazardous Waste Control Account 32,773 39,562 $40,213 1.6
Hazardous Substance Account 34,818 40,293 39,838 -1.1
Other special funds and bond funds® -13 20,994 - 11,865 -43.5
Federal funds . 11,004 20,070 - 15,230 -24.1
Reimbursements 2,052 1,943 2,127 - 95
Personnel-Years 870 842.7 900.1 6.8%
* Includes the Special Account for Capital Outlay, Hazardous Spill Prevention Account, Used Oil Market
and Collection Promotion Fund, Hazardous Waste Management Planning Subaccount, Hazardous
Substance Site Operations and Maintenance Account, Hazardous Substance Cleanup Fund, and the
Superfund Bond Trust Fund.

Table 2 summariies, by funding source, the changes proposed in the
department’s budget for 1992-93. As shown in Table 2, the proposed $21.3
million net decrease in expenditures primarily is due to: :

¢ A reduction of $15.9 million from the Hazardous Substance Cleanup
.. Fund (HSCF) for site cleanup contracts. The HSCF has been supported
by $100 million in bond funds approved by the voters in 1984 for
cleaning up hazardous waste sites. The budget estimates that all funds

in the HSCF will be spent by the end of the current year.

e A reduction of $8.5 million from various funds to reflect the expendi-
" ture in the current year of one-time funds appropriated in legislation.
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* A reduction of $4.8 million in federal funds resultmg froma reductlon
in federal special projects.

® An increase of $6.5 million for debt service on the bohd funds
- approved by the voters in 1984 for cleaning up hazardous waste sites.

Department of Toxic 8ubstances Control
Proposed 1992-93 Budget Changes

(dollars In thousands)

1991-92 Expendutures (rev.) . $39,562 340,293 $28,706 $22,013 $130,574

Baseline adjustments . : :
Increase debt service o — -_— 6,477 L - 6,477

Federal special projects .. - —_ - — -4,840 -4,840
Site operation — Stringfellow . L= — -2,526 —_ -2,626
Reduce site mitigation bond funds — — -15,931 — -15,931

Eliminate one-time appropriations:
,Stnngfellow/San Gabriel —

Ch 1428/85 — - 7712 — 7,712
McColl site — Ch 1302/82 - —  -694 — - -694
ASARCO site — Ch,1624/88 _— e . -82 — w82

Miscellaneous adjustments _ 651 239 99 . 184" 1,173

Subtotals, baseline adjustments ($651)  (-$455) (-$19,675) (-$4,656) (-$24,135)
Program changes : R :

Railroad accident prevention and = ~  $2,620 — $2,620
response -— Ch 766/91 . . S
Inspect used oil recyclung — — 214 — 214
taciliies — Ch 817/91 : : . - : -

Subtotals, program changes — $2,834)° — $2,834

1992-93 Expenditures (prop.) $40,213 839 838" $11,865 $17,357 - $109,273

Change lrom‘1991 =92 (rev.) L
Amount $651 -$455 - -$16,841 $4,656 -$21,301
Percent : o 1.6% o -11% -58.7% -21.2% -16.3%
* Includes the Speclal Account for Capital Outl , Hazardous Substance Cleanup Fund, Hazardous

Substance Site Operations and Maintenance ccount Used Ol Market and Collection Promotion Fund,
Hazardous Spill Prevention Account, and Superfund Bond Trust Fund.




Item 3960 RESOURCES /1IV - 125

Analysis and Recommendations
Funding Shorifall in 1992-93

The fee and tax revenues used to support the DTSC probably will not be
sufficient to fund proposed site mitigation or hazardous waste management
activities in 1992-93. We recommend that the department submit, prior to
budget hearings, (1) a revised revenue estimate for 1991-92 and 1992-93,
based on current-year actual revenues to date, and (2) a plan for reducmg
expenditures in the current year (if needed) and in 1992-93 to bring
expenditures in line with revenues and reserve requirements

The budget proposes total expenditures of $109.3 million (all funds) for
support of the department in 1992-93. The program is supported from two
major funding sources:

¢ The Hazardous Waste Control Account (HWCA) funds the state’s hazard-
ous waste control program. The account is supported by fees assessed
against (1) hazardous waste storage, treatment, and disposal opera-
tors; (2) facilities that generate hazardous waste; and (3) corporations
that use, store, generate, or conduct activities related to hazardous
materials. ,

* The Hazardous Substance Account (HSA) funds the state’s site mltlga-

tion program. The account is supported by taxes and fees assessed

. primarily against (1) persons who dispose of hazardous wastes based

- upon the amount and toxicity of the waste and (2) persons responsible

for toxic substance releases to help pay the department’s costs of
overseeing site cleanup

Past Revenue Esttmates Have Been Overly Optimistic. In our review of
the department’s proposed budgets for both 1990-91 and 1991-92, we
evaluated the department’s revenue estimates, and projected whether fee
revenues to the HSA and HWCA would be sufficient in future years. We
concluded that fee revenues for support of the department would not be
sufficient to fund projected expenditures in 1991-92 and 1992-93. Subsequent
to our analysis, the department notified the Legislature in May 1991 that
revenues to the HWCA and the HSA for 1990-91 were significantly below
the amounts estimated in January 1991. The department also indicated that
it would make significant program reductions and reduce its carryover
reserves into 1991-92 to address the shortfalls.

At that tlme, we raised concerns that (1) the department’s revenue
estimate for 1991-92 continued to be overly optimistic, and (2) the proposed
reserves in the HWCA and HSA for 1991-92 were too low. As a result, the
Legislature adopted language in the Supplemental Report.of the 1991 Budget
Act stating its intent that the Department of Finance, in constructing the
Governor’s Budget for 1992-93, establish reserves for economic uncertainty
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in the HWCA and HSA at the end of 1992-93 that are equéi to at least 5
percent of proposed expenditures from those funds. '

HSA Revenue Shortfalls Are Likely To Occur in 1992-93. Our analysis
indicates that the department’s revenue estimates continue to be overly
optimistic, and that revenue shortfalls are likely to occur in the HWCA in
the current year, and in both the HWCA and the HSA in 1992-93. Specifical-
ly, Table 3 shows that proposed expenditures exceed our estimate of
revenues by at least $10 million in both 1991-92.and 1992-93. However, in the
current year the gap between expenditures-and revenues is offset by the
extremely large beginning reserves in the HSA, and therefore funds appear
sufficient to pay for projected costs in 1991-92. (The large beginning reserves
result because in 1990-91 the department disencumbered $15.4 million in
unspent contract monies). '

Table 3 »

Department of Toxic Substances Control . -
LAO Projected Revenues and Expenditures
Hazardous Substance Account

1991-92 and 1992-93

(in thousands)

T

.»\»' 'o%./

1991-92:

Beginning reserve, 1991-92% $16,873 $18,921
Revenue 43,907 ' © - 37,856

- Expenditures ' 47,838 ‘47,838

Ending reserve, 1991-92 . 12,942 8,939

1992-93: ‘

Beginning reserve, 1992-93 $12,942 $8,939
Revenue 89,361 33,327

" Expenditures ' ‘ 47,323 47,323

Ending reserve, 1992-93 o : $4,980 -$5,057

* Relatively. high beginning reserve in 1991-92 is due to the department dlsencumbeﬂng in. 1990-91
approximately $15.4 million in unspent contract monies. The Govemor's Budget, in error, shows
disencumbrances in 1990-91 of only $13.4 million. : :

However, in 1992-93, the beginning reserves are not sufficient to fill the
gap between revenues and expenditures, and thus we project that a $5
-million shortfall is likely to occur in the HSA.  Moreover, the shqrtfall will
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grow in outlying years because no reserve will be available to partially offset
the $14 million gap between revenues and expenditures.

- Possible Reasons For HSA Revenue Decline. The shortfall in revenues to
the HSA results. primarily from a rapid decline in the tonnage and toxicity
of hazardous wastes that are disposed, and thus a corresponding reduction
in the taxes on these wastes. There are several possible reasons for the rapid
decline in the tonnage of wastes disposed:

* Hazardous waste reduction programs. Many of the department’s pro-
~ grams are designed to directly or indirectly reduce the tonnage and
toxicity of the hazardous wastes generated and disposed. The tonnage
and toxicity of wastes disposed have been declining for several years,

at least partially as a result of these programs. ' i

* Current economic conditions. The current recession has generally
slowed business activity. Therefore, it is likely that at least part of the
recent decline in the tonnage of hazardous waste disposed results

~ from the current economic conditions. L

o Effects of federal and state legislation. Both the state and federal
governments have adopted regulations that require, effective in 1992,
hazardous wastes to be treated prior to disposing of the wastes onto
land (the so-called “land ban”). The reduction of wastes disposed
could be a reaction to the impending treatment requirements.

HWCA Revenue Shortfalls Also Are Likely To Occur In 1991-92 and 1992-
93. There is not sufficient information on HWCA revenues received to date
to be able to project 1991-92 or 1992-93 revenues. Nevertheless, our analysis
indicates that the department’s revenue assumptions for the two years
appear overly optimistic, and that a shortfall is likely to occur in the HWCA
in both 1991-92 and 1992-93. Our analysis indicates that the department’s
revenue estimates appear overly optimistic for the following reasons:

*  Current economic conditions. The department’s revenue estimates do

not assume any reduction in the amount of wastes generated or the

. number of hazardous waste management facilities operating as a

result of the current recession. The recession has caused a reduction

in business activity in general, and thus it is likely to affect hazardous
waste generators and management facilities as well.

* No historical data on permit-by-rule program. The department esti-
mates that it will receive $6 million in 1991-92 and $4.2 million in
1992-93 from fees paid by people under the new “permit-by-rule”
program. Under this program, the department will issue operating
“permits through regulations to hazardous waste-related industries,
and then inspect individual facilities over a period of years to-ensure
that they comply with the permit conditions. Facilities receiving a
permit by rule will be required to pay an annual fee of $1,000.
Because the program has yet to be implemented, there is no historical
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data to determine the number of people that may pay the fee. To the
- ‘extent that these revenues do not materialize at the level projected, the
department will have an HWCA funding gap in 1992-93. ‘

~® Petitions for redetermination. The department assumes that it will
~ receive $7.2 million in 1991-92 and :$2 million in 1992-93 from persons
who have refused to pay fees pending an appeal to the Board of
Equalization (BOE). The department assumes that a significant
- number of the appeals will be determined in the department’s favor.
However, if the BOE determines that the petitioners are not subject to
the fees, or if the BOE delays its decisions beyond the budget year,
there will be a significant shortfall in the HWCA. For instance, the
department previously estimated that it would receive $4 million from
petitioners in 1990-91, however, no revenue was received from
petitioners in that year. -

HWCA Proposed Reserves Do Not Comply With Legislative Intent. The
department is proposing a reserve in the HWCA of $3.5 million, or 5.9
percent of estimated expenditures in 1991-92, despite the level of uncertainty
surrounding the revenue estimates. The proposed 1992-93 — $981,000 or 1.7
percent — reserve does not comply with the Legislature’s intent that the
funds have a reserve of 5 percent of estimated expenditures. As a result of
these low reserves and the highly uncertain revenues, we estimate that the
HWCA will have a funding gap.in both the current and budget years.

Recommendation. In order to provide the Legislature with the most recent
available information, we recommend that the department submit, prior to
budget hearings: (1) information on the actual revenues received to date
from each revenue source that is deposited into the HWCA and the HSA, (2)
a projection of the amount of revenue that will be received at the end of
1991-92 and 1992-93, based on the actual 1991-92 revenues received to date,
and (3) the basis for the projections. ' - '

We further recommend that the department, submit prior to budget hear-
ings, a plan for reducing expenditures in the HSA and HWCA in 1991-92
and 1992-93 in an amount that is sufficient to address any identified revenue
shortfall, and establish a reserve at the end of 1992-93 that is equal to 5
percent of proposed budget-year expenditures from those accounts.

Legislaldre Has Several Options to Address Revenue Shortfalls

We find that the Legislaturev has several options available to address the
potential funding gaps in the HWCA and HSA in 1992-93 and to establish
reasonable reserves in those funds. :

The Legislature has several options available to address the potential
shortfalls in the HSA and HWCA in the current year and in 199293, and to
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establish adequate reserves in those accounts. These options are discussed
below.

Defer Contracts and Equipment Purchases. The budget proposes $19
million from the HSA and HWCA, or 17 percent of total expenditures, to (1)
contract with other organizations for services and (2) purchase equipment.
The Legislature could eliminate a portion of these funds to address the
potential shortfalls in 1991-92 and 1992-93, and fund these projects in future
years to the extent that revenues become available. For example, some of the
contracts that could be deferred include: (1) $1.8 million from the HWCA for
grants for innovative technologies to reduce or treat wastes, waste stream
audits, and symposiums, (2) $1 million in proposed HSA and HWCA
expenditures for various computer enhancements and modeling, (3) $331,000,
primarily from the HSA and HWCA, for student assistants to assist with
administrative and technical activities, and (4) $5.4 million from the HSA for
contracts to clean up or stabilize hazardous waste sites. Reducing some of
these contracts could have an adverse effect on the department’s abilities to
meet its budget-year goals. ‘ B )

’ Reduce Personnel Expenditures. The Legislature also ‘could reduce the
number of personnel in any of the department’s programs. Staffing for the
department’s various programs include: :

o Approximately 231 personnel-years for site miﬁgaﬁon.
e Approximately 159 personnel-years for permitting.

e 227 personnel-years for surveillance and enforcement.
e 89 personnel-years for alternative technology.

o Approximately 197 personnel-years for administration.

_ This approach would have the effect of reducing the overall statewide
effort in these areas. : :

Increase Revenues. The Legislature could increase the various fees and
taxes that are used to support the department’s programs in order to address
the revenue shortfalls and establish reasonable reserves in the HWCA.
Alternatively, the Legislature could consider other methods of funding the
department that would be more stable than the department’s current revenue
sources.
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Department’s Failure to Comply with Legislative
Direction Reduces Legisiative Oversight

. We find that the department’s failure to comply with the requirements of
the Supplemental Report of the 1991 Budget Act'reduces the Legislature’s
ability to provide oversight of this department and to address the
department’s budget problems. We recommend that the department report
at the time of budget hearings on why it failed to comply with these
requirements. S o S B

During hearings on. the 1991 Budget Bill, the Legislature expressed
concern over a number of problems at the DTSC, related to (1)-the
department’s funding and (2) the department’s efforts to recover.from
responsible parties monies spent for oversight and/or clean-up of toxic
substance release sites. As a result, the Legislature adopted language in the
Supplemental Report of the 1991 Budget Act requiring the DTSC to (1) take
certain actions during 1991-92 to address potential funding problems, and (2)
submit specific reports to enable the Legislature to oversee the départment’s
. cost recovery program and address potential funding problems. "
Specifically, the Legislature adopted language addressing the following

issues with regard to the DTSC:

* Toxics fund condition. The Legislature required the DTSC to submit
by December 1, 1991, a report that(1) provided information‘on actual
and projected revenues to the HWCA and HSA in 1991-92, and (2)
identified the department’s plan for addressing any revenue shortfalls
in 1991-92. This information would enable the Legislature to take
actions to address potential current-year revenue shortfalls. The
Legislature required this information because in 1990-91, the depart-
ment had failed to notify the Legislature in a timely manner of
funding problems in the HSA and HWCA. - . .~ .

* Toxics funding reserves. The Legislature expressed its intent that the
Department of Finance, in developing the Governor’s 1992-93‘Budget,
establish reserves in the HWCA and HSA at the end of 1992-93 equal
to at least 5 percent of proposed expenditures from those funds. The
purpose of this requirement was to reduce the likelihood of funding
problems for the DTSC in 1992-93.

* Collections from responsible parties. The Legislature clarified its
intent that the department bill and collect from responsible parties any
costs that it incurs in overseeing the cleanup of a hazardous substance
release site, and which are not covered by up-front fees. The depart-
ment was billing responsible parties for the costs in excess of fees paid
only in cases where the responsible parties were not cooperative.
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These monies are deposited into the HSA and can be used to clean up
or oversee the cleanup of toxic substance release sites.

o Expanded data base of hazardous waste sites for cost recovery ac-
_tions, The DTSC developed a computer data base of toxic substance
release sites and the amounts owed to the state by responsible parties
“at each site, in partial compliance with the requirements of the
Supplemental Report of the 1990 Budget Act. In the Supplemental Report
of the 1991 Budget Act, the Legislature required the department to
submit a report by December 1, 1991, on the feasibility of expanding
its data base to include the years prior to 1987 and the years 1988-89
and 1990-91. The Legislature adopted this language because this type
of data base can (1) ensure that the department is focusing its cost
recovery efforts on the sites where the greatest amounts are owed and
that it is not exceeding the statute of limitations for billing responsible
parties, and (2) assist the Legislature in evaluating the department’s
progress in recovering costs from responsible parties.

Our review indicates that the department has failed to comply with all of
the requirements of the Supplemental Report of the 1991 Budget Act related to
its funding or cost recovery efforts (the department did comply with one
requirement related to ranking hazardous waste sites). As a result, the
department has (1) reduced the Legislature’s oversight abilities related to the
department’s funding and cost recovery efforts, and (2) ignored the
Legislature’s intent regarding the implementation of its cost recovery
program and the establishment of adequate funding reserves. Consequently,
we recommend that the department report at the time of budget hearings on
the reasons it failed to comply with the requirements of the Supplemental
Report of the 1991 Budget Act. :

Department Has Not Evaluated the Effect
of Automating the Cost Recovery Program

We withhold recommendation on $926,000 from the Hazardous Substance
Account (HSA) for personnel to pursue cost recovery actions, pending
information on the need for these personnel in light of the department’s
proposal to automate a portion of the cost recovery process.

The budget proposes approximately $1 million from the HSA to recover
costs from responsible parties for site mitigation activities. This is an increase
of $280,000 over estimated current-year expenditures.

" Under current law, responsible parties are liable for the costs of site
cleanup and state oversight of hazardous waste site cleanup. Beginning in
1988-89, the Legislature  approved 14 positions and $718,000 for the
department to implement a cost recovery program to begin recovering costs
from responsible parties. However, the department’s progress in recovering
costs from responsible parties has been slow. Since 1988-89, the department
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has collected only $30 million out of a potential $222 million in costs
identified by the Auditor General (many of these costs may not be collectable
because the responsible parties cannot be located or have gone bankrupt).
The department indicates that its current cost recovery process is time
consuming and labor intensive because it must manually compile the
necessary cost data and supporting documentation. - '

The budget proposes to redirect $280,000 and three personnel-years from
other programs in order to (1) make the cost recovery process more efficient
and (2) expand the cost recovery program. Specifically, the department
proposes $72,000 for computer equipment to-automate a portion of its cost
recovery efforts, and $208,000 for additional accounting personnel to pursue
cost recovery at additional sites. :

The department’s efforts to automate its cost recovery program’appear
reasonable, and we recommend approval of the $72,000. However, automat-
ing the cost recovery process should significantly reduce the workload
associated with cost recovery. Despite this fact, the department has not
submitted any information justifying the number of staff it needs to pursue
cost recovery actions in light of the reduced workload due to partially
automating the cost recovery process. Without this information, we have no
basis to recommend approval of (1) the existing $718,000 and 14 personnel-
years for this activity, or (2) the additional $208,000 and three personnel-
years to expand the cost recovery program. ‘ :

Accordingly, we withhold recommendation on $926,000 from the HSA,
pending information from the department justifying the need for maintaining
and expanding existing cost recovery personnel, in light of the workload
savings that will result from automating the cost recovery process.

Hazardous Wastes Headed Out of State for Disposal

 The budget estimates that implementation of state and federal legislation
beginning in 1992-93 will significantly increase the amount of hazardous
wastes in California that are sent out of state for disposal. - T

The budget estimates that beginning in 1992-93 a significant amount of the
hazardous wastes that are produced in California will be sent for disposal
out of state. Specifically, the budget assumes that the hazardous wastes that
are sent out of state for disposal will increase from 122,000 tons in 1990-91
to 793,000 tons in 1992-93. This is an increase from 18 percent of the total
amount of California hazardous wastes disposed in 1990-91 to 96 percent of
the total amount of California hazardous wastes disposed in 1992-93 (project-
ed). The department indicates that the significant increase in the amounts of
wastes that will be sent out of state for disposal primarily will result from
the implementation, beginning May 1992, of federal and state laws that



Item 3960 RESOURCES / IV - 133

effectively require the treatment of hazardous wastes before the wastes can
be disposed into a hazardous waste landfill.

The department indicates that incineration of hazardous wastes will be the
most cost-effective method for treating approximately 64 percent of the
hazardous wastes generated in California that are sent for 'disposal.
However, California has no commercial hazardous waste incinerators. As a
result, these wastes probably will be sent out of state for treatment and
disposal. '

In addition, the state regulates many types of wastes that are not
regulated by the federal government and generally are not regulated by
other states (these types of wastes are called “state-only” hazardous wastes).
Under state law, these wastes must be treated prior to disposal. As a result,
the department estimates that almost all of the state-only wastes will be sent
out of state for disposal (where treatment and disposal into a hazardous
waste landfill are not required), because this option appears less expensive
than treating and disposing of the wastes in-state.

Office of Environmental
Health Hazard Assessment
ltem 3980

Findings and Recommendations " Analysis
- - Page

- 1. Program Transfer Is Premature. Delete $689,000 in Reim- 135
bursements. Recommend reduction in reimbursements -
because budgeting these funds in this item is premature prior
to enactment of legislation transferring two programs from

* the Secretary for Environmental Protection (Cal-EPA) to the

Office of Environmental Health Hazard Assessmenit. '
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General Program Statement

The Office of Environmental Health Hazard Assessment (OEHHA) was
created in 1991 as part of the California Environmental Protection Agency to
evaluate the-health risks of chemicals in the environment. This function
previously was carried out by the Department of Health Services. The
OEHHA (1) develops and recommends health-based standards for chemicals
in the environment, (2) develops policies and guidelines for conducting risk
assessments, and (3) provides technical support for environmental regulatory
agencies. *

Overview of the Budget Request -

The budget for the OEHHA includes several program changes resulting in
significant increases over the office’s current-year funding level.

The budget proposes expenditures of $9.8 million for support of OEHHA
in 1992-93. This is an increase of $1.9 million, or 23 percent, above estimated
current-year expenditures. The increase is primarily due to:

* An increase of $380,000 from the Hazardous Spill Prevention Account
in the Railroad Accident Prevention and Response Fund to develop
and maintain a list of chemicals transported by railroad lines that
could pose a threat to the public health or the environment, as
required by Ch 766/91 (SB 48, Thompson).

* ‘An increase of $300,000 in reimbursements to provide t6xicologica1
and risk assessment support to the Integrated Waste Management
Board. : :

* Anincrease of $258,000 from the Air Toxics Inventory and Assessment
Account to develop a computer database of the acute ‘toxicity of
chemicals. :

* A transfer of reimbursement authority from the Secretary for Environ-
mental Protection to OEHHA for the purpose of implementing the
Hazardous Data Management Program, the Environmental Assessors
Program, and the Hazardous Substance.Arbitration Panel. L

This office, along with many other departments, has been subject to a
variety of reductions over the:past several years. Among these is an
unallocated reduction of 15.5 percent from the General Fund in 1991-92.
(This reduction is 10.9 percent of the office’s total budget from all funds.)
This reduction is proposed to be carried over into 1992-93. In our companion
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact
of these reductions on various departments, .



Item 3980 RESOURCES /1V - 135

Analysis and Recommendations
Transfer of Program Funding Is Premature

We recommend a reduction of $689,000 and 2.2 personnel-years from reim-
bursements because it is premature to transfer funding for the Environmental
Assessors Program and the Hazardous Substance Arbitration Panel from the
Secretary for Environmental Protection to the OEHHA prior to the
enactment of authorizing legislation.

The budget proposes to transfer from the Secretary for Environmental
Protection to the OEHHA $689,000 in reimbursements and 2.2 personnel-
years to (1) implement a program to register environmental assessors and (2)
support the operations of the Hazardous Substance Arbitration Panel.

In our analysis of the Secretary for Environmental Protection’s budget
(Item 0555), we recommend that the Legislature not approve the transfer
because it is premature to transfer the funding for these programs from the
Secretary to OEHHA prior to enactment of legislation authorizing the
transfer of responsibility for implementing these programs. Instead, any
proposed changes in funding that result from changes in statute should be
included in the legislation. Accordingly, we recommend a reduction of
$689,000 from reimbursements for the OEHHA to correspond to the
recommendation in our analysis of the Secretary for Environmental
Protection’s budget.






