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Department of Education
HASTINGS COLLEGE OF LAW

ITEM 104 of the Budget Bill Budget page 310
’ ’ Budget line No. 47

For Support of Hastings College of Law From the General Fund

Amount requested . §7,000

Estimated to be expended in 1949-50 Fiscal Year______._______ 7,000

Increase . None
RECOMMENDATIONS

Amount budgeted $7,000

Legisiative Auditor’s Recommendation T 7,000

Reduction . : "‘None
ANALYSIS

The amount budgeted includes only the annual approprlatlon of
$7,000 interest on the original endowment which the State is required to
make to the college under the provisions of Section 20152 of the Educa-
tion Code. In addition to this appropriation, Hastings College of Law
received revenues in the form of student fees, Veterans’ Admmlstratlon
receipts and other income. The net total expendltures of the college are
budgeted at $155,160, a decrease of $21,169 below expenditures of
$176,329 in 1949-50. Enrollment is budgeted to decline from 911 stu-
dents in 1949-50 to 697 students in 1950-51. As should be expected with a
decline in enrollment, per student costs are budgeted to increase by $32
or 15.9 percent from $201 in 1949-50 to $233 in 1950-51.

" We recommend that the amount requested for the Hastings College
of Law be approved in the amount of $7,000.

Department of Finunce
EOARD OF CONTROL

ITEM 105 of the Budget Bill Budget page 312
Budget line No. 29

iFor Support of the Board of Control From the General Fund -

- Amount requested $17,394
~ BEstimated to be expended in 1949-50 Tiscal Year_____ . _____. 16,732
Increase (4.0 percent) $662

Summary of Increases
INCREASE DUE TO .
Total Work load or New Budget Line

increase salary adjustments services page No.
Salaries and Wages__________ $190 $190 I 312 41
Operating Expenses _________ 413 413 — 312 42
Equipment . ______ —— 59 59 — 312 43
Total Increase . ______ $662 $662
RECOMMENDATIONS
Amount budgeted $17,394
Legislative Auditor’s Recommendation 17,394

Reduction : None
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ANALYSIS

The increase of $190 in salaries and wages represents normal salary
adjustments, The increase of $413 in operating expense will provide for
additional investigations and reports required in conjunction with claims
considered by the board.

We recommend approvaol as submitted.

GENERAL SUMMARY

The State Board of Control consists of the Dlrector of Finance, the
State Controller, and a third member appointed by, and to serve at the
pleasure of, the Grovernor. In 1911 the State Legislature created a State
Board of Control and abolished the Board of Examiners which dated back
to 1858. This Board was given authority to supervise state departments,
hospitals, prisons, reformatories, boards, commissions, and bureaus. In
1921 the Department of Finance was created, but the board continued
with its broad duties until 1927.

The Legislature in 1927, and through subsequent amendments, pro-
vided the Board of Control with the responsibility of adopting general
rules and regulations controlling travel expenses and allowances paid to
officers and employees ‘of the State, and auditing claims against the State
for which settlement is provided for by law and where no appropriation
or fund is available.

The board further considers claims against the State the settlement
of which is not otherwise provided by law, claims for refund of escheated
property, claims on express contract, elaims based on negligence, and
claims based on the taking or damaging of private property for public use.

The board is also empowered to approve revolving funds in excess of
5 percent of the total appropriation; applications for discharge from
accountability ; refunds and cancellations of taxes such as arise in fran-
chise, fuel, and sales tax divisions; disposal of escheated property and
purchases and sale of bonds for state funds.

All claims which are approved by the board are, with the sanction of
the Governor, referred to the next regular session of the Legislature
with a recommendation that an appropriation be made in payment
thereof. The claims which are approved by the Legislature are incorpo-
rated in a Board of Control omnibus claim bill, appropriating money to
pay the claims. After receiving this bill from the Legislature, the Gover-
nor considers each claim and all approved by him are paid by the board.

, . STATE CONTROLLER
ITEM 106 of .the Budget Bill . . ) Budget page 319
. : Budget line No. 4

For Support of the State Coniroller From the General Fund

Amount requested $1,614,792
Estimated to be expended in 1949-50 Fiscal Year____________ 1,974,829

"Decrease (18.2 percent) $360,087
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Summary of Increases
INCREASE DUE TO

Total Work load or New Budget Line

increase salary adjustments services page No.

Salaries and Wages..____ —$213,139 —3$254,358 $41,219 * 319 43

Operating Expenses —__—_ —511,739 —520,5694% 8,855 319 44

Equipment _____________ —108,925 —-108,925 o * 319 45
Plus:

Decrease in Reimburse-
ments —_____________ 473,766 478,766 _— 319 49
Total Decrease —___—3$360,037 - —$410,111 $50,074

* Related equipment items to be adjusted by the Department of Finance.
RECOMMENDATIONS ’
Amount budgeted $1,614,792

Legislative Auditor’s Recomimendation : 1,546,874
N Reduction : $67,918
ANALYSIS

The budgeted decrease of $360,037 is attributed to the elimination
of $1,028,265 representing the total cost of the state welfare audit and
disbursement furictions, less the $483,285 cost of this function reimburse-
able by the Federal Government, making a net decrease of $544,980
attributable to state welfare program costs. This decrease was made pos-
sible by transfer of administration of the program of aid for needy aged
and blind to the counties.

The following schedule explains our recommended reduction of
$67,918.

Proposed positions ) :

Administration Amount Budget page Line No.
1 intermediate file clerk___________ $2,280 320 19
Accounting Division
Control accounts :
1 semi-senior accountant _______ 3,900 321 21
. 2 senjor account clerks________ 5,544 321 .22
Audits Division
Claim audit unit

2 claim auditors . ___________ 6,120 322 8
Purchase order auditing (new service)

2 intermediate clerks _.________ 4,840 321 78

6 intermediate account clerks ___ 13,858 321 79

Field Audit Unit

2 intermediate typist-clerk _____ 4,560 322 52
County Welfare Audit
1 auditor, grade 3 _____________ 5,276 322 46
3 auditors, grade 2 ____________ 12,685 322 47
Related operating expenses ___ 8,855 322 66
Total $67,918 -

The detailed reasons for each of the above recommended deletions
are outlined in the ensuing text.

Intermediate File Clerk -_ $2,980

The Controller’s justification is: ‘‘During the past year the State
Controller’s Office has expanded considerably as a result of new functions
added by recent legislation. This has created an increase in the volume of
correspondence and the volume of auditing carried on by the various
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divisions of the office. At the present time, the portion of the central
files in which our correspondence and audit reports are filed is staffed by
only one person. In addition to the filing duties, that person is responsible
for operating a mimeograph machine and for processing requests for
supplies for the various units of the office. The volume of press releases,
month-end statements and miscellaneous forms which are mimeographed
has increased to a point where a considerable portion of this employee’s
time has been devoted to mimeograph operations. At various times it has
been necessary to shift personnel from other parts of the office to help
with this work in order to meet a deadline. In addition to the above, at
such times as the present employee is ill or absent on vacation, the work
either remains undone or is performed in an unsatisfactory manner by
the use of emergency help. The filing problem will be accentuated at such
time as our office is moved into the Capitol Building Annex, which will be
during the latter part of the next fiseal year. At that time, various units
of the office which are now in other buildings will be brought together
and a large portion of the files which they are now mamtamfmg because
of their separate physical location will be consolidated in. our central
files as it was in the past.”’

From the above Justlﬁeatmn it appears that there is an 1mmed1ate
problem of filing due to increase in volume. However, it would seem that
the problem of personnel to file would be taken care of by the people who
are 'handling the filing at the various locations when they are all brought
together in the Capitol Annex. They will be relieved of their duties of
maintaining files when the files are consolidated in the central ﬁles as
they were in the past.

We recommend that a permanent position not be granted, but that
temporary help be made avaslable uniil the Controller’s Office is moved
wnto the Capitol Annex. Due to the uncertainty of the time when these
files will be brought together, we cannot estimate the additional amount
of money necessary for temporary help. Therefore, it will be necessary
for the Department of Finance to make this determination and augment
the Budget for temporary help accordingly.

1 Semi-senior accountant _ $3,900
' The Controller’s justification states that the position is requested
to assist the present two employees who are engaged in a continuous
audit of the expenditures of the Division of Highways in connection with
the Collier-Burns Highway Act. These two employees are located in the
headquarters office of the Division of Highways but in order to get a
complete picture and make a - proper audit, it is necessary to audit the
_distriet offices.

‘We understand that the two employees from the control accounts
section of the Controller’s Office, located in the headquarter’s office of
the Division of Highways, have been put there to assure that all receipts
and expenditures of State Highway Fund money are in accordance with
the classifications prescribed in Section 143.1 of the Streets and Highways
Code as quoted below: o : N

“‘Section 143.1. * * * For the purpose of recording by the Con-
troller of receipts to and expenditures from the State Highway Fund,
the department (Public Works) shall furnish the Controller with claims
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and remittances or by subsequent reports the information necessary to
maintain such accounts.’’

The Division of Audits of the Department of Finance in their
‘‘Report and Examination of the Books and Records of Account of the
State Controller’’ for the period January 1, 1947, to December 31, 1948,
commented on this function as follows: '

““We are of the opinion that it is the duty of the Division of High-
ways properly to summarize all state expenditures for highway pur-
poses and to design accounting records in the division which will readily
provide the information required by the Controller under the Collier-
Burns Highway Act. The amounts recorded by the division are properly
verified during the course of the annual audit by the Department of
Finance. Under these eircumstances we see no reason for a duplication
of this function and expense in the Controller’s Office.”’

We believe this statement has considerable merit, and on the basis
that the position is not essential, we recommend that -1t be- eliminated.

2 Senior account clerks_______ . e $5,544

One supervising bookkeeping machine operator and one bookkeeping -
machine operator were allowed by budget revision due to a recommenda-
tion by the Management Analysis Section of the Department of Finance
for the installation of a new system for posting claims.

In the preliminary budget hearings on October 27th it was stated that
the new system provided for a single machine posting of elaims instead
of the old memorandum posting by pencil with the machine posting when
warrants were drawn. The effect was to provide a rapid balance in the
" control without the dangers of error that accompanied the old system.
According to the supervisor of control accounts in the Controller’s Office,
the new system saved no labor. The supervising bookkeeping machine
operator was needed to maintain a rather delicate processing between the
Controller’s accounting and disbursing division, which required the
addition of one person. The new system required some hand-posting, but
this posting was for warrants. Due to these conditions two new account
clerks were requested. The Department of Finance system staff com-
mented that no labor was saved and that the positions a,ppeared necessary.

The Justlﬁcatlon given by the Controller’s Office is as follows:

‘A supervising bookkeeping machine operator and a bookkeeping
machine operator are requested for immediate employment because of
the work load increase occastoned by. the taking over by the State of
social welfare disbursements records, as well as changes in the posting
procedures. A survey of the operations of this unit was made by the staff
of the Department of Finance and they recommended the immediate
employment of the two positions requested.’’

Two senior account clerk positions are requested because of the
change in posting procedures recently effected, as well as to handle normal
increase in the number of claims being proeessed

We recommend that these two positions be disallowed and that the
Management Analysts Section of the Department of Finance again review
the opération because social welfare clavms will not be a factor in
1950-51. It is possible that another system could be installed now that
social welfare clajms are not involved, whleh would save 1abor and be a -

less delicate processing function.
11—L-9450
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1 Claim auditor (central pay roll) —_______.___ 323,060

The Controller’s justification is: ‘‘Pay roll claims audits presently
employs two auditors. Under regional disbursing, it is contemplated that
in each disbursing center there will be a claim auditor to serutinize docu-
ments which affect the roster. Since there are tliree centers, three auditors
will be required.”’

The two claim auditors have been functlomng under the old pay
roll system of agencies preparing their own rolls. The new central pay
roll system of the Disbursements Division of the State Controller is now
functioning, and by progressive measures will assume the major portion
of the pay roll functions of all state agencies.

. From our study of the procedures of the central pay roll system, we
believe that the necessary controls and scrutiny of supporting documents
which affect the roster have been provided for, as well as the necessary
employees to perform these functions. Furthermore, the annual audit by
the Audits Division of the Department of Finance should reveal any
diserepancies that might exist.

However, due to the newness of this system, we recommend that the -
two auditors now employed make test checks and report on the results so
that the Department of Finance can determine the value and necessity
of such an internal post audit.

1 Claim auditor SR i ___$3,060
The justification for this position stated ‘‘normal work load
inereases,’”” but no work load statistics were furnished. However, at the
prehmlnary hearings the following work load figures were furmshed by
the Department of Finance: :

1946-47 1947-48 1948-49 1949-50
Number of claims R
Actual ________ 69,347 . 85,096 101,234 e
Estimated —____ —— R 110,000
Number of :
auditors _____ 7 8.3 13.9 16
Per auditor —_-_ 9,907 10,253 7,283 6,875

The above table indicates a decrease in the number of claims per
auditor, and a further decrease should result when the payroll auditing
is removed from this unit. :

We recommend disapproval of this pos@twn

Avudits Division

‘Claim Audit Unit—Purchase Order Auditing

2 Intermediate clerks ____. _— e _ $4,840
6 Intermediate account clerks__ . ________ . ___ 13,858

The purchase order audit funection was transferred from the Depart-
ment of Finance to the Controller’s Office on October 1, 1949. This change
was due to the provisions of Section 13395 of the Government Code, as
* amended by Chapter 605, Statutes of 1949.

The audit as now performed by the Controller’s Office consists of a
review of each invoice to determine that the purchase has been authorized
by purchase order. The invoice is checked to the purchase order for (1)
correctness of vendor’s name and address, (2) commodity billed, (3)
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quantity, (4) unit price, (5) authorized total cost, (6) f.o.b. point for
delivery charges, (7) propriety of sales tax and (8) application of cash
discounts.

The systems section of the Department of Finance made a study
of the results obtained by the purchase order audit and the cost during
the last completed year from October 1, 1948, to September 30, 1949. As
a result of that study they made the following recommendation :

‘Tt is recommended that in view of these facts serious consideration
be given to the elimination of the duplicate effort expended on the pur-
chase order audit since the audit does not appear to warrant the $20, 000 :
annual expense in excess of determinable savings.

¢¢ At the most, a pre-audit in the State Controller’s Office on a sample
basis should sufﬁce if the Controller does not consider a sample basis
post-audit by the Department of Finance satisfactory since it is not made
by his staff.

“‘Such sample need not exceed 10 percent for an average agency.
The sample can be increased or decreased with respect to a given agency
based upon the accuracy of the agency as determined by test check. ,

““This test check should keep agenecies aware sufficiently that they
are being audited. It should also provide them ample training in voucher
audit and proper submission of claims.

““One clerk should be sufficient to perform this test check.””

‘We believe that reasonable auditing standards would be met by a
test check as recommended above. Accordingly, we recommend the elimi-
nation of six account clerks at a total cost of $18,698 per year from the
budget request. One senior account clerk at a cost of $3,138 per year
remains to perform the funection.

Field Audit Unit
2 Intermediate Typist-clerks _____ - o - $4,560
The Controller’s justifieation is: ‘“* * * {o handle the increased
work load. The present staff is experiencing difficulty in keeping up with
the typing of audits as they are completed by the field men. At the present
time, we are employing temporary help in an effort to eliminate an exist-

_ ing backlog. If this does not prove satisfactory, it may be necessary to

request the employment of the additional personnel before the end of thls
fiscal year.’

Tt was our understandmg at the preliminary hearing that the neces-
sity of these two positions depended on retention of Article XXV of the
Constitution, requiring State Administration of Aid to Aged and
Needy Blmd In eliminating social welfare audits, an increase in work
load of claims has not been justified. Furthermore, it was indicated that
the Field Audit Bureau should take appropriate measures to improve the
quality of auditing functions and reports, thus reducmg the volume of
reports and auditing costs. :

Field Audit Unit—County Welfare Audit

1 Auditor,grade 3 ____________________ $5,976
3 Auditors, grade 8— . .. __ $12,685
Related operating expenses el $8,855

These proposed new positions are requested for the continuation of
the special purpose audit staff made necessary by Article XXV for the
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period January 1, 1949, to February 28, 1950. The passage of Proposition
No. 2 returned to the- countles all dlsbursmg functions of social welfare
payments. .

- In the prehmmary discussions with repr esentatlves of the Depart-
ment of Social Welfare, Department of Finance and the Legislative
* Auditor’s staff, the Gontroller’s Office indicated that it would require a
full staff of auditors to perform complete audits independent from those
performed by the Social Welfare Department.

The Department of Social Welfare has requested a full staff to
resume o complete audit function that was performed by them prior to
passage of Article XXV of the Constitution. We are in agreement that this
department has the responsibility to perform this function: Furthermore, .
the Federal Government defrays 50 percent of the costs of this funection
when performed by the Department of Social Welfare. On March 1, 1950,
the Department of Social Welfare again became responsible for the field
audit of disbursements of old age security and aid to needy blind.

- 'We do not believe that these four auditors requested by the Con-
troller can perform a service to the State which would result in a saving
or insure the correct expenditure of state funds. The auditors of the
Controller’s- Office have no. authority to prescribe the type of audits;
material to be audited, or the time of audits.

We therefore recommend the elimination of these four audit posi-
twns

" Due to a transfer of an exempt posmon fromthe Dlsbursements Divi-
sion to the Administration Division, the Controller has requested a posi-
tion of administrative assistant. With this additional -position the Con-
troller’s Administration Division is well staffed with top administrative
officers.

. We recommend approval of thls proposed new position.

" The central state pay roll system is begmnmg to function in the Dis-
" bursements Division of the State Controller. We recommend that a study
be made by the Controller’s Office to determine what savings in time and
monéy would result if an extension was given in date for payment beyond
the contemplated fourth working day after the last day of eaeh calendar
month: :

GENERAL SUMMARY

- The office of the State Controller was created by the orlglnal State
Constitution in 1849 and retained by the revised Constitution of 1879.
The functions of this office are administered and superv1sed by an eleetlve
constitutional. officer named ‘‘State Controller.’

. The principal funections of the State Controller, as enumerated in
Section 433 of the Political Code, are as follows:

1. To superintend the fiscal concerns of the State.- ‘

2. To make an annual report to the Governor, setting forth the
revenues and expenditures of the several funds during the preceding
. ﬁscal year.

©8.. To accompany his annual report with statements showmg expend1— :
tures a,nd balances for each approprlatlon during such oné-year period.

4. When requested, to give information to the Leglslature regard-
mg state ﬁnanees or the dutles of his of'ﬁce
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5. To suggest plans for the improvement and management of public
revenues. o

6. To keep and state all accounts in which the State is interested.

T. To keep an acecount of all warrants drawn upon the Treasurer, and
showing at all times the unexpended balance of each appropriation.

"~ 8. Tokeep an account between the State and the Treasurer. .

9. To keep a record of warrants, showing the fund upon which they
are drawn, the number, in whose favor, and the appropriation chargeable.

10. To audit all claims against the State.

11. To examine and settle the accounts of all persons indebted to the
State and to certify the amount to the Treasurer.

12. In his discretion, to require any person presentlng an account for
settlement to be sworn before him, and to answer orally or in writing as
to any fact relating to it. :

13. To require all persons, who have received any moneys belonging
to the State and have not accounted therefor to settle their accounts.

14. In his discretion, to inspect the books of any person charged with
the receipt, safekeeping, or disbursement of public moneys.

15. In his discretion, to require all persons who have received moneys
or securities, or have had the dlsposmon or management of any property
of the State, of which an aceount is kept in his office, to render statements
thereof fo him.

16.. To direet and superintend the eolleetlon of all moneys due the
State.

' 17. To draw warrants on the Treasurer for the payment of money
directed by law to be paid out of the Treasury.

18. To furnish the Treasurer a list of warranis drawn upon the
Treasury.

A 19. To authenticate with his official seal all drafts and warrants
drawn by him, and all copies of papers issued from his office.

20. To perform the duties of a member of the State Board of Equal-
ization, and such other duties as are preseribed by law.

State Controller
- TAX COLLECTION DIVISION

ITEM 107 of the Budget Bill ) - Budget page 326
Budget line No. 25

For Support of the Tax CoHechon Division From the Mofor Vehicle Transpor-
tation Tax Fund

~Amount requested _____ " $110,566
Estimated to be expended in the 1949-50 Fiscal Year _________~ 108,351
Increase (2.0 percent) __. . $2,215
Summary of Increases
INCREASE DUE T0
Total Work load or New Budget Line
7 increase salary adjustments services page No.
Salaries and Wages $3,365 $3,365 . 325 {53
" Operating Expense __. . 1,182 1,182 —— 326 15.
Equipment ___.____________ —2,332 —2,332 — 326 23

Total Increase __________ $2,215 $2,215
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RECOMMENDATIONS

Amount budgeted ___ , ’ S $110,566

Legislati\;e Auditor’'s Recommendation 110,566

Reduction None
ANALYSIS

The increase in salaries and wages is due to normal salary adjust-
ments and the inerease in operating expenses is due to increased rentals.

‘We wish to repeat our recommendation of last year that the duties of
collection of Motor Transportation License Tax be transferred to the
Motor Transportation License Tax Division of the Board of Equalization.
We recommend that appropriate legislation be introduced during the
1951-52 Legislative Session to effect this transfer. This transfer was esti-
mated to produce an annual saving of $69,417.

State Controller
AUDIT OF AID TO LOCAL GOVERNMENT

ITEM 108 of the Budget Bill Budget page 329
Budget line No. 18

For Audit of Spécial Appropriations for Aid fo Local Governments, State
Controller from the General Fund

Amount requested $26,600

Estimated to be expended in the 1949-50 Fiscal Year ___.____ 33,841

Decrease (21.4 percent) : - 37,241
RECOMMENDATIONS

Amount budgeted : $26,600

Legislative Auditor’'s Recommendations 26,600

Reduction ) None
ANALYSIS

This decrease is due primarily to the completion of the veterans’
housing program audits in the 1949-50 Fiscal Year. The amount requested
for 1949-50 was $20,716 for veterans housing audits, and $13,125 for
audits of school building aid to impoverished school districts, a total of
$33,841.

_ The decrease of $20,716 is partially offset by an increase of $13,475
for audits of special appropriations for building aid to impoverished
school distriets which is due to anticipated increases in activity in the
1950-51 F'iscal Year.

Veterans’ housing programs —$20,716
School building aid to impoverished school distriets__________ 13,475

Net Decrease 37,241
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State Controller

AUDIT OF AID TO LOCAL GOVERNMENT

ITEM 109 of the Budget Bill Budget page 329
Budget line No. 20

For Audit of Special Appropriations for Aid to Local Government, State Con-
troller, From the Postwar Unemploymenf Fund

Amount requested $96,556
Estimated to be expended in 1949-50 Fiscal Year______.______ 83,403
Increase (15.8 percent)< i ' $13,153
RECOMMENDATIONS
) Amount budgeted $96,556
Legislative Auditor’s Recommendation 96,556
Reduection : None
ANALYSIS ’

The function of this program is to make an office audit of claims
filed by local agencies, against allocations to cities, counties, and cities
and counties for the prevention or alleviation of unemployment through
the construction of public works, posting of these claims and allocations
on control account ledgel"s and finally, a field audit upon completion of
the projects.

This program will probably be greatly accelerated in the 1950-51
Fiscal Year due to the fact that the unallocated balance of $29,322,622,
as of October, 1948, had to be allocated before December 31, 1949 or
funds would not be avallable pursuant to Chapter 20, Statutes of 1946
First Extraordinary Session.

State Controller
HIGHWAY ACCOUNTS AND REPORTS

ITEM 110 of the Budget Bill Budget page 331
Budget line No. 5

. For Support of Bureau of Highway Accounts and Reports, State Controller, From
the Highway Users Tax Fund

Amount requested : $121,982
Estimated to be e\pended in the 1949-50 Fiscal Year___.____ 107,874
Increase (13.1 percent) : O $14,108
Summary of Increases
INCREASE DUE T0
Total Work load or New Budget Line
increase salary adjustments services page No.
Salaries and Wages________ $7,430 $7,430 _— 331 17
Operating Expenses ______ 3,530 3,630 R 331 18
Equipment . ________ 3,148 248 $2,900 331 19

Total Inerease —.____ $14,108 $11,208 $2,900
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RECOMMENDATIONS

Amount budgeted ___  $121,982

Legislative Auditor’s Recommendation.._ 119,082

Reduction e _ ' $2,900
ANALYSIS A

The above recommended reduction of $2,900, for related operating
expenses to be adjusted by the Department of Finance, is based on the
elimination of the amount requested for the pyrchase of two additional
automobiles. The Controller’s justification is ‘‘Two automobiles are
requested to provide sufficient transportation for the personnel con-
stantly in the field. The field requirements are such that it is imprac-
ticable to assign more than one individual to each car. At the present
time the eight cars assigned to this bureau are not sufficient to cover
the minimum requirements for transportation.”’

‘We recommend elimination of these two additional automobiles as
an economy measure, and we do not believe the need has been fully
Jjustified. » ‘

There are only 18 authorized positions in this bureau and only 14
would be subJeet to travel. The 14 positions are listed below:

1 Chief of Burean

2 Consultants

1 Principal accountant

3 Senior accountants

2 Semi-senior accountants

4 Accountant-auditors, grade 1
1 Jumior accountant-auditor

Total__ 14

Tt does not appear that all of the above would be traveling constantly.
Eight pool cars for the above Would seem sufficient if trips are well
scheduled.

State Controller
MOTOR VEHICLE FUEL TAX -REFUND DIVISION

ITEM 111 0of the Budget Bill Budvet page 332
Budget line No. 5

For Supporf of Moftor Vehicle Fuel Tax Refund Division, State Controller, From
the Motor Vehicle Fuel Fund

Amount requested $168,133
Estimated to be expended in the 1949 50 Fiscal Year— . __ 172,132

Decrease (2.3 percent) X $3,999



Summary of Increases
INCREASE DUE T0O

Total Work load or New Budget Line
increase salary adjustments services page No.
Salaries and Wages___.____._—§5,270 —3$5,270 - 332 20
Operating Expenses _____._ 611 611 — 332 21
Equipment _______________ 660 660 e 332 22

Total Decrease _______ —$3,999 —$3,999

~ RECOMMENDATIONS '
Amount budgeted ‘ __- $168133
Legislative Auditor’s Recommendation _ 168,133
Reduction None
ANALYSIS

The decrease is due primarily to a decrease of $9,170 for salarles
and wages in seasonal help. This decrease is offset by an increase of
$3,900 for normal salary adjustments. Other slight increases are:

Operating expenses

Price changes $611
Equipment .
Replacement of two hwht CATS o — $1,500
Miscellaneous equipment - —1,296
Office replacement equipment R 456
» Net increase equipment $660
State Controller
TAX-DEEDED LANDS
ITEM 112 of the Budget Bill : Budget page 333

Budget line No. 5

For Support of Tax-deeded Lands Division, From the Redemption Tax Fund

Amount requested ________________ $179,856
Estimated to be expended in the 1949-50 Fiscal Year ____________ 172,255
Increase (4.4 percent) — %7601
Summary of Increases
INCREASE DUE T0
Total Work load or New Budget Line
increase salary adjustments services page No.
Salaries and Wages_________ $4,858 $4,858 R 333 17
Operating L‘xpenses ________ 590 590 o 333 18
Equipment - _____ 2,153 2,153 o 333 19
Total —______ . $7,601 $7,601
RECOMMENDATIONS
Amount budgeted _ S, $179,856
Legislative Auditor’s Recommendation

Reduction

________________________ 179,356

None
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ANALYSIS

The increase may be attrlbuted chiefly to normal salary adjustment -
increases of $4,425; operating expenses increased $590 due to slight
inerease in rent, automoblle operatlon and telephone and telegraph.

The increase in equipment is due to the purchase of a light car for the
district manager at Ventura who has been averaging more than 10,000
miles per year using his personal car. Remainder of increase is due to one
light car being replaced.

BOARD OF EQUALIZATION

ITEM 113 of the Budget Bill Budget page 338 °
Budget hne No. 41

For Supporf of the Board of Equalization From the General Fund

Amount requested $10,789,179
Estimated to be expended in 1949-50 Fiscal Yeal ____________ 10,203,578
Increase (5.7 percent) : - . - $585,601

Summary of Increases
INCREASE DUE T0

Total * Work load or New Budget Line
R increase salary adjustments - services page No.
Salaries and Wages_______ $523,614 $323,589 $200,025 338 51
Operating Expenses __.____ 126,224 7,740 . 118,484 338 52
Equipment ______________ —567,620° —143,516 - 85,896 338 53
Total ______________ $592,218 . $187,813 $404,405 338 55
Less:
Reimbursements . __ —6,617 - —3,308 —3,309 338 62
Total Increase ___—.__ $585,601 $184,505 '$40i,096 338 64
RECOMMENDATIONS : .
Amount budgeted : ; 2 $10,789,179
Legislative Auditor’'s Recommeéndation ' 10,675,925
Reduction : $113,254
ANALYSIS ’

The following summarizes the recommended reductions by object
and by divisions: )

. Division ' Salaries Operating v
General Total and wages expenses Hquipment
-administration ____ $24,951 $22,982 - $730 . $1,289

Assessment standards 5,468 0 __... 5,000 468
Retail sales tax______ 75,083 48,528 - 9,656 16,899
Alcoholic beverage
control —_________ 7,752 4,512 o 3,240
Total - ___ $118,254 $75,972 $15386  $21,806

. General Administration
We recommend that the position of assistant to secretary, Budget

page 338, line 77, $5,772, be abolished. This position was originally set up
without legislative authorization in 1947 to be the budget officer of the
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board. However, the fact that it has been vacant since J uly 31, 1948, is
evidence that it is not needed.

We recommend that the position of supermsmg audstor, grade 1,
Budget page 339, line 19, $5,496, be abolished. This is the pos1t10n
formerly oeeupied by the internal auditor but since the internal audit
functions have been assigned elsewhere and the position hag been vacant
since October 25, 1948, it appears that it is no longer needed.

We recommend that four positions be deleted from the accounting
office, Budget page 339, lines 20 to 31, in addition to the supervising
auditor, grade 1, mentioned in the foregoing, at a saving of at least
$9,384, the average salary requested for the lowest salaried positions
involved. We make this recommendation for the following reasons:

In our analysis of the Budget for 1948-49, page 154 of our report,
we recommended the establishment of five new positions in the account-
ing office on eondition that the Department of Finance make a complete
study of the accounts, organization, and procedures of the accounting
section of the Board of Equalization and that the budget request for the
1949-50 Fiscal Year be based upon this study. The study was not com-
pleted in time to be of any assistance in connection with the 1949-50
Budget, the report containing the recommendations of the Division of
Administration of the Department of Finance being transmitted to the
Board of Equahzatlon on May 16, 1949, but we believe that it should
form the basis of the1950-51 request ThlS report points out that a staff
of 32 persons should be sufficient to perform all the functions of the
accounting office, exclusive of the internal audit function. We concur in
this recommendation and believe that the staff should be reduced to 32
instead of the 36 requested.

We recommend elimination of the proposed new position of wnier-
mediate typist-clerk, Budget page 339, line 43, $2,280, together with $289
for the furniture and typewriter requested for the position, Budget page
339, line 66. The position is requested to improve administration of sick
leave requests. This function was transferred by the Personnel Board to
the Board of Kqualization on May 1, 1949. The work is presently being
performed by available clerical help and we do not recommend the addi-
tion of one net new clerical posmon An additional reason for recom-
mending against this position is our belief that theagency as a whole has
sufficient clerical personnel for all its present needs, as brought out in
our comment on personnel, under the heading of General Considerations
at the end of the section of thls report which deals with the Board of
Equalization.

We recommend a reduction of $730 wn automobile opemtwn Budget
page 339, line 57, this being. the amount of the increase over 1949-50.
This increase is requested to provide closer supervision over the field

- activities of the board, but the amount requested without this inerease,
' $10,642, we believe to be adequate for this as well as other purposes..

We recommend reduction of $1;000 in additional office eqmpmenf
Budget page 339, line 66. This represents the amount requested -for a
vari-typer to be used to provide better setup for forms. Actual savmgs
which will result from its use have not been demonstrated
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The recommended reductlons for the Division of General Admmls-
tration are as follows:

Salaries and wages: © Amount Budgetpage Line No.

1 Assistant to secretary.____________ $5 772 338 (i

1 Supervising auditor, grade 1_..____ 5,496 339 19

4 Positions in accounting office.____ 9,384 339 20-31

‘1 Intermediate typist-clerk, new______ 2,280 339 43
Operating expenses:

Automobile operation .._____________ 730 339 . a7
Additional equipment :

Items not justified 1,289 339 66

$24,951

Division of Research and Statistics

‘We recommend approval of the request for $63,163, Budget page
340, line 41, as submitted. This includes two new positions for research
writer, Budget page 340, line 21, $10,666, to be used for writing county
-survey reports under Chapter 1523, Statutes of 1947, based on dafa
gathered by the Division of Assessment Standards. This work is now
being done by temporary help at an estimated cost of $9,750 for the
1949-50 Fiscal Year, and accordingly the new permanent positions do
not represent any new service.

Division of Assessment Standards

_/
Existing Activities

The existing activities and the approximate distribution of total
expenditures of $181,198, by activity, for the fiscal year 1948-49 are as
follows :

Instructions to assessors, adv1s01y service to counties, ~Amount - Percent
and assistance to appraisal commissions_____.__- $100,746 55.6%
Equalization of county property valuations___._____ 25,549 14.1
Contract mapping service for counties under .
Political Code Section 36925 28,086 155 -
County surveys under Political Code Section 3693___ 26,817 14.8
Total — $181,198° = 100.0%

Contract mapping services for counties is self-supporting since the
counties reimburse the State for the cost of this activity.

‘Work on county surveys under Political Code Section 3693 started
during the 1947-48 Fiscal Year, although the first report was not issued
until the spring of 1949. It is estimated that by July 1, 1950, a total of 10
reports will have been issued. The estimated expenditures for this activity
for the 3-year period from Januay 1, 1947 to June 30, 1950, including
those for the survey unit in the Division of Assessment Standards and
the salaries of the research writers in the Division of Research and Sta-
tistics, where the reports are written and edited, will be about $77,000 or
$7,700 per report completed. Tt is estimated that an additional 24 reports
will be issued during the 1950-51 Fiscal Year.

Pursuant to Chapter 1523 of the Statutes of 1947, which added Sec-
tion 3693 to the Political Code, the Board of Equalization was authorized
and directed to make a series of surveys in each county ‘‘to determine the
adequacy of the procedures and practices employed by the county assessor
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in the valuation of property * * *.°’ These surveys are to show the nature
and extent of taxable resources in the county; the volume of assessing
work to be done; the responsibility devolving upon the county assessor,
his requirements for maps, records; ete. ; the number and classification of
personnel needed by him, and the fiscal outlay required to secure suffi-
cient funds for the proper performance of his duties.

The Legislative Auditor is thoroughly in aceord with the purposes
intended to be accomplished by these surveys and was, in fact, instru-
mental in suggesting the surveys and laying plans for their comple_tion.
However, on the basis of the first of these reports to be issued, which indi-
cate the pattern to be followed, the methods of research and analysis, and
printed format, we feel that certain economies can be instituted without
detracting from the value of the surveys to the counties.

The reports are prepared in expensive print with elaborate charts and’
costly facsimile reproductions. Five hundred copies of each of the indi- .
vidual county reports are printed. The printing cost of each county report
is approximately $1,250. Each of the reports contains considerable
material which is of general interest to all of the assessors, and intended
as such, rather than of limited interest to the particular county for which
the survey is made. Each report, for instance, contains facsimiles of
recommended forms, recommended machine installations, recommended
improvements in assessment practices, glossary, and other matters ordi-
narily appearing in assessment manuals as prepared by state equalization
boards or state tax commissions. Approximately 60 percent of the contents
“of each report is of this nature.

' “We recommend that for the balance of the sulveys the following
economies be instituted :

1. All material, ineluding recommendations and explanations, which
is of general interest and apphcatlon to all of the counties be published
in a single volume and be printed once rather than in the form of 58
different prints.

2. That the material of particular interest and application to the
county surveyed, including recommendations applicable to it, be pre-
pared and separately transmitted to the county concerned and to the
Legislature in a report which would be supplemental to the general
volume.

3. That the cost of printing for both parts be considerably reduced
not only by consolidating the printings but by a less costly process and
fewer facsimile reproductions. We see no useful purpose being served in
reproducing in a report to the county assessor copies of all of the forms
presently being used by the county assessor. It can be assumed that he is
thoroughly familiar with these forms and has copies for ready reference.

By following the suggested, and other economies, in the compilation
and preparation of these reports, we believe that at least $5,000 annually
can be saved in the budget of the Division of Assessment Standards, and
meet every requirement of legislative intent under Chapter 1523. Accord-
mgly, we recommend a reduction of $5,000 under operating expense,
Budget page 341, line 16, 1n the Division of Assessment Standards.

We recommend a reduction of $468 in additional office equipment,
Budget page 341, line 20, which represents the cost of one automatic
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electric portable calculating machine for use of appraisers in the field.
Two additional machines were requested, but since they are not in eon-
tinuous. use we believe that one additional will be sufficient.”

Chapter 1466, Statutes of 1949 )

"By Chapter 1466, Statutes of 1949, the Board of Equalization was
directed to make a survey annually in each county ‘‘to determine the
relationship between the total value of land, improvements and tangible
personal property entered upon the roll by the Assessor and the total
market value thereof.”’ Utilizing these data, the Board is to ‘‘determine
also the average relationship between the assessed value of such property
and the market value thereof for the State as a whole.”’

The progress of these surveys and the determination of assessment

. ratios in the eounties, as well as a state average assessment ratio, is of
extreme importance to the State. Only on this basis can there be a realistic
detérmination of the property tax burden in the respective counties and
eqmty in apportionments of state funds which are made to local subdivi-
sions on the basis of assessed valuations. These apportlonments are
annually increasing in amount, and have become a major item of state
expenditure. The present lack of uniformity in assessment standards
between counties is costing the State millions of dollars annually.

The act providing for the determination of assessment ratios provides
that the necessary surveys for each county shall be undertaken when
funds are available for that purpose, in order to assure completion of a
survey with respect to each county by the second Monday in July, 1951.
The Division of Assessment Standards has prepared estimates of neces-
sary requirements for these surveys and there is included in its budget the
amount of $217,347, Budget page 341, line 73, for completion in accord-
ance with the intent of the Legislature. Because of the importance to the
State of these surveys, and in order that they may be instituted at the
earliest possible time, we recommend approval of the full amount
requested by the Board of Equalization for the Division of Assessment
Standards for the purposes of this act.

‘While recommending the full amount requested, we likewise recom-
mend that in the expenditure of these funds the Division of Assessment
Standards purehase only light automobiles, at $1,450 each, for all of the
field work involved in these surveys rather than five medlum weight cars
at $1 825 each, and nine lightweight cars as proposed

Valuation DIVISIOII
‘We recommend approval of the budget as submitted.

Retail Sales Tax Division ’
Following is a summary of the recommended reductions by object

and by operating unit : Salaries Operating
_Opera,tmg unit Total and wages expenses Hquipmeni
Headquarters —______ $12,090 $11,640 R $450
District offices_______ 62,993 - 36,888 $9,656 16,449

$75,083 $48,528 $9,656 $16,899
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Sales Tax Division
Headquarters

We recommend that the vacant position of associate sales tax adm'm-
istrator, $8,112, Budget page 342, line 72, be abolished since the adminis-
trator already has two staff assistants at approximately the same level, the
tax counsel and the principal sales tax auditor, to provide him with all
the technical and administrative assistance needed. We further believe
that an associate administrator is not needed for purely administrative
purposes sinceé to a considerable degree, at least, the board members them-
selves and their deputies and assistants exercise many of the administra-
tive functions with respect to the field offices which would normally
devolve on the sales tax administrator in a different type of organization.

We do not recommend the reclassification of two auditors, grade 3, to.
. supervising auditor, grade 1, $576, Budget page 344, line 50. These two
reclassifications are requested for the men in charge of the audit crews
in New York and Chicago, who supervise eight and seven auditors, respec-
tively. We believe there are more grade one supervising auditors in the
Sales Tax Division at present than the facts warrant.

We do not recommend approvael of funds for the following reclaswﬁ

cations requested : Amount Budget page Line No.
1 Auditor, grade 2, to auditor, grade 3__  $240 344 52
4 Accountant-auditors, grade 1, to audi- .
tor, grade 2 768 344 55
6 Junjor accountant-auditors to account-
ant-auditor, grade 1________________ 1,944 344 47
Total $2,952

There are now 113 established positions for auditors of all grades in
the headquarters office of the Sales Tax Division, the total salaries of
which will amount to $498,350 during the 1950-51 Fiscal Year. We believe
that not only are the proposed reclassifications unwarranted but that the
existing level of the positions and total staffing pattern should be furthey
studied. We recommend that a survey be made by the Personnel Board
and by the Department of Finance of the work of this unit.

We recommend reduction of $450 in the amount requested for adds-
ttonal office equipment, Budget page 345, line 29. This represents the
following items which are either new services or not adequately justified.

$300 Dictographs (intercommunicating phones) for permit section and

tabulating section. New service. Regular telephones will suffice.
150 Three tables for master file section. Not justified on basis of work load.

$450
Following is a summary of the recommended reductmns
Salaries and Wages . Amount Budget page Line No.
Associate sales tax administrator.__. $8,112 342 72
Reclassification of :
2 Auditors, grade 3_____________ 576 344 50
.1 Auditor, grade 2______________ 240 344 52
4 Accountant-auditors, grade 1___ -~ 768 344 55
6 Junior accountant-auditors —___ 1,944 344 47
Additional office equipment___________ 450 345 29

Total _ —_ $12,090
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Sales Tax District Offices

We do not recommend the proposed reclassification of one auditor,
grade 3, to supervising auditor, grade 1 in San Jose, cost $288, Budget
page 346, line 22. The position involved is that in charge of the audit
review unit in the San Jose office and it is urged that because of the size
of the staff the higher classification is justified. The present job specifica-
tions for supervising auditor, grade 1, does not contemplate its use for this
type of assignment the grade 3 class being appropriate for such work and
since there is already one supervising auditor, grade 1 position in San
Jose, we'do not believe the reclassification is Justlﬁed

We do not recommend the proposed reclassification of one auditor,
grade 2 to auditor, grade 3, cost $340 in the Sacramento District Office,
Budget page 346, line 24. It is urged that this position is necessary to
handle the larger and more complex audits in this area, but if this were
to be approved, the Sacramento district would have the highest ratio of
supervisory audit personnel, 25 percent, of any district in the State, the
state-wide average being 17 percent, and we do not believe this is justified.

Request is made for reclassification of 66 accountant-auditor, grade 1
positions to auditor, grade- 2, cost $21,072, Budget page 346, hne 26, dis-
tributed among the followmg district ofﬁces

Tos Angeles 50
Oakland S 10
San Bernardino 3
Santa Barbara - -2
Sacramento ___ 1

Total _ 66

We do not recommend approval of the request for funds necessary
for these reclassifications for the following reasons:

As of July 1,1949, the established positions by class of auditor for all
distriet offices was as follows :

) Percent
Supervisory level No. No. of total
Supervising auditor, grade 2_.____._________ 5 . __
Supervising auditor, grade 1__..____ . _____.__ 31 . —
Auditor, grade 3 92 —— .
Total 128 17
Auditor, grade 2, journeyman level ____________ 283 » 38
Assistant level ’
Auditor, grade 1 . 228
Junior ——— 111 ]
Total ~__ 339 45
Total - ) 750 100

With few exceptions those in the first group are acting as super-
visors.

The definition of an auditor, grade 2, is:.‘‘To direct or personally
conduct the more difficult audits of persons or business firms subject to
State taxation.’’ :

The definition of an accountant-auditor, grade 1, is: ‘‘To perform
the less difficult technical acecounting work i in audltmw records of persons
or -business firms sub;ect to state taxation.’
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The definition of a junior accountant-auditor is: ‘‘To assist in the
more routine phases of technical accounting and field auditing work.”’

‘We believe that a very large part of the field audit work of the Sales
Tax Division is of such nature that it can be performed by an accountant-
auditor, grade 1, or a junior working either as an assistant to a grade 2
auditor on a particular assignment or working alone on small assign-
ments with proper supervision. This is evidenced by the fact that 60.7 per-
cent of the total number of field audits completed during the 1948-49
Fiscal Year, involving 40.6 percent of the total field audit time, or 13
hours per audit, were of taxpayers whose average tax liability was less
than $100 per quarter of $33 per month. We do not consider it necessary
to assign such audits as these to an auditor, grade 2, since we do not con-
sider them to be the more difficult audits contemplated by the job specifi-
cation for that class. We believe that on a well balanced staff there should
be a rather definite and constant relationship between the number of
grade 2 auditors and those at the lower levels, and that any substantial
increase in the proportion of grade 2 auditors on the staff tends to make
the audit program too costly. In this connection it should be noted that
while the additional salary cost of these proposed reclassifications will .
amount to $21,072 during the 1950-51 Fiscal Year the ultimate additional
cost to the State will be $55,440 when the men reach their maximum.

The justifications submitted by the agency for these reclassifications
are as follows:

. For the 50 in Los Angeles:

“‘In accordance with our established policy of promoting accountant-
auditors, grade 1, as soon as they have shown they are capable of directing
or conducting large and complex sales tax audlts

For the 10 in Qakland :

““To make possible promotion of successful candidates among our
present staff of grade 1 auditors.”’

For the three in San Bernardino:

Lok % * o set up positions for advancement of men who have been
working in lower audit positions so that they may strive to become eligible
for advancement. Also to make a place for these men so that they can
continue on in state work instead of leaving us for private industry.”’

It will be noted that in each case the only reason advanced for the
reclassification is a desire to promote members of the staff, which, how-
ever laudable, entirely overlooks such vital factors as work load and cost.

To our knowledge no satisfactory analysis has been made of the field
audit work load of the Sales Tax Division in terms of the volume properly
assignable to the various grades of auditors on the staff.

‘Werecommend an immediate study be made by the Personnel Board,
and the managenient analysis staff of the Department of Finance, and that
an over-all staffing pattern be developed as a result of such study and that
no reclassifications be approved in the interim.

In this conneection it should be noted that the Department of Employ-
ment, which has a field audit staff performing an operation comparable to
that of the Sales Tax Division believes that the relationship between
grade 2 and the total of grade 1, and juniors should be about 1 to 1, while
the Division of Audits of the Department of Finance considers its present
ratio of 1 grade 2 to 1.7 at the lower level to be about right. The present
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ratio in the Board of Equalization field staff is 1 to 1.2, with a very wide
variation between districts. If the proposed reclassifications are approved
the average will be 1 grade 2 to 0.8 at the lower levels, with a low of 1to 1.4
in Fresno and a high of 1 to .09 in Santa Barbara where there will be 11
grade2to1 grade 1.

‘We recommend disapproval of the amounts involved in the proposed
reclassification of 47.junior aceountant-auditors to accountant-auditors,
grade 1, for a total cost of $12,756, Budget page 346, line 29, for the
followmg districts:

Los Angeles 37
Oakland 4
San Bernardino 4
2
7

Stockton

Total 4
The justification submitted for the Los Angeles group reads, ‘‘In
accordance with our established policy of promoting junior accountant-

auditors as soon as they have shown they are capable of assisting with . .

the larger field audits and/or making small audits on their own.”’

Here again the justification is on promotion rather than work load.

The pay scale of this class provides for five rates: $231, $243, $255,
- $268, and $281. The entrance salary for grade 1 is $268, the next step $281.

‘We believe that in the present labor market, where men for these
positions are relatively easy to get, it is not unreasonable to expect them
to stay in the class for several years, rather than making wholesale
reclassifications as requested; and that the normal annual salary increases
are sufficient to compensate for inereased efficiency due to added expe-
rience.

We believe a fairly deﬁmte pattern should be worked out, setting
forth the number of men in each class appropriate for a normal staff
and until this is done we do not recommend these reclassifications.

‘We recommend. disapproval of the funds for the proposed reclassi-
fication of one supervising investigator, grade 1 to grade 2 in San Diego,
$228, Budget page 346, line 35, as not being in acecordance with the
requirements of the work to be performed.

‘We recommend disapproval of the amount requested for reclassi-
fication of 12 field representatives to special investigator, at a cost of
$2,304, Budget page 346, line 37, for the following districts:

- Oakland ——_ 10
Fresno 1
Bakersfield 1

Total 12

We recommend reduction of travel expense, Budget page 346, line
51, by $9,056 to the level of that estimated for 1949-50, since no justifica-
tion has been presented for the increase.

Rentals for all office space other than that in the state-owned build-
ings in Sacramento and San Francisco and in the buildings at 357 South
Hill Street, Los Angeles, and 2129 Grove Street in Oakland, leased by
the State Department of Finance which in turn subleases space to the
Board of Equalization are included in the total of $279,045 shown for
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the Sales Tax Division, District offices, Budget page 346, line 54. The
division to which the rent applies and the proposed increase for 1950-51
- for additional space included in the totals is shown in the following

tabulation : - Increase for
Division Total additional space
Sales tax $205,767 $18,902
Alcobholic beverage control .
Distriet liquor control office__.________ 52,739 : 8,232
Bureau of tax assessment______._______ 3,926 71
Motor transportation license tax.___.___ 16,159 . 1,012
Motor vehicle fuel tax 454 93
Total $279,045 $28,310

The rents for the divisions other than sales tax are included in the
amount of $66,688 deducted as reimbursements for services rendered to
other General Fund divisions, Budget page 346, line 58, and the amount
of $135,451 deducted as reimbursements for services to Special Fund
Divisions, Budget page 347, line 15. We believe this method of showing .
these items is unsatisfactory, since it is impossible to determine from
the printed budget the total amounts of any of the individual items of
operating expense, including rent, attributable to any of the divisions
and we recommend that steps be taken to supply this when the next budget
is prepared.

No justification has been submitted for any of the additional space
represented by the proposed increase in rent of $28,310 for that purpose,
and sinee this is all for new or expanded services we recommend that the
amounts be approved only upon justification.

The Board of Equalization is now paying rent for 60 offices through-
out the State. All of these are used by sales tax personnel and 42 by
liguor control personnel. We believe that many of these offices are unnec-
essary and that before new space is authorized detailed justification
should be submitted for existing offices other than offices in large centers
of population, in terms of work load and operating efficiency. The loca-
tion of an office in Mill Valley, for example, when one is maintained in
San Rafael about four miles distant, is an illustration of the need for

justification. :
’ Included in the proposed rentals for new space is $600 for a new
office in Santa Maria. We recommend disapproval of this amount as being
an unnecessary new facility.

We recommend a reduction of $114 in office equipment, replace-
ments, Budget page 346, line 63. This was requested to replace a type-
writer in Marysville, which has been replaced during the current fiscal
year. : :

Of the requested $18,228, Budget page 346, line 64, we recommend a
reduction of $9,085 in additional office equipment. We have examined in
detail the justification submitted for each individual item included in the
total of $18,228, and it appears that the recommended reduction will not
handieap the operation of the organization. All of the items recommended
for deletion are in the category of new or expanded services. Sogne are for
equipment requested for additional personnel which we are recommend-
ing as unnecessary elsewhere in this analysis. One item, a dictaphone
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transcriber for $294 requested for San Francisco appears to be a duplica-
tion of a similar item which we have approved. Some are for luxury items
such as $695 for three electric water cooled drinking fountains for the
Long Beach, Riverside, and Santa Ana branch offices, $125 for heaters for
five state automobiles in the Fresno distriet, swivel chairs to replace
straight chairs for certain employees, and $73 for two roll-away tub files
for the added convenience of a supervisor. Some are equipment which
appears inappropriate, such as additional typewriters for auditors to use
in typing reports, and $833 for seven additional typewriters for the Glen-
dale office, which already has five typewriters, and only five typists
assigned to the office. Most of the remainder are items which do not appear
justified on the basis of any work load data submitted or by the nature
and volume of the work for which requested, such as additional adding
machines and automatic electric caleulators.

‘We recommend a reduction of $7,250 for purchase of the five addi-
tional automobiles requested, Budget page 346, line 66. This represents
five'light cars, one each for the office in F'resno, San Diego, Santa Rosa,
Bureka, and Marysville. Our reason for recommending this reduction is
our belief that the most efficient use is not being made by the agency of
the 382 cars which it now has and that if these cars were reassigned on
the basis of actual need no additional cars would be needed.

The following is a summary of the recommended reductions:

Salaries and Wages

Reclassification of : : Amount Budget page ILine No.
1 Auditor, grade 3 _______.____. $288 © 346 22
1 Auditor, grade 2__________._ 240 346 24
66 Aeccountant-auditors, grade 1_ 21,072 346 - 26
47 Junior accountant-auditors _.. 12,756 346 29
1 Supervising investigator, grade 1 228 346 35
12 Field representatives —___.___ 2,304 346 37 -
Operating Expenses :
Travel expense 9,056 346 - 51
Rent for additional space _..___.___ 600 346 54
Equipment
Office replacements ___._____.______ 114 - 346 63
Office additional _________________ 9,085 346 64
5 Additional automobiles _________ 7,250 346 © 66
Total - $62,993

Alcoholic Beverage Control Bivision

Following is a summary of the recommended reductions by object
and by operating unit:

Salaries Operating
Operating unit Total and wages expenses Hquipment
Headquarters ' ‘
administration __._ $4,816 $4,320 [ $496
Bureau of . '
Tax Assessment __ 192 192 —_—e i
District Liquor )
Control Offices —.._ 2,744 - — 2,744
Total ____.____ §7,752 $4,512 $3,240
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Headquarters Administration v

We recommend deletion of the two proposed new posztwns of inter-
mediate file clerk, $2,280, Budget page 347, line 62, and junior- clerk,
$2,040, Budget page 347, line 63. These positions were requested to
process fair trade and price posting schedules filed by wine producers
and wholesalers as required by Section 55.65 of the Aleoholic Beverage
Control Act, effective October 1, 1949, which requires fair trading and
price postmg of all wine sold in Callfornla

It is stated that 800 to 1,000 wine wholesalers and 400 wineries W111
file schedules with the board to post prices or establish consumer prices,
or both, and it appears to us that the present staff could absorb this addi-
tional work without any inerease.

We recommend reduction of $496 for one comptometer included as
additional office equipment, Budget page 348, line 6. It is stated that this
is to be used by an accountant-auditor, grade 1, and three other employees
in making computations formerly made on an adding machine or by
hand. From the justification submitted it does not appear that the vol-
ume of work involved is sufficient for full time operating of the machine,
as further evidenced by the fact that there is no calculating machine
operator position included on the staff. This type of machine requires a
trained operator for efficient use and we do not think its purchase is
justified for intermittent operation by untrained personnel: We recom-
mend that necessary computing be done by other divisions of the board
where trained operators are available. :

Following is a summary of reductions recommended :

Salaries and Wages Amount Budget page Line No.
1 Intermediate file elerk _____- P, $2,280 347 62
1 Junior celerk ___________________ 2,040 347 63
Equipment :
1 Comptometer _________ .. ___ 496 348 6
Total - $4,816

Bureau of Tax Assessment

We recommend deletion of $192 requested for reclassification of one
accountant-auditor, grade 1, to auditor, grade 2, Budget pagé 348, line 46.
The request is made “to make possible promotion of successful candldate
on present staff * * * »” hut no data are submitted to justify the higher
* ranking position on the basis of increased work load at the higher level.
At present there are 27 grade 2 and 13 grade 1 auditors on the staff and
we do not believe more positions at the higher level are warranted.

District Liquor Control Offices Cean -

We recommend a reduction of $1,294 in additional office eqmpment
Budget page 349, line 58 for 15 file cabinets for the following locations:

Los .Angeles (8) . . $696
San Francisco (1) . 83
Richmond (1) : : 94
Riverside * (1) 83
San Jose (3) ~ 251
Santa Barbara (1) - 87
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These are requested for expansion of files maintained in district
offices, which are also duplicated in headquarters. If duplicate files of old
material in distriet offices are removed and destroyed the present cabinets
will be adequate for current.needs.

We recommend a reduction of $1, /50 wm the amount requested for
aufomobzle, additional, Budget page 349, line 60, for one new automobile,
for use in San Rafael. We so recommend since, as pointed out elsewhere
in this analysis, we believe that if present cars are properly assigned, no
new cars are needed.

Following is a summary of recommended reductions:

Amount Budgét page Line No.

14 File cabinets $1,294 349 58
1 Automobile - 1,450 349 - 60
Total $2,744

Board of Equalization
MOTOR TRANSPORTATION LICENSE TAX DIVISION

ITEM 114 of the Budget Bill Budget page 350 .
C Budget line No. 12 -

For Support of the Motor Transportation License Tax Division From the Mofor
Vehicle Transporiation Tax Fund :
Amount requested $668,455

Estimated to be expended in 1949-50 Fiscal Year____________ 623,240
Increase (7.3 percent)____ i . $45;215
Summary of Increases

. INCREASE DUE TO
Total Work load or New Budget Line
inerease salary adjustments services page No.
Salaries and Wages________ $30,298 $24,682 $5,616 350 22
Operating Expenses _______ 8,909 540 8,369 350 23
Equipment _______________ 6,008 —1,855 7,863 350 24
 Motal Increase _______ $45,215 - $23,367 $21,848 350 26
RECOMMENDATIONS ‘
Amount budgeted $668,455
Legislative Auditor’s Recommendation__ : - 554,389
Reduction — $14,066
ANALYSIS ‘ :
The following summarizes the recommended reductions by object
and by operating units: Salaries Operating
Operating unit Total and wages expenses Equipment
Headquarters _______ $7,482 $5,232 $900 . $1,350°
District offices ______ 6,584 384 o 6,200

Total —___—r__ $14,066 $5,616 - $900 $7,550
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Headquarters

We recommend against the proposed new position of assistant trans-
portation tax administrator for $5,252, Budget page 350, line 61, as being
an expanded service not warranted at this time.

The Budget Act of 1948 authorized the estabhshment of a new
supervisory auditor, grade 1 position, the salary range for which is the
same as that being requested for the assistant administrator. This posi-
tion was authorized as a reclassification of an auditor, grade 3 position,
and was approved by the Legislative Auditor on condition that the posi-
tion be, in effect, the assistant chief of the division. Although it appeared
as an authorized position in the budget for 1949-50 it was never filled
and does not appear as an authorized position in the current budget.

Sinee it has not appeared necessary to fill the supervising auditor
position, we do not recommend the creation of the new position of
assistant transportation tax administrator.

We recommend travel expense be reduced $900 Budget page 350,
Iine 72. This was requested to provide for additional travel by the admln-
istrator, which appears to be a new service not justified at this time.

We recommend the amount requested for replacement of office
equipment, Budget page 351, line 4, be reduced from $1,732, to $382, a
reduction of $1,350. This represents the following equipment which an
inspection indicated did not warrant replacement during the 1950-51
Fiscal Year.

2 Typewriters $228
1 Adding machine 318
1 Caleulator 415
5 Posture chairs 185
3 Tables . . 204
‘ Total ‘ . $1,350
Following is a summary of the recommended reductions:
Salaries and wages: Amount Budgetpage LineNo.
Assistant administrator _.__________ $5,232 350 " 61
Operating expenses : '
Travel : 900 350 2
Replacement, office equipment._________ 1,350 351 4

Total $7,482
C District Offices

We do not recommend the proposed reclassification of two field rep-
resentatives to special tnvestigators, $384, Budget page 351, line 34.-
These positions are in the Oaklamd distriect and are not justified, either
on the basis of work load, or duties. We do not believe the class special
investigator. is appropriate for use by the Transportation Tax Division.

We recommend a reduction of $1,832 in the amount requested for
replacement of office equipment, Budget page 351, line 55, and a reduc- -
tion of $814 in additional office equipment, Budget page 351, line 56,
since both amounts appear to have been included in error.

We recommend o reduction of $704 in additional office eqmpment
Budget page 351, line 56.. This represents two adding machines with
movable stands, one for San Jose and one for Fresno. This represents a
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new service which does not appear to be Justlﬁed since adding machmes
are available in the Sales Tax Division in these offices.

We recommend a reduction of $2,850 m automobiles, add@twnal
under equipment, Budget page-351, line 58. This represents two hght
cars, one for Fresno and one for %acramento ‘We do not believe the pur-
chase of either car is justified, since there are enough Board of Fqualiza-
tion ecars in each district to provide for the needs of all divisions if the
cars are properly pooled and assigned. There are 33 cars in the Fresno
district and 14 in the Sacramento district besides a number of head-
quarters cars.

Following is a summary of the recommended reduetions :

Salaries and wages :
Reclassification of :

2 Field representatives to © Amount Budget page Line No.
special investigators ___________ $384 351 34
Equipment : :
Office replacement (included in error) 1,832 351 55
Equipment, additional: -
(Incduded in error) _________________ 814 351 56
2 Adding machines and stands_____._ T04 351 56
2 Automobiles 2,850 351 58
Total $6,584

It should be noted that the Budget Act of 1949 authorized 128 posi-
tions in the Transportation Tax Division for the Fiscal Year 1949-50,
yet the current budget shows 129 authorized positions for the 1949-50
Fiscal Year. The additional position established without legislative _
authorization is an auditor, grade 3, in the distriet offices. There are now
six such positions as against the four authorized by the Budget Act of
1949, with one less supervising investigator, grade 1, a net increase of
one position. The net additional salary which the State is ultimately
obligated to pay as the result of these changes is $6,600 per year.

Board of Equalization
MOTOR VEHICLE FUEL TAX DIVISION

ITEM 115 of the Budget Bill Budget page 352
Budget line No. 11

For Support of the Motor Vehicle Fuel Tax Division From the Motor Vehicle

Fuel Fund -
Amount budgeted i $410,335
Tstimated to be expended in 1949-50 Fiscal Year_..____________ 391,559
Increase (4.8 percent) : S $18,776
Summary of Increases - -
INCREASE DUE T0 :

Total Work load or New Budget Line

. increase salary adjustments services page No..

Salaries and Wages_-______ $10,273 © $8,737 $1,636 352 22

Operating Expenses - _____ 6,124 4,724 1,400 352 23

Equipment _______________ 2,379 —2,134 4,513 352 24

Total Increase ______ $18 776 $11,327 $7,449
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RECOMMENDATIONS

Amount budgeted : : ' $410,335

Legislative Auditor’'s Recommendtaion 3 - 409,531

Reduction : $804
ANALYSIS

The following summarizes the recommended reductions by object and
by operating units: Salaries Operating _

Operating unit Total and wages - expenses Hquipment
Headquarters _______ $228 —— — $228
District offices ______ 576 $576 —— S
Total —_____ $804 $576 : $228
' Headquarters

We recommend a reduction of $228 in the amount requested for
replacement of office equipment, Budget page 353, line 4. This represents
one typewriter, and inspection of the machine indieates it is not in need
of replacement. - ,

The staff of the headquarters office includes 13 auditors and field
representatives who spend most of their time in field audit and collection
work under the Use Fuel Tax Law. The territory covered includes all of
California north of the Tehachapi Mountains and the northern bound-
aries of San Luis Obisjo and San Bernardino Counties. This involves a
considerable amount of travel which we believe to be unnecessary since
it appears that more of the work could be done by men attached to the
staffs of the appropriate field offices of the board.

Many of the operators of diesel-propelled equipment who are subject
to the Use Fuel Tax Act are also subject to the provisions of the Trans-
portation Tax Act and are also audited by auditors in the Transportation
Tax Division. We believe that appreciable economies would result if the
activities of these two units were eonsohdated and the present overlap of
functions eliminated.

Both of the foregoing points have been commented on in audit reports
of the Division of Audits, Department of Finance,

District Offices

The distriet office staff of this division is all stationed in Los Angeles
with the exceptlon of one supervising auditor, grade 1, and one auditor,
grade 3, located in San Francisco, whose time is devoted exclusively to
auditing the records of four large oil companies. It does not appear neces-
sary to assign men of this rank to such an assignment and we recommend
that steps be taken by the agency and the Personnel Board to reassign the
men to duties more appropriate to their present classifications or to adjust
the classifications to a more appropriate level.

We do not recommend approval of funds for reclassification of three
accountant-auditor, grade 1 positions to auditor, grade 2, in Los- Angeles,
at o cost of $576, Budget page 353, line 32, since the present ratio of
grade 2 to grade 1 positions appears adequate. There is no justification for
the reclassification -on the basis of work load, and the nature of the work
in Los Angeles is such that much of it can be done by men at the lower
level under proper supervision.
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It is the practice of this Division to audit each of the 110 taxpayers
under the Motor Vehicle Fuel Tax Law at least once a year. The addi-
tional tax resulting from these audits is very small, amounting to about
$47,500 in the 1948-49 Fiscal Year. It is urged that such a program is
necessary, even though the direct results are insignificant, because of its
policing effect, but we fail to see the force of this argument in connection
with the seven major oil companies which are responsible for payment of
about 78 percent of the tax. ‘

‘We recommend that study be given to the possibility of curtailing the
audit work on the larger distributors in order that greater emphasis may
be placed on Use Fuel Tax audits where the recovery is much greater.

GENERAL CONSIDERATIONS
Sales Tax Field Audit Program

Accurate data have never been made available by the Sales Tax
Division, either as to the actual cost of its field audit program or as to the
actual net recoveries. The total deficiencies recommended of $7,955,273
shown under work load, Budget page 335, line 51, is not the total amount
collectible since it represents the amounts recommended by the fiéld men
in their original reports. This is subject to two major decreases before it
becomes collectible, a decrease as a result of the review by the Headquar-
ters staff before the billing to the taxpayer is made, which amounted to
$208,000 in 1948-49 and a further decrease as the result of action on
a petition for redetermination in case such a petition is filed. These have
averaged $487,000 per year for the last six years. We believe, therefore,
that amounts actually billed during a year, less the decrease resulting
from action on a petition, is a more realistic figure to use in evaluating the
resultfs of the field audit program than the original recommendations.
Astoregular field audit reports for the 1948-49 Fiscal Year these amounts
were as follows :

Amounts billed, net of refunds : $7,198,568
Less : '

Decreases as result of petitions for redetermination.___.._____ 781,009
‘Net amount collectible : $6,417,559

Of this amount $361,334 was attributable to the out-of-state audit
program, the cost of which we estimate to be about $94,000, which indi-
cates a recovery of $3.84 for each dollar of cost.

The agency has not submitted any data as to the cost of its field audit
program in California for the Fiscal Year 1948-49,

‘We have estimated the total cost of this program to be $4 744,000.
This includes the State’s contribution to the State Employees’ Retire-
ment System, fiscal and personnel board pro ratas, and other overhead,
including a share of the costs of the Division of General Administration
of the Board, and a share of the costs of the headquarters office of the
Sales Tax Division.

The estimated costs, by districts, the net deficiencies collectible,
which are attributable to the regular field audits in each district, and the
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net recovery per dollar of cost for the 1948-49 Fiscal Year are shown in

the following tabulation : Net  Deficiency
deficiencies per dollar
Egualization District I Costs collectible of cost
San Franecisco —________________ $560,000 $948,000 -$1.69
San Jose 259,000 262,000 1.01
Total $819,000 $1,210,000 $1.48
Equalization Distriet IT
Oakland $398,000 $570,000 $1.43
Fresno 238,000 - 179,000 75
Stockton 188,000 303,000 1.61
Sacramento 123,000 106,000 .86
Total $947,000 $1,158,000  $1.22
Equalization Distriet IIT
Santa Rosa - $177,000 --$198,000 $1.12
Marysville . 144,000 121,000 .84
‘Woodland 116,000 76,000 66
Redding 106,000 60,000 BT -
Total $543,000 $455,000 $0.84
HEqualization Distriet IV
Los Angeles $1,815,000 $2,660,000 $1.47 -
San Bernardino ________________ 292,000 233,000 80 .. .
San Diego 204,000 252,000 1.24
Santa Barbara _________________ 124,000 88,000 1
Total $2,435,000 - . $3,233,000 $1.33:
State total $4,744,000 - $6,056,000 $1.28

‘We believe the foregoing indicates that the audit program as a whole
may be close to the point of diminishing returns and that in half of the
14 districts the cost of the audit program may actually be more than it
produces. This, in turn, points to the need of a more realistic assignment
of personnel in relation to work load and more economical administration.

It is recognized that there are intangible results from any field audit
program which cannot be measured, such as more accurate voluntary
reporting. However, there were 251,720 active sales tax payers at the
beginning of the year and 255,531 at the end, or an average of 253,625
for the year. Field audits, of all classes completed during the year, totaled
47,621, or equal to 19 percent of the average active taxpayers. We believe
that any field audit program as extensive as this can be justified only on
the basis of measurable additional taxes collected.

The total of 38,630 audits reviewed during 1948-49 included 13, 17 6,
or 34 percent, Whlch involved either a refund or no change.

- Automobiles
, At the present time the Board of Equalization is operating a fleet
of 382 state-owned automobiles for all of its activities. During the year
ended June 30,1949, 119 of these cars were driven less than 10,000 miles,
the average mileage for the 119 cars being 6,873 per car. We do not
believe that any additional automobiles are needed by the agency during
the 1950-51 Fiscal Year, exclusive of those requested by the Division of
Assessment Standards for Chapter 1466, Statutes of 1949, Budget page
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341, line 68, since there are indications that the agency is not making the
most efficient use of its present fleet.

Accordingly, we have recommended against purchase of the follow- _
ing additional automobiles in our detailed analysis of the Budget requests
of the various divisions:

Division Amount Budget page Line No.
Sales tax—District offices, 5. oo ___ $7,250 346 66
Alcoholic Beverage Control Division .
District liquor control offices, 1__.....___ 1,450 349 - 60
Motor Transportation License Tax
. Division, district offices, 2___._________ 2,850 351 58
Total $11,550

We believe that if the agency will restudy the assignment of all of
its present automobiles and reassign the cars on a priority basis accord-
ing to actual need with greater emphasis on the pooling of equlpment it
would find that no additional automobiles are needed.

Rent

The rent items for the Board of Equalization appear in the current
budget in 14 different places, since they are shown separately by operat-
ing units. The total of these 14 items for the 1950-51 Fiscal Year amounts
to $503,434. All of this amount except $152,176 is for space in privately
- owned buildings, the $152,176 being for space in the Business and Pro-
fessions Building in Sacramento, in which the headquarters office and
“the local Sacramento Distriet Office are located.

Comparable totals for prior years were as follows:

1946-47 (actual) $245,612
1947-48 (actual) 360,883
1948-49 (actual) 383,986
1949-50 (authorized by Budget Act of 1949) . __ 412,073
1950-51 (proposed) — 503,434

It will be noted that the total for 1950-51 is over twice that for
1946-47 and also that it represents an increase of $91,361 or 18.1 ‘percent
over the total authorized by the Budget Aet of 1949:

The total rent included in the estimated total expenditures for
1949-50 is $451,557, which exceeds the amount authorized by the Budget
Act of 1949 by $39,484, or 9.6 percent. The difference between $451,557
and $503,434 is $51,877, which represents the increase proposed for
1950-51 over the estimated amount for 1949-50.
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The total increase in rent of $91,361 represents the following:
Business and Professions Building, Sacremento—

Increase in rate $26,112
Additional space in district offices:
Los Angeles $6,783
Long Beach . i 2,843
Pasadena 11,700
. Burlingame B} 1,500
Redwood City 804
Fresno 2,100
Bakersfield : 1,200
Visalia 1,896
Madera : . 600
Upland 180
Crescent City 300
Ventura 720
Red Bluff .60
Santa Maria (new office) 600 31,286
Total . $57,398
Unidentified . 33,963
Total . $91,361

It is not possible to account for the unidentified increase of $33,963
from any data which are readily available. Part is probably due to
increased rent for existing space in district offices, part to additional space
in district offices, and it is possible that a part may be due to inaccurate
budgeting.

Budget data submitted by the ageney in the past have not set forth
-clearly the proposed increase in rentals due to expanded quarters, with the
result that much of the expansion and a considerable part of the obliga-
tion for increased rentals has been incurred without specific legislative
authorization. =~

We recommend that the agency take steps immediately to compile
accurate data in support of all rentals for use in connectlon with future
budget requests.

Personnel

A summary of authorized positions for all divisions of the Board of
Equalization for the 1949-50 Fiscal Year and those proposed for the
1950-51 Fiscal Year are as follows:

Authorized by Budget Act of 1949 :
~ Established positions - - 2,702.3
Additional positions authorized . 25

Total for Fiscal Year 1949-50 2,727.3

Positions subsequently abolished —29.777 -
Established positions at July 1, 1949 i | 26076
Proposed additional positions - 50.5
Proposed for Fiscal Year 1950-51 2,748.1 ‘

The 29.7 positions abolished include 14 positions abolished under
Section 16.3 of the Budget Act, that is, those continuously unfilled
between October 15, 1948, and July 1, 1949, and 15.7 abolished for other
reasons.
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It is interesting to note that the number of established positions on
July 1, 1949 was 4.7 fewer than those established one year previously.
The 25 additional positions authorized for 1949-50 included three junior
valuation engineers, one supervising auditor, grade 1, one auditor, grade
3, one field representative, and 19 in the junior and intermediate clerical
-grade. The 29.7 positions abolished included positions in all these classes
except that of junior valuation engineer. This leads us to the conclusion
- that the only additiorial positions included in the 25 which were actually
needed were the three junior valuation engineers and that as to all other
classes the agency was actually overstaffed at the time the 1949 50 Budget
request was submitted, by 7.7 positions.
The 50.5 addltlonal positions requested by the agency for the 1950-51
Fiseal Year includes the following :
Division of Assessment Standards, for Chapter 1466,

Statutes of 1949 34
Division of Research and Statistics, research writers.______ 2
Assistant transportation tax administrator— . _____________ 1
Junior and intermediate clerical grades:

Sales Tax Divigion : 105

Alcoholic Beverage Control Division

General administration 1 13.5

Total : - 50.5

‘We believe that none of the 13.5 additional clerical positions is
needed, and that the agency has sufficient clerical staff at present to pro-
vide for all its needs, if present personnel are properly assigned. In
support of this eonclusion we point to the condition -evidenced by an
analysis of the additional positions requested and the positions abolished
in connection with last year’s Budget.

Surveys Needed

In our detailed budget analysis we have recommended that sSurveys
be made by the Personnel Board and the management analysis staff of the
Department of Finance of certain units or groups of personnel in the
Board of Equalization. We also recommend that surveys be made by both
agencies of all.- personnel and all divisions and operations of the Board of
Equalization at the earliest possible date. We recommend that the
accounting procedures staff of the Department of Finance participate in
these surveys since such matters as the handling of pro rata charges
between ‘divisions and their effect on the presentation of budget data
indicates the desirability of such surveys.

It should be noted that in the audit report of the Audits Division of
the Department of Finance dated September 27, 1949, the recommenda-
tion is made that thorough studies be made by both the management
analysis staff and the accounting procedure staff of the Department of
Finance of all divisions of the Board of Equalization.
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Department of Finance
GENERAL ACTIVITIES

ITEM 116 of the Budget Bill : . Budget page 360
Budget line No. 4

For Support of the Department of Finance—General Activities From the General
Fund

Amount requested $1,874,299
Ristimated to be expended in 1949-50 Fiscal Year____“___“__. 1,873,480
Increase $819
Summary of Increases ‘
INCREASE DUE T0 -
Total ‘Work load or New Budget Line
. increase salary adjustments services page No.
Salaries and Wages____.___ $207,074 $201,530 $5,544 360 38
Operating Expenses ___.___ 110,737 110,737 —— 360 39
Bquipment __L______- ___—100,240 -—100,240 : — 360 40
Less: . : ' . )
Increased Reimburse- ) :
ments o __: —217,252 o — 360 43
Increased Appropriation, - B o
Fair and Exposition. :
Fond . —2,500 . — o 360 18
Plus: B E . .
) Decreased Expenditures
Postwar Employment :
Reserve __ . ______ 3,000 e ——— 360 19
, Total Inmcrease.  $319 $212,027 $5,544
RECOMMENDATIONS )
Amount budgeted _. ‘ ( $1,874,299
Legislative Auditor’s Recommendation --- 1,868,644
Reduetion ____ i $5,655
Ttem of decrease ) Summary of Reductions
Division of Budgets and Accounts Amount Budget page Line No.
Salaries and wages ___...____________ $2,772 e —_—
2 Administrative trainees —___..____ $5,544 — 364 41
i Less error line extension —_________ —3,772 ——— 364 41
Purchasing
Salaries and wages ______ . _______ 2,400 —— .
1 Intermediate stenographer-clerk_.._  $2,400 — 366 37
Equipment (office—additional) ____ 483 483 366 63
Total reduetion ——___________ $5,655 -
ANALYSIS

The amount of $1,874,299 requested for 1950-51 is an increase-of
$819 over estimated expenditures from the General Fund for the current
fisecal year. The total expenditure program, however, is scheduled to
increase $217,571 or 10.5 percent over 1949-50. This increase is attributa-
ble primarily to the radio maintenance service for all agencies initiated
by the Division of Communications during the current year, being budg-
eted for the full 1950-51 Fiscal Year. These services are rendered on a
reimbursable basis to other state agencies, so do not result in an increase
in the support item for the Department of Finance.
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‘The budgets for each of the activities covered by this item will be
considered in the order they appear in the Budget.

Administrative Division

The amount of $179,5655 as shown on page 361 of the Budget is
requested for support of the Administrative Division. This represents an
inecrease of $5,779 or 3.3 percent over the amount of $173,776 estimated
for expenditure in the 1949-50 Fiscal Year.

The budgeted increase by object of expenditure is as follows:

Ttem of increase Amount Percent increase
Salaries and wages - $17,324 124
Operating expenses (decrease)____________._ -—8,210 —25.5
BEquipment (decrease) — 2,814 —78.5
Less : Increased reimbursements other agencies —I1,021 —

Net increase $5,779 3.3

The increase in salaries and wages is attributable to normal salary
increases totaling $7,177, two new positions and % clerical position trans-
ferred from local allocatlons totaling $11,742 of_fset in part by a reduc-
tion of $1,595 in temporary help. The additional positions are justified by
inerease work load. Additional work for the Reclamation Board by the
office of the Administrative Advisor will result in a partial offset through
inereased reimbursements. The magnitude of activities in the construc-
tion field indicates a definite need for additional assistance for the
Construction Advisor.

The amounts budgeted for operating expenses and equipment seem
in order.

‘We recommend approval of the divisional budget as submitted.

Accounts and Disbursements Division

_ The amount of $212,968, as shown on page 362 of the Budget, is
requested for the support of the Accounts and Disbursements Division.

_ This is a decrease of $1,735 or 0.8 percent under the amount of $214,703

estimated as expenditures in the 1949-50 Fiscal Year.
The budgeted increase by object of expenditure is as follows:

Ttem of increase Amount Percent increase
Salaries and wages —————  $7.665 35
Operating expenses (decrease)_________ P —110 —0.}
Elquipment (decrease) —9,290 —87.7

Total decrease . o —$1,785 —038

The inerease in salaries and wages is attributable to normal salary
incereases totaling $8,097, and reclassification of five positions at a cost, of
$780 with an offset of $1 212 resulting from an increase in estimated
salary savings. ’

Budgeted amounts for operating expenses and equipment seem in
]me with requirements.

‘We recommend approval of the divisional budget as submitted.
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Audits Division

.The amount requested for support of the Audits Division, as shown
on page 363 of the Budget, is $508,755, an increase of $27 337 or 5.7
percent over estimated expenditures for 1949 50.
. The budgeted increase by object of . expendlture is as follows

Tiem of increase - " Amount - Percent increase
Salaries and wages : $23,884 5.2
Operating expenses (decrease) ______________ —640 —1.3
Equipment —1,679 —34.8
Plus: Decrease in reimbursements____-_____ 5,772 —19.2

Total increase . $27,337 5.7

The division requests eight additional positions, seven of which were
added during the current year due to expanded-activities in the Depart-
ment of Social Welfare. These positions are requested for the 1950-51
Fiscal Year to permit audit of activities added as a result of the adoption
of Article XXV of the Constitution. The division has indicated that
June 30, 1951, is the earliest date these audits can be completed. The addi-
tional position of duplicating machine operator is based on work load.
The discontinuance of a special service to the Division of Fish and Game
accounts for the deletion of one senior acecountant and a corresponding
reduetion in estimated reimbursements from other agencies. The reclassi-
fication of 12 junior accountant auditors is in accordance with the estab-
lished policy of upgrading this group after an on-the-job training period
during which time trainees have qualified themselves for accountant
auditor, grade 1, positions.

‘We recommend approval of the divisional budget as submitted.

Division of Budgets and Accounts

The amount of $457, 425 as shown on page 364 of the Budget, is
requested for the support of the Division of Budgets and Accounts. This
is an increase of $12,528 or 2.8 percent over estimated expend1tures for
the current year.

The budgeted increase by obJect of expendlture is as follows

Item of increase Amount - -Percent increase
Salaries and wages B $19,938 5.0
Operating expenses (decrease) _____________ —2,759 —7.3
Equipment (decrease)' . L —4,651 =479

Total increase $12,528 2.8

‘We recommend dlsapproval of two positions as follows :
: Budget page Line No.

2 administrative trainees______._______ $5,544 . 864 41
Less: Error in line extension______ ——— . =272 364 41
Net reduction : . $2,772 '

These positions are not justified on a work load basis. These positions
with two similar positions proposed for the Personnel Board would
combine training with actual experience received on varied work assign-
ments. We question the merit of providing positions, not justified on
a work load basis, to improve quality of applicants for administrative

12—L.-9450
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positions, especially during a period when qualified and available-appli-
cants are increasing in number. It would seem more consistent with the
principles of civil service to emphasize and improve in- serv1ce-tram1n0’
for all employees. :
The following additional positions are recommended for approval:
1 associate budget analyst.
2 administrative trainees
1 associate research technician

The associate budget analyst and two administrative trainees were
authorized for the current year based on expanding work load resulting
from the adoption of Article XXV of the Constitution. Reorganization
of the activities of the division and related work assignments seem to
justify the continuation of these positions on a work load basis. The
associate research technician is required because of increasing need for
research information for use in the division and other state agencies.

‘We recommend approval of the divisional budget as submitted.

Division of Communications

The amount of $136,732 as shown on page 365 of the Budget is
requested for the support of the Division of Communications. This is
a decrease of $64,981 or 32.2 percent under the amount estimated for
expenditure in the 1949-50 Fiscal Year.

The budgeted increase by object of expenditure is as follows:

, Item of increase Amount Percent-increase
Salaries and wages. . $113,337 “1121
Operating expenses 124,420 190.1
Equipment - 81,158 —96.5
Total increase $156,599 62.5
Less increased reimbursements®____-___._____ -—221,580 452.5
Net decrease—General Fund—...____ —$64,981 - —32.2

* For services to other agencies for radio maintenance.

Radio maintenance service for all agencies is being mmated during
the current year. Provision is made in the expenditure budget for con-
tinuation of this service during the budget year. These services are
reimbursable by the agencies receiving this service which accounts for
the increase in estimated reimbursements for the 1950-51 Fiscal Year.

Provision is made in the proposed budget for continued microwave
study and research.

‘We recommend approval of the divisional budget as submitted.

Purchases Division

The amount requested for support of the Purchases Division, as
shown on page 366 of the Budget, is $370,757, an inerease of $20,165 or
5.8 percent over estimated expenditures for 1949-50.

The budgeted increase by object of expenditure is as follows:

Item of increase Amount - Percent increase
Salaries and wages $20,750 ) 6.9
Operating expenses . 686 : 15
Equipment . : —1,271 —21.8

Total increasé S $20,65 58
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A traffic management section was established in this division during
the current year as a result of legislative action in the 1949 Session.
Estimated expenditures for this function for 1949-50 are based on six
months’ operation. The continuance of this function for the 1950-51
Fiscal Year accounts for $9,270 of the increase in salaries and wages and
an increase of $450 in operating expenses. Other increases are accounted
for by normal salary inecreases, the request for two additional positions,
and the reclassification of one position. We recommend approval of the
additional .senior buyer position and the reclass1ﬁcat10n of one junior
buyer to one senior buyer.

The following position is recommended for dzsapproval along with
additional equipment related to the position:

Amount Budget page Line No.

1 Intermediate stenographer-clerk_____ $2,400 - 366 37
Equipment (office-additional) ________ 483 - 366 - 63
Total reduction —_______________ $2,883

A survey by this office of the organization and procedures of the
Purchases Division indicates that the senior buyer requests are in order.
However, the review by this office as well as one by the Division of
-Administration in the Department of Finance indicates that procedural
improvements, and the full utilization of a clerical pool should more than
offset any increases in clerical work resulting from the additional buyer
position.

‘We recommend approval of the divisional budget with deletions
noted above.

Bureau of I.|qmdahon

The amount of $25,719, as shown on page 367 of the Budget, is
requested for the support of the Bureau of Liquidation. This is an
inerease of $120 or 0.5 percent over 1949-50.

The entire increase is attributable to normal salary ad,]ustments
We recommend approval as submatied.

Public Works and Acquisition Division

The amount of $32,388, as shown on page 368 of the Budget is
requested for support of the Public Works and Aequisition Division.
This is an increase of $1,106 or 3.5 percent over estimated expenditures
for 1949-50.

The budgeted increase by object of expenditure is as follows:

) Item of increase Amount " Percent increase
Salaries and wages $3,523 AT
Operating. expenses —2,540 —22.8
Equipment 128 . 50.0
Total increase ‘ $1,106 3.5

One additional clerical position is requested on a work load basis.

We recommend approval of the divisional budget as submitied.
GENERAL SUMMARY ) '

The Department of Finance was created by the Legislature in 1921

(Chapter 603, Statutes of 1921) This department has general super-
vision over all matters concerning the financial and business policies of
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the State, and performs centrally a number of services for all state
agencies. The department is directly responsible to the Governor and
responsible for facilitating the execution of his administrative policies:

As

presently constituted the Department of Finanee functions

through the following divisions and operatmg units:

P@NH

Administration Division -
Aceounts and Dlsbursements DlVlSlO]l

- Audits Division
“Division of Budgets and Accounts

a. Administration

b. Budget Analysis Section

¢. Finanecial Research Section
d. Management Analysis Section

. Division of Communications
a. Administration and Engineering

b. Radio Maintenance
Purchases Division

a. Central Purchasing Section
b. Traffic Management Section

. Public Works and Acqu1s1t10n D1v1s1on
. Bureau of Liquidation

. Accounting Services Section”

. Liocal Allocations Division

. Buildings and Grounds Division

. Division of State Lands

. Division of Fairs and Expositions

. State Agricultural Society

. Sixth Distriet Agrlcultural Soclety

: Napa State Farm

The Director of Finanece is charged by law Wlth respons1b111ty for
the investment of certain funds and for approving transactions in securi-
ties by designated state agencies. The procurement of insurance and
public ofﬁcial bonds for the State’s protection comes under the jurisdic-
tion of the Director of Flnanee Other respons1b1ht1es of the department

inelude :-

Bl e

-3

o o

Superv1s1on of 1eases and contracts of the State

Supervision of construction activities.

Regular auditing-of books and records of state ageneles
Preparation of the Governor’s Budget.

Review and approval of workmg budgets for all state agencies.

:»Development and supervision .of accounting systems for state

agencies.

Conduct of management surveys and recommended improve-
ments in structure and procedures in state agencies.

Providing engineering‘service in .the field of communications
directed toward improvement and coordination of radio and
other communication facilities operated by the State, c1tles and ;
counties.

.. Providing eentrahzed radio- mamtenance for all state agen(nes
. Providing centralized purchasmo ‘for. all state agencies. ., .
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In addition to responsibilities listed above, the Director of Finance
‘sérves as chairman or member of numerous boards and commissions
which further broadens the scope of responsibility vested in the director
-and-the Department of Finance.

‘We recommend that study be given to relieving the Director of
Finance of service functions not functionally related to the process of
budget administration and control. There has been a persistent tendency
over a period of years to transfer to the Department of Finance manage-
ment service functions whenever any of such functions needed an
improvement in management. This indirect solution to a management
problem has resulted in many instances.of poor government organization
and should be remedied. - .

Depariment of Finance
AUDITS DIVISION

ITEM 117 of the Budget Bil o Budget page 360
' Budget line No. 18

For Supporf of the Audits Division, Departmenf of Fmance, from the Falr and
* Exposifion Fund :

Amount requested S $50,000

Estimated to be expended in 1949-50 Fiscal Year___ _________ 47,500

Igerease (5.'3 percent) $2,500
RECOMMENDATIONS : o o

_Amount budgeted $50,000

Legislative Auditor’s Recomme‘ndation : : ‘ 50,000

Reduction . , S— .. None
ANALYSIS '

- - The amount of $50,000 is requested from the Fair .and Exposition
Fund for support of the Aundits Division. This is an increase of $2,500
over the amount requested for 1949-50. The increase is based on the
-estimated amount necessary for the Audits Division to provide adequato
audits of fair activities during the budget year. This entire appropria-
tion is supplemental to the amount of $458,7565, incorporated as a part
of the amount provided by Item 116.
‘We recommend approval.

Department of Finance
AUTOMOTIVE LIABILITY INSURANCE

ITEM 118 of the Budget Bill Budget page 368
Budget line No. 47

For Payment of Premiums on Automobile Liability Insurance, Department of
Finance, From the General Fund

‘Amount requested . $115,000
Bstimated to be expended in 1949-50 Fiscal Year___________._ 105,000

Increase (9.5 percent) ‘ $10,000
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RECOMMENDATIONS

Amount budgeted o : . $115,000

Legislative Auditor’s Rgéommendation » . 115,000

" Reduction ' " Norne
ANALYSIS

The amotnt requested is the amount estimated necessary for pay-
ment of liability claims and expenses incident to investigation, adjust-
ment, and defense thereof, or for premiums for automobile liability
insurance.

The increased amount is directly related to an estlmated inerease in
the number of cars to be covered.

‘We recommend approval.

Department of Finance
PUBLIC LIABILITY INSURANCE

ITEM 119 of the Budget Bill Budget page 368
o Budget line No. 62

For Payment of Premiums on Public Liability Insurance, Department of Finance,
From the General Fund

Amount requested _ $2,500
Estimated to be expended in 1949-50 Fiscal Year___._________ 2,500
Increase __ None
RECOMMENDATIONS ‘
Amount budgeted - $2,500
Legislative Auditor’'s Recommendation__.._____________________ 2,500
Reduction - : : None

ANALYSIS

The amount requested covers premiums on comprehensive liability
insuranece toinsure the liability of the State and its officers and employees
for damage or injury to persons or property resulting from the danger-
ous or defective condition of state-owned or controlled property under
the jurisdiction of the Department of Finance.

‘We recommend approval.
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Department of Finance
OFFICIAL ADVERTISING

I'TEM 120.0f the Budget Bill Budget page 369
Budget line No. 5

For Official Advertising, Departr;renf of Finance, From the General Fund

Amount requested $7,500

Estimated to be expended in 1949-50 Fiscal Year____._-______ 7,500

Increase _.. . None
RECOMMENDATIONS .

Amount budgeted $7,500

Legislative Auditor’s Recommendation 7,500

; Reduction None

ANALYSIS

The amount requested is to cover ofﬁmal advertlsmg as required by
law. We recommend approval.

Depariment of Finance
PREMIUM ON OFFICIAL BONDS

ITEM 121 of the Budget Bill ' Budget page 369
. Budget line No. 23

For Premiums on Official Bonds, Department of Finance, From the General Fund

Amount requested $5,000

Estimated to be expended in 1949-50 Fiscal Year____________ 5,000

Increase » None
RECOMMENDATIONS )

Amount budgeted : - $5,000

Legislative Auditor’s Recommendation . 5,000

Reduction ‘ o ' ' None
ANALYSIS

The amount requested is for premlums on official bonds requu'ed by
officials and employees.
* We recommend approval.
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Department of Finance
DISTRIBUTION OF STATE DOCUMENTS TO LIBRARIES .

ITEM 122 of the Budget Bill Budget page 369
Budget line No. 49

For Distribution of State Documentis to lerarles, Department of Finance, From
the General Fund

Amount requested . o $25,000

Estimated to be expended in 1949-50 Fiscal Year .. .. _______ 25,000

Increase = ' None
RECOMMENDATIONS

Amount budgeted _. . $25,000

Legislative Auditor’s Recommendation _ 25,000

Reduction None
ANALYSIS '

The amount requested is to provide for the distribution of state doc-
uments to libraries as required by law
‘We recommend approval ~

Depurimént of Finance
BUILDINGS AND GROUNDS DIVISION

ITEM 123 of the Budget Bill . Budget page 871
Budget line No. 4

For Support of the Department of Finance—Buildings and Grounds Division
From the General Fund . :
Amount requested ) $1,835,897

Estimated to be expended in 1949-50 Fiscal Year______-_____._ 1,649,281
Increase (11.3 percent) - : - _ $186,616

Summary of Increases
INCREASE DUE TO

Total Work load or New Biidget - Line
increase salary adjustments services page. No.
Salaries and Wages_ - $217,942 $208,918 - . $9,024 - 3871 27
Operating Expenses __.__ 182,777 181,177 1,600 371 28
Equipment _______________ 7,683 4,783 2,900 371 29
Total $408,402 $394,878 $13,524
Service Revolving Fund :
Less: Increased collec-
tions appropriated for
support .o _____.__ ——221,786 . 371 13
Total Increase __....__. $186,616
RECOMMENDATIONS
Amount budgeted $1,835,897
Legislative Auditor’s Recommendation 1,802,097

Reduction i i $33,800
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ANALYSIS
A summary of recommended reduetlons is as follows

Ttems of decrease

Sacramento buildings Amount Budyet page Line No.

Operating expense ____ — $23,000 374 18
Heating ___________ $3,000 — 373 62
Air conditioning ___. 1,000 — 373 64
Power _______ ——— 8,000 —— 373 68
Lighting ____.______ 10,000 . 373 69
Water . ________ 1,000 . 373 76
Los Angeles buildings ’ ’

Salarles and wages —___ $10,800 376. 10
5 janitor-janitress __ 10, 800 S 376 6

Total reduetion ____________ $33,800%*

tion * Subject to deductions of that part properly cha,rgeable to Revolvmg Fund oper-
ation.

ANALYSIS

The amount requested is $1,835,897 from the General Fund for
support of the Buildings and Grounds Division. In addition to the
amount appropriated from the General Fund, $1,343,534 is budgeted
for appropriation from the Service Revolving Fund, comprising .collec-
tions from other agencies. This makes o total expenditure program of
$3,179,431, an increase of $408 402 or 14.7 percent over esmmated expend-
1tures for 1949 50.

Salaries and wages are scheduled to increase $217,942 or 12.0 percent
over estimated expenditures for 1949-50. A total of 86 new positions are
requested and 10 authorized positions deleted, making a net gain of 76
positions. Operating expenses show an increase of $182,777 or 19.7 per-

cent, and equipment an increase of $7,683 or 41.0 percent over comparable .

expendltures for the 1949-50 F'iscal Year.

Automotive Inspection Service

It is proposed to expand the automotive inspection service in ) the
1950-51 Fiscal Year to include the inspection of automotive equipment
for the Department of California Highway Patrol. Two additional posi-
tions of inspector and two additional automobiles are requested to
perform’ this function. The cost of this service will be charged to the

atrol.
P We recommend approval of this expanded service on an expemmental
basis with the provision that no funds be expended for this service uniil
am orderly operating procedure is developed. Work should be scheduled
so that aminimum of time is used in travel. A detailed record of work and
accomplishments should be maintained in order that the program may be
evaluated after a reasonable test period. o

Sacramento Buildings

A total of 71 new pos1t1ons are requested for operatlon and main-
tenance of state buildings in Sacramento. Of this total, 66 are attributable
to requirements of the State Capitol annex and are effective December 1,
1950, the estimated date of oceupancy. The other five positions are related
to work inereases in other bulldlngs
. The increase of $119,565 in operatmg expenses is attr1butab1e pri-
marlly to the Capitol annex and an increase in the cost of telephone



— 234 —

exchange service of $64,237. Operating expenses related to the Capitol -
annex should be reduced to seven-months estimates ; therefore, we recom-
mend @ total reduction of $23,000 in the amount budgeted for operating
expenses. '

San Francisco Buildings _

An increase of $64,466 or 17.7 percent is scheduled for the main-
tenance and operation of San Francisco buildings. This increase is attrib-
utable to full year operation of the Division of Highways Building. Esti-
mated expenditures for the current year are based on four-months
operation. All increases seem in order.

Los Angeles Buildings

The 12 additional positions requested for Los Angeles buildings will
provide for full operation and maintenance of the Fashion League Build-
ing on July 1, 1950. We recommend that the number of positions for

.Janitor-Janitress be reduced to six positions, & reduction of five positions
at ¢ saving of $10,800.

The leases on seven floors, presently occupied by dress manufac-
turers, expire on June 30, 1950. Ttis planned to utilize all space for state
agencies as soon as alterations are completed. Information available indi-
cates considerable repair and alteration will be necessary, the amount
depending on space assignments made and decision as to the extent of
rehabilitation that will be performed before occupancy. It is the opinion
of this office that the remaining six positions of Janitor-Janitress and

- one Window Cleaner will be adequate for maintenance for the period
the building will be occupied. '

GENERAL SUMMARY

The Buildings and Grounds Division in the Department of Finance was
established by the Legislature in 1921. This Division as presently con-
stituted performs the following functions :

1. Administration of leases on privately owned buildings.

2. Maintenance and operation of state-owned and rented ofﬁee build-
ings.

3. Care and upkeep of Capltol Park and other grounds.

4, Operatlon of state telephone exchanges in Sacramento, San. Fran-
ciseo and Los Angeles. .

. Supervision of California State Police.

. Automotive inspection service.

.. Typewriter repair service.

. Garage and maintenance service.

0 =3 & O

The division is presently concerned with the administration of 715
leases involving buildings in 155 different cities. These leases cover a
total floor space of 2,644,537 square feet at an annual rental of $4,276,-
697.88.

The Buildings and Grounds Division is responsible for the main-
tenance and operation of 44 buildings totaling 2,247,897 square feet. Of
this total, 23 with a total area of 1,892,881 square feet are state-owned
and 21 buildings totaling 355,016 square feet are leased. The division
maintains and operates 37 buildings in Sacramento, four buildings in San
Franecisco and three buildings in Los Angeles.
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The state garages and parking areas are operated under the Purchas-
ing Revolving Fund In Sacramento two garages-and two parking areas
pr0v1de space for 285 cars under attendant supervision ; additional lots
which are not supervised provide space for 95 cars. In Los Angeles'the
garage in the State Building provides superv1sed parking for 250 cars.
The parking area back of the State Building in San Francisco is fenced
and is locked each night. No attendant is provided, as the State Police is
responsible for opening the gates in the morning and closing them at
night.

The inspection of automotive equlpment service is resp0n51ble for
checking state-owned cars for mechanical conditions. One inspector is
presently stationed in Los Angeles and one in Sacraménto. The ingpector
in Sacramento has supervisory responsibility and is further concerned
with the acquisition and disposal of state cars and recommends. action on -
requested repairs costing over $100. The preventive maintenance program
initiated in Sacramento this year on an experimental basis proposes a
10,000-mile checkup with tuneup and minor repair.

A typewriter repair shop is operated in Sacramento. Tlns shop
serviees an estimated 4,500 typewriters.

. The authorized. complement of the California State Pohce is as
follows:

1 Chief of State Police

1 State Police Captain

7 State Sergeants, and

63 State Policemen.

Agsignments by units show a complement of 48 officers and men for the
Sacramento unit, eight for San Francisco and 16 for Lios Angeles.” The
San Francisco and Los Angeles units-are headed by a State Pohce Ser-
geant

Department of Finance
BUILDINGS AND GROUNDS DIVISION

ITEM 124 of the Budget Bill Budget page377
Budget line No. 8

For Alterations, Repairs, and Equipment—Siate Buildings and Rented Oﬁ’ ices,
Depariment of Finance, From the General Fund

Amount requested $150,000

Estimated to be expended in 1949 50 Fiscal Year____________ 212,900+

Decrease (29.5 percent) ' : $62.900 )
RECOMMENDATIONS _ : o -

-Amount budgeted, $150,000

Legislative Auditor’s Recommendation_. 150,000

Reduction - : . T None
ANALYSIS

This is a recurring item-and the amount requested seems in line Wlth
requirements. We recommend approval of the amount requested.
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Department of Finance
BUILDINGS AND GROUNDS DIVISION

ITEM 125 of the Budget Bill - Budget Page 377
i Budget line No 43

For Mamfenance of the State Burying Ground in San Mafeo, Known as the
Union Cemetery, Department of Finance, From the General Fund

"Amount requested $1,500
BEstimated to be expended in 1949-50 Fiscal Year _______ N, 1,500: :
. Increase - Nene .

RECOMMENDATIONS S o ;

Amount budgeted ._- . : $1,500

Legisla'l:fve Auditor’s Recommendation B - ) 1,500

Reduction _- . Noue
ANALYSIS ’ ' o

The amount requested will provide contract services for the mamte-
nance of Union Cemetery in San Mateo County.
We recommend approval of the request as submitied.

Department of Finance
EXPENSES OF MOVING AGENCIES

ITEM 126 of the Budget Bill "~ Budget page 377
Budget line No. 56

For Alterations, Rent of Space and Expenses of Moving Agencies From the
. State Capitol During Construction of the Annex, Department of Finance,
From the General Fund

Amount requested $200,000

Hstimated to be expended in 1949-50 Fiscal Year ____________ 265,000

Decrease (24.5 percent) R - v 365,000
RECOMMENDATIONS _ : o

Amount budgeted $200,000

" Législative Auditor’'s Recommendation P - 200,000

Reduction L " : : : . . None

ANALYSIS:

The amount requested is to provide for continued.rental of space
during construction of the Capitol Annex and moving costs of agenmes
returnmg to the Capitol after completion of the Annex. -

‘We recommend approval of this item as submitted, but call attention
to-the fact that the amount budgeted for rentals is identical to the amount
estimated for expenditure under this category during the current year.
This item would seem to include a liberal estimate for rent but is recom-
mended for approval because of unknown factors. If, however, the Annex
is:.completed as scheduled on December 1, 1950, and agencies are returned
to space in the Capitel by January 1; 1951, substantial savings in this
item should be effected.
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Department of Finance e
BUILDINGS AND GROUNDS DIVISION:

ITEM 127 of the Budget Bill . e : Budget page 377
i Budget line No. 75

For Relocation of Automatic Telephone Equipment, State Capitol, Departmenf
of Finance, From the General Fund

Amount requested i . | $72,800
* Estimated to be expended in 1949-50 Fiscal Year. _-________ None

Increase : _ $72,800
RECOMMENDATIONS ) ’ .

Amount budgeted : . $72,800

Legislative Auditor’s Recommendation - y 72,800

Reduction . " None
ANALYSIS '

The amount requested is based on estimates submitted by the Pacific
Telephone and Telegraph Company. It will provide for movement of
present equipment to the State Capitol Annex,

We recommend approval of the request as submitted.

Depariment of Finance
LOCAL ALLOCATIONS DIVISION °

" ITEM 128 of the Budget Bill Budget page 379
Budget line No. 4"

For Support of the Department of Finance, Local Allocahons Division, From
the General Fund

Amount requested $111,873
Estimated to be expended in 1949-50 Fiscal Year ... __ 166,074
Decrease (32.6 percent) i 354,201
Summary of Increases
INCREASE DUE TO .
Total Work load or New Budget  Line
) increase salary adjustments services page No.
Salaries and Wages_—______ $2,611 —$51,665 $54,276 379 50
Operating Expenses —______ —924 —12,924 . 12,000 379 51
BEquipment —______________ —1,772 —2,272 ) 500 379 52
Total o __ —$85 —$66,861 $66,776
Add:
Decreased Collections
Appropriated for
Support _._________ $22,950 - 379 38
Less: . .
Increased Appropriations
Other Funds:
Postwar Unemployment
and Construction .
¥und -—10,290 ) . 379 34
Public School Building : :
Loan Fund __.______ —66,776 379 36

Total Decrease —_—§54,201
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RECOMMENDATIONS :
© Amount budgeted i $111,873

Legislative Auditor’s Recommendation 111,873
‘Reduction ‘ None
ANALYSIS

A total amount of $324,817 is requested from all funds for the opera-
tion of the Local Allocations Division during the Fiscal Year 1950-51.
The amounts requested by funds are as follows:

Item 128 General Fund ____________ $111,873

Item 129 Postwar Unemployment and Construction Fund._____ 146,168

Item 130 Public School Building Loan Fund . . 66,776
Total support requested e $324,817

The Liocal Allocations Division is responsible for the administration
of certain appropriations to local agencies. The amount requested will
provide for the administration of the followmg activities during the
1950-51 Fiscal Year:

Aid to local agencies for postwar plans and sites, Chapter 47, Statutes
of 1944 (Fourth Extra Session).

Aid to local agencies for postwar construection, Chapter 20, Statutes
of 1946 (First Extra Session).

Aid to local agencies for emergency veterans’ housing, Chapter 29,
Statutes of 1946 (First Extra Session); Chapter 1, Statutes of 1946
(Second Extra Session) ; Chapter 391, Statutes of 1947 ; Chapter 1574,
Statutes of 1947,

Acquisition of housing facilities at colleges Chapter 46, Statutes of
1946 (First Extra Session). -

School building aid, Chapter 157 5, Statutes of 1947; Chapter 922,
Statutes of 1949.

Aid for educational facilities for.eerebral palsiéd children, Chapter
1167, Statutes of 1949.

No provision is made for activities connected with the acquisition
and sale of surplus housing to veterans and farmers. Limited activities
- under this program which have been carried on during the current year
are being terminated.

~ Salaries and wages are scheduled to increase $2,611 or 1.0 percent
over the amount estimated for expenditure in 1949-50. Four new posi-
‘tions are requested and two ex1st1ng positions have been deleted making
a net increase of two positions. It is estimated that the augmented school
" building aid program will require 15 positions, 12 of which are existing
positions which are available because of curtailment in other programs.
The three new positions requested for this program are as follows:

1 Senior account clerk

1 Intermediate account elerk

1 Intermediate typist-clerk

The new positlon of aceountant auditor, grade 1, is to augment the
field audit staff in the veterans’ temporary housmg program. We recom-
mend approval of these positions as requested.

- The amount requested for operating expenses and equlpment seem
in line with requirements.

We recommend approval of the request as submstted.
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GENERAL SUMMARY

The State Allocation Board was created by Chapter 103, Statutes of
1946 (First Extra Session). The board as presently constltuted 18 com-
posed of the Director of Finance, Director of Public Works and the
Superintendent  of Public Instruction. Two members of the Senate
appointed by the Senate Committee on Rules and two members of the
Agssembly appointed by the Speaker serve in an advisory capacity to the
board, unless otherwise provided for by law.

There is established within the Department of Finance a Lioeal Allo-
cations Division. Administrative responsibilities of the Director of
Finance and the Department of Finance in connection with programs of
local assistance are assigned to the Local Allocations Division. This divi-
sion is responsible for the examination of applications and requests for
payment made by local agencies and other preliminary investigation
that might be required to determine that all terms of the enabling legisla-
tion have been met.

Department_of Finance
LOCAL ALLOCATIONS DIVISION

ITEM 129 of the Budget Bill ‘ Budget page 379
Budget line No. 22

For Support of the Local Allocations Division, Depariment of Fmance, From the
Postwar Unemployment and Construction Fund

Amount requested $146,168 -

Estimated to be expended in 1949-50 Fiscal Year____________ 135,878

Increase (7.6 percent) : i $10,290
RECOMMENDATIONS

Amount budgeted - ) '$146,168

_ Legislative Auditor’s Recommendatipn — - 146,168

Reduction : None

ANALYSIS

This appropriation is for the support of the Department of Finance,
Local Allocations Division, and is supplemental to amounts provided for
support by Item 128 and Item 130 of the Budget Bill. The amount
requested represents that part of the total amount budgeted for the
Local Allocations Division that is estimated to be required to administer
the Construction and Employment Act and. the Postwar Planning and
Acquisition Aid Aect. The statutory limitation on both of these acts fall
in 1951, and it is expected that there will be an increased effort on the
part of local agencies to submit applications for allocations under the
acts prior to the limitation dates.

We recommend approval.
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Department of Finance
LOCAL AI.I.OCATIONS DIVISION

ITEM 130 of ‘the Budget Bill : : Budget page 379
. Budget line No. 36

For Support of the Local Allocations Division, Department of Finance, From the
Public School Building Loan Fund
Amount requested $66,776
Estimated to be expended in 1949-50 Flscal Year________-_ ____ o

Increase (new item) . $66,776
RECOMMENDATIONS ' 7

Amount requested $66,776

Legislative Auditor’s Recommendation 66,776

Reduction None
‘ANALYSIS

This appropriation is for the support of the Department of Finanee,
Local Allocations Division, from the Public School Building Loan Fund,
and is supplemental to amounts provided for support by Item 128 and
Item 129 of the Budget Bill. The amount requested represents the esti-
mated expenses of the division in connection with the admmlstratlon of
the augmented school building aid program.

We recommend approval.

Department of Finance
DIVISION OF FAIRS AND EXPOSITIONS

ITEM 131 of the Budget Bill Budget page 382
. : " Budget line No. 34

For Support of Division of Fairs and Exposmons, From the Fair and Exposmon

Fund
Amount requested $82,964 -
" HEstimated to be expended .in 1949-50 Fiscal Year . __ 83,166
Decrease ' ’ $202
Summary of Increases -
INCREASE DUE TO
) . - Motal ~ Work load or New* Budget  Line
) increase salary adjustments services page  No.
Salaries and Wages____.___ $3,011 $3,011 I 382 49
Operating Expenses _____ - 1,572 1,572 —— 382 50
Equipment . __________ —},785 —4,785 I 382 51
Total Decrease _______ —$202 —$202
RECOMMENDATIONS :
: Amount budgeted $82,964
Legislative Auditor’s Recommendation ] 82,964

Reduction : None
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ANALYSIS

. The _present budget contemplates the same level of operatlon as 1n
the 1949-50 Fiscal Year.

A review of the various audit reports on the operatlons of dlstrlct
county, and <ity fairs still shows many audit exceptions in connection
with deficiencies in management, practices and records. While in some
cases improvements have been noted, there is still ample room for further
progress. Much of the respons1b111ty for securing this improvement rests
with the activities of this division. Fulfilling this respons1b111ty means
that the State will obtain a greater return on its investment in these
activities with resulting better fairs. '

: ‘We recommend approval of the budget as submitted in the amount
of $82,964.

Depariment of qunce
DIVISION OF FAIRS AND EXPOSITIONS—STATE AGRICULTURAI. SOCIETY

ITEM 132 of the Budget Bill ) ; E Budget page 384
: Budget line No. 75

For Supporf of the State Agricultural Society From the Sfaz‘e Agnculfural Society

Contingent Fund i
Amount requested ’ $1,659,497
Estimated to be expended in the 1949-50 Fiscal Year_________ 1,726,952
Decrease (8.9 percent)- . X 567,455
Summary of Increases
INCREASE DUE TO .
Total Work load or New Budget Line
o increase salary adjustments . services page No.
Salaries and Wages______ —$85 477 —8$85,477 — 385 7
Operating Expenses _____ 3,085 —44,579 $47,664 . 385 8
Equipment _-___________ —8,671 —25,196 T 16,5625 385 9
Plus:
Decrease in Reim-
bursements :
Operations division
chargeable to capi- : '
tal outlay —______ 23,608 23,608 R - 385 13
Total - ' - )
Decrease —$67,455 —3131,644 $64,189
RECOMMENDATIONS - ’
Amount budgeted i I $1,659,497
Leglslatlve Auditor’s Recommendatlon . e 1,568,826
Reductlon i $90,671
ANALYSIS I
Recommended Reduction by Item :
o ) ‘ Amount Budget page Line No.
Operating expenses - : $82,000 385 8 -

Equipment ; 8,671 . 385 . 9

Total - ' $90,671
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Comparison of Expenditures and Revenues

’ 1947-48 . 1948-49 1949-50 1950-51
Expenditures oo ____ $1,184,483 $1,507,315 $1,743,952 $1,674,497
Revenues _____________ ... 927,623 944,681 972,000 971,300

Deficit oo $206,860 $562,634 $771,952 $703,197

The above table indicates that for 1950-51, the operating deficit will
be $68,755 less than that estimated for 1949-50. This is a commendable
reversal of the trend as it has progressed since 1947. The improvement,
however, results wholly from a curtailment of expenditures since it is
noted that total revenues are anticipated to decline $1,000. We believe
that added emphasis should be placed also upon improving revenues to
effect a better balanced operation.

This recommendation leads to a reiteration of our statements con-
tained in previous analyses in connection with the issuance of passes. In
the past, the issuance of passes has occasioned revenue losses estimated
at between $35,000 to $50 000. This is enough to cover the cost of paid
advertising as requested in the present Budget.

The following table presents the potentlal loss of revenue fostered by
a continuation of the ‘‘pass’’ system.

Comparison of Revenue Values of Passes Issued and Honored

; 1947-48 1948-49 1949-50
Number issued 269,169 437,380 447,828
Value $134,584 - $218,940 $199,815
Numbered honored . 131,230 126,185 131,899
Value $65,615 $63,092 $57,188

In 1948 the number of passes honored equaled 16.5 percent of total
admissions.

In 1949 the number of passes honored equaled 15 percent of total
admissions.

‘We recommend that the issuance of passes be eliminated in the opera-
tion of the California State Fair.

Salaries and Wages

The number of positions now authorized has been reduced from 81
in 1949-50 to 75 in 1950-51, a reduction of six positions. Salaries and
wages for presently authorized positions, however, are scheduled to
decline from $747,653 to $646,006, a decline of $101 647. This has been
accomplished largely through a reduetlon of $74,000 in temporary help
and a further reduction of $5,000 in overtime as reflected on lines 53 and
55 respectively on Budget page 386 under the operations funection, plus
the elimination of indicated positions.

Payments for overtime are scheduled at $75,300 for 1950-51 as
against similar payments totaling $82,061 in 1949-50. Here again we find
commendable improvement in the amount of $6,761. However, payments
for overtime still constitute 11.4 percent of the total cost of salaries and
wages. If we relate the overtime to salaries and wages to be expended for
temporary help alone we find that overtime paymenis constitute 22.5
percent of the total amount so budgeted. This is a high prémium to pay
for a short time operation and it merits every consideration on the part

of management to attempt to control and reduce this type of expendlture
to the lowest level possible.
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One proposed new position of intermediate stenographer-clerk is
requested at a salary cost of $1,890, as shown on Budget page 385, line 74.
This position is budgeted for only nine months of the year and in effect
is an offset to expenditures for temporary help. .

‘We recommend approval of the request.

Under the category of proposed new positions there is requested the
sum of $6,700 for temporary help for commercial space and the further
sum of $7,580 for temporary help for concessions. These items are
reflected on Budget page 887, lines 57 and 58, respectively. These merely

constitute a conversion of existing authorized positions to a. temporary
help basis and involve the same dollar expenditure. We reeommend
approval of the request.

Operating Expenses
Operating expenses are scheduled at $957,145 for 1950-51. This is
an increase of $3,085 or 0.3 percent over the amount of $954, 060 esti-
mated to be expended in the 1949-50 Fiscal Year.
The increase by funection for operating expenses is indicated Delow :
Increase in operating expense

Amount Percent

Administration —$1,769 —3.7
Exhibits and horseshow___..______________ 12,714 4.8
Operations - -— —12,007 —4.9
Promotions . _______.__________.________ —80 —0.1
Concessions and commercial space__—_.____ 5,018 56.7
Attractions and special events_____..____"___ 19,130 15.2
Racing —19,921 —10.7
$3,085 0.3

‘While the total increase in operating expenses is only $3,085, there
are many individual items of operating expense that are scheduled to
increase, some in substantial amounts. The following table reflects these
1tems by funection and the amount of the increase.

Amount budgeted Increase over

Administration : 1950-51 1949-50
Telephone and telegraph ______________ $9,750 $250

Exhibits and horse show:

Premiums, general 164,500 1,724
- Premiums, horse show___________.___.__ 35,000 1,275
Trophies, medals and ribbons__._.__-___-_ 12,000 ‘ 1,025
Judges 22,900 5,654
Fashion show 14,135 3,645

Promotions:

Public relations and promotions______.___ 12,500 4,220

Concessions and commercial space :

Traveling _ 1,500 458
Booth award trophies _______.____._____ 1,020 720
Food Advisory Board expense__._______ 1,000 100
Tent rental - - 5,000 3,600

Attractions and specml events: .

. Special days _ __ 3,600 2,365
Contests . 21,000 18,966
Bands and music - 13,000 1,234
Fire works 17,500 1,500

Racing : ]

Printing 2,000 1,128

$371,405 $47,664
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- It shoyld be pointed out that although the $47,664 represents-a 14.7
percent -increase -over the amounts expended for these same items in
1949-50, and further, the bulk of these expenditures are of such a nature
as to normally be expeeted to improve attendance and accordmgly affect
revenue, nevertheless no commensurate increase in revenues is antici-
pated. Instead, a decline of $700 in revenues has been budgeted.

We thea*efore recommend that the operating expense items scheduled
in the above table be held to the same general level of expenditure as
experienced in 1949-50 and operation expenses be reduced accordingly in
the amount of $47,000. ,

- We further recommend the ellmmatlon of $35,000 for paid adver-
tising. We believe that a program of advertising support should and can
be developed on an industry-wide basis as industry-wide exhibits should
. "be developed. Such an advertsiing program should be tied in directly

‘with the industries and members thereof exhibiting at the fair. They
‘are collectively far greater users of advertising media than the State Fair
can ever hope to be. As such they are in a position to develop advertising
‘media which they can use to their own advantage, not directly-for the
benefit of their individual produets but for the benefit of the State Fair
where they exhibit. .

We believe that such a program can be made far more effective than
the direct expenditure of several times the sum requested for paid adver-
tising in this budget. \

If properly executed such a, program cannot help but enbance the
ultimate quality of the exhibits generally, and at the same time afford a
wider, more effective publicity coverage. Both of these items in turn mean
better attendance records and improved revenues,

Equipment

Proposed expenditures for equipment total $40,176, a reduction of -

$8,671 or 17.7 percent under the amount of $48,847 estlmated for 1949-50.

Out of total equipment expenditures the sum of $23,651 is budgeted
for replaeemen’c 1tems -and the further sum of $16,525 is for add1t10nal
items. -

Included in the request for replacement items is the sum of $4,500
for two one-half ton trucks at $2,250 each. These trucks each travel an
average -of only 600 miles per month. Normal depreciation on this type
of equipment will be at least $600 the first year. Based on average mileage
traveled this will result in o depreciation cost alone of over elght cents
per mile.

" Based on the limited use accorded these vehicles, we recommend that
the sum of $2,250 for each truck be reduced to $800 and that the State
Agricultural Society arrange to secure a vehicle from either the Division
of Forestry or the Division of Highways, which, when put in good operat-
ing condition, will cost.not in excess of $800. Such vehicles should be good
for three to four years’ use under operating conditions at the State Fair.
This will reduce replacement equipment for operations from $6,287 on
Budget page 386, line 80, to $3,387, a reduection of $2,900.

A resume of the individual items in the equipment schedule for this
facility indicates that the total funds required for additional items of
equipment necessary to equip all proposed new positions, plus some items



necessary due to normal expansmn at the eXisting level of service, amounts
to $10,754.

© The difference between this sum of $10,754 and the amount of
$16,525 Tequested for all additional items of equipment is $5;,771. This
latter amount is the dollar measure of the amount of improvement in
service, from an equipment standpoint eontemplated by the proposed
budget _

A curtailment in the acquisition of add1t10na1 equlpment in- this
category provides a sound method for budgetary reduction that entails
a minimum of disruption to existing orgamzatlon and proeedure and will
permit the continuation of the existing level of service:

' - We recommend, therefore, a reductlon of $5,771 in addltlonal equip-
ment. This reductlon is to be apphcable to equipment expenditures pro-
posed for additional items not related to proposed new positions or
increases in work load due to normal expansion. at the ex1st1ng level of
service.

STATE AGRICULTURAL SOCIETY CONTINGEN'I' FUND . ‘-': .
ITEM 133 of the Budget Bill

For Augmentation of the State Agncultural Society Contingent Fund Payable
‘From the Fair and Exposmon Fund

Amount requested . $400 000
Estlmated to be expended in the 1949 50 Flscal Year_ - _____ 500 000
. Decrease (20 percent) - ____ / _ T 5100000
RECOMMENDATIONS ) - - . e
: A_xixount budgeted ~___. . b $400,000
"“Legislative Auditor’s Recommendation : : '_ UL ,4_10,0‘,000
Reduction v — None
ANALYSIS B o '

. This amount is required to angment the State Agricultural.Society
Contingent Fund whlch is. the source of support for the operatlon of the
State Fair.

‘We recommend approval of the amount requested

... Department of Finance—Division of Fairs and 'Exposiiious:
SIXTH DISTRICT AGRICULTURAL ASSOCIATION. &

ITEM 134 of the Budget Bill Budgetpage 389
WL . Budget line No 64

 For Support of the Sixth District Agricultural Assoctahon From the Sixth- Dlsirlcf
. Agricultural Association Fund

"Amount requested _ : $80,238
Estimated to be expended in 1949-50 Fiscal Year _____._.___ 81,703

Decrease (18 percent) s S B - $1’j,6'5
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Summary of Increases
INCREASE DUE TO .
Total Work load or New . Budget Line

- increase salary adjustments services page No.

Salaries and Wages____....__ $1,642 = - $1,642 e 390 8

Operating Expenses ——..._._ 210 210 P 390 9

Bquipment —3,317 —3,817 — 390 10
: Total Decrease ———_ —$1,465 —§1,465 -

RECOMMENDATIONS v : ) ' _

*  Amount budgeted ‘ $80,238
Legisiative Auditor’s Recommendation..__ : » 80,238
Reductién- : None

ANA LYS I S

The requested support budget for 1950-51 eontemplates approxi-
mately the same level of expenditures as estimated for 1949-50. :

Under proposed new positions the sum of $2,400 is requested on
Budget page 390, line 32, to provide for additional temporary help inci-
dental to keeplno the exhlblts open seven days per week. We recommend
approval of this nominal increase.

The entire budget- for this facility is purely a policy item which the
Legislature may contract or expand as it determines is proper. The budget
as submitted provides merely for a continuation of the existing activity.

The operation of the parking lot facilities are ultimately expected
to gross $50,000 per year, portions of which are aceruing to the benefit
of the General Fund to repay the loan of $2,000,000 advanced to the
sixth distriet..

Under the circumstances, if the act1v1ty is to be contmued the sub-
mitted budget appears adequate and is accordingly recommended to be
approved as requested.

SIXTH DISTRICT AGRICULTURAL ASSOCIATION

I'TEM 135 of the Budget Bill

For Augmentation of the Sixth District Agricultural Association Fund Payable
From the Fair and Exposition Fund

Amount requested $40,000
Idstimated to be expended in the 1949-50 Fiscal Year _________ 35,000
Increase (14.2 percent) . : B $5,000
. RECOMMENDATIONS . S
- Amount requested $40,000
- Legislative Auditor’s Recommendation._ : - ‘ s - 40,000
Reduction » - - ) None
ANALYSIS

This amount is requlred to augment the Sixth Distriect Agricultural
Association Fund which is the source of support for the Sixth District
Agricultural Association.

We recommend approval in the amount requested.
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Department of Finance
DIVISION OF FAIRS AND EXPOSITIONS—SIXTH DBISTRICT
AGRICULTURAL ASSOCIATION

ITEM 136 of the Budget Bill " Budget page 391
Budget line No. 64

For Maintenance and Operation of Real Property Acquired for Parking Lot
_ Purposes From the Sixth Distriet Agricultural Association Fund

Amount requested $1,200
HEstimated to be expended in 1949-50 Fiscal Year_____________ 1,000
illerease (20 percent) ______ : $200

Summary of Increases
INCREASE DUE TO

‘ Total Work load or New Budget Line
increase salary adjustments services page No.
Salaries and Wages ___.__.____ — — —— :
Operating Expenses _.______ $200 $200 - 391 k{4
Equipment _______________ . —— —_— — ——
- Total Increase —_____.__ $200 $200

RECOMMEVNDATIONS . -

Amount budgeted $1,200

Legislative Auditor’s Recommendation _ 1,200

Reduction . None
ANALYSIS

These funds are for operation of the parking lot facilities, which is
a revenue producing function. The amount requested is nominal and we
recommend, its approval.

Department of Finance
DIVISION OF STATE LANDS

ITEM 137 of the Budget. Bill Budget page 393
: Budget line No. 57

For Support of the Department of Finance, Division of State Lands, From the

State Lands Act Fund ,
Amount requested @ $317,516
Estimated to be expended in 1949-50 B‘lscal Year__ __________ 288,863
Increase (9.9 percent) . $28,653
Summary of Increases
INCREASE DUE TO
Total Work load or New Budget  Line
inerease salary adjustments services - page No.
Salaries and Wages— . $9,511 —$1,779 $11,290 393 73
Operating Expenses __.____ —725 —17,025 6,300 393 T4
BEquipment _______________ —1,513. —1,518 - 393 ™
Add: : ’ o
Decrease in Reim- - -
bursements _._.____.__ 21,380 21,380 R 393 78

Total Increase _______ $28,653 $11,063 $17,590
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RECOMMENDATIONS o L :
Amount budgeted ___-._ - S $317,516

Legislative Auditor’s Recommendation_-__ 317,516
~ Reduction - i None
ANALYSIS '

The over-all increase of $28,653 in estimated net expenditures for
1950-51 over 1949-50 is the result of an increase of -estimated total
expenditures in the amount of $7,273, plus a decrease in estimated reim-
bursements for land appraisals, surveying services and engineering
reports of $21,380. The decrease in estimated reimbursements is a direct
result of discontinuing survey work being done for Beaches and Parks
on a reimbursable basis, during the Fiseal Year 1950-51.

Under new services it is proposed to use the four-man survey team,
made available by disecontinuing surveys for Beaches and Parks, to
initiate a survey of encroachments upon state lands. Preliminary checks
by the Division indicate that the proposed survey should result in addi-
tional rentals from property which would be placed under lease but. is
now illegally occupied.

Salaries and Wages are scheduled to increase from $226, 025 for the
current year to $235,536 for the Fiscal Year 1950-51, an increase of
$9,511 or 4.2 percent with one new position being re(juested. The addi- -
tional position will provide one additional oil gauger which is necessary
due to increased work at the Huntington Beach Field. Other increases
are accounted for by normal salary increases, reclassification of two\
positions and a reduction in estimated salary savings.

Operating expenses for the budget year are estimated at $81,483, a
decrease of $725 under estimated expenditures for 1949-50. Major changes
include the deletion of an amount of $4,000 for files index service which
is to be completed durmg the current year, and an increase in rent in the
amount of $2,818. The increase in'rent is for additional space to be made
available to the Division in both Lios Angeles and Sacramento.

Equipment requests total $8,217 which is a decrease of $1,513 or 15.5
percent under the amount of $9,730 estimated for expenditure in the
current year. All equipment items seem in line with requlrements

Revenues to the State Liands Act Fund are scheduled to increase
from an estimated $1,146,574 in 1949-50 to $1,150,057 in 1950-51, an
increase of $3,483 or 0.3 percent

‘We recommend that this item be approved as submltted

GENERAL SUMMARY

The State Lands Commission, consisting of the Dlrector of Flnance
the State Controller and the Lieutenant Governor, was created by Chap-
ter 5, Statutes of 1938, Extra Session. The commission was vested with
all the powers, duties, purposes responsibility and jurisdiction of the
Départment of Finance as successor to the Surveyor General, Register of
the State Land Office, and State Land Office, and of the D1v1s1on of State
Lands in the Department of Finance. The commission administers all
laws and statutes committed to it, through the Division of State Lands in
the Department of Finance.
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Jurisdiction over all state-owned public lands is vested in the Divi-
sion of State Lands. Aectivities include the selling of proprietary lands,
the control of oil, gas, mineral, grazing, agricultural, and recreational
leases, as well as leasing for the use and occupaney of swamp, overflowed,
marsh, tide and submerged lands. Survey to settle fitle and boundary
dlsputes or correction surveys covering some of the earlier land sites are
the responsibility of this Division. The State Lands Commission is
authorized to represent the State in all eontests between it and the United
States in relation to public land.

The headquarters of the State Lands Commission and the Division
of State Lands is in Los Angeles. Liand sales and exchange activities are
recorded in the Sacramento branch where original title records for the
proprietary lands are maintained.

The prineipal source of funds dep051ted in the State Lands Act Fund
is from oil royalties. Rentals and royalties from leases of marginal sea
tidelands have been impounded since 1947 pending determination of the
‘3 mile marginal belt’’ stipulated in the United States Supreme Court
decision of June 23, 1947, and its decree of October 27,1947, adjudging
that the State of California has no title or property interest in such
tidelands. The following is actual and estimated revenue impounded :

1947-48 Actual , : L $7,122,133
1948-49 Actual 10,063,298
1949-50 Bstimated ____. 9,056,969
1950-51 Estimated _ 8,604,120

" Bstimated total July 1, 1951__ i $34,846,520

Under provisions of the State Resources Code revenue collected,
except rents, bonuses, royalties and profits aceruing from the use of,_
state school land shall be deposited to the eredit of the State Lands Act
Fund. Revenues from rentals, bonuses, royaltles and profits accruing
from the ise of state school lands are deposited in the State School Fund.
Funds which now receive money from the State Lands Act Fund by
transfer are: The General Fund, the Veterans’ Dependents Education
Fund, the State Beach Fund and the State Park Fund.

We repeat our recommendation made in two previous analyses that
all agencies receiving support from the State Lands Act Fund should be
transferred to a basis of receiving support from the General Fund and all
money collected by the Division of State Liands, with the exception of that
which goes into the State School Fund, should be paid into the General
Fund. All impounded tideland moneys when and 1f released should also
be paid-into the General Fund.



— 250 —

Depariment of Finance
DIVISION OF STATE LANDS--OTHER CURRENT EXPENSES

ITEM 138 of the Budget Bill Budget page 396
: Budget line No. 5

For Defense of Title to Tide and Submerged Lands From the State Lands Act

Fund .
Amount requested ____. $70,000
Estimated to be expended in 1949-50 Fiscal Year__.__________ 70,000
Increase : ‘ ‘None
Summary of Increases
INCREASE DUE T0
Total Work load or *  New Budget Line
increase salary adjustments services page No.
Salaries and Wages________ © $189.-. $189 I 396 21
Operating Expenses .______ —189 —189 R 396 28
Equipment . ________ . — J— — e ——
* Total Increase _______ None None .
RECOMMENDATIONS ,
Amount budgeted } - $70,000
Legislative Auditor’s Recommendation . ; 70,000
Reduction i None
ANALYSIS -

Normal salary increases account for the increase of $189 in the
amount budgeted for salaries and wages. This increase is offset by a like
decrease in miscellaneous operating expenses.

The amount requested will provide necessary funds to continue
efforts directed toward obtaining congressional action in defense of Cali-
fornia’s title to the tidelands. A parallel effort is also being made to
retain the tidelands through having them declared ‘‘inland waters’’
under the Supreme Court opinion of June 23, 1947.° :

We recommend approval of this item as submitted.

'Depurfment of Finance
DIVISION OF STATE LANDS—LITIGATION EXPENSES

ITEM 139 of the Budget Bill / ’ ' . Budget page 396
. Budget line No. 44

For Expenses for Litigation, City of Los Angeles, From the State Lands Act Fund
Amount requested $10,000

Estimated to be expended in 1949-50 Fiscal Year______________ - 10,000

Increase .. ~ None
RECOMMENDATIONS

Amount budgeted - __ $10,000

Legislative Auditor’s Recommendation 10,000

Reduction None
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ANALYSIS .

The amount requested is to cover further htlgatlon in the case
against the Bureau of Power and nght City of Los Angeles, for flooding
the state-owned mineral deposits in the bed of the Owens and Mono
Lakes. The case is under appeal to the Supreme Court and amounts
budgeted will provide for further research work, preparation of court
material and other assistance to the Attorney General as required.

We recommend approval.

Department of Finance .
DIVISION OF STATE LANDS—DEFENSE OF QUIET TITLE ACTIONS

ITEM 140 of the Budget Bill Budget page 396
. Budget line No. 60

For Defense of Quiet Title Actions From the Sfafe_ Lands Act Fund

Amount requested R $15,000

HEstimated to be expended in 1949-50 Fiscal Year. . ________ 15,000

Inecrease . None
RECOMMENDATIONS )

Amount budgeted — $15,000

Legislative Auditor’s Recommendation ' 15,000

Reduction i None
ANALYSIS

The amount requested is to cover expenses in connection with the
defense of quiet title actions filed in accordance with law. Assistance is
furnished to the Attorney General on cases involving the defense of the
State’s interests in public lands.

We recommend approval. .
Deparfment of Finance

NAPA STATE FARM

ITEM 141 of the Budget Bill ) Budget page 397
. Budget line No. 31

For Support of the Department of Finance, Napa State Farm, From the General

Fund
Amount requested $37,429
Estimated to be e\pended in 1949-50 Fiscal Year .. ________ 34,962
Increase (7.1 percent) T $2467
_ Summary of Increases
INCREASE DUE TO - .
Total Work loador - New Budget Line
. increase salary adjustments services page No.
Salaries and Wages_____.._.__ $2,654 $2,654 . o 397 42
Operating Expenses ________ —242 - 242 i 397 43
Equipment —_______________. 385 385 [ 397 44
Less:
Increased Reimbursements. —330 —3830 R 397 47

Total Increase _______ $2,467 $2,467
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RECOMMENDATIONS :
Amount budgeted _ _ $37,429

‘ Leglslatlve Audltor s Recommendatlon 37,429
o Reductlon v - : _— v None
ANALYSIS

... Salaries and wages are scheduled to increase $2,654 or 13.0 percent
over the estimated expenditures for salaries and wages during 1949-50.
This increase is due primarily to an increase of $1,380 requested for
temporary help and an inerease in the amount budgeted for the superin-
tendent’s salary which results from a conversion from a monthly salary
plus maintenance for self and family to a gross salary basis. This con-
version also accounts for the deletion of an item for feeding and house-
keeping under operating expenses and an increase in reimbursements
resulting from the $55 monthly rental charge for the supermtendent S
quarters.

- The increase in temporary help is in line with increased operations

“planned for 1950-51.
Operating expenses and equipment requests seem to be cons1stent
with needs.

-~ Revenue for the General Fund is scheduled to increase from an esti-
mated $35,195 in 1949-50 to an estimated $39,875in 1950-51, an increase
of $4 680 or 13.3 percent.

The excess of revenue over expend1tures for support, ‘actual and
estimated for a three year period, is as follows:
Support . . Revenue Excess

1948-49 (actual) ____________________ $32,402 - $34,299 $1,897°
~1949-50 (estimated) . 35836 85,19 641
1950-51 (estimated) _________________ 39,636 39,875 239

Actual expenditures for eapital outlay in addition to expenditures

for support during the 194849 Fiscal Year totaled $17,500 and expendi-

tures for capital outlay during 1949-50 are estimated at $1,710 with an
additional expenditure of $4,400 proposed for 1950-51. .

‘We reemphasize our endorsement of recommendations made by the
Northern California Subcommittee of the Legislative Joint Agriculture
and Livestock Problems Committee, after its meetmg at Napa State Farm
on:Décember 8; 1948, which are as follows:

1. That the farm be turned over to the Department of ‘Mental
Hygiene at the earliest possible moment, to be operated to satisfy the
requirements of the Napa State Hospltal the Veterans Home, and the
Sonoma State Home.

2. The Napa Hospital hog ranch and the hog ranch of the Veterans
Home should be consolidated at the:Napa State Farm.

Legislation to accomplish this purpose failed passage at the 1949
session. If consolidation as recommended above cannot be effected, we
recommend that comsideration be giwen to the advisability of dzscon-

tinuing the fa'rm operation a,nd disposing of the property.
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GENERAL SUMMARY"

The Napa State Farm is located near Yountvﬂle in Napa County
The farm formerly known as the ‘‘Fry Ranch’’ was purchased by the
State in 1911 as a site for a proposed reformatory. Chapter 165 of the
Statutes of 1917 authorizes the operation of the farm for the benefit of
the State and its institutions. In 1945 the farm was put under the control
of the Department of Finance.

" The farm is primarily concerned with the productlon of field crops
and the purchaSmg, production; and feeding of livestock, and 1ts process-
ing for use in state 1nst1tut10ns

FRANCHISE. TAX BOARD

ITEM 142 of the Budget Bill B AR - Budget page 398
o Budget line' No. 64 -

For Support of fhe Franch:se Tax Board From fhe General Fund'

Amount requested L. '$2,481,207
Estimated to be expended in 1949-50 Fiscal Year__-_________ 2,309,383
Increase (7.4 percent) - . v $171,824
Summary of lnereases_ _
_ INCREASE DUE TO .
Total Work load or i New * Budget Line
o P increase selary adjustments - services - . Dpage No.
Salaries and Wages_._______ $143,519 $134,183 $9,336 398 81 -
Operating Expenses ________ 23,452 20,194 | 3,258 . "398 82
Equipment ________._______ 4,853 : 992 3,861 - 398 83
. Total Increase —..___$171,824 - . §$155,369 .- $16,455 ,
RECOMMENDATIONS : : ’
Amount budgeted : . $2,481,207 .
Legislative Auditor's Recommendation__. ' : 2,438,475
Reduetion —___. 5 $42,732
ANALYSIS S ' - C

The following schedule summarizes the recommended reductlons by
ob;ject and by operatmg units :
‘ Salames . Operatmg

Opemtmg umts o Totdi and wages expenses Eqmpment
Administration ___________ $13,648 $8 940 . $720 - $3,988
TFranchise Tax Division__ . 4,669 _— T43 : 3,926

_ Personal Income Tax Division T . . Lk .
Headquarters office _____ - 11,575 '5,472 . B30 . 5,673 -
Los :Angeles office_______ 6,303 4,288 1,250 . 765
San Francisco office_____ 6,537 114,288 2,025 224

Motal ___._________- $42732 . $22.988 85,208 $14476

Administration

We recommend deletion of the position of asszstant executwe ojﬁcer
‘salary $8,940, page 399, line 8 of the printed budget as bemg UNNECessary
after: July 1,1950.

This is the position oeccupied by the former assistant commissioner
who became the assistant executive officer on January 1, 1950, as a con-
sequence of the reorganization under Chapter 1188, Statutes of 1949.
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This legislation abolished the position of Franchise Tax Commissioner
and in effect created the new positon of executive officer in its stead.
Prior to January 1, 1950, there were in effect two executive officers
for this ageney, the Franchise Tax Commissioner, which office was abol-
ished by Chapter 1188, Statutes of 1949, and the Assistant Franchise Tax
Comm1ss10ner, who beeame the ass1stant executive officer on January 1,
1950. There is ample evidence, however, both in the files of the Jomt
Legislative Budget C(_)mm1ttee,and in those of the Assembly Interim Com-
mittee on. Governmental Efficiency and Eeonomy to justify the conclu-
sion that the Franchise Tax Commissioner did not take an active part in
the administration of the agency, and that for all practical purposes the
agency had only one active administrative head, the assistant commis-
sioner.
Chapter 1188, Statutes of 1949, provided that the Franchise Tax
- Board should succeed to all powers and duties formerly vested in the
commissioner by.law, and that it might appoint an executive officer at a
salary of $12;000 per year (salary of former commissioner $9,384 per
vear) to perform such duties as might be delegated to him by the board.
Since the board has appointed such an executive officer it would appear
that the administrative needs of this agency at the top level are amply
provided for, i.e., by the board itself, and the executive officer, and that
in the interests of eeonomy the position of assistant executive officer
should be abolished.
' The Division of Administrative Procedure of the Department of
'Finance has recommended that the need for this pos1t10n be analyzed
after about six months of operation under the provisions of Chapter 1188,
Statutes of 1949. )

‘We recommend approval of the establishment of new positions for
two intermediate account clerk at $4,560, Budget page 400; lirie 10; one
bookkeeping machine operator at $2,400, Budget page 400, line 11; and
one junior typist clerk at $2,040, Budget page 400, line 13. These are
needed because of the 1ncreased work load caused by lowermg of the
personal exemptions.

Included in the amount requested for printing under operating
expenses, Budget page 400, line 20, is $200 for binding law reviews and
the monthly periodical, Tazes—The Tax Magazine for inclusion in the
law library maintained by the Franchise Tax Board. We recommend
deletion of one-half the amount, or $100 for binding law reviews as being
an unnecessary duplication of faczlzt'zes maintained by the Board of
Equalization in o similar law library in the same building.

These law libraries are used for reference purposes by the attorneys
of the two agencies, of which there are 11 in the Board of Equalization,
and 8 in the Franchise Tax Board, located in Sacramento. The cost of tax
services, periodicals, eontmuatmns and supplements to present sets of
reference books and new books for these two libraries for the last fiscal
year was as follows:

. Franchise Tax Board o , $1,728
Board of Equalization_ . L : 1,120

Total B $2,843
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Each agency also has the equivalent of approximately one employee .
performing half time service or custodial duties in connection with the
law libraries

In addition to the law reviews there are many duplications in the
material contained in the two libraries, including sets of reports and
various tax services.

There appears to be no good reason why a single reference library
would not be adequate for the needs of both agencies. If the libraries were
to be consolidated, half the time of one custodian could be saved, plus a
considerable saving in operating expenses.

‘We recommend that a study be made looking toward the consolida-
tion of the libraries and the elimination of unnecessary duplications in
material.

Included in the request for automobile operation, Budget page 400,
line 24, is $620 for two additional automobiles. We recommend deletion
of this amount since we are also recommending against the purchase of
the two additional automobiles, Budget page 400, line 35, requested for
$2,900 for use of the field collectors in Los Angeles and San Franeisco.

At present the agency has eight automobiles. We believe that if the
cars are operated on a pooled basis, three each will be sufficient for the
needs of the field staff in San Franecisco and Los Angeles, and the remain-
ing two for the administrative staff in Sacramento. Of the eight cars,
only three were driven more than 10,000 miles during the last fiscal year,
these cars averaging 12,637 miles each. The other five averaged 7,881
each,

In connection with automoblle operation a substantial part of the
mileage of four of the cars results from staff members regularly driving
them home at night where overnight storage is available in state-owned
garages at no extra cost. If the agency will take steps to eliminate the use
of cars for such purposes we believe a substantial saving in operating
expense will result.

Included in the request for replacements of office equipment, Budget
page 400, line 33, are the following :

2 typewriters $218
1 adding machine 287
1 automatic electrie calculator 583

Total machines $1,088

Inspection of the individual pieces of equipment indicated that they
were in sufficiently good condition to make replacement unwarranted
during the 1950-51 Fiscal Year, and accordingly we reeommend deletion
of these items.
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A summary of the items recommended for deletion in the D1v151on of
Administration which have been discussed in detail in the foregoing is as.
follows :

Salaries and Wages Amount Budget page LineNo.
Assistant executive officer___________ $8,940 399 8
Operating expenses : .
Binding lawreviews________________ 100 400 20
- Automobile.operation (additional
cars) _— 620 400 24
Equipment ) . :
Replacement not warranted _____.__ 1,088 400 35
2 additional automobiles ____________ 2,900 400 35
Total i $13,648

Franchise Tax Division

‘We recommend approval of the proposed new positions for three -
intermediate file clerks‘in-the Sacramento office, $6,840, Budget page 401,
line 14, for two reasons. First, the work load has doubled since 1942 Wlth
no comparable increase in staff, which these new positions will provide.
Secondly, there has never been adequate staff available for a systematic
transfer of inactive material from the active files. The result is that many
of the active files contain material as much as 18 years old, which need
not be housed in expensive file cabinets occupying valuable office space.
There is every indication that as a result of insufficient file clerks the
present condition of these files is such as to seriously impair the efficient
operation of the entire Franchise Tax Division.

Included in operating expenses, office, Budget page 401, line 24, is
a request for $243 for certain tax services for the Los Angeles and San
Francisco area offices. This is nmew service (md we recommend their
deletion.

Likewise included in this item is a request for $500 for buying copies
of printed regulations from the Supervisor of Documents for members
of the staff. This is also @ new service which we do mot recommend as
necessary.

Under equipment, request is made for replacement of certain type-
writers, Budget page 401, line 37. Inspectron of these typewriters indi-
cated that three of them, costing $357 were not in need of replacement,
and accordingly we recommend deletion of this amount.

Additional equipment requested includes two 4-drawer file cabinets
for the Lios Angeles office, costing $166. and a water cooler for the San
Francisco office costing $140, both of which we believe to be unnecessary.
Accordingly we recommend their deletion.

Three desks are requested for the three new file clerk positions com-
mented on previously. We fail to see the need for desks for file elerks, and
aceordingly recommend the deletion of the three desks at ¢ cost of $282,
substituting instead three tables costing $177 at a saving of $105. :

The request for additional equipment also includes $4,000 for 40
additional 5-drawer legal size office type filing cabinets at $100 each. We
recommend instead the purchase of 20 storage type files at o cost of $42.10
each, or @ total cost of $84.2 and a net saving of $3,158.

These files were requested to provide space for filing 1950 Franchise
Tax returns due in 1951. We believe that 20 is a liberal estimate. of the
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number of file cabinets needed for this purpose. Qur reason for recom-
mending the substitution of storage type files for the more expensive
office type files is that the agency now has a considerable quantity of
inactive material stored in expensive office type files. If this material is
removed and placed in the storage files recommended, sufficient space
will be available in the present cabinets to store the new material to be
received in 1951,

‘We recommend that the storage type files purchased be the same type
as those now used in the Central Records Depository of the Secretary of
State in order to make it possible to transfer them to that depository if
additional space is later needed in the present location.

Because of litigation which has been pending for a number of years,
involving a challenge of the method of determining the bank rate, it has
been necessary for the agency to preserve all Bank and Corporation
Franchise Tax returns and related material for all years subsequent to
1931. The agency’s request for 40 new file cabinets and our alternative
recommendation for 20 additional are both predicated upon the assump-
tion that the litigation will not terminate before the end of the 1950-51
Fiscal Year. If the litigation should terminate before the 1950 returns
are due, we believe no additional files are needed since much of the mate-
rial now filed can then be destroyed.

Present equipment, consisting of 145 office type ﬁle cabinets and
39 transfer cabinets appears more than adequate to house all records
which it would be necessary to preserve during the 1950-51 Fiscal Year
were it not for the litigation. .

A summary of the items recommended for deletion in the Franchise
Tax Division which were discussed in the foregoing is as follows:

Operating expenses Amount Budget page Line No.
Tax service $243 401 24
Purchase of prmted regulations for

staff __ou 500 401 . 24

Hquipment )
Replacements not ‘warranted —______ 357 401 37
Additional N

File cabinets, Los Angeles________ 166 401 38
‘Water cooler, San Franeisco._____ 140 - 401 38
Difference in cost between 3 desks
and 3 tables 105 401 38
File cabinets, Sacramento_._._____ 3,158 401 38
Total $4,669

Personal Income Tax Division—Headquarters Office

An increase of $36,890 in temporary help is requested Budget page
401, line 76, over the 1949-50 Fiscal Year. This is all junior clerical help
for various filing, sorting, and typing operations, and except as noted
below appears justified on the basis of increased work load. The reason
for the increase, despite the fact that the number of returns to be received
in 1951 is estlmated to be approximately the same as those to be received
in 1950, is that much of the processing of the 1950 returns will not take
place until after J uly 1, 1950, so that the full impact of the increased
work load due to deereased exemptlons will not be felt until 1950-51.

‘One of the operations to be performed by temporary help is the hand
stuffing of an estimated 1,360,000 income tax blanks in envelopes for mail-
ing to taxpayers, the estlmated salary cost of this operation being, $7,752.

13—L-9450
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Instead of performing this operation by hand, we recommend the
purchase of a mechanical inserting and mailing machine such as that now
used by the Department of Employment for performing a ecomparable
operation and the addition of one permanent operator. The machine will
cost $3,800 initially, and the operator $2,280 per year.

The net saving during the first year of operation will be as follows:

Salary costs—stuffing by hand $7,752
Less: Cost of machine $3,800

Salary of full time operator______________ 2,280 6,080

Net saving : - $1,672

Thus it will be seen that the machine will more than pay for itself
during the first year of service if it is used only on this operation, and that
thereafter the annual saving will be about $5,500, the difference in salary
paid the operator and the amount for temporary help.

Accordingly, we recommend reduction of $7,752 in the request for
temporary help and the substitution therefor of the machine costing
$3,800 and one permancnt operator. At the beginning rate for inter-
mediate clerical level this amounts to $2,280.

Included under operating. expense, office, Budget page 402, line
4, is the cost of 175 binders for staff members, $530. We recommend
deletion of this item as being unnecessary.

Under equipment replacement, Budget page 402, line 17, request
is made for five electric calculators. Inspection of the equipment indicated
that two are not in need of being replaced and, accordingly, we recom-
mend deletion of the cost of two calculators, or $862

Additional equipment requested, Budget page 402, line 18, includes
107 file cabinets at $100 each, or $10,700, in Whlch to ﬁle personal income
tax returns.

Two methods of filing are used by the agency. So-called ‘‘small”’
returns, where tax does not exceed $25 and income consists of salaries,
interest, dividends, or annuities are filed by years in the ‘‘annual’’ file.
So- called “1arge” returns, which are all others are filed in individual
files, by taxpayer’s name.

The request includes 44 files in which to store the “annual’ ? returns
for 1950, due April 15, 1951. We recommend this be reduced to 22, a reduc-
tion of $2 200. Under the processing procedure used by the agency at least
half of these returns will not be ready for filing until after July 1, 1951,
‘and if the files are actually needed they can be requested and the request
justified in the 1951-52 Budget. Another reason for making this recom-
mendation is that by the time the 1951-52 Budget is to be acted on, the
agency will be in a much better position than it is at present to estimate
the filing space needed to house the 1950 returns. By that time it will have
had one year’s experience as a guide to the increased volume to be
expected as the result of lowered exemptions made by 1949 amendments to
the law. No such information is available at the present time since the
1949 returns, the first to be affected by the lowered exemptions, are not
due until April 15, 1950.

We recommend @ further reduction in this ztem of $3,300 represent-
ing the cost of 33 files, since the space needed can be obtained in existing
equlpment if the returns in the 1945 and 1946 ‘‘annual’’ files which are
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stored in 33 cabinets at present, are removed from the cabinets before the
©1950-51 Fiscal Year.

‘We believe returns in the ‘‘annual’’ files should be destroyed after
they are four years old, since deficiency assessments cannot be made more
than four years after the return was filed. The statistical analysis of
income tax returns by size of tax payment made by the department tends
to indicate that the average tax per return for all returnsin the ‘‘annual”’
files cannot exceed $10 and is probably nearer $5.

At the present time the agency is preserving ‘‘annual’’ files for 1942,
1943, and 1944, with respect to all of which the 4-year limitation period
has run. The 1943 and 1944 returns are housed in 60 office type 5-drawer
letter size files which eould well be put to other uses.

‘With respect to the remaining 52 legal size cabinets included in the
request for 107, we recommend storage type files be substituted, since
they will be placed in the basement and used for files which are semi-active.
The savings will be as follows: :

52 office type cabinets @ $100 $5,200
52 storage type cabinets @ $42.10 2,189
Net saving $3,011

Werecommend the purchase of storage type cabinets of the same type
now used in the Central Records Depository of the Secretary of State in
order to make it possible to transfer them to that depository if additional
space is needed in the present location in the future. 7

Following is a summary of the recommended reductions for the Per-.
sonal Income Tax Division, Headquarters Office:

Salaries and Wages Amount Budget page Line No.
Temporary help . $7,752 401 76
- Add 1 permanent machine operator__ —2,280 401 76
Operating Expenses
175 binders for staff 530 402 4
Hquipment ) o
2 Burroughs eleetrie ealculators .. __ 862 402 17
22 files not needed until after
July 1, 1951 i 2,200 402 18
33 files not needed _ 3,300 402 18
52 files, difference in cost between .
office type and storage type ____._ 3,011 402 18
Add 1 inserting and mailing machine__ —3,800 — ——
$11,575

Personal Income Tax Division, Los Angeles Office

Included. in the request for temporary help, Budget page 402, line
44, is $8,576 for examiners to assist taxpayers in filing income tax
returns during the first four months of 1951. Additional temporary help
was granted the agency for a like purpose in the current fiscal year due to
the anticipated increase in number of returns to be filed because of legis-
lation passed in 1949 decreasing the amount of the personal exemptions
with respeet to 1949 returns due in 1950 and 1950 returns due in 1951.
However, since this is purely a service function we recommend that the
amount requested be reduced one-half, or $4,288 since it appears likely
that by 1951 taxpayers will be sufficiently well educated as to the reduced
exemption so that the additional services can be discontinued.
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We also recommend that the operating expenses be reduced $250 for
automobdile mileage and $1,000 for travel requested for these examiners,
Budget page 402, lines 56 and 55, respectively.

We recommend deletion of the following items included in the
request for equipment, office replacements, Budget page 402, line 63.

1 wood typist desk $100
1 swivel 9rm chair 5 38
‘5 typewriters 545

Total _ $683

Inspection of the equipment indicated that it was not in need of
replacement during the 1950-51 Fiscal Year. ,

We recommend deletion of $82 for one 4-section bookcase included
as additional equipment, Budget page 402, line 64 as being unnecessary.

Following is a summary of the reductions recommended for the
Personal Income Tax Division, Los Angeles Office:

Salaries and Wages

One-half request for temporary Amount Budget page Line No.
) examiners $4,288 402 44
Operating Expenses

Auto mileage for above_____.._______ 250 402 - b6

Travel for same 1,000 402 55
Equipment

Replacement not needed ____________ 683 402 63

Bookcase additional 82 402 ' 64

Total $6,303,

Personal Income Tax Division, San Francisco

We recommend deletion of the following requested for temporary
examiners for reasons discussed under the Los Angeles Office:

Salaries " $4,288
Automobile mileage ) 175
Travel - 875

Total $5,338

We recommend deletion of $395 for tax services for branch offices
and $650 for overhauling and cleaning venetian blinds at the area office
at 540 Van Ness Avenue, San Francisco, both included under operating
expense, office, Budget page 403, line 28.

The tax services are a new service which we believe unnecessary,
since it has not been available in the past and no specific justification for
the increase has been made by the board. The item for cleaning venetian
blinds appears to be excessive.

We recommend deletion of $159 for replacement of one 18" type-
writer included under equipment, office replacement, Budget page 403,
line 39. Inspection of the machine indicates it to be in good condition.

We also recommend deletion of $65 for one bookcase for the investi-
gation section in the area office, Budget page 403, line 40, as being
unnecessary.
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Following is a summary of the reductions recommended for the
Personal Income Tax Division, San Francisco:

Salaries and wages Amount Budget page Line No.
One-half temporary examiners_.____ $4,288 403 20

Operating Expenses
Auto mileage for above______._______ 175 403 32
Travel for same 875 403 31
Tax services, branch offices__________ 325 403 28
Overhauling venetian blinds_________ 650 403 28

Equipment - )
Replacement not warranted_________ 159 403 . 39
Bookeage, additional —______________ : 65 403 40

Total $6,537

Delinquent Franchise Tax

As of December 31, 1949, there existed a potential tax revenue of
at least $548,925 representing tax and penalties from corporations quali-
fied to do business in California, but which had failed to file returns. The
law requires that every corporation qualified to do business in California
shall file a return and pay at least the minimum tax of $25 per year until
dissolved. The Franchise Tax Board has a record of all such eorporations
based on information received from the Secretary of State at the time
the corporation qualifies. It also has the authority to levy an arbitrary
assessment for the estimated tax due if a return is not forthcoming on
demand. These returns were due for fiscal and calendar years ending in
1946, 1947, and 1948, some of which were due as early as April 15, 1946,
in the case of a fiscal year ended January 31, 1946. The latest returns
included are those due on. March 15,1949, for the calendar year 1948,

The following tabulation shows the number of these corporations for
each income year, with the liability estimated at $25 tax, plus appro-
priate penalties totaling 50 percent of the tax.

Income year : Number of corporations Hstimated liability k
1946 1,747 $65,513
1947 4,278 160,425
1948 © 8,613 322,987
Total 14,638 $548,925

Since the average tax, exclusive of penalties, included in arbitrary
assessments of this nature levied by the agency during the last four years
has been well in excess of $25, the foregoing estimate appears conservative.

, These 14,000 are all cases in which no assessments have been made
by the board. Some of this would, of course, be uncollectible. However, we
believe that a revenue return sufficient to justify the assessments would.
accrue from effective steps to clear these prior year tax liabilities.

STATE TREASURER

ITEM 143 of the Budget Bill . . Budget page 405
Budget line No.3

For Support of the State Treasurer From the General Fund

Amount requested $262,908
Estimated to be expended in 1949-50 Fiscal Year___._._________ 239,162

Increase (9.9 percent) X $23,746
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Summary of lncreases

INCREASE DUE TO

Total Work load'or New Budget Line

: increase salary adjustments services page No.

Salaries and Wages__._____ $23,454 $23,454 _— 405 22

Operating Expenses —______ 2,518 2,518 . 405 23

Equipment __________ _____ —2,226 —2,226 — 405 24

Total Increase . ___._.___ $23,746 $23,746

RECOMMENDATIONS

Amount budgeted . $262,908

Legislative Auditor’s Recommendation ' 262,908

Reduction None

ANALYSIS

The $23,746 or 9.9 percent increase over the amount estimated to be
expended in 1949-50 does not reflect a true comparison of the expendi-
tures in the two years due to the fact that the amount requested for the
1950-51 Fiscal Year is for a full year’s operation, while many of the
functions for 1949-50 TFiscal Year were based on expenditures occurring

“only in the latter part of the year. For example, the salaries and wages for
the 37 employees for processing of social welfare warrants, related equip-
ment rentals, and operating expenses were budgeted for only part of the
year 1949-50 and eliminated immediately after passage of Proposition
No. 2. The Centralized State Treasury System authorized by Chapter
1534, Statutes of 1949, will be functioning for only part of the 1949-50
Flseal Year. Installatlon of this system was delayed pending a legal
opinion. Twenty-three employees and related equipment and operating
costs have been authorized for only part of the 1949-50 Fiscal Year, but
the expenditures reflected in the 1950-51 Budget are for a full year. The
centralized pay roll system in the disbursements division of the Con-
troller’s office began to function late in the 1949-50 Fiscal Year, but is
expected to be in full operation during the 1950-51 Fiscal Year. This
operation increases the warrant load handled by the State Treasury and
it was necessary for him to budget for a part of the 1949-50 year for a
minor increase in work load, yet estimate his expenditures for the 1950-51
Fiscal Year for a full scale operatlon

Changes in law have made complete changes in many funetlons of the
Treasurer’s office and made estimates of work load difficult. A review of
the entire operation will be made in 1950-51 when mechanlzatmn kas
been completed.

‘We believe the proposed increase is fully justified and that the
Budget request for 1950-51 is the best estimate that can be made under
the circumstances. -
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The anticipated increase in work load is:

Actual Estimated -Bstimated
1948-49 1949-50 1950-51 . Increase
Warrants _______. 1,217,159 2,250,000 3,300,000 1,050,000

Securities handled_$751,000,000 $1,112,000,000 $1,160,000,000 $48,000,000

The following schedule explains the increase in salarles and wages,
and operating expense :

Salaries and Wages Amount of
Item increase
Positions authorlzed for part of 1949 as compared to full year in 1950-51____ $16,116
1 Treasury-Guard Clerk (proposed new position) 2,640
Temporary help —2.810
Salary adjustment 5,008
Decrease in estimated salary savings 2,500
Total increase in salaries and wages $23,454
Operating Expense Amount of
Item increase
Centralized treasury system and mechanized warrant operator for part of
1949-50 as compared to full year for 1950-51 i $4,918
Freight, cartage, and express 2,000
Automobile mileage —400
Total increase in operating expenses . $2,518
Equipment '

Equipment expenditures decreased $2,226. The amount estimated to .
be expended in 1950-51 is $9,398 and consists of the following purchases:

Item. Amount

Replacement of 4 unserviceable typewriters $4,578

Additional office equipment (work load increase) 1,027
Intraoffice communication system (needed because offices are separated and

distant from Treasurer and deputy) 2,093

Fans (needed for tabulating room and expanded offices)
Automobile, additional (for transporting increased warrant and securities

work load) 1,450
Miscellaneous 250
Total equipment expenditures : $9,398

GENERAL SUMMARY

The office of the State Treasurer was created by the Constitution as
- adopted in 1849 and revised in 1879. The office is under the administra-
tion and supervision of an elective state official.

The principal functions of the office are as follows:

1. Serve as a bank for the State of California.

* 2. Invest various surplus state funds.

3. Act as custodian of all state assets, all pledges of cash, and seeur-
ities pledged by individuals and ecompanies to secure tax pay-
nments.

4. Prepare, sell, and service authorized state bond issues,
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State Treasurer

SALE OF BONDS

ITEM 144 of the Budget Bill : " Budget page 406
’ . Budget line No. 27

For Preparation and Advertising the Sale of Bonds, State Treasurer, Payable
From the Veterans’ Farm Home and Building Fund of 1943 '

Amount requested $28,000

Estimated to be expended in 1949-50 Fiscal Year____________ 14,346

Increase (95.2 percent) $13,654
RECOMMENDATIONS v ’

"Amount budgeted $28,000
Legislative Auditor’s Recommendation 28,000
Reduction None

A NALYSIS

The preparation and advertlsmg of the sale of bonds is authorized
by Chapter 18, Statutes of 1946. The increase of $13,654 over the amount
requested for the 1949-50 Fiscal Year is due to the fact that a new issue
estimated at $50,000,000 is being offered for sale in the Fisecal Year
1950-51. Printing and advertising costs are estimated at 50 cents per
bond.

CALIFORNIA HIGHWAY PATROL

ITEM 145 of the Budget Bill " Budget page 408
Budget line No. 42

For Support of the Department of California Highway Patrol From the Motor
Vehicle Fund

Amount requested $8,990,251
Hstimated to be expended in 1949-50 Ifiscal Year_.__________ . 8,411,845 )
Increase (6.9 percent) $578,406

Summary of Increases
INCREASE DUE TO

Total Work load or- New Budget Line

inerease . salary adjustments services page No.

Salaries and Wages_______ $353,131 $203,755 $149,376 408 71

Operating Expenses ___..__.. 189,001 189,001 — 408 72

Equipment ______________ 36,274 _ 42 36,232 408 73
Total Increase —_____ $578,406 $392,798 $185,608

RECOMMENDATIONS

Amount budgeted ____ $8,990,251

Legislative Auditor’s Recommendation : 8,702,105

Reduction $288,146

ANALYSIS

In 1949 the Legislature approved for the 1949-50 Fiscal Year an
increase of $693,233 or 8.6 percent over the estimated expenditures for

'





