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CAPITAL OUTLAY SUMMARY 
.' The Legislature is faced with the challenge .of financing an ever 
in,creasiIig unmet need f.or public capital impr.ovements statewide. 
Currently, planning and financing these impr.ovements is in a state .of 
disarray resultiIig in a haphazard and ineffective pr.ocess f.or meetiIig the 
state's needs. . 
, Capital . .outlay is a pr.ogram that needs t.o be considered in the 
aggregate. s.o that the relative pri.orities .of vari.ous needs can be assessed 
and a c.omprehensiv~ financing plan established. In this way the neces
sary public. infrastructure can be iIi place in a timely manner t.o 
acc.omm.o9ate pr.ogram services t.o be pr.ovided n.ow and in the future. 
Unlike.supp.ort budgets,. h.owever, capital impr.ovements require l.ong 
lead times f.or planning, acquiring sites, devel.oping c.onstructi.on d.ocu
ments and c.onstructing the impr.ovement. Thus, if facilities are t.o be 
available .on a timely basis, the pr.ocess f.ot determiIiiIig needs, settiIig 
relativepri.orities and devel.oping a financiIigplan must take these 
timeframesint.o·c.onsideration. M.ore.over, these impr.ovements are built 
f.or specific purp.oses and have l.ong useful lives. Once c.onstructed, there 
is limited flexibility t.o :make changes. If changes are necessary; it is 
generally very c.ostly. C.onsequently,· careful planning with regard t.o 
identifying needs, settiIig pri.orities and determining appr.opriate financ
iIig are essential if the public's infrastructure needs are t.o bernet in an 
effective manner. 

What is the Demand for Public Infrastructure? 
There.is alarge demandf.or impr.ovement/expansi.on .of the public's 

infrastructure. F.or example, iIi 1984 the .G.overn.or's Infrastructure Re
VI. ·ewTas. k F9rcerep.ort.ed that .ov.er the ensuiIig 1O-yeai peri.od appr.ox
imately $29billi.on w.ould be rieeded f.or deferred maintenance and $49 
billi.on f.or new infrastructure. Based .on current inf.ormation,$20 billi.on 
will be needed t.o fund transp.ortati.on impr.ovements .over the next 10 
years and '$4.6 billi.on will be needed .over the next five years just t.o fund 
pr.ojects f.or th.ose department's that have capital .outlay pr.op.osals in the 
1989-90 Budget Bill. This am.ount d.oes not reflect all potential needs 
because the five year plans f.or all departinents with budget year requests 
are n.ot available ands.ome departments are excluded all t.ogether. F.or 
example, the University ?f Calif.ornia pr.ovides .only a partial three-~ear 
plan,. and . the C.ommumty C.olleges have n.ot aggregated the van.ous 
district plans int.o a statewide estimate. Our review .of the available plans 
iIidicates that there are several maj.or issues and pr.oblems c.oncerning 
capital .outlay that are c.onfrontiIig the Legislature. . 

Capital Outlay Planning Issues Facing the· Legislature 
A major issue that needs t.o be addressed is what the state's public 

facility capital .outlay needs are in view .of the state's current services and 
pr.ojeCted p.opulati.on. For example: 
...• Prisons. Over the past eight years, Calif.ornia's state pris.onp.opula

ti.on m.ore than tripled (t.o .over 76,000 inmates in January 1989) and 
is expected t.o reachUO,()()()' inmates by mid-1994. Based .on the 
Department of C.orrecti.on'~current pris.on .overcr.owding p.olicy, the 
state will need t.o spend an.other $1.5 billion to $2;0 billion f.or 
additi.onal pris.ons between n.ow and 1994-95 t.o acc.omm.odate this 
level . .of gr.owth. 
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CAPITAL OUTLAY SUMMARY-Continued-
• Higher Education. Enrollmentsinhigher education are expected to 

increase dramatically through the turn ofthe century. Accbmmodat~ 
ing this enrollment ~ require the expenditure of several billion 
dollars to expand eXIstmg campuses and J?erhaps add.s~veral cam-
puses throughout the three segments of hIgher education. . 

• State Office Buildings. Since 1978, the state has increased its l~asing 
activities for office space in order to house state employees~ F:or 
example, in Sacrainerito the amount of leased office space lias 
increased from 2.4 million square feet in, 1978 to 4.6 million square 
feet currently (a 92 .percent increase). In the same time' period tlle 
annual cost for leased space has increased more dramatically, 
increasmg by over 400 percent from $12 million to $56 million . 

. Changes Needed to Avert Current Problems. T()address these and 
other capital outlay issues, the state's planning processnee~s to look 
forward, beyond the budget year, iIla more comprehensive manner • 
. Specifically, the state needs to determine current, and future needs, set 
priorities for development and identify a financing 'plan for. priority 
projects. Implementation of such changes should avert some of the 
following problems that have been characteristic of the state's capital 
program to date: 

• Designing buildings when no funds are available to construct them 
resulting in outdated plans that must be redone at added cost when 
the building construction is finally financed. . . . 

• Leasing 'state office space whell it would be more fiscally prudent to 
construct statecowned space. . '. 

• Developing plans for new facilities,' especially in postsecondary 
education, when there is' no knOWIl fund source to complete' the 

- facilities. . . . . ..' 
• Sizing bond issues for voter consideration withoutadeguate informa

tion on projected program and facility needs, generally resulting in 
. undersized bond proposals. . . '.. . 
To assist the Legislature in its revi~wof the state's 1989-90 capital outlay 

program, we have pulled together the various programs into a separate 
section in our Analysis. In our review of the state's capital outlay 
program, we have summarized (to the extent inforplation is available) 
the status ofthe five-y~ar capital outlay plans for those agenciesJor which 
capital outlay funds are included in the budget. A summary of the 
proposed statewide program is provided below. 

Summary of 1989-90 Capital Outlay Program. 

. The Budget Bill .includes $715 million for capital outlay (excluding 
highways and the State Water Project) from all sources. The state's 
budget year capital outlay program is proposed to. be fi,nanced almost 
entirely from special funds and bond funds. . 
. Tidelands Revenues No Longer a Source of FUnl1.S. The Budget Bill 
does not include any financing, proposals for capital outlay from tidelands 
oil revenue. The major reason for this is the decline in tidelands oil 
revenue in both the current and budget years .. The 1988 Budget Act 
appropriations from tidelands oil revenue were based on an estimated 
1988~89 revenue of $115 million while the current estimate fOI_1988-89 
revenue is $80 million. Because the Special Account for Capital Outlay 
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(SAFCO) is the last fund to receive tidelands oil revenue, the estimated 
decline in revenue results in a $35 million reduction in the amount 
deposited in SAFCO in 1988~89. This reduction, coupled with an overex
penditure from SAFCO,leaves a·deficit of about $38 million as ofJune 30, 
1989. To compound this problem, the estimated revenue from tidelands 
oil in 1989-90 is only $50 million. Consequently, the Governor's Budget 
proposes to spend the 1989-90 revenues on the State Lands Commission 
support/operations budget ($12 million) and to eliminate the SAFCO 
deficit ($S8 million). For a more detailed discussion of this situation, 
please see our analysis of Control Section 11.50. 

Nearly $1 Billion Needed to Complete Proposed Projects. Table 1 
summarizes the proposed capital program and fund sources, by program 
area. As shown in Table 1, the estimated future cost to complete the 
proposed capital outlay program totals at least $965 million. The 
administration has not identified the fund sources necessary to complete 
this budget year program. 

Table 1 
1989-90 Capital Outlay Program 

(excluding Highways and the State Water Project) 
(dollars in millions) 

Program Area Bond Funds 
Legislative !Judicial! EXecutive ....................... . 
State and Consumer Services ........................ . 
Business, Transportation and Housing ............... . 
Resourcesb ••••..••••••••..••..•••••..••..••••••••••••.. $147.0 
Health and Welfare .................................. . 
Youth and Adult Corrections................... ...... 29.0 
Postsecondary Education: 

University of California. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 188.0 
California State University.......................... 181.9 
California Community Colleges.................... 111.1 
Maritime Academy ....................... ~......... 0.5 

General Government ................ ; ............... . 
Totals ............................................. :.. $657.5 

Special 
Funds 

$0.7 
6.8 

31.9 0 

17.5 

0.8 
$57.7 

• Departmental estimates to complete projects included in the Budget Bill. 

Estimated 
Future 
Cost" 

$5.8 
3.7 d 

31.2 
187.1 

289.2 
304.4 
129.7 

14.4 
$965.5 

b Includes funds previously or continuously appropriated that do not appear in the Budget Bill. 
e Includes $135,000 in federal funds. 
dEstimated costs to develop proposed property acquisitions for park and recreation purposes is not 

available from the responsible departments and therefore is not included in future costs. This future 
cost, however, will be substantial. 

Major Elements. The following is a brief summary of the major 
elements. of the proposed capital outlay program: 

• Business Transportation and Housing. About 50 percent of this 
program is to purchase leased facilities for the Department of the 
California Highway Patrol. The balance is for planning two new 
Highway Patrol offices and for relatively small projects in the 
Departments of Motor Vehicles and Transportation . 

• Resources. Most of the capital outlay proposals in this area are for 
acquisition of lands to preserve or restore natural habitat, and 
acquisition and development of lands for recreational purposes. 
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CAPITAL OUTLAY SUMMARY-Continued 
• Health and Welfare. Nearly all of this program is to continue various 

improvements at Atascadero and Metropolitan State Hospitals. Pro
posed fundirig for this program is from the Cigarette and Tobacco 
Products Surtax Fund. 

• Youth and Adult. Correctional. This includes $21 million for'various 
alterations at existing prisons and $8 million for the Department of 
the Youth Authority. Most of the latter amount is for property 
acquisition and planning for a new 1,800-bed institution. Thesefunds 
are from the 1988 General Obligation Bond program. The Legisla
hIre has yet to receive a 1989-90 funding request for any new facilities 
from the Department of Corrections. 

• Postsecondary Education; The capital outlay program for postsec
ondary education makes up 66 percent of the Governor's proposed 
capital outlay program for 1989"90. This $482 million proposed 
program includes over 180 proposals to plan, construct and/ or .equip 
a wide range of projects to alter existing or build new facilities. Of the 
proposed amount, 36 percent is from general obligation bonds 
approved by the voters in November 1988. The remaining 64 percent 
is from revenue bonds for which the "revenue" is the state General 
Fund. In addition to this amount, the Governor proposes $500,000 in 
PC's support/operations budget (Item 6440) for planning three new 
campuses and $521,000 in CSU's support/operations budget (Item 
6610) to initiate the process to turn the San Marcos Center (San 
Diego County) into a full-service campus. 

As discussed in detail below, the financing of the state's capital program 
is very dependent on bond financing. Recent legislative changes will 
reduce the amount of funds available for construction in order to pay 
specified interest costs from this source. 

Financing Capital Expenditures 
As shown in Table 1, bond funds provide the overwhelming majority of 

the funding requested for capital outlay in 1989-90. Bond funds also 
provide state support for local capital outlay projects, such as schools, jails 
and parks. The state will borrow the money to pay for these expenditures 
(primarily by selling bonds) and repay the borrowed amounts, including 
interest, with future tax revenues over roughly the next 20 years. 

General Obligation and Lease-Revenue. Bonds. The most familiar 
method of borrowing is by issuing general obligation bonds, which are 
backed by the state's taxing power, and must be approved by the voters. 
Debt service payments (principal and interest) on these bonds' are 
continuously appropriated from the General Fund. In addition, the 
Legislature has authorized the State Public Works Board to issue 
lease-revenue bonds to finance certain categories of facilities, particularly 
buildings for the higher education segments and prisons. Like general 
obligation bonds, lease-revenue bonds are repaid by the General Fund, 
although they do not pledge the state's ·taxing power or require voter 
approval. Instead, the bonds are repaid through the mechanism of lease 
payments appropriated in individual departmental support budgets each 
year. 

Short-Term Borrowing. Since the passage of the federal Tax Reform 
Act of 1986 (TRA 86), short-term borrowing has been used to finance 
most capital outlay expenditures before bonds are sold. This is because 
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TRA 86 severely restricts the investment of temporarily idle hond 
proceeds. Violating tllese requirements could result in the bonds losing 
their federal tax exemption. Since the precise timing of payments to 
contractors and other project costs is difficult to predict, the State 
Treasurer usually sells bonds only after project payments have been 
made. . . 

Initial bond program expenditures are covered by loans from the 
Pooled Money Investment Account (PMIA). The loan principal is repaid 
from the bond proceeds when the bonds are sold. Until recently, the. 
interest on the loans was paid by the General Fund for most general 
obligation bond programs. Chapter 984, Statutes of 1988, (SB 2172, 
Campbell) now requires the interest to be paid from the bond proceeds 
for most programs. Chapter 984,.an urgency measure, became effective 
in September 1988.. . . 
. Interest Costs Reduce Available Bond Funds. The State Treasurer's 

Office estimates that a total of about $155 million of interest on PMIA 
loans will be charged to bond funds dpring the current year and 198.9-90. 
Consequently, $155 million of the proceeds of future bond sales will be 
used to pay interest to the PMIA rather. than for direct program 
expenditures, such as the construction costs of postsecondary education 
facilities and prisons. Interest on PMIA loans in future years will reduce 
available bond funds even further. 

General Fund Debt-Service Costs in 1989-90 
Table 2 lists the total General Fund costs of debt service in 1989-90 and 

compares the amounts included in the Governor's Budget estimates with 
projections of these costs made by the State Treasurer's Office. As shown 
in the ~able, the Treasurer's Office projections indicate a total debt
service cost of .about $730 million in 1989-90, which is $43 million more 
than the budget esfu,nate~ . 

Table 2 
. 1989-90 General Fund Debt Service Costs 

Comparison of Governor's Budget with 
Treasurer's Office Projections 

(dollars in millions) 

Principal and interest on general obli~ation bonds .. 
General Fund interest on PMIA loans ............. . 
Revenue bond lease paymentsc •....••..•.•....••..••. 

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

Budget 
Estimates 

$609.8 
4.0 

72.4 
$686.2 

a Includes accrued interest on bonds sold in the last h:lJ.f of 1988-89. 

Treasurer's 
Projection .. 

$627.8" 
14.4 
87.4 

$729.6 

Difference 
$18.0 
. 10.4 

15.0 
$43.4 

b Net interest cost *emdsh* the difference between interest charged on the loans and interest earned on 
idle loan funds. 

C Only amounts related to debt service are included *emdsh* principal, interest, and trustee fees. 

Principal and Interest on General Obligation Bonds. The budget 
estimate consists of (1) scheduled payments on existing bonds and (2) 
estimated payments on new bonds that will be sold through 1989-90. For 
the second component of the estimate, the Department of Finance used 
a projection of bond sales prepared by the Treasurer's Office, based on 
spending estimates provided by various departments. The Treasurer's 
Office projects that bond sales will total $2.2 billion from January 1, 1989 
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CAPITAL OUTLAY SUMMARY-Continued 
through June 30, 1990. In preparing the budget estimate, however, the 
Department of Finance reduced the ahlountof bond sales projected by 
the Treasurer's Office by $600 million by assuming that departments 
would not be able to spend money as quickly as they had estimated~The 
savings in principal and interest costs assumed in the budget because of 
the smaller volume of bond sales was partially offset, however, by a 
timing error that overstated interest charges for the new bonds. The.J:iet 
result is that the cost projected by the Treasurer's Office· is $18 million 
more than the budget estimate. 

General Fund Interest on PMIA Loans. The General Fund continues 
to pay the interest on PMIA loans for two categories of bond funds. 
Chapter 984 specifically exempted certain bond funds, such as the park 
and wildlife bonds authorized by Proposition 70, from paying interest on 
PMIA loans. Also, some bond acts do not authorize the use of bond 
proceeds to pay interest, and the General Fund musfpay the interest in 
those cases. The Department of Finance estimates a cost of $4 million in 
1989-90 to pay interest on PMIA loans, which is $10.4 million less than the 
Treasurer's projection. The primary reasori for the difference is Finance's 
assumption that bond program spending will be slower than the depart
mental estimates, and consequently the need for loans will be less than 
the Treasurer's Office projects. 

Revenue Bond Lease Payments Deferred to Future Years. The budget 
requests a total of $72.4 million in 1989-90 for lease· payments to. cover 
debt service oil Public Works Board lease-revenue bonds. Most of this 
money is for the Department· of Corrections ($53.7 million) and the 
University of California ($15 million). The Treasurer's Office estimates 
that an additional $15 million would be needed in 1989-90 to make lease 
payments on revenue bonds that normally would be sold during the last 
half of the current year to finance recently completed projects. The 
administration, however, intends to postpone the sale of these bonds in 
order to defer these lease payments into future years. Meanwhile, the 
PMIA loans that have been used to finance these projects on an interim 
basis will accrue additional interest, so that eventually a larger amount of 
bonds will have to be sold to cover this increased cost. As a result, future 
lease payments will be larger than they would be if the revenue bonds 
were sold now. . 

Our review of the individual capital outlay requests follows. 
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DEPARTMENT OF CONSUMER AFFAIRS-CAPITAL OUTLAY 

Ittmll655-30l from the 
. . Consumer Affairs Fund Budget p. SCS 94 

Requested 1989-90 ... : ..... , ............................................................... . 
Recomri:lended approval .............................................................. . 
Recommended reduction .................................... : ....................... . 

OVERVIEW OF THE BUDGET REQUEST 

$568,000 
118,000 
450,000 

. The budget includes f~ds for the following two capital outlay projects 
for the Department of Consumer Affairs (DCA) : 

• a minor capital outlay project ($118,000) to construct a handicap 
access ramp into the department's headquarters in Sacramento, and 

• $450,000 for preliminary plans, working drawings and construction to 
modify restrooms and drinking fountains within DCA's Sacramento 
office and adjoining annex for handicap access. 

Five-Year Capital Outlay Plan. Although the State Administrative 
Manual requires departments to annually prepare a five-year capital 
outlay plan, DCA last submitted such a plan to the Legislature in 
November 1986. This submittal was in response to a specific legislative 
directive in the 1986 Budget Act. According to that plan, in addition to 
the projects requested in the budget, DCA was to request funds . in 
1989-90 to upgrade the electrical system in the headquarters buildmg and 
annex (estimated cost of $1.0 million). The budget does not include this 
request. 

ANALYSIS AND RECOMMENDATIONS 
Minor Project 

We recommend approval. 
The budget includes $118,000 for construction of a handicap access 

ramp at DCA's headquarters. 

Sacramento Office Buildil)g-Handicap Access and Modifications 
We recommend deletion of the $450~()()() requested under Item 1655-

301-702 for modifications to the DCA Office Building/Annex because 
the department lias not justified the need for the. project or the specific 
scope/cost. (In our analysis of DCA s support budget, we recommend 
transferring excess Consumer Affairs Fund balances to the General 
Fund. and various special funds~ including the $450~()()() savings result
ing from this recommendation.} 

The budget includes $450,000 for preliminary plans, working drawings 
and construction to (1) make restrooms handicap accessible and (2) 
modify 60 drinking fountains to comply with current code requirements 
at the department's headquarters building and adjoining annex. At the 
time this analysis was prepared, the department· had not provided the 
Legislature with any information either (1) identifying which restrooms 
are to be altered, (2) specifying the extent of alteration to be done or (3) 
substantiating' the cost estimate ($450,000). 

Moreover, the departrrient has not justified the need for the project. 
Alterations already have been made to provide handicap' accessible 
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DEPARTMENT OF CONSUMER AFFAIRS-CAPITAL OUTLAy.;...;;.continued 
restrooms on three of the building's six floors, resulting in handicap 
acc,essibility comparable to other state buildings. The department has not 
provided any reason for modifying all 60 drinking . fountains in the 
building other than the fact that modifications are needed to comply with 
current building codes. The main building and annex were built in 1939 
and 1948, respectively. Since codes (which are int~nded to apply tonew 
buildings and major alterations) typically change every several years, it is 
common for buildings of even moderate age to be out of compliance with 
many code requirements. The state is not systemically upgrading drink
ing fountains in other buildings to meet code requireIIlepts. It is not Glear 
why it should be necessary in the DCA buildings.' . • " 

In view of the above, we recommend deletion of the $450,OOOrequest. 
The savings resulting from this recommendation ($450,000), if adopted, 
would iiicrease the surplus iii the Consumer Affairs Fund. In bur analysis 
of DCA's support budget, we recommerid transferring excess Consumer 
Affairs 'Fund balances to the General Fund and various speCial funds. The 
amount recommended for transfer includes the' $450,000 saved by 
deleting this project. '. 

DEPAR"T:MENT OF GENERA{SERVICES:-CAPITAL OUTLAY 
. . "." . 

Item 1760-301 from the Service 
, ,'RevoJ\Ting Fulld . Budget p. SCS 136 

Requested 1989-90 ......................................................................... . 
Recommended approval .......................................... ,., ........... , ........ . 

$92,000 
92,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Analysis 

page 

1. Financing Plan for'Five~Year Capital 'Outlay Plan., Recom
mend the department submit to the Legislature,' prior to 
budget ,hearings, a proposed financing' plan to implement 
the capital improvements identified in the, department's, 

, five-y~ar capital outlay plan.t' 

GENE'RAL 'PROGRAM STATEMENT , .", 
-, , ,.~ '. : .' ," .. ,:,.,\ :." 

f=ive-Year Capital Outlay Plan 

1007 

The major thrust of the Department of General Services' (DGS) 
capital outlay program includes (1) construction and renovationof.state 
office buildings for us~by General Ftmd"supported agencies, ,and' (2) 
construction of or addition to other facilities which serve multiple state 
agencies (such· as the Sacramento Central Plant,' parking structures, and 
storage facilities)., " .' , , ." . 
. ' Table 1 shows that the, department plans design and construction 

activities totaling $643 million . over the next five years,iIlcluding state 
office buildings iii -Sacramento; state office puildings in other areas, other 
facilities (parking structures and a Central Plant cogeneration facility), 
and minor capital outlay. The plan would add 2.4 million net square feet 
,of state-owned office space and 900 to 1,100 parking spaces in Sacramento. 
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It would also add 246,000 net square feet of state-owned office space in 
other areas of the state. . 

.Table 1 
Department of General Services 

Five-Year Capital Outlay Plan 
1989-90 through 1993-94 
(dollars in thousands) 

Project Category 1989-90 1990-91 1991-92 
Sacramento Office Buildings .......... $51,600 $82,850 $60,780 
Other Office Buildings ................ 9,050 71,200 1,950 
Other Facilities ........................ 51,890 6,750 400 
Minor Capital Outlay .................. 600 600 600 
Totals .............................. : ..... $113,140 $161,400 $63,730 

1992-93 1993-94 Totals 
$164,530 $63,630 $423,390 

7,190 63,650 153,040 
4,600 200 63,840 

600 600 ·3,000 
$176,920 $128,080 $643,270 

The priority of construction projects in the plan is determined through 
Office of Project Development and Management (OPDM) facility plans 
for consolidation of state office space. The OPDM has developed facility 
plans for 36 planning areas around the state, and updates these plans at 
least once every five years. While we understand from conversations with 
department staff that several specific criteria are used in setting priorities 
for construction proposed in thE;lse facility plans, these criteria are not 
included in the department's five-year plan.· . 

ANALYSIS AND RECOMMENDATIONS 
We recommend that, prior to budget hearings; the department submit 

to the Legislature a proposed financing plan to implement the capital 
improvements identified in the department's five-year capital outlay 
plan. . .. 

Five-Year Plan Does Not Provide Sufficient Information. As noted 
above, the department's five-year plan does not include the criteria used 
by the department in determining the priority order of construction 
projects: We recommend that the department provide the Legislature 
with more complete information by including these criteria in its plan, 
along with a discussion of how each proposed project meets these Griteria. 
The Legislahue will then have sufficient information to judge whether 
the priorities :presented in the plan match its own priorities;-

The Budget Does Not Support the: Departfnent's Capitdl0utlayPlan. 
The budget requests· $92,000 for ininor alteratibIls at the State Priming 
Plant. The budget, however, does not include funds for DGS· major 
capital outlay projects~ In part, this is because there are no funds available 
for new projects from the Special Accounlfor Capital Outlay (SAFCO), 
which has in the past supported capifal. outlay for General Fund
supported agencies. Moreover, the department· has historically not 
proposed. construction funding for projects which it has designed. 

Consequently, the budget makes no provision of constn,lctionfunds for 
five stale office building projects which have been in the planning stages 
for up to 10 years; Table 2 shows that since 19.78~79 the Legislature has 
appropriated $4.8 million for preliminary planning of these projects. 

:·l 
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DEPARTMENT OF GENERAL SERVICES-CAPITAL OUTLAY-Continued 
Table 2 

Department of General Services 
Planning of Major State Office Buildings 

1978 through 1988 
(dollars in thousands) 

Building 
Secretary of State/ Archives (Site 7) ....... . 
Franchise Tax Board II ..................... . 
Board of Equalization (Site 4) ............. . 

Waste Board/Lands Commission 
(Site I-D) .............................. . 

Year 
Preliminary 

Plans 
Funded 

1988 
1985 
1978 
1984 

Amount 
Appropriated 

$1,700 
841 
581 
500 

Year 
Construction 

Proposed 
1990-91 
1989-90 

1991-92 

State Library (Site 5) ....................... . 

1978 
1984 
1978 
1984 

235 
87 

287 
526 

Not Proposed 

1989-90 
Totals ............................. ; .......... . 

a Based on the department's five-year capital outlay plan. 
b The department no longer intends to develop this site. ' 

$4,757 

Estimated 
'Future 

CO,st' 
$76,000 
28,000 

55,000 

,21,000 
$180,000 

b 

The State Has Leased Needed Space in Sacramento, Instead of 
Constructing It. As a result of limited capital outlay spending over the 
past 10 years, the state has relied increasingly on leased space. For 
example, the state leased 2.4, million n.e,t squar,. e fe,et, of office sp. ace in 
Sacramento County in 1978, and currently leases 4.6, million net square 
feet, an increase of 2.2 million square feet, or 92 percent. Over the same 
period of time, the amount of state-owned office space in Sacramento 
County has grown much more slowly, from 3.6 million to 5.3 million net 
square feet, an increase of 1.7 million square feet, or 47 percent. Since 
1978, the annual cost of state leased office space in Sacramento County 
has more than quadrupled, rising from $12.1 million per year to $55.5 
million per year as of July 1988. 

In general, leasing space for long-term occupancy is ,more expensive 
than constructing and owning the· .same amount of space. If state 
government continues to offer its current level of service to the people of 
California, and continues to require a similar number of employees to 
support this level of serviCe, continued reliance on leasec;l SPace tohouse 
almost one-half of these employees is not in the best economic interests 
of the state. 

The D,epartment Should Propose a Financing Plan for Securing New 
State-Owned Office Buildings. In view of the demand for space to house 
state activities and the rapidly rising cost to the state for annual lease 
obligations, we recommend that the department develop a financing 
plan for securing state-owned office buildings. This' information is 
necessary to assist the Legis~ature ~ developing its funding stra~egies to 
meet these and other stateWIde capItal needs. Moreover, a financmg plan 
would help the Legislature ensure that funds appropriated for planning 
will result in construction ofa new building ina timely fashion. 
Otherwise, expenditure of the planning funds results in the preparation 
of design documents that must be revised or completely redesigned to 
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account for changes in requirements for both the building codes and the 
building occupants. For example, the projects listed in Table 2, except the 
Site 7 project, have been delayed for such a long period of time that 
additional appropriations will be required for redesign. Moreover, the 
department indicates that it no longer intends to develop Site I-D. Thus, 
at least $322,000 and an unknown, but potentially significant, portion of 
the remaining $2.7 million previously appropriated for these projects is a 
sunk and unrecoverable cost. 

Finally, timely submittal of the information is particularly important as 
the Legislature evaluates the need to place bond measures on the ballot 
in the June 1990 election. 

Budget Request 
We recommend approval. 
The $92,000 proposed project makes. necessary minor alterations to 

provide more suitable office space for a graphic design unit at the State 
Printing Plant. The scope and cost of this project appear reasonable .. 

DEPARTMENT OF VETERANS 
AFFAIRS-REAPPROPRIATION-CAPITAL OUTLAY 

Item 1970-490 from the General 
Fund, Special Account for 
Capital Outlay, and from the 
Federal Trust Fund Budget p. SCS 166 

Requested 1989-90 ....... , ................................................................... . 
Recommended approval .............................................................. . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$4,817,000 
4,817,000 

Analysis 
page 

1. Wing E and Wing AA-Reappropriation. Recommend that, 1011 
prior to budget hearings, the department provide the Leg
islature with a plan to finance the cost of'design review/re
visions that are required before construction can begin at 
these hospital wings. 

GENERAL PROGRAM STATEMENT 
Five-Year Capital Outlay Plan 

The Department of Veterans Affairs' capital outlay program includes 
renovation of the California Veterans Home in Yountville, and planning 
of long-term care facilities for veterans in southern California. The 
California Veterans Home provides long-term care for qualified veterans, 
ranging from dormitory living to skilled nursing. A newly constructed 
acute care hospital also serves members of the Home. As directed by Ch 
1240/88 (AB 2(0) ,the department is planning facilities that would offer 
similar services in southern California . 
. Table 1 shows that the department plans renovation activities of 

approximately $19 milli<m in state funds at the Veterans Home in 
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DEPARTMENT OF VETERANS AFFAIR~REAPPROPRIATION~APITAL 
OUTLAY-Continued 
Yountville over the next five years. With limited exceptions, the cost of 
proposed renovations are to be shared by the state (35 percent) and the 
federal government (65 percent). The costs shown in Table 1 reflect only 
the state's share; Renovation of the Home proceeds according to a Master 
Plan established in 1979 and modified numerous times siIice. Table 1 also 
shows that the department plans to complete renovation of the Home in 
1993-94. 

Table 1 
Department of Veterans Affairs 

Five-Year Capital Outlay Plan 
1989-90 through 1993-94 

(dollars in thousands, state funds only) 

Project 198fJ.9(} 1990-91 1991-92 1992-9:J 
VeteranS Home of Califorilia: 

Skilled nursing wings ~ .. ~ .............. $1,210 $1,728 $1,260 
Intermediate care wings ............. 1,182 $1,068 
Dormitories ........................... 1,155 851 
Other .................................. 1,314 1,699 375 7,005 

Subtotals ............................ ($3,679) ($4,278) ($2,817) ($8,073) 
Veterans Home of Southern California 

(Ch 1240/88) ....................... $783 
Totals .................................... $4,462 $4,278 $2,817 $8,073 

1993-94 Totals 

$4,198 
2,250 
2,006 

10,393 
($18,847) 

$783 
$19,630 

In addition, the department plans to spend $783,000 of. $2.2 million 
appropriated by Ch 1240/88 for planning of long-term care facilities in 
southern California. The department expects to adopt a spending plan for 
this appropriation and develop a long range capital outlay plan for these 
facilities based on a consultant report that will be available iIi mid
February 1989. The consultant will make recommendations concerniIig: 

• Number of sites 
• Bed capacity of sites 
•. Locations of sites . . 
• Preliminary estirn.ates of construction costs and schedules 
• FiIiancing options 

OVERVIEW OF THE BUDGET REQUEST 
The budget requests reappropriation of $4.8 million from the Special 

Account for Capital Outlay ($1.5 million) and the Federal Trust Fund 
($3.3 million) for renovation ofWiIigs Eand AA, two projects which have 
been delayed from the current year to" the budget year. Moreover, the 
budget does not request funds for any of the· California Veterans Honie 
projects that the department's five-year plan proposes for the budget 
year. The resulting delay of projects iIi the budget year will delay all 
projects iIi the department's .plan by. one year. In most cases, the 
beginniIig of a renovation project at the Home is contingent on the 
completion of another, because II].embers must be moved t~mporarily to 
accommodate construction activity. 

This delay could be to the depa.rtment's advantage: It coUld Provide the 
departme. nt with time for a much needed review of its capital project 
delivery program which has experienced delays and, cost overrUns iIi 
recent years. The department should use this time to develop and 
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propose management improvements that will help deliver future 
projects in a timely manner and within the budget approved by the 
Legislature. 

ANALYSIS ANDRECOMMENDA TlONS 

Department Should Expedite Review of Working Drawings for Wings E 
and AA 

We' recommend approval of the proposed reappropriations. 
Wlfurther recommend thatthe department provide the Legislature, 

prior to budget, hearings, 'With "a plan to finance the cost o/design 
review/revisions that. are required before construction can begin for 
Wing E and Wing AA at the California Veterans Home. 

The Legislature reappropriated construction funds for renovation of 
Wing E and Wing AA of the Home in the 1988 Budget Act. Moreover, the 
federal Department of Veterans Affairs approved ~atching federal 
construction funds for these projects in October 1988. The Department of 
Finance, however, has not authorized the department to go to bid on 
these projects, pending a review of working drawings to assure that the 
drawings accurately reflect the site ,and structural conditions of the 
facilities to be renovated. Consequently, the construction phase of tl;l.ese 
two pr<;>jects will not begin in the current year, ,and the budget requests 
the reappropriation of construction funds. These projects have been 
approved previously by the Legislature and we recommend approval of 
the proposed reappropriations. 

We share, however, the Department of Finance's concern about the 
accuracy of the working drawings for these projects. Errors in the design 
of projects already under construction at the Home have resulted in 
numerous augmentations of construction appropriations. For two 
projects, such augmentations have increased the state's share of construc
tion costs by about 40 percent. Our conversations with department staff, 
however, indicate that. no provisions have been made for funding the 
required review of working drawings in either the current year or in the 
budget year. 

The department should expedite this review of working drawings. 
Renovation of Wings E and Akhas already been delayed for a year and 
a half. Moreover, the memorandum of agreement between the depart
ment and its federal counterpart specifies that the department enter into 
a construction contract immediately upon receipt of approval for federal 
matching ~ funds (October 1988, in this case). While federal officials 
indicate that there is some allowance for delay, they cannot ,guarantee 
continued support of a dormant project in the face of competing 
demands for funds from veterans homes in other states. Consequently, in 
the interest of moving forward with these projects, the department 
should, prior to budget hearings, (1) inform the Legislature of what the 
required design review will cost and (2) present a plan for financing this 
cost. 
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DEPARTMENT OF TRANSPORTATION-CAPITAL OUTLAY 

Item 2660-311 from the State 
Highway Account, State 
Transportation Fund Budget p. BTU 88 

Requested 1989-90 ......................................................................... . 
Recommended approval .............................................................. . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Five-Year Capital Outlay Plan. Recommend that the depart

ment submit a comprehensive five-year capital outlay plan 
for its administrative facilities, including a proposed financ-
ing plan for any identified capital improvements. 

GENERAL PROGRAM STATEMENT 

Five-Year Capital Outlay Plan 

$631,000 
631,000 

Analysis 
page 

1013 

This analysis addresses the Department of Transportation's (Caltrans) 
capital outlay program for administrative facilities. These facilities in
clude the department's headquarters buildings in Sacramento and its 
office buildings in 11 districts (the District 12 office building is currently 
leased by the department). 

Table 1 shows that the department plans to spend $28.7 million over 
the next five years to construct additional office space ill eight districts. In 
addition, Ch 1472/88 (SB 2381, Deddeh) authorized the department to 
acquire or construct an office building in District 4 (San Francisco' Bay 
Area). We estimate that this facility; which is to be financed through 
lease-revenue bonds or other forms of debt obligation, could cost up to 
$250 million over a period of 25 years. 

Table 1 
Department of Transportation 
Five-Year Capital Outlay Plan 

1989-90 through 1993-94 
(dollars in. thousands) 

Projects (added office space) 1989-90 1990-91 1991-92 1992"93 
District 2 (Redding)................... $2,000 
District 3 (Marysville) ................ . $4,500 
District 5 (San Luis Obispo) ......... . 2,000 
District 6 (Fresno) ....... , ........... . 2,756 
District 8 (San Bernardino) .......... . 2,500 
District 9 (Bishop) .................... . 2,100 
District 10 (Stockton) ................ . 2,500 
District 11 (San Diego) .............. . 6,662 
Minor capital outlay .................. . 909 650 $700 $700 
Totals ................................... . $16,927 $9,650 $700 $700 

1993-94 Totals 

$700 

$700 

$2,000 
4,500 
2,000 
2,756 
2,500 
2,100 
2,500 
6,662 
3,659 

$28,677 

The five-year plan submitted by the department is unrealistic because 
it assumes that the department will receive design and construction 
money for each facility in a single appropriation. The Legislature 
ordinarily does not provide construction funds for a major capital outlay 
project until preliminary plans have been funded and reviewed. Thus, 
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appropriations for eacheof the projects lloted in the departmenfs plan 
would occur in phases spread over a two- to thretf~ye~r period. Moreover, 
the department's plan does not provide any information which links the 
proposed projects to program-related needs and does riot indicate the 
priority order of these projects. e e 

OVERVIEW OF THE BUDGET REQUEST 

The budget requests $631,000 for seven minor capital outlay projects. 
The budget does not inClude furids for any of the four major capital outlay 
projects scheduled for 1989-90 in the department's five-year plan. In 
allocating limited State Highway Account funds for the budget year, the 
department considered these office projects a lower priority than state 
highway projects. e - e e 

ANALYSIS AND RECOMMENDATIONS 

Department Should Present a Revised Five-Year Plan 

We recommend that, prior to budget hearings, the department submit 
to the Legislature a revised, comprehensive five-year capital outlay 
plan for its administrative facilities. 
, .. According to Caltrans, the 1988 Budget Act increased by appr~ximat~ly 
990 the number of staff located in headquarters and district· office 
facilities. While the 1989-90 budget requests a net increase of 431 
personnel-years for Caltrans, the department has not yet .developed an 
assessment of the effect of this proposal on its district office facilities. In 
a- May 1988 letter to the Joirit Legislative Budget Committee, the 
department indicated two primary strategies fore meeting the increased 
demand on its existing state-owned office space: (1) lease additional 
space andlor consolidate existing leases into a smgle, long-term lease, and 
(2) use state-owned space more effectively by installing modular furnish
ings. In September 1988, however, the department presented its five-year 
capital outlay plan, which simply consisted of a table similar to Table 1, 
proposing the construction of additional state-owned office space in the 
eight districts most severely affected by the increase in positions. As 
indicated above, however, no funds are inCluded in the budget for the 
proposed projects. 

Consequently, we recommend that Caltrans, prior to budget hearings, 
provide an updated five~year capital outlay plan for its administrative 
facilities. The plan should list any proposed projects in priority order, list 
the criteria used to determine priorities, and inClude a discussion of how 
each proposed projeCt meets these criteria. Moreover, the plan should 
propose e alternatives- for financing any proposed construction of state
owned office space. This information is necessary to assist the Legislature 
in developing its funding strategies to meet these and other statewide 
capital needs. Timely submittal of the information is particularly impor
tant as the Legislature evaluates the need to place bond measures on the 
hallot in the June 1990 election. . e 

Minor Capi,aIOutlay· 

We recommend approval. 
The budget requests $631;000 fo fund seven minor projects. The escope 

and cost of these projects appear reasonable. e - e e·e -
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DEPARTMENT OF ·TRANSPORTATION-CAPITAL OUTLAY-Continued 
Supplemental Report· Language 

For purposes of project definition and control, we recommend that the 
fiscal committees adopt supplemental report language. which describes 
the scope of each of the capital outlay projects approved under these 
items. 

DEPARTMENT OF THE CALIFORNIA HIGHWAY 
PATROL':""CAPITAL OUTLAY AND CAPITAL 

OUTLAY REVERSION 

Items 2720-301 and 2720-495 
from the Motor Vehicle 
Account, State Transportation 
Fund Budget p. BTH 109 

Requested 1989-90 .............. , ....................................................... , .... . 
Recommended approval ...................... , ......................................... . 
Recommended reduction .........................•.................................... 

SUMMARY OF MAJOR ISSUES AND REC.OMMENDATIONS 

$5,163,000 
5,070,000 

93,000 

Analysis 
page 

1. San Francisco Replacement Facility-Preliminary Plans. 1016 
Reduce Item 2720..,301-044(6) by $93,000. Recommend dele-
tion of preliminary plans for a new facility, because renova-
tion of an existing facility meets program needs in a more 
cost-effective manner. 

GENERAL PROGRAM STATEMENT 

Five-Year Capital Outlay Plan 

The major thrust of the Department of the Qalifornia Highway Patrol 
(CHP) capital outlay program is provision of new and replacement area 

. offices to house traffic officers who carry out the various law enforcement 
missions of the department. A long-range goal of the program is to 
provide new facilities for·the department's headquarters staff and central 
logistical operations. 

Table 1 shows that the department plans design, construction, and 
acquisition activities totaling $84.5 million over the next five years. The 
department plans to devote over one-half of this amount to construction 
and acquisition of three new and 29 replacement area offices. In aU but 
two cases, the department proposes lease with option to purchase 
financing for these facilities. The department proposes to devote the rest 
of this amount to new headquarters office and logistical facilities in 
Sacramento, an additional skid facility at the HighwayPatrol Academy in 
Sacramento, and minor capital,outlay. 
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Table 1 
Department of the California Highway Patrol 

Five-Year Capital Outlay Plan 

Projects 
New area offices ...................... . 
Replacement area offices ............. . 
Headquarters ......................... . 
Academy .............................. . 
Minor capital outlay .................. . 

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

1989-90 through 1993-94 
(dollars in thousands) 

1989-90 1990-91 1991-92 1992-93 

$4,006 
700 
686 

1,000 

$6,392 

$6,287 
1,395 

. 1,000 

$8,682 

$4,412 
25,252 $6,416 
27,326 

1,000 

$57,990 

1,000 

$7,416 

OVERVIEW OF. THE BUDGET REQUEST 

1993-94 

$3,012 

1,000 

$4,012 

Totals 
$4,412 
44,973 
29,421 

686 
5,000 

$84,492 

The budget requests $5,163,000 from the Motor Vehicle Account, State 
Transportation Fund for the CHP 1989-90 capital outlay program. This 
includes seven major and 11 minor projects ($200,000 or less per project). 
These projects are summarized' in Table 2. The budget also requests 
reversion of $478,000 appropriated for a major capital outlay project in 
1987-1988, but not expended; 

Table 2 
Department of the California Highway Patrol 

19~90 Capital Outlay Program 
Item 2720-301-044 

(dollars iI, thousands) 

Sub- Budget 
Item Bill 

Project Location Phase" Amount 
(1) Minor projects ..................... Various c $451 
(2) Academy skid pan ................. Sacramento c 686 
(3) Purchase leased facility ........... Garberville a 1,001 
(4) Purchase leased facility ........... Redding a 1,804 
(5) Purchase leased facility ........... Red Bluff a 1,015 
(6) Replace field office ................ San Francisco p 93 
(7) Replace field office ................ Central Los angeles p 93 
(8) Property options and appraisals .. Various a 20 

Total ............................... $5,163 

a Phase symbols indicate: a = acquisition, c = construction, p = preliminary plans. 

Estimated 
Future 

Cost 

Unknown 
$2,864 

Unknown 

As discussed in our analysis of Item 2720~001-044, the department has 
also requested authorization to enter into lease with option to purchase 
agreements for 12 new -and replacement area offices. According to the 
department's five-year plan, such an authorization would result in future 
capital acquisition costs in excess of $24 million. The department, 
however, has neither justified these facilities on a program basis nor 
provided information to substantiate the cost estimates provided in the 
five-year plan. Consequently, we have recommended deletion of the 
Budget Bill language in Item 2720-001-044 that would provide the 
requested authorization. 

ANALYSIS AND RECOMMENDATIONS 
Projec.s Recommended. for Approval 

We recommend approval of the following projects. 

33-78859 
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DEPARTMENT OF THE CALIFORNIA HIGHWAY PATROL-CAPITAL 
OUTLAY AND CAPITAL OUTLAY REVERSION-Continued 

Minor Projects-Item 2720-301-044(1). The budget requests $451,000 
for 11 minor projects, ranging from $188,000 to install vehicle hoists at 10 
area offices to $4,000 to install a fuel service island at the Santa Rosa field 
office. The scope and cost of these projects appear reasonable. . 

Academy's New. Skid Facility-Item 2720-301-044(2), and Item 2720-
495-Reversion. The budget requests $686,000 to construct an additional 
skid pan at the CHP Academy. This facility would be used to train cadets 
to overcome a skid in front wheel drive vehicles. The current skid pan is 
inadequate for this purpose. 

The Legislature appropriated $478,000 for this project in 1987-88. The 
low bid for this project, however, was significantly higher than this 
amount. Our analysis indicates that the scope of the proposed project is 
the same as approved by the Legislature in 1987-88. The budget, 
appropriately, requests reversion of the previously appropriated $478,000 
to the unencumbered balance of the State Highway Account. 

Central Los Angeles Replacement Facility-Preliminary Plans 
-Item 2720-301-044(7). The budget requests $93,000 for preliminary 
plans to construct a new field office in central Los Angeles. The estimated 
future cost of this project is $2,864,000. The proposed facility, a single-floor 
structure with capacity for 130 CHP officers and 20 support staff, would 
replace 17-year old "temporary" modular units. We concur with the 
administration that the existing facilities are no longer adequate in 
structure or capacity to support the mission of the central Los Angeles 
office, and should be replaced. 

Purchase of Three Leased Facilities. The budget requests a· total of 
$3,840,000 for the purchase of three area offices occupied by the 
department under a lease with purchase option agreement ($3,820,000), 
and for securing appraisals and options on sites for future construction 
($20,000). The location and purchase price of each office is summarized 
in Table 2. Our analysis indicates that each acquisition is financially 
beneficial to the state. The cost Of purchasing and maintaining each 
facility is less than the present value of future lease payments. .. . 

The $20,000 for appraisals/options would finance site evaluations for 
replacement offices scheduled to be constructed and occupied on a lease 
with purchase option basis in 1990-91. 

San Francisco Replacement Facility . 
We recommend a reduction 0/$93,000 in Item 2720-301-044(6) to 

delete preliminary plans for a replacement area office in San Fran
cisco. 

The budget requests $93,000 for preliminary plans for a replacement 
area office in San Francisco. The proposed project would demolish the 
existing San Francisco field office and construct a new facility. While the 
department has not yet estimated the future cost of design and construc
tion of this facility, the facility would be of the same tYpe as the 
department is proposing to build in central Los Angeles at an estimated 
future cost of $2.9 million. 

Renovation of Existing Building Would Be Less Costly, Equally 
Effective. Our analysis indicates that renovation of the existing San 
Francisco field office would be a more cost-effective way of meeting the 
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department's program needs than construction of a new facility. The San 
Francisco area office, a 125-person staff, currently occupies the first floor 
of a state-owned facility at Eighth and Bryant Streets. The second floor is 
currently occupied by the CHP Golden Gate Division staff. The Golden 
Gate Division, however, will relocate in early 1989 to a newly constructed 
facility in Vallejo, leaving the upper floor vacant to serve the needs of the 
area office staff. The department acknowledges that the space in the 
existing building, with the availability of the upper floor, would be 
adequate for the needs of the area office. Moreover, our review of the 
existing facility with area staff indicates that necessary remodeling of the 
building interior could be accomplished without alteration of structural 
elements. 

We conclude that renovation of the San Francisco facility would render 
it adequate for the needs of the CHP area office staff. Such renovations 
would include some demolition and reconstruction of non-structural 
walls, and additional shower facilities to accommodate the traffic officers 
stationed at this location. Other needs at the facility, such as re-roofing 
and a new boiler, require replacement of existing building systems and 
should be addressed on a priority basis with other needs funded through 
the department's special repair budget. Our analysis indicates that the 
necessary renovation and repairs would. cost substantially less than 
construction of a new facility. We therefore recommend deletion of 
preliminary planning funds for a new facility. A proposal by the 
department for renovation of the existing San Francisco facility to 
accommodate the needs of area office staff would merit legislative 
review. 

Supplemental Report Language 
For purposes of project definition and control, we re.commend that the 

fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under this item. 

DEPARTMENT OF MOTOR VEHICLES-CAPITAL OUTLAY 

Item 2740-301 from the Motor 
Vehicle Account, State 
Transportation Fund Budget p. BTH 123 

Requested 1989-90 ......................................................................... . 
Recommended approval ........................... , ................................. .. 

GENERAL PROGRAM STATEMENT 

Five-Year Capital Outlay Plan 

$981,000 
981,000 

The Department of Motor Vehicles (DMV) capital outlay program is 
concerned primarily with renovation, replacement and construction of 
field offices from whichDMV personnel serve the public. Two other 
ongoing projects include correcting fire and life safety deficiencies in the 
department's Sacramento headquarters building, and preparing the 
headquarters for installation of a new computer system. 
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DEPARTMENT OF MOTOR VEHICLES-CAPITAL OUTLAY-Continued 
Table 1 shows that the department plans to spend approximately $16.5 

million over the next five years to provide a new security system for its 
headquarters building, to exercise purchase options for six leased field 
offices, and for minor capital outlay. . 

Table 1 
Department of Motor Vehicles 
Five-Year Capital Outlay Plan 

1989-90 through 1993-94 
(dollars in thousands) 

Projects 
Headquarters security •................ 
Field office acquisition ............... . 
Minor capital outlay .................. . 

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

1989-90 1990-91 1991-92 
$395 

586 
$981 

$3,400 
600 

$4,000 

$5,700 
600 

$6,300 

1992-93 

$4,000 
600 

$4,600 

1993-94 

$600 
$600 

Totals 
$395 

13,100 
2,986 

$16,481 

The DMV establishes priorities for construction of field offices based on 
population growth and traffic patterns in designated service areas, the 
number of staff required to serve this population, and the amount of 
space available in existing facilities to house the required staff and 
accommodate the public (based on State Administrative Manual stan
dards). It is the department's policy to lease field offices which serve 
small service areas (generally, facilities less than 5,000 net square feet in 
area), or areas with unstable population growth. In service areas which 
require a larger facility and where it appears that the department will 
continue to need such a facility to meet public demand for services, the 
department considers construction of a state-owned field office. In recent 
years, the department has relied primarily on lease with purchase option 
financing to secure its state-owned field offices. 
OVERVIEW OF THE BUDGET REQUEST 

The budget requests $981,000 in Item 2740-301-044 for the DMV capital 
outlay program for 1989-90. This amount includes $395,000 for a new 
security system in the department's headquarters building, and $586,000 
for 10 minor capital outlay projects ($200,000 or less per project). 

Moreover, as discussed in our analysis of Item 2740-001-044, the 
department has also requested authorization to enter into lease with 
option to purchase agreements for four replacement field offices (Co
rona, Redding, Sacramento, and Escondido). Such an authorization 
would result in future capital acquisition costs in excess of $8 million. The 
department, however, has not justified three of these facilities (Corona, 
Redding, and Sacramento) on a program basis, and has not provided 
information to substantiate the estimated cost of the same three facilities. 
Consequently, we have recommended authorization of lease with option 
to purchase financing only for the Escondido project. 
ANALYSIS AND RECOMMENDATIONS 
Minor Projects 

We recommend approval. 
The budget requests $586,000 for 10 minor capital outlay projects, 

ranging from $75,000 to make restrooms accessible to the mobility 
impaired at the Bell Garden field office, to $9,000 to construct a chain link 
vehicle enclosure at the Oceanside field office. The scope and cost of 
these projects appear reasonable. 
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PhysicalSecurity System and Public Access Control-Headquarters 
We recommend approval. 
The budget requests $395;000 to install a computerized access control 

and alarm monitoring system at the department's two-building Sacra
mento headquarters complex. The project would include purchase and 
installation of magnetic card readers, electronic door locks and video 
cameras at all entryways and at all doors leading from public to employee 
areas. It would also include construction of physical barriers to access at 
some entrances. 

The Legislature appropriated $153,000 for a similar but more limited 
system as a minor capital outlay project in 1985-86. This· amount proved 
insufficient to fuhd a project of the scope approved by the Legislature. In 
subsequent consultations with the department, the State Police deter
mined that the the approved system, which did not control access at all 
entryways, did not adequately protect the building and its occupants: The 
department has since redirected all but$43,000 of the 1985-86 appropri
ation to other minor projects, The department indicates that $438,000 
($43,000 remaining from the 1985-86 appropriation and $395,000 included 
in this item) will provide a system which will meet the standards of the 
State Police and the concerns about safety of DMV staff expressed in 
legislative approval of the 1985-86 project. Our analysis indicates that the 
expa~ded system now proposed by the department does provide bett~r 
secunty for DMV staff than the system proposed by the department m 
1985-86. . 

Supplemental Report Language 
For purposes of project definition and control, we recommend that the 

fiscal subcommittees ··a:dopt supplemental report language which de
scr.ibes the scope of each of the capital olitlayprojectsapproved under 
this item. 

CALIFORNIA TAHOE CONSERVANCY-CAPITAL OUTLAY 

Item 3125-301 from the Lake 
TahoeAcquisitions Fund and 
various funds Budget p. R 4 

Requested 1989-90 ........................................................................ .. 
RecoIllmended. approval ...................... " ..................................... .. 
Recommended· reduction ........................................................... .. 

$25,000,000 
25,000,000 

None 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Tobacco Surtax Funds. Recommend adoption of Budget Bill 1021 
hmguage specifying the uses forfunds appropriated from the 
Public Resources Account. 

OVERVIEW OF THE BUDGET REQUEST 
The budget projects total expenditures of $25 million for conservancy 

capital outlay in 1989-90. This amount consists of two new appropriations 
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CALIFORNIA TAHOE CONSERVANCY-CAPITAL OUTLAY ....... Continued 
totaling $6 million ($5 million from the Lake Tahoe Acquisitions (Bond) 
Fund and $1 million from the Public Resources Account, Cigarette and 
Tobacco Products Surtax Fund), and an estimated $19 million in carry-
over balances available for capital outlay in the budget year. , 

Bond Funds; The budget proposes that a total of $2~ million be made 
available for bond act acquisitions in 1989-90. This amount consists of the 
new $5 million appropriation and a· carryover of $17 million of bon~ funds 
from prior-year appropriations. Total proposed bond fund expenditures 
are about $4 million more than the conservancy expects to spend frpm 
bond funds in the current year. The proposed new appropriation and 
status of the bond fund acquisition program are discussed in greater 
detail below. . ' . 

Tobacco Surtax Funds. The conservancy also requests $1 million from 
the Public Resources Account, Cigarette and Tobacco Products Surtax 
Fund. The Tobacco Tax and Health Protection Act of 1988 (commonly 
known as Proposition 99) created this account to supplement existing 
spending on (1) fish and wildlife habitat programs and '(2) state and local 
park and recreation programs. (For a fuller discussion of the act, please 
see Item 0540.) This proposed new appropriation also is discussed in more 
detail below. . . 

Environmental License Plate Funds. The budget also anticipates the 
carryover of $2 million appropriated in the currellt year by Ch 1623/88 
(SB 4, Presley) from the Environmental License Plate Fund into 1989~90. 
The statute authorizes the conservancy to use these funds for capital 
outlay and grants for land acquisition and site· imQrovements related to 
erosion control, restoration of disturbed lands, wildlife enhancement and 
preservation of natural resources. Thecqnservancy indicates that it will 
use $1 million of these funds to supplement its local assistance program 
for soil erosion control grants, and the remaining $1 million for wildlife 
habitat programs that are ineligible for bond act funding. 

ANALYSIS AND RECOMMENDATIONS 

Additional Bond Funds Requested 
We recommend approval. 
The conservancy requests $5 million in bond funds to purchase 

undeveloped property at Lake Tahoe, pursuant to the 1982 Lake Tahoe 
Acquisitions Bond Act. The funds also would be available to make local 
assistance gra...ts to other public agencies or nonprofit organizations for 
land acquisition pursuant to the bond act. 

The Budget Bill contains language exempting conservancy acquisitions 
valued at less than $250,000 and all local assistance grants' from Public 
Works Board review. This is consistent with legislative policy in prior 
years. 

Status of the Lot Acquisition Program. The conservancy indicates that 
approximately 6,000 to 7,000 envirorimentally sensitive lots are located on 
the California side of the Tahoe Basin. The conservancy has c~mtacted the 
owners of almost all of these lots about possible acquisition and has 
received positive responses from the owners of more than 4,600 lots. As of 
December 1988, the conservancy had authorized the acquisition of 2,800 
lots at an average cost of about $11,500 per lot for total costs of$32.3 
million (plus transaction costs such as appraisal fees,. title insurance,' and 
escrow fees). The conservancy estimates that, by the end of the current 
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year, it will have authorized the acquisition of upto 3,700 lots with typical 
values ranging bet""een $11,000 and $15,000 per lot. . 

Anticipated Progress Through 1989-90. Table 1 shows the projected 
status of the Lake Tahoe Acquisitions (Bond) Fund at the end of 1989-90, 
based on the budget request and the conservancy's current expenditure 
plans. By that time, the conservancy expects to have spent a total of $70 
million from the bond fund since it began operations in 1985, including 
the $5 million requested by the budget for capital outlay in 1989-90. A 
reserve of $15 million would remain available for future appropriation 
and expenditure. 

Table 1 
California Tahoe Conservancy 

Projected Status of Lake Tahoe Acquisitions (Bond) Fund 
June 30. 1990 

(dollars in thousands) 

Total bonds authorized .................................................... . 
Cumulative expenditures through 1989-90: 

Support .................................................................. . 
Capital Outlay: 

Lot acquisition program .............................................. . 
Acqllisition grants for soil erosion projects ........................... . 
Access and recreation lands ........................................... . 
Wildlife lands .................... , ..................................... . 
Total, cumulative expenditures through 1989-90, approved and pro-

$2,233 

57,600 
3,400 
4,700 
2,000 

$85,000 

posed ............................................... :................ $69,933 

Remaining reserve-]une30, 1990 ......................................... $15,067 

The request. for an additional $5 million in bond funds appears 
reasonable, given the conservancy's statutory mandate and the uncer
tainty inherent in estimating the number of lot owners who will accept 
the conservancy's offers. 
Tobacco Surtax Funds Requested 
.. We recommend the adoption of Budget Bill language restricting 
Public Resource Account funds to uses specified in Proposition 99. 

The conservancy requests $1 million from the Public Resources 
Account (PRA) in the tobacco surtax fund for other purposes the 
conservancy has identified that are ineligible for bond act funding. These 
include acquisition of developed jrOpeities and site restoration and 
improvement; The conservancy di not receive any new funding in the 
current year for these purposes. 

Budget Control Language Needed. As we discuss in detail in Item 0540, 
appropriations from the· Public Resources Account must be used to (1) 
supplement existing programs or to establish new programs and (2) 
support wildlife habitat enhancement or parks and recreational oppor
tunities. The conservancy's request for $1 million from the PRA is 
consistent with thes~. reguirements insofar as the conservancy proposes to 
use these funds to supplement its existing program to restore and protect 
wildlife habitat. However, the conservancy does not have a list of specific 
projects that it intends to fund from the PRA. As a consequence, we 
cannot determine the extent to which PRA funding actually will be spent 
for projects related to enhancement of wildlife habitat. Therefore, we 
recommend the adoption of the following Budget Bill language (in Item 
3125-301-235) to ensure that the conservancy spends the funds from the 
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CALIFORNIA TAHOE CONSERVANCY-CAPITAL OUTLAY-Continued 
Public Resources Account only for the purposes authorized under the act: 

1. The funds appropriated in this item shall be available only to supplement 
existing conservancy programs to protect, restore, enhance or maintain fish, 
waterfowl and wildlife habitat, in accordance with the provisions of Sections 
30122 (b) (5) (A) and 30125 of Article 2 of Chapter 2 of Part 13 of Division 2 
of the Revenue and Taxation Code. . 

ENERGY RESOURCES CONSERVATION AND DEVELOPMENT 
COMMISSION-CAPITAL OUTLAY 

Item 3360-301 from the General 
Fund, Energy Resources 
Programs Account Budget p. R 32 

Requested 1989-90 ......................................................................... . 
Recommended reduction and transfer to General FUnd .... .. 

ANALYSIS AND RECOMMENDATIONS 

$145,000 
145;000 

We recommend deletion of $I45,OOO requested under Item 3360-
301-465 for th~ construction of shower facilities in the commission's 
Sacramento office building. We further recommend that the Legisla
ture transfer the savings resulting from this recommendation to the 
General Fund. . 

The budget includes $145,000 from the Energy Resources Programs 
Account (ERPA) to convert approximately 460 square feet in the 
commission's downtown Sacramento office building into shower faciliti~s. 
According to the commission, the proposed showers would be used by 
commission employees who commute to work on bicycles or who 
exercise during the lunch period. Our review indicates that the showers 
are notneeded. Commission employees already have access to shower 
facilities in the Bateson Building across the street Moreover, the 
proposed project cost is excessively high ($315 per square foot), given the 
relatively simple construction requirements. In view of the. availability of 
existing showers and . the high cost of the proposed alterations, we 
recommend deletion of the $145,000. 

This recommendation, if adopted, would increase the surplus in ERPA 
by $145,000. In order to increase the Legislature's flexibility in meeting 
statewide needs, we recommend that the Legislature transfer the 
$145,000 to the General Fund. 



Item 3540 CAPITAL OUTLAY / 1023 

AIR RESOURCES BOARD-CAPITAL OUTLAY 

Item 3400-301 from the Air 
Pollution Control Fund Budget p. R 49 

Requested 1989-90 ......................................................................... . 
Recommended approval .............................................................. ; 

ANALYSIS AND RECOMMENDATIONS 
Haagen-Smit Laboratory-Modifications 

$958,000 
958,000 

We recommend approval contingent on receipt of preliminary plans 
prior to budget hearings. 

The budget includes $958,000 from the Air Pollution Control Fund for 
the construction phase of modifications to the Haagen-Smit Laboratory in 
EI Monte. The project consists of three parts: 

• Enclosure of a breezeway area to provide a controlled temperature 
environment for cars awaiting manufacturers' emissions testing; 

• Conversion of a storage area to a new laboratory to test fuel 
vaporization from engines and automobile fuel tanks, and; 

• Installation of acid-resistant lab benches, fume hoods, and miscella
neous fixtures in the Atmospheric Testing Laboratory. 

The amount requested for construction is consistent with the amount 
recognized by the Legislature in the Supplemental Report of the 1988 
Budget Ac~ adjusted for inflation. At the time this analysis was prepared 
the board had not provided the Legislature with completed preliminary 
plans. We recommend approval of the budget request, contingent on 
receipt of completed prelimiqary plans prior to budget hearings. If the 
preliminary plans are not available to the Legislature at that time, we 
recommend that the Legislature not approve the request. 

DEPARTMENT OF FORESTRY AND FIRE 
PROTECTION-CAPITAL OUTLAY 

Item 3540-301 from the 
Cigarette and, Tobacco 
Products Surtax Fund and the 
Forest Resources 
Improvement Fund Budget p. R 77 

Requested 1989-90 ......................................................................... . 
Recommended approval .............................................................. . 
Recommended reduction ............................................................ . 
Recommendation pending .............................................•............. 

$4,363,000 
2,622,000 

848,000 
893,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Feather Falls Fire Station. Reduce Item 3540-301-235 by lO25 
$25,000 for preliminary plans· and working drawings. 
Recommend reduction of $25,000 for preliminary plans/ 
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Item 3540 

working drawings. Further recommend adoption of supple
mental report language recognizing estimated future con
struction cost based on completed value engineering study 
(future savings of $175,000). . 

2. Shasta and De Luz Fire Stations. Reduce Item 3540-301-235 1026 
by $460,000. Recommend reduction of $460,000 for working 
drawings/construction for Shasta Fire Station ($295,000) and 
De Luz Fire Station ($165,000) based on implementing 
cost-saving measures identified by completed value engi
neering study for the Feather Falls Fire Station. 

3. Pondosa and Sandy Point Forest Fire Stations, Recommend lO27 
approval of $40,000 in Item 3540-301-235 for preliminary 
plans contingent on receipt of detailed scope/cost informa-
tion prior to budget hearings. 

4. Bitterwater Helitack Base. Withhold recommendation on lO28 
$893,000 requested in Item 3540-301-235 pending receipt of 
preliminary plans and value engineering study, as required 
by 1988 Budget Act language. . 

5. Mountain Home State Forest-Acquisition; Delete $363,000 1028 
in Item 3540-30I-928. Recommend deletion offunds because 
acquisition is not justified either on basis of (a) potential 
incompatible development or (b) anticipated revenues.. . 

OVERVIEW OF THE BUDGET REQUEST AND FIVE-YEAR CAPITAL OUTLAY 
PLAN 

The budget requests $4.4 million for eight major and 13 minor capital 
outlay projects for the Department of Forestry and Fire Protection in 
1989-90. The dep~rtm~~t's five-y~ar capital o~tlay pl~n (asam~nded 
September 1988) ldentified 29 major and 49 mmor proJects, totahng an 
estimated $11.9 million, for funding in 1989-90. Generally, the budget 
request is directed at major construction projeGts for whiGh the Legisla
ture already has appropriated funds for preliminary plans and working 
drawings, and defers new construction and acquis!tion projects identified 
in the five-year plan. 

Funds for preliminary plans and working drawings for four of the 
requested projects were appropriated in the 1984 and 1985 Budget Acts. 
Funds for the construction phase of these projects, however, have not 
been requested until now. Moreover, the five-year plan includes a 
substantial backlog of projects which has built up over the last several 
years. The estimated cost of identified projects in the five-year plan 
exceeds $66 million. Most of these projects are to replace forest firEl 
stations where the age, condition and/ or location present operational 
problems for the department. . 

ANALYSIS AND RECOMMENDATIONS 

The budget includes·$4.4 million for capital outlay for the Department 
of Forestry and Fire Protection. This amount consists of $4 million from 
the Public Resources Account in the Cigarette and Tobacco· ProduCts 
Surtax Fund and $363,000 in the Forest Resources Improvement Fund 
(FRIF). The FRIF funding is proposed for only one project-acquisition 
of land for the Mountain Home State Forest. Table 1 summarizes the 
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amounts requested for each project and our recommendations. As Table 
1 indicates, we recommend approval of $2,622,000 in Item 3540-301-235 
(cigarette surtax monies). We have made these recommendations based 
on the merits of the projects, rather than whether the proposed funding 
source is appropriate for the proposed purposes. We believe the latter 
issue is a policy matter for the Legislature's determination. 

Table 1 
Department of Forestry and Fire Protection 

1989-90 Capital Outlay Program 
Items 3540-301-235 and 3540-301-928 

(dollars in. thousands) 

Project 
Item 3540-301-235: .............................. . 

Tehama-Glenn Apparatus Building .......... . 
Minor projects ..... , .......................... . 
Feather Falls Fire Station .................... . 
ShaSta Fire Station ............................ . 
De Luz Fire Station .......................... . 
Pondosa Fire Station ......................... .. 
Sandy Point Fire Station .................... .. 

. Bitterwater Helitack Base .................... . 
Subtotal ......................... , ........... . 

Item 3540-301-928: 
Mountain Home State Forest ................ . 

Totals ............. : .......................... . 

Phase a 

ce 
pwc 
pw 

wce 
wce 

p 
p 

ce 

a 

Budget 
Bill 

Amount 

$452 
646 
55 

1,226 
688 
20 
20 

893 
$4,000 

363 
$4,363 

Analyst's Estimated 
Recommenda- Future 

tion Cost b 

$452 
646 
30 $770 

931 
523 
20° 614 
20° 549 

pending 
$2,622 $1,933 

$2,622 $1,933 

• Phase symbols indicate: p = preliminary plans; w = working drawings; c = construction; e = 
equipment; and a = acquisition. 

b Department estimates. 
° Recommended amount contingent on receipt of detailed scope/cost information prior to budget 

hearings. 

As summarized in Table 1, we recommend approval as budgeted of the 
foll()wing two proposals totaling $1,098,000 . 

.. Tehama-Glenn Apparatus Building (Red Bluff). The proposed 10-
bay· apparatus building includes space for fire engines and two offices. 
The Legislature approved funds for preliminary plans and working 
drawings in tl)e 1985 Budget Act. These documents have been com
pleted. The amount requested for construction ($452,000) is consistent 
with the amount recognized by the Legislature in supplemental report 
language, adjusted for inflation. 

Minor Projects. The budget includes $646,000 for 13 minor capital 
outlay projects ($200,000 or Jess per project) statewide. These projects 
range in cost from $15,000 for a bathroom addition at Saratoga Summit 
Fire Station (Santa Cruz County) to $190,000 for a barracks/messhall at 
the Kneeland Helitack Base (Humboldt County) .. 

A discussion of the remaining projects and our recommendation for 
each follows. 

Feather Falls Fire Station 
We recommend a reduction of $25,000 in Item 3540-301-235 for 

preliminary plans and working drawings for the Feather Falls Fire 
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Station. We further recommend that the Legislature adopt supplemen
tal report language that recognizes a reduced estimated future cost for 
the project, to be consistent U?ith a completed value engineering study 
for this project. (Future savings: $175,000.) . . 

The budget includes $55,000 for a second set of preliminary plans and 
working drawings to replace the forest fire station near Feather Falls in 
Butte County. The Legislature appropriated $34,000 in the 1985 Budget 
Act for preliminary plans and working drawings. The cost estimate based 
on the completed working drawings indicated a construction phase cost 
of $770,000, which exceeded the amount recognized by the Legislature in 
the Supplemental Report of the 1985 Budget Act by $242,000. 

In an effort to reduce the cost of this-and other-fire station projects, 
the department hired a consultant to undertake a value engineering 
study. The study indicates that significant savings could be realized on 
the Feather Falls project by the adoption of various cost-saving measures. 
These include measures such as (1) simplifying the building design to 
eliminate unnecessary corners and associated structural work and (2) 
deleting unnecessary paving of driveways. Our analysis indicates that 
based on the value engineering study, the construction phase of the 
project should cost $595,000 rather than the $770,000 estimated by the 
department. .... . .. 

Implementation of the study's recommended measures" however, 
requires a redesign of the project. Thus, the department is requesting 
funds for a second set· of preliminary plans and working drawings. Our 
review indicates that redesign is appropriate because the suggested 
cost-saving measures in the value engineering are reasonable and can also 
serve as a model for saving funds on other fire station projects. The 
request for redesign of preliminary plans and working drawings, how
ever, is overbudgeted in relation to the total cost of the project. 
Consequently, we recommend that the amount requested in Item 
3540-301-235 for preliminary plans/working, drawings be reduced by 
$25,000. This would leave the department with $30,000 for this purpose. 

We further recommend that the Legislature recognize the lower 
estimate of future cost ($595,000), which is, consistent with the value 
engineering study, in supplemental report laI].guage describing the 
scope/cost of the project. 

Shasta and De Luz Fire Stations 
We recommend reductions totaling $460,000 from funds requested in 

Item 3540-301-235 for construction of two forest fire stations, based on 
implementing cost-saving measures identified by the value engineering 
study of the Feather Falls Fire Station project. 

The budget includes a total of $1,914,000 for working drawingsahd 
construction for the following two forest fire stations: , ,". . 

• $1,226,000 for a new fire station in Shasta County, three miles west of 
Redding, and 

• $688,000 to replace a fire station in De Luz, northwestern San Diego 
County. 

The Legislature appropriated $73,000 for preliminary plans/working 
drawings for the Shasta Fire Station in the 1985 Budget Act and $25;000 
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for preliminary plans/working drawings for the De LuzStation in the 
1984 Budget Act. The construction cost estimates for each project, based 
on completed working drawings, substantially exceed the amounts 
recognized by the Legislature in supplemental reportJanguage, adjusted 
for inflation. In order to reduce project costs, the department wants to 
redesign the De Luz station to incorporate construction cost-saving 
measures identified in a value engineering study for the Feather Falls 
Fire Station (discussed above). The department does not believe these 
measures are appropriate, however, at the. Shasta site. The department 
believes some revision of the Shasta project working drawings may be 
needed to insure compliance with the requirements for essential services 
facilities .. For these reasons, the budget requests funds .to revise working 
drawings for both the De Luz and Shasta projects. Under the circum
stances, redesign of these facilities is appropriate and we recommend 
approval of additional funds for this purpose. The amounts requested for 
construction, however, are excessive and should be reduced. 

In the case of the De Luz project, the total amount requested in the 
budget for working drawings and construction is inconsistent with the 
intent to reduce costs. In fact, the budget request is based on the cost 
estimate which prompted the department to seek redesign of the project. 

In the case of the Shasta project, the amount requested exceeds the 
amount recognized by the Legislature in the 1985 supplemental report 
(adjusted for inflation) by $173,000. 

Our review of the working drawings indicates that the major cost-. 
saving measures identified in the Feather Falls value engineering study 
can and should be incorporated into the design: for both the Shasta and 
De Luz sites. These measures, including reductions in site grading, 
paving and simplifying the structures should result in savings comparable 
to those at Feather Falls. On this basis, we recommend the following 
reductions totaling $460,000 from Item 3540-30l~235: 

• reduction of $295,000 and approval in the reduced amount of $931,000 
for the Shasta Fire Station, and . 

• reduction of $165,000 and approval in the reduced amount of $523,000 
for the De Luz Fire Station. 

These reductions would bring the above project costs within the 
amounts originally recognized by the Legislature, adjusted for inflation. 

Pondosa (Shasta County) and Sandy Point Fire Stations (Santa Cruz 
County) 

We recommend approval contingent on receipt of detailed construc
tion cost estimates. 

According to the department, the age, condition and site location of 
these fire stations create significant operational problems. Consequently, 
this budget proposal provides for replacement of the fire stations at 
nearby sites that are better situated for response times. on most fires. 

Our review indicates that both replacement/relocation of these sta
tions is justified on a program basis. At the time this analysis was 
prepared, however, detailed scope descriptions (such as size of facilities 
and type of construction), schedules and construction cost estimates had 
not been prepared. We recommend approval of funds for preliminary 
plans, contingent on receipt of this information prior to budget hearings. 
If this information is not available to the Legislature at that time, we 
recommend that the Legislature not approve the requests. 
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We withhold recommendation on $893,000 requested in Item 3540-
301-235 for construction of the Bitterwater Helitack Base pending 
receipt of preliminary plans and value engineering study, as required 
by the 1988 BUrdget Act. 

The budget includes $893,000 for construction of a fire-fighting helitack 
base near Bitterwater in San Benito County. The Legislature reappropri
ated funds in the 1988 Budget Act (Item 3540-490) for preliminary plans 
and working drawings for this project. The reappropriation item included 
language requiring the department to teevaluateestimated construction 
costs "based on an independent value engineering study and a reevalu
ation of project administration needs." The language further required 
that the department submit the value engineering study, preliminary 
plans and a revised cost estimate to· the Legislature prior to release of the 
1989-90 budget. At the time this analysis was prepared, the department 
had not submitted any of these documents to the Legislature. According 
to department staff, the documents will not be ready for the Legislature's 
review until late February. We withhold recommendation on $893,000 
requested for construction pending receipt of the information required 
by the 1988 Budget Act language. If this information is .not provided to 
the Legislature prior to budget hearings, we recommend that the 
Legislature not approve the request. 
Mountain Home State Forest-Land Acquisition 

. We recommend deletion of$363,000 requested in Item 3540-301-928for 
acquisition of a parcel of land owned by the State Lands Commission 
because acquisition is not justified either on the basis of (1) potential 
incompatible development or (2) anticipated revenues to the Forest 
Resources Improvement Fund (FRIF). 

The budget includes $363,000 from the FRIF for the department to 
purchase a 40-acre parcel from the State Lands Commission for incorpo
ration into the Mountain Home State Forest in Tulare County. The 
Legislature deleted funds proposed in the 1988-89 Budget for this same 
acquisition. 

Current ownership of the parcel does not present a significant problem 
for management of the state forest. There should be no danger of 
incompatible development of the parcel, which is managed by the 
department pursuant to an agreement with the commission. (The 
department has similar arrangements with the commission on. lands 
throughout the state.) . 

Under the agreement, revenues from the sale of timber on the parcel 
go to the commission. One reason cited by the department for the 
acquisition is its desire for. timber revenues from the parcel to be 
deposited in the FRIF. The department plans to harvest timber from the 
parcel every 10 years, with each harvest generating an estimated $70,000 
in revenues. (The department has not provided information substantiat
ing this estimate, nor has it indicated whether the revenues are gross or 
net of the department's operating/management costs.) Assuming the 
estimate is for net revenues, the department would not recover the 
acquisition price of the parcel for at least 50 years-a poor investment of 
FRIF monies. 

In view of the above, we recommend deletion of the requested funds. 
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DEPARTMENT OF FISH AND GAME-CAPITAL OUTLAY 

Item 3600-301 from the Fish and 
Game Preservation Fund and 
the Federal Trust Fund Budget p. R 112 

Requested 1989-90 ......................................................................... . 
Recommended approval .............................................................. . 
Recommended reduction ............................................................ . 

$1,076,000 
983,000 
93,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Analysis 

page 

1. Five-year Capital Outlay Plan. Recommend adoption of 1029 
supplemental report language directing the departmerit and 
the Wildlife Conservation Board to develop a coordinated, 
comprehensive capital outlay plan. 

2. Merced River Salmon Rearing Facility. Recommend ap- 1031 
proval of $557,000 of reimbursements to Item 3600-301-200 
contingent on receipt of preliminary plans prior to budget 
hearings. 

3. Red Bluff Fish Habitat Shop. Reduce Item 3600-301-200 by 1031 
$93,000. Recomniend deletion of funds requested for acqui-
sition, preliminary plans and working drawings because the 

"department has not justified either the program need or 
specific scope / cost. 

OVERVIEW OF THE BUDGET REQUEST AND FIVE-YEAR CAPITAL OUTLAY 
PLAN 

Including reimbursements, the budget proposes $1.6 million for three 
major and 13 minor capital outlay projects for.· the Department of Fish 
and Game in 1989-90. The department's five-year capital outlay plan 
(dated September 1988) identifies two major projects for funding in 
1989-90 (estimated cost of $1.2 million). One of these projects is not 
funded in the budget-construction of a fish ladder at Healdsburg Dam 
in Sonoma County. Instead, the budget includes funds for two projects 
scheduled in the plan for funding in 1990-91. 

Most capital outlay funding related to the Fish and Game program is 
not included in the department's five-year plan or budget. Instead, most 
funding is provided through appropriations to the Wildlife Conservation 
Board (WCB), which acquires and develops land on behalf of the 
department. The budget estimates 1989-90 capital outlay expenditures of 
$45.1 million from special and bond funds, budgeted through the WCB. 
Only $3.9 million of this amount is identified in the department's 
five-year plan. Thus, the five-year plan gives the Legislature only a 
fragmented picture of the department's true capital outlay program. 
Five-Year Capital Outlay Plan 

We recommend that the Legislature adopt supplemental report 
language directing the department and the Wildlife Conservation 
Board to develop a coordinated, comprehensive five-year capital outlay 
plan. 

As discussed above in our overview of the department's budget request 
and capital outlay plan, the five-year capital outlay plan gives the 
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Legislature a fragmented and inaccurate view of the department's true 
capital outlay needs and proposals. Consequently, the Legislature does 
not have the information it needs to address the department's varied land 
acquisition and facility needs. To correct this problem, we recommend 
that the Legislature adopt the following supplemental report languagEl: 

Beginning with the 1990-91 five-year capital outlay plan and annually thereaf~ 
ter, the plan shall be developed jointly by the Department of Fish and Game 
and the Wildlife Conservation Board. The plan shall identify fully the 
department's land acquisition and development needs, and whether (and 
why) these needs should be budgeted through appropriations to the depart
ment or the board. The plan shall include a detailed explanation of the 
proposed capital outlay program, the basis on which the program was 
developed, the basis for the financing plan, and how thelrogram meets 
projected needs. The plan shall show project priorities an schedules and 
explain the basis on which priorities are assigned. The plan also shall provide 
estimates for the operation/management costs resulting from each project, 
including the basis of the estimates. . 

ANALYSIS AND RECOMMENDATIONS 

The budget includes $1,076,000 (net of a $557,000 reimbursement from 
the Department of Water Resources for the Merced River salmon rearing 
facility project) for capital outlay for the Department of Fish and Game. 
This amount consIsts of $1,041,000 from the Fish and Game Preservation 
Fund and $35,000 from the Federal Trust· Fund. The federal foods 
provide the federal share of the cost for preliminary plans/working 
drawings for the Darrah Springs Hatchery. Table 1 shows the amounts 
requested Jor each project and our recommendations. 

Table 1 
Department of Fish and Game 
1989-90 Capital Outlay Program 

Items 3~1;200 and 3600-301-890 
. (dollars in thousands) 

Project Phase a 

Minor construction projects.. . . .. . . . . . . . . . . . . . . . . pwc 
Darrah Springs Hatchery-ponds................ pw 
Merced River salmon rearing facility. . . . . . . . . . . . . c 
Red Bluff fish habitat shop....................... apw 

. Subtotals ................................ , ...... . 
Less reimbursements ......................... . 

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

Budget 
. Bill 

Amount 
$937 

46 
557 
93 

$1,633 
-557 

$1,076· 

Analysts Estimated 
Recommenda- Future 

lion Cost 
$937· 

46 $514 
557 b 

597' 
$1,540 $1,1ll . 
-557 -557 

$983 $1,1ll 

a Phase symbols indicate: p .= preliminary plans; w = working drawings; c = construction; and a = 
acquisition. . . 

b Recommended amount contingent on receipt of preliminary plans prior to budget hearings. 

As summarized in the table, we recommend approval of the following 
two proposals totaling $983,000. . .••. 

Minor Construction Projects. This proposal includes 13 minor cone 
struction projects. ($200,000 or less per project) statewide. These projects 
range in cost from $13,000 to install troughs and replace a water line at 
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the Fillmore Fish Hatchery (Ventura County) to $150,000 torenovate a 
building at the Hot Creek Fish Hatchery (Inyo County) . 

. Darrah Springs· Hatchery (Shasta County). The budget includes 
$46,OOO-consisting of $35,000 from federal funds and $11,000 from the 
Fish and Game Preservation Fund-for preliminary plans and working 
drawings ·.to replace four earthen· trout broodstock ponds with two 
cement ponds (each 568 feet in length), and make other ancillary 
improvements to the facilities. The estimated future cost for construction 
is $514,000, three-fourths of which would be federally funded. 

According to the department, upgrading the ponds will improve the 
quality of the trout broodstock and result in increased egg production. 
Our review indicates that the project scope/cost is .reasonable. 

Merced River Salmon Rearing Facility 
We recommend approval contingent on receipt of preliminary plans 

prior to budget hearings. . 
The budget includes $557,000 from the Fish and Game Preservation 

Fund for construction of improvements to the ~erced River salmon 
rearing facility, located 15 miles northeast of Merced. This amount is 
offset fully by a reimbursement from the Department of Water Resources 
(DWR). Reimbursement is required as mitigation for the effects on fish 
populations of DWR facilities/operations. . 

The 1988 Budget Act included $46,000 for preliminary plans and 
working drawings for this project. The amount requested for construction 
is consistent with the amount recognized by the Legislature in supple
mental report langliage, adjusted forinfl~tion. At the time this analysis 
was prepared, however, the LegislatUre had not received completed 
preliminary plans for review. Consequently, we recommend approval 
contingent ohreceipt of preliminary plans prior to budget hearings. If 
the preliminary plans are not available to the Legislature atthat time, we 
recommend that the Legislature not approve the request. 

Red Bluff Fish Habitat Shop 
We recommend deletion of $93,000 requested in Item 3600-301-200 for 

acquisition, preliminary plans and working drawings for replacement 
of a maintenance shop in Red Bluffbecause the department has not 
justified either the program· need or specific scopel cost. 

The budget requests $93,000 for (1) acquisition of land for a new 
maintenance shop ($42,000) and (2) preliminary plans and working 
drawings for the shop ($51,000). The proposed 10,000 square foot facility 
would replace an existing 1,200 square foot shop where fish screens and 
fish ladders are built and maintained by department staff. The estimated 
future cost for construction is $597,000. 

The department has not provided information addressing: 
~ the basis of the. proposed size of the new building (eight· times the 

area of the existing maintenlUlce shop); 
• why acquisition of a new site is necessary; . 
• the basis of the estimated acquisition cost (no appraisal available); 
• why funds for preliminary plans and working drawings are needed 

prior to acquisition of the new site; 
• what will be done with the abandoned site and building; and 
• operating cost impact of the new facility. 
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DEPARTMENT OF FISH AND GAME-CAPITAL OUTLAY-Continued 
Finally, under the department's five-year capital outlay plan (sub

mitted to the Legislature in September '1988) this project was scheduled 
for funding in 1990-91. At the time this analysis was prepared the 
department had not provided any information to the Legislature to 
explain why the schedule (and priority) of this project have been moved 
up. 

Based on the above, we recommend deletion of the requested funds. 

WILDLIFE CONSERVATION BOARD-.,;CAPITAL OUTLAY 

Item 3640-301 from the Wildlife 
and Natural Areas 
Conservation (Bond) Fund 
and various funds, including 
continuously approj>riated 
and carryover funds Budget p. ,R 116 

Requested 1989-90 ...................... ; ............. :..................................... $45,132,000 
No recommendation ....................... :.............................................. 25,372,000 

SUMMARY OF MAJOR ISSUES AND 'RECOMMENDATIONS 
1. Unspecified Capital Outlay Projects. We make no recom

mendation on a total of $25,372,000 requested in Items 
3640-301-235, 3640·301~447, 3640-301-748, and 3640-301-787 for 
unspecified land acquisition, development, and minor capi-
tal outlay projects, because we have no basis on which to 
advise the Legislature whether these expenditures are war-
ranted. 

OVERVIEW OF THE BUDGET REQUEST 

Analysis 
page 

1033 

The budget proposes total expenditures of $45.1 million for various 
capital outlay projects to be undertaken by the Wildlife Conservation 
Board (WCB) in 1989,-90. As shown in Table 1, these funds consist of (1) 
four separate new appropriations, (2) funds continuously appropriated to 
the board by Proposition 70 ($15 million), and (3) current-year funds 
carried over for expenditure ill 1989-90 ($4.8 million). 

In addition to the amounts pr()posedin the budget, it is likely the board 
will have a substantial amount of additional carryover funds from the 
current year available for, expenditure on capital outlay projects in 
1989-90. Specifically, the budget estimates that the board will spend a 
total of $47.2 million for capital outlay projects during the current year. 
This is $31.7 million more than the largest amount spent by the board in 
any of the previous nine years. In all probability, a· significant portion of 
the $47.2 million will be carried over into 1989-90 and remain available for 
expenditure. Similarly, given the board's expenditure history, a substan
tial portion of the funds proposed for the budget year are likely to remain 
unexpended at the end of 1989-90, and be available for expenditure in 
outlying years. 
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/tern/Description 

Table 1 
Wildlife Conservation Board 

Proposed 1989-90 Expenditures for Capital Outlay 
(dollars in thousands) 

Fund 
Proposed new appropriations: 

3640-301-235 Cigarette and Tobacco Products Surtax Fund 
3640-301-447 Wildlife Restoration Fund , 
3640-301-748 Fish and Wildlife Habitat Enhancement (Bond) Fund 
3640-301-787 Wildlife and Natural Areas Conservation Fup.d 
Subtotal, proposed new appropriations ............................................ . 

Other fund sources: 
Public Resources 

Code 5907 (c) 
Ch 1623/88 

California Wildlife, Coastal, and Park Land Conservation 
Fund (continuously appropriated) 

Wildlife and Natural Areas Conservation Fund (carry 
over) 

Amount 

$4,500 
,1,429 
4,093 

, 15,350 

($25,372) 

$15,000 
4,760 

Subtotal; other fund sources........................ ........ .............. ............ ($19,760) 

1989-90 Total Expenditures (Proposed) ............................................... $45,132 

. New Fund Sources for Capital Outlay Projects. The budget proposes 
expenditures from two new fund sources forWCB capital outlay projects: 

1. The California Wildlife, Coastal, and Park Land Conservation Act of 
1988-Proposition 70-authorizes the issuance of $776 million in general 
obligation bonds for' projects related to natural resources. The act 
continuously appropriates $81.3 million from the California Wildlife, 
Coastal, and Park Land Conservation (Bond) Fund to the board for 
specified property acquisition projects to protect fish and wildlife; The 
board estimates that it will spend $15 million from this fund in: 1989-90. 

In addition, the act establishes the' Wildlife and Natural Areas Conser
vation Fund, and makes available $50 million from the fund, upon 
appropriation by the Legislature, for acquisition, development, and 
restoration of habitat for threatened and endangered species, and fish 
and wildlife. Chapter 1623, Statutes of 1988, appropriated $10.5 million of 
these funds to the WCB for expendiqtre in the current year. The board, 
however, indicates that it will spend only $5;7 million in 1988-89, arid will 
carryover the remaining $4.8 million for expenditure in 1989-90. 

2. The Tobacco Tax and Health protection Act of 1988-Proposition 
99-imposes an additional excise tax on cigarettes and other tobacco 
products, and requires that 5 percent of the revenue from the tax be 
deposited into the Public Resources Account (PRA) in the Cigarette and 
Tobacco Products Surtax Fund. Monies in the PRA are to be used for 
programs to benefit fish, waterfowl, and wildlife habitat, and for park and 
recreation resources. The budget estimates that the excise tax will result 
in revenue of approximately $46 million to the Public Resources Account 
by the end of 1989-90. The budget proposes expenditures of $4.5 million 
of these funds for WCB property acquisition projects in 1989-90. 

ANALYSIS AND RECOMMENDATIONS 

Information on Capital Outlay Projects is Not Adequate 

We make no recommendation on $25,372,000 proposed for (1) land 
acquisition and development projects, (2) "minor capital outlay 
projects, and (3) project planning, because the board has not provided 
information on the scope and cost of the proposed projects. 



1034 / CAPITAL OUTLAY Item 3680 

WIDLIFE CONSERVATION BOARD-CAPITAL OUTLAY-Continued 
The budget proposes total expenditures of $45.1 million for WCB 

capital outlay projects in 1989-90. Of this amount, $25.4 million is 
requested as new appropriations in the Budget Bill. The remaining funds 
have been appropriated in prior years or are continuously appropriated 
and therefore do not require further legislative action. The funds 
requested in the Budget Bill are for various unspecified acquisition and 
development projects, minor capital outlay projects, and for project 
planning as follows: 

• $15,350,000 from the Wildlife and Natural Areas Conservation 
(Bond) Fund for acquisition, development, and enhancement 
projects benefiting unique, fragile, threatened, or, endangered spe
cies ($12 million), and fish and game ($3 million), plus project 
planning ($350,000); , 

• $4.5 million from the PRA for acquisition and restoration of wildlife 
h:ibitat along the Cosumnes River ($1.5 million) and acquisition of 
deer habitat ($3 million); 

.$4,093,000 from thEl Fish and Wildlife Habitat Enhancement (Bo~d) 
Fund for acquisition, ehhancement, and developmElnt projects ben-
efiting marshlands and aquatic habitat; and , 

,. $1;429,000 ,from the Wildlife Restoration 'Fund a'ud $100,000 in 
~' reimbursements for land acquisition and development ($1,029,000), 

minor capital outlay ($480,000), and project planning ($20,000), 
The budget does not identify (1) the specific projects the board 

proposes to fund, or (2) the expected cost of the projects. Although the 
board has provided lists of potential acquisition, and", development 
projects, these lists do' not idElntify the costs of individual projects or 
provide specific project justifi~ation. Furthermore, the board indicates 
that the projects on the lists are tentative and subject to change. 
Nevertheless, it has been the Legislature's practice to grant the board this 
unusual degree of budget flexibility, , ,.'.,' 

Without information on the specific projects to be funded and the costs 
of these projects, we have no basis for making a recommendation to the 
Legislature on the board,'s request. ' , 

DEPARTMENT OF BOATING AND WATERWAYS-CAPITAL 
OUTLAY 

Item 3680-301 from the Harbors 
, and Watercraft Revolving , 
,Fund Budget' p. R 126 

Requested 1989-90 ............................... ; ...... ; ............•.. , ................... . 
Recommended approval ............ , ....................... : ............ : . .' .......... . 

ANALYSIS AND',RECOMMENDATIONS 

$1,220,000 
1,220,000 

The budget requests $1.2 million from the Harbors and Watercraft 
Revolving Fund (HWRF) for capital outlay projects proposed by the 
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Department of Boating and Waterways in 1989-90; The funds will be used 
to develop boating facilities in the state park system, State Water Project 
Reservoirs and other state-owned land. 

(1) Project Planning ....•..•.....•..••.•..•..•.....•..•..•..•.•••••.............•.••••.•..........•..•••• $20,000 
We recommend approval. . 
The budget requests $20,000 for· use in evaluating. proposed projects 

and preparing budget estimates for 1989-90. The amount requested is 
reasonable. 

(2) Minor Proiects ................................................................... ~ .... ~ ...... ~ .... $1 ,200~OOO 
We recommend approval. 
The department requests $1.2 million for minor capital outlay projects 

in the following areas: 
Castaic Lake State Recreation Area (SRA) ($46,000) 
Emerald Bay State Park, Lake Tahoe ($60,000) 
Folsom Lake SRA, Granite Bay ($200,000) 
Millerton Lake SRA, North Shore ($200,000) 
Oroville Lake SRA, Bidwell Canyon ($200,000) 
Oroville Lake SRA, Spillway Area ($34,000) 
Perris Lake SRA ($10,000) 
San Luis Reservoir SRA ($120,000) 
Salton Sea SRA ($130,000) 
Emergency repairs and ramp extensions ($100,000) 

. Immediate improvement needs ($100,000) 
These projects are reasonable in scope and cost, .and appear to be 

, justified. .. . 

, '.' ." .-

STATE COASTAL CONSERVANCY-CAPITAL OUTLAY 

Items 3760-301, 3760-302 and 
3760-303 from various funds Budget p. R 138 

Requested 1989-90 ............................................. , ...... ;..................... $32,867,000 
Recommended approval· ............................................................... 32,867,000 

ANALYSIS AND RECoMMENDATIONS 
We recommend approval. 
The budget shows that the conservancy has approximately $32.9 million 

available for expenditure in 1989-90. This amount consists of approxi
mately $15 million in new appropriations: State Coastal Conservancy 
Fund of 1984 ($2.5 million), Fish and Wildlife Habitat Enhancement 
Fund ($5;5 million), the California Wildlife, Coastal, and Park Land 
Conservation Fund of 1988 ($6.7 million), and the California Environ
mental License Plate Fund ($117,000). Additionally, the budget showsap. 
estimated $18 million in carry-over balances available in 1989-90. This 
amount is part of a direct appropriation the conservancy received in 
1988-89 for specific projects included in Proposition 70. The conservancy 
only anticipates spending $6 million of this amount in the budget year. 
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STATE COASTAL CONSERVANCY-CAPITAL OUTLAY-Continued 
The remaining $12 million will be carried over into the 1990-91 budget. 
Consequently, of the total $32.9 million available, the conservancy 
expects to spend roughly 21 million in the budget year for capital outlay 
activities. 

Language in each of the capital outlay items allows these funds to be 
used for local assistance projects as well. Therefore, the money requested 
may be allocated for projects directly carried out by the conservancy or 
for grants to local agencies and nonprofit organizations. . 

The conservancy's request appears reasonable and is consistent with 
statutory mandates. .. 

DEPARTMENT OF PARKS AND RECREATION-CAPITAL 
OUTLAY .. 

Item 3790-301 from the 
Parklands (Bond) Fund of 
1984 and various funds Budget p. R 164 

Total proposed expenditures 1989-90 ................. : ........... ; ........... . 
Requested 1989-90 .................. ; .................................. : ...................... . 
Recommended approval ................................................ ;; ............. . 
Recommended reduction .............................................................. . 
Recommendation pending ........................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Parklands (Bond) Fund of 1980 

$58,933,000 
25,521,000 
21;216,000 

286,000 
4,019,000 

Analysis 
page 

1. Lighthouse Field SB-Items to Complete. Reduce Item 3790- 1040 
301-721 (1) by $286,000. Recommend reduction to reflect a 
more reasonable estimate of the state share of cost for the 
project. 

Parklands (Bond) Fund of 1984 
2. Bidwell Mansion SHP-Visitor Center. Withholdrecommen" 1041 

dation on $1,067,000 requested in Item 3790-301-722(3) pend-
ing receipt and review of updated cost estimates. 

3. Natural Heritage Stewardship. Withhold recommendation 1041 
on $202,000 requested in Item 3790-301-722(12) pending 
completion of 1988 bond fund deliberations. 

State Beach, Park, Recreational and Historical Facilities (Bond) 
Fund of 1974 

4. Old Town San Diego SHP - Bohannon Pottery Village. 1042 
Withhold recommendation on $2,750,000 requested in Item 
3790-301-733 ( 1) pending receipt of final cost estimates. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures totaling $58.9 million from various 

funding sources for the Department of Parks and Recreation (DPR) 
capital outlay program in 1989-90. This amount consists of (1) $25:5 
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million in funds proposed for appropriation in the Budget Bill and (2) 
$33.4 million in continuously, or previously, appropriated funds. The 
department proposes to use these funds for· 12 major projects, various 
minor development projects, acquisitions, and project planning. Most of 
the funds are provided from the California Wildlife, Coastal and Park 
Land Conservation (Bond) Fund of 1988 ($22 million), the Parklands 
(Bond) Fund of 1984 ($17 million), the Off-Highway Vehicle Fund ($6.5 
million), and the Public Resources Account of the Cigarette and Tobacco 
Products Surtax Fund ($4.4 million). 

For discussion purposes, we have divided the department's program 
into three parts based on the proposed funding sources for the projects. 
Table 1 shows the department's total capital outlay request, by funding 
source, and indicates the page on which the analysis of projects from each 
funding source begins. Table 1 also indicatf;ls funds available to the 
deparqnent either from reappropriations or from direct appropriations 
through,the 1988 Bond Fund. 

Table 1 
·Oepartment of Parks and Recreation 

1989-90 Capital Outlay Program Summary . 
(dollars. in thousands) 

Proposed New 
Appropriations Fund 
3790-301-235 Public Resources Account, Cigarette and Tobacco 

Products Surtax Fund ................................. . 
3790-301-263 Off-Highway Vehicle Fund ........................... . 
3790-301-392 State Parks and Recreation Fund ................... ; .. 
3790-301-721· Parklands (Bond) Fund of 1980 .. , ............. , ..... . 
3790-301-722 Parklands (Bond) Fund ofl984 ..................... .. 
3790-301-733 State Beach, Park, Recreational and Historical Facili-

ties (Bond) Fund of 1974 ............................ .. 
3790-301-786 California Wildlife, Coastal and Park Land Conser-

vation (Bond) Fund of 1988 ....................... , .. . 
Subtotal, proposed new appropriations ............................ . 

Funds Previously 
Approved 
3790-301-263 Off-Highway Vehicle Fund, .................... , ..... . 
3790-301-392 State Parks and Recreation Fund .......... " ......... . 
3790-301-721 Parklands (Bond) Fund of 1980 ......... , ............ , 
3790-301-722 Parklands (Bond) Fund of 1984 ...................... . 
3790-301-728 Recreation and Fish and Wildlife Enhancement 

Fund (1970 Bond) ........... " .. , ..................... . 
3790-301-732 State Beach, Park, Recreational, and Historical Facil-

ities (Bond) Fund of 1964 ............................ .. 
3790-301-742 State, Urban, and Coastal Park Fund (1976 Bond) .. . 
3790-301-786 California Wildlife, Coastal and Park Land Conser-

vation (Bond) Fund of 1988 ' ................. ', ... , .. . 
3790-301-890 Federal Trust Fund .................................. .. 

Subtotal, funds previously approved ........................ , .... ; .. 

Total, ; . .' ................ , ......... , ............................... . 

Budget 
Bill 

Amount 

$4,362 
6,532 

95 
349 

9,433 

2,750 

2,000 
($25,521) 

$1,300 
1,420 

622 
7,160 

100 

10 
2,700 

20,000 
100 

($33,412) 

$58,933 

• Projects not discussed separately. We recommend apprpval as budgeted. 

Analysis 
Page 

1,040 
1,041 

1,042 
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DEPARTMENT OF PARKS AND RECREATION-CAPITAL 
O.UTLAY~ontinued 

New Parks Funding Source: Proposition ·70 

Item 3790 

In June 1988, voters approved the California Wildlife, Coastal, and Park 
Land Conservation ACt of 1988, known as Proposition 70. The aCt 
establishes a bond fund of $726 million, of which $284 million is directly 
apI>ropriated to the department for acquisitions of new park lands ($98.6 
million) . and for grants to local agencies for park land acquisition and 
development ($185.4 million). The department proposes .to spend $20 
million for stat(! acquisitions in 1989-90, leaving $78.6 million for expen-
diture in future years. .. 

,In addition. to funds directly appropriated to the department, Propo
sition 70 allocates, $54.7 million for various park and recreation purposes. 
These funds must l;>e approved by the Legislature prior to expenditure. A 
detailed listing of projeGtcategories can be found in Table~. The Budget 
Bill includes expenditures totaliilg $2 million from these funds for'storm 
damage repair ($1 million) and volunteer projects ($1 million). The 
remaining funds will be available for appropriation by the Legislature 
subsequent to a nomination, screening and ranking process conducted by 
the department. The department must review nominations for expendi
tures and submit a list of priorities to the Legislature and the Secretary of 
the Resources Agency by March 1, 1989. A Department of Finance 
budget amendment letter to the Legislature should follow shortly 
thereafter proposing expenditure of all or a portion of the funds· in the 
budget year. ' . . , 

Table 2 
Department of Parks and Recreation 

Proposition 70 Allocation for Park Capital Outlay and Local Grants 
.(dollars in millions) 

Direct Appropriations 
Department of Parks and Recreation ..... : ..... : ................. ~ .... , .... .' ......... . 
Grants to local agencies. : ....................................... ~ ...... ' .............. . 

Subtotals, direct appropriations ......................................... : .......... . 
Budget Bill Appropriations 

Acquisitions for existing parks ..................................................... . 
Coastal Resources (non San Francisco Bay) ............. ; .............. ; ......... . 

a. San Diego to Santa Barbara County ....................................... ; .. 
b. San Luis Obispo to San Francisco County ............... : ....... , ........... . 
c. Marin to Del Norte County ......................................... , ........ . 

San Francisco Bay development. .......... ;.: ........ ' .................. ; ........... . 
Inland development ........................................................... : .... . 
Lakes and reservoirs development .. ; ........................... i ....... c. .... ..... . 

Storm damage repairs ..................................................... .' ........ . 
Volunteer projects .:: .............. ; .............. : ......................... : ...... . 
Natural resources stewardship ......................... ; .................... , ....... . 
Historical facilities development .................................................. . 
Trails development. .............................................................. ; .. 
Sno-Park trailhead acquisition and development ....................... c •••••••••• 

Subtotals, Budget Bill appropriations .............................................. . 

Total, capital outlay and local grants for parks ................................. . 

Total Amount 
Allocated 

$98.6 
185.4 

($284.0) 

$4:7 
14.0 
(8.0) 
(4.0) 
(2.0) 
3.0 
8.0 
2.0 
1.0 
3.0 

10.0 
5.0 
3.0 
1.0 

($54.7) 

$338.7 

Storm damage repairs. As part of its funding request for 1989-90, the 
department requests $1 million from the 1988 bond fund to repair 
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existing public use and administrative facilities in the everif"of storm 
damage prior to the beginning of the budget year, No specific projects 
are identified in the.budget. Instead, the department indicates it will use 
the funds on an "as required basis':' In the spring, however, the 
department traditionally submits detailed information on its prioritiesJor 
storm damage repairs, We will review this information when it becomes 
available and bring any concerns to the attention of the Legislafure, 

ANALYSIS AND RECOMMENDATIONS 
Our review of the department's request for 1~89-90 indicates that 

projects totaling $21.2 million are reasonable in scope and COIlt.. Accorcl
ingly, we recommend approval of these projects tn the amounts're
quested, Table 3 provides a summary of these projects; 

Table 3 
Department of Parks and Recreation 

1989-90 Capital Outlay Program 
Projects Recommended for Approval 

(dollars in thousands) 

item/Project ° . . , 
3790-301-235-Public Resources Account, Cigarette and Tobacco Products Surtax 

Fund 
(1) San Buenaventura SB, groin repair/replacement (c); ....... ; ....... : ....... . 
(2) Statewide sand replenishment (c) ........................................ , ... . 
(3), ·Minor projects ...... , .. , ........................... , ........ , ....... '." ... , ..... . 

3790-301-263-0ff-Highway Vehicle Fund . 
(1) Carnegie SVRA, initial development (c) ......................... : ........... . 
(2) Hollister Hills SVRA, Hudner (a) ........................................ : .... .. 
(3) Hollist~r Hills SVRA, Taylor (a) .............................................. . 
(4) Budget Package/schematic planning ...................... :: ............ 00' .... . 

(5) Minor projects ....... : ........ : ........... ; ........................... ;,; ........ ;. 
(6) Pre'budget appraisals .......................... , ........................ ,; .. ' .... ; 

3790-301~392-State Parks and Recreation Fund 
(1) Retrofit visitor services facilities (c) ............................................. ' 

3790-301,722-Parklands (Bond) Fund of 19.84 . 
(1) Angel Island SP, East Garrison visitor iinprovements,'minor projects ...... . 
(2) Angel Island SP, water system connection (pwc) ........... ~.: ......... : .... . 
(4) Bothe-Napa ValleySP,Wright (a).\ .......... : ................................ . 
(5) California Citrus SHP, schematic 'planning and iartifact acqtiisitien ......... . 
(6) China Camp SP, rehabilitate and develop day use facilities (pw) : ......... . 
(7) Leo Carillo SB,rehabilitation and replacement of worn-out facilities; 

campgrourid (c ) .. i ............. ',' ....... ;' c. c •....• ; ............................... . 
(8) Pyramid Lake SRA, Phase I development (c) ............................... . 
(9) Refugio SB, rehabilitati~nand replacement of worn-out facilities, Upcoast 

campground (c) .......... ,: ...................................................... . 
(10) San Luis Reservoir SRA, family campgrouhd and day use (c) .............. . 
(11) Budget package/sche!llatic planning ........................ : ...... ' ........ .. 

3790-301-786-Califomia Wildlife, Coastal and Park Land Conservation (Bond) 
Fund of 1988 . 

(1) Storm damage repair .......................... ' ......... : ...................... . 
(2) Volunteer Program, minorprojects ...... : .............. : ..... · ................. . 

Total ...... ; ............................................... : ........................ . 

Budget . 
. Bill 

Amou.nt 

$155 
437 

'3,770 

1,830 
2,500 
1,000 

50 
, 1,102 

50 

95 .. 

102 
. 61(i 

.. 600 ' 
225 : 
116 

837 . 
2,391 

1,349 
1,778 

150 

1;000 
1,000 

·$2I;l53 

• Letter following project indicates phase: a=acquisition; p-preliminary . plans; w=working drawings; 
c = construction. . '. 
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DEPARTMENT OF PARKS AND RECREATION-CAPITAL 
OUTLAY-Continued 

PARKLANDS (BOND) FUND OF 1980 
ITEM 3790-301·721 

Item 3790 

The department requests an appropriation of $349,000 from the 
Parklands (Bond) Fund of 1980 for one major project in 1989-90. 

Lighthouse Field SB-Items to Complete ............................................ $349,OOO 
We recommen4 a reduction of $286,000 for items to complete facilities 

upgrading at Lighthouse Field State Beach (SB) to reflect a more 
reasonable estimate of the state's share of cost for the project. (Reduce 
Item 3790-301-721 (1) in the amount of $286,000.) . 

The department requests $349,000 to complete the Phase I develop
ment of Lighthouse Field SB. Owned jointly by the state and the City of 
Santa Cruz, Lighthouse Field SB includes· 36 acres of undeveloped coastal 
terrace and 4,200 feet of scenic cliffs. Specifically the budget proposes the 
following expenditures: . 

• 2,200 feet of metal rail fencing ($175,000); 
• Curbs, gutters, and log barriers ($70,000); 
• L~ndscaping ($50,000); and 
• Miscellaneous items including architectural and engineering fees 

($53,250). 
In 1977, the department entered into an operating agreement with the 

City of Santa Cruz that (1) designates the city as the lead agency for the 
beach, (2) makes the city responsible for operations and maintenance of 
the facility and (3) stipulates that the state, through the DPR, may fund 
no more than 25 percent of the total development costs ofthe park. 

In 1987 the city drew up plans for the first phase of development in 
accordance with the General Plan. The city approved a bid of approxi
mately $1.4 million and requested $342,000 . (25 percent of the total) from 
the department. The DPR informed the city that state participation 
would require appropriation of funds by the Legislature, a process that 
entails development of a budget package by the department, review by 
the Department of Finance, and appropriation by the Legislature. 
Normally this process takes approximately two years to complete. In 
1987-88 the city chose to proceed with the first phase of the development 
project without receiving state support through the DPR's budget. There 
was no legislative review of the project at the time development began. 
However, the state did pay for approximately $296,000 of the 1987-88 
project costs through a competitive grant awarded to the City of Santa 
Cruz from State Coastal Conservancy bond funds; . . 

The budget proposes to complete Phase 1 developmeIit in 1989-90 at a 
cost of. $349,000. According to the department, these costs would be 
funded entirely by the state and represent the state's share of the total 
development costs for Phase 1, including the majority of the project that 
was completed in 1987-88. •.. . 

In our view, the department's proposal should be modified for two 
reasons. First, one aspect of the 1989-90 development proposal goes far 
beyond current state specifications for similar park units. Specifically, the 
proposal includes $175,000 to purchase and install 2,200 feet of metal rail 
fencing along the cliffs at the park unit. This fencing would be identical 
to fencing installed by the city in 1987-88 along certain portions of the 
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cliffs at Lighthouse FieldSR At $80 per linear foot, however, the cost of 
this fencing is three times as expensive as fencing used in most other state 
park units. Using state specifications, we estimate that the fencing would 
cost . approximately $78,000. Second, state administrative procedures 
require that all major capital outlay projects be reviewed by the 
Legislature prior to appropriation of state funds for support. The 
department, however, is requesting that the Legislature appropriate 
state funding for a share of the costs both for items yet to be completed 
and items completed in 1987-88 without legislative review. 

In our view, under the operating agreement, the state's share of cost for 
development of the park unit should be limited to those aspects of 
development that the Legislature has the opportunity to review. Addi
tionally, the state should not pay for materials or other development costs 
that are in excess of the costs that would be incurred at the park unit if 
the state were the sole developer. We recommend the state pay 25 
percent of (1) the estimated cost of purchasing and installing fencing 
materials similar to those installed in other pai-kunits ($78,000) and (2) 
after deduction of the fencing· cost, the remaining 1989-90 costs of 
$174,000 to complete Phase 1 development of the park unit. Accordingly, 
we recommend a total reduction of $286,000 from the department's 
proposal. 

PARKLANDS (BOND) FUND OF 1984 

ITEM 3790-301-722 
The department requests appropriations totaling $9,433,000 from the 

Parklands (Bond) Fund of 1984 for various major and minor projects, and 
planning activities in 1989-90. Elsewhere, we recommend approval of 10 
projects totaling $8,164,000. The remaining projects are discussed below. 

Bidwell Mansion State Historic Park (SHP), 
Visitor Center, Construction ............................................................... $1,067,000 

We withhold recommendation on $1,06~000 requested in Item 3790-
301-722(3) pending final cost estimates for a visitor center at Bidwell 
Mansion SHP. 

The budget includes $1,067,000 for construction of a new visitor center 
and realignment of the parking area at Bidwell Mansion SHP in Chico. 
Currently, visitor services are housed within the mansion, preventing the 
department from fully restoring the mansion to its historic state. 

Design (lnd Building Materials Have Changed. The initial design of 
the visitor center was incompatible with the mansion. To improve the 
compatibility of the visitor center and the mansion, the department has 
altered the preliminary design by lowering the level of the roof, making 
minor changes in the floor plan, and specifying an exterior building 
material that does not distract attention from the mansion. The project 
now appears reasonable in scope and design. Since final cost estimates 
based on these changes were not available at the time of this Analysis, 
however, we withhold recommendation on $1.1 million for construction 
of the visitor center pending review of a revised cost estimate. 

Natural Heritage Stewardship, Minor Projects ................................. $202,000 
We withhold recommendation on $202,000 requested in Item 3790-

301-722(12) for Natural Heritage Stewardship pending completion of 
the 1988 Bond Fund deliberations. 
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The department requests $202,000 from the 1984 Bond Fund for 
projects that focus. on . critical plant and animal habitat, control and 
elimination· of exotic species, and erosion control. 

The program for 1989-90 anticipates using $202,000 from the 1984 bond 
plus additional funds from the 1988 bond, for natural heritage steward
ship. Proposition 70 allocates $10 million, subject to appropriation by the 
Legislature, for natural heritage stewardship. At the time of this Analysis, 
the department had not yet specified (1) the amount of Proposition 70 
funding it proposes to spend in 1989-90 on this program or (2) project 
detail and priorities for program expenditures. Accordingly, we withhold 
our recommendation on the $202,000 proposed in the budget pending 
receipt of detail on expenditures from all sources proposed for natural 
heritage stewardship in the budget ye~r. 

STATE BEACH, PARK, RECREATIONAL AND HISTORICAL FACILITIES 
.. (BOND) FUND OF 1974 

ITEM 3790-301-733 

Old Town San Diego SHP-Bohannon Pottery 
Village, Acquisition ................................................................................ $2, 750,000 

We withhold recommendation on the acquisition of Bohannon 
Pottery Village in Old Town San Diego pending completed acquisition 
cost estimates. 

This acquisition will help satisfy the .<lemands for off-street parking in 
close proximity to the main historic area of the park and enable the 
deparqnent to realign the main park entrance road according to . the 
General Plan.· The acquisition appears reasonable in scope, but the 
department currently is having the property reappraised. Until the 
reappraisal is complete, the department will be unable to provide a firm 
acquisition cost estimate. As a result, we withhold our recommendation 
pending completion of the reappraisal and receipt of an updated cost 
estimate. 

Supplemental Report· Language 
For purposes of project definition and control, we recommend that the 

fiscal subcommittees adopt supplemental report language which de
scribes the scope of each of the capital outlay projects approved in each 
item. This would be consistent with actions taken by the Legislature in 
prior years. . 
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DEPARTMENT OF WATER RESOURCES~CAPITALOUTLAY 

Item 3860-301 from the Public 
Resources· Account Budget p. R 198 

Requested 1989-90 ........................................................................... . 
Recommended approval ............................ ; ...............................•... 

$1,100,000 
1,100,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDAJIONS . page 

1. Federally Funded Flood Control Projects. Recommend the 1044 
Department of Finance report at budget hearings on fund-
ing for penalties incurred by riot providing funding for 
federal flood control projects. 

2. Flood Control Project Staffing. Recommend deletion of 4.5 1045 
PYs if the Legislature concurs with the administration's 
proposal to not provide funding for federal flood control 
projects. 

OVERVIEW OF THE BUDGET REQUEST 
The budget requests capital outlay funds totaling $1.1 million from the 

Public Resources Account, Cigarette and Tobacco Products Surtax Fund 
(PRA) to purchase lands with riparian vegetation for flood control. 

No Funding for Federal Flood Control Projects. In previous years, the 
budget has also requested funding,primarily from the Special Account 
for Capital Outlay (SAFCO), to provide the state's share of federally
sponsored flood control· projects. The budget. does not propose any 
funding for the state's share of such projects in 1989-90, due to a shortfall 
in the SAFCO. . 

The Reclamation Board, within the Department of Water Resources 
(DWR), acts as the nonfederal sponsor for flood control projects con
structed by the U.S. Army Corps of Engineers in the Sacramento and San 
Joaquin River Systems. As nonfederal sponsor, the board is responsible for 
providing funding for lands, easements, rights-of-way, and relocations 
(known as LERRs) required for projects, as well as a cash contribution. 

Under state law, the board pays all of the nonfederal costs for some 
projects and shares nonfederal costs with local interests for other projects. 
In either case, the board's contribution is budgeted as a capital outlay 
expenditure. Outside the central valley area, local agencies act as the 
nonfederal sponsor and receive state funds. in the form of subventions. 
These monies are budgeted as local assistance in the DWR's budget. 

ANALYSIS AND RECOMMENDATIONS 

Federally-Funded Flood Control Projects: Costs If We Pay, Costs If We Do 
N~ . 

Background. The state, as the nonfederal sponsor·· for federal flood 
control projects, is under a legal obligation to provide the nonfederal 
costs of ariy project for which an agreement has been signed with the U.S. 
Army Corps of Engineers . (COE) . The state is usually responsible for 
purchasing lands, easements and rights-of-way before the COE is able to 
advertise project contracts. Therefore, a significant portion of the state 
obligation is required before the project begins construction. The remain-
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der of the state share, usually for relocation of facilities (such as roads, 
bridges, and power lines) and for the federally required cash contribu
tion, is incurred during the construction phase of the project. The final 
cash contribution is usually calculated when work is completed. 

The COE indicates that the state share of project costs in 1989-90 will 
total approximately $10.5 million. Table 1 shows the five projects that are 
currently proposed for federal funding in the budget year. Of these 
projects, two currently are under construction, two have been delayed 
for several years and are ready to begin construction in the budget year, 
and one is a new project expected to begin construction in 1989-90." 

Table 1 
Department of Water Resources-Capital Outlay 

Federal Flood Control Projects Scheduled for 1989-,90 
(dollars in thousands) 

Project Status 
Fairfield Vicinity Streams. . . . . . . . . . . . . . .. Phases I and II complete 

Phase IIa to begin 
Phase III under construction 
PhaSe IV to begin 

Subtotals, Fairfield ................................................................. . 
Sacramento Riverbank Protection 4 contracts advertised or under con-

Project.. . . . . .. . . .. . . . . . .. . . .. . . . . . . . . . struction 
7 new contracts to begin 

Subtotals, Sacramento ............................ : ................................. . 
Merced County Streams ................. Construction LERRs to be purchased 

1988-89 .. 
Construction to begin 89-90 

Subtotals, Merced .................................................. : ............... . 
San Joaquin River Clearing and Snag-

ging.. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .... Middle River to begin 
Mendota Pool to begin 
Kings River North to advertise con
tracts 

Subtotals, San Joaquin ........................................................... . 
Cache Creek Settling Basin. . . . . . . . . . . . .. Construction to begin 89-90 

Total ................................. · .......... ; ................. ; ................ . 

a Costs for SRP project are approximate and could vary. 

1989-90 State 
Funding Require

ment 

$80 
627 

1,150 
($1,857) 

1,200 a 

1,300 a 

($2,500) a 

$39{):.595 b 

($396-595) b 

$225 
42 
60 

($327) 
$5,190 

$10,270-$10,469 

b Merced County has not yet determined whether to seek state/local cost sharing according to new 
provisions contained in Ch 1251/88 (SB 505, Royce), or under previous cost sharing arrangements, 
resulting in a range of potential state costs. .. 

State Incurs Penalties for Not Meeting Funding Obligation 
We recommend that the Departments of Finance (DOF) and Water 

Resources report at budget hearings on how the administration intends 
to provide funds for (1) federal penalty assessments or (2) the state 
share of project costs in 1989-90. We further recommend that the 
departments report at budget hearings concerning project funding 
priorities. 

If the state fails to make payments required under the agreements with 
the COE, the COE has two options: it may continue the construction of 
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the project; particularly if there is an imminent public safety concern 
(such as a partially completed dam), or it may suspend or terminate 
project activities. In either case, the COE charges the state a penalty, in 
the form of interest costs, on any delinquent payments. The penalty is set 
at 150 percent of the ,rate on federal Treasury bills auctioned prior to the 
date of delinquency, and is recalculated every three months thereafter. 
(If a contract has not been advertised yet, however, the state does not 
incur an obligation and would not be penalized. Therefore, in cases 
where contracts have not yet been advertised, it may be possible for the 
COE to delay the advertising dates for new contracts to avoid assessing 
penalties on the state.) The COE indicates that it will impose penalties on 
the state if it does not meet the state funding obligation. Based on the 
status of the five· projects, tile· estimate that the state (:ould incur 
approximately $800,000 in penalties in 1989-90. 

Other Potential Consequences of Not Paying State Share. In addition 
to the penalties the state would incur for nonpayment of its share of 
project costs, the 1989-90 projects could be delayed at least a year if the 
COE opts to suspend construction until state funds become available. The 
consequences of project delays differ between projects, dependingon the 
status of the project and the degree of flood risk associated with current 
conditions. (A description of each project appears atthe end of this item.) 
In addition, failure to provide the budget-year share of flood control 
project costs could jeopardize the state's relationship with the COE. In 
the past, the state has always provided its required share of funding and, 
as a result, is in good standing with the COE. The COE in turn has 
allowed the state some latitude with regard to scheduling of payments 
and other requirements of nonfederal sponsors. If the state fails to 
provide its funding share in 1989-90, the Corps could require in the future 
that.all nonfederal support for a given project must be provided before 
the project can. begin. 

Our analysis .indicates that the state could incur significant penalty 
costs in 1989-90-as well as project delays-if the Legislature approves the 
administration's proposal not to fund federal £lood control projects in the 
budget year. The budget, however, proposes no funding for these 
penalty costs. We recommend, therefore, that the DOF and the DWR 
report at budget hearings on how the administration intends to (1) 
provide funds for penalty payments associated with each project or (2) 
fund the state share of project costs. We also recommend that the DOF 
a,nd the department report on the priorities for funding the five specific 
projects discussed in this analysis. 

Flood. Control Activities Overstaffed But Underfunded 

We recommend that the Legislature delete 4.5 personnel-years in 
DWR staffing for federal flood control projects if the Legislature 
concurs with the administration proposal to provide no state funding 
for federal flood control projects in 1989-90. 

Staff support for the department's major capital outlay program for 
flood control activities is included in the budget requests for project costs. 
The budget is proposing to fund only one flood control project this year, 
a decrease of four projects from the current year. 

In the current year, the department has 8.5 personnel-years (PYs) to 
support its capital outlay projects. The department indicates that the one 
project approved for the budget year, the riparian vegetation purchase 
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project, requires 1 PY. Consequently, the budget should reflect a 
decrease of 7.5 PYs to correspond with the decrease in flood control 
projects proposed for funding; 

The budget, however ,proposes to reduce staff support for, major 
capital outlay projects by only 3 PYs, while in effect deleting all funding 
for staff support by not requesting project funding. Our analysis indicates 
that the department would require approximately $200,000 to support the 
4.5 PYs that would remain dedicated to the flood cqntrol program. No 
specific proposal was submitted, however, to justify the number of PY s 
proposed for reduction or how the department will fund the personnel 
that would remain. Consequently, we recommend that the Legislature 
delete the 4.5 positions left to support federal flood control projects ifit 
concurs with the administration's proposal to ptovideno funding for 
these projects. 

Federal Flood Control Projects for 1989-90 
For informational purposes, we provide below a description of each of 

the federally~funded flood control projects scheduled for 1989-90. 
Fairfield Vicinity' Streams Project. This project, under construction 

since 1985, is scheduled for completion in 1989-90. The first three phases 
comprise one unit of the flood control system, and ,the fourth phase will 
provide flood protection along a separate stream. Phase I1a, a portion of 
a diversion channel, connects work completed under Phases II and III, 
and is necessary for the diversion channel unit of the project to become 
operational. The Reclamation Board is fully responsible for nonfederal 
costs incurred for the remainder of the project because the local sponsor 
has already contributed its share to the project. 

Sacramento Riverbank Protection Project. This is ali ongoing project 
to maintain the integrity of the levee system along the Sacramento River 
by preventing erosion on bank areas critical to maintaining the flow of 
the river. Each year, several contracts are undertaken to line portions of 
the riverbank with rock,' to mitigate the environmental impacts of the 
project, and in some areas to implement alternative bank protection 
measures. The federal government provides 75 percent ofthe funding for 
the project, and the state, through the Reclamation Board, provides all 
LERRS and cash to total 25 percent of project costs. ' 

Merced County Streams. The first of four phases of this project, Castle 
Dam, has been approved for construction, although ilieproject, has 
experienced numerous delays. The COE anticipates beginning construc
tion in June 1989. State funds required for purchase of LERRs before 
construction of Castle Dam can begin are available in the 1988-89 budget, 
and are anticipated tobe expended by April 1989. The COE anticipates 
advertising construction contracts in May 1989. Qnce construction con
tracts are let, the state and the nonfederal sponsor will be responsible for 
(1) relocations required by the project in 1989-90, (2) additional up
stream LERRS, and (3) a portion of the cash requirement. The COE 
estimates that the nonfederal share'inl989-90 will be $850,000; including 
cash requirements, but cautions that costs could be as much as $500,000 
more than currently estimated. The Reclamation Board is not responsible 
for the entire nonfederal share of this project, but the local sponsor has 
not yet determined which of two available cost-sharing options it will 
select. ' 
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San Joaquin River Clearing and Snagging. This project, designed to 
provide some relief from flooding and seepage on segments of the San 
Joaquin River, has also experienced numerous delays. If all environmen
tal documentation is approved as anticipated by the COE, the project 
should commence in June 1990. This would require state purchase of 
construction LERRs in 1989-90. (The Reclamation Board is the sole 
nonfederal sponsor for the project.) The federal government is providing 
all the funds necessary for purchase of mitigation lands for the project, 
w):lich should occur in the current year . 

. Cache Creek Settling Basin. Part of the Sacramento River Flood 
Control Project, the Cache Creek Settling Basin is scheduled to be 
enlarged to prevent sediment from being carried further downriver 
duririg high water. Assuming federal funds are appropriated, the COE 
intends to begin construction in the spring of 1990, requiring purchase of 
LERRs in 1989-90. However, Congress did not appropriate funds for this 
project in the current federal fiscal year. 

DEPARTMENT OF HEALTH SERVICES-REVERSION~CAPITAL 
OUTLAY 

Item 4260-496·.to the General 
Fund, Special Account for 
Capital Outlay 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 97 

The budget proposes a reversion to the Special Account for Capital 
Outlay (SAFCO) of the unencumbered balance of funds appropriated in 
Item 4260-301-036 (2) of the 1987 Budget Act. The Legislature appropri
ated $1,308,000 in that item from SAFCO for the department to exercise 
a purchase option for a 25,000 square foot laboratory buildirig in Los 
Angeles which the department had been leasing .. The department 
purchased the building in June 1988, The balance of the appropriation to 
be reverted is $4,000. 

34--78859 
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DEPARTMENT OF MENTAL HEALTH ...... CAPITAL OUTLAY 

Item 4440-301 from the 
Cigarette and Tobacco 
Products Surtax Fund, 
Unallocated Account Budget p. HW 132 

Requested 1989-90 ............................................................... , ......... . 
Recommended approval .............................................................. . 
Recommended reduction ............................................................ ; 
Recommendation pending .............................................. ; ........... . 

$17,530,000 
11,525,000 

280,000 
5,725,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Analysis 

page 

1. Multipurpose Building at Atascadero State Hospital. Re- 1051 
duce Item 4440-301-236 by $219,000 (future savings $8.6 
million). Recommend deletion of preliminary plan funds 
because recent state court actions invalidating the Mentally 
Disordered Offender Program eliminate the need for this 
new building., . 

2. Warehouse Expansion at Atascadero State Hospital. Recom- 1052 
mend approval contingent on receipt of preliminary plans 
prior to budget hearings. Further recommend supplemental 
report language setting construction phase cost at $1,281,000. 

3. "R and T" Building Improvements at Metropolitan State 1052 
Hospital. Withhold recommendation on $5,239,000 for con
struction pending (a) final accounting/justification for 
project cost increases and (b) decision by the Office of 
Statewide Health Planning and Development on a waiver 
request which could significantly affect project cost. 

4. Upgrade James Hall at. Metropolitan State Hospital. Re- 1053 
duce Item 4440-301-236 by $61,000. Recommend deletion of 
working drawing funds and approval in the reduced amount 
of $31,000 for preliminary plans due to uncertainties over 
final project scope / cost. 

5. Building 197 Improvements at Napa State Hospital. With- 1054 
hold recommendation on $486,000 requested for working 
drawings pending receipt of completed preliminary plans 
prior to budget hearing, including a cost estimate reviewed 
on the basis of the bid award at Building 195-as required by 
language in the Supplemental Report of the 1988 Budget Act. 
Further recommend deletion of Budget Bill language pro
viding authority to solicit construction bids prior to appro
priation for construction. 

OVERVIEW OF THE BUDGET REQUEST AND FIVE-YEAR CAPITAL OUTLAY 
PLAN 

Budget Request. The Department of Mental Health's (DMH) 1989-90 
capital outlay program represents the sixth year of a major initiative to 
upgrade all patient living areas in the department's hospitals to meet 
current fire, life safety and environmental standards. This capital outlay 
work is part of a larger departmental effort to maintain accreditation of 
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its hospitals by the Joint Commission on Accreditation of Hospitals 
(JCAH). As of Octob,er 1987, the JCAH had granted accreditation to all 
DMH hospitals. Continued accreditation status, however, is contingent 
on successful and timely completion of the projects to remodel patient 
living areas. . 

According to the Governor's Budget, the patient living area remodel
ing plan involves the renovation of space for 5,384 patient beds at a total 
estimated cost of $144.1 million, or about $26,800 per bed. To date, the 
Legislature has approved funds totaling $88.1 million for this work. The 
budget requests $16.5 million in 1989-90 which would leave an estimated 
funding need of $39.5 million in future years to complete the patient 
living area remodeling plan. 

Table 1 shows estimated costs for the patient living area remodeling 
effort as well as for additional projects in patient program areas, staff 
offices and support facilities ($36 million). The budget requests $1.0 
million for these other projects in 1989-90 for which the estimated future 
cost is $10.1 million. When these other projects are taken into account, the 
overall DMH capital outlay plan, as shown in the Governor's Budget, 
involves a total estimated cost of $180.1 million. As Table 1 indicates, the 
Legislature has appropriated a total of $113 million for this overall effort, 
leaving an estimated funding need of $67.1 million in 1989-90 and future 
years. 

Type of Project 

Table 1 
Department of Mental Health 

Hospital Remodeling/Capital Outlay Plan 
As Shown in Governor's 198~90 Budget 

(dollars in thousands) 

Estimated Previously 
Total Total Funded 
Beds Costa Amount 

Patient living area remodeling .............. 5,384 $144,117 $88,098 
Other hospital projects ....................... N/A 36,003 24,906 

Totals ....................................... $180,120 $113,004 

a Department estimates. 

Budget Estimated 
Bill Future 

Amount Costa 
$16,526 $39,493 

1,004 10,093 
$17,530 $49,586 

Five-Year Capital Outlay Plan. The department's five-year capital 
outlay plan dated January 12, 1989, however, identifies an additional $31.5 
million for projects not identified in the Governor's Budget. The 
additional projects generally address (1) remodeling of kitchen and 
dining areas and employee housing and (2) renovation of utility systems. 

Th.e DMH five-year plan proVides a generalized overview of the 
department's capital improvement needs. Based on our review of the 
plan, we believe the informational content of the plan should be 
improved to make it a more useful document, not only for the Legisla
ture, but for the administration. Specifically, the department needs to 
include more detailed discussions of the program needs/requirements 
which "drive" the capital outlay proposals included in the plan, specify 
bow proposed projects meet program needs and identify project priori
ties and fhe basis on which priorities are set. 
ANALYSIS AND RECOMMENDATIONS . 

The budget requests $17,530,000 for seven major and seven minor 
capital outlay projects for DMH in 1989-90. The entire amount is 



1050 / CAPITAL OUTLAY Item 4440 

DEPARTMENT OF MENTAL HEALTH-CAPITAL OUTLAY-Continued 
requested from cigarette surtax monies (Item 4440-301-236). We have 
reviewed the DMH capital outlay requests on their merits, rather than 
whether the proposed funding source is appropriate for the proposed 
purposes. We believe this matter is a policy issue for the Legislature's 
determination. 

Table 2 shows the amounts requested for each project and our 
recommendations. 

Table 2 
Department of Mental Health 

1989-90 Capital Outlay Program 
Item 4440-301,236 

(dollars in thousands) 

Budget Analyst's 
Sub- Bill Recommend-
Item Project Location . Phase" Amount ation 
(1) Minor construction projects ..... statewide pwc $610 $610 
(2) Fire, life safety 

improvements-remodel pa-
tient living areas .................. Atascadero c 10,503 10,503 

(3) Multipurpose building ........... Atascadero p 219 
(4) Warehouse ....................... Atascadero w 83 83 c 

(5) Fire, life safety, environmental 
improvements-R and T Build-
ing. . . . . . . . . . . . .. . . .. . . . . .. . . . .. . .. Metropolitan c 5,239 pending 

(6) Upgrade James Hall ............. Metropolitan pw 92 31 
(7) Fire, life safety, environmental 

improvements-Building 197 .... Napa w 486 pending 
(8) Fire, life safety, environmental 

improvements-Building 70 ..... Patton p 298 298 
Totals ............................... $17,530 $11,525 

a Phase symbol indicates: p = preliminary plans; w = working drawings; c = construction. 
b Department estimates. 

Estimated 
Future 
Cost b 

$8,593 
1,245 

823 

8,933 

11,645 
$31,239 

c Recommended amount contingent on receipt of preliminary plans prior to budget hearings. 

As summarized in Table 2, we recommend approval as budgeted of the 
following three proposals totaling $11,411,000. 

Minor Projects. The budget includes $610,000 in Item 4440-301-236 for 
seven minor construction projects. These projects range in cost from 
$25,000 to install fire exits at Patton State Hospital (San Bernardino) to 
$176,000 to air condition staff offices at the same hospital. 

Fire, Life Safety and Environmental Improvements at Atascadero 
State Hospital. The budget includes $10,503,000 for the construction 
phase of fire, life safety and environmental improvements at Atascadero 
State Hospital. The project consists of interior remodeling of patient 
wards (255,000 gross square feet) and building l:!,dditions (45,000 gross 
square feet) to provide space for administrative and clinical support 
functions. The State Public Works Board approved preliminary plans for 
this project in July 1988. At that time the Department of Finance advised 
the board and the Legislature that the project was within the scope/cost 
approved by the Legislature. The amount requested for construction is 
consistent with the amount recognized by the Legislature in the Supple
mental Report of the 1988 Budget Act, adjusted for inflation; 
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Building 70 "Improvements at Patton State Hospital. The budget 
includes $298,000 for preliminary plans for fire, life safety and environ
mental improvements to Building 70 at Patton State Hospital in San 
Bernardino. The project consists of remodeling approximately 125,000 
square feet of existing building area to correct code deficiencies and meet 
environmental standards needed to. maintain hospital accreditation, 
including the provision of (1) more privacy for patients in sleeping and 
bathing areas and (2) larger areas for therapeutic treatment activities. 
Upon completion of the renovations, Building 70 will have a capacity of 
320 beds. 

The estimated future cost for working drawings and construction is 
$11.6 million. The estimated construction contract portion of this cost is 
$9.4 million, or about , $75 per square foot. 

A discussion of the remaining projects and our recommendation for 
each follows. 

Multipurpose Building, Atascadero State Hospital 
We recommend deletion 0/$219,000 requested in Item 4440-301-236for 

preliminary plans because recent court actions invalidating the Men
tally Disordered Offender program' eliminate the need for this new 
project (future savings $8.6 million). 

The budget proposes $219,000 for preliminary plans for a new "multi
purpose" building at Atascadero State Hospital. According to the depart
mEmt's documentation for the budget request, the proposed building 
wbuld provide facilities for vocational/academic education classrooms 
and various staff offices. The project consists of a two-story, fully 
furnished, maximum security building of 46,700 gross square feet (gsf). 
The building would he designed to allow for later expansion by adding a 
third story,.. (The '. department has not specified why or when this 
expansion would be needed, what additional costs are imposed by 
designing for future expansion, or what the costs of the expansion itself 
would be.) 

Under the department's proposal, most of the space in the new 
building' ultimately would . be used for classrooms. According to the 
department, this additional classroom space will be needed at Atascadero 
to accommodate a growing client population under the recently estab
lished Mentally Disordered Offender (MDO) program because the MDO 
program requires more instructional hours per client relative to other 
programs. The department's plan for the new building was based largely 
on an assumption that the MDO population at Atascadero would grow 
from 139 clients at present to 511. 

MDO Program No Longer Constitutional. In October 1988, the state 
Court of Appeal found the MDO statute to be unconstitutional. The state 
Supreme Court decided on February 2, 1989 to uphold the appeal court 
decision. . 

Budget Impact. Due to the timing of the court ruling, the proposed 
budget does not reflect its fiscal impact on the MDO program. The 
Legislature needs additional information to assess the short- and long
term fiscal and policy options as a result of the court ruling. At a 
minimum, the Legislature needs information on (1) how many current 
MDO patients would no longer meet commitment criteria for treatment, 
(2) what is the current- and budget-year impact, (3) are there other 
commitment mechanisms in statute that would allow treatment of this 
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population, and, if so, how would treatment funding be handled. In view 
of the court action and the uncertainty of the size ofthe potential patient 
caseload and/or treatment mode, preliminary plans clearly are not 
warranted for a new building, the main purpose of which would be 
classroom space for the MDO program. On that basis, we recommend 
deletion of the $219,000 requested inltem 4440-301-236 for preliminary 
plans for the multipurpose building at Atascadero. 

If the department believes additional space is required at Atascadero 
for treatment of offenders in other programs, it should provide the 
Legislature with the following information: (1) fully detailed information 
on existing/projected space requirements, (2) why existing space is 
ina.dequate, and (3) exi~ting/proposed space utilization ~t the institution. 
ThIs assessment should mclude the 81,000 gsf of new office and program 
space provided by two other projects, one of which is under construction 
and one of which is in design. 

Warehouse Expansion, Atasca.dero State Hospital 
We recommend approval contingent on receipt of preliminary plans 

prior to budget hearings. We further recommend the adoption. of 
supplemental report language setting the construction phase co{lt at 
$1,281,000. 

The budget includes $83,000 for working drawings for expansion of a 
. warehouse at Atascadero State Hospital. The Legislature approved funds 
for preliminary plans in the 1988 Budget Act and recognized an estimated 
total project cost of $1,164,000 in supplemental report language. The 
Director of Finance, in a letter dated November 23, 1988, informed the 
Legislature that structural modifications to the designed project would 
increase the project cost by $200,000. Our review indicates that. the 
modifications are needed. The amount requested for working drawings is 
consistent with the information provided to the Legislature by the 
director's letter. 

At the time this analysis was prepared, the department had not 
provided the Legislature with completed preliminary plans. We. recom
mend approval of the budget request, contingent on receipt of completed 
preliminary plans prior to budget hearings. If the preliIpinaryplans· are 
not available to the Legislature at that time; we recommend the 
Legislature not approve the request. If the Legislature approves funds for 
the project, we recommend that supplemental report language describ
ing the scope/cost be adopted which establishes a construction phase cost 
of $1,281,000, consistent with the November 1988 notification to the 
Legislature. 

"R and Tn Building Improvements, Metropolitan State Hospital 
We withhold recommendation pending (1) a final accounting/jus

tification for project cost increases and {2} review by the Office of 
Statewide Health Planning and Development ofa waiver request 
which could significantly affect project cost. . 

The budget includes $5,239,000 for the construction phase of fire, life 
safety and environmental iInprovements to the"R and T" (receiving and 
treatment) Building at Metropolitan State Hospital in Norwalk, Los 
Angeles County. This request exceeds the amount recognized by the 
Legislature in the Supplemental Repo1't of the 1988 Budget Act (adju,sted 
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for inflation) by $1,125,000-a 27 percent increase. This increase is 
unusual, not only for its magnitude, but because this year's estimate is 
based on the same set of working drawings that were before the 
Legislature last year. Also, this is the second year that the administration's 
cost estimate for the construction phase of this project has increased 
significantly. The estimate submitted to the Legislature last year was 21 
percent higher than the previous estimate based on preliminary plans. 

According to the Office of Project Development and Management 
(qPDM-:-Depattment of General Services), most of the recent cost 
increase is based on the need to correct estimating errors/omissions made 
in last year's estimate. At the time this analysis was prepared, OPDM was 
not able to either document or justify fully the changes froin the prior 
estimate. In response to our questions, OPDM is conducting a compara-
tive review of the two cost estimates. . 

The construction fund request includes $40,000 for OPDM to hire a 
consultant to conduct a detailed check of the working drawings. It is not 
clear why this expenditure is needed. Funds previously appropriated for 
working drawings should have been adequate to cover a detailed check 
of the drawings. 

Finally, the department currently has a request before the Office of 
Statewide Health Planning and Development to waive a requirement for 
a ducted return air system as part of the heating, ventilation/ air 
conditioning system for this building. According to OPDM staff, denial of 
this waiver request could increase the project cost by as much as $300,000 
to $400,000. 

In view of these circuinstances, we withhold recommendation on 
$5,239;000 requested in Item 4440-301-235 for construction pending (1) a 
final accounting/justification for increases in project cost and (2) the 
decision on the waiver request. 

Upgrade James Hall at Metropolitan State Hospital 
We recommend approval of $31,000 in Item 4440-301-235 for prelim

inary plans only (a reduction of $61,000), so that the Legislature will 
have the opportunity to review the scope/cost of the project. based on 
completed preliminary plans. 

The budget includes $92,000 for. preliminary plans ($31,000) and 
working drawings ($61,000) to upgrade James Hall at Metropolitan State 
Hospital. James Hall, builtin 1929, serves as the hospital's auditorium and 
is used for patient recreational therapy, including movie and stage 
performances. This. project will correct all code deficiencies in the 
huilding and includes new roofing, :new heating/ventilation/air condi
tioning, reflooring, renovation of kitchen/bath areas, handicap access and 
installation of a fire sprinkler lalar!ll system. Estimated future cost for 
construction is $823,000. The construction contract cost portion of this 
estimated cost is' $705,000, or $75 per gross square foot. 

There are many uncertainties concerning the necessary work and 
assoCiated costs inherent in major reinodeling projects of older buildings 
such as James· Hall. These include uncertairities created by the potential 
presence of asbestos and unknown building structural/utility conditions. 
During the development of preliminary plans and after an asbestos 
survey is conducted, the necessary work and associated costwill be better 
defined. The Legislature needs this information to assess the need/prio
rities of various project elements and to determine the appropriate level 
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of improvements to fund for this building. Accordingly, we recommend 
approval in the amount of $31,000 for preliminary plans only-a reduction 
of $61,000 for working drawings. 

Building 197 Improvements/Napa State Hospital 

We· withhold recommendation on $486,000 requested in Item 4440-
301-236 for working drawings pending receipt of completed prelimi
nary plans. We further recommend that the Legislature delete Budget 
Bill language providing authority to solicit construction bids prior to 
appropriations for construction. 

The budget includes $486,000 for working drawings for fire, life safety 
and environmental improvements to Building 197 at Napa State Hospital. 
The Legislature appropriated $214,000 for preliminary plans in the 1988 
Budget Act and in supplemental report language directed DMH to 
review/revise the project cost estimate based on the construction bid 
award at the neighboring Building 195 project. 

At the time this analysis was prepared, completed preliminary plans 
were not available for legislative review. The construction cost estimate 
provided by the department-which is not .based on completed prelim
inary plans-exceeds the amount recognized by the Legislature in the 
Supplemental Report of the 1988 Budget Act (after adjusting for infla
tion) by $288,000. According to the department, an increase in estimated 
asbestos abatement costs accounts for $200,000 of the increase in total 
project cost. The OPDM staff attribute the remainder of the increase to 
an error in the previous cost estimate. We withhold recommendation on 
the request for working drawing funds pending receipt of the asbestos 
survey and completed preliminary plans-including a cost estimate 
reviewed on the basis of the Building 195 construction contract award (a 
construction contract was signed in June 1988). 

Proposed Budget Language 

The Budget Bill includes language (Provision 1 of Item 4440-301-236) 
permitting the department to solicit construction bids for Building 197 
prior to the appropriation of funds by the Legislature for construction. 
This language has been included to enable DMH to go to bid on 
construction earlier than would otherwise be possible in the absence of a 
construction appropriation. Based on the department's schedule, con
struction of this project could commence iri the budget year (April 1990) . 
The budget, however, does not request construction furids. 

We recommend the Legislature delete the proposed language. Given 
the administration's decision not to fund construction in 1989-90, the 
Budget Bill language-which would, not allow soliciting bids until the 
budget subcommittees have approved construction monies as part of the 
1990-91 Budget-would advance the start of construction by perhaps one 
or two months. Moreover, soliciting bids without the funds to award a 
contract is, in our judgement, unwise from a fiscal policy standpoint and 
potentially unfair to the contractors who spend large sums of money to 
prepare bids on these projects. 
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Supplemental. Report Language 
For purposes of project definition and control, we recommend that the 

fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under these 
items. 

EMPLOYMENT DEVELOPMENT DEPARTMENT-CAPITAL 
OUTLAY 

Item 5100-301 from various 
federal funds Budget p. HW 154 

Requested 1989-90 ......................................................................... . 
Recommended approval .............................................................. . 

GENERAL PROGRAM STATEMENT 
Five-Year Capital Outlay Plan. 

$502,000 
502,000 

The Employment Development Department (EDD) capital outlay 
program consists of minor re~ovations and expansions of the depart
ment's state-owned field offices and headquarters complex. Most of these 
projects are related to providing access for the mobility impaired, 
changmg office space confi~rations for improved service to the public, 
or installation of new data.processing equipment. 

The department indicates that it will request $1 million in each of the 
next five years to carry out unspecified minor. capital outlay projects 
($200,000 or less per project). The Office of the State Architect, under a 
$500,000 interagency agreement with EDD, recently completed "holistic 
studies" of 33 state-owned ~DD field offices (EDD occupies 40 state
owned offices and 167 leased offices). These studies reviewed structural 
elements and building systems, and made recommendations for repairs 
and improvements. The department's five-year plan, understandably, 
does not reflect these recommendations, because the EDD pas not yet 
evaluated the studies. 

ANAL YSI$ AND RECOMMENDATIONS 
We recommend approval. 
The budget requests $502,000 from various federal funds for seven 

minor capit~ outlay projects. The costs of these projects range from 
$21,000 to provide new hearing facilities in the Van Nuys appeals office, 
to $153,000 to m()dify EDD-owned premises in San Jose to accommodate 
disability insurance staff currently in a leased location. 

The scope and cost of the proposed projects appear reasonable. 

Supplemental Report Language 
For purposes of project definition and control, we recommend that the 

fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under these 
items. 
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Item 5240-301 from the 1988 
. Prison Construction Fund . Budget p. YAC 28 

Requested 1989-90 ..................................... ,.................................... $21,083,000 
Recommended approval ............................................................... 18,631,000 
Recommended reduction ............................................................. 2,452,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Analysis 

page 

1. New Prison Capital Outlay Needs. Recommend that the 1057 
Department of Corrections -(CDC) report to the fiscal 
committees on its 1989-90 capital outlay needs and its 
funding plan for new prisons. 

2. Contractor Claims. Recommend CDC provide to the fiscal 1058· 
committees written explanations on: (a) why contractor 
claims on new prison projects now are anticipated to be a 
minimum of $82 million in the current year and budget year, 
(b) why steps previously taken to reduce the incidence of 
claims have not been successful, (c) details of the steps CDC 
will take to correct the problem, and (d) what funding 
sources are available to pay such claims. 

3. Preliminary Plans Not Available. Recommend approval of 1062 
funds for six projects, totaling $8,872,000, contingent on 

. receipt of completed preliminary plans prior to budget 
hearings. 

4. Replace Cell Doors/Locks, North Facility, Soledad, Reduce 1063 
Item 5240-301-747(3} by $2.1 million. Recommend reduc-
tion to make the project consistent with legislative direction 
to select the most cost-effective sliding door system. Further 
recommend that the Legislature not fund this request if 
completed preliminary plans are not available for legislative' 
review prior to budget hearings. 

5. Visitor Processing Facilities, California Rehabilitation 1064 
Center, Norco. Reduce Item 5240-301-747(19} by $89,000 
(future savings: $751,000). Recommend deletion of funds for _ 
preliminary plans/working drawings because department 
has not justified need for this project or its specific sc6pe-
/cost. . 

6. Program/Administration Complex, South Facility, 1065 
Soledad. Reduce Item 5240-301-747(4} by $123,000 (esti
mated future cost $3.8 million). Recommend deletion of 
funds for preliminary plans because (a) department has not· 
justified scope/cost and (b) new program/administration 
facilities are premature in advance of determination .of 
feasibility of expanding design bed capacity at the Soledad 
South Facility. . _. 

7. Gymnasium Building, South Facility, Soledad. Reduce 1067 
Item 5240-301-747(5} by $54,000 (estimated future cost $1.1 
million). Recommend approval of $31,000 for preliminary 
plans only-deleting $54,000 requested for working draw-

- --- ----------
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ings-so Legislature may review scope/cost in 1990-91 bud
get based on completed preliminary plans. Further recom
mend supplemental report language directing CDC to 
simplify building design to reduce future costs. 

8. Library Building, Folsom State Prison. Reduce Item 5240- 1067 
301-747(8} by $30,000 (future savings $225,000). Recom-
mend approval of $25,000 for preliminary plans only-de~ 
leting $30,000 requested for working drawings-so that 
Legislature may review scope/cost in 1990-91 budget based 
on completed preliminary plans. Further recommend that 
the Legislature, in supplemental report language, reduce 
estimated future project cost by $225,000, and that the 
department report to the fiscal subcommittees on the 
feasibility of constructing the.building with inmate day labor 
crews. 

9. Fire Training Center Improvements, Sierra Conservation 1068 
Cen.ter. Reduce Item 5240-301-747(21} by $56,000 (future 
savings at least $367,000) .. Recommend deletion of funds for 
preliminary plans/working drawings because most of the 
proposed improvements are not needed. Recommend that 
n~e~ed improve~ents be cax:ried out, on.11; priority bas~s, 
Within funds available for mmor construction projects III 

. Item 5240-301-747 (17). 
10. Budget Bill Language for Budget Packages/ Advance Plan~ 1069 

ning. Recommend approval of $200,000 requested in Item 
5240-301-747 (1) for budget packages/ advance planning, with 
revised B~dget Bill language to limit use of funds to projects 
anticipated to be in the 1990-91 Budget Bill and for which 
information can be developed prior to budget hearings. 

OVERVIEW OF THE BUDGET REQUEST AND FIVE-YEAR CAPITAL OUTLAY 
PLAN 

We recommend that the department report to the fiscal committees 
on its 1989-90 capital outlay needs for new prisons. 

Budget Request is Incomplete. The budget requests $21.1 million in 
1989-90 for· California Department of Corrections (CDC) capital outlay. 
The entire request is from the 1988 Prison Construction Fund-general 
obligation bond funds approved by the voters in November 1988. The 
budget request address«=;s onl~ the smaller part of. CDC's ~apit~l outlay 
needs: The department s capItal. outlay program IS orgaruzed mto two 
distinct effbrts-(I) a program for the renovation of existing prison 
facilities (to which the budget request is directed) and (2) a multi-billion 
dollar. program to construct new prisons. 

The budget does not request funds for the new prison construction 
program even though project schedules indicate that major appropria
tions ($200 million or more) will be needed in 1989-90 to keep new prison 
projects on schedule. A pattern has evolved in the last several years in 
which CDC requests funds for new prison projects in legislation other 
than the annual Budget Bill. As part of our review of the growth of the 
California prison system in the 1989-90 Budget: Perspectives and Issues, 
we point· out the difficult position in which the Legislature is placed by 
reviewing new prison facility requests in isolation from the state budget. 
In order for the fiscal committees to have a full understanding of CDC's 
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capital outlay program and its relationship to the department's annual 
support needs, we recommend that CDC report to the fiscal committees, 
prior to budget hearings, on its capital outlay needs and its funding plan 
for new prisons in 1989-90, including project detail customarily provided 
to the Legislature on other state capital outlay projects (such as prelim
inary plans, detailed cost estimates, complete project schedules and 
effects onanntial operation/maintenance costs). 

The Five-Year Plans. The department prepares its five~year capital 
outlay plans for new prisons and existing facilities as separate documents. 
Our 1989-90 Perspectives and Issues (California's Prisons) includes a 
discussion of the last plan for new facilities submitted to the Legislature 
(May 1988). In that discussion we point out that the department's latest 
inmate population projection is sharply higher than the projection on 
which the new facility plan was based. Based on the new population 
projection, we estimate a funding need for new prisons of at least -$105 
billion during the next five years if CDC is to m.eet its guidelines for 
prison overcrowding (120 percent to 130 percent of design capacity). 

The department's plan for existing facilities identifies projects totaling 
$116 million in estimated cost during the next five years, inCluding $20.8 
million scheduled for 1989-90. Except for the deferral of three projects, 
the budget addresses this identified need. The amount requested in the 
budget exceeds the amount scheduled in the five-year plan· due to cost 
increases on some projects. . _ 

In the Perspectives and Issues discussion, we recomm~nd that CDC 
incorporate a number of improvements in its new prison master. plan. 
Two areas where the new facility and existing facility plans share need for 
improvement are (1) program needs/priorities, including how proposed 
projects meet those needs and (2) identifying the relative priorities of 
projects, including how projects are identified and considered for inclu: 
sion in the plan and the basis on which priorities are set. 

ANALYSIS AND RECOMMENDATIONS 

Contractor Claims on Prison Projects-Potential $100 Million Cost 
We recommend that, prior to budget hearings, the Departmr/nt of 

Corrections provide the Legislature with written explanations on: (1) 
why CDC expects a minimum of $82 million in contractor claims on. 
new prison projects during the current year and budget year, (2) why 
steps previously taken to reduce the incidence of claims have not been 
successful, (3) details of the steps CDC will take to correct the problem, 
and (4) what funding sources are available to pay such. claims. 

Background. Typically, the state pays construction contractors the 
amount bid by the contractors for construction work, plus any additional 
amounts needed to cover project change orders. Generally, change 
orders are funded within a 5 percent contingency balance that is included 
in the project appropriation. On occasion, contractors file claims against 
the state for additional payments, contending that circumstances beyond 
the contractor's control-such as extraordinary weather-caused delays, 
errors in architectural documents, or disputes on the value of change 
orders-have increased the contractor's cost of meeting contractual 
obligations. The state-in this case, the Department of Corrections-re
views the claims, then resolves them in one of the following ways:. full 
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payment, outright rejection, partial or full payment based on negotiated 
settlement, third party arbitration or judicial action. 

In our Analysis of the 1987-88 Budget Bill, we raised concerns about 
the magnitude of construction contractor claims CDC estimated (be
tween $74 million and $200 million) would be filed against the state on 
new prison projects authorized at that time. 

In response to these concerns, CDC informed the fiscal subcommittees 
in writing that the above estimate-which CDC had used to justify a 
budget request for legal positions to review claims-was erroneous. 
According to CDC, "formal and informal" claims totaled less than $35 
million as of January 1987, or about 4 percent of construction contract 
amounts then outstanding. The department stated that it expected 
eventual claim filings totaling approximately $70 million on ail projects 
authorized by the Legislature at that time. The department also stated its 
belief that actual claims paid would be between 1 and 2 percent of total 
construction costs, or approximately $30 million. 

In November 1987, in response to direction given in the Supplemental 
Report of the 1987 Budget Act, the department assured the subcommit
tees that it had taken steps to reduce the incidence/magnitude of future 
claims. Specificaily,the department stated that measures to improve the 
change order process had "reduced contractor complaints regarding 
payment for cnange order work, and are expected to reduce contractor 
claims related to change work." The department stated further that 
better review of contract documents prior to bids already had 
"strengthened accountability of our architects and engineers for errors 
and omissions" and had· "minimized design problems that could result in 
legitimate claims." Finally, CDC stated that a formalized claims review 
process, including an augmentation of staff resources for claims review, 
would "discourage the filing of frivolous claims" and generally reduce the 
incidence ·of claims. 

Since enactment of the 1987 Budget Act, CDC has provided quarterly 
reports to the Legislature on the status. of change orders, progress 
payments to contractors, and claims. In the most recent report, dated 
November 10, 1988, the department stated that pending claims totaled 
$38.8 million, with "the vast majority of these unresolved claims" at the 
first two projects undertaken in the construction program---,.the Califor
nia Medical Facility-South (Vacaville) and the Southern Maximum 
Security Complex (Tehachapi). 

Current-Year Deficiency and 1989-90 Budget Request Related to 
Claims. In a letter dated January 6, 1989, the· Director, of Finance 
informed the Legislature, pursuant to Section 27.00 of the 1988 Budget 
Act, of his intent to authorize deficiency expenditures of $5.5 million from 
prison bond funds for additional legal! consultant services to review 
claims. The budget requests an augmentation of $3 million for the same 
purpose in 1989-90. To justify the current-year deficiency and the 
budget-year augmentation, CDC now states: "Since 1984, formal claims 
and arbitrations have been filed against the Department at an increasing 
rate. While approximately $25 million worth have been resolved and one 
arbitration for $6.5 million has yet to be decided, it is expected that an 
additional $82 million in claims will have to be handled in the CY 
[current-year] and BY [budget-year]." [Emphasis added]. The $82 million, 
which represents "known pending claims," does not include potential 
claims at the Pelican Bay and San Diego projects. The department 
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anticipates that an unknown level of claims will be filed soon at these two 
projects. If these claims equal 10 percent of the project contracts~ an 
additional $18 million would be filed~ bringing the pending and projected 
claims total to $1(}() million; . 

At the time this analysis was· prepared~ departmental staff were not 
able to explain how the claims situation could have changed so dramat
ically between November 1988 and] anuary 1989. If the higher estimate of 
pending/projected claims is valid~ CDC's construction program is expe
riencing claims at a far higher rate than other state construction 
programs. For example~ according to CDC's data~ pending/projected 
claims are 13 percent of outstanding contract amounts. By contrast~ 
Caltrans and the Department of Water Resources each experience claims 
at less than 1 percent of construction contract amounts. 

No Identified Funding Sourcesfor Claim Payments. The magnitude 
of the department's claims estimate raises concerns regarding potential 
funding sources for claim payments. According to data provided by CDC~ 
as of August 1988~ the department had paid $8.8 million on claims 
originally filed for $25.9 million~ an average· payment of 34 cents on the 
dollar. Assuming payments continue at this average rate~ remaining 
claims would result in additional payments totaling $34 million. On some 
project appropriations, CDC has fund balances which may be adequate to 
cover claim payments. In most cases~ however~ appropriations and/or 
augmentations (either by the Legislature or the State Public Works 
Board) probably will be needed to pay claims. . ... 

According to the Governor's Budget, only $50.3 million of prison bond 
funds will be available for appropriation if the Governor's 1989-90 prison 
bond spending requests are approved. This reserve is supposed to cover 
future correctional spending needs other than claims~ such as project cost 
overruns, support of CDC's Planning and Construction Division (annual 
cost of $12 million), 1990-91 existing prison facility capital outlay (cur
rently scheduled at $47.7 million), and deferred maintenance at youth 
and adult correctional facilities (annual cost of about $10 million). In fact, 
even without claim payments, funding needs for planned youth and adult 
corrE;lctional facilities far exceed available prison bond balances. The 
current claims situation makes matters worse. 

Recommendations. In view of the above, we recommend that, prior to 
budget hearings, the Department of Corrections provide the Legislature 
with written explanations on: (1) why contractor claims on new prison 
projects now are anticipated to be a minimum of $82 million in the 
current yeat and budget year, (2) why steps previously taken to reduce 
the incidence of claims have not been successful, (3) details of the steps 
CDC will take to correct the problem, and (4) what funding sources are 
available to pay such claims. In our discussion of CDC's support budget 
request, we withhold recommendation on the $3 million budget-year 
request for legal/ consultant services to review claims~ pending resolution 
of the above issues and better definition of CDC's support needs. 

PROJECTS REQUESTED IN THE 1989-90 BUDGET 
The budget includes $21,083,000 in Item 5240-301-747 for 17 major 

capital outlay projects, two infrastructure studies, 28 minor construction 
projects ($200,000 or less per project) and advance planning/budget 
packages. For discussion purposes, we have divided our analysis of this 
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proposal into six descriptive categories. For each category, Table 1 shows 
the amounts requested in the Budget Bill, the department's estimate of 
future costs, and our. recommendation. 

Table 1 
Department of Corrections 

1989-90 Capital Outlay Program 
Item 520»301-747 

(dollars in thousands) 

Project Category 
Security improvements ......................... . 
Utility system improvements ................... . 
Visitor processing facilities ...................... . 
Other major projects ............................. . 
Minor construction projects .................... . 
Planning and studies .........•................... 

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

a Department estimates. 

Number of Budget 
Major Bill 

Projects Amount 
6 $11,855 
4 4,507 
2 1,373 
5 379 

17 

2,609 
360 

$21,083 

Analyst's Estimated 
Recommenda- Future 

tion Cost' 
$9,755 $704 
4,507 
1,284 751 

116 6,316 
2,609 

360 

$18,631 $7,771 

Proposals for Which We Recommend Approval as Budgeted 
We recommend approval of eight proposals in Item 5240-301-747 

totaling $4,564,000. A brief description of these proposals follows. 
Renovate Locking Devices, Birch Hall, California Institution for 

Men (CIM), Chino. The budget proposes $816,000 for the construction 
phase of· renovation of locking devices on 154 . cells at Birch Hall, 
California Institution for Men. Preliminary plans for this project were 
funded in the 1988 Budget Act and approved by the State Pu.blic Works 
Board in January 1989. The amount requested is consistent with the 
estimate recognized in the Supplemental Report of the 1988 Budget Act, 
adjusted for· inflation. . 

Study of Primary/Secondary Electrical Distribution System at CIM. 
The budget includes $75,000 for an assessment of the primary / secondary 
electrical distribution system at CIM. The assessment will provide 
information to determine needs for upgrading the system in the future. 

Yard Lighting, Minimum Security Facility at CIM. The budget 
includes $534,000 for preliminary plaris, workin,g drawings and co:p.struc
tion of seven lighting masts (100 feet high) in the minimum security yard 
at CIM. The additional lighting is needed to improve security and reduce 
the incidence of violent assaults in the yard during evening hours. 

Purchase of Railroad Right-of-Way at the California Medical Facil
ity (CMF), Vacaville. The budget proposes $60,000 for acquisition of an 
abandoned railroad right-of-way which bisects a corner of CDC's grounds 
at the California Medical Facility (CMF) in Vacaville. Acquisition of the 
7~83 acres will eliminate the potential of noncompatible use. 

Yard Lighting, California Institution for Women (CIW), Frontera. 
The budget proposes $33,000 for preliminary plans and working drawings 
to add 12 lighting masts to the CIW grounds. Six of the masts would be 60 
feet tall and six would be 100 feet in height. Each mast would have a 
cluster of high pressure sodium vapor lamps, designed to illuminate the 
CIW grounds to a level of intensity so that correctional officers in 
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perimeter guard towers could identify individual inmates on the prison 
grounds during evening hours. The estimated future cost for construction 
is $704,000. 

Water System Study at Cnv. The budget includes $85,000 for an 
assessment of the water system at CIW. The assessment will provide 
information to determine needs for upgrading the water system in the 
future. 

Brine Pond Waste Disposal System at Cnv. The budget includes 
$352,000 for preliminary plans, working drawings and construction to 
replace the brine pond waste disposal system at CIW in order to comply 
with an abatement order from the Santa Ana Regional Water Quality 
Control Board. 

Minor Construction Projects. The budget includes $2,609,000 for minor 
capital outlay projects in Item 5240-301-747 (17). These projects range in 
cost from $24,000 to construct a garbage can room at CIM (Chino). to 
$200,000 to provide television antennae and power outlets for 1,200 cells 
at the California Men's Colony in San Luis Obispo. 
Projects for Which We Recommend Contingent Approval 

We recommend approval of six projects totaling $8,872,000 contin
gent on receipt of completed preliminary plans prior to budget 
hearings. 

For each project discussed briefly below, the amount requested is 
consistent with prior cost estimates approved by the Legislature, adjusted 
for inflation. In the 1988 Budget Act, the Legislature appropriated funds 
for preliminary plans for these projects with the understanding that 
preliminary plans would be available for legislative review prior to the 
con~lusion of budg~t hearings .. If comp~et~d preliminary plans are not 
available to the Leglslature durmg the hearmgs, we recommend that the 
Legislature not approve the requests for construction funds for these 
projects. . 

Primary/Secondary Electrical Distribution System, California 
Training Facility (CTF), Soledad. The budget includes $2,019,000 for 
the construction phase of replacing the primary / secondary electrical 
distribution system at CTF. .. 

Locking Devices, East and West Halls, Deuel Vocational Institution 
(DVI), Tracy. The budget includes $1,698,000 for the construction phase 
of replacing locking devices iIi the East and West Halls at DVI. .. 

Electrical Distribution Sustem at DVL The budget proposes $897,000 
for construction to upgrade the primary / secondary electriCal distribution 
system: at DVt 

Reception/Visitor Processing Building at CIM. The budget proposes 
$1,284,000 for construction of a reception/visitor processing building 
(4,600 square feet) at CIM. The project also includes a 500-vehicle 
parking lot. . 

New DoinesticWater Supply System, California Rehabilitation 
Center (CRC), Norco. The budget includes $1,239,000 for construction of 
a new domestic water supply system at CRG 

Security Locks, Doors and· Window Sashes at Sierra Conservation 
Center (SCC), Jamestown. The budget proposes $1,735,000 for the 
construction phase of installing security locks, doors and window sashes:at 
SCG . 
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The following is a description of the remaining projects in the 1989-90 
budget and our recommendation for each project. '. 

Security Improvements .. 
The budget includes $11.9.millionfor siX major projects fodmproving 

security systems at existing facilities. Table 2 summarizes the amounts 
requested and .. our '. recommendations. As indicated in Table, 2 and 'as 
discussed above, we recommend.either approval as budgeted or contin
gent approval for:five of these security improvement projects. A discus
sion of the remaining security iInpiovenient project and our recommen
dation follows. 

Table 2' 

Department of Corrections 
1989-90 Capital Outlay Program 
Security . Improvement' Projects 

Item 5240-301,747 
(dollars in thousands) 

Budget 
Sub- Bill 
Item Project Title Location Phase" Amount 

(3) Replace cell doors/locks, North 
Facility ....... " ................... Soledad we $7,039 

(6) Replace locking devices, East 
and West H;alls .................... .Tracy c 1,698 

(9) Renovate locking devices; Birch . , 
Hall ................................. Chino c 816 

(12) Yard lighting, JIlinimum security 
, facility ................. : ',' . . . . . . . .. Chino pwc 534 

(15) Yard~ghting ...................... 'Frontera 
(20) Security locks, doors, window' 

pw 33 

sashes, Calaveras Unit. ............ Jamestown c 1,735 

Totals, security in!provements ............ ',' ............. $11,855 

Analyst's Estimated 
Recommenda- . Future 

lion Cost b 

$4,939 c 

1,698 c 

816 

534 
33 $704 

1,735c 

$9,755 $704 

" Phase symbols inQicate: p '7 preliminary plans; w = working Qrilwings; anQ ~ = construction. 
b Dep<U"trnent estimates. .' ", 
cRecOnui1enQeQ amoimt pending receipt of preliminary plans prior to bUQget hearings. 

Replace Cell Doors and Locks, North Facility, Soledad 
We recommendapproval in the reduced amount of$4,939,000 in Item 

5240-301 .. 747 (reduction of $2.1 million), for replacement of cell doors 
and .locks, to finance the most, cost-effective sliding door, system 
pursuant to prior legislative direction. We further recommend_ thilt the 
Legislature notfund this request if completed preliminary plans are 
pot available for legislative r~iewprior to budget hearings. 

The budget prolloses $7,039,000 for working drawings and construction 
to replace 1,228 cell doors/locks at the CTFNorth Facility in Soledad. The 
Legislature appropriated $52,OO(Hn the 1986 Budget Act for preliIninary 
plans for this project and a value engineeting study directed at minimiz
ing project costs." The Supplemental Report of the 1986 Budget Act stated 
legislative intentthat the preliminary plans and value engineering study 
be completed in time for legislative review of the project in the 1987-88 
Budget. No proposal was included in the 1987-88 Budget. In the 1988-89 
. Budget, the department requested funds for working drawings without 
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having completed either the preliminary plans or the study. During the 
1988-89 budget hearings, the department informed the Legislature that 
the estimated cost for working drawings and. construction had climbed 
from $2.7 million to $5.8 million, primarily due to a decision, made on the 
ba~is of security considerations, to switch from swinging doors to sliding 
doors. The Legislature did not approve tire request for working drawing 
funds but did' endorse the use of sliding? doors. In supplemental report 
language, the Legislature directed CDC to complete the value engineer
ing study and to select the most cost-effeCtive design for a project 
involving sliding cell doors. 

The study, completed in August 1988, shows that a manually operated 
sliding door system would be the least expensive to purchase / install of 
the three alternatives studied ($3,377 pel: cell door versus $4,592 for doors 
operated either on electric motors .ora pneumatic system). On this basis 
and pursuant to legislative direction, t~e project should cc.msist o~ a 
manually operated door/lock system. This would also be consIstent WIth 
the door/lock systems called for under CDC's Design Criteria Manual for 
new prisons housing inmates of the same security classification (Level 
III). The amount reque~ted in the budget, however, is based on the 
pneumatically controlled door/lock system. .. 

After accounting for inflation, project administration and contingency, 
we estimate that the project cost would be $2.1 million less with a 
manually operated system. Consequently, we recommend a reduction of 
$2.1 million in Item 5240-301-747 and approval in the reduced amount of 
$4,939,000 for working drawings and construction for this project, contin
gent on receipt of completed preliminary plans prior to budget hearings. 
If completed preliminary plans are not available for legislative review at 
that time, we recommend that the Legislature not approve funds for the 
project. 
Visitor Processing Facilities 

The budget includes $1:4 million for two projects to replace/expand 
visitor processing facilities. As discussed above, we recommend approval, 
contingent on receipt of preliminary plans, for the Reception/Visitor 
Processing project at CIM,Chino. A discussion of the other project and 
our recommendation follows. . ' . 

Visitor Processing Facilities, California Rehabilitation Center (CRC), Norco 
. . We recommend deletion of $89,000 requested for preliminary plans 
and working drawings because the department has not justified either 
the need for or the scope/cost of this project (future savings of 
$751,000) .. 

The budget requests $89,000 in Item '5240-301-747 (19) for preliminary 
plans and working drawings to construct visitor processing facilities at 
CRe. The project consists of a new visitor processing building (626 gross 
square feet (gsf).) and remodeling an existing building that is. not 
presently in use (6,940 gsf) into a visiting center. The estimated future 
cost for construction is $751,000. The department proposes using the 
existing visitor center (5,400 square feet) for vocational education 
classrooms. The department· has not specified whether .any remodeling 
would be needed· for that purpose . 

. The department has not substantiated (1) . why either the existing 
visitor processing facilities at CRC or existing. space for voca!ional 
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education are inadequate or (2) the frequency or extent to which 
congestion occurs. 

In view of the above, we recommend deleting $89,000 requested in 
Item 5240-301-747 for preliminary plans and working drawings (future 
savings of $751,000) . 

Miscellaneous Major Projects 
The budget includes $379,000 for five major projects for various 

purposes that do not fall under any of the descriptive categories discussed 
above. Table 3 summarizes the amounts requested and our recommen
dations for these miscellaneous projects. As indicated iri Table 3 and as 
discussed above, we recommend approval as budgeted for the land 
acquisition project at Vacaville. A discussion of the four remaining 
projects and our recommendation for each follows. 

Table 3 
Department of Corrections 

1989-90 Capital Outlay Program 
Miscellaneous Major Projects 

Item 5240-301-747 
(dollars in thousands) 

Budget 
Sub· Bill 
Item Project Title Location Phase· Amount 

(4) Program/administration complex, 
South Facility ...................... Soledad p $123 

(5) Gymnasium building, South Fa· 
cility ............................... Soledad pw 85 

(8) Library building ................... Folsom pw 55 
(13) Purchase railroad right of way .... Vacaville a 60 
(21) Fire training center ............... Jamestown pw 56 
, Totals, miscellaneous major projects. $379 

Analyst's Estimated 
Recommenda- Future 

tion Cost b 

$3,846 

$31 1,139 
25 795 
60 

567 
$116 $6,347 

• Phase symbols indicate: p = preliminary plans; w = working drawings; c = construction; and a = 
acquisition. 

b Department estimates, 

Programl Administration Complex, South Facility, California Training 
Facility (ClF) , 

We recommend deletion of $123,000 requested for preliminary plans 
for a new program/administration complex at CTF-South because (1) 
the department has not justified the specific scope/cost and (2) any 
expansion of program/administration facilities is premature in ad
vance of addressing the potential to expand design bed capacity at 
CTF~South (future project cost $3.8 million). 

The budget proposes $123,000 in Item 5240-301-747 for preliminary 
plans for a new program/ administration complex at the minimum 
security South Facility atCTF in Soledad. The proposed complex would 
provide 26,184 gsf of space for custody staff/administrative offices and 
various inmate program areas, including chapel, classrooms, library, 
medical clinic and visiting area. These programs and offices are presently 
housed in 14 metal structures dating from the 1940s, totaling 13,410 gsf of 
space. These structures would be demolished and removed as part of the 
project. The estimated future cost for working drawings and construction 
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of the proposed complex is $3.8 million. The estimated construction 
contract portion of that amount is $3.2 million, or $122 per gsf. 

This relatively high square foot cost is due, at least in part, to an 
excessively elaborate building design. The schematic drawings prepared 
by the Office of the State Architect (OSA) show three separate buildings 
in ~he complex connected by covered walkways. Two of the three 
buildings have irregular perimeters, which add to the building's struc
tural requirements and cost. The covered walkways alone will cost 
$141;000, according to ~SA's estimate. Our. review of the schematic 
drawings indicates that project costs could be significantly reduced by 
simplifying the design and by consolidating the program/office space 
within one building. 

Project costs also have been increased by ~SA's decision to use 
concrete block construction rather than wood frame buildings. In a letter 
from the Office of Project Development and Management (OPDM) to 
the Department of Finance dated December 15, 1988, OPDM questioned 
this decision and stated that it was investigating this and other aspects of 
the proposed project. 

In any case, the department has not justified the need to more than 
double the space currently provided at CTF's South Facility for the 
programs and offices to be included in the proposed complex. Based on 
discussions with CDC staff and our on-site review, we beli,eve the existing 
areas are overcrowded and the metal structures, while still serviceable, 
should be replaced at some point. It should be noted, however, that part 
of the overcrowding of program/ office space is caused by the excessively 
high inmate population at CTF-South. Currently, 784 inmates are housed 
in this facility. This represents 191 percent of the design bed capacity. This 
overcrowding should be alleviated to some extent as new minimum 
security beds are built throughout the state. The department's facilities 
master plan for new prisons (dated May 1988) provides for construction 
of 4,500 minimum security beds over the next five years. This would 
reduce systemwide overcrowding of minimum security beds to an 
average of 159 percent of design bed capacity. 

The budget proposal; however, raises a relevant question. That is, 
should additional minimum security beds be constructed at CTF-South? 
In our 1989-90 Perspectives and Issues (California's Prisons), we point out 
that one option available to the Legislature for minimizing the cost of 
new minimum security beds is to expand capacity at existing minimum 
security facilities. This approach has potentially significant cost advan
tages compared to constructing entirely new facilities since there would 
be no need to acquire land, install major new utilities and/ or build 
support facilities. The department should investigate the potential of this 
approach at CTF-South before designing and building new program/ad
ministration facilities. 

In view of the need to consider expansion of prograni/ administration 
facilities as an integral part of possible expansion of design bed capacity 
at 'CTF-South, and in view of the high cost of the proposed facility and 
apparent unresolved questions about scope / cost of the proposal, it would 
be premature to fund preliminary plans at this time. Accordingly, we 
recommend deletion of $123,000 requested in Item 5240-301-747 (4) for 
preliminary plans for the program/ administration complex. 
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Gymnasium Building, South Facility, elf. . 
We recommend approval of $31,000 for preliminary plans only-a 

reduction of $54,000 requested for working drawings-so that the 
Legislature may review the project scope/cost in the 1990-91 Budget 
based on completed preliminary plans. We further recommend that the 
Legislature, in supplemental report language describing the project 
scope/cost, direct the department to simplify the building design and 
reduce project cost (future project cost $1.1 million). 

The budget includes $85,000 for preliminary plans ($31,000) and 
working drawings ($54,000) for a new gymnasium building at CTF's 
South Facility in Soledad. The proposed 9,047 gsf building would replace 
the existing gymnasium located in a 4,000 gsf metal quonset hut built in 
the late 1940s. According to the department, the project is needed 
because the existing building is undersized, in poor condition and beyond 
its designed useful life. Our review of the project, including a site visit, 
indicates that· a new· gymnasium is needed . 
. The estimated future cost for construction is $1.1 million. The construc

tion contract portion of this amount is $943,000, or $104 per gsf; This cost 
is relatively high, given the small amount of interior structural, electrical 
and duct work needed in a gymnasium building. In contrast, the 
California State University budgets about $95 per gsf for recreation/ gym
nasium facilities that provide for intercollegiate events and spectator 
seating. 

Thus, although a new gymnasium building is justified, we believe the 
project should be (1) accomplished at less cost and (2) reviewed by the 
Legislature in the 1990-91 Budget based on completed preliminary plans. 
We therefore recommend approval of $31,000 for preliminary plans only, 
reducing Item 5240-301-747 by $54,000 for requested working drawing 
funds. We further recommend that the Legislature, in supplemental 
report language describing the project scope/cost, direct the department 
to simplify the building design with the objective of reducing project 
costs. 

Library Building at Folsom State Prison 
We recommend approval of $25,000 for preliminary plans only, 

reducing Item 5240-301-747 by the $30,000 requested for working 
drawings, in order for the Legislature to review the project scope/cost 
in the 1990-91 Budget based on completed preliminary plans (future 
savings $225,000). We further recommend that the Legislature, in 
supplemental report language, reduce estimated future costs by 
$225,000. 

Finally, we recommend that the department report to the fiscal 
subcommittees, prior to budget hearings, on the feasibility of construct
ing the building with iiimate day labor crews, as well as other 
measures to reduce costs. 

The budget proposes $55,000 for preliminary plans ($25,000) and 
working drawings ($30,000) to construct a 4,078 gsf library building at 
Folsom State Prison. The building would replace the existing library, 
located in a deteriorated, undersized building. The estimated future cost 
for construction is $795,000. The construction contract portion of this 
amount is $594,000, or $146 per gsf. 

The relatively high square foot cost of construction is due, in part, . to 
security requirements which affect contractors' work schedules and 
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practices. The project site is on the edge' of the exercise yard within the 
maximum security prison. Thus,. the cost estimate includes $75,000 for 
increased contractor's cost for security requirements; Deducting this 
added cost would lower the construction contract cost to $127 per gsf, 
which is still relatively high. By comparison, California State University's 
budgeting guidelines call for construction costs of $85 per gsf for library 
buildings. > 

We believe the Legislature should have the opportunity to review the 
proposed project in the 1990-91 Budget on the basis of completed 
preliminary plans. Accordingly, we recommend approval of $25,000 for 
preliminary plans, deleting $30,000 requested in Item 5240-301-747 for 
working drawings. We further recommend that the Legislature, in 
supplemental report language describing the project scope/cost, recog
nize a construction contract cost of $85 per gsf, with an. additional 
allowance of $75,000 for increased contractor's costs due to security 
requirements. We estimate that future project cost would be reduced by 
$225,000 under this approach. " . 

Finally, we recommend that the department report> to the fiscal 
subcommittees, prior to budget hearings, on the feasibility of (1) 
constructing the building with inmate day labor crews as a means of 
reducing costs associated with security requirements and (2) other 
measures to reduce project cost. 

Fire Training Center Improvements, Sierra Conservation Center (SCC) 
We recommend deletion of the $56,000. requested in Item 5240-

301-747(21) for preliminary plans and working drawings for thefire 
training center improvements because the needed improvements can be 
financed, in priority, using funds budgeted for minor. capital outlay 
(future savings at least $367,000). 

The budget includes $56,000 for preliminary plans and working draw
ings for improvements to the Fire Training Center at SCC (near 
Jamestown, Tuolumne County). The department trains minimum sectl
rity inmates in fire fighting techniques at the SCC Fire Training Center 
prior to assignment to. forest fire crews working out of conservation 
camps throughout central and south~rn California. The proposed im
provements consist of the following: 

• classroom/ equipment building; 
• fire training tower; 
• two-story "burn house," (a training prop constructed of concrete 

block and metal, used for training inmates in extinguishing live 
fires); . 

• "smoke house" (another training prop of concrete block/metal 
construction, used to train inmates in use of breathing apparatus, 
rescue practices and building ventilation); 

• gas leak simulator pad (a 2,000 square feet concrete pad with gas pipe 
prop, used to simulate fires caused by gas ~d petroleum leaks); and 

• oil pit (650 square feet, used for simulating petroleum spills). 
The proposed project also includes paving; curbs, gutters and walks in 

the vicinity of the props. The future cost for construction of the above 
improvements is $567,000, according to the current estimate by OSA. The 
total project cost, with preliminary· plans and working drawings, is 
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estimated to be $623,000. This is 2.5 times the department's initial 
estimate of $253,000 (prepared as part of its five-year master plan) . At the 
time this analysis was prepared, departmental staff was unable to 
reconcile the two estimates ot explain why the estimated project cost 
more than doubled in the course of a few months. 

Based on our review of the project, including a visit· to the site and 
discu.ssio.ns with fire training center staff~ we believe the department has 
not Justified the need for the followmg elements of the proposal: 
classroom/equipment building, training tower, "burn house," gas leak 
simulator pad, and paving, curbs, gutters and walks. For example, the 
department has been unable to identify why the existing classroom/ equi
pment building is inadequate. Moreover, the department's written 
justification for the project indicates that the existing training tower, 
one-story "burn house"and gas leak simulator pad can continue to be 
used. The fire training center is accessible at present on a paved road. 
The department has not justified why additional paving, curbs, gutters 
and walks ($59,000 cost) are necessary. 

If the above items were deleted, total project cost would be reduced by 
$481,000 to $142,000, allowing the department to accomplish necessary 
improvements as a minor capital outlay project (construction projects of 
$200,000 or less). The budget already includes $2.6 million in Item 
5240-301-747 (17) for minor capital outlay. We therefore recommend that 
the department carry out the needed improvements, in priority with 
other needs, using funds budgeted under minor capital outlay in 1989-90. 
Therefore, we recommend deletion of the $56,000 requested for prelim
inary plans and working drawings for the fire training center in Item 
5240-301-747 (21). 

Planning, Studies and Minor Construction Projects 
The budget includes four proposals totaling $3 million for planning, 

studies and minor construction. projects at existing prisons. As discussed 
above, we recommend approval of two proposed studies as well as the 
minor capital outlay amount. The following is a discussion of the proposal 
fo~.budget packages/ad-vance planning and our recommendation. 

Budget Packages! Advance Planning 
We recommend approval of the amount requested ($200,000) for 

budget packages/advance planning. We further recommend revision of 
related Budget Bill language. . 

The budget proposes $200,000 in Item 5240-301-747 (1) for budget 
packages/advance planning of projects included in the department's 
five-year. capital outlay plan for existing prison facilities. The Budget Bill 
includes related language defining the specific purposes for which the 
$200,000 may be spent. We agree with the department that the Legisla
ture and administration would be served by improved budget packages 
and advance planning on existing facility projects and that the proposed 
amount would accomplish this objective. We believe, however, that the 
related Budget Bill language needs clarification to limit the use of funds 
to projects that are to be considered for inclusion in next year's budget. 
We therefore recommend that the following language be substituted for 
the language proposed in Provision 1 of Item 5240-301-747: 

The funds appropriated in Schedule (1) above are to be allocated by the 
Department of Corrections, upon approval by the Department of Finance, to 
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, develop design and cost information for new projects for which funds have not 

been previously appropriated, but for which preliminary plan funds, working 
"", drawing funds, and working drawing and construction funds are expected to be 

included in the 1990-91 Go:yemor's Budget, alld for which cost estimates or 
" preliminary plans can be developed prior to legislative hearings on the 1990-91 
, Budget. These funds may be used for the following: budget package develop

ment, architectural pr()gramming, engineering assessments, schematic design 
'andpreliminary plans. The amount appropriated in this item for that purpose 

is not to be construed as a commitment by the Legislature as to the amoimtof 
capital outlay funds it will appropriate iriany future year. 

Supplemental Report Language 
For purposes of project definition and control, we recommend thatthe 

fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under these 
items. 

DEPARTMENT OF THE YOUTH AUTHORITY-CAPITAL 
OUTLAY 

Item 5460-301 from. the 1988 
Prison Construction Fund Budget p. YAC 66 

Requested' 1989-90 .......................................................................... ' 
Recommended approval .............................................................. . 
Recommended reduction .................... ; .... ; .......... .-, .... ~ ................ .-.. " " 
Recommendation pendin,g ......................................................... .. 

$7,900,000 
2,209,000 

431,000 
5,260,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Youth TrainingSchool...;.....Weli COIitaminatioriProblem.' Rec- - 1072 
ommend that the department expedite a cost/benefit study 
of alternative measures to end nitrate contamination Of the 
wate~ supply, and, prior' 'f? budget hearings, present a 
funding proposal to the LegIslature. ' , 

2. Budget Packages and Preliminary Planning: Recommend 1072 
approval of $100,000, with the 'addition of Budget Bill 
language limiting the use of these funds, to projects antici-
pated to be included in the 1990-91 Budget Bill and for' 
which information can be developed prior to budget hear-
ings. 

3. EI Paso de Robles School-Commissary Warehouse, and 1073 
YbuthTraining School.,..-Business Services Building. Recom-
mend approval of these projects contingent on receipt of 
preliminary plans prior to budget hearings. " 

4: Southern California Youth Center: 1,800-Bed Facility. With- 1073 
hold'recommendation on $5,260;000 for, site acquisition and 
preliminary plans, pending receipt ofa report on an accept-
able level of crowding for Youth Authority institutions, an 
architectural program and associated cost estimate, a financ-
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ing plan and a construction schedule for the proposed 
institution. . . ,. 

5. Northern California Youth Center: New Staff Training 1075 
Center-Preliminary Plans and Working Drawings. Re-
duce Item 5460-301-747(3) by $431,000. Recommend dele-
tion of preliminary plans and working drawings, because the 
administration has not adequately studied the cost" 
effectiveness of owning and operating separate training 
centers (versus a combined center) for the Y buth Authority 
and the Department of Corrections. We recommend that 
the administration conduct such a study and report to the 
Legislature in the fall of 1989.' '. 

GENERAL PROGRAM STATEMENT 
Five-Year Capital Outlay Plan 

The Department of the Youth Authority's capital outlay program 
currently 'projects a major expansion of the state's faciliti~s for confining 
youthful offenders. Table 1 shows that the department plans to request 
$200 million for design and construction work at six institutions over the 
next five years. The department intends to devote most of these funds, 
$177 million, to design and construction of a new 1,800-bed facility in 
Kern County. The remaining. $23 million would primarily provi!ie for 
capacity-related expansion of central administration, kitchen, classroom, 
and maintenance facilities at existing institutions. . 

Table 1 
Department of .the Youth Authority 

Five-Year Capital .Outlay Plan 
1989-90 through 1993-94:, 
(dollars in thousands) 

Institution 1989-90 1990-91 1991-92 1992-93 19FX}~94 Totals 
I,BOO-Bed Facility (Kern County) .... $5,260 $171,366 $176,626 
El Paso De Robles School (Paso 

Robles) ........................ ; ... 344 1,750 $150 $1,850 4,094 
Fred C. Nelles School (Whittier) ..... 840 4,269 545 $193 5,847, 
Northern California Youth Center 

(Stockton) ......................... 425 425 
Training Center (Stockton) ........... 464 4,068 4,532 
Ventura School (Camarillo) ........... 905 505 1,410 
Youth Training School (Chino) ....... 1,869 1,436 3,325 390 7,020 
Planning ............................... 100 100 100 100 100 500 

Totals .......... : ..................... $8,462 $180,465 $8,349 $2,885 $293 $200,454 

The department has not yet submitted an annual update of its 
Population Management and Facilities Master Plan, covering fiscal years 
1988"89 through 1992~93. Information recently ~eceived from the depart
ment, however, shows that new construction plays a crucial role in the 
department's plan for accommodating the expected growth in its ward 
population. Upon completion of all facilities currently budgeted fot 
construction, the Youth Authority will have facilities designed to accom
modate 6,960 wards. The department anticipates that its population will 
grow from an estimated 9,400 wards in June 1989 to approximately 9,850 
wards by 1992-93. The department' will rely on construction currently 
underway, and the proposed I,800-bed institution in Kern County to 
house about 30 percent of its expected population. In addition, . the 
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DEPARTMENT OF THE YOUTH AUTHORITY-CAPITAL OUTLAY-Continued 
department plans to overcrowd all institutions, existing and planned, at 
an average level of 112 percent of design capacity. 

ANALYSIS AND RECOMMENDATIONS 
The budget requests $7.9 million from the 1988 Prison Construction 

Fund (bonds) for five major projects ($6,523,000), 3p minor projects 
($1,277,000), and project planning ($100,000). We recommend approval 
of the following projects, not discussed elsewhere in our analysis: 

• Northern California Youth Center-Convert Laundry to ,Free. Ven
ture-Item 5460-301-747(2). The budget includes $32,000 for prelim
inary plans and working drawings for a project to ,convert an 
abandoned laundry facility to space that will accommodate on
the-job training for wards through the Free Venture Program. Free 
Venture is a partnership between private industry and the state in 
which business operations are located at Youth Authority institutions 
to train and employ wards. This project, at an estim~ted future cost 
of $341,000, would remove laundry equipment, and, otherwise pre: 
pare the facility to accommodate business, operations in general. Any 
specific equipment and modifications required for operations of a 
particular business would be provided atthe expense of the business, 
in exchange for use of the state-owned space . 

• Minor Projects-Item 5460-301-747(7).' The budget includes 
$1,277,000 for 35 minor projects. The projects range in cost from 
$5,000 for purchase of a leased modular classroom at the Northern 
Reception Center and Clinic (Sacramento) to $160,000 to improve 
yard lighting at the Ventura School (Camarillo). 

In addition, we note that the budget does not include funds for ending 
nitrate contamination of the Youth Training School water supply. The 
following is a discussion of this issue and the department's remaining 
capital outlay requests. 
Youth Training School-No Funds to Correct Well Contamination 

We recommend that the department expedite a cost/benefit study oj 
alternative measures to end nitrate contamination oj the water supply 
Jor the Youth Training School, and present a Jundingproposal Jor the 
selected alternative to the Legislature prior to budget hearings. 

The 1988 Budget Act included $120,000 for (1) a cost/benefit study to 
compare alternative means of addressing nitrate contamination in the 
well water at the Youth Training School and the California Institute for 
Men, and (2) preliminary plans for the project selected as a result of the 
study. The cost/benefit study, however, did not get underway until 
January 1989. Consequently, preliminary plans have not been prepared 
and the budget does not include a request for funds. ' 

The Department of Health Services has stated that the level of nitrates 
is not a critical health/ safety issue, but that the level is higher than 
permitted under state health standards. Given the nature of this project, 
we recommend that the department expedite the study, and, prior to 
budget hearings, present to the Legislature a proposal for correcting the 
problem. 
Budget Packages and Preliminary Planning 

We recommend, approval oj $100,000 in Item 5460-301-:-747(1) for 
budget packages and preliminary planning, with the addition oj 
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Budget Bill language limiting the use of these funds to projects to be 
considered by the Legislature during hearings on the 1990-91 Budget 
Bill. 

The budget requests $100,000 in Item 5460-301-747 (1) to develop 
design and cost information for new projects, for which funds have not 
been previously appropriated. 

The use of these funds could be beneficial to the department and the 
Legislature by providing timely information essential for budget deci
sions. In keepiIlg with p,rudent budgetar,Y practice, .however, the Legis
lature should not provIde more planmng funds 10 1989-90 than the 
department will use in planning projects that can reasonably be funded 
in1990-91. Consequently, we recommend that the Legislature substitute 
the following for language proposed in Provision 1 of Item 5460-301-747: 

. The funds appropriated iIi Schedule (1) above are .to be allocated by the 
Department of the Youth Authority, upon approval of the Department of 
Finance, to develop design and cost information for new projects for which 
funds have not been previously appropriated, but for which preliminary plan 
funds, working drawing funds, or working drawing and construction funds are 
expected to be included in the 1990-91 Governor's Budget, and for which cost 
estimates and/or preliminary plans can be developed prior to legislative 
hearings on the 1990-91 budget. These funds may be used for the following: 
budget package development, architectural programming, engineering assess
ments, schematic design, and preliminary plans. The amount appropriated in 
this .item for these purposes. is not to be construed as a commitment by the 
Legislature as to the amount of capital outlay funds it will appropriate in any 
future year. 

Construction Projects 

El Paso de· Robles School-Commissary Warehouse-Item 5460-
301-747(4}, and Youth Training School-Business Services Building
-Item 5460-301-747(5}: We recommend approval of these projects 
contingent on receipt of preliminary plans prior to budget hearings. 

The budget requests $344,000 for construction of a commissary ware
house addition at the EI Paso de Robles School (Paso Robles) and $456,000 
for construction of a new business services building at the Youth Training 
School (Chino). In each case, the amount requested for. construction is 
consistent with the amount recognized by the Legislature in the Supple

. mental Report ofthe·1988 Budget Act, adjusted for inflation. At the time 
this analysis was prepared, the department had not provided the 
Legislature ,with completed preliIninary plans for these projects. We 
recommend approval of the budget request, contingent on receipt of 
completed preliIninary plans prior to budget hearings. If the preliminary 
plans are not available. to the Legislature at that time, we recommend 
that the Legislature not approve these requests. 

Southern California Youth Center: 1,800-Bed Facility 

We withhold recommendation on $5,260,000 in Item 5460-301~747(6} 
for site acquisition and preliminary plans, pending receipt o/a report 
on an acceptable level o/crowdingfor Youth Authority institutions, an 
architectural program and associated cost estimate, and a financing 
plan and construction schedule. 

The budget requests $5,260,000 for site acquisition ($2,560,000) and 
preliminary plans ($2,700,000) for an 1,800-bed institution to be located in 
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DEPARTMENT OF THE YOUTH AUTHORITY-CAPITAL OUTLAY-Continued 
KernCoUIity. According to the department's five-year capital outlay 
plan, the future cost of this institution is $171 million. We have several 
concerns about this. request. . 
. What Additional Facilities are Needed to Accommodate the Increas
ing Youth Authority Population? As noted above, the department 
proje~ts a ward population of 9,850 by 1992-93. This projection assumes 
that the department's alternative treatment programs will remove about 
740 wards from institutions in 1992-93. As discussed in our analysis of the 
department's support budget (Item 5460), this assumption may be too 
optimistic, and may require revision upon receipt of additional informa
tion from the department. Our analysis of the department's support 
budget also indicates that the administration's proposal to reduce funding 
for the County Justice System Subvention Program (C}SSP) could 
significantly increase the number of wards committed lothe Youth 
Authority. 

Upon completion of all facilities currently budgeted for construction, 
the Youth Authority will have facilities designed to accommodate 6,960 
wards. Without further construction, and barring any major policy 
change which would affect the department's population projection (such 
as a long-term reduction in funding for the CJSSP), the department 
would have to crowd these institutions at a level of 141 percent of design 
capacity by 1992-93. Construction of an 1,8oo-bed· institution would 
increase the department's design capacity to 8,760 wards, still 1,090 short 
of the estimated 1992-93 population. The department proposes to house 
the remaining wards by overcrowding its facilities by an average of 112 
percent of design capacity. . 

The department does not indicate in its most." recent population 
management plan why it is appropriate to crowd its mstitutions at a level 
of 112 percent of design capacity, rather thimsome higher or lower level. 
The level of crowding considered acceptable for Youth Authority insti
tutions, however, has a direct bearing on how much more institutional 
bed capacity the department should construct, in addition to facilities 
already under construction." If no crowding is appropriate, the depart
ment should be planning to construct 2,900 beds, instead 'of 1,800. If, on 
the other hand, it is appropriate to crowd Youth Authority institutions at 
a level of "120 percent to 130 percent of. design capacity-'-the level of 
crowding considered acceptable for statepiisons by the Department of 
Corrections_the department should construct only 800 to 1,500 addi
tional beds. Consequently, we recommend that the department, prior to 
budget hearings, inform the Legislature what level of crowding it 
considers acceptable in its institutions," based on its program goals and 
methods" of operation. This information should detail" the programmati.c 
and security implications as well as construction and operating cost under 
various overcrowding assumptions. " 

Architectural Program and Environmental Impact" Reports Not 
Available Until Late Spring. Chapter 1020/88 (SB 2124, Rogers) pro
vides $658,000 for architectural programming and" for environmental 
impact reports on potential Kern County sites for this project. Moreover, 
it requires that the department provide the Legislature with environ
mental impact reports and design options for the project before seeking 
additional funding. The department, however, will not. complete an 
architectural program, including design options, for the 1,800-bed insti
tution until March 1989. The architectural program will provide the 
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Legislature with a better basis than currently available for estimating the 
cost of preliminary plans and the future costs of this facility. Moreover, a 
review of the architectural program will.enable the I,.egislature to assess 
whether the proposed facility includes (1) sufficient intensive treat
ment/special counseling beds and (2) a bruance of high- and low-security 
facilities that match the custody lsecurity characteristics of Youth Author
ity wards., 

The department may not complete environmental impact reports on 
potential sites for this project until May 1989. Consequently, information 
to substantiate the feasibility and probable costs of alternative sites will 
not be available· to the Legislature until late in budget hearings. 

How Will the Youth Authority Finance Working Drawings and 
Construction? Working drawings and construction of the 1,800-bed 
facility, according to the department, will cost approximately $171 
million. Our analysis, however, indicates that the unappropriated balance 
of the 1988 Prison Construction Fund, if all of the administration's 1989-90 
budget requests are funded, will be only $37 million. It would not be 
prudent to fund preliminary plans at this time, unless there is a financing 
plan to complete the facility in a timely manner. Otherwise, the plans 
could be outdated at the time of construction. Consequently, we recom
mend that the department, prior to budget hearings, provide the 
Legislature with a plan for financing the proposed institution, along with 
adesign and construction schedule. 

Northern California Youth Center-New. Staff Training Center 
Wereconiinend a reduction of $431,000 in Item 5460-301-747(3) to 

delete preliminary plans and working drawings for a staff training 
center, .. because the administration has ; not adequately studied the cost 
effectiveness %perating separate training centers (versus a combined 
center) for the Youth Authority and the Department of Corrections. 
The administration should conduct such a study and report to the 
Legislature in. the faU of 1989. . 

The budget requests $431,000 for preliminary plans and workil,lg 
drawings for a 42,500 square foot staff training center, to be constructed 
on state-owned land at the Northern California Youth Center in Stockton. 
The administration has not yet. developed an architectural program for 
this project. Moreover, although a preliminary estimate by the Office of 
Project Development and Management places the future (construction) 
cost of the proposed training center at $4.9 million, the administration has 
provided no basis for this estimated cost. The department estimates that 
annual operating costs associated with the center would be $440,000. 

Thedepartment currently conducts its basic tnrlning for new employ
.ees under contract with an athletic club and a motel in Sacramento, at an 
annual contract cost of $646,000. The department estimates that. it will 
spend an additional $500,000 per year by 1992-93 to reimburse· other 
trainees for per diem expenses. Our analysis indicates that it would be 
more cost~effective for the state to own training facilities than to continue 
leasing them. We have a concern, however, about the cost-effectiveness 
of operating separate training facilities for the Youth Authority (CYA) 
and the Department of Corrections (CDC). In addition, our analysis 
indicates that the Youth Authority training program does not require a 
facility of the capacity proposed in the budget. These factors lead us to 
recommend deletion of design funds for this project. 
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Administration Has Not Adequately Investigated the Economies and 

Feasibility of a Joint Youth Authority-Corrections Training Facility. It 
is not clear why the administration proposes tooperate separate training 
facilities for the Youth Authority and the Department of Corrections. We 
understand that the two departments have somewhat different missions 
and require training programs with somewhat different emphases. Two 
distinct programs, however, operating. within the same institution could 
share such common space as classrooms, a gymnasium, library, kitchen 
and dining areas. To . some degree, this space would be wastefully 
duplicated by operating two separate facilities. Consequently, we recom
mend that the administration compare the long-term capital and oper
ating costs of two separate training facilities with the following alterna
tives: 

• Purchase the CDC Richard A. McGee Training Center at Galt and 
make modifications necessary to accommodate the CDC and CYA 
training programs. 

• Construct a joint CDC-CY A training facility at another site, such as 
the Northern California Youth Center in Stockton. . 

The administration should report its findings to the Legislature in the fall 
of 1989 and request planning funds in the 1990-91 budget for the ~ost 
cost-effective alternative. 

The CDC Training Center in Galt. Until July 1986, the Youth Authority 
and the Department of Corrections shared. the Richard A. McGee 
Training Center, leased by CDC in Galt. At that time, the Youth 
Authority was asked to move its training activities to another site, to make 
room for expanded CDC training activities at the Galt center. The CDC 
continues to occupy this facility-99,OOO square feet of building space on 
40 acres-on a lease with purchase option basis. Our analysis, however, 
indicates that the Galt facility could provide sufficient capacity. for the 
training programs of both departments, potentially at considerably less 
construction cost than proposed for the new Youth Authority facility. The 
current capacity of the Galt facility is 640 trainees. Staff. of the Galt 
Academy indicate that a maximum of 520 CDC trainees attend classes 
there at any given time. The Youth Authority estimates that it will serve 
a maXimum of 125 trainees at any given time, prOvided that its training 
program expands as planned. Thus the Galt academy, with. m:inimal 
capacity-related· modifications, should be able to accommodate both 
training programs. 

We understand that CDC is considering a proposal to exercise its 
purchase option on the Galt site, at a cost of approximately $5 million, and 
construct additional facilities there to better· accommodate its training 
program. With both CYA and CDC at the point of requesting new 
training facilities, this seems an opportune time to reassess the needs of 
both training programs and determine whether it is more economical to 
add to existing facilities at Galt and operate a joint facility, than to build 
and operate a separate Youth Authority facility, and add additional space 
for CDC at Galt .. 

New Joint Training Center at a Site Other Than Galt. Galt may not be 
the best available site for a jOint training facility. For example, state
owned sites may be available which are closer to CYA and CDC 
institutions for purposes of on-site training (although Galt is within 25 
miles ofCYA's Northern California Youth Center and CDC's Mule Creek 
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Prison). For example, state-owned land is available at the Northern 
California Youth Center (Stockton) . This is the site of four Youth 
Authority institutions as well as the Northern California Women's Prison 
and.is 40 miles from the Mule Creek Prison (lone). In its report to the 
Legislature, therefore, the administration should consider the cost
effectiveness of not purchasing the Galt facility and building an entirely 
new training facility, for CYA and CDC, at an alternative site. 

Proposed Facility Size is Not Justified. Even in· the event that the 
recommended co~t~effectiveness study shows separate training institu
tions to be the most cost effective alternative; the Youth Authority would 
not require a facility of the size and cost requested in the budget. The 
department estimates that a maximum of 125 trainees will occupy the 
proposed facility at any given. time. The total proposed classroom 
capacity of the facility, however, is 276, not hicluding a multipurpose 
room for physical training and large group meetings. The department has 
provided no program or capacity justification for the following rooms: 

• Large classroom, seats 60. Large group meeting space is' available in 
a multipurpose room that the department indicates will be used for 
physical training only two-thirds of any given training day . 

• Computer learning center, 40 personal computers, seats 72: Personal 
computers, if needed, could be provided in one or more of four other 
classrooms; . 

Elimination of these rooms (about 5,000 square feet~12 percent of the 
proposed new facility) from the project design would leave a classroom 
capacity of 143 (not including the multipurpose room) and could 
significantly reduce construction costs of the project. 

Supplemental Report Language 

For purposes of project definition and control, we recommend that the 
fiscal committees. adopt supplemental report, language which describes 
the scope of each of the capital outlay projects approved under these 
items. 
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OVERVIEW OF POSTSECONDARY EDUCATION 
CAPITAL OUTLAY 

Overall enrollments in the state's three segments of postsecondary 
education are expected to gradually increase over the next few years 
until the mid-1990s and then increase more rapidly into the early 2000s. 
This enrollment growth coupled with the need to construct new and alter 
existing facilities to accommodate enrollment will require the expendi
ture of probably several billion· dollars over the next 15 years. In order for 
the Legislature to address this challenge, it must have comprehensive 
information on the capital improvements nee<;led to accommodate these 
enrollments, including the potential need for additional campuses
/ centers. The Legislature can then use this information to develop a plan 
to finance the necessary capital improvements. Plannin:g at this time is 
essential if the needed facilities are to be available when the more rapid 
rise in enrollments ocCUrs. Currently, however, the Legislature receives 
information on future capital needs in an inconsistent and haphazard 
manner. 

The following overview provides a discussion of the current budget 
proposal, the cost implications of the current budget, a summary of 
enrollments,· the capacity· of the existing system to accommodate . these 
enrollments and the type of information the Legislature needs to 
establish a capital outlay plan .. Once this plan is in place, the Legislature 
will have the information it needs to develop a financing plan to expand 
the state's postsecondary education system. . 

Summary of the 1989-90 Capital Outlay Program 
We recommend that, prior to budget hearings, the University of 

California (UC), California State University (CSU), and California 
Community Colleges (CGG) submit information to· the Legislature 
ind. icating how the individual ca. pital outlay projects proposed in the 
1989-90 Budget Bill contribute to accommodating campusjacility needs 
associated with current and/or future enrollments. 

The budget includes $481 million for UC, CSU and CCC capital outlay 
programs in 1989~90. Of that amount; $175 million is from· general 
obligation bonds (1988 Higher Education Capital Outlay Bond Fund) and 
$306 million from revenue bonds (the "revenue" for these bonds is the 
General Fund). Table 1 shows the proposed allocations of funds to each 
segment and the estimated cost to complete the proposed projects and 
those projects not in the Budget Bill but previously approved by the 
Legislature. As summarized in Table 1, the Legislature will have to 
appropriate over $750 million just to complete these projects. 

Funding Availability To Gomplete Projects Unclear. Based on prior 
appropriations and proposals in the Governor's Budget (the Governor's 
Budget does not provide fund condition statements for higher education 
capital outlay bond funds) there is about $13 million remaining in the 
1986 Higher Education Capital Outlay Bond Fund and roughly $38 
million remaining in the 1988 Higher Education Capital Outlay Bond 
Fund. According to the State Treasurer's office, however, a total of about 
$6 million and $16 million of the balances in the 1986 and 1988 bond funds, 
respectively, will be needed to pay interest on loans from the Pooled 
Money Investment Account. An unknown additional portion of the 
balances also will be needed for these interest payments in later years. 
Thus, there will be limited amounts available from these sources (less 
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than $30 million) foreither additional appropriations or administrative 
augmentations. Given this situation, it is not clear how the administration 
intends to complete the capital program submitted to the Legislature. 

Table 1 
Postsecondary Education 

198~90 Capital Outlay Programs 
(dollars in millions) 

Funding Source 
G. O. Revenue 

Segment Bonds Bonds 
University of California ....................... . $67.8 $120.2 
California State University .................... . 66.5 115.4 
California Community Colleges .............. . 40.770.4 -- --

Totals .. ;; ..................................... . $175.0 $306.0 

Totals 
$188.0 
181.9 
11Ll 

. $481.0 

Additional 
Funds to 
Complete 
Projects 
$307.5 
314.7 
129.7 

$751.9 

; Clearly, the capital outlay program included in the Governor's Budget 
cannpt be completed within the limits of existing general obligation bond 
sources. Consequently, if the Governor's proposals are approved by the 
Legislature, additional fund sour~es must be made.available. Given this 
critical funding situation, we believe that it is essential for each segment 
to submit to the Legislature, prior to budget hearings, detailed informa
tion that clearly shows how each capital outlay project will contribute to 
accommodating campus facility needs associated with current and/or 
future enrollments. This information will assist the Legislature in deter
mining if the proposed capital outlay projects address the Legislature's 
priorities for spending limited available funds for capital improvements. 

Increased Use of Revenue Bond Financing-Decreased Legislative Fiscal 
Flexibility 

Since 1986, the Legislature has appropriated a total of $493 million in 
revenue bond funds to the three segments of postsecondary education for 
capital outlay purposes. The Governor's Budget proposes increasing this 
authorization by an additional $306 million. As shown in Table 2, the 

. annual debt service on this $799 million financing program will reach $81 
million by 1992-93 and continue at this level for another 15 years 
(assuming no additional revenue bond financing is approved). Payments 
on these "revenue" bonds are made from the General Fund and are 
counted under the state's appropriations limit. . 

Table 2 
Postsecondary Education 
Capital Outlay Programs 
Revenue Bond Funding 

1988-89 through 1992-93 (Selected Years) 

Amounts Budget 
PreViously Year 
Authorized Amount Total .88-89 

University of California ........ , ..... $374.0 $120.2 $494.2 $4.7 
California State University ..... : ..... 100.9 115.4 216.3 1.9 
California Community Colleges ..... 18.1 70.4 88.5 

Totais ............................... $493.0 $306.0 $799.0 . $6.6 

Annual 
Debt Service Costs 

89-90 92-93 
$29.8" $50.0 

2.7 22.0 
1.1 9.0 

$33.6 $81.0 

a Based on State Treasurer's Office data. Budget Bill does not reflect debt service of this magnitude. 

35-78859 
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,OVERVIEW OF POSTSECONDARY EDUCATION 
CAPITAL OUTLAY-Continued 

In addition to revenue bond financing for postsecondary education, the 
Legislature has authorized $1.2 billion in revenue bond financing for 
constructing new prisons. General Fund payments on these revenue 
bonds total $55.3 million in the Budget Bill and will increase to 
approximately $115 million by 1991-92. As the use of this method of 
financing increases, the annual payments under the appropriations 
limit increases and the Legislature's fiscal flexibility in meeting other 
statewide needs from tax revenues decreases on a dollar for dollar 
basis. 

Projected Enrollments versus System Capacity 
The enrollments discussed below are those developed by each respec

tive segment. These projections may be tempered based on the California 
Postsecondary Education Commission's current review of long-range 
planning to the year 2005. Given the importance of these projections, 
each segment should provide the Legislature the bases for their projec
tions including w.hat assumptions have been made concerning changes in 
admissions standards, participation rates and other factors affecting 
enrollments. ' 

The University of California currently anticipates its general campus 
enrollment to increase by 44 percent over the next 17 years (from 142,000 
headcount students in 1988-89 to 205,000 in 2005~06). This increase 

Chart 1 

University of California 
Projected Student Headcount Enrollment 
Eight General Campuses 
1989-90 through 2005-068 (in thousands) 

210 1988 enrollment 
projectionb 

1987 enrollment 
200 ,', projectionb " 

1------------------""'7"";7'-- 1969 systemwide 
190 capacity plan 

180 
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160 

150 
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1988 systemwide 
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a Data are for fiscal years ending in years specified. , ' ' 
b Differences between the 1988 and t 987 enrollment projections are solely attributable to different assumptions about 

the percentage of graduate students enrolled. 
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represents a 36 percent growth in undergraduate students (42,200 
students) and an 80 percent growth in graduate students (20,600 
students). A discussion of UC's enrollment plan is contained in our 
analysi~ of UC's support ~udget (Item 6440). In our Analysis of Item 6440, 
we pomt out that UC s new plan for graduate student enrollment 
generates a demand for an additional 5,565 students compared to its 1987 
plan. This change coupled with UC's plan to limit enrollment on existing 
campuses has a major. impact on the determination of whether or not 
additional campuses are needed in the UC system. . 

Chart 1, provides a comparison of projected general campus enroll
ments at UC with systemwide capacity under two assumptions. 

Systemwide Capacity. Chart 1 identifies the capacity of the DC system 
based on enrollments for the eight general campuses that UC envisioned 
when enrollments were increasing rapidly in the mid-1960s. As late as 
1969, UC's plan would have provided for a systemwide enrollment of 
196,000 at these campuses. This plan took into consideration academic 
plans, the optimum enrollment for each campus and the ability of the 
c~mpus site to accommodate this enrollment. The UC is now proposing 
the development of three new campuses based on limiting enrollment in 
the year 2005 to 184,700 at these same eight campuses. This enrollment, 
however, represents a "snapshot" in time and, according to UC, is not 
necessarily the optimum enrollment level at these campuses. The UC has 
not identified what the optimum enrollment will be at these campuses. If 
the campuses were developed to the levels projected in 1969, an 
additional 11,300 students could be accommodated on existing campuses. 

Projected Enrollments. Chart 1 also identifies projected enrollments 
under two assumptions. In the current year, graduate student enrollment 
is approximately 18.7 percent of total enrollment on the eight general 
campuses. In 1987 the university submitted a detailed graduate enroll
ment plan to the Legislature to increase this percentage to 21.3 percent 
by 2000-01. Full funding of this 1987 plan would increase graduate student 
enrollment by 58 percent (15,015 students) over the next 17 years. The 
new October 1988 university plan, however, proposes a 23.4 percent 
graduate ratio. This proposed change in graduate students generates a 
capacity demand for an additional 5,565 graduate students above the level 
of the 1987 plan. Under both assumptions, the increase in the number of 
undergraduate students is the same. 

Need For New Campuses? As shown in Chart 1, if UC expands existing 
campuses as originally planned and graduate student enrollment is 
increased to the level proposed in the 1987 plan, there is no apparent 
need for three new UC campuses and it is questionable whether any 
new campus will be needed by 2005. Under this scenario, the projected 
enrollment would exceed systemwide capacity by only 3,300 headcount 
in 2005. Given the uncertainties associated with projecting enrollments 
over the 17 -year time period, the difference of 3,300 students would not 
appear to justify planning for a new campus at this time. Consequently, 
we recommend that prior to budget hearings UC submit to the Legisla
ture the following information: 

• the optimum enrollment for each of the existing general campuses, 
• the rationale for changing the optimum enrollment level for any 

campus where the proposed level differs from the 1969 plan, and 
• the rationale for not allowing more students to enroll annually at 

existing campuses in order to accommodate the projected system
wide demand in 2005. 



1082 / CAPITAL OUTLAY 

OVERVIEW OF POSTSECONDARY EDUCATION 
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Item 6440 

In addition, in our earlier discussion in Item 6440, we have recom
mended that the university provide the Legislature with its rationale for 
the revision in the graduate enrollment request. 

This information should assist the Legislature in determining whether 
or not additional campuses are needed in the UC system. Furthermore, 
if the determination is that one or more campuses should be developed, 
UC should provide the Legislature its plan for developing these cam
puses. For example, UC should inform· the Legislature of the planned 
optimum enrollment of each new campus, the time frame for reaching 
this enrollment, the basis for expecting statewide university enrollments 
to reach these enrollments and how these new campuses will affect 
existing UC campuses as well as other state-supported postsecondary 
education campuses. 

Finally, as discussed later in this overview, the Legislature may want to 
defer a decision on the need for additional campuses pending receipt of 
long-range planning information from the California Postsecondary 
Education Commission and the three segments. This information, that 
was requested by the Legislature in 1988, is to be available by December 
1989. 

The California State University is also projecting a substantial enroll
ment growth at its 19 campuses over the next 17 years. Over this time 
period, CSU expects enrollments to increase by 22 percent-from 355,000 
headcount students in 1988-89 to 436,000 in 2005-06. Chart 2 shows that the 

Chart 2 

California State University 
PrOjected Student Headcount Enrollment 
1989-90 through 2005-068 (in thousands) 
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CSU system has a large statewide surplus of available capacity within the 
master plan enrollment for each of the 19 campuses. For example, in 2005 
the master plan capacity of existing campuses could accommodate 24,000 
more students thanCSU expects to enroll. Moreover, with the addition of 
the proposed San Marcos campus, the systemwide master plan capacity 
could accommodate 59,000 more students than CSU expects to be 
enrolled. This total systemwide capacity is, of course,. dependent on 
COhstruction of additional facilities within the present CSU system. 

The 19 campus (proposed 20 campus) CSU system· has a statewide 
mission that is influenced by regional demographics. With few exceptions 
most campuses primarily serve broad geographic areas. Thus, CSU 
assumes that where ' there is growth in population there will be increased 
demand for CSU services. This is a valid assumption but it does not follow 
that enrollments at each campus are limited to the immediate region. In 
fact, CSU recognizes that many campuses have a large component of 
statewide enrollment. Taking these enrollment factors into consideration, 
CSU is in the process of reevaluating its current campus master plans and 
is developing alternative strategies for accommodating the projected 
enrollments. CSU anticipates completing this effort by December 1989. 
In the meantime, however, CSUls proposing (in the Governor's Budget) 
to deveI6p the North S"an Diego County Center in San Marcos to a full 
service campus with an enrollment of 13,400 FTE students by 2020 and a 
master plan enrollment of 25,000 FTE students. TheCalifornia Postsec
ort¢lary Education Commission has approved the conversion of this 
center toa full service campus bot has not as yet approved lhe 
enrollment levels proposed by CSU. . 

Chart 3 

California Community Colleges . 
Projected Student Headcount Enrollment 
1989-90 through 2005-06a '(ln millions) 

1.8 

a Data are for fiscal years ending In years sp~clfied. No statewide capacity Infor~tion is available. 
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The California Community Colleges. Projections for the community 
colleges indicate that total statewide enrollment will grbw to 1,726,000 
students over the next 17 years. Chart 3 illustrates this increase of about 
393,000 students, or 29 percent; Statewide capacity for accommodating 
this enrollment is not shown in Chart 3 because the Chancellor's Office 
does not have either a statewide plan or a central accounting of the 
statewide capacity. In part this may be because the emphasi~ of the 
community college mission is on providing local service. This should.not 
preclude, however, the Chancellor's Office from obtaining the informa
tion necessary to assure efficient use of existing campus facilities, 
including districts cooperating with each other to alleviate enrollment 
pressures. The Legislature and the administration need this systemwide 
information in order to evaluate the needs within the community college 
system.. . 

Need For Comprehensive Five-Year Capital Outlay Plans 

We recommend that, by May 1, 1989, the University of California, 
California State University, and California Com.munity Colleges .sub
mit to the Legislature a current ani! comprehensive. five-year capital 
outlay plan. > • 

Further, we recommend that the Legislatureadopl supplemental 
report language directing the University of California, California State 
University and California Community Colleges to annually update 
these plans and submit them to the Legislature by September 1 of each 
year beginning in 1989. . 

As discussed above, over $750 million will be needed to complete the 
higher education projects previously approved by the Legislature and the 
1989-90 projects proposed in the Governor's Budget. Currently there are 
no identified fund sources to finance this cost. Moreover, the projects 
included in this $750 million program do not come close to addressing the 
enrollment increases expected toward the end of this century ahdinto 

. the early part of the 21st century. This time frame cannot be viewed as 
too distant to be of concern today. If the state is going to meet the 
challenge of accommodating future enrollments, the process of capital 
planning and implementation must begin now. In view of the probable 
need to spend several billion dollars for this expansion, the Legislature 
needs to have the information necessary to determine whether or not 
proposed expenditures meet its priorities and that the funds will be spent 
effectively. . 

The Legislature recognized the need for a long-range planning effort 
in postsecondary education when it adopted language in the Supplemen
tal Report of the 1988 Budget Act directing the California Postsecondary 
Education Commission (CPEC) to develop recommendations to the 
Legislature and the Governor on policy variables that will influence state 
costs for new facilities through the year 2005. This effort will be 
undertaken in cooperation. with the public and' private segments of 
postsecondary education. The commission is .to report to the Governor 
and the Legislature by December 1989. The results of this effort should 
provide the long-term planning framework that will be implemented 
through comprehensive five-year capital outlay planning documents. 
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Tied to the commission's planning effort, the Legislatilre directed UC, 
CSU and CCC to develop a plan through 2005 to accommodate projected 
enrollments. These plans are to address the need to expand existing 
campuses, develop new campuses/centers or other such expansion to 
accommodate the enrollment~. The sE:)gments are to submit these docu
ments qy December 1990 to the Department of Finance, the Office ofthe 
Legislative Analyst and ePEC for review and comment before submit
ting them to the Governor and the l.egislature. Presumably, these 
documents will be ba~ed on the action the Legislature and the Governor 
take on CPEC's December 1989 report. 

The combination ofJhe documents discussed above will set the stage 
for long-term development of the state's segments of public postsecondc 
ary education. Once the Legislature has this information it will be in the 
position to determine if and when additi<;mal campuses are needed in the 
state's three segments of postsecondary education. Receipt of the infor
mation in December 1990 wilL allow the Legislature to determine 
whether or not an expansion is warranted and, if appropriate, still allow 
new campuses to be developed on a timely· basis to meet identified 
enrollment needs. 

Comprehensive Five-Year Capital Outlay Plans Needed. To effec
tively allocate the state's resources and implement the long-term devel
opment in a timely manner, the Legislature needs comprehensive 
five-year capital outlay planning documents. These planning documents 
should identify the proposed projects for each year (beginning with the 
Qudget year), the estimated cost for tll.ese projects in each year of the 
plan and how the proposed projects will contribute to accommodating 
the needs associated with current and/ or projected enrollments. It is 
important to recognize that these plans represent flexible working 
documents that are subject to evolutionary changes inherent in a 
long-term planning process. Some revisions, especially in the more 
distant years, should be anticipated if the plans are to reflect the most 
current information. Consequently, these plans should be updated annu
ally and submitted to the Legislature by September 1 of each year. The 
Legislature can then assess this information and develop a financing plan 
to enable implementation of the plans approved by the Legislature. 

In the meantime, the Legislature is faced with the need to expand 
existirtg campuses in order to accommodate current. enrollments as well 
as short-term enrollment growth. In view of the immediate need to 
develop a financing plan~specially if the plan is ~o include a bond issue 
of an appropriate amount for the June 1990 ballot...,....the Legislature needs 
to receive this information. Thus, we recommend that the Universiry of 
California, California; State University and the Community Colleges 
submit such a plan to the Legislature by May 1, 1989. These plans should 
include at least the following information: 

• current year enrollment and annual enrollment projections for each 
campus to the year 1994-95, . ' , 

• projects proposed for each campus in each year of the plan, including 
a discussion of the programmatic bases for each project, and how the 
project contributes to accommodating needs associated with current
/ projected enrollments, 

• the estimated cost for each project showing the schedule for when 
these funds will be needed (for this purpose,· project completion 
costs that are beyond the five-year period should be identified), and 
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• the relative priority of the projects on a campus and systemwide 
basis. 

The segments should be ableto provide this information by May 1. This 
will, however, require UC to aggregate campus five-year plans into a 
systemwide document. SimHarly, the community colleges will need to 
combine the existing district plans into a statewide document. The CSU 
has the majority of this information in its systemwide five-year planning 
document. 

The above information should also be part of the annual five-year plans 
submitted to the Legislature. . 

UNIVERSITY OF CALIFORNIA-CAPITAL OUTLAY 

Item 6440-301 from the 1988 
Higher Education Capital 
Outlay Bond Fund, Public 
Buildings Construction Fund, 
and the High Technology 
Education Revenue Bond 
Fund Budget p. E 81 

Requested 1989-90 ............................................................. ~ ............ $188,008,000 
Recommended approval ............................................................... 183,139,000 
Recommended reduction .................. ,.......................................... 4,869,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Preliminary Plans Not Yet Available. We recommend ap- 1087· 
proval of eight projects totaling $57.3 million contingent on 
receipt of preliminary plans prior to budget hearings. 

2. Universitywide-Seismic . Safety Corrections.. Delete 1088 
$1,750,000 in Item 6440-301-785(2). Recomrp.end deletion of 
funds for preliminary plans for seismic safety corrections 
because the university has not indicated what specific 
projects will be undertaken and what the project priorities 
and future costs will be. 

3. Berkeley Doe/Moffitt Libraries Addition and Seismic Im- ·1088 
provements. Delete $1,600,000 in Item 6440-301-785(5). Rec
ommend deletion of funds for preliminary plans for an 
addition joining the Doe and Moffitt libraries and seismiC 
improvements to both libraries because the university 
should first submit the Doe and Moffitt libraries seismic 
correction projects on a universitywide list of such projects 
to the Legislature. In addition, the university has not 
justified the (1). growth of the central library collection 
when moved to the new addition and (2) construction of a 
new addition underground and experiencing the high cost of 
excavating solid rock. 
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4. Los Angeles Anderson Graduate School of Management. 1090 
Delete $1,315,000 in Item (i440-301-785(17). Recommend 
deletion of funds for working drawings for the Anderson 
Graduate School of Managerilent because the university has 
not. provided the Legislahlre any infonnation to justify this 
project. . . 

5. Riverside Soils and Nutrition Building, Seismic Upgrade 1090 
and Remodel. Delete $204,000 in Item 6440-301-785(19). 
Recommend deletion of funds· for preliminary plans to 
rebuild the Soils and PI~t Nutrition Building in order to 
permit the UC to reevaluate its future enrollment demands. 
and fa~ility options for its Graduate School of Management 
and other academic programs. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes three appropriations totaling $188 million to fund 

the state's share of the University of California's (UC) capital outlay 
program in 1989-90. Of this amount, $67.8 million will come from the 1988 
Higher Education Capital Outlay Bond Fund (general obligation bonds), 
$30 million will come from the Public Buildings Construction Fund 
(revenue bonds), and $90.2 will come from the High Technology 
Education Bond Fund (reyenue bonds). The "revenue" for the proposed 
revenue bond financing is· the state General Fund. 

1989-90 Capital Outlay Program 
We recommend approval of 22 projects totaling $125,874,000. 
We also recommend approval of eight projects totaling $57,265,000, 

cont~ngent on receipt of preliminary plans prior to budget hearings. 
The University of California's 1989-90 capital outlay program includes 

$188 million for 34 projects. To facilitate analysis of these projects, we 
have divided them into descriptive categories as shown in Table 1. 

Table 1 
University of.California 

1989-90 Capital Outlay Program 
Funding Summary by Project Categories 

(dollars in thousands) 

Number Total 
of State 

Category Projects Cost 
A. Mitigate hazards ............................. . 1 $1,750 
B. Complete newly constructed facilities ..... .. 8 6,686 
C. Add instructionally related facilities ......... . 2 26,124 
D. Upgrade instructionally related facilities ... . 3 16,031 
E. Library space ................................... . 4 44,904 
F. Add research related facilities ............... . 6 36,194 
G. Upgrade research related facilities .......... . 4: 45,006 
H: Other ......................................... . 6 11,313 

Totals ............................................ . 34 $188,008 

a University estimates. 
b ReCOinmended amount contingent on receipt of preliminary plans. 

Analyst's 
Recommen

dation 

$6,686 
26,124 

15,827b 

43304b 

34:879b 

45,006 
11,313b 

$183,139 

Estimated 
Future 
Cost' 

unknown 

24,124 
3,468 

78,918 
157,298 
15,510 

~ 
$284,245 

Our analysis indicates that 22 projects totaling $125,874,000 have either 
been previously approved by the Legislature or are new proposals that 
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are otherwise justified to address' ,enrollment needs or other space 
deficiencies. Consequently, we recommend approval of these projects. 

Preliminary Plans Not Yet Available. In addition, our analysis indi
cates that there are eight projects totaling $57,265,000 which have been 
previously approved for preliminary plans and the request for working 
drawings or working drawings and construction is consistent with the 
amount recognized by the Legislature in the Supplemental Report of the 
1988 Budget Act, adjusted for inflation. However, at the time this analysis 
was prepared, the university had not provided the Legislature with the 
completed preliminary plans for these projects. We recommend approval 
of the budget requests for these projects, contingent upon receipt of 
completed preliminary plans prior to budget hearings. If the preliminary 
plans are not available to the Legislature at that time, we recommend 
that the Legislature not approve the project. " , 

A discussion of the, re~~ining projects and our recommen.dation for 
each follows: " . 

Universitywide-Seismic Safety Corrections 

,We recommend deletion of $1,750,000 in Item 6440-301-785(2) for 
preliminary plans for seismic safety corrections because the university 
has not indicated what specific projects will be undertaken and what 
the project priorities and future costs will be. 

The budget includes $1,750,000 for preliminary plans for seismic safety 
corrections throughout the university system. UC has indicated that, 
based on the Seismic Safety Commission's (SSC) 1981 survey 0f state 
buildings, it has a substantial statewide need for making seismic correc.:. 
tions to a number of buildings at several campuses. Moreover; UC 
indicates ,that this proposal would address other building modifications 
such as code deficiencies, replacement of building utility systems and 
asbestos abatement. The need for or the extent of these other modifica
tions has not been identified. Finally, UC has been unable to provide the 
Legislature with specific information to indicate what projects would be 
undertaken, what their relative priorities would be with each other or 
with other instructional and research capital outlay projects, and what 
the future costs would be to complete the projects. 

In effect, the Legislature is being asked to finance the initiation of a 
universitywide proposal without knowing what the universitywide plan 
includes or what the total cost will be. Under these circumstances, we 
recommend deletion of the $1,750,000 requested for preliminary plans.; 

Berkeley Doe and Moffitt Libraries, Addition and Seismic Improvements 

We recommend deletion of $1,600,000 in Item 6440-:301-785(5) for 
preliminary plans for construction of an underground building join
ing the Doe and Moffitt libraries and seismic improvements to both 
libraries because the university should first submit the Doe and Moffit 
library seismic correction projects on a universitywide priority list of 
seismic corrections projects to the Legislature. In addition, the univer
sity has not justified the (1) growth of the central library collik:tion 
when it is moved to the new addition and (2) need for building the neiv 
addition underground and experiencing the high cost of excavating 
solid rock. ' " , 
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The budget includes $1.6 million from ge.neral obligation bonds to 
develop preliminary plans for the first phase of a plan to correct seismic 
and code. peficiencies as well as upgrade and expand. the main library 
complex on the Berkeley campus. TheUC expects the entire plan to cost 
up to $120 million. The initial project-proposed in the Budget Bill
includes: 

• construction of a 143,000 assignable square foot (as£) underground 
building joining the Doe and Moffitt libraries, 

• demolition of the central book stack structure in the Doe Library to 
. i,rrlprove seismic resistance, . 

• construction of seismic bracing in the Moffitt Library, and 
• other building modifications to the Doe and Moffitt libraries. The 

future cost to complete this initial project is estimated to be $35.8 
million. . 

·We recommend deletion of $1.6 million for this project for the 
following reasons: 

• ··The overall mam librarYlroject includes major seismic structural 
corrections to the Doe ail.. Moffitt libraries. Before proceeding with 
this project, UC should first provide the Legislature with information 
as to its universitywide seismic correction projects and their relative 
priorities. 

• ~he university. has not justified. t~e proposed expansion o~ the central 
hbrary collection from 1,5 mllhon volumes, currently 10 the Doe 
Library central stack, to 1.9 million volumes b}' 2006 or poteritially up 
to 2.4 million in the years beyond, after the collection is moved to the 

. new addition. When the Doe Library is fully renovated, additional 
space for at least 700,000 more volumes could also be made avail
able-bringing the total to 3.1 million volumes. Moreover, future 
phases of the main library eXPansion plan could make space available 
for an. undetermined but substantial growth of the on-campus 
collection. 

Currently, Berkeley has a total collection of about 4.6 million volumes 
available in Doe Library and other libraries on the campus. In addition, 
the campus has 24-hour access to another 3 million volumes (currently 
being expanded to over 5 million volumes) at the Northern Regional 
Library Facility at Richmond. 
• The university··· has not justified the need for building the new 

. addition underground and experiencing the high costs of ripping and 
blasting a deep excavation in solid rock to construct an underground 
building that is two football fields in size and up to four stories high, 
and building a road, plaza and landscaped areas over the top of the 
building . 

. Moreover, the university, (1) in stUdying several alternatives for 
making additions to the central library complex, has not included in its 
report the cost benefits of buildirig a conventional above-ground building 
at a site north of the Doe Library that is presently occupied by several 
temporary buildings, and (2) has not provided the Legislature with a 
clea~ 'pic~re of potentia~ chang~s and costs of future. seismic and space 
modIfication and expanSIOn projects for the central hbrary complex. In 
particular, the future uses and modifications of the Doe Library have not 
been explained. .. 
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Los Angeles Anderson Graduate School of Management 

Item 6440 

We recommend deletion of $1,315,000 in Item 6440-30i-785 (17) for 
working drawings of the Anderson Graduate School of Management 
because UC has not provided the Legislature with any information to 
justify this project. 

The Budget Bill includes $1,315,000 from general obligation bondS to 
match $1,572,000 of university gift funds for working drawings for 
construction of the Anderson Graduate School of Management. The UC 
is currently using $2.2 million of gift funds to <;levelop preliminary plans 
for this project. The future cost to complete this project is estimated to be 
about $51 million; including $24.9 million of state funds and $26.1 million 
of university gift funds. . ... .. 

According to UC, this proposal will provide 164,000 asf for the'Graduate 
School of Management, its Executive Education program and a related 
seminar / conference program for professional continuing education. The 
UC indicates that the existing Graduate School of Management building 
will be vacated and used for temporary relocation space to support a 
series of unidentified seismic projects at UCLA and to nieet the needs of 
other programs in the humanities and social sciences. . . . 

At the time this analysis was written, UC had not provided the 
Legislature any information to justify the ultimate expenditure of $27 
million of state funds for this proposal. For example, UC has been unable 
to identify (1) why the existing facilities are inadequate, (2) why a 
complete new facility is needed, (3) what seismic projects are planned 
and the need for temporary relocation space, (4) what the needs are in 
the humanities and social sciences or how the e~stingfacility will be used 
for these purposes, (5) the basis for the estimated cost of the project or 
(6) the cost for using the building for temporary relocation space and/or 
humanities/social sciences. In short, the Legislature is being asked to 
finance a proposal without any justification on which to ba,se a decision. 
Consequently, we recommend deletion of $1,315,000 requested for 
preliminary plans. 

Riverside Soils and Plant Nutrition Building, Seismic Upgrade and Remodel 

We recommend deletion of $204,000 in Item 6440-301-785(19) for 
preliminary plans to rebuild the Soils and Plant Nutrition Building at 
the Riverside campus in order to permit UC to reevaluate its future 
enrollment demands and facility options for its Graduate School of 
Management and other ac.ademic programs. . . 

The budget includes $204,000 for preliminary plans to completely 
rebuild the 21,170 asf of space in the south and central wings of the Soils 
and Nutrition Building at Riverside to provide graduate, laboratory and 
faculty office space for the Graduate School of Management. The future 
cost to complete this project is estimated to be $5.1 million .($178/asf), 
about the same cost per assignable square foot as a new building with 
similar functions. ..' 

These wings, constructed in 1917, were part of the original structures 
on this campus. These areas have been vacant since 1967. Essentially, this 
project would (1) completely remove the interior and roof structures of 
the existing building leaving only the outside brick walls, and (2) 
construct on the inside, a new steel structure building. This preservation 
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approach is similar to the one used for rebuilding the State Capitol 
Building. 

We recommend deletion of this project for the following reasons: 
• The reconstructed building will have major limitations. After 

spending $5.1 million to reconstruct this small historic building, the 
university will have a low efficiency facility (58 percent usable 
space) that will provide only 6,800 asf of graduate laboratory space. 
Moreover, the building will not be expandable to meet future 
enrollment growth. As an added concern, this building is located 
outside of the central core of the campus, away from close access to 
the libraries and other academic buildings. 

• Future enrollment growth and facility options should be reevalu
ated. The campus has been designated for growth in future enroll
ment to include growth in the areas of general administrative 
sciences. Although it is presently uncertain what the magnitude of 
the growth will be, it appears certain that the campus will soon need 
to construct at least one large instructional and research facility in 
the academic core area. This facility could be designed to (1) 
accommodate the Graduate School of Management in contemporary, 
efficient space close to other related programs and (2) permit 
expansion to meet continued enrollment growth. 

• Future use of the Soils and Plant Nutrition· Building. Using the 
building for administrative purposes or faculty offices would require 
minimal structural and interior modifications and be compatible 
with the location of the building. Such uses also should result in a less 
costly project. 

Supplemental Report Language 

For purposes of project definition and control, we recommend that the 
fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under these 
items. 
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Item 6610-301 from the 1988 
Higher Education Capital 
Outlay Bond Fund, Public 
Buildings Construction Fund, 
and the High Technology 
Education Revenue Bond 
Fund Budget p. E 114 

Requested 1989-90 ..............................................................•........... 
Recommended approval ......................... ; .................................... . 
Recommended reduction .................•........................................... 
Recommendation pending ........................................................... . 

$181;641,000 
149,293,000 
31,971,000 

377,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Analysis 

page 

L Preliminary Plans Not Yet Available. We recommend ap- 1094 
proval of 15 projects totaling $80,397,000 contingent on 
receipt of preliminary plans prior to budget hearings: 

2. Fullerton-Science Building Addition/Renovation, Phase 1. 1095 
Reduce Item'6610-301-525(3) by $22,431,000. Recommend 
deletion of funds for working drawings and construction of 
the Science Building addition because CSU (1) has not 
justified the high cost of the addition and (2) should 
reevaluate renovation of the existing laboratories in the 
existing Science Building. 

3. Humboldt-Founders Hall, Rehabilitation; Reduce Item 1096 
6610-301-660 (2) by $7,948,000. Recommend deletion of funds 
for rehabilitation of Founders Hall because seismic correc-
tions have been completed, removing the original high 
priority for this project. 

4. Statewide Preliminary Planning-1990-91. Approve 1096 
$400,000 in Item 6610-301-785{lj. Recommend approval of 
funds for statewide preliminary planning and adoption of 
Budget Bill language limiting the expenditure of statewide 
preliminary planning funds to those capital outlay projects 
expected to be included in the 1990-91 Governor's Budget. 

5. Dominguez Hills-Education Resources Center Remodel- 1097 
ing. Reduce Item 6610-301-785(7) by $119,000. Recommend 
reduction of funds for remodeling the Education Resources 
Building because CSU has not justified a 23 percent increase 
in cost over what was previously approved by the Legisla-
ture. 

6. Contra Costa O/fCampus Center-Infrastructure IL Reduce 1097 
Item 6610-301-785(14) by $301,000. Recommend deletion of 
funds for preliminary plans for additional infrastructure 
development at this new permanent center because CSU 
has not provided the Legislature with any justification for an 
$11 million expansion of infrastructure beyond what was 
previously authorized by the Legislature. 



Item 6610 CAPITAL OUTLAY / 1093 

7. Long Beach-Auditorium. Withhold recommendation on 1098 
$377,000 in Item 6610-301-785(18) for working drawings for a 
1,200-seat· auditorium pending (1) receipt of a policy state-
ment and selection criteria from CSU for selection of 
auditorium projects, (2) demonstration by CSU that this 
project is the highest statewide priority under these criteria 
and (3) receipt of preliminary plans. 

8. Pomona-Animal Care Laboratory F4cility. Reduce Item 1098 
6610-301-785(23) by $49,000. Recommend deletion of funds 
for working drawings of a new animal care laboratory facility 
because CSU has not justified the need for .additional and 

. 'separate animal care facilities. . 
9. Pomona-Utilities. Reduce Item 6610-301-785(24) by 1099 

$262,000. Recommend deletion of funds for preliminary 
plans and working drawings for central utility system im
provements and a: water reservoir because the project is 
premature given that (1) the scope and cost of the utility 
improvements are to be based upon studies that are not 
completed, and (2) the size and cost of the reservoir is 
dependent upon whether or not property will be donated to 
the state. 

10. Sacramento-Physical Education Classroom/Laboratory 1099 
Building. Approve $176,000 in Item 6610-301-785(26). Rec
ommend approval of funds for preliminary plans and work-
ing drawings for an addition to the existing Physical Educa-
tion Building with the condition that CSU either relocate the 
new facility to a different nearby site or demolish existing 
racquetball courts and incorporate new courts into the new 
addition. 

11. San Diego-Classroom Student Services Building Phase IL 1100 
Approve $440,000 in Item 6610-301-785(29). Recommend 
approval of working drawings for a new classroom/ student 
services building Phase II provided that the original project 
scope and cost remains unchanged (except for inflation) to 
ensure that all of the instructional space previously ap
proved by the Legislature will be provided. . 

12. San Francisco-Classroom/Faculty Office BJ,lilding. Reduce 1101 
Item 6610-301-785(33) by $411,000. Recommend deletion of 
funds. for preliminary plans for a new classroom/faculty· 
office building because CSU has not justified the expendi-
ture of $26.3 million to build .a new building having capacity 
for 4,078 FfE students in order to replace and permit the· 
demolition of the existing Humanities Building which has a 
capadty.for about 4,899·FfE students. .. 

13~ San Josti-Demolish Spartan City. Reduce Item 6610-301- 1101 
785(34) by $450,000. Recommend deletion of funds for· 
demolition of the Spartan City temporary housing complex 
because these funds could instead be used for other postsec
ondarycapital outlay projects. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes three appropriations totaling $181.6 million to 

fund the state's share of the California State University's (CSU) capital 
outlay program in 1989-90. Of this amount, $66.4 million is from the 1988 
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Higher Education Capital Outlay Bond Fund (general obligationbOIids) , 
$76.4 million·will come from the Public Buildings. Construction Fund 
(revenue bOIi~s), and $38.9 million will come.from the·High Technology 
Education Bond Fund. The "revenue" for the proposed revenue bond 
financing is the General Fund. . 

1989.;.90 Capital Outlay Program 

We recommt{nd approval of 23 projects totaling $67,368,000. 
We also recommend approval of 15 projects totaling $80,397,000 

contingent upon receipt of preliminary plans prior to budget hearings. 
The California StateUniv€lrsity's 1989-9Q capital outlay program in

cludes $181 million for 50 projects. To facilitate analysis of these pr9jects, 
we have divided them into descriptive categoriesas shown in Table 1. 

Table 1· 
California· State University 

1989-90 Capital Outlay Program 
Project Categories 

(dollars in thousands) 
Number . Total 

of State 
Projects Cost 

A. Mitigate hazards ...................... .. 5$24,292 
B. Complete newly constructed facilities. 8 9,620 
C. Add instructionally related space ..... . 9 57,356 
D. Upgrade insquctionally related space. 2 8,252 
E. Library facilities ....................... .. 4 1,272 
F. Add support space .................... .. 9 12,942 
G. Other projects .. : ...................... . 6 ·5,278 
H. Permanent off:campus centers ........ . 7 62,629 
Totals ........... :.: ............... : ... : ...... . 50$181,641 

a CSU estimates. . 

Analyst's 
Recommendation 

$1,861 
9,620 

56,945b
. 

304~ 
1,153b 

12,516 
4566b . 

62,328b 

$149,293 

b Recommended amount is contingent on receipt of preliminary plans for specific projects. 

Estimated 
Future 
Cost!' 
$29,205 

.113,796 
11,143 
55,850 
71,579 
5,287 

. 17,571 

$304,421 

Our analysis indicates that 23 projects totaling $67.4 million have been 
either previously approved by the Legislature or are new proposals that 
are otherwise justified to address enrollinentneeds or other space 
deficiencies, ConsequeIltly, we recommend approval of these projects. 

In addition, our ~aIysis indicates that there are 15 projects totaling 
$80.4 million which have been previously approved and· the request for 
working drawings or working drawings andcbnstruction is Gonsistent 
with the ,amount recognized by the Legislature in· the Supplemental 
Report of the 1988 Budget Act, adjusted for inflation .. However,at the 
time this analysis was prepared, CSU had not provided the Legislature 
with the completedpreliininary plans for these projects. We r~commend 
approval, contingent upon receipt of thecorripleted" preliminary plans 
prior to budget hearings. If the preliminary plans are riot available to the 
Legislature at that time, we recommend that the Legislature not approve 
the project. ' 

A discussion of the remaining projects and our tecommendationfor 
each follows. ., 
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Fullerton-Science' Building Addition/Renovation, Phase 1 

We recommend deletion of $22,431,000 in ,Item 6610-301-525(3) for 
working drawipgs and construction of the Science Building addition 
because (1) CSU has not justified the high cost of constructing the new 
addition and the resulting l,oss of 78 FTE of cla~s laboratory ca,pacity, 
and (2) CSU should reeval~ate the alternatwe of renovatmg the 
laboratory space in the existing Science Building at a substantially 
lower cost with no loss of class laboratory capacity. ' 

The buqget includes $22,431,QOO from revenue bonds for working 
drawings and construction of a 6O~OOO asf addition to the e~sting Sciences 
Building at. the Fullerton campus. This woul!i be thefir~t 6f a two-phase 
projeCt to. relocate the physical sciences class ,laporatories and related 
support space from the existing ,Science ,Building to the new addition and 
to r~novate. the vacated space for ~econdary use such as classrooms, 
se,lf-mstructi, onal C(;>Iliput,er laboratones, ,an, d ,th,e,' cam" ,rus com,p ute,r cen~ 
ter. Upon'completioIi; t)1ere would be a redu~tion 0 space for 78FfE 
students in class laboratories, and art' incre~se" of. c1a~~roo~space "for 266 
FfE stude:p.ts.· The estimated f1Jture cost is $2.9 ~illion to equip the 
addition, and $16.1' million to renovate the vacated space for qtller uses. 
The total estimated cost of both phases of the, project is about $41.8 
million. " ",' , , 
, In 1987~88, CSU reqllested preliminary planning funds for a project to 

remedy a fume, hood exhaust problem in the Science Building at 
Fullerton. At that time studies indicated that exhaust air from fume hoods 
vented to, the roof of the building reentered the builcUng. The Legislature 
appropriated funds in the 1987, Budget Act for preliminary 'plans to 
correct ~he ~entilation proble~ and adopted suppleI?ental ~~port lan
guage directing CSU to. evaluate whether a combmation addltion/teno
vatioh project or a' renovation project would, be more cost effective. 
Based on this evaluation; CSU selected the addition/renovation project 
proposed in this budget request. , ',', " ' 

We recommend deletion ofthepr.oposed phase 1 addition project 
because: 

• ,TheCSU has not justified the high square foot cost to construct the 
new science addition ($322 per as£). This cost exceeds the current 
cost, ($250 per as£) of constructing' other CSU science laboratory 
buildings by over 28 percent. As part of this high cost, the addition 
would include a fume hood exhaust system costing about $3 million. 
This system would include exhaust air filters and scrubbersimd a 
45~foot high chimney. These costly elements exceed substantially the 
laboratory fume exhaust system requirements followed by CSU and 
UC in designing other science laboratory facilities. , 

• Buildings throughout CSU and uC have to deal with the problem of 
fume hood exhausts. The CSU has hot demonstrated' why the 
Fullerton situation cannot be remedied by modificatioIisto the 
exhaust and ventilation system 'at a significantly lower cost. 

• The CSU evaluation of alternative solutions compared the cost of 
, building a new laboratory building and partial alterations to the 

existing building with the cost of renovating the entire science 
building. A more realistic cost analysis would compare the cost of a 
new bUilding/ alteration with the cost of modifications to the fume 
hood exhaust system. ' 
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CALIFORNIA STATE UNIVERSITY ~APIT ALOUTLA Y"-'Continued' 
• The '. untyersity should reevaluate the alternative ,of renovating the 

existing Science Building. This 'reeyaluationshould inClude (1) the 
effect' of removing the recirculation. modification.s that have been 
made to the original ventilation .'. system,. thereby :t:~ducing .the 
recirculation of air within the building and (2) other improvements 
to the existing fume.hood exhaust system to conform to requiremeI:l;ts 
followed by otper CSp and UC camp~ses. The.square footage. cost of 
such a renovation project would be substantially lower than the cost 
of constructing the proposed new addition. We note that if CSU' were 
to propose .~eplaceme~t of the ventilation. an~ fume ex.h~u:st sy~tems 
and essential renovahonof the laboratones'lIl the eXlstmg SCIence 

. Building, the work could be completed within the time allotted by 
CSU to construct the new science addition. .' . . 

Humboldt-Founders Hall, Rehabilitation . 
We recommend deletion of $7,948,000 in Item 6610-301-660 (2) for 

rehabilitation of the Founders Hall' Bui!dingbecause seismic corri!c
tions have been completed, removing the high priority previously 
assigned to this project. . ' .. , . " . 

the Budget Bill inCludes $7,948,000 from revenue bortds for rehabili
tation of the 66,153 asf Founders Hall Building at the Humboldt campus 
which is presently used for Classrooms and faculty offices. The project also 
inCl~des a 1,320 asf addition to the building for 12 faculty offices. Upon 
completion of this rehabilitation project, there will be no change in either 
instructional capacity space or in the number of facultyoffices~ , , 

We'recommend deletion of this project because: ' 
• In'1987, CSU assigned a high priority to thi~ project inainlyonthe 

basis of the Seismic Safety Commission's Jf)81, Seismic Ha~ard Survey 
of State of California Buildings. rhe commission's suryey ranked 

'. Founders Hall number 20 in a priority list. of state buildings requiring 
seismic safety corrections. Subsequently, however, the structural 
engineering consultant for the commission's 1981 survey has reeval
uated the top one-hundred buildings on the list. This reevaluation 
states the building was strengthened for improved seismic perfor
mancein 1975 which was not taken into account in the 1981 survey. 
Consequently, Founders H!lll now ranks about 480 in the list of state 
buildings. 

• The CSU should reevaluate the.proposed modifications to Founders 
Hall in light of the structural reevaluation. Modification based on 
upgrading the. building· for other. reasons should be considered in 
priority with other,;projects,; 

Statewide Preliminary Planning:-1990-91 .. 
We; recommend. approval Q/ $400,000 and adoption of Budget Bill 

language under Item 6610-301-785(1) . limiting the ,expenditure of 
statewide preliminary. planning funds to only those capital outlay 
projects for, which preliminary plans" and cost. ,est~mates can, be 
developed prior tobudget hearings q~ the 1990-91 Gopernor'sBudget. 

The budget inCludes' $400,000 from 1988 general obligation bonds for 
preliminary plans for "selected" major 1990-91 capital outlay projects. 
Historically, funds for this purpose have been appropriated by the 
Legislature to CSU with Budget Act language limiting expenditures to 
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projects eXpected to be in the next budget and for utility and site 
development and cost/benefit analyses for future budgets. This limiting 
language is not proposed in the Budget Bill. " . 

We recommend the Legislature approve the funds for statewide 
preliminary planning and reinstate the prior Budget Act language in the 
Budget Bill under Item 6610-301-785. 

Funds appropriated in category (1) for statewide preliminary planning shall be 
available only for those major capital outlay projects for which' working 
drawing or working drawing and construction funds are expected, to be 
in,cluded in the 1990-91 Governor's Budget and for which preliminary plans and 
cost estim~tes can be developed I?rior to legislative hearings on, t~e 1990-91 
Budget Bill, except that a maxImum of $200,000 shall be avaIlable for 
expenditure on July 1, 1989, for utility and site development for major capital 
outlay projects and for development of cost/benefit analyses of planning 
alternatives and detail project programs for proposed 1990-91 and 1991-92 
capital outlay projects. 

Dominguez' Hills-Education Resources Center Remodeling 
We recommend approval of $512,000 in Item 6610-301-785(7)~ 

$119,000 reductio~for remodeling the Education Resources Building 
because CSU has not justified a 23 percent cost increase over what was 
previously approved by the Legislature for construction of this project. 

The Budget Bill includes $631,000 for construction to remodel 38,018 asf 
of the first, second and third floors of the Education Resources Building 
at Dominguez Hills. This project would convert classroom space (720 
FTE) and class laboratory space (17 FTE) into needed libra.ry space. The 
future cost to complete the project is estimated to be. $360,000. 

We recomm:end a reduction of $119,000 in CSU's request· for this 
project. : . 

The CSU has not been able to provide any basis' for an increase of 
$119,000 (23 percent) over the amount that was previously approved by 
the Legis~ture in ~he Supple11}ental !leport of the 19~8 Butfget A~t for ~he 
construction portion of thls proJect, when adjusted for mflatIon 
($512,000). .. 

Contra Costa Off Campus Center-Infrastructure II 
We recommend deletion of $301,000 in Item 6610-301-785(14) for 

preliminary plans for additional infrastructure development at this 
new permanent center because CSU has not provided the Legislature 
with any justification for an $11 million expansion of infrastructure 
beyond what the Legislature previously authorized. 

The Budget Bill includes $301,000 for preliminary plans for additional 
infrastructure development (on-site roads and utilities) for the new 
perm:anent off campus center at Concord in Contra Costa County. The 
estimated future cost to complete this infrastructure project is about $10.9 
million. The Legislature previously approved $355,000 in the 1987 Budget 
Act for preliminary plans and working drawings for infrastructure 
development to provide for a 1,500 FTE student· center. The budget 
includes $3,976,000 for construction of this project: At, the time CSU 
originally proposed infrastructure development for this center, there was 
no mention of the need for additional infrastructure. 

We recommend deletion of the Infrastructure II project. The CSU has 
been unable to provide any information to the Legislature that would 
justify the expenditure of an additional $11 million for infrastructure 
development at this 1,500 FTE center. 
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LOrig Beach';'Auditorium 

Item 6610 

We withhold recommendation on $377,000 in Item 6610-301-785(18) 
pending (1) receipt o/a poliCy statement and selection criteria from 
CSU for the selection of auditorium projects for funding as required by 
the 1988 Budget Act, . (2) demonstration by CSU that this project is. the 
highest statewide priority under these criteria, and (3) the receipt'of 
preliminary plans. . 

The budget includes $377,000 for working drawings for construction of 
a new 38,000 asf facility to house a 1,200 seat auditoriUm and associated 
support space at the. Long Beach campus. The estimated future cost to 
complete this project is $12.8 million. 

The Legislature, when' appropriating funds for preliminary plans for 
this project in the 1988 Budget Act, also adopted Budget Act language 
stipulating the funds could not be allocated until (1) the Trustees of CSU 
adopted a policy statement and selection criteria for evaluating if and 
when auditorium projects are to be proposed for~ampuses within the 
CSU and (2) the Chancellor's Office applies the policy statement and 
selection criteria to all campuses and the Long Beach. auditorium . is 
demonstrated to. be the highest. unmetpriority need systemwide. 

The Trustees have adopted a policy and selection criteria for these 
projects. At the time this analysis was written, however, the Chancellor's 
Office had been unable to provide documentation detailing the system
wide application of this policy and the relative ranking of the Long Beach 
project. Consequently, we withhold recommendation pending receipt of 
(1) the data to demonstrate the Long Beach auditorium as the highest 
systemwide need and (2) receipt of preliminary plans prior to budget 
hearings. 

Pomona Campus-Animal Care Laboratory Facility 

We recommend deletion of $49,000 in Item 6610-301-785(23) for 
working drawings for construction of a new animal care laboratory 
facility because the CSU has not justified the nee.d for addJtional and 
separate animal care facilities. . 

The budget includes $49,000 for working drawings of a new 3,640 asf 
animal care laboratory building at the Pomona campus· for relocation of 
some of the laboratory animals currently housed in the existing Science 
Building. The estimated future cost to complete the project (including 
equipment) is $1,543,000. The estimated construction cost equals $344 per 
asf. This construction cost is approximately the same as the cost for a new 
animal care complex at UC Berkeley. The Berkeley complex, however, 
inch;ldes more complex areas such as surgical suites and biohazard 
laboratories and is constructed underground. These features, that are not 
part of CSU's proposal" add to the cost of the Berkeley facility. The CSU 
has been unable to provide any basis for why the cost of this smaller, less 
complex facility should be this high. , . 

This new space would be in addition to 2,500 asf of existing animal care 
space that would remain in use in the Science Building. According to 
CSU, the primary reason for proposing the new animal care facilities is to 
enable the campus to meet animal health care standards set· by the 
National Institutes of Health and the u.S. Department of Agriculture .. 
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We recommend deletion of this project because CSU has not justified 
the need to construct 3,640 asf of additional animal care. space. The 
campus has and will continue to .use 2,500 asf of space in the Science 
Building for animal care purposes. This space was upgraded in 1987-88 to 
meet current standards. The CSU has not been able' to provide any data 
demons. trating that .the existing facilities are inadequate or why an 
additional and separate 3,640 asf animal facility is needed. . 

Pomona-Utilities 
We recommend deletion of $262,000 in Item 6610-301-785 (24) for 

preliminary plans and working drawings for construction of central 
utility systems and a·new water reservoir because it is premature given 
that (1) the scope and cost of the utility improvements are to be based 
upon campus utility serviCes studies which are not yet completed, and 
(2) the size and cost of the reservoir is dependent upon whether or not 
property will be donated to the state. 

The Budget Bill includes $262,000 from 1988 general obligation bonds 
for preliminary plans and working drawings for construction of major 
improvements to the central sewer, gas and electrical utility systems at 
the Pomona campus. The project also includes construction of a new 
water reservoir to replace the existing water reservoir which has been 
deterInined to' be seismically deficient. In addition, fire alarm systems 
would be installed in several buildings. Although, the proposal does not 
specify the respective costs of the various utility improvements and the 
water reservoir, the university indicates that future cost to complete the 
project would be about. $5.3 million. . .' .' 

We recommend that the project be deleted. The request is premature 
and not justified for funding at this time for the following reasons: 

• The scope and costs of the sewer, gas and electrical utility improve
. mehts are to be based on three campus-wide utility service studies 
which are currently in process and have not yet been completed, 

• The size and cost of the water reservoir is dependent on whether or 
not a parcel of privately owned property is donated to the state. At 
the time. of this analysis, this property had not yet been donated. 

When this information is available and evaluated by CSU, a project 
based on that information would warrant consideration by the Legisla
ture. 

Sacramento-Physical Education Classroom Laboratory Building 
We recommend approval of $176,000 in Item 6610-301-785 (26) for 

preliminary plans and working drawings for a new addition to the 
existing Physical Education Building with the condition that CSv. 
either relocate the building to another. nearby site or. demolish the 
existing racquetball courts and incorporate the courts into the new 
addition in order to simplify the building and reduce project cost. 

The Budget Bill includes $176,000 from 1988 general obligation bonds 
for preliminary plans and .. working drawings' for construction of a new 
45,255 asf addition to the existing Physical Education and Gymnasium 
Building. The new facility would be used by the physical education 
programs and would include classrooms, class laboratories, physical 
education activity laboratories, a self-instructional computer laboratory 
and faculty offices. The estimated cost to complete the project is $9 
million. 
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The proposed facility would be designed to fit on a small site between 

the existing Physical Education Building and an adjacent building having 
several racquetball courts. In order to develop the needed floor space, 
CSU proposes to construct the upper floors of the new facility as a 
cantilever structure over the racquetball courts. Our field review of the 
project revealed that if the bulding is located on this small site the 
existing racquetball courts should be demolished and incorporated in the 
new addition. Another viable alternative, however, would be to locate 
the new building on another site near the existing physical. education 
facilities. Either of these alternatives would permit simplification of the 
design for the new facility, possibly reducing the number of upper stories 
and reducing the cost of the project .. Consequently, we recommend 
approval of the project with the condition that the -CSU reevaluate the 
proposal and develop preliminary plans for the. less costly. of the two 
alternatives outlined above. 

San Diego-Classroom Student· Services Building Phase II 

We recommend approval of $440,000 in Item 6610-301-785(29} for 
working drawings for th.e Classroom/Student Services Building Phase 
II (1) provided the original project scope and cost remains un,changed 
(except for inflation) to ensure that all of the instructional space 
previously approved by the Legislature will be provided and (2) 
contingent on receipt of preliminary plans prior to budget hearings. 

The budget includes $440,000 from 1988 general obligation bond& for 
working drawings to construct a new 63,474 asf combination instructional 
and student services building. 

When the Legislature approved funds for preliminary plans for this 
project in the 1987 Budget Act, it specified in the supplemental report 
that the project scope include lecture capacity for 1,000 FTEstudents 
(7,500asf), class laboratory capacity for 125 FTE students (9,700 asf), 
self-instructional computer laboratory capacity for 200 stations (9,800 asf) , 
20 faculty offices (5,384 asf), and space for various student services 
functions (33,590 asf). The language also specified that the total cost of 
the project is to be $13,259,000. This language reflected the scope and .cost 
of the project as proposed by CSU. 

On November 3, 1988, CSU requested the Department of Finance to 
authorize major changes in project scope and an increase in total project 
cost. The change in scope would not change the overall size of the 
building but would convert all the class laboratory and faculty office 
space into student services offices. The CSU indicated that the total cost 
of the project should also be increased by $1,489,000 (or 11.2 percent) to 
$14,748,000 to allow for a 2 percent inflation increase in overall project 
costs and an increase in equipment costs from $476,000 to $1,221,000. 

The original justification for this project included class laboratory space 
for 125 FTE students a.nd 20 faculty offices on the basis that the space was 
needed to accommodate enrollment on this' campus. The CSU has not 
provided justification to the Legislature for deletion of this instructional 
space and instead constructing additional student services space or for 
assigning a higher priority to these functions rather than instructional 
space and faculty offices. Furthermore, CSU has not explained why the 
estimated cost of equipment has almost tripled. 
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We recommend approval of the request fOr working drawings (1) 
provided that no changes are.to be made in either the original project 
scope or the project c()st, except for an increase. to allow for inflation and 
(2) contingent on receipt of preliminary plans prior to bu,dget hearings. 

San Francisco;.ClassroomlFaculty Office Building 
We recommend deletion of $411,000 in Item 6610-301-785 (33) for 

preliminary plans for a new classroom/faculty office building/or the 
School of Humanities because CSU has not justified the expenditure of 
$26.3 milliol1.~O build a new building ,having capacity for 4,078 FTE 
stude1i,.ts to replac(!.and permit the demolition of the existing Human
ities Bililding which has capacity for 4,899·FTE students. . 

The budget includes $411,000 for preliminary plans to construct a new 
125,600 asf classroom/faculty office building. The estimated future cost to 
complete the project is $25.9 million. The new building would permit 
consolidation of the various departments of the School of Humanities into 
the new building, and (2) replacem~nt and demolition of the existing 
(132,000 gsf) Humanities Building which was built in 1957. According to 
CSU, the existing building should be demolished because it has seismic 
deficiencies and this site has been selected for construction of a new 
building in the future if this campus is designated for growth to 25,000 
FTE. The 'current plan, however, shows this campus to remain at 19,200 
FTE through 1994-95. Moreover, under a higher enrollment scenario, the 
need to demolish the existing 132,000 gsf permanent building is highly 
questionable. . 

We recommend deletion of this project for the following reasons: 
. • The CSU has not justified the· expenditure of $26.3 million to 

construct a new building having capacity for 4,078 FTE to replace 
and permit demolition of an existing permanent building, having 
greater capacity of 4,899FTE, which can be seismically strengthened 
and renovated. 

• The existing building is about number 50 in the Seismic Safety 
Commission's list of statewide buildings for seismic strengthening. A 
project that addresses this need and possibly some renovation for 
other needs woUld. warrant legislative consideration and could be 
completed in less time than the time allotted by CSU for construction 
of the new building. In fact, such a remodeling project was included 
in CSU's five-year capital outlay plan last year atan estimated cost of 
$2.5 million.· . 

San Jose-Demolish Spartan City 
We recommend deletion. of $450,000 in Item 6610-301-785(34) for 

demolition of the Spartiin City temporary housing complex because 
these funds could instead be used for other capital improvements. 

The budget includes $450,000 from 1988 general obligation bonds to 
demolish the Spartan City temporary housing complex at the San Jose 
campus. The CSU indicates that the project would demolish unsafe 
housing facilities. that have multiple code deficiencies, including fire, 
structural and asbestos hazards. If these facilities were needed for student 
housing, they would be considered unsafe and in need of improvement. 
The facilities, however, are not proposed to be used and are vacant and 
locked to prevent entry. Thus, it appears that the facilities present a low 
health and safety risk. Therefore, we recommend deletion of the $450,000 
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requested for demolition. The funds requested for this purpose could 
instead be used for other capital outlay' improyements. Furthermore, 
fi.nancingof housing related projects is CSU!s responsibility through the 
Dormitory Revenue Fund. Thl}s, ifCSU believes, this housing should be 
demolished,. theCSVshould consider use 6f this fund rather than general 
()bp.gationbonds. " 

Supplem,ental Report Language ",', ' ' 
" For purposes of project definition and control, we recommend thanhe 

fiscal committees adopt supplemental report language whicij. d¢scribes 
the scope of each of the capital outlay projects approved' under these 
items.·'" " 

CAL.IFORNIAMARITIME,:ACADEMY-CAPITAL OUTLAY 

Item 6860-.301 frqm the 1988 
Higher Education Facilities 
Cl,lpitalQutlay Bond Fund Budget p. E 123 

Requested"1989-90 ...... ; ............. ; ........... : ........................................ . 
Recommended reduction ............................................................ . 

Computer Classroom Addition 

$467,000 
467,000 

, We recommend deletion of Item 6860-301-785 for a savings of $467,000 
because the academy has not justified construction o/additional space 
for an instructiona computer center . 

. The bridget iIicl1,ldes $467,000 for preliminarypl~s, working dra~ings, 
(!on~l:f11ction and e.q~ipping of::!. 4,100 }~r?ss square foot(gs~. two-story 
addition to an eXlstmg classroom b~Ildmg. The, new addltion, would 
consist of 2,050 gsf of unassigned, ~pace on the second floor and 2,050 gsf 
of space on the first floor which would house 24 instructional microcom
puter stations, 'one' advanced computer station for drafting and design 
iristruction, and five microcomputers for faculty use. The project would 
also provide two faculty offices. 

The academy has been unable to provide, the Legislature with any 
information on the use, of existing computer equipment or why additional 
compuhirs are,necessary. The academy hlls' ,also not provided information 
concerning the current uSe of existing space and why any additional 
c~mputers could riot be housed in existing space. ' 

Enrollment at the academy has dropped 24, percent in the past five 
yea.rs, from 468students (the desigli' capacity of the a.cademy's facilities) 
iIi 1983-84 to 358 students in 1988-89. Given this decline in enrollment, the 
need for more computer equipment and instruCtional space is unclear. 
Because the academy has not justified the need to purchase additional 
computer 'equipment or construct additional instructional space, we 
recommend' deletion of this project. ' 
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Item 6870-301 from the 1988 
Higher Education Capital' 
Outlay Bond Fund and Public 
Buildings ,Construction Fund' Budget p. E 142 

Requested 1989-90 , ......................................... : ................................ $11~)05,000 
Recommended approval .................... ;.......................................... 104,591,000 
Recommended reduction ..... ; ............................... ; ............. ;......... 3;015,000 
No Recommendation '..................................................................... 3,499,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS' 
. Analysis· 

page 

1. Citr~s CCD~Aquat:;'c Center. Delete $83,000 in Item 6870- 1105 
. 301-785(9). Recommend deletion of funds for working draw-

ings of an aquatic Genter; at Citrus, College because the 
college has a standard 25 Illeter . swimming pool. " 

.2. Pasadena Area CCD-Library Buildi11g. Reduce Item 687f)- 1105 
301-785(46) by $835,000. Recommend a reduction in request 
for land acquisition and working drawings for a new library 
building at Pasadena City College because the acquisition of 
two parcels of land for a parking lot should be financed by 
the district. .... 

3. San Francisco CCD-LibraryBuilding. Delete $851,000 in 1106 
Item 6870-301-785(63). Recommend deletion of funds for 
working drawings of a library building at San Francisco City . 
College because the college has not justified the project. 

4. Mt. San Antonio and San Mateo CCDs-Cogeneration Sys- 1106 
tem. Delete $858,000 in Item 6870-301-785(40) and (64). 
Recommend deletion of funds for working drawings and 
construction of two cogeneration systems atMt. San Antonio 
College and San Mateo College because these projects would 
be more appropriately funded under the Energy Efficiency 
Revenue Bond program .. ", . .. 

5. Santa Monica CCD-Technology Building Addition Prima- 1107 
. rily for Campus Administration. Delete $388,000 in Item 
6870-301-785(68). Delete funds for working drawings for a 
building addition primarily for campus administration be
cause the project is intended to make room for a parking 
structure which could be located at another site. 

6. Child Care Centers. No recommendation on $2,111,000 in 1107 
. Item 6870~301-660 and $1,388,000 in Item 6870;'301",785. We 

make no recommendation on funding for 12 child care .. 
centers in order to permit the Legislature to make a policy 
decision as to what priority should be given to funding child 
care centers at community colleges and what such projects 
should cost. We also recommend that prior to budget 
hearings the Chancellor's Office submit to the Legislature its 
policies, guidelines, and five-year plan and cost estimates for 
its child care center capital outlay program. 
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CALIFORNIA COMMUNITY COLLEGES-CAPITAL OUTLAY --Continued; 
ANALYSIS AND RECOMMENDATIONS , 

The budget proposes two appropriations totaling $11f'1 million to fund 
the state's share of the California CommuriityColleges (CCC) capital 
outlay program in 1989-90. Of this amount, $40;7 million will come from 
the 1988 Higher Education Facilities Bond Fund (general obligation 
bonds) and $70.4 million will come from the Public Buildings Construc~ 
tion ,fund (revenue bonds-the "revenue" for these bonds is the state 
General Fund). The budget indicates that various community college 
districts will provide a total of $6 million to pay a portion of the estimated 
costs of the proposed projects. Thus, the total proposed expenditures for 
1989-90 are $117.1 million with 95 percent ($111.1 million) from the state 
and 5 percent ($6 million) from the districts. 
New Centers 

In the 1988 Budget Act the Legislature funded infrastructure and initial 
facilities for three new permanent educational centers. in Riyerside 
County having full campus potential"-the West Center, Moreno Valley 
Center and Norco Center. The Budget Bill contains $25.7 million of 
additional funding for facilities at the Riverside County centers and $5.1 
million for infrastructure and initial facilities' for four additional new 
permanent centers-the Petaluma Center, Placerville Center, Napa 
Valley Center and Glendale Center. Of these four centers, the Petaluma 
and Placerville centers have potential for future expansion to full campus 
size. ' 
1989-90 Capital Outlay Program 

We recommend approval of 79 projects totaling $101,836,000. 
The California Community Colleges' 1989-90 capital outlay program 

includes $111.1 million for 97 projects. To facilitate analysis of these 
projects, we have divided them into. to descriptive categories as shown in 
Table 1. , .". . 

Table 1 
California Community Colleges 
1989-90 Capital Outlay Program 

Project Categories 
Item 6870-301-660 
Item 6870-301-785 

(dollars in thousands) 

Category 
A. Mitigate Hazards ........................... . 
B. Complete new facilities .................... . 
C. Add instructionally related facilities ....... -, 
D. Upgrade instructionally related facilities .. . 
E. Libraries .................................... . 
F. Add new support facilities ................. . 
G. Upgrade support facilities ................. . 
H. Other .......... · .......... , .................. . 
1. Creation of permanent off-campus cen-

ters ...... : ................................... . 
J. Child care centers ............... .' ......... . 

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

a District estimates. 
b No recommendation. 

Number 
of 

Projects 
3 . 

17 
11 
15 
'7 
14 
1 
7 

10 
12 

Total 
State 
Cost 
$1,652 
5,221 

28,150 
.10,750 
10,458 
14,482 
1,135 
6,944 

28,814 
3,499 

$1ll,l05 

" ,EStimated 
. Future 

Costa 
Analyst's 

Recommendation 
$1,652 
5,221 

28,150 
10,750 
8,772 

14,011 
1,135 
6,086 

28,814 

$104,591 

b 

$11,370 
4,563 

39,816 
41,797 

18,945 
13,255 

$129,746 
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Our analysis indicates that 79 projects totaling $101.8 million have 
either been previously approved by the Legislature or are new proposals 
that are otherwise justified to address. enrollment needs or other space 
deficiencies. Consequently, we recommend approval of these projects. A 
discussion of the remaining projects and our recommendation for each 
follows: 

Citrus CCO-Aquatic Center 

We recommend deletion of $83,000 in Item 6870-301-785(9/ for 
working drawings of an aquatic center at Citrus College· because the 
college has a standard 25-meter pool. 

The budget includes $83,000 from general obligation bonds for working 
drawings for construction of an aquatic center at Citrus College.in Los 
Angeles County. This. center would consist of: (1) a 50-meter heated 
swimming pool (olympic size) with two I-meter diving boards and one 
3-meter board and a handicap ramp access into the pool, (2) a 3-meter 
physical therapy pool with handicap lifts, and (3) aJocker and shower 
room. The estimated future cost of the project is $1.2 million. No district 
funds are earmarked for this project. 

Historically, the Legislature;s policy has been to fund standard 25-
meter pools for instructional purposes in the three segments of hjgher 
education. Some 50-meter pools have been built, but they were either 
totally funded with nonstate funds or funded with state funds for the cost 
of a basic 25-meter pool With additional costs financed with nonstate 
funds. The college currently has a standard 25-meter pool for instruc
tional purposes. Consequently, we recommend that the $83,000 for this 
project be deleted. 

Pasadena Area CCO-Library Building 

We recommend approval of $1,897,000 and a reduction of $835,000 in 
Item 6870-301-785(46) for acquisition of land and preparation of 
working drawings for a library building at Pasadena City College 
because acquisition of two parcels of land for a parking lot should be 
financed by the district . 

.. The Budget Bill proposes $2,732,000 from general obligation bonds for 
the acquisition of three parcels of land on East Colorado Boulevard in 
Pasadena and preparation of working drawings for construction of a new 
59,238 asf library building at Pasadena City College. The estimated future 
cost of the project is $13.4 million. 

Our analysis indicates that the CCC has justified the need for and the 
cost of the library construction project. In addition, the acquisition of one 
parcel of commercial property has been justified to provide a site for the 
library building; The use of state funds, however, to acquire the two other 
parcels of commercial property is not appropriate. The sole purpose for 
purchasing this property is to provide parking. The use of state funds to 
purchase parking facilities is not consistent with Section 81802 of ,the 
Education Code which stipulates that "a (state-funded) project shall not 
iilclude the ... improvement of site for student or staff parking." 
Consequently, we recommend a reduction of $835,000 in the state cost of 
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CALIFORNIA COMMUNITY COLLEGES-CAPITAL OUTLAY-Continued 
this project. If the district believes acquisition for parking is necessary, it 
can use district funds or issue revenue bonds authorized under Education 
Code Section 81900. 

San Francisco CCD-Library Building 
We recommend deletion of $851,000 in Item 6870-301-785(63) for 

working drawings for a library building at San Francisco City' College 
because the CCC has not provided the Legislature with sufficient 
information to justify the project. 

The budget proposes $851,000 to pr~pare working drawings for con
struction of a new 84,370 asf library building for San Francisco City 
College. The estimated future cost of the project is $16.5 million. 
. It is clear that San Francisco City College has less library space than 

state guidelines would provide for. The district; however, has not 
provided justification for the construction of 84,370 asf of new space. In 
addition, the district has not provided information identifying either the 
need for or the size of various categories of space included in the building 
(such as computer assisted reference, faculty reading room, "new books" 
browsing area, copy center, etc.). Moreover, the district has not specified 
why the existing campus library space (39,650 as£) should not continue to 
be used for library functions. The district has also failed to explain or 
justify its intended secondary use of the vacated library space. Lacking 
this essential information, we recommend deletion of the project. If the 
district provides the Legislature with a complete proposal prior to budget 
hearings, it would warrant legislative review. 

Mt. San Antonio and San Mateo County CCDs-Cogeneration Systems 
We recommend deletion of a total of $858,000 in Item 6870-301-

785(40) and (64) for working drawings and construction of cogeneril
tion systems at Mt. San Antonio College and San Mateo College because 
these projects would be more appropriately financed under the Energy 
. Efficiency Revenue Bond program. 

The budget proposes $858,000 from general obligation bonds" for 
working drawings and construction of cogeneration systems at Mt. San 
Antonio College ($205,000) and San Mateo College ($653,000). Both 
systems will be used to heat swimming pools and .showers and will 
generate electricity for campus use. Both districts anticipate savirigs in 
electrical utility and gas heating costs, . 

In 1982, the Legislature authorized the Energy EffieiencyRevenue 
Bond program to fund cost effective energy conservation projects. Under 
this program, which is administered by the Department of General 
Services (Office of Energy Assessment), ,. the State Public 'Works Board 
(PWB) is authorized to issue, over a lO-year period, up to $500 million in 
revenue bonds to finance energy projects. 
. If the colleges determine that the proposed· cogeneration projects can 
achieve sufficient savings to establish favorable pay-back periods, they 
should consider applying to the Office of Energy Assessment for fuhding 
under the energy bond program. On this basis, and without prejudice to 
the projects, we recommend deletion of $858,000. Adoption of this 
recommendation would serve to free up bond funds that could be used in 
place of revenue bond financing for projects proposed elsewhere in the 
budget at a direct savings to the General Fund. 
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Santa Monica CCD-Technical Building Addition Primarily for Campus 
Administration 

We recommend deletion of $388,000 in Item 6870-301-785 (68j for 
working drawings fora new building addition primarily for use by 
campus administration because the project is intended to make room 
for a multistory parking structure which could instead be constructed 
at another site. 

The budget proposes $388,000 from general obligation bonds to prepare 
working drawings for construction of a 21,349 asf third story addition to 
the technical instruction building at Santa Monica City College. The 
addition will be used for campus administrative offices, a library arid a 
museum. The estimated future cost of the project is $4.4 million. 

The district indicates that the proposed relocation of the administrative 
offices is needed to make a site available for construction of a multistory 
parking structure. In effect, the proposal asks the state to spend $4.8 
million to provide a site for a parking lot. We recommend deletion of the 
project. Clearing (as discussed above) a site and I or otherwise developing 
parking facilities is a district responsibility that should be financed 
through the district parking fund or other local funds. Moreover, based 
on" our analysis, it appears that the parking structure could instead be 
constructed on another campus parking lot without building new space 
for administrative offices. 

Child Care Centers 

We make no recommendation on $2,111,000 in Item 6870-301-660 and 
$1,388,000 in Item 6870-301-785 for 12 child care centers in order to 
permit the Legislature to make a policy decision as to what priority 
should be assigned to funding the construction of child care centers at 
community colleges and what the cost of such· centers should be. 
Further, we recommend that the eee facilitate this decision by 
submitting to the Legislature, prior to budget hearings, its policies, 
guidelines, five-year plan and cost estimates for its child care center 
capital outlay program. . . 

The Budget Bill proposes $3.5 million for ·12 child care centers with 
estimated future costs of $13.3 million. Table 2 contains a listing of the 
child care center projects by funding sources. In recent years, the 
construction of child care centers has been undertaken with state funds 
in the CCC system. In contrast, the. University of California and the 
California State University use nonstate funds for construction of child 
care centers. 

It is important to consider that, not only is the number of state-funded 
child care centers increasing in the CCC system, but the cost of the 
individual centers is also rising. For example, Table 2 shows that 
construction of a 6,533 asf center at Napa Valley College is estimated to 
cost $2.1 million. On a square foot basis, this center will cost $299 per asf, 
s-pbstantially higher than new science laboratory facilities that are 
currently being constructed. . 
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CALIFORNIA COMMUNITY COLLEGES-CAPITAL OUTLAY-Continued 
Table 2 

California Community Colleges 
Proposed Child Care Center Projects 

1989-90 . 
(dollars in thousands) 

Project Phase b 

Item 6870-301-660: 
Napa Valley CCD:Napa Valley College.............. c 

Item Total .............................................. . 
Item 6870-301-785: 

Imperial CCD-Imperial Valley College.............. w 
Saddleback CCD-Saddleback College.. . . . . . . . . . . . . . . w 
Saddleback CCD-Irvine Valley College.............. w 
Ventura CCD-Oxnard Valley College................ w 
Ventura CCD-Ventura College..... .... .......... .... w 
Los Rios CCD-Sacramento City College. . . . . . . . . . . . . w 
San Diego CCD-Miramar College....... .... ......... w 
Coachella Valley CCD'Coliege of the Desert........ c 
Citrus CCD-Citrus College.................... .. .. .. . w 
Mt. Sail Antonio CCD-Mt. San Antonio College..... w 
El Camino CCD-El Camino College ......... .... .... w 

Item Total ............................................. .. 

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

a District estimates. 
b Phase: w = working drawings, c = construction. 
cWorking drawings previously approved in 1987-88. 

Total 
State 
Cost 

$2,1ll 

$2,1ll 

$68 
130 
123 
60 
60 

133 
48 

609 
72 
31 
54 

$1,388 

$3,499 

Estimated 
Future 
Costa 

$1,231 
2,101 
1,989 

929 
966 

2,391 . 
811 

1,201 
633 

1,003 
$13,255 
$13,255 

We make no recommendation on these projects_ At issue here is what 
priority does the Legislature want to give to the construction of child care 
centers in the eee system in view of other facility needs throughout 
higher education? We believe that this policy issue should be addressed 
when the Legislature considers appropriating these additional state funds 
for these projects. We recommend that the CCC facilitate this decision by 
submitting to the Legislature, prior to budget hearings, (1) the proce
duresused in implementing the provisions of Education Code Sections 
79122 and 79123 for determining attendees of the centers and for 
charging fees, (2) policies and procedures for determining attendees and 
fees not addressed in these code sections (such as children of nonstu
dents), (3) the guidelines for determining when to build a child care 
center, (4) the guidelines for determining the size of a center, and (5) 
five-year plan and cost estimates for planning/constructing new centers. 
This last item could be incorporated into the CCC statewide five-year 
capital outlay plan recommended previously in our overview of postsec
ondary education capital outlay_ 

Supplemental Report Language 
For the purpose of project definition and control, we recommend that 

the fiscal subcommittees adopt supplemental report language which 
describes the scope of each of the capital outlay projects approved under 
these items. 
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DEPARTMENT OF FOOD AND AGRICULTURE-CAPITAL 
OUTLAY 

Item 8570-301 from the 
Agriculture Building Fund Budget p. cq 114 

Requested 1989-90 .... , .............. , ............................... ; ................. ' .... . 
Recommended reduction·· ...... : ..... .-..... ; ........................................... . 

$326,000 
326,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

L Sacramento Plant Industry Laboratory.'Reduce Item 8570- ' 1109 
301-601 by $326,000. Recommend deletion of preliminary 
plans because the Agriculture Building Fund lacks sufficient 
funds for design of this project .. 

GENERAL PROGRAM STATEMENT 
Five-Year Capital Outlay Plan 

The . Department of. Food and Agriculture capital outlay program 
includes renovation or replacement of existing office buildings, border 
inspection stations and laboratories. Table 1 shows that the department 
plans' capital' outlay expenditures of about $13.4 million over the next five 
years, primarily to construct a new Plant Industry Laboratory in Sacra-
mento.· , .. 

Table 1 
Department of Food afld Agriculture 

Five-Year Capital Outlay Plan 
1989-90 through 1993-94 
(dollars in thousands) 

Projects: , 1989-90 1990-91 1991-92 1992-93' 1993-94 To.tals 
Plant Industry Lab.................. $326 $424 $9,995 $10,745 
Vidal Land Purchase.. .. .. .. .. .. .. .. 5 . 5 
Minor Capital Outlay.. . . . . . . . . . . . . . . 1,011 400 400 $400 $400 2,611 

Totals.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. $1,342 $824 $10,395 $400 $400 $13,361 

ANALYSIS AND RECOMMENDATIONS 
Sacramento Plant Industry Laboratory 

We recommend a reduction of$326,OOO in Item 8570-301-601 to delete 
preliminary plans for a new Sacramento Plant Industry Laboratory, 
because the Agriculture Building Fund lacks sufficient funds for 
design of this project. 

Project Description and Background. The budget requests $326,000 
from the Agriculture Building Fund for preliminary plans for a new Plant 
Industry Laboratory in Sacramento. The administration estimates that 
the future cost of this major capital outlay project will be about $10.4 
million. The proposed facility, a two-story, 47,470 gross square foot (gsf) 
structure, would replace the existing Plant Industry Laboratory, located 
on the third floor of the department's downtown Sacramento office 
building and annex. The new facility would be located on state-owned 
land near the department's Sacramento chemistry laboratory. At an 
additional cost of at least $971,000, the department would reconfigure the 
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DEPARTMENT OF FOOD AND AGRICULTURE-CAPITAL 
OUTLAY-Continued 

Item 8570 

vacated space in its headquarters complex and move into it programs 
which currently occupy leased office space. .. 

The Plant Industry Laboratory is an element of the departmeht'sPlant 
Pest and Disease Preventionprogtam. The laboratory identifies and 
analyzes pests and diseases from agricultural plant and seed samples. .:. 

Proposed Funding Source Is Inadequate. Our review of the proposed 
new laboratory indicates that the proposed scope and cost are reasonable. 
According to the administration, however, the Agriculture Building Fund 
will not have sufficient funds to ;support the proposed expenditure for 
preliminary plans in 1989"90. The Govemor's Budget indicates that the 
expenditures from this fund for building repairs and maintenance and for 
laboratorypreliminary.plans will create a $1 million d~ficitinthefund by 
the end of 1989-90. Moreover, the Agriculture Building Fund, given its 
current level of income and current obligations for repair and mainte
nance, will not support the anticipated $10.4 million future cost of the 
project for working drawings and construction. The department, how
ever; has not suggested an alternative funding source for constrliction of 
the'ptoposed laboratory. 

We have in the past recommended against funding the. design of 
projects for which there is no reasonable identified source of construction 
funds. Our analysis shows that the state's investment iIi design documents 
f()t such projects is often wasted when such projects do not proceed to 
construction in a timely fashion. In this case, moreover, there are not 
sufficient funds available even to design the project. Under these 
circumstances, we recommend deletion. df foods for preliminary plans, 
without prejudice to the proposednew laboratory. If the administration 
provides a plan for funding the design and construction of the laboratory 
from an appropriate source, a request for preliminary plan funding would 
merit consideration by the Legislature.' . 

Supplemental Report Language 

For purposes of project definition and control, we recommend that the 
fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under these 
items. .' 
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MILITARY DEPARTMENT-CAPITAL OUTLAY 

Item 8940-301 from the Armory 
Fund and the Federal Trust 
Fund Budget p. GG 169 

Requested 1989-90 ......................................................................... . 
Recommendation pending .......................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Armories: Lakeport and Los Angeles North. Withhold rec

ommendation on $471,000 in state ($320,000) and federal 
($151,000) funds for project design, pending receipt of 
architectural programs and associated cost estimates to 
substantiate the requested amounts. Further recommend 
the Legislature adopt Budget Bill language to control expen-
diture of the requested funds. .. . 

GENERAL PROGRAM STATEMENT 
Five-Year Capital Outlay Pian 

$471,000 
471,000 

AnalYSis 
page 

1112 

The' capital outlay program of the Military Department supports 
construction and renovation of California National Guard armories 
located on state-owned property and the department's headquarters 
facilities. The program provides new armories where existing armories 
are no longer adequate to serve the units assigned to them or where the 
federal National Guard Bureau has authorized formation of new National 
Guard units. In recent years the department has focused its capital outlay 
program on consolidating units that occupy small, scattered armories into 
new larger armories, for improved operational efficiency. In general, the 
federal government. pays 75 percent of the cost of new armory construc
tion on state-owned land, and about 33 percent of design and engineering 
costs. 

Table 1 
Military Department 

Five-Year Capital Outlay Plan 
1989-90 through 1993-94 

(dollars in thousands. state share only) 

Projects: 
Armory-Lakeport ......... , : ...... . 
Armory""':Los Angeles N ............ . 
Armory-Los Angeles W ........... . 
Armory-San Jose .................. . 
Armory-Redlands ................. . 
Armory-Sunnyvale ................ . 
Armory,-Vista ...................... . 
Amiory-Oxnard ........ , ........... . 
Armory-Napa ..................... . 
Armory-Hemet. ................... . 
Armory.:....Mt. Shasta ........ , ....... . 
Headquarters.....:Rancho Cordova ... . 

Totals ..............•............... 

36--78859 

1989-90 1990-91 1991-92 1992-93 
$135 $805 
165 $330 

656 
$956 

185 

1,219 

$1,734 

370 

$1,175 

$2,805 

50 
50 
50 
50 

10,807 
$13,812 

1993-94 Totals 
$940 

3,300 
$3,145 3,700 

140 190 
1,000 1,050 
1,000 1,050 
1,000 1,050 

50 50 
35 35 
35 35 
30 30 

12,682 

$6,435 $24,112 
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MILITARY DEPARTMENT~CAPITAL OUTLAY~Continued 
Table 1 shows that the department's five-year capital outlay plan calls 

for state funds of $24.1 million for design and construction of 11 new 
armories ($11.4 million) and a new headquarters complex ($12.7 million). 

ANALYSIS AND RECOMMENDATIONS 
The budget requests $471,000 from the Armory Fund ($320,000) and 

from the Federal Trust Fund ($151,000) for design of two new armories. 
The Armory Fund receives proceeds from the sale of armories that are no 
longer needed by the department. The department also proposes. to 
spend $31.9 million in federal construction funds, which are not subject to 
state appropriation, for construction of seven projects throughout .the 
state. 

New Armories in Lakeport and North Los Angeles 
We withhold recommendation on $320,000 in Item 8940-301-604 and 

$151,000 in Item 8940-301-890, pending receipt of documents to substan
tiate the requested amounts for design of two armories. Moreover, we 
recommend the Legislature adopt Budget Bill language to make 
expenditure of these funds contingent on (1) sale of existing armories, 
and (2) in the case of the Los Angeles North Armory, acquisition of an 
appropriate site. 

The budget requests a total of $219,000 for preliminary plans anq 
working drawings· for a new armory in Lakeport and $252,000 for 
preliminary plans for a new armory in north Los Angeles. While both 
armories appear justified on a program basis, we withhold recommenda
tion on both projects pending receipt of architectural programs and 
associated cost estimates to substantiate the amounts reguestedfor 
planning. Moreover, we have concerns about the availability of state 
funds for both projects, and the site for the Los Angeles North project. A 
discussion of the two proposed projects and the basis for our recommen
dation to add Budget Bill language relating to the proposed planning 
funds follows. 

Lakeport. The proposed Lakeport armory would contain 22,598 gross 
square feet (gsf) to house Company C, 579th Engineer Battalion, a 
California National Guard unit with a federally authorized strength of 143 
personnel. Although the department indicates that the future cost of this 
project is $2.3 million ($800,000 state funds, $1.5 million federal funds), 
the administration has not provided an architectural program to substan
tiate this estimate. 

The 1987 Budget Act included $64,000 ($40,000 state funds and $24,000 
federal funds) for preliminary plans for an armed forces reserve center to 
house this engineer company and a 37 -member United States Army 
Reserve unit in Ukiah. This armory was to be built on land donated to the 
state by the City of Ukiah. Prior to acquisition of the site, however, the 
department discovered that extension of city utiliti~s to the site would 
significantly increase the cost of the project. At the same time, the City 
of Lakeport offered to donate land for this project and provide lltilities to 
the boundary of the site. 

The department reassessed its siting decision, and determined that the 
engineer company could serve its state and federal missions as vvell in 
Lakeport as Ukiah. Moreover, the department indicates that recruiting 
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efforts from Lakeport would draw from substantially the same population 
as efforts from Ukiah. Consequently, preliminary planning funds for the 
Ukiah center were reverted and instead the department has proposed a 
Lakeport armory. As a result of this change, the Army Reserve unit will 
no longer be a tenant of the project and the proposed Lakeport armory 
is 11,000 gsf smaller than the project previously approved by the 
Legislature. The proposed facility appears to be consistent with federal 
space requirements for an engineer unit of the aforementioned strength. 

Los Angeles North. The proposed Los Angeles North armory, a 100,300 
gsf facility, would· consolidate nine units with a combined authorized 
strength of 1,106 personnel. Although the department indicates that the 
future cost of this project is $9.4 million ($3.1 million state funds and $6.3 
million federal funds )., the administration has not provided an architec
tural program to substantiate this estimate. 

The nine units to be consolidated at this facility currently occupy three 
leased armories in Glendale, Los Angeles, and Monrovia, and two 
state-owned armories in Arcadia and Burbank. These armories no longer 
meet the space requirements for the units assigned to them. The Arcadia 
armory was recently sold, as approved by the Legislature, to partially 
finance the department's plan to consolidate California National Guard 
units in the north Los Angeles area. The department plans to retain the 
Burbank site after construction of the proposed armory, and lease it for 
income. The proposed facility appears not to exceed federal space 
requirements for units of the aforementioned strength. 

How Will the Department Fund Design and Construction of These 
Armories? The availability of funds for planning and construction of the 
Lakeport and Los Angeles North armories is contingent on the sale of two 
existing armories in San Francisco and Manhattan Beach. This is because 
the state share of funding for new armories is to be financed by proceeds 
from the sale of existing armories. The Armory Fund, into whiCh the 
department deposits proceeds from the sale of armories, and from which 
the Legislature appropriates funds for planning construction, is now 
,approximately $577,000 in debt to the General Fund. The department 
anticipates sale of the San Francisco armory for $1.2 million in May 1989. 
The buyer of the armory has already provided a letter of credit for 
$90,000, and will provide the balance at the close of escrow. Sale of the 
San Francisco armory will pay back the debt to the General Fund and 
provide sufficient funds for design of both proposed armories. 

The San Francisco sale, however, will not provide sufficient funds for 
the state's share of constructing the two proposed armories, estimated by 
the department to be $3.9 million. The department intends to fund these 
costs by selling its Manhattan Beach armory in 1991-92 for about $6 
million. The department has not yet sought approval from the Legisla
ture for this sale, but intends to do so in the current legislative session. 

In view of these contingencies and to protect the General Fund, we 
recommend inclusion of the following Budget Bill language under Item 
8940-301-604. The portion of the language concerning repayment of loans 
was included in the 1987 and 1988 Budget Acts. 

No expenditures for capital outlay projects included in this item shall be made 
from the Armory Fund until (1) all outstanding loans to the fund have been 
repaid and (2) the Legislature has authorized the sale of the Military 
Department's Manhattan Beach Armory, or sale of another armory that will 
result in sufficient iricome to the Armory Fund to support construction of 
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MILITARY DEPARTMENT-CAPITAL OUTLAY-Continued 
capital outlay projects included in this item. Moreover, funds for theconstruc
tion phase of capital outlay projects in this item shall be provided only if funds 
for this purpose are available from sale of existing California National Guard 
armories. 
No Site Currently Offered for the Los Angeles North Armory. The 

department hopes to obtain a 20- to 30-acre site for the Los Angeles North 
armory, without cost to the state. At this time, however, no such site has 
been offered. Design of the proposed armory prior to site acquisition 
would be premature, because money would be wasted on an inappropri
ate design. Consequently,we recommend the following Budget Bill 
language under Item 8940-301-604: 

No expenditures for the capital outlay project in category (2) shall be made 
until the Adjutant General provides written assurance to the Chair of the Joint 
Legislative Budget Committee and the fiscal committees that the Military 
Department has acquired, at no cost to the state, real property sufficient to 
accommodate the project. 

Supplemental Report Language 
For purposes of project definition and control, we recommend that the 

fiscal committees adopt supplemental report language which describes 
the scope of each of the capital outlay projects approved under these 
items. 

UNALLOCATED CAPITAL OUTLAY-PROJECT PLANNING 

Item 9860-301-036 from the 
Special Account for Capit~ 
Outlay Budget p. GG 214 

Requested 1989-90 .................................... : .......... ' ............................ . 
Recommended approval ........................................ ,. ..................... ~. 

ANALYSIS AND RECOMMENDATIONS 

Project Planning 

$300,000 
300,000 

We recommend the Legislature adopt Budget Bill language limiting 
the expenditure of these funds to projects anticipated to be included in 
the 1990-91 or 1991-92 Governor's Budget. 

The budget requests $300,000 to finance the development of basic 
planning documents and cost estimates for new projects which the 
Department of Finance (DOF) anticipates will be included in future 
Governor's Budgets. The OOF will allocate these funds. 

Funds for this purpose have been included in past Budget Acts in an 
attempt to improve the quality of the information the Legislature will 
have available when considering capital outlay requests during the 
budget process. The requested amount is the same as the amount 
appropriated for this purpose. in the current year. We recommend, 
however, that the use of funds be limited to planning for those projects 
that are anticipated to be included in the 1990-91 or 1991-92 Governor's 
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Budget rather than with no limitation as proposed by the Department of 
Finance. This recommended language is identical to the language 
included under this item in the 1988 Budget Act. 

Consequently, we recommend approval of the amount requested for 
project planning, but recommend substitution of the following Budget 
Bill language for the language currently included in Provision 1 of Item 
9860-301-036: 

These funds are to be allocated by the Department of Finance to state agencies 
to develop design and cost information for new projects for which funds have 
not been appropriated previously, but are anticipated to be included in the 
1990-91 or 1991-92 Governor's Budget. The amount appropriated in this item is 
not to be construed as a commitment by the Legislature as to the amount of 
capital outlay funds it will appropriate in any future year. 

UNALLOCATED CAPITAL OUTLAY-MATCHING FUNDS FOR 
ENERGY GRANTS 

Item 9860-301-785 from the 1988 
Higher Education Capital 
Outlay Bond Fund Budgetp. GG 212 

Requested 1989-90 ........................ : .................................................. . 
Recommended approval ............................................................... . 

ANALYSIS AND RECOMMENDATIONS 

Matching Funds for Energy Grants 

We recommend approval. 

$500,000 
500,000 

The budget includes $500,000 from the 1988 Higher Education Capital 
OuthiY'Bond Fund for working drawings/construction of energy projects 
that are expected to be partially financed through federal grants for 
energy conservation. The amount proposed is identical to the amount for 
this purpose contained in the 1988 Budget Act. 

These funds will be· allocated' by the Department of Finance for the 
highest priority projects identified by the' University of California, the 
California State University, the California Maritime Academy and the 

. California Community Colleges; The Department of Finance would be 
required to report proposed allocations to the Legislature at least 30 days 
prior to ,allocating the funds. This requirement is the same requirement 
placed on prior appropriations' for this purpose . 
. Prior lump-sum appropriations have enabled the state to realize a high 

rate of return on its investment through participation in the federal grant 
program for energy projects. We recommend approval of the proposed 
$500,000 to continue this effort. 
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UNALLOCATED CAPITAL OUTLAY-COFPHE DEFICIT 

Item 9860-302 from the. 1988 
Higher Education Capital 
Outlay Bond Fund Budget p. GG 214 

Requested 1989-90 ........................................................................... . 
Recommended approval ......................................................... < •••••• 

Recommended reduction ............................................................... . 

$6,750,000 
5,856,000 

894,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Transfer from the 1988Higher Education Capital Outlay 1117 
Bond Fund to the Capital Outlay Fund for Public Higher 
Education. Reduce Item 9860-302-785 by $894,000. Recom-
mend reduction of amount transferred, because transfer of 
the full requested amount is riot necessary to ensure repay-
ment of a General Fund loan to the Capital Outlay Fund for 
Public Higher Education. 

ANALYSIS AND RECOMMENDATIONS 

Deficit in Capital Outlay Fund for Public Higher Education (COFPHE) 
The budget includes $6,750,000 in Item 9860-302-785 for transfer from 

the 1988 Higher Education Capital Outlay Bond Fund to the Capital 
Outlay Fund for Public Higher Education (COFPHE). In December 
1988, the Governor, without informing the Legislature, approved a loan 
of $6.2 million froin the General Fund to COFPHE (pursuant to 
Government Code Section 16351) to cover a deficit in the latter fund. 
The transfer from the 1988 bond fund is requested to repay this loan. This 
proposal raises two issues: 

• Fiscal control-how did the deficit in COFPHE develop and how can 
the Legislature prevent a future occurrence? . 

• Amount of bond funds needed-our analysis, based on information 
provided by the administration, indicates that$5,856,OPO, not 
$6,750,000, is needed to meet the remaining obligations of the 
COFPHf;. 

Fiscal Control. The deficit in COFPHE developed over a. period of 
three years. UntiI1986~87, COFPHE was the primary funding source for 
capital outlay for state-supported institutions of higher education. Reve
nue to COFPHE was appropriated from tidelands oil revenues. The price 
of oil fell sharply in the mid-1980s and tidelands oil revenues were 
dramatically reduced. In order to ensure a more dependable source of 
funds for higher education capital outlay, the Legislature proposed, and 
the voters approved the 1986 Higher Education Capital Outlay Bond Act. 
Accordingly, the administration proposed to fund most higher education 
capital outlay projects requested in the 1986-87 budget from the 1986 
bond fund, and transfer the unencumbered balance of COFPHE to the 
Special Account for Capital Outlay (SAFCO). According to the admin
istration, the unappropriated balance of COFPHE was $35 million. 
Section 11.52 of the 1986 Budget Act transferred $33.5 million from 
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COFPHE to SAFCO, leaving a reserve in COFPHE for unexpected costs 
of ongoing projects. The Legislature has made no appropriations to 
COFPHE since that time. 

In November 1988, because of insufficient funds, the State Controller 
denied COFPHE payments on bills submitted by the higher education 
segments. At that time, higher education institutions indicated that they 
had COFPHE encumbrances of $6.2 million which still would require 
payment (University of California-$1,990,OOO, California State 
University-$605,000, California Community Colleges-$3,261,000). This 
lack of funds was apparently due to the underestimation of outstanding 
obligations on COFPHE in 1986 (funds made available by appropriation 
that were encumbered at the time or could still legally be encumbered). 
Consequently, payments related to these obligations exhausted COFPHE 
by November 1988. In view of this insolvency, the Governor authorized 
a $6.2 million General Fund loan to COFPHE, effective December 6, 
1988. Expenditures from this loan are dependent on billings for contract 
progress payments that are submitted by each segment and approved by 
the State Controller. In effect, the loan is an authorization to spend up to 
$6.2 million. Any amount excess to the billings will revert to the General 
Fund. . 

Based on our review of this situation, we conclude that the Department 
of Finance is not adequately tracking fund balances for capital outlay 
purposes. Consequently, in our Summary of Recommended Legislation, 
we recommend enactment of legislation that would require the State 
Controller to provide written assurance that sufficient unencumbered or 
otherwise unobligated funds are available to support a proposed expen
diture or contract obligation, before the expenditure or contract obliga
tion is authorized by the administration. This would require the Control
ler to track the cash balances of funds (his staff already does this) and the 
obligations on existing cash balances. . 

Amount Required/rom 1988 Bond Fund. The administration has not 
justified the amount of funds, $6,750,000, requested for transfer to 
COFPHE. The Controller informed the administration in November 1988 
that COFPHE was exhausted. The administration subsequently obtained 
lists of projects from the University of California, the California State 
University and the California Community Colleges that carried outstand
ing COFPHE obligations. These three institutions indicated that about 
$6.2 million was needed to meet all COFPHE obligations for ongoing 
capital outlay projects. The General Fund loan to COFPHE was made in 
this amount. However, the Chancellor's Office now indicates that the 
community colleges will require $344,000 less from COFPHE than 
assumed in the loan. Thus, this portion of the General Fund loan will not 
be needed and will revert to the General Fund on June 30, 1989. 
Consequently, we recommend that the reduced amount of $5,856,000 be 
transferred from the 1988 bond fund to COFPHE to repay the aforemen
tioned General Fund loan. 




