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NATIONAL CENTER FOR STATE COURTS—Continved

The budget proposes an appropriation of $254,000 from the General
Fund to finance California’s membership in the National Center for State
Courts (NCSC). This amount is $28,000, or 12 percent, greater than
estimated current-year expenditures. The requested amount would
provide payment of 100 percent of California’s assessment in the budget
year. The current-year expenditure provides 94 percent of California’s
assessment. Although California has historically paid less than its full
assessment, the Judicial Council advises that-it has 1ncreased its use of
NCSC services in recent years.

Members of the NCSC include all 50 states, four territories, and the’
District of Columbia. Membershlp ‘entitles California to Judlcral research
data, consultative services, and information on the views of the various
states on federal leg1s1at10n and national programs affecting the judicial
system. The assessment imposed on each member is based pnmanly on
the state’s population.

California’s proposed payment represents approxunately 2 2 percent of
the NCSC’s annual operating budget.

GOVERNOR'’S OFFICE

Item 0500 from the General ' R
Fund ‘ : Budget P LJE 18

ReqUested 1990:O1 oot e $8,620,000
ESHMALEA 1989-00 ~oorrrri e 8,983,000

Actual 1988-89 ...... eiiensererssesseteseaisuesesassatareranensatasans frererrereeseteseerenees 7,394,000
Requested i increase (excluding amount - .

for salary increases) $337,000 (+4.1 percent) » .

Total recommended reduction ..........ccceeveeccrniernnrnneensconnens None

GENERAL PROGRAM STATEMENT

The California Constitution grants the executive power of the state to
the Governor, who is responsible for administering and enforcing state
law. The Governor is elected to a four-year term, and receives an annual
salary of $85,000.

The Governor’s Office has 86 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
~We recommend approval.

The budget proposes an appropriation of $8.6 million from the General
Fund for support of the Governor’s Office in 1990-91. The proposed
amount is $337,000, or 4.1 percent, greater than estimated  current-year
expenditures. Table 1 provides ‘a summary of the budget for - the
Governor’s Office in the past, current, and budget years. :
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‘Table'1
Governor's Office
Budget Summary

1988-89 through 1990-91
‘»(dolla‘rs in thousands)

Percent
) Change
. - Actual - Est Prop. From
Function 1988-89 1989-90 1990-91 198990
Personal Services........ocvvvvrivivreiieneeninnns $4273 T $4706 - $4820° 0 24%
Operating expenses and equipment............. 1,577 1,622 - 1,655 . 2.0
Unclassified expenses ............. e, 55 55 125 127.3
Overseas offices ... : 1,900 2,020 - _63
Totals .......... \ ........ U $8283 8620 - 41%

Most of the increase ($120,000) requested for 199091 is proposed for
operation of the five overseas trade offices. This amount includes. the
full-year operating costs of the newest trade office, which is located in
Hong Kong, and relocation expenses for the employees of all five trade
offices. In addition, the budget requests $114,000 for increases in personal
services.

Overseas Offices. According to the Governor’s staff, the state now has
overseas-trade offices located in Frankfurt, Hong Kong, London, Mexico
City, and Tokyo. The offices are designed to promote state exports,
establish agricultural markets, and attract more forelgn investment and
tourlsts to Cahforma

SECRETARY FOR STATE AND CONSUMER SERVICES |
Item 0510 from the General ‘ ' fe

Fund o : Budget p. LJE 19
Requested 1990-91..........covuimiiiniinnmesinnisionesnmmeansersssssssenses .- $870,000
Estimated 1989-90 esgenet _ 842,000
ActUal 1988-89 ........coerieirnrrresunisiversiosessssssesrssssessssssensasesssassnnss - 732,000

Requested increase (excludmg amount . '

_ for salary increases) $28,000 (+ 3.3 percent)

Total recommended redtiction......ocivviiieeriinervsnniereereerensens "~ None
1990-91 FUNDING BY ITEM AND SOURCE - : S
Item—Description- . -, e Fund - Amount
-0510-001-001—Support . : General . $856,000
Reimbursements =~ L o e -, 14,000
Total ‘ o © o $870,000

GENERAL PROGRAM STATEMENT

The Secretary for State and Consumer Services provides administrative
and policy direction to the following state entities:
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SECRETARY FOR STATE AND CONSUMER SERVICES—Continued

California Museum of Science and Industry General Services

Consumer Affairs » State Personnel Board

Fair Employment and Housing . _'Public Employees’ Retirement System
Fair Employment and Housing Commission. State Teachers’ Retirement System
State Fire Marshal Veterans Affairs

Franchise Tax Board

The agency has 11.3 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval,

The budget proposes an appropriation of $856,000 from the General
Fund for support of the State and Consumer Services Agency i in 1990-91.
Total agency expenditures in 1990-91, 1ncludmg expenditures from
reimbursements, are budgeted at $870,000, an increase of $28,000, or 3.3
percent, over ' total current-year expendltures The increase is due
primarily to the full-year costs of ‘salary and beneﬁt increases granted in
‘the current year ‘

SECRETARY FOR BUSINESS TRANSPORTATION AND

S - HOUSING
Item 0520 from various funds ’ Budg‘et p. L]E 20
Requested 199091 .......cvriivirnncnisenens reverrriseniesrestesressesaesnstens $1,622,000
Estimated 1989-90 1,728,000
Actual1988-89 ....0...iccriieciiennnns reved ; - 1,634,000
Requested decrease (excluding amount ‘
for salary increases) $106,000 (—6.1 percent)
Total recommended FEAUCHON .uvvevrverrvsieeraessesessnssesessasrenas None
11990-91 FUNDING BY ITEM AND SOURCE :
Item—Description . Fund - Amount -
0520-001-001—Support : General $428,000
0520-001-044—Support -+ ~Motor Vehicle Account, State 657,000
. ; Transportation '
Reimbursements - ' ] 537,000

Total \ ; - $1,699,000

GENERAL PROGRAM STATEMENT .

The Secretary for Business, Transportation and Housmg, one of five
agency secretaries in thé Governor’s cabinet, supervises the act1v1t1es of
the followmg 14 departments and administrative bodies: .
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Business and Regulatory Agencies .- - . . Transportation Agencies.

. Alcoholic Beverage Control N California Highway Patrol
State Banking - . , * Motor Vehicles

' ‘Corporations "' ‘Transportation
Commerce Traffic Safety
Insurance : Housing Agencies B
Real Estate - o S Housing and Community, Development: v
Savings and Loan California Housing Finance Agency

Stephen P. Teale Consolidated Data Center v
The agency has 19.9 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes total expendltures of $1. 6 mﬂhon to support the
agency’s activities in 1990-91. This is $106,000, or 6.1 percent, less than
estimated total expenditures in 1989-90. The proposed expenditures
would be funded from appropriations totaling $1.1 million—including
$428,000 from the General Fund and $657,000 from the Motor Vehicle
Account—and from reimbursements of $537,000. o

The budget proposes no workload or program changes for the agency.
The $106,000 net reduction in proposed expenditures in the budget year
results from elimination of current-year one-time costs.of $105,000 to plan
for, or part101pate in, World. Exp051t10ns in Australia and Spain; a $25,000
decrease in pro rata costs; and increases of- $18 000 for salar1es and $6 000
for price increases. ; :

SECRETARY FOR HEALTH AND WELFARE

Item 0530 from the General _ ( L ’
Fund ' ' ' Budget'p. LJE 22

Requested 1990-91 .........ocoeovciiepiiarnnne rerereiitaraneseneetonraerssinsonnsanas . $3,356,000
Estimated 1989-90 3,837,000
Actual 1988-89 ...t e enes 3,266,000
Requested decrease (excluding amount for
salary increase) $481,000 (—12.5 percent)
Total recommended reduction ... None
1990-91 FUNDING BY ITEM AND SOURCE L
Itemm—Description ' Fund . ... Amount .
0530-001-001—Support . -General ‘ $1,549,000
Control Section 23.50 - ) - State Legalization Impact Assis- 1,393,000
. tance Grant o

Reimbursements — ) 414,000

Total, o ‘ oo . $3,356,000.

GENERAL PROGRAM STATEMENT
The Secretary for the Health and Welfare Agency (HWA) is dlrectly
responsible to the Governor for general policy formulation in the health
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and human services area. The Secretary is also responsible for the
operations and fiscal management of the following departments and
offices: .

Aging Mental Health
Alcohol and Drug Programs Office of Statewide Health Plannmg and
Developmental Services ' Development
Emergency Medical Services, Authority and Rehabilitation

Commission " - ~ Social Services
Employment Development 'Health and Welfare Agency Data Center
Health Services o

The HWA is the lead agency in the implementation of the Safe
Drinking Water and Toxic Enforcement Act of 1986 (Proposition 65) and
of the federal Immigration Reform and Control Act of 1986 (IBCA)

The agency has 29.1 personnel-years in the current year:

ANALYSIS AND RECOMMENDATIONS
We recommend approval. ‘

The budget proposes total expendltures of $3.4 million to support the
Secretary for Health and Welfare in 1990-91. This. amount consists of (1)
$1.5 million from the General Fund for direct support costs, (2) $1.4
million from the federal State Legalization Impact Assistance Grant for
implementation of IRCA, and (3) $414,000 in reimbursements. Proposed
expenditures are $481,000, or 12.5 percent, less than estimated total
expenditures in 1989-90. The decrease is due primarily to a proposed
transfer of funds for the implementation of Proposition 65 from the
Secretary’s budget to the Department of Health Services (DHS) in order
to centralize the agency’s administration and workload for the program
in the DHS.

" Table 1 presents a summary of program expenditures and funding
sources for the agency during the past, current, and budget years.

Table 1
Secretary for Health and Welfare
Budget Summary
1988-89 through 1990-91
(dollars in thousands)

Actual . Est. Prop. . Percent Change

Program 198889  1989-%0 1990-91 From 1989-90
Secretary’s office ............covuurenes PRI $1,738 '$1922 - $1,963 C T 21%
Proposition 65 implementation............... 285 31 - —100.0
Long-term care financing study.............. 36 — — =
Immigration Reform and Control Act ....... 1,207 1,538 1,393 ~94

Totals .ovvvereiiniiiieici $3,266 $3,837 $3,356 -125% .
Funding Sources
General Fund ................oovvveviiinin, 31,663 31,875 381,549 —174%
State Legalization Impact Assistance Grant. 1,207 1,538 1,393 C =94

Reimbursements...................cccceuvunnn. 3% 4924 414 . —24
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SECRETARY FOR RESOURCES

Item 0540 from the General
Fund and Environmental

License Plate Fund | - Budget p. LJE 24
ReQUESEE 1990-O1 i oo . $1,545,000
Estimated 1989-90 .......covviveviiererimnrisieerereeesresessentssseeseesesens e 1,904,000
Actual 1988-89 .........ooimirireiireeiiesenie et eetenes cereeeesnnnreares 1,350,000

Requested decrease (excluding amount for
salary increases) $359,000 (—18.8 percent)
Total recommended reduction ..., None

1990-91 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
0540-001-001—Agency support General $1,425,000
0540-001-140—CTRPA activities Environmental License Plate ' 75,000
Reimbursements — 45,000
Total . .$1,545,000

GENERAL PROGRAM STATEMENT »

The Secretary for Resources heads the Resources Agency. As a member
of the Governor’s cabinet the Secretary is responsible for the manage-
ment, preservation, and enforcement of California’s natural, recreational,
and w1ld11fe resources. The Resources Agency is composed of the
following departments and orgamzatlons

Conservation California Conservation Corps
Fish and Game Energy Resources Conservation and
Forestry and Fire Protection . Development Commission
Parks and Recreation Santa Monica Mountains Conservancy
_ Boating and Waterways State Coastal Conservancy
Water Resources California Tahoe Conservancy
Air Resources Board California Coastal Commission
State Lands Commission State Water Resources Control Board
Colorado River Board Integrated Waste Management Board

In practice, the Air Resources Board, the Integrated Waste Manage-
ment Board, and the State Water Resources Control Board report to the
administratively established Environmental Affairs Agency, rather than
to the Resources Agency.

The Secretary also (1) serves as an ex-officio member of various
commissions and. conservancies, (2) administers the Environmental
License Plate Fund, and (3) issues the state’s guidelines for the. prepa-
ration of environmental impact reports (EIRs) and designates the classes
of activities exempted from the preparation .of EIRs,

‘The Secretary’s office has 19.5 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes the expenditure of $1,545,000 for the Secretary for
Resources in 1990-91. This amount consists of (1) $1,425,000 from the
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General Fund for direct support costs, (2) $75,000 from the Environmen-
tal License Plate Fund for processmg and monitoring certain leases in the
Tahoe Basin, and (3) $45,000 in reimbursements. This is $359,000, or 18.8
percent lower than estimated current-year expenditures.

The proposed decrease in expenditures reflects a reduction in funding
for one-time studies to develop and evaluate timberland wildlife man-
agement programs and mitigation measures. These studies were required
by Ch 1241/89 (AB 1580, Willie Brown).

Our analysis indicates that the budget request for the Secretary for
Resources is reasonable.

SECRETARY FOR YOUTH AND ADULT CORRECTIONAL

AGENCY
Item 0550 from the General - :

Fund Budget p. LJE 25
Requested 1990-91 .........oceeeeeeommmnsosssesssseasssssssssssssesns W  $978,000
Estimated 198990 .......ccocorinieruninrierenersiesassesssssssesersesessssnsases 1,005,000
Actual 1988-89 ......cccurerirerneierrisennissensessasenne eeverenenes SN - 774,000

Requested decrease (excluding amount
for salary increases) $27,000 (—2.7 percent) _
Total recommended reduction ......... esresseressrens s sanessasssasesnesers - 'None

GENERAL PROGRAM STATEMENT

The Secretary for the Youth and Adult Correctional Agency coordi-
nates the activities of and provides policy direction to the Departments
of Corrections and the Youth Authority, Board of Prison Terms, Youthful
Offender Parole Board, Board of Corrections, Prison Industry- Authority,
and Narcotic "Addict Evaluation Authority. The agency has 103
personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes $978,000 from the General Fund for support of
the Youth and Adult Correctional Agency in 1990-91. This is a decrease of
$27,000, or 2.7 percent, below estimated current-year expenditures. The
net reduction results primarily from a onetime expenditure of $50,000 in
the current year to fund consulting services for the Blue Ribbon
Commission on Inmate Populatlon Management. The reduction is par-‘
tially offset by salary and benefit increases.

The Blue Ribbon Commission on Inmate Population Management,
established by Ch 1255/87 (SB 279, Presley), conducted a comprehensive
review of the state’s correctional system and issued a final report in
January 1990. The report makes various recommendations to the Gover-
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nor and the Legislature ‘concerning future correctional policy. The areas
addressed by the report include: substance abuse among prison inmates,
sentencmg reform, community correctlons programs, and construchon of
additional state prisons. -

Support for the commission’s operatlons in the current year ‘was
provided by the departments that report to the Youth and Adult
Correctional Agency. The commission’s mission is complete with publi-
cation of its report.

OFFICE OF CALIFORNIA-MEXICO AFFAIRS

>Item 0580 from the General _ '
Fund - : Budget 'p. LJE 26

Requested 1990-01 $289,000
Estimated 1989-90 285,000

ACEUAL 1988-89 +veeroeveeeeesseeeerssesseesesesssseessssssrsiesoss e reerionne . 263,000
. Requested increase (excludmg amount

for salary increases) $4,000 (+1.4 percent)
Total recommended reductlon............;......................; ..... vt "None

GENERAL PROGRAM STATEMENT

The Office of California-Mexico Affairs ( OCMA) , estabhshed by Chap-
ter. 1197, Statutes of 1982, consolidated two previous state agencies: the
Commission of the Californias- and the Southwest Border Regional
Conference. Chapter 1197 consolidated the purposes, staff, and resources
of the two predecessor agencies into two organizational units within
OCMA:

The primary function of the 18-member Commission of the Californias
is the. promotion of economic, cultural and.educational relations with the
regional Mexican governments in Baja California and Baja California Sur.
The Governor serves as chairman of the California delegation to the
commission; the Lieutenant Governor serves as vice-chairman. :

The OCMA provides staff support for California’s participation in the
Southwest Border Regional Conference. The conference is. composed of
the Governors of California, Texas, Anzona, and New Mexico, and
representatives of six Mexican border states: Its purpose is to'promote
international -cooperation :in  economic;. cultural,"-and env1ronmenta1
-exchange-across the:U.S.-Mexican: border.- : .

- The: office has 3.9 personnel-years in the current year &

ANAI.YSIS AND RECOMMENDATIONS _4
- We recommend approval

Lt
.....
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The budget proposes General Fund expenditures of $289 000 to support
the activities of the OCMA in 1990-91, an:increase. of: :$4,000, or 1.4
percent, above the current year. The proposed - increase will fund
addltlonal personal services costs. :

CALIFORNIA STATE WORLD TRADE COMIVIIS:SIOIII ‘
Item 0585 from the General

Fund and various funds - ." © -5 .Budget p. LJE 27
RequEsted 1990-91 .....oooeeorreoeesoesiorsserseeeseesrsese e $2,596,000
Estimated 1989-90 .......ccorveiceevevcnrcrnrnrsonsenssisesessessssosssssesessssossenss 2,485,000

Actual 1988-89 .........cocmrumrnrceninircescranns reeeseesersranes vt 2,232,000

" Requested increase (excluding amount RN
for salary increases) $111,000 (+4.5 percent) ) b

Total recommended reducCtion ...........connenirnnioessien _ - 278,000

1990-91 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
0585-001-001—Transfer to California State ™ Geﬁeral o : ($2,062,000)
World Trade Commission Fund v STt N
0585-001-147—Transfer to California Export F1 Umtary o ) . (1,000,000)
“nance Fund : : S
0585 001- 981—-—Support S 20" California State World Trade 2,062,000
. Commission i A
Statutory Appropnatlon—Support . Export Finance . 249,000
Statutory Appropriation—Support \ - Export Promotion Account h 285,000
Total o , $2,596,000 -
‘ Ahalysis

SUMMARY OF ‘MAJOR FINDINGS AND RECOMMENDATIONS page
1. Export Finance Office. Reduce Item 0585-001-001 by 39
$278,000. Recommend reduction of $278,000 from the Gen- o
eral Fund to reflect special fund revenues available for
administrative support and the actual level of ant101pated :
expendltures

GENERAL PROGRAM STATEMENT

-. The California State World Trade Commission has seversl respon51b11-
ities in the area of international trade. These include: (1)-coordinating
activities designed toward expanding international trade; (2) dddressing
policies that affect California’s ability to trade mternatlonally, (3) pro-
viding research in international trade; (4) administering programs
designed to increase the availability of funds usedto finance the overseas
sales of California products; and (5) coordinating meeting arrangements,
research and inquiries on behalf of forelgn visitors who come to
California. The 15-member commission is composed of government and
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business leaders and is chaired by an appointee of the Governor. The
commission has 22.7 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expenditures of $2,596,000 from various
funds to support the programs of the commission during 1990-91. This
amount is $111,000, or 4.5 percent, above estimated current-year expen-
ditures. This reflects a net increase of $81,000 for program changes and
$30,000 for salaries, benefits, and other baseline adjustments.

The budget proposes an increase of $145,000 and 4.2 personnel-years in
the Export Finance Loan Guarantee Program to support additional loan
guarantee workloads. Of the proposed increase, 2.8 personnel-years were
administratively established in 1989-90. The budget also proposes to
transfer $1 million from the Unitary Fund to the Export Finance Fund in
order to fund additional export loan guarantees. This. amount is not
reflected as an expenditure in the commission’s budget, on the basis that
it will be used to fund additional loan guarantee reserves.

Table 1 displays the personnel and funding levels for 1988-89 through
1990-91. .

_ Table 1
- California State World Trade Commission
Budget Summary
1988-89 through 1990-91
(dollars in thousands)

Change

Actual Est Prop. From 1989-90
Program . . 1988-89  1959-90  1990-91  Amount  Percent
State World Trade Commission ............. $1,686 $1,829 $1,869 $40 2.2%
Export Finance Office....................... 546 656 1 _n 108
TOtAlS . oveveniieiet e $2,232 $2,485 $2,596 $111 4.5%
Funding Sources .........cooooovviiniiinnnnn,
General Fund ...............cooovveievinnnn.. $9,824 32039 32,062 823 11%
Unitary Fund. ............................... — — 1000 LO0O 4
Export Finance Fund ........................ -89 168 —751 -919 —
Export Promotion Account................... 299 278 285 7 25
iCalifornia State World Trade Commission
o Fund . 5 — — — —_
Personnel-Years .........coooviiiiiiiinennnn, 20.0 22.7 26.9 42 15.6%

2 Not a meaningful figure.

ANALYSIS AND RECOMMENDATIONS
Export Finance Office Can Be More Self-Sufficient

We recommend a reduction of $278,000 from the General Fund to
reflect special fund revenues available for administrative support and
the actual level of anticipated expenditures. (Reduce Item 0585-001-001
by $278,000.)

The Export Finance Office was established by Chapter 1693, Statutes of
1984 (SB 1196, Vuich) to provide export assistance and to disseminate

information on export opportunities, the techniques of exporting, and

3—80282
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sources of public and private export assistance. State contributions to the
Export Finance Loan Guarantee Fund have enabled the office to make
195 export loan guarantees, supporting export sales of $174 million. The
program ‘has also issued 243 preliminary loan guarantee commitments.
The budget proposes to allocate another $1 million (from the Unitary
Fund) to the office for additional loan guarantees in 1990-91. Our analysis
indicates that this additional funding will enable the office to adequately
address the expected levels of program activity in the budget year.
Our analysis indicates, however, that the budget fails to recognize
additional revenues that will accrue to the California Export Finance
Fund: from investments and recent increases in administrative fees
charged for export loan guarantees. We estimate that these additional
revenues will amount to $250,000 in 1990-91. According to the commis-
sion, fee and investment income in excess of its capital requirements
should be used to defray the Export Finance Office’s operating expenses;
in order that the office become “as self-sustaining as possible.” In
addition, our review indicates that the proposed funding increase for the
office is overbudgeted by $28,000 due to an error in the preparation of the
budget. Taking these two factors into account, the office’s proposed
General Fund support can be reduced.by a total of $278,000 without
affecting either the level of proposed loan guarantee activity or the
financial condition of the Export Finance Fund, as indicated in the
budget. Accordingly, we recommend that the General Fund support for
the Export Finance Office be reduced by $278,000.

OFFICE OF PLANNING AND RESEARCH
Item 0650 from the General

Fund and various funds Budget p. L]E 32
Requested 1990-91 .....covoeineecninecnresrrneeiaenesessosesessensenie $8,127,000
Estimated 1989-90 ..., 8,895,000
ACtUAl 1988-89 ......ooevreereereririisisesnss e s s s sssssssanssssesasen 5,810,000

Requested decrease (excluding amount
for salary increases) $768,000 (—8.6 percent)
Total recommended reduction ........ceverveeeeinennneseseereesisnens 430,000

1990-91: FUNDING BY ITEM AND SOURCE

Item—Description . Fund ) Amount
0650-001-001—Support General ) $4,326,000
0650-001-002—Support Property Acquisition Law Ac- 430,000
count :
0650-001-853—Support . : Petroleum Violation Escrow 61,000
Account (Federal) :
0650-001-890—Support Federal Trust 234,000

Reimbursements’ —_ ’ . 107,000
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Chapter 1343, Statues of 1986 Local Jurisdiction Energy. Assis- - 181,000
tance Account (Federal)
Chapters 1338 and 1339, Statutes of 1986 Petroleum Violation Escrow =~ - 2,188,000
Account (Federal)
Total : $8,127,000
Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Office of Asset Management. Reduce Item 0650-001-002 by 42
$430,000. Recommend deletion because asset management
programs already exist in agencies responsible for the man-
agement of state property.

GENERAL PROGRAM STATEMENT

The Governor’s Office of Planning and Research (OPR), assists the
Governor by conducting research and making policy recommendations
on a wide range of matters. In addition, it has statutory responsibilities
related to state and local land use issues, environmental and federal
project review procedures, and permit assistance.

The OPR has 77 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes the expenditure of $8.1 million (all funds) for
support of OPR in 1990-91. This is a decrease of $768,000, or 8.6 percent,

Table 1
Office of Planning and Research
Budget Summary
1988-89 through 1990-91
(dollars in thousands)

Percent
Actual Est. Prop. Change From
Program 1988-89 1989-90 1990-91 1989-90 -
Education planning and policy................ . $404 $484 $486 0.1%
Local government affairs....................... 755 808 825 -2l
Permit assistance.......cocoeviiiiiieniniiananns 1,148 1216 1,228 . 1.0
Energy extension service.................oovee 1,816 4,231 3,264 -22.9
Community relations .........c..ooveveneiines 682 758 772 18
Executive office and support services.......... 1,005 1,398 1552 110
Totals. .o ovvee i $5,810 $8,895 $8,127 —8.6%
Funding Sources
General Fund ........................ i 33,809 84,557 $4.3% ~51%
Property Acquisition Law Account............. — — 430 -
Local Agency Technical Assistance Account. .. 80 —b — —
Local Jurisdiction Energy Assistance Account
“(federal-PVEA) ....................o 77 908 781 —14.0
PVEA funds (federal).......................... - L441 3122 2249 —928.0
Federal Trust Fund ........................... L. 29 201 234 . 164
Reimbursements. ......................cocoiii. 107 107 107 —
Personnel-Years..........oooooveeiiiiinin L7 77.0 79.9 3.8%

“ Not a meaningful figure.

b The authority to assess and collect permit assistance fees was transferred from OPR’s Office of Permit
Assistance to local agencies by Ch 1389/88 (AB 3206, Tanner).
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below estimated current-year expenditures. This decrease is primarily
the result of: (1) completion of the work of the Governor’s Board of
Inquiry on the 1989 Loma Prieta Earthquake in the current year, and (2)
current-year expenditure of federal funds that were appropriated to OPR
in prior legislation. ‘
Table 1 shows the budget for OPR by program and funding source for
1988-89 through 1990-91.

ANALYSIS AND RECOMMENDATIONS
Office of Asset Management Not Justified

We recommend deletion of $430,000 from the Property Acquisition
Law Account proposed for a state asset management program because
similar programs already exist in other departments that manage state
property. '

The budget proposes $430,000 from the Property Acquisition Law
Account for permanent establishment of a state Office of Asset Manage-
ment (OAM) in OPR. The office was established in OPR in the current
year pursuant to an executive order. The executive order established as
state policy the active management of state land and property for the
maximum public benefit and highest and best use. The OPR received
$260,000 in reimbursements from the Department of General Services
(DGS) in the current year to support the program.

The proposal for the budget year includes $160,000 for three positions,
$200,000 for external consulting contracts, and $70,000 for other operating
expenses and equipment. The office will rely primarily on the property
management staff of DGS, other agencies having property management
functions, such as Caltrans, and independent consultants.

Our analy51s indicates that other state agencies responsible for man-
agement of large amounts of state property currently have asset man-
agement programs. The DGS controls the property transactions of most
state agencies and already has a property asset management program.
The Legislature established the Proactive Asset Management Program in
DGS last year. In fact, DGS proposes to expand it’s current program in
the budget year (please see our discussion of the DGS proposal in Item
1760).

Caltrans is the only other major state agency that does not rely on DGS
for property management services. Caltrans, however, has had an asset
management program for many years and is currently reviewing its asset
management strategy.

There is no indication that OAM will have significant authority over
DGS or Caltrans, other than oversight and advisory functions. Thus, given
that both departments already have asset management programs, we see
no reason to create an additional layer of bureaucrdcy for this program,
especially given that OPR has little role in the management of state

property.
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Accordingly, we recommend deletion of the request. We suggest that
the Legislature consider any changes in ‘the area of property asset
management in the DGS or Caltrans budgets.

OFFICE OF EMERGENCY SERVICES

Item 0690 from the General

Fund and various other funds

Budget p. LJE 37

Requested 1990-91 ...t sseeseessereseenens

$153,408,000
Estimated 1989-90 227,986,000
Actual 1988-89 ......... 50,850,000
Requested decrease (excluding amount
for salary increases) $74,578,000 (—32.7 percent)
Recommended reduction ..........ciicecereeneeeieesenessieseens 6,329,000
1990-91 FUNDING BY ITEM AND SOURCE
Item—Description Fund Amount
0690-001-001—Support General $21,457,000
0690-001-014—Support Hazardous Waste Control 2,334,000
Account
0690-001-029—Support Nuclear Planning Assessment 1,029,000
Special Account
0690-001-890—Support Federal Trust 4,754,000
0690-101-001—Local Assistance General 4,750,000
0690-101-029—Local Assistance Fixed Nuclear - Nuclear Planning Assessment 1,868,000
Power Plant Planning Special Account
0690-101-890—Local Assistance Disaster Federal Trust 96,413,000
Assistance
‘Subtotal, Budget Bill Appropriations . ($132,605,000)
Government Code Sections 8690.02, 8690.4, Disaster Administration Sup- 717,000
8690.5—Support port Account, Natural
‘ : Disaster Assistance
Chapter 3x, Statues of 1987—Local Assistance General © 346,000
Continuous Appropriation—Local Assistance Public Facilities and Local 17,696,000
: . : Agency Account, Natural
Disaster Assistance
Continuous Appropriation—Local Assistance Street and Highway Account, 874,000-
: : Natural Disaster Assistance
Continuous Appropriation—Local Assistance State Assistance for Fire 100,000
Equipment Account
Reimbursements 1,070,000
" Total, All Funds $153,408,000
- Analysis

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS

page

1. Satellite Communications Equipment. Reduce Item 0690- 47
001-001 by $4,527,000. Recommend a reduction because the

proposal is premature.

9. Urban Search and Rescue. Reduce Item 0690-001-001 by 49
$564,000. Recommend deletion of equipment and 2.7-posi- ‘
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tions because proposal does not reflect final recommenda-
tions of an advisory committee. -

3. Training. Reduce Item 0690-001-001 by $209,000. Recom- 50
mend deletion of contract funds and one position due to lack
of justification.

4. Earthquake Preparedness Projects. Reduce Item 0690-001- 50
001 by $1,029,000. Recommend deletion of 10 proposed
positions because office should seek authorizing legislation to-
expand projects.

5. Dam Safety Program. Recommend that the office provide to 52
the Legislature, prior to budget hearings, its plan for com-
pliance with state and federal law.

6. Disaster Assistance Accounts. Recommend that the office 53
provide to the Legislature, prior to budget hearings, -a
revised estimate of amounts needed in specified disaster
assistance accounts.

7. Allocations To Other State Agen01es Budget request in- 54
cludes $1,893,000 from the General Fund for expenditures
that would occur in the Department of General Services and
the Emergency Medical Services Authority.

GENERAL PROGRAM STATEMENT

The Office of Emergency Services (OES) coordinates emergency
activities necessary to save lives and reduce losses from natural or other
disasters. These responsibilities are administered through four programs
—Mutual Aid Response, Plans and Preparedness, Disaster Assistance, and
Administration/Executive.

MAJOR ISSUES

m Many of the office's proposals are not fully developed.

Proposals for satellite communications equipment ($4.5
million) and urban search & rescue equipment
($564,000) are premature.

Earthquake preparedness projects should be expanded
through legislation.

Dam safety program is not in comphance with state
and federal law.
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OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expenditures of $153.4 million in 1990-91.
This is $74.6 million, or 33 percent less than estimated expenditures in
the current year.

The budget proposes expenditure of $51.2 million in state funds in
1990-91, which is $11.4 million, or 22.2 percent, less than estimated state
expenditures in the current year. The decrease in expenditures proposed
for 1990-91 is primarily due to decreases in disaster assistance expendi-
tures provided in the current year for the Loma Prieta earthquake. -

It is important to note that the amount of disaster assistance budgeted
for 1990-91 is an estimate. The actual level of expenditure in the budget

Table 1
Office of Emergency Services
Funding Sources
1988-89 through 1990-91
(dollars in thousands)

Percent
Actual Est. Prop. Change
Citegory/Source of Funds 1988-89 . 1989-90 1990-91  From 1989-%0
State Operations ; . :
General Fund.............c.cooiiin il $9,960 $15,399 $21,457 39.3%
Federal Funds.............cooovviveniiinnnnns 4,050 4,747 4,754 0.1
Hazardous Waste Control Account .......... 1,370 1,511 2,334 54.5
Nuclear Planning Assessment Special
ACCOUNL. .. ettt 493 980 1,029 5.0
Natural Disaster Assistance Fund: ‘
OES Disaster Administration Support
Account ... iveeiiii i 216 -3,0732 717 P
Puiblic Facilities and Local Agency ‘
Disaster Response Account.............. 1 — —_ —
Southern California Earthquake Account . 155 — — —
Reimbursements...........cooviiiiiinnn... 733 838 1,070 9.7
Subtotals .......coovuviiiinnen Tiereeenee ($16,978) ($20,402) ($31,361) (53.7%)
Local Assistance
General Fund.................c.ool, 81,872 $118,400 $5,006 —95.7%
Federal Funds........c.oovvevvveniieniinnns 24,440 159,863 96,413 -39.7
Nuclear Planning Assessment Special ) ’
ACCOUNE. . ..vv e e it eeiereianeans 685 - L7718 1,868 5.1
Natural Disaster Assistance Fund:
Public Facilities and Local Agency o
Disaster Response Account.............. 2,148 —76,871 17,696 —123.0
Street and Highway Account.............. 1218 4314 874 —-799
Public Facilities Account................... 144 = — _—
1983 Natural Disaster Assistance Account. 422 - — fe
1986 Flood Disaster Account.,............. 6 — — —
Southern California Earthquake Account . 2,884 — — —
State Assistance for Fire Equipment Account . 53 100 100 —
SUBLOLALS ..+ eeeeeeeeeieeeeenneennn (833872)  ($207,584)  ($122,047) (—41.2%)
Totals. ...oveveniieiirie $50,850 $227,986 $153,408 —32.7%

# Includes transfer from the General Fund for expenses already counted in General Fund total.
b Not a meaningful figure.
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year will depend on the cost of repairing damage caused by natural
disasters. :

Expenditures for OES support and local assxstance are summanzed in
Table 1.

As Table 1 illustrates, the costs of state operatlons are proposed to
increase by $10.9 million, or 53.7 percent. This increase is due to various
new or expanded proposals that are discussed below. The $85.5 million, or
41.2 percent, decrease in local assistance in 1990-91 reflects the dxfference
between the amount of disaster relief funds expended in the current year
primarily for the Loma Prieta earthquake and the amount that is
budgeted for disaster relief for this earthquake and other disasters in the
budget year.

Table 2 provides a summary of OES expenditures and personnel by
program. The office has 228.6 personnel-years in the current year.

Table 2

Office of Emergency Services
~ Program Summary
1988-89 through 1990-91
(doliars in thousands)

- Percent

. Actual Est Prop. " Change
Program 1988-89 1989-90 199091 From 1989-90
Fire and Rescue .............ocovvivviininnnnns . $2,810 $2,681 $3,673 - 370%
Law Enforcement....................cccoeinins 698 833 935 12.2
Emergency Communication Systems .......... 2,472 - 2613 7392 1829
Plans and Preparedness............... ST . 1,356 T 1,428 2,180 52.7
Earthquake Preparedness ...................... 1,982 2,183 5,396 1472
Training ......ooooviiiiiii 2,359 3,040 3,757 23.6
Hazardous Materials and Radiological )
Planning ....c..oiovieiiiiniiini s 3,164 5,084 5,921 - 165
Technical Assistance to Local Governments... 1,738 1,681 1,683 0.1
Disaster Assistance..........coeveiiiiiinineennn. 34,271 208,443 122,471 —412
Administration (distributed) ................... (1,766) (1,801) (1,999) 11.0
TOtalS. .. vv et e $50,850 $297,986 $153408 . —327%
Personnel-Years . _ R
Fire and Rescue..........ccoovveneiirienennenns 24.0 24.0 25.7 71%
Law Enforcement................coooveeieenee. 6.2 8.6 8.6 —
Emergency Communication Systems .......... 16.7 15.8 158 =
Plans and Preparedness......................... 174 195 232 190
Earthquake Preparedness ...................... 169 248 353 423
Trammg ...ooovvvvviiiiiiiii i 260 29.5 34.2 . 159
Hazardous Materials and Radiological o : ‘ ‘
Planning .......coovviviiiiinenniriencnnenn. 28.5 45.8 50.5 o 10:3
Technical Assistance to Local Governments. .. 23.1 186 186 -
Disaster Assistance...........cocveveivenenennns. 155 129 185 434
Administration (distributed) ................... 344 291 328 12.7

Totals.........oooivivniiiiiiin, e 208.7 228.6 263.2 15.1%

ANALYSIS AND RECOMMENDATIONS

We recommend approval of the following program changes which are
not discussed elsewhere in this analysis:
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» An augmentation of $1.1 million from the General Fund to purchase
additional communications and rescue equipment and to establish a

.. 10-year replacement cycle for this equipment.
"o An -augmentation of $221,000 from the General Fund for a phone

system at the interim Southern California Operations Center.
"o An augmentation: of $155,000. (856,000 from .the General Fund,
$99,000 from federal and other funds) to re-establish six positions that
~had been abolished due to vacancies.
-» An.increase of $488,000 generated by fees charged for training
- courses and a General Fund augmentation of $148,000 to increase the
. - number of courses offered at the California Specialized Training
Institute (CSTI).
-+ o An increase of $794,000 from the Hazardous Waste Control (HWC)
.- Account, offset by reductions of $103,000 from the General Fund and
$47,000 from federal funds, to. properly charge the HWC Account for
activities related to hazardous substances.
s -An increase of one position funded from reimbursements from other
state agencies to assist these agencies in developlng dlsaster recovery
plans.’ ‘

Muny. of the Office’s Proposals Are Nét Fully Developed

. The office proposes augmentations of about $15.8 million ($14.3 million
from the General Fund, $1.5 million from federal and other funds) in
various areas, including communications, earthquake preparedness, and
training.-Our review indicates that while the concepts underlying many
of the proposals -are meritorious, the office has not provided the
Legislature with the kind of information needed to justify the specific
projects and funding amounts proposed in the budget. In some cases, we
believe. that it would be more appropriate for the department to seek
authorizing legislation to implement its proposals. Moreover, some
requests are premised upon significant and time-consuming actions belng
‘completed during a very short period of time.

Although the requested augmentation is relatively large compared to
the :regular OES 'support budget, there are several areas that are not
addressed that represent potentially significant deficiencies in the state’s
emergency services responsibilities. These deficiencies became apparent
following the Loma Prieta Earthquake on October 17, 1989. They include
hazard mitigation, coordination between OES and other state depart-
ments that provide -emergency services, the self-sufficiency of local
agencies in disaster planmng and response efforts, and emergency
‘housing.

The particular proposals that we -are concerned with are discussed
below. . :

Request for Satellite Communications Equ’ibmeni Is Premature

We recommend a reduction of $4,527,000 proposed from the General
Fund for purchase of satellite communications equipment because the
proposal is premature. (Reduce Item 0690-001-001 by $4,527,000.)
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The budget proposes $4.5 million from the General F und for the
purchase of a network of small satellite ground stations to be installed at
emergency operation centers and other facilities. The network would
provide redundant “hub” stations with telephone’ interconnect and
network switching equipment located at the state operations center in
Sacramento and a state coordinating center,  which is' proposed to be
located in southern California (we discuss-this proposal in our analysis of
the office’s capital outlay proposal in the back portion of this document).
The OES estimates that this system would result in costs of $5 million in
1991-92 and $4.6 million in 1992-93, with ongoing costs of about $2.2
million annually thereafter.

Background. Recently, OES has been working with the Department of
General Services (DGS) to develop ways to reduce the seismic vulner-
ability of public safety communications. In 1988, OES and DGS commis-
sioned Morrison-Knudsen Engineers, Inc. to undertake a communications
vulherability study. The study made various recommendations regarding
activities that OES and DGS should undertake to improve the earthquake
survivability of the public safety communications in the state. The report
included recommendations that OES and DGS conduct feasibility studies
on installing additional microwave paths and determining the financial
viability and seismic surv1vab111ty of a California Emergency Satellite
Communications System.

No Basis for Costs Assumed.in the Proposal. At the tlme this analys1s
was prepared, OES had not begun either of the recommended- studies
and had no plans to do so. Instead, OES has instructed DGS to issue a
request for information (RFI) to potential vendors regarding information
about the cost and availability of the type of equipment outlined in the
Morrison-Knudsen' study. The DGS advised us that these requests for
information would not be distributed until February 1990 and would take
seven months to complete. Thus, the estimates of the budget-year and
future-year costs of the proposal are not based on any information that
reflects the type or cost of equipment that is available.

Optimistic Time Frame. The DGS advises that neither it nor OES has
significant knowledge of the type of satellite communications equipment
requested, but that the RFI process would be used to educate: the:two
departments. Even if the RFI process were successful in educating OES
and DGS on this new communications system, and if the RFI process is
-completed within the DGS schedule of seven months, the two depart-
ments will still have to complete the Request for Proposal (RFP) process
to accept bids and let a contract for purchase of equipment. The RFP
process alone usually takes another six to eight months. Therefore, it
appears highly unlikely that the actual date of beginning the procure-
ment process would fall in 1990-91. 7

Proposal is Premature. While it appears that the state may need to
upgrade its public safety communications system, our analysis indicates
that OES has not undertaken the necessary steps to adequately assess the
feasibility or the cost of the system it is proposing. The OES has not
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followed reasonable procedures to determine what type of equipment
and related support is necessary to upgrade the systemn. We believe that
before OES proposes to commit the state to the expenditure of millions
of dollars for.equipment in the budget year and future years, it should
develop a proposal that is based on (1) an accurate assessment of the
feasibility of a system, (2) the type of equipment available in' the
marketplace, and (3) the costs of implementing and maintaining such a
system. Given that the proposal does not contain any of these elements,
we recommend a General Fund reduction of $4.5 million proposed for
the purchase of satellite equipment.

Equipment Request Should Await Recommendation of Advisory Committee

We recommend a General Fund reduction of $564,000 proposed for
urban search and rescue training and equipment because the proposal
is premature. (Reduce Item 0690-001-001 by $564,000.)

The budget proposes $564,000 from the General Fund to purchase
equipment ($453,000) for urban search and rescue activities and to
implement a training program ($111,000) for persons who participate in
these activities. The OES cannot identify the type or amount of equip-

ment it plans to purchase or the number of part101pants and type of

training it plans to provide.

Current Law Requires the State to Have Urban Rescue Capability.
Chapter 1206, Statutes of 1989 (SB 2046, Campbell), requires OES to
acquire and maintain urban heavy rescue units and transportable caches
of gear. The legislation, however, does not specify the number or types of
units and equipment that OES is to have. Chapter 1206 also requires the
State Fire Marshal to coordinate with OES the training of personnel in
the use of the units and equipment. ,

Budget Request Precedes the Final Proposal of the Advisory Com-
mittee. Late in 1989, OES established an urban search and rescue
advisory committee in response to Chapter 1206. The committee is
currently developing a proposal on how the state can acquire urban
search and rescue capabilities. The committee completed its first draft of
a proposal in December 1989. This draft identified areas that still need to
be addressed, including development of an inventory of equipment that
is currently available, compiling a list of appropriate required equipment,
identifying and developing agreements with other state and local agen-
cies that would be involved in the proposed multi-discipline urban search
and rescue teams, establishing systems for tracking team member
training and certification, and developing a curriculum and estabhshmg
a site for continuing education and team training. There is no date
projected for completion of the committee’s final report. ‘

We do not know the basis for the office’s proposal for equlpment
purchases since it was developed without information or guidance from
the advisory committee. In addition, we know of no basis for the proposal
for training programs since decisions about the amount, type, and even
the location of the training have not been made. Thus,_ our review
indicates that the amount requested has little, if any, analytical basis.
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In addition; because the Legislature has expressed its concern regard-
ing the state’s urban rescue capablhty, we believe that the Legislature
should have the opportunity to review the final proposal of the advisory
committee and establish pnorltles for the state before funds are cominit-
ted for additional activities in this area.

Accordingly, we recommend a General Fund reduction of $564,000. We
recommend that the OES await the final proposal of the Urban Search
and Rescue Advisory Committee before submitting a proposal for
funding.

Training Proposal Not Justified

We recommend a General Fund reduction of $209,000 proposed for a
training position and outside consultant services because the OES has
provided insufficient justification and detail for the proposal. (Reduce
Item 0690-001-001 by $209,000.)

The budget proposes $209,000 from the General Fund and one new
position to develop and conduct training for staff of the State Operations
Center. Of this amount, $50,000 is proposed to support the position and
$159,000 is proposed for consultant services and other operating expenses
and equipment.

Currently, OES personnel and personnel from other state agencies
receive training in coordinating their various functions during the time of
a disaster. Training involves simulating disaster situations, such as earth-
quakes and nuclear accidents. The OES indicates that these exercises
provide essential training to the state personnel involved. The office
further states that “additional extensive in-depth training is necessary”
for disaster response.

In response to the perceived need for "additional training, OES
proposes extensive use of outside consultant services. The office asserts
that an outside consultant would have more in-depth knowledge of the
functions of the various state departments during an emergency than
would OES staff. However, the office had no detail on the requirements
for a consultant, the criteria it would use for selecting one, or the
particular expertise that an outside consultant would have that is lacking
within the office.

Training Deficiencies Not Identified. The office already has a staff to
perform the training function and the various state agencies currently
undertake coordinated training exercises to prepare for disaster situa-
tions. Our analysis indicates that OES has not defined the inadequacies of
the current training programs or identified how additional staff or
consultant services would address the perceived need. Thus, we do not
believe that OES has presented adequate justification to support an
expansion of the current effort. Accordingly, we recommend that the
requested amount be deleted, for a General Fund savings of $209,000.

OES Should Seek Legislation to Expcnd-Eurinuuke Pre‘puredness Projects

We recommend a General Fund reduction of $1,029,000 proposed for
the expansion of the southern California and Bay Area earthquake
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preparedness projects because OES should seek legislation authorizing
the expansion. (Reduce Item 0690-001-001 by $1,029,000.)

The budget proposes an increase of $2.4 million ($2 million from the
General Fund and $394,000 from federal funds) for continuation and
expansion of the Southern California Earthquake Preparedness Project
(SCEPP) and the Bay Area Regional Earthquake Preparedness Project
(BAYREP) through 1990-91. The amount proposed includes $1.4 million
for continuation of the existing projects and $1 million and 10 new
positions for expansion of the projects into two additional, unspecified,
counties.

Earthquake Preparedness Projects were Created and Expanded
Through Legislation. The SCEPP was initially authorized by Ch 1046/80
(AB 2202, Vicencia) to test, on a limited-term basis, an earthquake
planning and preparedness project that would be applicable to other
areas of the state. Chapter 313, Statutes of 1984 (AB 2662, Alatorre),
created the BAYREP and extended both programs through June 1985.
Chapter 1115, Statutes of 1986 (SB 1973, Alquist), modified the programs
and extended them through June 1990. :

Chapter 1243, Statutes of 1987 (SB 1410, Bergeson), added San Diego
and Imperial Counties to the SCEPP area and Ch 1056/89 (AB 725,
Hansen) extended the sunset date for SCEPP and BAYREP to June 1995.
Chapter 1056 did not include authorization or financial support to expand
the programs into additional counties.

The main purpose of the projects is to increase public awareness of
earthquake hazards. The projects have produced various manuals and
guides for use by cities, schools, and businesses in preparing for and
recovering from earthquake damage. The projects have also sponsored
conferences and worked with local planners to increase awareness of
earthquake hazards and to develop regional response and rescue plans.
Some of the specific requirements of the two projects include reviewing
recovery efforts after a damaging earthquake such as the recent Loma
Prieta earthquake, and recommending program changes to state and
local agencies to reduce earthquake hazards.

Legislature May Wish to Determine the Location of Project Sites As
It Has Done Throughout the History of the Projects. We are concerned
that the OES is seeking to expand the SCEPP and BAYREP only four
months after the Legislature reviewed the projects and extended them in
Chapter 1056. Historically, the projects have been expanded only through
legislation. In addition, we believe that the Legislature may wish to
review the activities of the projects in light of the recovery efforts
following the recent Loma Prieta earthquake. Considering the Legisla-
ture’s long interest in these projects, it may wish to specify particular
areas of study for the projects and determine where expansion-is most
needed. ]

-Therefore, we recommend that funding proposed for expansion of the
projects ($1 million) be deleted until the Legislature has an opportunity
to review the work of the projects, review the findings made by the
projects regarding the Loma Prieta earthquake, and determine the
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location of any appropriate expansion. Consistent with previous leglsla-
tive actions, expansion of the projects should be sought through separate
legislation. :

Dam Safety Program Requires Monitoring

We recommend that OES provide a work plan to the Legzslature,
prior to budget hearings, demonstrating how it plans to meet the legal
requirements of its dam safety program. -

The budget proposes a General Fund augmentation of $103,000 and
two positions to eliminate the backlog of safety inspections that exist in
the office’s dam safety program and to bring the program into compli-
ance with state and federal law.

Background. Under current law, OES is requlred to 1nspect annually
specified dams and the areas below the dams to determine if any death
or personal injury would result in the event of a dam’s sudden or total
failure. In the event that death or injury would result, OES requires the
dam owner to submit a map that indicates the likely path, depth, and
speed. of the water. This map is provided to local planning jurisdictions
for use in developing evacuation-plans. Dams that do not pose a risk of
death or injury still must be inspected every two years.

OES Has Been Unable to Conduct Statutorily Required Dam Inspec-
tions. Currently, OES has two part-time positions (an emergency planner
and an office technician) to carry out these inspections.. According to
OES, it has been unable to maintain the required schedule of inspections.
The office indicates that there are over 1,200 dams within its jurisdiction
and about 400 dams are in its inspection backlog. The amount of time it
takes to inspect a dam varies from several hours (excluding travel time)
to several days. Also, almost all of the approximately 300 evacuation plans
on file with the office are at least five years old and do not take account
of recent population growth in the areas below the dams. The OES also
advises that it has been unable to follow-up on-dams and downstream
areas - that have specific problems requiring action to be sure that
appropriate steps have been taken by the owners.

Compliance with Federal Requirements is Also Delayed. In 1988 the

Federal Energy Regulatory Commission required new inundation  maps
and emergency action plans from all dam owners whose dams produce
power. According to OES, it currently has about 140 inundation maps and
emergency action plans involving more than 50 jurisdictions that must be
evaluated and integrated with the state’s program.
- "In order to meet these state and federal requirements and eliminate
the backlog, OES is proposing to add two emergency services coordina-
tors. This proposal will increase the staffing of the program to 2.5
professional positions, plus the current half-time clerical position. At the
time this analysis was prepared, however, OES had not developed a work
plan that demonstrated that the addition of two professional staff would
enable OES to comply with state and federal law. A
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Given the large backlog of inspections and the public safety issues
involved, we believe that the Legislature should closely monitor the
office’s efforts in this area. :

Consequently, we recommend that OES prov1de the Leglslature prior
to budget hearings, with more detailed information regarding its.plan to
eliminate-its inspection backlog and comply with current federal and
state requirements. This information should include a work plan with an
estimate of the number of hours (including travel time) that will be
necessary to inspect all the dams in its backlog; an estimate of the amount
of staff time necessary to integrate the Federal Energy Regulatory
Commission’s required maps and plans with the state-required maps and
plans; and a plan to conduct follow-up inspections on dams and down-
stream areas that have been identified as having particular problems.

I.eglslaiure Needs Better Estimate of the Amounts Required for fhe
Disaster Accounts

We recommend that the OES provzde the Legcslature, przor to budget
hearings, with revised estimates of the amounts needed in its disaster
assistance accounts to meet obligations from previous disasters.

The budget proposes a General Fund appropriation of $866,000 to the
OES Disaster Administration Support (DAS) Account and $4.75 million
to the Public Facilities and Local Agency (PFLA) Disaster Response
Account to cover obligations from previous disasters, excluding the Loma
Prieta earthquake of October 1989.

Chapter 1507, Statutes of 1988 (SB 1910, Campbell), made various
changes in the Natural Disaster Assistance Fund, including the creation
of the DAS Account and the PFLA Account. The purpose of the DAS
Account is to provide funds to state agencies for the engineering,
administrative, and audit functions that are necessary for response and
recovery acfivities related to particular disasters. The purpose of the
PFLA Account generally is to provide funds to local agencies for response
and recovery activities related to a natural disaster and for the repair,
reconstruction, or replacement of facilities damaged during a natural
disaster.

We are concerned about the amounts requested for the accounts for
several reasons.

Estimate Does Not Account for Loma Prieta Earthquake. First, the
request does not include an estimate of the amount needed in the DAS
Account to support the engineering, audit, and administrative functions
of state agencies that will result from work associated with the recent
Loma Prieta earthquake. This is of concern because in the past the
balances of various disaster assistance accounts have been reverted to the
General Fund, even though the accounts had outstanding obligations. For
example, last year the Legislature reverted $6.7 million in several disaster
accounts to the General Fund because the funds had not been encum-
bered at the time. The OES knew, however, that a portion of the funds
would be needed to meet the state’s legal obligations. Now the budget
requests an appropriation for this purpose.
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Currently, the Director of Finance has the authority to transfer any
amount of funds to the DAS Account from the Reserve for Economic
Uncertainties to cover any amount of claims that may exceed the
unencumbered balance in the account. This transfer authority is to allow
an immediate flow of funds into the account in times of emergency. Since
the Loma Prieta earthquake occurred several months ago, OES has had
time to make an assessment of its need for engineering, audit, and
administrative support to carry out reconstruction activities. Therefore,
we believe that it is prudent to budget for these anticipated expenses,
rather than to depend on the transfer authority of the D1rector of
Finance.

Estimates for the DAS Account Do Not Reﬂect Proper Expendztures
The second reason that we are concerned about the request for the DAS
Account is that it appears the OES may be charging expenses to the
account that are not allowed by law. Current law specifies that the DAS
Account be used for support costs “required to respond to a specific
disaster.” However, OES recently purchased several trailers: for its
Sacramento headquarters that will be used as office space for the Disaster
Assistance Division. Although we do not question the need for the
additional space, we do not believe that this need arose out of a specific
disaster. We believe that costs associated with the regular activities of
OES should be funded through its regular support budget and subject to
legislative review, not through the DAS Account. ‘

Estimate May Overstate Needs for PFLA Account. The request for the
PFLA Account is based on calculations that include “obligations” to
various reclamation districts for emergency repairs to the Delta. How-
ever, over. the past year, OES has been working with the federal
government, State Controller’s auditors, and the members of the recla-
mation districts to recover state funds that were spent inappropriately or
for expenditures which the districts cannot document adequately. .

The OES is near resolution on the major projects in the Delta. Soon it
should have a better estimate of the actual recoveries made as well as the
outstanding obligations of the PFLA Account. This will likely have the
effect of reducing the amount needed to meet the obligations associated
with past disasters.

Analyst’s Recommendation. Because of our concerns regarding the
uses of these accounts and the amounts needed to meet the state’s
obligations from previous disasters, we recommend that OES provide the
Legislature, prior to budget hearings, with revised estimates of the
amounts needed in the DAS and PFLA Accounts to meet obligations
from previous disasters. ’

Funds Are in the Wrong Budget

The budget proposes $1 893,000 from the General Fund for expendz-
tures that would occur in other agencies.

‘The budget proposes $1.9 million from the General Fund for services
that would not be provided by OES but instead by the Office of the State
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Architect in the Department of General Services (DGS) and. the
Emergency Medical Services Authority (EMSA). The Governor’s Budget
indicates that the amount proposed for DGS ($1.5 million) would be used
for a seismic survey of public school buildings and state-owned structures.
The amount proposed for EMSA ($393 000) would be used for a medical
mutual aid response system. . .

The OES staff advise that the funds would be “passed through” 'OES to
DGS and EMSA. Staff further advise that the funds are proposed in this
item simply because the budgets of DGS and EMSA. had been completed
prior to the time these proposals were approved, but the budget for OES
was still pending.

Because the funds are not associated with any program within OES, the
amount will have to be adjusted depending on actions taken by the
budget subcommittees on the DGS and EMSA budgets. We discuss these
proposals in our analyses of DGS (Item 1760) and EMSA (Item 4120).

Capital Ovutlay

The Governor’s Budget proposes an appropriation of $230,000 in Item
0690-301-036 for capital outlay expenditures in the Office of Emergency
Services. Please see our analysis of that item in the capital outlay section
of this Analysis which is in the back portion of this document.

USES OF THE DISASTER RELIEF FUND

Item 0695 from the Disaster : . B
Relief Fund ’ _ " Budget p. LJE 51

ANALYSIS AND RECOMMENDATIONS

We recommend deletion of this item from the Budget Bill because we
believe that it is an inappropriate use of the Disaster Relief Fund.

The budget proposes language that would allow the Disaster Relief
Fund to be used to reimburse the General Fund for tax revenue losses
incurred as a result of the Loma Prieta earthquake. The Department of
Finance estimates this amount at -$61 million in the current year and $36
million in the budget year.

Background. Chapter 13, Statutes of 1989 (AB 48x, Areias), and
Chapter- 14, Statutes of 1989 (SB 33x, Mello), enacted during the
November 1989 -special .session, established. the Disaster Relief Fund.
Revenue to this fund accrues from a quarter-cent increase in sales taxes
that is effective for 13 months. During the special session, the Legislature
also enacted legislation to allow individual and corporate taxpayers to
carry forward all of their excess casualty and operating losses related to
the earthquake for up to five years, with oneé-half of any remaining excess
losses deductible over the subsequent 10 years. In addition, corporations,
as well as individuals, could carry back-their losses to the prior year.
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Analyst’s Recommendation. We do not believe that reimbursing the
General Fund for lost revenue is an appropriate use of the Disaster Relief
Fund. This is because Chapters 13 and 14 state that the Disaster Relief
Fund is continuously appropriated for “purposes of funding disburse-
ments made for response to and recovery from earthquakes...and any
other related casualties.” Also, at this early stage of recovery, the state has
limited information regarding the amount needed from the Disaster
Relief Furid for the recovery activities of the state and local governments
in the budget year. Any shortfall in the Disaster Relief Fund will probably
have to be made up from the General Fund (the Reserve for Economic
Uncertainties). Because current estimates of response and recovery costs
associated with the earthquake exceed the amount estimated -to be
available in the fund, we recommend that the proposed provision be
deleted. '

GOVERNOR’S PORTRAIT
Item 0720 from the General

Fund Budget p. LJE 57
Requested 1990-91 .......ciiinniinierncniniennsseisnersssissssssssssssssnes _ $20,000
Total recommended reduction ...........covevneerrcrevirrersnernesesees None

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

This item provides funds for commissioning a portrait of the Governor.
Traditionally, funds have been provided for a portrait of each outgoing
Governor. The previous outgoing Governor’s portrait was commissioned
in 1982-83 for $13,000. -

REQUIREMENTS OF GOVERNOR-ELECT AND THE OUTGOING

GOVERNOR
Item 0730 from the General o
Fund Budget p. LJE 58
Requested 1990-91 .........coorieirverereeeereee e ssseessses s seesesnns $550,000

Total recommended reduction ...........coeenvverevenieeennnns e * None

GENERAL PROGRAM STATEMENT

The California Constitution requires the Governor to submit to the
Legislature by January 10 of each year a budget with an explanatory
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message for the ensuing fiscal year. Because the Governor’s term does not
begin until January 3 following his or her election, newly-elected
Governors have only one week in office before their budget is due.

‘Chapter 1241, Statutes of 1974 (SB 1984, Alquist), allows the Director of
Finance to appoint persons to assist a Governor-elect in preparing a
budget for submission by the January 10 deadline. The act also allows the
outgoing Governor to appoint, for up to 60 days, persons to assist him in
concluding matters arising out of his official duties.

ANALYSIS AND RECOMMENDATIONS
We recommend approval,

The budget proposes an appropriation of $550,000 from the General
Fund in 1990-91 for the purposes authorized in Chapter 1241. Approxi-
mately $232,000 was expended for these purposes during the last transi-
tion in 1982-83.

The Budget Bill specifies that the appropriation would be available for
expenditure by the Department of Finance from November 7, 1990 to
January 6, 1991. The Budget Bill allocates $450,000 for the duties of the
Governor-elect subject to his or her approval. The remaining $100,000 is
allocated for the duties of the outgoing Governor.

_ Owur analysis indicates that the funds are needed to ensure a smooth
transition from one administration to another. Consequently, we recom-
mend approval of the requested amount.

OFFICE OF THE LIEUTENANT GOVERNOR
Itemv0750 from the General

Fund Budget p. LJE 58
Requested 1990-9L........ceiiiinieceeneseenessasisissiseesresesssss $1,667,000
Estimated 1989-90 ........ccoviriieioercernrenrnencnreriesesesseseessssessasasessene 1,630,000
Actual 1988-8T .......coiiiiirieierireinreerenienerienietsesneressesiessesssensssessesnes 1,533,000

Requested increase (excluding amount for
salary increases) $37,000 (+2.3 percent)
Total recommended reduction........c.eisrionrinsiiniinrinneen, None

1990-91 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
0750-001-001—Support General $1,597,000
Reimbursements — 70,000

Total . ) $1,667,000

GENERAL PROGRAM STATEMENT

The Lieutenant Governor assumes the responsibilities of chief execu-
tive in the absence of the Governor. He also serves as the presiding
officer of the Senate, voting only in the case of a tie vote. In addition, the
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Lieutenant Governor serves on numerous commissions and boards, and
performs special tasks as assigned by the Governor.

The Lieutenant Governor’s Office has 25.5 personnel-years in the
current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes total expenditures of $1, 667 000 ($1,597,000) from
the General Fund and ($70,000) from reimbursements for the support of
the Lieutenant Governor’s Office during 1990-91. This is an increase of
$37,000, or 2.3 percent, over estimated current-year expenditures. The
proposed increase will fund increased personal services costs.

DEPARTMENT OF JUSTICE

Item 0820 from the General

Fund and various funds Budget p. LJE 59

Requested 1990-91 .....cccovvveviiinvenierninesnnnesnssnsresessessesseesassessaesesnss $290,273,000

Estimated 1989-90 267,400,000

Actual 1988-89 ......ccocvrvennn. 230,159,000

Requested increase (excluding amount
for salary increases) $22,873,000 (+8.6 percent)

Total recommended reduction None

Recommendation pending ..., 1,430,000

1990-91 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount

0820-001-001—Support General $188,051,000

0820-001-012—Antitrust Attorney General’s Antitrust 472,000
Account, General

0820-001-014—Toxic substance Hazardous Waste Control 1,145,000
Account, General

0820-001-017—Fingerprints Fingerprint Fees, General 17,621,000

0820-001-044—Data center support Motor Vehicle Account, State 16,146,000

) Transportation

0820-001-455—Toxic substance Hazardous Substance Account, 1,630,000
General

0820-001-460—Handgun control Dealers’ Record of Sale Special 2,414,000
Account, General

0820-001:469—Law enforcement Narcotics Assistance and Relin- 511,000

: quishment by Criminal

Offender, General

0820-001-477—Gaming registration Gaming Registration Fee 292,000 -
Account, General

0820-001-890-—Support Federal Trust 9,618,000

0820-001-942—Support Federal Asset Forfeiture 2,114,000

Account, Special Deposit
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0820-011-012—Antitrust Transfer from Antitrust (600,000)
Account, General Fund
0820-011-942—Support State Asset Forfeiture Account, 235,000
Special Deposit
0820-101-001—Local assistance General 617,000
Political Reform Act — 346,000
Reimbursements — _ 49,061,000
Total $290,273,000
. Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Legal Services. Withhold recommendation on request for 62
specified legal services provided on behalf of the Depart-
ment of Social Services, pending assessment by the Attorney
General of the impact of recent legislation on the services.

2. Crack Down Task Force Program. Recommend adoption of - 63
supplemental report language requiring the department to
provide specific information on activities of the program in
its annual report to the Legislature.

3. DNA Identification Program. Withhold recommendation on 65
funding requested from the General Fund for implementa-
tion of Deoxyribonucleic Acid (DNA) Identification Pro-
gram, pending receipt of proposal.

GENERAL PROGRAM STATEMENT

Under the direction of the Attorney General, the Department of
Justice (DOQOJ) enforces state laws, provides legal services to state and
local agencies, and provides support services to local law enforcement
agencies. Its functions presently are carried out through six programs
—Executive and Administration, Executive Programs, Civil Law, Crim-
inal Law, Public Rights, and Law Enforcement.

The department’s legal programs are carried out in three divisions. The
Civil Law Division provides legal representation for most state agencies,
boards, and commissions. The Criminal Law Division represents the state
in all criminal matters before the Supreme Court and courts of appeal.
The Public Rights Division provides legal services in the areas of civil
rights and charitable trust, natural resources, environmental law, anti-
trust, land law, and consumer law.

The department’s largest program is law enforcement support. It (1)
provides investigative assistance and training to local law enforcement
agencies, (2) suppresses traffic in narcotics, (3) operates a system of
criminalistics laboratories throughout the state, (4) maintains centralized
criminal history records and fingerprint files, and (5) operates a 24-hour-
a-day communications center which provides criminal record informa-
tion to law enforcement agencies throughout the state.

The department has a total of 3,638 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expenditures of $290.3 million from the
General Fund, various special funds, federal funds and reimbursements
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for the DOJ in 1990-91. This is' $22.9 million, or 8.6 percent, more than
estimated current-year expenditures.

The proposed General Fund appropriations for the department in
1990-91 total $188.7 million. This represents an increase of $7.7 million, or
4.2 percent, above estimated current-year expenditures. Most of the
requested increase is for implementation of legislation enacted in 1989
which (1) restricted the sale of assault weapons, (2) established a new
criminal identification laboratory, and (3) created a new narcotic en-
forcement program.

Table 1 summarizes the department’s spendmg program for 1990-91, by
fund source. Table 2 presents a summary of the department’s total
expenditures, by program.

Table 1.
Department of Justice
Funding Source Summary
1988-89 through 1990-91
(dollars in thousands)

Percent
Actual Est Prop. Change From

Funding Source ‘ 1988-89 1989-90 1990-91 1989-9%0
General Fund ... $154;295 $180,996 . $188,668 4.2%
Attorney General’s Antitrust Account ......... 427 450 472 49
Hazardous Waste Control Account............. 967 L1190 - o 1,145 23
Fingerprint Fees Account................oe0. 12,820 15,353 17,621 148
Motor Vehicle Account (State Transportation

Fund) oo 14,576 15,497 16,146 ’ 42
Hazardous Substance Account:................. 721 1,607 1,630 14
Dealers’ Record of Sale Account............... 901 1,802 2414 34.0
NARCO Fund Account.............ooevvvennn. 480 505 511 1.2
Gaming Registration Account.................. 281 296 292 -14
Federal Trust Fund.....................ccel 8,344 9811 9,618 —-20
Federal Asset Forfeiture Account, Spemal De- :

posit Fund.............oo 656 2075 7 2114 19
State Asset Forfeiture Account, Special De-

posit Fund ... —_ 231 235 17
Reimbursements ...........coovvvieiaioinennn 35,691 37,658 49,061 30.3
Political Reform Act®................. e e (321) (340) 346 . _18

Total Fundings..............c.ooviiiiin, $230,159 $267,400 $290,273 8.6%

* Amounts in parentheses for 1988-89 and 1989-90 are included in the General Fund totals.
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Table 2
Department of Justice
_Budget Summary
- 1988-89 through 1990-91
{dollars in thousands)

EXECUTIVE / 61

Personnel-Years

Prop.  Actual
»1.990—91 1988-89 1989-90 1990-91 . 1989-%0

696.7 ($43,924) ($45,992) ($52,800)
5618 . 6308
41,659
41,772
29,608
171,926

415
293.8
4458
167.5

23007 1

Expenditures
Percent
Increase
Est. Prop. . From

4,266

36259 38,534
41815 44844
19,786 22,381
28,033 156,023

: Actual  Est.
Program ; 1958-89  1989-90
Executive/ Administration®....... 665.1. 666.0
Executive Programs............... 52.0 471
Civil Law .. .ovevvnniinininicnenns 2747 2715
Criminal Law...................... 409.5 429.6
Public Rights ...........c.ccoeenets 1704 169.6
Law Enforcement................. 1941.1  2,0483
Totals.....coovvvvveviiiiinenncnns 35128 3,638.1

39520 $230,159

* Amounts in parentheses are distributed to other programs.

$267,400 $290,273

148%
123
8.1
65
10
102

8.6%

" Table 3 identifies (by funding source) the changes in the department s
expenditure levels proposed for 1990-91.

Table 3
Department of Justice

Proposed 1990-91 Budget Changes
(dollars in thousands)

Federal Reimburse-

General  Special
Fund®  Funds®  Funds ments Total
1989-90 Expenditures (Bev1sed) ............. $180,996 $38,935 $9,811 $37,658  $267,400
Workload Adjustments o :
Agent overtime...............e.el. e — 400 — — 400
Appeals, writs, and trials ................. 2,549 — —_ — 2,549
Criminalistics .........ccvoviiiiiiiiin . 1,207 — — — 1,207
Government .......oovvvinieneriiiniiiiiin. 455 — - —_ 455
TOrt v 503 — — 385 888
Accounting............oooi _ 156 16 9 27
Licensing......oovvriiriiiiiiarcnenniiionies — — —_ 1,470 1,470
Fingerprint..........ccoovviininiininninn, — 235 - — 235
Dealers record of sale ..................... — 150 — — 150
Record purge .:.......oevvnninn. i 297 — — 297
Bureau of investigations................... 161 —_ - 80 241
Missing Persons ...........coovvivinennenanns 80 41 - - 121
Parent locator service ..................... — — — 520 520
Subtotals .....ilieeiiii ($4,955)  ($1,279) ($16) ($2,554) ($8,804)
Cost Adjustments »
One-time cost-reductions.................. © —$824° —$4,146 —$98 —$20 —$5,088
Limited-term programs.................... —2,120 —798 —_ - ~-2918
Price increase..... e e e — 295 . 52 71 418
Employee compensation................... 2,783 602 159 323 3,867
Pro rata adjustment...............ccoeuees - 460 — — 460
Contract program completion............. - —_ —- - 303 -303
Expiring grant.programs .................. - - —322 - —322
Other base adjustment .................... 1 — — — 1
Child support enforcement................ — — — 87 87
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< Table 3—¢ontinued
Department of Justice
Proposed 1990-91 Budget Changes
{dollars in thousands)

General  Special  Federal Reimburse-
Fund® . Funds®  Funds ments Total

Child victim witness............ e 518 — — —_ 518
Expiring legislation ........................ —13,534 966 — — —14,500
Subtotals ................. el (—$13,166) (—$4,553) (—$209)  : ($158) (—$17,770)
Program Adjustments g g
Cal-ID equipment maintenance........... 477 783 — —_ 1,260
Cal-ID expansion............coevereennes 986 .- 829 —_ —_ 1815

Cal-ID enhancement ...................... : —_ ‘4,121 - —_— 4,121
Implementation of Legislation: : . : :
Assault weapons registration (Ch 18/89

and Ch19/89) ....vvvevvineirinnennn, — 1,186 — — 1,186

DNA implementation (Ch 1304/89).... 1,034 —_ —_ — 1,034

Crack Down task forces (Ch 1453/89) © - 13,732 — e 8,691 22,423

 SUbOtAlS v ($16229)  ($6,919) —  ($8691)  ($31,839)

1990-91 Expenditures (Proposed) ........... $180,014  $42,580 . $9,618 $49,061 $200,273
Changes from 1989-90 ’ g

Amount.........oooiiiiiiiiii $8,018 $3645  —$193  $11,403 $22,873

Percentage..........cocovoviiiiiinininnnnnn 4.4% 94% -20% 30.3% 8.6%

2 Includes amounts appropriated for the Political Reform Act.
b Includes special accounts in the General Fund.

LEGAL DIVISIONS
For 1990-91, the department’s legal divisions request a net 'increase of
$7 million ($4.7 million from the General Fund, and the remainder from
federal funds, special funds, and reimbursements) - over estimated
current-year expenditures. Workload augmentations total approximately
$4 million. We recommend approval of the following significant requests:

¢ An increase of $2.8 million from the General Fund, special funds, and
reimbursements in the Civil Law Division for workload increases and
continuation of the Stringfellow tort litigation.

~» A total of $2.6 million from the General Fund, spec1a1 funds, and
federal funds for the Criminal Law Division. This increase is due to
additional workload in the Appeals, Writs, and Trials program. =

Impact of New Legislation Not Reflected in Legal Services Request:

We withhold recommendation on $396,000 in reimbursements re-
quested for legal service work on cases involving the termination of
parental rights, pending the Attorney General’s assessment. of the
impact of recent legislation on the program’s workload.

The budget requests $396,000 in reimbursements-for attorneys and
support staff for legal services to terminate parental rights on behalf of
the Department of Social Services (DSS). The termination of parental
rights is the first legal step needed to place a child in adoption. '
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The Attorney General performed this legal work on DSS cases prior to
January 1, 1990. Chapter 1485, Statutes of 1987 (SB 243, Presley),
however, transferred the responsibility from the Attorney General to
county counsels. Consistent with legislative intent, the DSS is proposing
$860,000 in its local assistance budget to pay counties for these services in
the budget year. :

Chapter 1485 spemfied that the Attorney General continue work on
cases where children were adjudged dependents in juvenile court prior
to ]anuary 1, 1989. Thus, for those cases that began in calendar year 1989,
it is the county counsel’s responsibility to conduct the termination of
parental rights.

Our analysis indicates that the Attorney General has not adjusted the
budget to account for the changes made by Chapter 1485. Although the
Attorney General: will no longer be required to perform legal work in
new cases involving termination of parental rights, the DSS advises that
additional work may be required by the Attorney General in the budget
year in order to complete work on the existing cases.

At the time this analysis was prepared, the Attorney General had not
assessed the workload implications of Chapter 1485 on the department’s
budget. Given the uncertainties, we withhold recommendation on the
request, pendrng the Attorney General’s assessment of how the changes
contained in Chapter 1485 will affect the department $ workload in
1990-91. , : .

DIVISION OF LAW ENFORCEMENT

The Division of Law Enforcement requests a net increase of $16 million
over estimated current-year expenditures for 1989-90. Workload augmen-
tations total $1.6 million, while program adjustments result in increases
totaling $31.8 million. About 77 percent of the amount requested for
program adjustments is due to 1mplementat10n of legislation enacted in
1989. A portion of these costs are offset by various one-time reductions.

We recommend approval of the following significant program changes
which are not discussed elsewhere:

~e.A total of $3.1' million requested from the General Fund and
Fingerprint- Fees Account for maintenance and expansion of. the
Cal-ID system.

o A total of $4.1 million requested from the Fingerprint Fees Account
for Cal-ID program enhancements.

o $1.2 million requested from the Fingerprint Fees Account for the
Assault Weapons Permit Program.

Legislature Needs Specific information to Judge Effectiveness of Crack
Down Task Force Program

We recommend the adoption of supplemental .report language di-
recting the department to provide specific information on the Crack
Down Task Force Program in its annual report to the Legislature.

The budget requests $22.4 million for full—year implementation of the
Crack Down Task Force Program—a major new law enforcement
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program in the Department of Justice. The request 1ncludes $13 7 million
from the General Fund and $8.7 million in reimbursemeriits. -The
reimbursements would be provided by the Office of Criminal Justice
Planning from federal funds received by-the state.

Background. Chapter 1453, Statutes of 1989 (SB 1661, Roberti),
established the program and appropriated $13.4 million from the General
Fund for implementation in the current year. The program is de31gned to
coordinate state and local law enforcement efforts- against cocaine
networks formed by Colombian drug cartels and southern California
street gangs. The ultimate aim of the program is to reduce cocaine
trafficking and distribution. =

Budget Proposal. The budget requests $22 4 mllhon for the task force
program in 1990-91. This amount includes the following:

o $11.1 million for support of 240 positions, including special- agents
criminal intelligence specialists, auditors, business service officers;
and clerical support.

* $L.5 million for overtime and travel payments for local law enforce-
ment officials.

e $3:4 million for special equipment for the task force, mcludmg
aircraft, helicopters, automatic weapons, infrared sights, and other
surveillance equipment.

¢ $6.4 million for facilities, training, and other operatlng expenses and
equipment.

The requested amount would support 13 reg10nal enforcement teams
located in cities throughout the state. Five teams would be located in Los
Angeles, two in San Francisco, and one each in Oakland Orange, San
Jose, Riverside, San Diego, and Sacramento.

Our analysis mdlcates that the department’s request is consistent with
the information provided to the Legislature when it was considering SB
1661. We estimate that the ongoing annual costs of the program after
199091 will be approximately $20 million.

Legislature Should Closely Monitor Prograim. Chapter 1453 requires
the department to include a section on the activities of the Crack Down
Task Force Program in its annual report to the Legislature, beginning in
July 1991. Chapter 1453 does not specify any detail, however, as to the
type of information that the department should provide in the report.

Consistent with legislative intent, we believe that the Legislature
should closely monitor the activities of the task force. In.order to
accomplish this, the Legislature will need to receive specific information
in the department’s annual report.

Specifically, we believe that the department should provide the
Legislature with data on the workload of the task force, use of local
personnel and equipment, and the success of the task force in achieving
its goal to reduce the amount of illegal activity associated with Colombian
cocaine cartels. Because of the significance of the costs of the program
and its potential role in the nation’s narcotics enforcement efforts, the
department should also investigate every means to obtain additional
federal funds to support the program.
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In addition, because Chapter 1453 does not require the department to
submit its first report to the Legislature on the activities of the task force
until July 1991, the Legislature will not have valuable information in hand
when it reviews funding proposals for the task force for the 1991-92
budget. Consequently, we also recommend that the Legislature direct
the department to submit its first report on.the activities of the task force
by March 1991. The program will have been operational for more than a
year at that time and its initial accomplishments should be identifiable.

In order to accomplish the two tasks outlined above, we recommend
that the Legislature adopt supplemental report language to specify the
nature of the data the department should include in its annual report and
the timing of the first report. Specifically, we recommend adoption of the
following supplemental report language:

The Department of Justice’s annual report on the Crack Down Task Force
 Program required pursuant to Sections 15208 and 15209 of the Government
Code shall include the following: a description of the status of implementation
and operations of the program; data on the number of arrests made by
members of the task force and the amounts of illegal drugs, money, and
property seized; number of hours devoted to the program by state and local
personnel and the associated costs, flight time logged in operations, mainten-
ance costs for aircraft and helicopters devoted to the program; and any changes
in the task force organization or placement. The department should also
include in its report a description of its efforts to secure federal funds to support
the program. The department shall submit its first report to the legislative fiscal
commlttees and the Joint Legislative Budget Committee by March 1, 1991

No Information on DNA Identification Program

We withhold recommendation on $1,034,000 requested jfrom the
General Fund for implementation of the Deoxyribonucleic Acid
(DNA) Identification Program, pending receipt of details of the
proposal.

The department requests $1 million from the General Fund for
full-year implementation of the Deoxyribonucleic Acid (DNA) Identifi:
cation Program. This is a decrease of $1.2 million from the amount
appropriated for the program . in the current year. Specifically, the
Legislature appropriated $1.1 million in the 1989 Budget Act for estab-
lishment of a state forensic DNA laboratory in Berkeley. In addition, the
Legislature appropriated an additional $1.1 million in Ch 1304/89 (SB
1408, Hart), for the administration of the program and support of. four
regional DNA laboratories.

DNA identification, often referred to as “genetic fingerprinting,” can
use specimens left at a crime scene to identify an individual and
additionally disclose the individual’s hair color, eye color, gender, race,
and propensity for disease. The Attorney General advised the Legislature
last year that the department’s DNA Identification Program would (1)
provide DNA analysis of casework material for 46 counties served by the
Bureau of Forensic Services and 12 counties served by local forensic
laboratories, and (2) analyze statewide samples from felons convicted
and incarcerated for homicide and assault. This data would then form a
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database for a computerized identification system. Implementatlon was
scheduled to begin January 1990.

At the time this analysis was prepared, the department had not
provided the Legislature with any justification for the requested amount
for the DNA Identification Program, the expected workload, personnel
requirements, or the equipment and support service needs. Given that
this is a new program, we believe that it is particularly important for the
Legislature to have detailed information on the department’s plan for
implementation. Therefore, we withhold recommendation on the re-
quested amount, pending receipt of details of the proposal.

Capital Outlay

The Governor’s Budget proposes an appropriation of $248,000 in Item
0820-301-036 for capital outlay expenditure for the Department of Justice.
Please see our analysis of that item in the capital outlay section of this
Analysis which is in the back portion of this document.

STATE CONTROLLER
Itern 0840 from the General

Fund and various funds Budget p. LJE 83
Requested 1990-91 ... sesssssnsaens $105,547,000
Estimated 1989-90 ..ot it enst e sesesens 100,816,000
Actual 1988-8T ...ttt et b bensaboies 87,718,000

Requested increase (excluding amount
for salary increases) $4,731,000 (+4.7 percent)
Total recommended reduction ........cccceeevncrvenerevecnnennnnienenens None

1990-91 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
0840-001-001—Support General $74,459,000
0840-001-041—Support Aeronautics Account, State 176,000
Transportation
0840-001-061—Support Motor Vehicle Fuel Account, 2,583,000
Transportation Tax
0840-001-344—Support ' State School Building Lease- 534,000
Purchase ) .
0840-001-739—Support State School Building Aid 114,000
0840-001-890—Support Federal Trust ’ 1,774,000
0840-001-903—Support Assessment 614,000
0840-001-988—Support Retail Sales Tax 161,000
Reimbursements — 25,132,000
Total $105,547,000

GENERAL PROGRAM STATEMENT
The State Controller is a constitutional officer whose responsibilities
include those expressed in the Constitution, those implied by the nature
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of his office, and those assigned to him by statute. Specifically, the
Controller is responsible for (1) the receipt and disbursement of public
funds, (2) reporting on the financial condition of the state and local
governments, (3) administering certain tax laws and collecting amounts
due the state, and (4) enforcing the unclaimed property laws. The
Controller is also a member of various boards and commissions, including
the Board of Equalization, the Franchise Tax Board, the Board of Control,
the Commission on State Mandates, the State Lands Commission, the
Pooled Money Investment Board, and assorted bond finance committees.
The Controller has 1,430.3 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes expenditures of $105.5 million for support of the
Controller’s Office in 1990-91. This amount consists of $78.6 million from
the General Fund and various special funds, $1.8 million in federal funds,
and $25.1 million in reimbursements. The proposed expenditure level
represents an increase of $4.7 million, or 4.7 percent, above estimated
current-year expenditures.

Table 1 identifies the proposed level of expenditures and personnel-
years for each of the major programs administered by the Controller’s
Office in the prior, current, and budget years.

Table 1
State Controller's Office
Budget Summary
1988-89 through 1990-91
(dollars in thousands)

Expenditures
Percent
Personnel-Years ‘ Change
Actual  Est. Prop. Actual  Est. Prop.  From
Program 1988-89 1989-90 1990-91 1988-89 1989-%0 1990-91 1989-90
Fiscal control ..................c... 9935 1,384 1,151.6 $67,312 $76,951 $81,090 5.4%
Tax administration ................ 485 59.1 59.2 2,453 2,921 3,044 42
Administration
Distributed to other programs . (76.6)  (462)  (462) (2635)  (2635) (26%5)  —
Undistributed ................... 292.3 232.8 2319 17,953 20944 21413 2.2
Totals....ocvviveiiiiininiiinnnn, 13343 14303 14427 $87,718 $100,816 $105,547 4.7%
Funding Sources
General Fund ............cccooiiiiiiiiiii i 861,615 872449 $74.459 28%
Motor Vehicle Fuel Account, Transportation Tax Fund......... 2375 2514 2583 27
Federal Trust Fund ............c.coooiiiiiiiiiiiiiiiiiiiiine, 1,053 1,709 1774 38
Bank of America Unclaimed Property Litigation Fund......... 1,841 — — —
State School Building Aid Fund ................................. 362 379 14 —699
Public Employees Health Care Fund ............................ 718 1,205. — —1000
Aeronautics Account, State Transportation Fund................ 34 175 176 06
State School Building Lease Purchase Fund..................... 168 265 53 1015
Retail Sales Tax Fund .............c.ccoovviiiiiiiiiiiineininnin. 152 160 161 06
Assessment Fund..............cooiiiiiiiiiiiiniii 137 145 614 3234
Public Facilities Account, Natural Disaster Assistance Fund ... 697 — —_ —_
Streets and Highways Account, Natural Disaster Assistance
Fund........ocooiiiii i 697 —

Reimbursements...........couuueisiieis et iiieeiniaennans 17,869  2L815 25132 152
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Table 2 identifies significant changes in the proposed budget for the
Controller’s Office in 1990-91. The largest components of the proposed
increase are: (1) additional audit positions which will generate revenues,
in excess of their costs (34 personnel-years, $2.0 million); (2) fees for
unclaimed property returned by the interstate unclaimed property
clearinghouse ($2.4 million); (3) permanent staff for workload associated
with the PERS Care program (11.4 personnel-years, $1.2 million); and (4)
funding for increased postage and supplies costs ($1.1 million). The
increased costs of the proposed workload and program changes are
partially offset by cost reductions from the expiration of limited-term
positions ($3.3 million), one-time payments to the unclaimed property
clearinghouse ($1.7 million), and other workload adjustments ($161,000).

We have reviewed the proposed changes and they appear reasonable.

Table 2

State Controller's Office
Proposed 1990-91 Budget Changes
(dollars in thousands)

General All Other  Reimburse-

Fund Fynds ments Total

1989-90 Expenditures (Revised) ................. $72,449 $6,552 $21,815 $100,816
Baseline Adjustments:

Expiration of limited-term positions .......... —1,229 —1,254 —819 —3,302

Price inCrease..........ooevveiiiiiiiiiniinnnans — 8 77 85

Prorata.........ooociniininnnd Ceerenes — 46 —_ 46

Employee compensation ...................... 1,747 62 303 2,112

Unclaimed property clearinghouse and-ad-

vertising charges .............cooiiin —1,723 — — -1,723
Miscellaneous administrative workload ad-

JUSEMENES. . . oevee vt — — —161 —161

Subtotal, baseline adjustments.............. ($1,205) (—$1,138) (—$600) (—$2,943)

Proposed Changes:

PERS Care Program..........ccovevneivenennes — — 1,207 1,207
Postage and supplies for PERS/STRS......... —_ . — 1,129 1,129
Federal disaster audit.......................... — —_ 958 958
Penalty assessment audit..................o0ee — 467 — 467
Unclaimed property audit..................... 348 — - 348
Miscellaneous audits .............. e 162 75 — 237
Unclaimed property clearinghouse and ad-

vertising charges ...............o.o 2,415 — — 2,415
Miscellaneous reimbursed workload in-

CTEASES . ouveenetereinirienteinnentiinaeines — - 281 281
Inheritance and gift tax workload............. 195 — - 195
Leave accounting system...................... — — 342 342
OASDI/Medi-Care tax workload.............. 95 — — 95

Subtotal, proposed changes ................. ($3,215) {$542) ($3,917) ($7,674)

1990-91 Expenditures (proposed)................ $74,459 $5,956 $25,132 $105,547
Change from 1989-90: )
AMOUNt ..ot $2,010 —$596 $3,317 © $4,731

Percent......ccovvriiiiiiiiiii it 2.8% —-9.1% 15.2% 47%
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STATE BOARD OF EQUALIZATION

Item 0860 from the General
Fund and various funds

Budget p. LJE 92

Requested 1990-91 $189,216,000
Estimated 1989-90 177,495,000
AcCtual 1988-89 .......cciiiirnrernrinreiinnneeressiessssneretsesesessssessssassssiosnene 154,885,000
Requested increase (excluding amount
for salary increases) $11,721,000 (6.6 percent) '
Total recommended reduction ............ccoveecevinrennresnsneneeneanas 1,249,000
Recommended General Fund savings from funding shifts... 4,000,000
1990-91 FUNDING BY ITEM AND SOURCE
Item—Description Fund Amount
0860-001-001—Support General $116,737,000
0860-001-014—Support Hazardous Waste Control Ac- 3,365,000
. ) count, General . :
0860-001-022—Support Emergency Telephone Number 475,000
S Special Account, General
0860-001-061—Support Motor Vehicle Fuel Account, 5,293,000
‘ ) Transportation Tax :
0860-001-086—Support Cigarette Tax 8,545,000
0860-001-230—Support Cigarette and Tobacco Prod- 463,000
ucts Surtax
0860-001-387—Support Integrated Waste Management 138,000
Account, Solid Waste Man-
. . agement
0860-001-435—Support Solid Waste Disposal Site and 236,000
Maintenance Account, Solid
. Waste Management
0860-001-439—Support Underground Storage Tank 241,000
- Cleanup Fund, General
0860-001-455—Support Hazardous Substance Account, 354,000
: General ‘
0860-001-465—Support Energy Resources Programs 84,000
o Account, General
0860-001-702—Support Consumer Affairs 101,000
0860-001-965—Support Timber Tax 2,325,000
Reimbursements _ 50,859,000
Total $189,216,000
. . Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Sales Tax Reimbursements. Reduce Item 0860-001-001 by $4 75
million and increase reimbursements by the same amount.
Recommend reduction to reflect availability of additional
reimbursements for administration of local sales and use
taxes.

2. Use Tax Appeals. Reduce Item 0860-001-001 by $393,000. 75
Recommend reduction to eliminate excessive appeals staff
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for new collection programs because the appeals workload
. for these programs has been overstated. o :
‘3. The budget proposes to shift $6.7 million of General Fund - 77
-~ costs to local government. This would-disproportionately
allocate the entire cost of the board’s property assessment
- program to cities and counties. -
4. State-Assessee Audits. Reduce Item 0860-001-086 by_v 78
$755,000. Recommend reduction to eliminate additional ‘
audit staff because the board has not established the cost-
effectiveness of increased auditing for this program. ‘
.5 New Headquarters Building. Reduce Item 0860-001-702 by 79
$101,000 Recommend reduction to eliminate new staff to ’
plan for moving the board’s headquarters due to absence of ™
identified workload. Further recommend ‘that- the board
report at hearings on the fiscal implications of its plans to
lease a new headquarters building.

GENERAL PROGRAM STATEMENT

The Board of Equalization is one of the state’s two major tax collection
agencies. It collects state and local sales and use taxes and a wide variety.
of business and excise taxes and fees, including those levied on gasoline
and diesel fuel, insurance, cigarettes, alcoholic beverages, electricity,
hazardous wastes and solid wastes. The board also oversees the adminis-

Table 1

State and Local Revenues
Collected by the Board of Equalization
' 1988-89 through 1990-91
{dollars in millions)

Change
Actual  Estimated Projected From 1989-90
198889  1989-9%0  1990-91  Amount - Percent.

State sales and use tax®.............oceinnnn $12,651 $13,497 314,578 $1,081 8.0%
i Local sales and use tax..:.....ivoviveeinn.as 4,291 4794 5,311 517 .. 108
J INSUTANCE FAX . .coeeviveeeeeeiineeesiiinss 1,318 1,194 1,273 79 6.6
: Motor vehicle fuel tax (gasoline)............ 1,166 1,176 1,J96 . 20 17
“ State cigarette and tobacco tax.............. . 490 731 711 —20. =27
! Use fuel tax (diesel) ..............oocvvennns 154 160 165 5 31
* Alcoholic beverage tax.............cvveennee. 128 128 127 -1 -038
‘ Local cigarette taxX .. ... ...oevvnerivenrsn . 70 66 65 -1 —~15
I Hazardous waste taxes and fees............. 68 105 86 -19 —18.1
Emergency telephone users surcharge...... 4 50 . 56 6 12.0
Energy resources surcharge (electricity) ... 38 39 40 -1 26
Timber yield tax ..... T 21 a1 - P — _
Private railroad-car tax........ e ) 2 4 4 —_ —
Solid waste disposal site fees®.............. . — 8 48 . 40 500.0

TOtalS. e vt e $20439 . $21,973 $23,681 . $1708 1.8%

| Local revenues ............................... $4,361 34,860 $5,376 8516 106%
‘ State TEVENUES . ... ..o vvernnn.s e 16,078 17,113 18305 1,192 7.0

* Includes the temporary quarter-cent sales tax enacted for earthquake relief.
® Solid waste disposal (landfill) fees were established by Ch 1319/87; the first fee payments are due in July
1990.



Item 0860 EXECUTIVE / 71

tration of the property tax by county assessors and assesses public utility
property in order to allocate value to each taxing jurisdiction.

There are five board members: the State Controller and four members
who are elected from geographic districts. The chairmanship of the board
rotates annually among the members. The chairman also serves as an ex
officio member of the Franchise Tax Board, the state’s other major tax
collection agency, which administers the personal income and bank and
corporation taxes. Finally, the Board of Equalization also hears appeals of
decisions by the Franchise Tax Board and resolves disputes concerning
the assessment of property owned by a city or county outside its
boundaries.

The board’s headquarters are in Sacramento. It has field offices
throughout California, as well as in New York, Chicago and Houston. The
board has 3,208 personnel-years in the current year. Table 1 summarizes
the revenues collected by the board under its various programs.

Budget proposes to shift $6.7 million of General Fund
costs to local government.

Proposed General Fund staff support for new collec-
tion programs is overbudgeted by $393,000.

IZ Proposed new audit staff is not cost effective.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expenditures of $189 million for the Board of
Equalization in 1990-91, an increase of $11.7 million, or 6.6 percent from
estimated current-year expenditures. Most of this increase is for adjust-
ments to the board’s base budget, such as the full-year cost of employee
salary and benefit increases granted in the current year.

Table 2 summarizes the staffing and expenditures for the board from
1988-89 through 1990-91. It shows that the budget proposes to increase the
board’s staff by 126.2 personnel-years. -

4—80282
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Table 2

Board of Equalization Budget Summary
1988-89 through 1990-91
(dollars in thousands)

Expenditures
Personnel-Years . Percent
Esti-  Pro- Esti- Pro- Change
Actual mated posed  Actual’ mated = posed From
Program 1988-89 1989-90 1990-91- - 1988-89- - 1989-90  1990-91 1989-90
County Assessment Standards ..... 993 1034 - 1034 - ~$5,689 $6,330 $6,602 ~ 43%
State-Assessed Property........... 95.8 986 1100 5,069 5,706 6,701 174
Timber Tax........ e iieenianenees 342 35.0 35.0 2,006 2,191 2,325 6.1
Sales and Use Tax: . )
Taxpayer Registration. .......... 5049 5163 5286 21169 93618 925003 62
" Return Processing. .............. 558.8 - 586.3 -  638.0 30,338 35,814 38,152 6.5
Audits.......ooiiiiiiiie 1,1965 12145 12218 61,623 68,425 71,681 48
Collections. ........cvvvvernernnns B75 3722 4103 16,192 18,621 21,307 - 144
Subtotals ........ccovvrrerennns (2,6177) (2,689.3) (27987) ($129,322) ($146,478) ($156233)  (6.7%)
Hazardous Substances Taxes...... 456 746 76.6 $2,152 $38534  $3719 —35%
Alcoholic Beverage Tax........... - 343 352 352 1,537 - - LT13 1,778 38
Cigarette and Tobacco Products : , o
TaX veeiieiiioineeainneanens 145 348 3138 -2,259 3205 3,147 --18
Gasoline and Jet Fuel Taxes....... 129 12.8 12.8 724 770 825 71
Diesel Fuel Tax.................... 81.9 76.0 76.0 3,919 4,160 4468 74
Other Special Taxes and Fees .... 10.8 22.3 292 585 1,224 1,399 143
Appeals of Franchise Tax Board ' o ' :
Decisions........ccooveeennen, 2.1 25.5 25.5 1,306 1,617 1,772 9.6
Administration (undistributed) ... 0.3 — — 317 247 247 —
Totals.....oovvveeiiniiininnennne. 3,0694 32075 33337 $154,885 $177,495 $189.216 6.6%
Funding Sources o .
General Fund ...................0ccccoiiiiiiiniiiiiiiiinns, .. $100816 $114825 $116,737 1.7%
Hazardous Waste Control Account............................. - 3516 3365 —43
State Emergency Telephone Special Account.................. 310 428 475 110
Motor Vehicle Fuel Account...................ccccovvivinnnn.. 4643 4930 5293 74
Cigarette Tax Fund ...........cccoooovieiiiiiiiiiiiiiinnnin, 1644 1,759 8545 4858
Cigarette and Tobacco Products Surtax Fund ................. — 568 463 —185
Integrated Waste Management Account....................... — — 138 —a
Solid Waste Disposal Site and Maintenance Account......... - 21 236 60
Underground Storage Tank Cleanup Fund.................... — 250 241 -36
Hazardous Substance Account........................ eimerraans - 338 354 47
Energy Resources Programs Account................. SUUPTIR 80 79 -7 63
Consumer Affairs Fund .........................coiivennn s - —_ 101 -8
Timber Tax Fund .................c.coovviiiiiiiniiiiininin.. 2006 2191 23% 61
Reimbursements. ...........ccoveeuueivireaenenairienienseneans 45,386 48,360 50,859 52

2 Not a meaningful number.

Table 3 shows the proposed budget changes, by fundmg source, for
1990-91. As noted above, the majority of the additional funds prov1ded for
1990-91 are for baseline adjustments to the board’s budget; including the
full-year cost of the 1989-90 salary increase and general price increases.
Also, unlike most other state agencies, the administration’s budget
proposal would fully fund the board’s cost of providing merit salary
adjustments. Almost all of the $4.9 million requested for program and
policy changes shown in Table 3 are to meet increasing workload or to
enhance revenue collection.
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Table 3

. Board of Equalization
Proposed 1990-91 Budget Changes
(dollars in thousands)

General Fund .
and
Reimburse- Special
ments Funds Totals
1989-90 Expenditures (Revised).........c.ccvevervannne $163,185 $14,.310 $177,495
Baseline Adjustments:
Full-year cost of 1989-90 employee compensation :

IOCTEASES ..o iuevereireiiieiieiienenaraneerananaes $4,522 $427 $4,949
Merit salary adjustments .................oeeeenennne. 1,652 ~ 153 1,805
Price increase for operating expenses............... 566 216 782
Department of Motor Vehicles contract, workload '

GIOWEN. .ot eeee e e eetee e s eaaee s 772 — 772
Other........ s ereren e eaereeeneaserataaentererarnes 55 -9 46

Subtotals, baseline adjustments..................... ($7,567) ($787) ($8,354)

One-time Costs in 1989-90:
Equipment to automate verification of sales tax

(=101 o1 PPN ~$790 - —$790
Other one-time equipment costs....... eerhireeine, —393 -$138 —531

" Tobacco surtax — collect one-time tax on floor :
SEOCKS + . veeeriie e — —133 —133
Subtotals, one-Hme COsts .......ccovveiriirniiinins (—$1,183) (—$271) (—$1,454)
Adjustments for 1989 Legislation:
Collect temporary sales tax for earthquake relief

(Chs 13x & 14%/89) ...o.vvvrieiniienininininiinnns —$85 — . =885
Implement revised hazardous waste fees (Chs 269 ;

B 1032/89)..cneiriiiiiii s —_ —$157 ©—157
Implement revised solid waste disposal fees (Ch

1095/89) ........... e — 138 138

Subtotals, adjustments for 1989 legislation......... (—$85) (—$19) (=$104)

Program and Policy Changes: .
Sales and Use Tax
Collect additional local taxes approved in Novem-

Ber 1989, .. o i ittt e, $882 — $882
Taxpayer registration workload growth ............. 432 — 432
Use tax collections on auto sales and customs dec- . ‘ .

Jarations. .. .ovviivreiriiiieir i ee e, 1,924 —_ 1,924
Development of new accounts receivable database. 495 $12 437
Additional staff to collect delinquent accounts...... 305 — 305
Property Tax ’

Additional auditors to value state-assessed proper-

tES.cuvrnrnnn. et — 755 755
Shift cost of state assessments to local share of cig-

ATEHEE tAX oo vvvetireeerreeeiinseeeeeniirtereaaes —5,946 5,946 —_
Other Programs
Computer network for appeals of Franchise Tax

Board decisions. .. ......coeveenviiniiiiiiiininiinas 89 — 89
Planning for consolidation of Sacramento head-

(VLT3 0= ¢ U — 101 101

Subtotals, program and policy changes............ (—$1,889) ($6,814) _ ($4,925)

199091 Expenditures (proposed) ...................... $167,595 $21,621 $189,216
Change from 1989-90: :
Amount............... s $4,410 $7311 - $11,721

Percent ..coovovvivieiirviniainisreiaieinninanaenaes 29% 51.1% . 66%
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ANALYSIS AND RECOMMENDATIONS
SALES AND USE TAX PROGRAM

The board collects and administers both the state and local portions of
the sales and use tax. The state imposes a sales and use tax of 4.75 percent
(5 percent until January 1, 1991 due to the temporary additional tax rate
of 0.25 percent for earthquake relief). In addition, a uniform local sales
tax of 1.25 percent is imposed by cities and counties, so that the combined
rate is at least 6 percent (6 cents per dollar of sales) everywhere in
California. Also, local voters may approve additional countywide “trans-
actions and use” taxes (in half-cent increments) up to a maximum of one
cent per dollar of sales. Consequently, there are three tax rates in effect
throughout the state (6 cents, 6.5 cents and 7 cents, excluding the
temporary earthquake relief tax), with each county having one of these
rates. Generally, the revenue from each additional half-cent tax is
allocated to a special district and dedicated to a specific purpose, typically
transportation programs. For example, Alaineda County has a 7-cent rate,
of which 6 cents is the uniform statewide rate, one half-cent is for the Bay
Area Rapid Transit District (BART) and the other half-cent funds the
Alameda County Transportation Authority.

Revenue Gain Anticipated From the Board's Budget Proposals

Most of the proposed program augmentations in the board’s budget
have been justified on the basis of their revenue production. The
Governor’s Budget indicates that these augmentations will generate
almost $43 million in additional sales and use tax revenue during 1990-91,
of which the state General Fund share would be about $31.5 million. Most
of this additional revenue ($31.4 million) would result from hiring
additional staff to speed up the collection of delinquent accounts. The
budget indicates that the administration plans to authorize a deficiency
allocation of $456,000 in the current year to hire these positions in
February 1990, in order to produce an anticipated revenue gain of $13.2
million in 1989-9¢ (the state share would be $9.6 million).

Additional Locol Taxes Approved in 1989

Prior to November 1989, voters in 13 counties had approved additional
local taxes in excess of the uniform statewide rate. At the November 1989
election, voters in four counties that had no special local rate approved
new half-cent local taxes (increasing their rate from 6 cents to 6.5 cents)
and voters in San Francisco approved a second half-cent tax (in addition
to the BART tax), raising their tax rate to the maximum of 7 cents. All of
these new taxes will be effective April 1, 1990. Table 4 shows the specific
changes approved in the 1989 election.
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.Table 4

Additional Half-Cent Local Transactions and Use Taxes
Approved by Voters in 1989

Néw Tax Rate®

County ' ' (cents per dollar)
Imperial...... oo e e 65
MODEETEY .\ viuviniiiit e i e 6.5
San Bernardino ... vveeeeriernieiitieiiin i e e e ra 6.5
Santa Barbara............ooooeininens PP 6.5

San Franciseo.....o.cveerearinerineiinernenerinrnrarenens SO T, 7.0

2 These fates exclude the additional one-quarter-cent temporary earthquake relief tax imposed by the
state through December 31, 1990.

Local 'I"cx Re’imbu‘rsemenis Understated

We recommend a General Fund reduction of $4 million to reflect
additional reimbursements from local sales tax.revenues. (Reduce Item
0860-001-001 by $4 million and increase rezmbursements by an equal
amount.) ,

Before the board distributes sales tax revenues to local agencies, it
deducts an amount to cover a portion of its ‘administrative costs. This
amount equals a fixed percentage (set by statute) of the revenues
produced by the tax. Specifically, the board charges cities and counties an
amount equal to 0.82 percent of the revenue from the uniform 1.25-cent
local tax rate and generally charges an amount equal to 1.64 percent of
the revenue from each half-cent of additional local tax rate. These
charges are included in'the board’s budget as reimbursements and
reduce, on a dollar-for-dollar basis, the amount of General Fund support
needed by the board.

-The board’s proposed funding in 1990-91' includes $50.3 million in
reimbursements from local sales tax revenues. We estimate, however, -
that the board will receive substantially more reimbursement revenue
than the amount budgeted for 1990-91. Based on the Department of
Finance’s January estimate of state sales and use tax revenues and taking
into account reimbursements that the:board will receive from the newly
authorized special local taxes, we estimate that the board will receive
$54.3 million in reimbursements from local tax revenues in 1990-91. This
amount is $4 million more than than the amount of reimbursements
reflected in the budget. Consequently, the board’s General Fund appro-
priation should be reduced by $4 million and the amount of budgeted
reimbursements should be increased by an equal amount.

Workload Overstated for New Use Tax Collection Programs

We recommend a General Fund reduction of $393,000 and seven
personnel-years from the amount requested for new use tax collection
programs because the workload associated with the appeals component
of this request has been overstated. (Reduce Item 0860-001-001 by
$393,000).

The budget requests $1 9 mllhon from the General Fund and local tax
reimbursements for 47 additional positions to implement two new use tax
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collection programs. The use tax complements the state and local sales
tax. When an individual or business purchases taxable goods for use in
California but the seller is not required to collect sales tax, then the buyer
must pay a use tax to the board equal to the amount of the sales tax. Most
businesses located in California are registered with the board and provide
the board with regular sales and use tax returns. Many individual
consumers, however, are unfamiliar with the use tax. The budget
proposal is intended to enhance the collection of the use tax from
individuals who purchase used cars from private parties or who purchase
goods on foreign trips.

The “138” Program. An individual who purchases a vehicle from a
private party must report the purchase price to the Department of Motor
Vehicles (DMV) and pay the use tax based on that price when he or she
registers the vehicle. Recently, the department revised its Form 138,
which is filed by the seller, to also include the purchase price. On a
limited basis, the board has used this information to compile computer-
generated lists of sales in which the two prices do not match. The board
sends a deficiency billing to the buyer if the price reported by the seller
indicates that more use tax is owed. The budget request seeks to expand
this program to cover all private-party automobile transactions.

. Customs Declarations. U.S. residents returning from foreign travel
must file a customs declaration that identifies goods purchased abroad
and their cost. The board has conducted some recent tests at major
airports and seaports, in which it has used these declarations to identify
Californians who have made significant foreign purchases on which use
tax is owed. The board then sends a tax bill to these individuals. The
budget request would implement this program on a permanent ba51s for
* all major international airports and seaports in the state.

Programs Appear Cost-Effective. Based on data from its pilot prOJects,
the board estimates that the requested augmentation of $1.9 million will
produce annual revenue of more than $10 million (about 70 percent state
and 30 percent local), for a benefit/cost ratio of more than five to one.
The key to the cost-effectiveness of these programs is their simplicity:
The tax bills will identify specific amounts due based on information
already filed with government agencies.

Appeals Staffing Excessive. The -budget request includes $786 000
(about 40 percent of the requested funds) for 14 positions to handle
petitions and appeals of the tax bills. The proposed staffing level for
petitions and appeals was based on workload factors developed for the
board’s regular use-tax programs. Most of the petitions and appeals for
these two new programs, however, are likely to be very straightforward
(for example, those involving transcription errors from the DMV or
Customs forms) . Consequently, these programs should require relatively
little petition and appeal workload. Furthermore, there will be a lag of at
least several months from the time that the bllhng staff is hired until -
petitions and appeals are filed. The budget proposal is based on full-year
workload. Because the ‘workload factors appear overstated for these
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programs and because there will be a lag in the timing of appeals, the
board’s budget request appears excessive. Based on our review, we
conclude that one-half of the requested amount for petitions and appeals
would be a better approximation of the resources needed for these tasks
in 1990-91. In subsequent years, staffing can be adjusted, if needed, to
reflect workload factors based on experience with these programs.

PROPERTY TAX PROGRAMS
Funding Shift Reduces Local Revenues

The administration’s proposal would disproportionately allocate the
entire cost of the board’s property assessment program to cities and
counties.

Although county assessors assess most of the taxable property in the
state, the California Constitution requires the board to assess gas, electric
and telephone utilities; railways; and intercounty pipelines. These state-
assessed properties are not subject to the valuation limitations-of Propo-
sition 13, so that the board uses current market value as its standard in
making these annual assessments. After assessing each company’s prop-
erty, the board allocates the total value among the state’s local taxing
entities. Based. on these allocations of value, county officials levy and
collect property taxes from state assessees and- distribute the revenue to
local taxing entities. In addition, the board assesses and collects the state
tax on private railroad cars (railroad cars that are not owned by the
railroads themselves) . The state General Fund receives the revenue from
this tax.

Budget Proposes Change in Funding Source. In the current year, the
budget estimates that the board will: spend $5.7 million for the state-
assessed property program. As in past years, the General Fund provides
all of this support. For 1990-91, the budget requests $6.7 million for this
program (including an increase of $755,000 for additional audits and
appeals) and proposes to shift all of the funding requirements for this
program to the Cigarette Tax Fund. This fund provides local government
its share of cigarette tax revenue. The budget states that the reason for
the funding shift is to. “more properly allocate the costs of the property
tax program and reduce state costs ... since this program primarily
benefits local government.” The funding shift would be an extension and
expansion of existing budget practice in a related board program (county
assessment surveys), which receives-about 30 percent of its funding from
the local share of cigarette tax revenue. The budget proposes no change
in that funding arrangement, which has been in place for several years.

Proposal Reduces Local Revenue. The Cigarette Tax Fund receives
the revenue collected from the regular 10-cent-per-pack cigarette tax
(the 25-cent-per-pack surtax imposed by Proposition 99 is deposited
elsewhere). Under existing law, the General Fund receives 70 percent of
the fund’s revenues, and the State Controller allocates the remaining 30
percent of the revenue to cities and counties, in proportion to local sales
tax revenues and (for cities) population. Consequently, the $6.7 million
General Fund savings from the proposed funding shift in the board’s
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budget results in an equivalent reduction in local revenue. The budget
estimates that after this reduction, local governments will receive a total
of $55.8 million from the Cigarette Tax Fund in 1990-91. Cities receive the
bulk (85 percent) of the cigarette tax money.

Policy Issues Raised by the Proposal. The proposed funding shift
raises the following policy issues for the Legislature to consider:

o State Also Has Stake in Property Tax. About 36 percent of local
property tax revenues are allocated to school districts, where they
are used to help offset' the cost of state General Fund school
apportionments. Further, another 33 percent of local property tax
revenues are allocated to county governments, where they are used
in part to help support many local programs that serve a statewide
need. Thus, the state clearly is a major “beneficiary” of the board’s
property tax-related programs.

o Cities Will Pay Most of Cost. Statewide, cities receive 13 percent of
property tax revenues, but would pay 85 percent of the cost of the
state-assessed property program.

.o State is Only Beneficiary of Private Car Tax. Since the General

- Fund receives all of the revenue from this tax, local governments are
not the beneficiaries of this part of the program. Thus, this portion of
the proposal cannot be justified on the basis of the administration’s
stated rationale. Specifically, the state would save $994,000 in costs
and retain all $4 million of the expected revenue.

Cost-Effectiveness ef Additional Audits Not Established

We recommend a reduction of $755,000 to eliminate funding for
additional staff to audit information reported by state assessees because
the board has not demonstrated that the increased audit coverage will
be sufficiently cost-effective. (Reduce Item 0860-001-086 by $755,000).

The budget requests an augmentation of $755,000 for 12 new staff
positions to conduct additional financial and fixed-asset audits of. state-
assessed railroads, pipelines, utilities and private railroad car companies.
The board conducts these audits to verify the information reported by
these companies. If an audit establishes additional value, then the board
may retroactively increase an assessment (within a four-year statute of
limitations). The budget would fund this proposal from the Cigarette Tax
Fund, so that cities and counties would ultlmately bear the increased
costs.

According to the board, 21.3 personnel-years of auditors would be
needed in 1990-91 to achieve the audit coverages shown in Table 5, which
represent the percentages of companies whose'annual reports would be
audited within the four-year limit. Because mandatory appeals workload
has been increasing, the board indicates that it has redirected some of its
audit staff to work on appeals, leaving only 9 personnel-years of staff
available for these discretionary audits. Consequently, the budget re-
quests 12 new positions (11.4 personnel-years) to increase audit coverage
essentially to the levels indicated in Table 5.
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‘Table &

State Board of Equalization
Proposed Audit Coverage Levels for State Assessees

1930-91

. Number of Percent
Type of Business ‘ Assessees Audit Coverage
Gas and electric ... ... ivvviivii i e e ’ 13 100%
Telephone and cellular...... R R SOOI 196 100
Radio/telephone. ........cocveviririniiiiiiiiniiieinininiien e, 76 75
PIpeline......oviiiveneniiiii e 32 80
Railroad........o.ovininnnnld B S TP 29 100
Private car............... P PPN 294 35

Cost-Effectiveness Not Demonstrated, The board has not presented
any specific justification for its proposed levels of audit coverage. In any
case, cost-effectiveness, rather than any specific level of audit coverage,
is a moré appropriate measure of the need for audit resources. The
auditing components of the state’s tax collection programs generally are
targeted at those groups of taxpayers for which audits will be most
cost-effective. For example, the Legislature and the board have required
that the anticipated amount of audit recoveries from additional sales tax
auditors must be at least five times greater than the cost of those audits.
The cost-effectiveness of the additional audits that this proposal would
fund has not béen established. While the major public utilities and
‘'railroads clearly merit ongoing audit coverage by the board, many of the
state-assessed companies have relatively small tax liabilities and a selec-
tive audit program may be much more cost-effective in these cases.

Rather than establishing target percentages for audit coverage, the
board should develop a system to classify its state assessees according to
the likely cost-effectiveness of audits and then determine the staffing
required to conduct those audits that are most cost-effective. Accord-
ingly, we recommmend that the Legislature delete the requested augmen-
tation.

ADMINISTRATION
New Headquarters Building Propesal

. We recommend a reduction of $101,000 and three personnel-years
requested from the Consumer Affairs Fund for new staff to plan the
consolidation of the board’s headquarters facilities, because the need
Jor additional positions has not been justified. We further recommend
that the board report at budget hearings on the status of its leasing
plans and their fiscal zmplwatzons (Reduce Item 0860-001-702 by
$101,000).

The budget requests $101,000 from the Consumer Affairs Fund for
three limited-term - positions ‘to - assist the board in its planning to
- consolidate its headquarters operations in a new building. The board’s
main headquarters is at 1020 N Street, in .the Consumer Affairs Building.
Due to the limited space available in that building, many of the board’s
headquarters. functions are located in leased space throughout the
downtown and midtown area. A need for consolidating the board’s
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operations has been recognized for some time. Preliminary plans for a
new board building on Site 4 (at 16th and L, Streets) were funded and
completed in 1984-85, but subsequent funding was not proposed for
construction. The board now indicates that it plans to move and
consolidate its headquarters operations in a new building in downtown
Sacramento which the Public Employees’ Retirement System (PERS)
would construct and lease to the board. The move would take place in
1992-93.

The board’s budget proposal discusses the need to consolidate its
headquarters, but does not present any specific justification for the
additional positions. We recognize that the board’s staff will need to
devote time to planning for the proposed consolidation and move, but the
Department of General Services and its Office of Real Estate and Design
Services also will be assisting the board and providing their technical
expertise and services. Furthermore, other large agencies (such as the
Franchise Tax Board) have carried out major moves without requesting
additional staff. Without a compelling justification, we see no reason to
treat the board differently. Accordingly, we recommend deletion of the
requested funds. In addition, we note that the Consumer Affairs Fund
does not appear to be an appropriate funding source for this proposal,
since the money would be used to plan for the board to vacate the
Consumer Affairs Building rather than for the maintenance or improve-
ment of the building or other property owned by the Department of
Consumer Affairs.

Legislature Should be Informed of the Board’s Plans. The budget
proposal also raises larger concerns. In justifying the urgency of the move,
the board has cited the Legislature’s plan to construct a legislative office
building to replace the Consumer Affairs Building, which was expressed
in Ch 1366/89 (SB 42, Craven). That legislation, however, requires a
feasibility study and an affirmative finding by the Legislature before the
project can proceed. At the time that the budget was submitted, the
study had not yet been completed. Furthermore, the board has not
presented any information regarding the cost of leasing the new building
from PERS, compared with its current rent and lease costs, or the
probable terms of the lease. Accordingly, we recommend that the board
report at budget hearings on the status of its leasing plans and their future
cost implications.
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SECRETARY OF STATE
Item 0890 from the General

Fund : - Budget p. LJE 113
REQUESEE 1990-91 ..evvreeeeenreeresesnessessessesssersesessesesessese e $27,643,000
ESHINALEd 1989-90 rvooresveeee s eeserresseesessssssssesessnseesssssessesesnes 27,534,000
ACHUAL 1988-89 <.rereeeeoeseoeesoeeoseeeseseseesses e e eesreeseee oo 99,728,000

- Requested increase (excluding amount
for salary increases) $109,000 (+0.4 percent)
Total recommended reduction ...........covieecceerercnscrorencsneneenns None

1990-91 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
0890-001-001—Support General $24,090,000
Transfer from Political Reform Act General 714,000
(Item 8640)—Support
Reimbursements —_ 2,839,000
Total : » ‘ ' $27,643,000
‘ Analysis

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Ballot Pamphlet Funding. The budget underfunds expected 83
expenditures for production and distribution of the state-
wide ballot pamphlet by approximately $1 million in both
the current and budget years.

2. Corporate Automation. The Secretary of State’s Office has = 84
not taken sufficient action to reduce costs and increase the
level of efficiency in the Corporate Filing Division.

3. Uniform Commercial Code (UCC) Optical Disk System. 85
Failure of the system resulted from unrealistic expectations
built into the system’s design. Recommend that the Secre-
tary of State report at budget hearings on the progress of its
plans for the UCC Division.

GENERAL PROGRAM STATEMENT

The Secretary of State has statutory responsibility for examining and
filing financial statements and corporate-related documents for the
public record. The Secretary also administers and enforces election law
and campaign disclosure requirements. In addition, the Secretary ap-
points notaries public and manages the state’s archival function. The
activities necessary to carry out these responsibilities are conducted ‘in
seven program units: (1) Corporate Filing; (2) Elections; (3) Political
Reform; (4) Uniform Commercial Code; (5) Notary Public; (6) Archives;
and (7) Limited Partnerships.
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 MAJORISSUES

The budget underfunds the cost of statewide ballot
pamphlets for the June and November elections by $2
million. :

Office has poor automation track record:

* Corporate Filing D|V|S|on System is costly and
inefficient.

» Uniform Commercial Code Optical Disk system is
a failure.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expenditures of $27.6 million for support of
the Secretary of State in 1990-91. This is $109,000, or 0.4 percent, above the

Table 1
Secretary of State
Budget Summary

1988-89 through 1990-91
(doilars in thousands)

Expenditures -
Percent
Personnel-Years ' ‘ Change
‘ Actual ~ Est.  Prop. . Actual . Est Prop.  .From
Program 1988-89 - 1989-90 1990-91 1988-89 - 1989-90- 1990-91 1989-9%0
Corporate Flhng ................... 127 - 14L7 1417 $7,666  $9,088  $9,249 1.8%
Limited Partnership............... 2.5 26.3 26.3 1,358 1,588 1,589 0.1
Elections.........c.iveeviinnninnnn. 159 162 162 12,117 6,945 6923 . =03
Political Reform......... AN 189 25.4 254 1,059 1,394 1,427 24
Uniform Commercial Code........ 746 799 188 3492 3782 3694 23
Notary Public....... erereieniees 138 15.7 15.7 1,391 1,835 1836 0.1
Archlves...........;............‘..‘. 204 20.3 20.3 1,344 1,486 1,569 5.6
Administration (undistributed)...” ' 16.4 16.2 15.9 1,301 1,416 1,356 - —4.2
Administration (distributed)...... 7TL7 646 649 _(6918) (1254) _(T21) 10
Totals...ocooovvvnininniieninnten, 3759 406.3 4052  $29,728 $27,534 $27,643 0.4%
Funding Sources o . ,
General Fund.... .. ......... i, 827,616 $24687 824090  —24%
Transfer from Political Reform Act (General Fund) ........... (657)  (701) 714 19

Reimbursements.............cccccivieeiiiieniineeseniiisnininis 2112 2847 - 5839 03
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estimated current-year level. The proposed expenditures consist of an
appropriation of $24.1 million from the General Fund, reimbursements of
$2.8 million from special handling fees, and $714,000 under the Political
Reform Act. The Secretary of State has 406.3 personnel-years in the
current year. Table 1 displays the Secretary of State’s staffing and funding
for the prior, current and budget years. Table 2 shows the proposed
budget changes for 1990-91.

. Table 2.

Secretary of State
Proposed 1990-91 Budget Changes
(dollars in thousands)

All Funds.

1989-90 Expenditures (revised) ........covivciriniiiiiiiiiiiiicn i $27,534
Baseline Adjustments: .
Uniform Commercial Code: eliminate automated system CostS........oeuiian. it ~1,016
Add salary and benefits increase .......... NN , 217
Subtotal, baseline adjustments...........cooevviviiiiiniiinieini SO PP (—$739)
Program Changes: '
Uniform Commercial Code: restore manual processmg ........................... $848
Subtotal, program changes .........v. o i Cieediidees T (4848)
1990-91 Expenditures (proposed).......... Crtereieeeneeas $27,643
Change from 1989-90: . ‘ . L
ATIOUDE e e e s e e e et e et ae e e et e e e st v teessnseeenrenees 4109

Percent........coveevviniiiiiiiiniiniiininn PSR U 0.4%

ANALYSIS AND RECOMMENDATIONS -
Ballot Pamphlet Expenses Underestimated

The Governor’s Budget underfunds expected expenditures for pro-
duction and distribution of the statewide ballot pamphlet by approx-
imately $1 million in both the current and budget years.

The budget reflects current-year expenditures of $2.6 million from the
General Fund for printing and mailing expenses for the June 1990
Primary Election ballot pamphlet, and proposes that the same amount be
provided for the budget-year costs of the November 1990 General
Election. In contrast, printing and mailing costs for the June 1988 ballot
pamphlet amounted to $2.8 million.: Printing and mailing costs for the
November 1988 ballot pamphlet increased to approximately $6.5 million,
‘excluding costs incurred for reprinting the pamphlet after errors were
discovered. The higher cost reflects an increased number of measures
and an increase in the average number of pages reqmred to print each
measure.

Underfunding of the Ballot Pamphlet Will Result in General Fund
Deficiencies. At this time, the Secretary of State’s Office indicates that at
least 16 measures are expected to qualify for the 1990 Primary Election.
Taking into account the average cost per measure for the November 1988
ballot pamphlet, we estimate that the cost of the Primary Election ballot




84 / EXECUTIVE Item 0890

SECRETARY OF STATE—Continued

pamphlet will be at least $3.6 million in 1989- 90 ThlS will result in a
funding shortfall of approximately $1 million in the current year, without
considering any increase in printing charges.

It is likely that a similar number of measures will be certified for the
General Election, based on the record number of initiatives in circulation
and historical trends as to the number of measures that will be placed on
the ballot by the Legislature. As a result, we anticipate that ballot
printing and mailing expenses will exceed the amount proposed in the
budget by an amount similar to the current-year shortfall. The adminis-
tration acknowledges that its proposed funding levels are inadequate and
advises that it will consider deficiency funding requests to address the
situation.

Corporate Automation System Proves To Be Costly and Inefficient

The Secretary of State’s Office has not taken sufficient action to
reduce costs and increase the level of efficiency in the Corporate lemg
Division.

The Secretary of State’s Corporate Filing Division implemented.a new
on-line Corporate Filing Automation System in March 1987, after a series
of delays and programming problems. According to the Feasibility Study
Report (FSR) prepared in June 1985, the new system is intended to
provide the public and government agencies with more accurate and
timely corporate status information than was previously . provided
through manual efforts. It was anticipated that the system would
generate savings from the avoidance of additional staff costs and from
reducing the time spent responding to public complaints. The FSR
projected that, over the first four years of operation, savings of $1.3
million would be reahzed compared to the costs of the former manual
systemn.

Our review of the Corporate Automation System indicates that the
costs of operation have actually increased over the levels previously
anticipated for operation of the old manual system. Thus, the savings
used to justify the project have not materialized. Further, the automated
system has not provided the level of services anticipated in the FSR. For
example, documents are not being filed within the three-day turnaround
considered by the Secretary of State to be the maximum acceptable level
of delay in providing these services, and the level of public complaints
continues to be high.

Cost Overruns Due to Unauthorized System Redeszgn Accordmg to
the Office of Information Technology (OIT), the system’s large cost
overrun is attributable to an inefficient business process resulting from
design changes made during the development of the system, without
OIT’s knowledge or approval. As a result of these inefficiencies, the
Corporate Filing Division’s costs have increased dramatically over the
first three years of the system’s implementation. Specifically, Teale Data
Center charges have increased by $4.3 million, and personnel costs have
increased by $681,000 since the first year of system implementation.
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Limited Efforts to Address Problems Have Been Futile. As a result of
the discrepancy between planned and actual system costs; OIT directed
the Secretary of State’s Office (in October of 1987) to prepare a Special
Project Report to address the reasons for the cost deviations and the
corrective actions needed to reduce project costs to approved levels. A
private consultant was hired to prepare the report, and it was released in
December of 1987. Upon reviewing the report, the Secretary of State’s
Office concluded that most of its recommendations were not viable.
Several recommendations were implemented, however, and resulted in
savings of $160,000 per year. These changes; however, did not address the
question of changes in the business process. As a result; OIT again
directed the office (in July of 1989) to prepare a formal plan to reduce
system costs and to align the business process and the automated system.
At the time this analysis was prepared, the plan had not been submitted.

Uniform Commercial Code Automation Needs Still Pressing

The failure of the Optical Disk System reflects unrealistic expecta-
tions built into the system’s design. We recommend that the Secretary
of State report at budget hearings on other available automation
options for the UCC Division.

The Secretary of State’s Office implemented its Optical Disk System in
the Uniform Commercial Code (UCC) Division in April of 1989, under a
contract with FileNet Corporation. This system, which required approx-
imately three and one-half years of planning, was intended to reduce the
amount of time required to verify legal claims on personal property
offered as collateral for commercial loans. Because lenders must request
a file search from the UCC Division to ensure that property offered as
collateral for a loan has not already been pledged, program delays have
a direct negative impact on the secured commercial lending industry.
According to the project’s FSR, approved in December of 1986, it was
anticipated that the system would achieve a cost avoidance of almost $7
million over the then-existing manual system within the first five years of
implementation, and a reduction of at least 12 personnel-years beginning
in 1988-89. In fact, the FSR claimed that the system is “not only the least
expensive, but is the least labor intensive of all the alternatives consid-
ered.”

System Resulted in Unacceptable Delays. Experience with the system
did not live up to the expectations outlined in the FSR. The amount of
time required to conduct a file search increased from 14 days to 73 days,
which resulted in a virtual halt in secured lending activity as lenders were
unable to make timely verifications of property. The system was deter-
mined to be a failure by the Secretary of State on May 22, 1989, even
before the 30-day test period was completed. The Secretary of State
subsequently terminated its contract with FileNet. In addition, the
Department of General Services determined that FileNet was in default
on its contract with the state.

System Failure Resulted in Funding Deficiencies. As a result of the
termination of the FileNet contract, the Secretary of State incurred
additional expenses for temporary help and overtime of approximately
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$500,000 in 1988-89 to return to the old manual system of processmg
lender verification requests. A current-year deficiency of approximately
$1 million and 17 personnel-years has been requested to fund the manual
system. The 1990-91 budget proposes a slightly lower level of funding —
$848,000 and 15.9 personnel-years -—— to continue this operation, reﬂecting
the stabilization of program activity.

System Failure Reflects Unrealistic Expectations. As of this wr1t1ng,
the Secretary of State has failed to provide a comprehensive explanation
of the reasons for the failure of the Optical Disk System. Our review
indicates, however, that experience with the system was not consistent
with expectations in two key areas. First, document review staff were not
able to process documents (handle, review and key data) in the amount
of time anticipated. Second, the system’s hardware did not operate as
quickly as projected, which resulted in delays between document
processing operations as well as an inefficient use of staff resources. Given
the additional time required for these operations, the system operated at
only 30 percent of expected efficiency.

Automated System Still Necessary. Despite the failure of the Optical
Disk System, the need still exists for an automated UCC system that
meets the needs of the commercial lending industry in an efficient and
cost-effective manner. The Secretary of State’s Office has informed us
that it plans to begin a new feasibility study for this project in the current
year. In order that the Legislature be kept up to date with the office’s
efforts, we recommend that the Secretary of State report at budget
hearings on the progress of its plans for the UCC Division.

STATE TREASURER
Item 0950 from the General

Fund o v Budget p. LJE 119
Requested 1990-O1 ......oiinerirsrneieesssessssermmansisesesrsrsessssesnss $14,636,000
Estimated 1989-90 .......cccovievrimnrmiinrseserisesssssssnmesesrsasrersasessncsossnsons 13,574,000
Actizal 1988-89 ......cccvevriiereiinensenenesesssesnsssissssssssssssssssssisssaasees 11,861,000

Requested increase (excludmg amount
for salary increases) $1,062,000 (+7.8 percent)
Total recommended reduction ... None

GENERAL PROGRAM STATEMENT

The State Treasurer has a number of different responsibilities related
to the management of the state’s financial assets. His specxﬁc respon51-
bilities include:

« Providing custody for all money and securities belonging to or heid
by the state;
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¢ Investing temporarily idle funds; -

o Paying warrants and checks drawn by the State Controller

¢ Preparing, selling, and redeeming the -state’s general obligation and
revenue bonds; and - v

o Preventing the issuance of unsound securities by irrigation, water
storage, and certain other districts.

The State Treasurer has 206.3 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes total expenditures of $14 636,000 from the Gen-
eral Fund and reimbursements to support the State Treasurer’s Office in
1990-91. This amount is $1,062,000, or 7.8 percent, more than expenditures
for the current year. The budget request consists of $6,757,000 from the
General Fund, an increase of $117,000 or 1.8 percent; and $7,879,000 in
reimbursements, an increase of $945,000 or 14:percent. Table 1 displays
the State Treasurer’s staffing and funding for the prior, current- and
budget years.

Table 1
State Treasurer
Budget Summary
1988-89 through 1990-91
{dollars in thousands)

Expenditures
. . Percent
Personnel-Years Change
Actual — Est. Prop.  Actual  Est, Prop. ~ From
Program Lo - 1988-89  1989-9%0 1990—9] 1988-89.-1989-90  1990-91  1989-9%0
Investment Services............... 87. 92 106- - $943  $1,085 .. $1,206 . 11.2%.
Cash Management .......... e 184 181 181 1642 ‘189 1912 29
Trust SETvCes ..........cvervnn.. 692 693 732 4838 5561 6094 96
District Securities Division........ 6.3 68 - 6.8 7688 780 788 1.0
Centralized Banking Services..... ~321 .- 887 387 2,675 3,031 3,166 45
Administration (net) e 663 642 _700 1,075 1,258 1470 169
Totals.........5.ivieeiienh o 2010 - 2063 2174  $11,861 $13,574 $14,636 7.8%
Funding Sources
General Fund ...........cooiiiuiniiieiiiiiaeiieiiienieniins C $5627  $6640 96,757 1.8%
Reimbursements. ...........ccovieiriiiieieiiieiiareininaanids . 624 6934 7879 136

“Table2 identifies the changes in the proposed budget for the Treasur-
er’s Office in 1990-91. As shown in the table, the majority of the additional
funds provided for 199091 are for workload changes. The proposed
budget also includes $251,000 and 3.7 personnel-years for additions to the
Treasurer’s administrative staff. All of the workload and program changes
are to be funded with reimbursements..

Our analysis indicates that the proposed expenditures for the State
Treasurer’s Office are reasonable.

580282
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- " Table 2-

State Treasurer
Proposed 1980-91 Budget Changes
(dollars in thousands)

E All Funds

1989-90 Expenditures (revised) ..........coeovvreriniiiieinanns ereereeerarireraaa $13,574
Baseline Adjustments: ’

Delete one-time CostS.........ovuvvrcunieniiniinninieineneieeinenn e —245

Salary and benefits increase ............c.covcverieiiiiiinniiens, e 193 °

Operating eXpense iNCTEASE «.....vvverierivieieenereresreneesriersssetioresevioness .

Subtotal, Baseline Adjustments. .............. T SR PRPOt $2) .

Workload Adjustments: . - .

Investment SEIviCes........ocvivviviiiiiiiiiiiniiiiiiiii 106

TrustServ1ces............,................‘J ............. et e reierrae e, 3719 -

Administration '

* COMPULET PIOTAM 1 .vuernen'einernnersennsnennreneniunesonnenseneronnerernnens 298
Other operating equipment expenses........ S PPN 26
Subtotal, Workload Adjustments ...... e e e e eeraae it e et anaas U ($809)

Proposed Changes:
| GCELI 6 ¢ )y O SO 92
Legislative umit ..........cocooviviiiiiiiin 107
Executive assistant.........coocieiiiiiiiiriiiiiiiiii e 52
Subtotal, Proposed Changes.............. eieieenes e eeiererre e eensaies ($251)
1990-91 Expenditures (proposed)............ ettt et e e aae e aaas $14,636
Change from 1989-90: :
F X 110111 | S S U $1,062
PEreent......ocouiniiiiiiiiiii e 7.8%

Capital Outlay

The Governor’s Budget proposes an appropnatlon of $100,000 in Item
0950-301-036 for capital outlay in the Treasurer’s Office. Please see our
analysis of that item in the capital outlay section of this Analysis which'is
in the back portion of this document. . ‘

CALIFORNIA DEBT ADVISORY COMMISSION

Item 0956 from the California
Debt Adv1sory Commission . : :
Fund : ; , Budget p. LJE 124

Requested 1990-91
Estimated 1989-90
Actual 1988-89
Requested increase- (excluding amount for
“salary increases) $142,000 (+12 percent) - ‘ S
Total recommended reduCHON..........cceuereeiiiveensirrneiviereiiinnrsesensens " None

GENERAL PROGRAM STATEMENT
The California Debt Advisory Commission (CDAC) was established by
Ch 1088/81 (AB 1192, Costa) to provide advisory assistance to state
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agencies and local governments in the areas of debt issuance and
management. The commission has nine members, including the State
Treasurer (Chairperson), the Governor or Director of: Finance, the
Controller, two local government finance officers, two members of the
Assembly, and two members of the Senate.

The general activities of the CDAC are supported by notlficatlon fees
imposed on the issuance of bonds. Under the terms of Ch 293/83 (SB 146,
Craven), the fees are paid by the lead underwriter or purchaser of the
bonds. Currently, the commission’s fee is set at one-hundredth (1/100) of
1 percent of the principal amount of the issue, up to a maximum fee of
$1,500. Short-term debt (such as tax and revenue anticipation notes) is
subject to a fixed fee of $100 per issue, while debt issues of less than $1
million are exempt from the fee requirement. The revenues from the
fees are deposited into the CDAC Fund. :

The commission has 12 personnel-years in the current year.

ANAI.YSIS AND RECOMMENDATIONS ’

.We recommend approval.

The budget proposes an appropriation of $1,284,000 from the Cahforma
Debt Advisory Commission Fund for support of the commission in
1990-91. This is $142,000, or 12 percent, more than estimated expenditures
in the current year. The proposed increase reflects the addition of $47,000
and one personnel-year for workload increases, and $95,000 for salary and
price increases. Our analysis indicates that the proposed expend1tures for
the commission are reasonable.

CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE
Item 0959 from the Cahforma

Debt Limit Allocation , _

Committee Fund =~ Budget p. LJE 126
Requested 1990-91 ........covcrrrmncncincncrsinnnenessensisessenionsssees $374,000
Estimated 1989-90 ..........ccoeiiereerrirrererneeersssesesssesensssssesssessssssssssans 321,000
Actual 1988-89 .......ccveviverrercieriiviornarssessssensisnsssssssvsnsssssisesersssrssssaseses - 217,000

Requested increase (excludmg amount for
salary increases) $53,000 (+17 percent)
Total recommended reduction ... None

GENERAL PROGRAM STATEMENT

The California Debt Limit Allocation Committee (CDLAC) was
established in 1984 in order to ensure the state’s compliance with the
Federal Tax Reform Acts of 1984 and 1986. Chapter 943, Statutes of 1987
(SB 114, Leroy Greene), provided continuing authonty for the commit-
tee’s operation.
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The Tax Reform Acts of 1984 and 1986 limited ' the' amount of
tax-exempt “private activity” bonds which may be issued in a state'during
a given year. “Private activity” bonds generally include bonds issued for
private industrial and commercial development projects,. single and
multi-family housing, for-profit hospitals and educational facilities, and
student loans. Under the Tax Reform Act of 1986, the volume of these
bonds that may be issued by each state after 1987 is limited to $50 per
resident, or $150 million, whichever is greater. In 1990, California’s ceiling
is estimated to be $1.4 billion. ' The committee is respons1ble for allocatmg
the ceiling amount among state and local agencies.

In addition, the CDLAC reviews (1) requests for transferrmg portlons
of the state’s allocation to local authorities and (2) applications by state.
agencies to receive an allocation of the state’s portion of the bond limit.

The committee is composed of the State Treasurer (Chairperson), the
Governor or the Director of Finance, and the State Controller. The
committee has four personnel-years in the current year.

Pursuant to Chapter 943, the committee charges fees to the lead
underwriter of bond issues. These fees are deposited in the CDLAC Fund
and are used to support the activities of the commlttee

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes an appropnatlon of $374,000 from the Cahforma
Debt Limit Allocation Committee Fund for support of CDLAC during
1990-91. This is an increase of $53,000, or 17 percent, above estimated
current year expenditures. This increase in the committee’s budget is
attributable primarily to increases in pro rata costs. Qur analysis indicates
that proposed expenditures for the committee are reasonable. -

CALIFORNIA INDUSTRIAL DEVELOPMENT FINANCING
ADVISORY COMMISSION

Item 0965 from the Industnal

Development Fund , Budget p LjE 127
Requested 199091 ........vvicivcsiineivnieneennensanes L lterreeeesestsatrenteseaes $421,000
Estimated 1989-90 ... inireereeneessstessssesssisesdosessessions -385,000

AcCtual 1988-89 .......ccivveiivinenrnrenisinsisetsessensarssssssssssssasansens e 321,000
Requested increase (excluding amount for s
salary increases) $36,000 (+9.4 percent) g .
Total recommended reduction ...........ccuusecsresecsns esrassosines . " None

GENERAI. PROGRAM STATEMENT

The California Industrial Development Financing Adv1sory Commis-
sion (CIDFAC) was created by Ch 1358/80 (AB 74, Lockyer) for the
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purpose of evaluating industrial development bonds (IDBs) issued by
local development authorities. The proceeds of the bonds assist private
businesses with the construction or purchase of certain industrial facili-
ties. The CIDFAC is responsible for reviewing all proposed IDB issues to
ensure that they comply with disclosure regulations, have proper secu-
rity, and satisfy certain public policy requirements.

Current state law provides a tax exemption for the interest on IDBs.
Provisions of federal law which also provide a federal tax exemption for
IDB interest are due to expire on October 1, 1990. The state and federal
exemptions on IDB interest allow businesses to obtain financing for

qualified projects at rates below conventional financing. Chapter 1264,
Statutes of 1989 (AB 1872, Farr), provides that authorities may' not
undertake projects through the issuance of bonds on or after January 1,
1995, although bonds may be issued after January 1, 1995 to refund bonds
1ssued prior to this date. Chapter 1264 also eliminated the comumission’s
January 1, 1990 sunset date, thereby extending the operation of the
commission indefinitely. '

The amount of IDBs issued each year is determined by three factors,
(1) ‘state authorization limits on IDBs, (2) a federal volume cap on
“private activity” bonds in general, and: (3) the demand for IDBs. The
state is authorized by Ch 816/86 (AB 3175, Farr) to issue up to $350
million per year in federally tax-exempt IDBs and by Ch 1109/87 (AB
1456, Farr) to issue an additional $350 million per year in bonds which are
federally taxable, but not taxable by. the state. Thus far the volume of
IDBs issued each year has not come close to these state authorization
limits, .

The federal volume cap on prlvate activity” bonds in general and the
demand for IDBs are the major factors determining the amount of IDBs
issued. Each year, CIDFAC is allocated a portion of the state’s federal
volume cap by the California Debt Limit Allocation Commlttee The 1989
allocation for IDBs was $150 miillion. In 1989, the commission received
applications for IDBs totaling approximately $150 million, all of which
were approved. In 1990, the demand for IDBs and the “private activity”
bond volume cap ‘are hkely to agam determme the amount of IDBs
“issued.

'The commission consists of the State Treasurer the State Controller,
the Director of Finance, the Director of the Department of-Commerce,

“and the Commissioner of Corporations. It is staffed with four personnel-
years in the current year. ‘

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes an appropriation of $421 000 from the Industnal
Development Fund for support of the CIDFAC in 1990-91. This is an
increase of $36,000, or 9.4 percent, over estimated current-year expendi-

tures, and is attributable to salary and price-increases. Our analysis
indicates that proposed expendltures for the commission are reasonable.
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CALIFORNIA MORTGAGE BOND AND TAX CREDIT
ALLOCATION COMMITTEE

Item 0968 from the General
Fund, Mortgage Bond and
Tax Credit Allocation Fee

Account : ~ Budget p. LJE 129
Requested 1990-91..........oooocvvrrrrssenn O . $1,107,000
Estimated 1989-90 ........covvreeevrverirerces _ . ' , 650,000

Actual 1988-89.......ccomreuncrrinnss ' RO corene 351,000
Requested increase (excluding amount. S
for salary increases) $457,000 (470 percent) .
Total recommended reduction...........ccceenirrernrneerecsesssnesesenssnes .- None

GENERAL PROGRAM STATEMENT

The California Mortgage Bond Allocation' Committee was established
by Chapter 1097, Statutes of 1981 (AB 1618, Costa), to allocate to state and
local entities the amount of tax-exempt mortgage revenue bonds that
may be issued in California to finance housing loans. Chapter 658, Statutes
of 1987 (SB 113, Leroy Greene), changed the name of the committee to
the Mortgage Bond and Tax Credit Allocation Committee (MBTCAC)
and gave it the responsibility of allocating state and federal tax credits to
developers of qualified low-income rental projects. Chapter 943, Statutes
of 1987 (SB 114, Leroy Greene), allowed the California Debt Limit
Allocation Committee (CDLAC) to: take over the responsibility for
allocating the amount of mortgage revenue bonds that may be issued.
The CDLAC assumed this responsibility durmg 1988-89. Therefore, the
MBTCAC is now. responsible only for allocating available state and
federal low-income housing tax credits.

The seven-member committee is composed of the State Treasurer who
acts as the chairperson, the Governor (or in the Governor’s absence, the
Director of Finance), the State Controller, the Director of the Depart-
ment of Housing and Commuinity Development, the Executive Director
of the California Housing Finance Agency, and two representatlves of
local government. :

The committee has 9.5 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

As shown in Table 1, the budget proposes afi appropriation of $1.1
million from the Mortgage Bond and Tax Credit Allocation Fee Account
to support the committee in 1990-91. This is an increase of $457,000, or 70
percent, over estimated current-year expenditures.
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Table 1

Mortgage Bond and Tax Credit Allocation COmmlttee |
Proposed 1990-91 Budget Changes
(dollars in thousands)

Mortgage
- -Bond and
Tax Credit .
‘ Allocation
. Fee Account
1989-90"Expenditures (Rev1sed) ................................... e ©$650
Baseline Adjustments T
Employeecompensatlonad]ustrnent......... $6
Increased pro rata... .
Price iNCTOase «.uvvviiririiniieiatiititieereneivenereterartereenararararesnenenes 4
Administratively established positions " ; ‘—~129
Subtotal, baseline adjustments........ PP e '\ - (—$T1)
‘Workload: Changes . ‘
Staffing increase to meet changes in federal law and increased workload ....... $519
. Increased administrative support services from State Treasurer.................. o
Subtotal, workload changes............c.c.coeiiiiiiiiiiiniiii s ($528)
1990-91 Expenditures (Proposed).........c.coevirvereneneinninnn. e erererereerraanras $1,107
Change from 1989-90 ‘ ' L ‘
Amount................ vt e et e e arerae e et ettt r e rerens L 457
Percent ......cocovvviiinereierireeiiiineeieineniietreieneenarneae eererere e, 10.3%

The proposed increase primarily reflects the permanent establishment
of five positions in 1990-91 that were administratively established for six
months in the current year, as well as the establishment of two additional
positions in 1990-91. These additional staff are needed to (1) .carry out
new duties required by recent changes in federal law, and (2) meet
.expanded workload resulting from an increase in the number of appli-
cations received by the committee.

The committee’s budget is supported entirely by fees from developers
who apply for federal tax credits. The proposed increase in expenditures
in 1990-91 will be funded from surplus fee revenues.

Our analysis indicates that the expenthures proposed for the commlt-
tee are reasonable.

Allocation of Tax Credits in 1989

The federal Tax Reform Act of 1986 established a tax credit program for
developers of low-income rental housing. Chapters 1138 and 1139,
Statutes of 1987 (AB 53, Klehs and SB 572, Garamendi) created a similar
state low-income housing tax credit. Both federal and state law limit the
amount of tax credits that Californians may claim. The committee is
responsible for deciding which of the projects that are eligible to receive
a credit will be allowed to claim 1t so that the federal and state hm1ts are
not exceeded:

- The Supplemental Report of the 1989 Budget Act requlred the
committee to report on the allocation of federal and state tax credits to
the Legislature by December 15, 1989. It also requires the Legislative
Analyst to review that report.

‘Our‘review of the committee’s report — which i is based on allocations
made through October 1989 — indicates that the allocation of the 1989 tax
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CALIFORNIA MORTGAGE BOND AND TAX CREDlT AI.I.OCATION
COMMITTEE—Continued -

credits generally met legislatively estabhshed reqmrements Below, we
highlight the salient points of our review.

How Many Credits Were Allocated? The committee allocated a total
of $99.5 million in tax credits in 1989. Of this amount $35.1 million were
federal credits and $64.4 million were state credits. The state amount
included the normal annual state credit ceiling of $35 million and an
additional $29.4 million made available by Chapter 45, Statutes of 1988
(SB 70, Leroy Greene). This measure authorized the committee to
allocate tax credits that were available, but not used, in 1987 and 1988.

How Many Projects Received Credits? The committee allocated tax
credits to 161 projects in 1989. Of these projects, all 161 received. federal
credits and 75 also received state credits. (There are more projects
receiving federal credits than state credits because only a portion of the
total federal credit that will be claimed by a project owner is counted
against the annual ceiling, whereas the entire state credit is counted
against the annual ceiling.) When completed, these 161 projects will
provide about 8,200 housing units, of which about 7,900 will be occ'upied
by low-income individuals.

Did the Allocations Meet . Statutory Requirements? Current law
requires the committee to follow certain criteria in allocating the limited
pool of tax credits to competing projects. These criteria include (1). giving
preference to projects that commit to meeting one or more of six
legislative priorities — such as providing more than the minimum
mimber of low-income housing units, (2) allocating a minimum. of 20
percent of the credits for projects in rural areas, and (3) -allocating a
minimum of 10 percent of the credits to nonprofit organizations. As our
comments below indicate, the commlttee followed these cntena in
allocating the credits in 1989.

e Priorities. Our review indicates that the committee allocated the
available tax credits to projects that met one or more of the six
priorities specified in statute. The two pnorltles which were most
often reflected in the projects were: (1) providing more than the
minimum required number of low-income units within a project, and
(2) providing housing units targeted to spec1a1 needs groups like
senior citizens and large families.

e 20 Percent Rural Setaside. The committee allocated over 20 percent
of available state tax credits and nearly 20 percent of federal tax
credits to rural areas in 1989. (As of December 1, 1989, an additional

. $66,000.in. federal credits needed to be allocated to .meet the 20
- . percent requirements.) This amount includes $7 million of available
federal tax credits and $19.8 million of state tax credits. ;

e 10 Percent Nonprofit Setaside. The committee allocated over 10
percent of the tax credits to nonprofit organizations .in 1989. The
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committee indicates that 53 percent of the available federal credits
and 40 percent of state credits were allocated to pro_lects sponsored
by nonprofit organizations.

CALIFORNIA ALTERNATIVE ENERGY SOURCE FINANCING
AUTHORITY

Item 0971 from the California
Alternative Energy Authority

Fund Budget p. LJE 131
Requested 1990-91........corviiirenrennrersrnensisersennmsserssesasseesssssssnssseses $166,000
Estimated 1989-90 ......oviivieeiiiicensestssensssesesesssssssssesssasssesssseses 157,000
ACEUAL 198889 .......oovvrireieierrevriniseseisesnssiressssesesssssssosesrssenssssssssssenease 63,000

Requested increase (excluding amount
for salary increases) $9,000 (45.7 percent)
Total recommended reduction.........ereceeerennvessereerseesernnnns None

GENERAL PROGRAM STATEMENT

The California Alternative Energy Source Financing Authority (CAE-
SFA) was created by Chapter 908, Statutes of 1980, for the purpose of
issuing up to $200 million of revenue bonds to finance alternative energy
projects undertaken by private businesses. Interest earned on the bonds
is exempt from state and federal income taxes, provided that the projects
comply with various federal requirements. Alternative energy sources
include geothermal, solar, biomass, wind, cogeneration, and small hydro-
electric projects, as well as energy conservation projects that reduce the
use of fossil and nuclear fuels. As of September 30, 1989, the authority had
about $121 million in bonds outstanding, with $79 million in remaining
authorization.

The authority consists of five state officers: the State Treasurer, who is
Chairman, the Director of Finance, the Chairman of the Energy Com-
mission, the President of the Public Utilities Commission, and the State
Controller. Ongoing support is provided from the California Alternative
Energy Authority Fund (CAEAF), which derives its revenue from
application and other fees paid to the authority. CAESFA has two
personnel-years during the current year.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes an appropriation of $166,000 from the CAEAF for
support of the authority in 1990-91. This is an increase of $9,000, or 5.7
percent, over the current-year budget and results from increased salary
and operating costs.

The requested appropriation is entirely from fees collected by the
authority and from surplus remaining in the CAEAF. The proposed
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199091 expenditure is within the scope of the program prev10usly
approved by the Legislature.





