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MAJOR ISSUES
Resources

� General Fund Savings Can Be Achieved Through Fees

� Several opportunities exist to create additional General
Fund savings by shifting funding for resources programs
from the General Fund to fees. Fees are an appropriate
funding source in these cases, either because the state is
providing a service that directly benefits an identifiable
person or business (such as fire protection services), or
administering a pollution control program that should be
funded on a “polluter pays” basis. Specifically, these
opportunities include:

— Timber harvest plan review—$21.5 million savings (see
page B-50).

— Fire protection—$141 million savings if, for example,
fees replaced 50 percent of proposed General Fund ex-
penditures. We offer a number of options for structuring
fees (see page B-60).

— Air quality “stationary source” regulation—$18.7 million
savings (see page B-80).

— Water quality regulation—$22.5 million savings (see
page B-94).

� CALFED and Tahoe EIP: Legislative Oversight Needed

� The budget proposes (1) $519 million in state funds for
various CALFED programs to address Bay-Delta water
problems and (2) $26.6 million for the Tahoe Environmental
Improvement Program (EIP).

� The multiyear state costs for these two programs are in
excess of several billion dollars.
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� Legislative review of both of these programs could be
enhanced by holding joint policy and budget committee
hearings. We find that the CALFED budget proposal is
based on risky assumptions about federal and bond funding
(see pages B-17 and B-43).

� Significant Reduction in Fish and Game’s CEQA Reviews
Proposed

� The budget proposes a $2.1 million reduction for the
Department of Fish and Game’s review activities under the
California Environmental Quality Act (CEQA).

� This reduction would result in very few CEQA documents
being reviewed by the department. We offer alternative
funding sources should the Legislature wish to increase
funding for this purpose (see page B-64).

� Recent State Park Acquisitions Result in Unfunded Obli-
gations

� Since 2000-01, the Department of Parks and Recreation
has significantly increased its land acquisitions, many of
which will result in future development and operating costs
that have not been provided for or identified. We make a
number of recommendations to ensure that future costs
resulting from land acquisitions are better accounted for in
the budget process (see page B-67).

� Potential Overlap in Brownfields Programs Can Be Miti-
gated

� Two state agencies—the Department of Toxic Substances
Control and the California Pollution Control Financing
Authority—have overlapping statutory authority to provide
financial assistance for brownfields redevelopment. We
make recommendations to reduce the potential for
programmatic overlap, and offer a source of funding should
the Legislature wish to increase funding for cleanup loans
and grants in the budget year (see page B-104).
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OVERVIEW
Resources

The budget proposes significantly lower state expenditures for
resources and environmental protection programs in 2002-03 compared
to the estimated current-year level. This is mainly due to (1) a substantial
decrease in bond-funded expenditures for parks and water projects; (2) the
elimination of one-time General Fund expenditures that occur in the
current year, including costs to settle hazardous waste-related litigation
against the state; and (3) a decrease in General Fund expenditures for
emergency fire suppression, flood control, park projects, and habitat
acquisition and development.

EXPENDITURE PROPOSALS AND TRENDS

Expenditures for resources and environmental protection programs
from the General Fund, various special funds, and bond funds are pro-
posed to total $3.7 billion in 2002-03, which is 3.7 percent of all state-funded
expenditures proposed for 2002-03. This level is a decrease of about $2.7 bil-
lion, or 43 percent, below estimated expenditures for the current year.

Decrease Largely Reflects Reduction in Bond Expenditures. The pro-
posed reduction in state-funded expenditures of about $2.7 billion for
resources and environmental protection programs largely reflects a
$1.8 billion decrease in bond fund expenditures for park and water
projects. While there have been a number of bond measures in prior years
that provide funds for resources-related purposes, these funds have been
substantially drawn down. Specifically, of the $7.6 billion of resources-
related general obligation bonds approved by the voters since 1980, about
$6.4 billion will have been spent or committed to specific projects as of
the end of 2001-02.

The reduction in state expenditures also reflects the elimination of
one-time General Fund expenditures that occur in the current year, in-
cluding a $115 million payment to settle hazardous waste-related litiga-
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tion against the state. In addition, the reduction is due to a decrease in
General Fund expenditures for various other purposes, including emer-
gency fire suppression, flood control, state and local park acquisition and
improvements, and habitat acquisition. In total, the budget proposes Gen-
eral Fund expenditures for resources and environmental protection pro-
grams in 2002-03 that are $785 million lower than the current-year level.

Funding Sources. The largest proportion of state funding for resources
and environmental protection programs—about $1.7 billion (or 47 per-
cent)—will come from various special funds. These funds include the
Environmental License Plate Fund, Fish and Game Preservation Fund,
funds generated by beverage container recycling deposits and fees, and
an “insurance fund” for the cleanup of leaking underground storage tanks.
Of the remaining expenditures, $1.2 billion will come from the General
Fund (32 percent of total expenditures) and about $769 million from vari-
ous bond funds (21 percent of total expenditures).

Expenditure Trends. Figure 1 shows that state expenditures for re-
sources and environmental protection programs increased by about
$1.5 billion since 1995-96, representing an average annual increase of about
8 percent. The increase includes about $300 million in General Fund ex-
penditures and the remainder in special fund and bond expenditures.
When adjusted for inflation, total state expenditures for resources and
environmental protection programs increased at an average annual rate
of about 5 percent. General Fund expenditures increased at an average
annual rate of about 4 percent over this period. When adjusted for infla-
tion, General Fund expenditures increased at an average annual rate of
about 2 percent. This increase in General Fund support largely reflects
the improved state fiscal condition beginning in 1998-99. General Fund
expenditures for resources and environmental protection programs
peaked in 2000-01 and have since declined due to the state’s weakened
fiscal condition. The budget proposes General Fund expenditures at a
level about the same as in 1998-99.

SPENDING BY MAJOR PROGRAM

Figure 2 (see page 10) shows spending for major resources programs—
that is, those programs within the jurisdiction of the Secretary for Re-
sources and the Resources Agency.

Figure 3 (see page 12) shows similar information for major environ-
mental protection programs—those programs within the jurisdiction of the
Secretary for Environmental Protection and the California Environmental
Protection Agency.
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Figure 1

Resources and Environmental Protection Expenditures
Current and Constant Dollars
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Spending for Resources Programs. Figure 2 (see next page) shows the
General Fund will provide a majority of the California Department of
Forestry and Fire Protection’s (CDFFP) total expenditures, accounting for
57 percent ($312.3 million) of the department’s 2002-03 expenditures. The
General Fund will account for less in the support of other resources de-
partments. For instance, for the Secretary for Resources and the Depart-
ment of Conservation (DOC), the General Fund will constitute only about
2 percent ($3.6 million) and 4 percent ($21.8 million) of their budget-year
expenditures, respectively. In the case of the Departments of Fish and
Game (DFG) and Parks and Recreation (DPR), the General Fund will pay
for about 22 percent ($56.8 million) and 30 percent ($112.4 million) of the
respective departments’ total expenditures. The Department of Water Re-
sources (DWR’s) expenditure total is skewed by the $5.2 billion budgeted
under DWR for energy purchases on behalf of investor-owned utilities
(IOUs). If these energy-related expenditures are excluded from DWR’s total,
the General Fund pays for 9 percent ($114.7 million) of DWR’s expenditures.

Figure 2 (see next page) also shows that compared to current-year
expenditures, the budget proposes a reduction throughout the resources de-
partments. Specifically, the budget proposes a substantial reduction in DPR
expenditures of about $1.1 billion, or 74 percent less than the current-year
estimated expenditure level. The reduction  includes (1) about  $79 million
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Figure 2 

Resources Budget Summary 
Selected Funding Sources 

(Dollars in Millions) 

Change From 2001-02 

Department 
Actual 

2000-01 
Estimated 

2001-02 
Proposed 
2002-03 Amount Percent 

Resources Secretary      
General Fund $7.8 $15.4 $3.6 -$11.8 -76.6% 
Other funds 30.2 211.8 165.0 -46.8 -22.1 

 Totals $38.0 $227.2 $168.6 -$58.6 -25.8% 
Conservation      
General Fund $28.5 $22.0 $21.8 -$0.2 -0.9% 
Recycling funds 481.7 494.8 481.3 -13.5 -2.7 
Other funds 21.3 31.3 26.4 -4.9 -15.7 

 Totals $531.5 $548.1 $529.5 -$18.6 -3.4% 
Forestry and Fire Protection     
General Fund $431.4 $494.0 $312.3 -$181.7 -36.8% 
Forest Resources Fund 14.8 12.6 14.8 2.2 17.5 
Other funds 162.5 195.5 223.9 28.4 14.5 

 Totals $608.7 $702.1 $551.0 -$151.1 -21.5% 
Fish and Game      
General Fund $82.7 $70.6 $56.8 -$13.8 -19.5% 
Fish and Game Fund 79.8 91.8 89.1 -2.7 -2.9 
Environmental License 19.1 16.6 16.7 0.1 0.6 
Other funds 98.6 98.1 94.4 -3.7 -3.8 

 Totals $280.2 $277.1 $257.0 -$20.1 -7.3% 
Parks and Recreation      
General Fund $235.4 $255.6 $112.4 -$143.2 -56.0% 
Parks and Recreation Fund 57.1 57.3 72.0 14.7 25.7 
Off-Highway Vehicle Fund 33.0 67.2 44.2 -23.0 -34.2 
Other funds 200.3 1,084.3 145.9 -938.4 -86.5 

 Totals $525.8 $1,464.4 $374.5 -$1,089.9 -74.4% 
Water Resources      
General Fund $413.3 $209.1 $114.7 -$94.4 -45.1% 
State Water Project funds 1,168.8 753.7 759.8 6.1 0.8 
Electric Power Fund 7,293.0 7,657.2 5,155.3 -2,501.9 -32.7 
Other funds 288.1 462.3 421.8 -40.5 -8.8 

 Totals $9,163.2 $9,082.3 $6,451.6 -$2,630.7 -29.0% 
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less in department support and operations, largely due to the elimination
of one-time General Fund expenditures that occur in the current year for
state parks deferred maintenance, and (2) a drop of $907 million in ex-
penditures for state and local park acquisition and improvements funded
by Proposition 12 bond money. The budget also does not propose any
General Fund expenditures for local parks or for state park acquisition
and improvements. The estimated current-year expenditures from the Gen-
eral Fund for these purposes are $32.6 million and $20.1 million, respectively.

For DWR, the budget proposes 29 percent less in expenditures for
2002-03, compared to the estimated current-year level. The reduction in-
cludes a decrease of about (1) $2.5 billion for energy purchases on behalf
of IOUs and (2) $62 million for various projects and programs funded
with Proposition 13 bond funds. The reduction in DWR’s General Fund
expenditures largely reflects decreased expenditures for flood control. Spe-
cifically, the budget eliminates the one-time expenditure of $44 million
that occurs in the current year to pay the state share of costs of local flood
projects. The budget also requests $41 million less from the General Fund
for state flood control projects.

For the Secretary for Resources, the budget proposes total expendi-
tures of $168.6 million—about 26 percent less than current-year expendi-
tures. This reduction largely reflects a decrease in expenditures from
Proposition 12 bond money for river parkway and other park projects.

For CDFFP, the budget proposes 22 percent less in expenditures for
2002-03, compared to the estimated current-year level. Most of the reduc-
tion is proposed to come from the General Fund. Specifically, the budget
eliminates funding from the General Fund for emergency fire suppres-
sion, although estimated 2001-02 expenditures from the General Fund
for this purpose are $100 million.

Although not shown in the figure, the budget proposes a significant
reduction in expenditures ($314.9 million, or about 85 percent) for the
Wildlife Conservation Board. While much of this reduction reflects the
elimination of $225.6 million of Proposition 12 funding for habitat acqui-
sition and development, the budget also proposes a significant reduction
from the General Fund. Specifically, the budget proposes $21.3 million
from the General Fund for habitat acquisition and development—a re-
duction of $56 million from estimated expenditures in the current year.

In contrast, the budget proposes relatively minor reductions in de-
partmental expenditures for both DFG and DOC in 2002-03.

Spending for Environmental Protection Programs. As Figure 3  (see
next page) shows, the budget proposes decreases throughout environ-
mental protection programs. In particular, expenditures of the Depart-
ment of Toxic Substances  Control (DTSC) are proposed to decrease by
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Figure 3 

Environmental Protection Budget Summary 
Selected Funding Sources 

(Dollars in Millions) 

Change From 2001-02 

 Department/Board 
 Actual 
2000-01 

 Estimated  
2001-02 

 Proposed 
2002-03 Amount Percent 

Air Resources      
General Fund $195.1 $68.9 $31.0 -$37.9 -55.0% 
Motor Vehicle Account 73.4 94.9 64.0 -30.9 -32.6 
Other funds 31.2 55.8 38.6 -17.2 -30.8 
 Totals $299.7 $219.6 $133.6 -$86.0 -39.2% 

Waste Management      
Integrated Waste Account $40.9 $42.1 $43.1 $1.0 2.4% 
Used Oil Recycling Fund 35.4 28.1 27.5 -0.6 -2.1 
Other funds 28.7 54.2 46.6 -7.6 -14.0 
 Totals $105.0 $124.4 $117.2 -$7.2 -5.8% 

Pesticide Regulation      
General Fund $16.9 $17.4 $17.0 -$0.4 -2.3% 
Pesticide Regulation Fund 39.6 42.3 39.6 -2.7 -6.4 
Other funds 3.5 3.3 3.1 -0.2 -6.1 
 Totals $60.0 $63.0 $59.7 -$3.3 -5.2% 

Water Resources Control      
General Fund $100.1 $109.7 $87.3 -$22.4 -20.4% 
Underground Tank Cleanup 229.9 226.8 249.4 22.6 10.2 
Waste Discharge Fund 15.2 17.5 32.2 14.7 84.0 
Other funds 205.5 704.2 294.7 -409.5 -58.2 
 Totals $550.7 $1,058.2 $663.6 -$394.6 -37.3% 

Toxic Substances Control      
General Fund $127.7 $189.1 $31.4 -$157.7 -83.4% 
Hazardous Waste Control 35.2 35.8 41.9 6.1 17.0 
Toxic Substances Control 24.7 32.2 40.3 8.1 25.2 
Other funds -44.3 51.5 42.7 -8.8 -17.1 
 Totals $143.3 $308.6 $156.3 -$152.3 -49.4% 

Environmental Health Hazard Assessment       
General Fund $11.8 $15.2 $13.6 -$1.6 -10.5% 
Other funds 2.8 3.1 3.2 0.1 3.2 
 Totals $14.6 $18.3 $16.8 -$1.5 -8.2% 
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$152.3 million, or 49 percent, from the current-year level. This decrease,
however, largely reflects the elimination of two major one-time expendi-
tures from the General Fund that occur in the current year, namely (1)
$115 million to settle hazardous waste-related litigation against the state
and (2) $21 million to repay a loan made from the Superfund Bond Trust
Fund.

The budget also proposes to decrease expenditures for the Air Re-
sources Board (ARB) significantly by $86 million, or about 39 percent,
compared to the current-year expenditure level. The decrease is largely
due to the elimination of one-time expenditures that occur in the current
year totaling $67.6 million—including (1) $33.6 million (mainly General
Fund) for the Energy Crisis/Environmental Justice Air Emissions Pro-
gram and (2) $20 million (Motor Vehicle Account) for zero-emission vehicle
incentives. (Since the budget was introduced in January, the Legislature
approved an increase of $14.1 million for the Energy Crisis/Environmen-
tal Justice program in the current year.)

For the State Water Resources Control Board (SWRCB), the budget
proposes a decrease of $394.6 million, or 37 percent, from estimated cur-
rent-year expenditures. Most of this reduction reflects a decrease of
$403.2 million of bond-funded expenditures, mainly for local water qual-
ity and water recycling projects. On the other hand, the board’s expendi-
tures from the fee-based Waste Discharge Permit Fund are proposed to
increase by 84 percent ($14.7 million) over the current-year level. This
reflects the budget’s proposal to shift funding for a significant portion of
the board’s permitting, inspection, and enforcement activities from the
General Fund to fees.

Finally, the budget proposes relatively minor expenditure reductions
for the California Integrated Waste Management Board, the Department
of Pesticide Regulation, and the Office of Environmental Health Hazard
Assessment.

MAJOR BUDGET CHANGES

Figures 4 and 5 present the major budget changes in resources and
environmental protection programs, respectively.

As Figure 4 (see next page) shows, the budget proposes a number of
changes in funding for activities in various resources departments related
to the CALFED Bay-Delta program. Specifically, of the total $519 million
of state funds proposed for CALFED, $101.5 million is to come from Propo-
sition 40—the resources bond on the March 2002 ballot. Proposition 40
bond funds are proposed for a number of CALFED programs, including
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Figure 4 

Resources Programs 
Proposed Major Changes for 2002-03 

 Requested: $168.6 million   
 

Resources Secretary 
Decrease: $58.6 million (-25.8%)  

 + $10 million from Proposition 40 for CALFED river parkway projects  

   

 – $15.2 million (Proposition 204) for CALFED ecosystem restoration  

 – $38 million in Proposition 12 funded park projects  

 Requested: $551 million   

 
Forestry and Fire  

Protection Decrease: $151.1 million (-21.5%)  

 – $55 million base funding for emergency fire suppression  

 Requested: $257 million   
 

Fish and Game 
Decrease: $20.1 million (-7.3%)  

 – $2.1 million for project review under the California Environmental  
Quality Act 

 

 Requested: $374.5 million   
 

Parks and Recreation 
Decrease: $1,089.9 million (-74.4%)  

 – $907.4 million in Proposition 12 funded park projects  

 Requested: $6,451.6 million   

 
Water Resources 

Decrease: $2,630.7 million (-29%)  

 + $51.5 million from Proposition 40 for various CALFED activities  

 + $14.2 million (Proposition 13) for CALFED conveyance program  

   

 – $2.5 billion for energy purchases on behalf of investor-owned  
utilities 

 

 – $19.7 million in General Fund CALFED activities  
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(1) $10 million for the Secretary for Resources for river parkway projects
and (2) $51.5 million for DWR for the CALFED watershed, water quality,
and ecosystem restoration programs. The budget also proposes (1) a de-
crease of $15.2 million in Proposition 204 bond funds for the Secretary for
Resources for CALFED ecosystem restoration, (2) an increase of $14.2 mil-
lion (Proposition 13 bond funds) for DWR for CALFED conveyance, and
(3) a decrease of $19.7 million from the General Fund for DWR for vari-
ous CALFED programs and projects.

For CDFFP, the budget proposes to eliminate the $55 million of
baseline funding from the General Fund for emergency fire suppression.

For DPR, the budget proposes significantly less expenditures in
2002-03 for state and local park acquisition and development. This re-
duction largely reflects the near depletion of Proposition 12 bond funds
for this purpose.

For DWR, the budget proposes significantly reduced expenditures
from the Electric Power Fund (funded by ratepayers) for energy purchases
made by DWR on behalf of IOUs. This reduction assumes that the de-
partment will cease to purchase power on the spot market at the end of
2002. The budget also proposes no funding from the General Fund for the
state share of costs of local flood control projects. This is a substantial
change from the one-time expenditures of $44 million for this purpose
that occurred in the current year.

Regarding environmental protection programs, Figure 5 (see next
page) shows that the budget proposes both augmentations and reduc-
tions, although total spending will decrease in all departments. Specifi-
cally, the budget proposes reductions totaling about $15 million for vari-
ous ARB programs, including a $5 million reduction in assistance to local
air districts.

For SWRCB, the budget proposes a one-time increase of $22.4 mil-
lion in payments to underground storage tank owners and operators for
the cleanup of leaking tanks. The budget also proposes an increase of
$4.3 million to improve information management, including the tracking
of water quality violations and enforcement actions. The budget also re-
flects a reduction of $403.2 million in bond funds for local water quality
and water recycling projects.

In addition, the budget proposes a number of increases for DTSC
funded by special funds, including $2.2 million for various hazardous
waste management programs and $9.3 million (mainly one-time) for fa-
cility operations, equipment, and vehicles.
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Figure 5 

Environmental Protection Programs 
Proposed Major Changes for 2002-03 

 Requested: $133.6 million   

 
Air Resources Board 

Decrease: $86 million (-39.2%)  

 – $67.6 million for various one-time expenditures in the current year  

 – $5.5 million for various mobile source programs  

 – $5 million for subventions to local air districts  

 – $4.4 million for various stationary source programs  

 Requested: $663.6 million   

 
Water Resources  

Control Board Decrease: $394.6 million (-37.3%)  

 + $22.4 million to tank owners for tank clean-up  

 + $15 million from increased fees to replace General Fund support in 
core regulatory program 

 

 + $4.3 million for information management  

   

 – $403.2 million in bond-funded local water projects  

 Requested: $156.3 million   

 
Toxic Substances Control 

Decrease: $152.3 million (-49.4%)  

 + $9.3 million for facility operations, equipment, and vehicles  

 + $2.2 million for various hazardous waste management programs  

   

 – $135.8 million for two major one-time expenditures in current year  
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CROSSCUTTING
ISSUES

Resources

CALFED BAY-DELTA PROGRAM

The CALFED Bay-Delta Program, a consortium of 11 state and 13 federal
agencies, was created to address a number of interrelated water problems in
the state’s Bay-Delta region. Program implementation began in September
2000. Over a seven-year period, the program is estimated to cost $8.5 billion.

The 2002-03 budget proposes $519 million in state funds for CALFED.
We raise a number of policy, fiscal, and programmatic issues for the
Legislature to consider.

CALFED Created to Address Bay-Delta Water Problems
The CALFED Bay-Delta Program. Pursuant to a federal-state accord

signed in 1994, the CALFED Bay-Delta Program (CALFED) was admin-
istratively created as a consortium of state and federal agencies that have
regulatory authority over water and resource management responsibili-
ties in the Bay-Delta region. CALFED now encompasses 11 state and 13
federal agencies. The objectives of the program are to:

• Provide good water quality for all uses.

• Improve fish and wildlife habitat.

• Reduce the gap between water supplies and projected demand.

• Reduce the risks of deteriorating levees.

After five years of planning, CALFED began to implement programs
and construct projects in 2000. The program’s implementation—which is
anticipated to last 30 years—is guided by the “Record of Decision” (ROD).
The ROD represents the approval by the lead CALFED agencies of the
final environmental review documents for the CALFED “plan.” Among
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other things, the ROD lays out the roles and responsibilities of each par-
ticipating agency, sets goals for the program and types of projects to be
pursued, and includes an estimate of the program’s costs for its first seven
years. In the ROD, these costs are projected to total $8.5 billion for the
program’s first seven years (2000-01 through 2006-07). According to CALFED,
this cost estimate which was developed in 2000 has not been updated.

The ROD also includes a schedule that allocates responsibility for
paying the $8.5 billion of projected costs among federal ($2.4 billion), state
($2.5 billion), and local/private ($2.6 billion) sources. (About $930 mil-
lion of program costs have yet to be allocated among funding sources.)
The proposed cost-sharing is rather arbitrary, and in most cases reflects
simply a 50-50 split between state and federal sources or a 33-33-33 split
among federal, state, and local/private sources.

For more in-depth information on CALFED’s history, please refer to our
write-up beginning on page B-17 in the Analysis of the 2001-02 Budget Bill.

The Budget Proposal
The budget proposes $519 million in state funds for CALFED-related

programs in 2002-03, of which $59 million is from the General Fund and
the balance is mainly from bond funds. The largest expenditures are for
ecosystem restoration and water storage.

Figure 1 shows the breakdown of CALFED expenditures in the cur-
rent year and as proposed for 2002-03, among the program’s 11 elements.

Current-Year Expenditures. As shown in the figure, the budget esti-
mates CALFED-related expenditures from state funds of about $557 mil-
lion in 2001-02. Of this amount, about $57 million is from the General
Fund, with the balance mainly from Proposition 13 ($227 million) and
Proposition 204 ($179 million) bond funds.

For the current year, the largest state expenditures are in the ecosys-
tem restoration ($165 million), water use efficiency ($120 million), and
water storage ($116 million) programs. A majority of the ecosystem res-
toration expenditures is funded by Proposition 204 funds that became
available with the signing of the ROD. A majority of the water use effi-
ciency and water storage expenditures is for water recycling and local
groundwater projects funded by various bond funds.

Budget Proposes $519 Million of State Funds for 2002-03. As shown
in Figure 1, the budget proposes $519 million of state funds for various
departments to carry out CALFED in 2002-03, a decrease of about $38 mil-
lion (7 percent) from the current year. Of this amount, $59 million is pro-
posed from the General Fund, with the balance mainly from three bond
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Figure 1 

CALFED Expendituresa 

(In Millions) 

Expenditures by Program Elements 2001-02 
Proposed 
2002-03 

Ecosystem restoration $165.1 $207.5 
Environmental Water Account 35.5 29.2 
Water use efficiency 120.4 29.2 
Water transfers 0.8 0.8 
Watershed management 17.7 35.3 
Drinking water quality 15.7 36.2 
Levees 13.8 8.7 
Water storage 116.1 103.4 
Water conveyance 51.4 47.9 
Science 13.5 14.2 
CALFED program management 7.1 6.9 
 Total CALFED expenditures $557.1 $519.3 

Expenditures by Department   

Water Resources $263.2 $285.9 
Secretary for Resources 169.7 163.3 
Wildlife Conservation Board 2.0 30.0 
State Water Resources Control Board 113.0 23.5 
State Coastal Conservancy — 10.0 
Fish and Game 7.3 6.0 
Forestry and Fire Protection 1.5 0.4 
Conservation 0.1 0.1 
San Francisco Bay Conservation  

And Development Commission 0.2 0.1 
State Lands Commission 0.1 — 
 Total CALFED expenditures $557.1 $519.3 

Expenditures by Fund Source   

Proposition 13 $226.8 $161.2 
Proposition 204 179.5 154.7 

Proposition 40b — 101.1 
General Fund 57.4 58.9 
Other state funds 93.4 43.4 
 Total CALFED expenditures $557.1 $519.3 
a State funds only. 
b To be voted on at the March 2002 election. 
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funds—Proposition 13 ($161 million), Proposition 204 ($155 million), and the
yet-to-be-approved Proposition 40 ($101 million) on the March 2002 ballot.

As Figure 1 indicates, CALFED expenditures are spread among ten
state agencies. The largest expenditures are found in the Department of
Water Resources (DWR) ($286 million) and the Secretary for Resources
($163 million). (The funding to the secretary—mainly for ecosystem res-
toration—will be disbursed to a number of state departments to adminis-
ter for specific projects.) As in the current year, the largest state expendi-
tures are proposed for ecosystem restoration ($208 million) and substan-
tial expenditures are proposed for water storage feasibility studies and
local groundwater projects ($103 million). However, the budget proposes
substantially lower expenditures for water use efficiency projects (such
as water recycling) in 2002-03. This reflects a significant reduction in avail-
able bond funds for these projects.

In the sections that follow, we raise a number of issues for the Legis-
lature to consider in its review of the Governor’s budget proposal for
CALFED. As discussed below, we think that the Legislature’s policy di-
rection to, and oversight of, CALFED is enhanced by having the relevant
policy and budget committees, in each house, jointly consider CALFED
budget proposals at oversight hearings.

Recommend Holding Joint Hearings
In order for the Legislature to effectively evaluate CALFED-related

budget proposals—which are spread through several state departments—
and provide appropriate policy direction to CALFED, we recommend that
the water and natural resources policy committees and budget
subcommittee, in each house, jointly consider CALFED budget proposals
as was done for the current-year’s budget.

CALFED’s Budget Encompasses Policy Choices. As was discussed in
our Analysis of the 2001-02 Budget Bill (see page B-23), there are trade-offs
inherent in CALFED’s plan (the ROD) and in its budget proposals that
require policy choices to be made. This is because all elements of CALFED
are interrelated and interdependent. For example, construction of a wa-
ter storage or flood control facility could negatively affect fish habitat.
Increasing the reliability of water supplies could reduce the incentive to
conserve water.

We think that it is important for the Legislature to be apprised of the
policy choices and funding priorities that are inherent in the Governor’s
budget proposal for CALFED. The Legislature will need this information
to evaluate whether these choices and priorities are consistent with those
of the Legislature, determine whether policy direction should be given to
CALFED, and determine the state’s funding contribution.
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Recommend Joint Policy/Budget Hearings. We think that the
Legislature’s current-year evaluation of the many individual CALFED-
related budget proposals was significantly enhanced by holding joint
policy and budget subcommittee hearings on CALFED. This gave the
Legislature a “big picture” view of CALFED that could be missing if the
budget proposals had been evaluated on a department-by-department
basis (nine departments have CALFED budget proposals this budget year).
We therefore recommend that the Legislature hold joint hearings of the
water and natural resources policy committees and budget subcommit-
tees, in each house, on CALFED. In the sections that follow, we raise a
number of issues for the Legislature to consider at these hearings.

CALFED Budget Proposal Based on Risky Assumptions
The budget proposal assumes the receipt of federal reimbursements

for CALFED in both the current and budget years, even though federal
reimbursements have not been forthcoming to date. In addition, the budget
assumes voter approval of the Proposition 40 resources bond on the
March 2002 ballot. We recommend that CALFED advise the Legislature
on the programmatic implications and the administration’s plans if
federal reimbursements and Proposition 40 bond funds fail to materialize.
We also recommend approval of proposed budget language that would
provide legislative oversight of CALFED expenditures.

The Federal Government Has Lagged Behind State in Funding
CALFED. As discussed above, CALFED has allocated program costs of
$2.5 billion and $2.4 billion to the state and federal governments, respec-
tively, over a seven-year period. In providing its funding support, the
federal government could either spend directly on projects or provide
funding to the state as federal reimbursements.

While recognizing that CALFED has never anticipated that the state
and federal contributions would be roughly equal on a year-to-year basis,
our review nonetheless finds that the state has been contributing far more
to CALFED than the federal government. As Figure 2 (see next page)
shows, from 2000-01 (the first year of program implementation) through
the budget year, the state support for CALFED will total almost $1.5 bil-
lion. This contrasts with federal support of $170 million through the cur-
rent year. For the most part, the federal contribution has been in the form
of direct federal spending for CALFED, as opposed to federal reimburse-
ments that are passed through the state budget. Although the federal to-
tal does not include funding that may become available in the 2003 fed-
eral fiscal year (covering the period October 2002 through September 2003),
experience would indicate that this contribution is highly uncertain.



B - 22 Resources

2002-03 Analysis

Figure 2 

CALFED  
State Versus Federal Funding 

(In Millions) 

Fiscal Year 
State 

Contribution 
Federal 

Contribution 

2000-01 $382.0 $59.7 
2001-02 557.1 110.3a 
2002-03 519.3b —c 

 Totals $1,458.4 $170.0 
a To date in the current year, all federal expenditures reflect direct 

spending as opposed to federal reimbursements passed through  
the state budget.  

b As proposed by Governor’s budget. 
c Unknown at this time. 

Budget Assumes Receipt of Federal Reimbursements. The budget as-
sumes the receipt of $55 million of federal reimbursements by the state
for CALFED in 2001-02 and proposes a like amount of federal reimburse-
ments for the budget year. (These federal reimbursements are in addition
to any direct federal spending for CALFED that does not pass through
the state budget.) However, at the time this analysis was prepared, no
federal funding had been made available as reimbursements to the state
for the current year. Therefore, the likelihood of the state receiving this
type of federal funding in the budget year is highly uncertain.

 The impact of a lack (or reduced level) of federal funds would vary
by program element. For elements that assume a large amount of federal
reimbursements in the current and/or budget years, a lack of federal funds
would have a major impact on the ability to complete planned activities.
For both the current and budget years, federal reimbursements are bud-
geted mainly in two program elements—science and program oversight/
coordination. For example, of the $34.3 million proposed for the CALFED
science program in 2002-03, $20.2 million (59 percent) is budgeted to come
from federal reimbursements.

Budget Assumes Voter Approval of Proposition 40. The budget pro-
posal for CALFED also assumes that voters will approve Proposition 40—
the $2.6 billion resources bond on the March 2002 ballot. Specifically, the
budget proposes about $101 million from Proposition 40 bond funds in
2002-03 for various CALFED programs. Figure 3 shows the allocation of
the Proposition 40 funds among CALFED programs.
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Figure 3 

Proposed 2002-03 CALFED Expenditures 
From Proposition 40a 

(In Millions) 

CALFED Program Element 
 

Expenditures 

Percentage of  
Element Funded by 

Proposition 40 

Watershed management $20.6 58% 
 DWR (20.6)  
Drinking water quality $20.5 57% 
 DWR (20.5)  
Ecosystem Restoration $60.0 29% 
 Wildlife Conservation Board (30.0)  
 DWR (10.0)  
 Secretary for Resources (10.0)  
 State Coastal Conservancy (10.0)  

  Total expenditures $101.1  
a To be voted on at the March 2002 election. 

As indicated in Figure 3, the budget proposes to fund a substantial
portion of three CALFED programs from Proposition 40 bond funds. In
particular, the budget proposes to fund 58 percent and 57 percent of the
watershed and drinking water quality programs, respectively, from these
bond funds.

Legislature Should Evaluate State’s Options if Federal and Bond
Funds Do Not Materialize. It is important that the Legislature be informed
of the programmatic implications if federal reimbursements and Propo-
sition 40 bond funds do not materialize as assumed by the budget. The
Legislature should also be informed of CALFED’s expenditure priorities
if a lack (or reduced level) of these funds necessitates a redistribution of
state funds among the program elements as proposed in the Governor’s
budget. To the extent that those priorities do not match with the
Legislature’s priorities, the Legislature should provide clear direction to
guide the redistribution of funds.

Although the status of Proposition 40 will be known by the time of bud-
get hearings, the status of federal support for CALFED in the budget year
(both direct spending and reimbursements to the state) will not. The CALFED
has stated that to the extent funding is not received as planned, there may be
a need to reevaluate the state’s budget proposal and adjust the allocation of
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expenditures among the program’s 11 elements. This is because CALFED’s
budget is built on the principle that activities in each of the program’s 11
elements should progress year-by-year in a “balanced” fashion.

Recommend Approval of Budget Language. In order to facilitate leg-
islative oversight of changes that CALFED might make to its budget
(namely, transferring expenditures among the 11 program elements) after
approval of the budget act, the Legislature adopted budget language in
the current-year budget act requiring that it be notified of and given jus-
tification for such changes. The Governor’s budget proposes to continue
to include this language in the 2002-03 Budget Act (Control Section 5.40).
We recommend approval of this budget language.

Environmental Water Account:
Heightened Need for Legislative Direction and Oversight

We recommend that the Legislature address a number of policy,
program management, and funding issues raised by CALFED’s
Environmental Water Account (EWA) program before funding is provided
for the budget year. We therefore recommend that funding be deleted from
the budget bill and instead be put in legislation authorizing EWA. (Reduce
Item 0540-001-0546 by $28,233,000; Item 3600-001-0001 by $160,000; and
Item 3860-001-0001 by $786,000.)

The budget proposes $29.2 million (mainly Proposition 204 funds) for
the EWA program in 2002-03. Of this amount, about $29 million is for
DWR (about $28.2 million of which is transferred from the Secretary for
Resources) and $160,000 is for the Department of Fish and Game. For the
current year, the budget estimates expenditures of $35.5 million for EWA.

The EWA Is a New Concept. The EWA is a new concept, the imple-
mentation of which began in 2001. Basically, EWA involves the state buy-
ing water to hold in reserve to release when needed for fish protection.
The program’s objectives are twofold: (1) to minimize reductions in wa-
ter deliveries from the state and federal water projects (or to compensate
water users for such reductions) due to endangered species requirements
and (2) to enhance endangered species protection and recovery. The
CALFED estimates costs of $200 million for EWA over its initial four years
of implementation.

The EWA Raises Policy Issues. In our January 2001 report, Environ-
mental Water Account: Need for Legislative Definition and Oversight, we raised
a number of policy and implementation issues for the Legislature to con-
sider regarding EWA before the program proceeds. Most fundamentally,
before proceeding further, we think that Legislature should “sign off” on
the concept of EWA (after considering the program’s costs, benefits, and
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impacts) and determine the appropriate state role in EWA, particularly in
terms of funding. We think that water users should pay for at least some
of the program’s costs because they clearly benefit from EWA to the ex-
tent that it makes water supplies more reliable. Additionally, we think
that the Legislature should consider operational issues for EWA, includ-
ing governance, scientific review, and acquisition and use of water.

Need for Clear Accounting of EWA Activities and Impacts. At an over-
sight hearing on EWA last year, a number of stakeholders expressed the
importance of having a clear accounting of the activities and impacts of
an operational EWA. Since EWA is a new, untested concept, we think that
it is important for the Legislature to have good information to assess
whether the program is working as intended and meeting its goals. Spe-
cifically, at a minimum, there should be a clear accounting of:

• The amount, source, and cost of water acquired for EWA.

• The movement and use of the acquired water.

• The impact of EWA on (1) endangered species protection and re-
covery and (2) preventing additional endangered species-related
restrictions that would have otherwise resulted in reduced water
deliveries from state and federal water projects.

Recommend Enactment of Legislation. If the Legislature approves
the concept of EWA, we think that legislation should be enacted to create
the program and to specify how the program will be governed, funded,
operated, and held accountable to the Legislature. The current version of
SB 727 (Costa), introduced in 2001, would create and define EWA and
require an accounting to the Legislature of its activities. Pending resolu-
tion in legislation of the issues discussed above, we recommend that
$29.2 million for EWA be deleted from the budget bill.

General Fund Savings Potential in
CALFED’s Water Use Efficiency Program

The budget proposes $29.2 million of state funds, including
$8.4 million from the General Fund, for CALFED’s water use efficiency
program. We think that the General Fund support could be reduced by
$3.9 million, which would leave $25.3 million for the water use efficiency
program to make progress in promoting water use efficiency through
projects and technical assistance. (Reduce Item 3860-001-0001 by
$3.9 Million.)

CALFED’s Water Use Efficiency Program. The goal of CALFED’s
water use efficiency program is to accelerate the implementation of cost-
effective actions to conserve and recycle water throughout the state. Fund-
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ing in the program is used for water conservation loans and grants, water
recycling grants, research, and to provide technical assistance and certify
urban “best management practices.”

CALFED Budget Proposal. The budget proposes a total of $29.2 mil-
lion of state funds, of which $8.4 million is from the General Fund, for
CALFED’s water use efficiency program. The General Fund amount con-
tains $3.9 million for a new “water and energy use efficiency” program in
DWR that began in 2001-02. A majority of the $3.9 million is for contracts
to provide technical assistance and increase public awareness on mea-
sures that improve water and energy efficiency.

Budget Proposes Substantial Expenditures to Promote Water Use
Efficiency. In addition to CALFED’s water use efficiency program, the
Governor’s budget proposes substantial expenditures exceeding $160 mil-
lion to promote water use efficiency in other programs’ budgets. For ex-
ample, the budget proposes $143 million of bond funds for DWR’s water
conservation loan program. In addition, the budget includes about $18 mil-
lion for the State Water Resources Control Board to award loans and grants
for water recycling projects. Much of these two sets of expenditures would
be for projects in the same geographic area covered by the CALFED pro-
gram. In addition, as a consequence of promoting water use efficiency,
many of these expenditures would also promote energy use efficiency.

Recommend Reduced Level of General Fund Support. In light of the
budget’s total proposed investment to promote water and energy use ef-
ficiency, we think that the $3.9 million for a new water and energy use
efficiency program that began in 2001-02 could be eliminated in the bud-
get year without undue harm to the CALFED’s program’s goals. We there-
fore recommend deletion of $3.9 million from the General Fund under
DWR’s budget.
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FUND CONDITIONS FOR
RESOURCES PROGRAMS

The state uses a variety of special and bond funds to support the de-
partments, conservancies, boards, and programs that regulate and man-
age the state’s natural resources. Of the $2.7 billion in state-funded ex-
penditures for resources programs proposed for 2002-03, about $1.1 bil-
lion (40 percent) would be from special funds, and $628 million (23 per-
cent) from bond funds. The remainder—$993 million—would be from the
General Fund.

In this section, we provide a status report on selected special funds
and bond funds supporting these programs. In general, the use of these
special and bond funds is specified in statute. Some funds can be used for
a wide variety of programs and activities, while the use of other funds is
more limited. For purposes of this review, we divided the funds into three
categories: (1) resources special funds, (2) park-related bond funds, and
(3) bond funds for water programs. We conclude with a recommendation
to provide the Legislature with better information on expenditures and
fund balances of existing and future bond funds.

Resources Special Funds
The budget proposes to spend most of the special funds projected to

be available in 2002-03 for resources protection. If the Governor’s spending
proposals are approved, it will leave about $21 million for legislative
priorities. However, the use of most of these remaining funds is statutorily
restricted to specific purposes.

Figure 1 (see next page) summarizes the total resources available in
2002-03 for selected special funds, the Governor’s proposed expenditures
from these funds, and the balances available after the Governor’s pro-
posed expenditures. Approval of the Governor’s spending proposals
would leave $20.8 million available for legislative priorities. This amount
would be even less if the Legislature wishes to maintain some level of
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reserves in the accounts to meet contingencies such as revenue shortfalls
or unanticipated expenditures. Furthermore, most of the remaining funds
can only be used for specific purposes, as required by statute. For in-
stance, about $5.1 million of the projected balance in the Fish and Game
Preservation Fund (FGPF) is dedicated statutorily and can only be used
for activities related to certain species. As a result, the Legislature’s flex-
ibility in expending these funds for resources projects is limited.

Figure 1 

Resources Programs 
Selected Special Funds  

(In Millions) 

  2002-03 

Special Funds 
2001-02  

Expenditures Resources Expenditures Balance 

Environmental License 
Plate Fund $26.4 $33.7 $24.1 $9.6  

Public Resources Account 17.8 21.8 18.5 3.3 
Habitat Conservation Fund 39.7 9.2a 8.8 0.4 
Fish and Game Preservation Fund 
 Dedicated 15.7 20.7 15.6 5.1 
 Nondedicated 76.1 74.5 73.5 1.0 
Forest Resources  

Improvement Fund 12.6 14.8 14.8 — 
State Parks and  

Recreation Fund 57.3 73.0 73.0 — 

Salmon and Steelhead Trout 
Restoration Account 8.0 — — — 

Marine Life and Reserve  
Management Account 2.2 — — — 

State Parks System  
Deferred Maintenance 
Account — — — — 

Natural Resources  
Infrastructure Fund 17.0 1.4 — 1.4 

  Totals $272.8 $249.1 $228.3 $20.8 

a Net of transfer of $21.3 million from the General Fund. 
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Below we discuss in greater detail the funds shown in Figure 1.

Environmental License Plate Fund (ELPF). The ELPF derives its fund-
ing from the sale of personalized motor vehicle license plates by the De-
partment of Motor Vehicles. Funds from ELPF can be used for the follow-
ing purposes:

• Control and abatement of air pollution.

• Acquisition, preservation, and restoration of natural areas and
ecological reserves.

• Environmental education.

• Protection of nongame species and threatened and endangered
plants and animals.

• Protection, enhancement, and restoration of fish and wildlife habi-
tat, and related water quality.

• Purchase of real property, consisting of sensitive natural areas,
for the state, local, or regional park systems.

• Reduction of the effect of soil erosion and discharge of sediments
into the water of the Lake Tahoe region.

The budget proposes expenditures totaling $24.1 million from ELPF,
a decrease of about $2.2 million (9 percent) below estimated current-year
spending. The decrease is the result of lower capital outlay expenditures
by the California Tahoe Conservancy and lower ELPF support for the
California Department of Forestry and Fire Protection (CDFFP). Almost
all of the proposed ELPF expenditures in 2002-03 would be for depart-
mental support purposes, the largest being $16.7 million for support of
Department of Fish and Game (DFG). Only $967,000 would be for local
assistance. The proposed ELPF expenditures will leave a balance of
$9.6 million at the end of 2002-03.

Public Resources Account, Cigarette and Tobacco Products Surtax
Fund (PRA). The PRA receives 5 percent of the Cigarette and Tobacco
Products Surtax Fund (C&T Fund) revenues. Generally, PRA funds must
be used in equal amounts for (1) park and recreation programs at the
state or local level and (2) habitat programs and projects.

The budget projects $21.8 million in PRA resources in 2002-03 and
proposes total expenditures from PRA of $18.5 million—$0.8 million
higher than the estimated current-year expenditure level. Almost all pro-
posed expenditures would be for departmental support purposes. About
73 percent ($13.7 million) of the proposed expenditures would be used to
support the Department of Parks and Recreation (DPR), 10 percent ($2 mil-
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lion) would support the operations of the State Water Resources Control
Board, and 8 percent ($1.6 million) would support DFG.

The budget proposes a reserve of $3.3 million in PRA at the end of
2002-03.

Habitat Conservation Fund (HCF). The HCF was created by Proposi-
tion 117, the California Wildlife Protection Act of 1990. The proposition
requires that the fund receive annual revenues of $30 million primarily
for wildlife habitat acquisitions and improvements. To provide this fund-
ing level, Proposition 117 requires transfers of (1) 10 percent of funds from
the Unallocated Account, C&T Fund, and (2) additional funds from the Gen-
eral Fund in order to provide a total of $30 million. Proposition 117 allows
the Legislature to substitute other appropriate funds for the General Fund.

For 2002-03, the budget proposes to transfer $8.6 million from the
Unallocated Account, C&T Fund, and $21.3 million from the General Fund
to HCF. These transfers, together with carryover balances, would fund
proposed expenditures of $30.1 million, leaving a balance of $0.4 million
at the end of the budget year.

Fish and Game Preservation Fund. The FGPF derives most of its rev-
enues from fishing and hunting licenses, tags, and permits. Money in FGPF
is used to support DFG activities to protect and preserve fish and wild-
life, including the acquisition and construction of projects for these pur-
poses. Certain revenues in the fund are restricted (or dedicated) to be
used for specific purposes or species. For instance, revenues from hunt-
ing or fishing stamps for particular species can be used only for activities
related to the protection of those species. The costs of commercial fishing
programs are to be paid solely out of revenues from commercial fishing
taxes and license fees.

For 2002-03, the budget proposes total FGPF expenditures of $89 mil-
lion, almost entirely for the support of DFG. This amount is $2.7 million
(2 percent) less than estimated current-year expenditures. Of the budget-
year amount, $73.5 million is proposed to be spent from nondedicated
funds and the remaining $15.6 million from dedicated revenues.

With the proposed expenditures, the budget projects a reserve of
$6.1 million in FGPF for 2002-03, of which $1 million is expected to be in
nondedicated funds.

Forest Resources Improvement Fund. Revenues generated from tim-
ber harvesting in state forests are deposited into the Forest Resources
Improvement Fund (FRIF). Most of this revenue is generated from Jack-
son State Demonstration Forest. Funds for FRIF can be used for the fol-
lowing purposes:
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• Forest improvement programs.

• Urban forestry programs.

• Wood energy programs.

• Reimbursing the General Fund for the operation of state demon-
stration forests.

• Regulation of forest practices.

• Support of state nurseries.

• Forest pest research and management.

Figure 2 shows the proposed 2002-03 expenditures for FRIF in the
budget.

Figure 2 

Forest Resources Improvement Fund 
2002-03 Expenditures 

(In Millions) 

Program Amount 

State forest management and  
stewardship $5.3 

California Forest Improvement program 2.5 
State nurseries 1.8 
Forest pest management 1.5 
Forest and Rangeland Assessment  

program 1.3 
North Coast Watershed Assessment 0.9 
State forest research 0.7 
Urban forestry 0.5 
Watershed restoration 0.3 

 Total $14.8 

The current revenue projection for FRIF is uncertain due to pending
litigation which has forced the halt of timber harvesting on Jackson State
Demonstration Forest, the primary revenue source for FRIF. The depart-
ment anticipates it will begin harvesting in July 2002. In order for the
department to resume harvesting, however, a number of conditions must
be met. These include: (1) lifting the present injunction prohibiting har-
vesting in the Jackson State Demonstration Forest, (2) completing a man-
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agement plan for Jackson State Forest by CDFFP, (3) completing the envi-
ronmental review process for the plan, and (4) approval of the plan by
Board of Forestry.

State Parks and Recreation Fund (SPRF). The SPRF is the main spe-
cial fund source that supports DPR. The fund generates most of its rev-
enues from state beach and park service fees. For 2002-03, the budget
projects SPRF resources of $73 million, including $29 million from state
beach and park service fees collected in 2002-03. The amount of resources
available reflects a proposed transfer of $19.8 million from SPRF to the
General Fund.

The budget proposes to use $73 million for DPR support, thereby leav-
ing no balance at year-end.

Budget Proposes Major Changes
To Tidelands Revenue Distribution

The budget proposes eliminating the current statutory requirements
for distributing tidelands oil revenues to various special funds to fund
resource activities. In addition, the recent downturn in oil prices suggests
the tidelands revenues in 2002-03 will likely be lower than projected in
the Governor’s budget. We recommend that the State Lands Commission
provide an updated estimate on tidelands revenues at budget hearings.

Tidelands Oil Revenues Fund Various Special Funds. The state re-
ceives a portion of the revenue derived from oil, gas, and other minerals
extracted from the state’s tidelands. The amount of state revenue from
tideland oil leases is based primarily on the net profit received by oil pro-
ducers leasing state tidelands. Figure 3 shows the Governor’s proposed
distribution of tidelands revenues—relative to current law requirements.

Current law requires that after specified amounts are deposited in
the Housing Trust Fund and in the General Fund mainly to support the
State Lands Commission (SLC), the remaining tidelands revenues are
deposited into the Resources Trust Fund (RTF) created by Chapter 293,
Statutes of 1997 (SB 271, Thompson). The RTF in turn funds the following
accounts that support various resource programs.

• The first $8 million is to be deposited in the Salmon and Steel-
head Trout Restoration Account (created by Chapter 293) for ex-
penditures by DFG for the recovery of salmon and steelhead trout.

• The next $2.2 million is to go to the Marine Life and Marine Re-
serve Management Account (created by Chapter 326, Statutes of
1998 [AB 2784, Strom-Martin]) for expenditure by DFG for ma-
rine life management.
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Figure 3

Governor's Distribution of Tidelands Money

$56a

$0

$0

$0

$0

$0 $0

$12

(In Millions)

a

  General Fund for other unspecified purposes.
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Natural Resources
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Commission

Additionally, the Governor's budget purposes to transfer $44 million of this amount to the 



B - 34 Resources

2002-03 Analysis

• The next $10 million is to be deposited in the State Parks Deferred
Maintenance Account (also created by Chapter 326) for expendi-
ture by DPR for deferred maintenance expenses.

• Finally, any remaining RTF money is then to be deposited in the
Natural Resources Infrastructure Fund (NRIF). Chapter 293 iden-
tified four priorities for the use of NRIF: (1) environmental re-
view and monitoring by DFG, (2) Natural Community Conser-
vation Plan acquisitions, (3) HCF funding requirements, and
(4) nonpoint source pollution control programs. Funds not appro-
priated to these priorities will be available to be spent generally on
natural and recreational resources.

Tidelands Oil Revenue Is Difficult To Project. The amount of state
revenue from tidelands oil leases is based primarily on the net profit re-
ceived by oil producers leasing state tidelands. It is difficult to project the
revenue from tidelands oil leases, because historically this revenue has
been subject to large fluctuations for a number of reasons. A major con-
tributor to this volatility is the instability of oil prices as well as fluctuat-
ing costs of production that figure into net profits of oil producers.

Budget Proposes Major Changes To Tidelands Oil Distribution. The
budget projects that tidelands revenues to the state will be about $56 mil-
lion in 2002-03. The budget proposes to transfer $12 million of these funds
to the General Fund mainly for support of SLC. However, the budget
proposes no funding from tidelands revenues for the Housing Trust Fund
or for RTF and all of its subaccounts. Instead, as shown in Figure 4, the
budget proposes using a combination of General Fund and bond funds to
fund activities currently funded by the RTF, with the exception of NRIF,
which is proposed to receive no funding.

In lieu of allocating tidelands revenues to the various accounts under
RTF, the budget proposes to transfer the remaining funds to the General
Fund ($44 million). The Department of Finance reports it will request ur-
gency legislation to eliminate the current statutory requirements to fund
the various RTF accounts.

 Tidelands Revenues Will Likely Be Less Than Projected. Our review
of prior-year projections for tidelands revenues found that these revenues
are inherently uncertain. As a consequence, the projections in some years
have been overly optimistic. This is likely to be the case for 2002-03. Spe-
cifically, the budget’s projections for tidelands revenues in 2002-03 were
made this past September, according to SLC. The budget assumed that
the oil price prevailing in September—about $20 per barrel—would hold
for the budget year. However, oil prices sharply decreased since Septem-
ber (oil prices averaged $13 per barrel in December). In light of the subse-
quent reduction in tidelands oil revenue in the current year, the budget’s
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current-year revenue estimates and budget-year revenue projections are
both likely to require downward adjustments.

Figure 4 

Governor’s Proposal to Fund Activities 
Currently Funded from Tidelands Revenues 

(In Millions) 

2002-03  

Resources Trust Funda 
2001-02 

Expenditures 
Proposed  

Fund Source Expenditures 

Salmon and Steelhead  
Restoration Account $8.0  Proposition 40b $8.0  

Marine Life and Marine Reserve 
Management Account 2.2 General Fund 2.2 

State Parks Deferred  
Maintenance Account 10.0 Proposition 40b 10.0 

Natural Resource Infrastructure 
Fundc 17.0  — — 

a Accounts within this fund funded from tidelands revenues in the current year. 
b Assumes passage of this measure at the March 2002 election. 
c Expenditures from this fund in 2001-02 are one time. 

At the time this analysis was written, SLC reported it was in the pro-
cess of revising the tidelands revenue projections for both the current and
budget years. We recommend that SLC provide an updated estimate of
tidelands revenues for the current and budget years at budget hearings.
To the extent that revised revenue estimates for the current year are be-
low those found in the budget, current-year expenditures from tidelands
revenues (including state park deferred maintenance and local park as-
sistance) may have to be further reduced. To the extent that the revised rev-
enue estimates are lower for the budget year, the proposed transfer of $44 mil-
lion of tidelands revenues to the General Fund may also have to be reduced.

Parks Bond
The budget proposes expenditures in 2002-03 of about $123 million

from the 2000 Parks Bond for park acquisitions, development,
improvement, and restoration. The proposed expenditures would leave a
balance of about $221 million. After netting out administrative costs and
set-asides for future obligations ($151 million), this leaves about
$70 million for new projects beyond the budget year.
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In March 2000, the voters approved Proposition 12 (the Safe Neigh-
borhood Parks, Clean Water, Clean Air, and Coastal Protection Bond Act),
which authorized $2.1 billion in bond funds for specified and unspeci-
fied parks projects and habitat acquisition. Proposition 12 allocates
$540 million to DPR for various state park development and improve-
ment projects, plus another $825 million to provide grants to local and
nonprofit agencies. The remaining $736 million is to be allocated to a
dozen other state departments for land acquisition and parks-related
projects.

The 2000-01 and 2001-02 budgets appropriated a total of $1.8 billion
of the bond funds across all the recipient departments. As shown in Fig-
ure 5, the budget proposes a total of $122.9 million to be expended by
these departments in 2002-03. This will leave a balance of $220.7 million.
The actual balance available for park projects, however, will be less. This
is because some funding has been set aside to provide for the completion
of existing projects, and to fund program support costs and the adminis-
tration of the bond. Netting out these administrative costs and set-asides
for future years, the funds remaining for new projects and grants beyond
2002-03 would be about $70.1 million. Most of this is for specified pur-
poses or programs.

Resources Bond on March Ballot
If adopted by voters, Proposition 40 on the March 2002 ballot would

provide $2.6 billion in new bond funds for various resources purposes
including parks. The budget proposes expenditures of about $119 million
from this bond measure, mainly for the CALFED Bay-Delta program.

Proposition 40 (the California Clean Water, Safe Neighborhood Parks,
Clean Air, and Coastal Protection Act of 2002) on the March 2002 ballot, if
adopted, would provide $2.6 billion to conserve natural resources (land,
air, and water), acquire and improve state and local parks, and preserve his-
torical and cultural resources. As shown in Figure 6 (see page 38), about
$1.3 billion would be used for land, air, and water conservation; $1 billion
for parks and recreation; and $267.5 million for historical and cultural re-
source preservation.

Budget Proposes $119 Million in Proposition 40 Expenditures. As shown
in Figure 7 (see page 38), the budget proposes about $119 million in expendi-
tures from Proposition 40 in 2002-03 across various resource departments.
Most of the funding ($101.1 million) is to support the CALFED Bay-Delta
program.
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Figure 5 

Proposition 12 Expenditures and  
Balances by Department 

(In Millions) 

  2002-03   

Department Resources Expenditures Set-Asidesa Balance 

Parks and Recreation     
 Local grants $50.1 $22.3 $27.7 — 
 State parks 174.9 56.8 92.5 $25.8 
Wildlife Conservation Board 11.9 0.4 7.8 3.7 
Coastal Conservancy 24.2 9.3 10.3 4.6 
Tahoe Conservancy 36.9 19.8 2.7 14.3 
Resources Agency 4.3 0.2 2.3 1.8 

SMMCb 1.8 0.7 1.0 — 
Conservation 14.0 5.5 1.2 7.3 
Conservation Corps 8.5 3.5 1.6 3.4 

SJRCc 0.4 — 0.4 — 
Fish and Game 9.3 2.8 0.4 6.1 
Forestry and Fire Protection  5.7 1.4 1.2 3.1 
Integrated Waste  

Management Board 1.4 0.1 1.2 — 

CVMCd 0.1 — 0.1 — 

 Totals $343.5 $122.9 $150.5 $70.1 
a For administration and future-year obligations. 
b Santa Monica Mountains Conservancy. 
c San Joaquin River Conservancy. 
d Coachella Valley Mountains Conservancy. 

Water Bonds Update
The budget proposes expenditures of about $480 million from a number

of water bonds for various water quality, water supply, flood control,
and ecosystem restoration projects. Bond funds are no longer available
in the budget year for the state’s unmet share of costs for federally
authorized local flood control projects. The budget proposes no funding
from other sources for this purpose, resulting in an estimated $132 million
owing to local agencies at the end of the budget year.
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Figure 6 

Proposition 40a 

(In Millions) 

Uses of Bond Funds Amount 

Land, Air, and Water Conservation $1,275.0  
• Acquisition, development, and restoration projects. $745.0  
• Water quality protection and restoration activities. 300.0  
• Agricultural and grazing lands preservation. 75.0  
• Urban river parkways and streams. 75.0  
• Grants for reducing air emissions from diesel-fueled equipment  

operating within state and local parks. 50.0  
• Resource protection and restoration through the California  

Conservation Corps. 20.0  
• Urban forestry programs. 10.0  

Parks and Recreation $1,057.5  
• Urban parks and recreational facilities acquisition and development. $460.0  
• Regional and local park acquisitions and development (funds  

distributed based on population). 372.5  
• State park improvements and acquisitions. 225.0  

Historical and Cultural Resources Preservation $267.5  
• Acquisition, development, and preservation of culturally and/or  

historically significant properties, structures, and artifacts. $267.5  

   Total $2,600.0  
a To be voted on at the March 2002 election. 

Figure 7 

Proposition 40a Proposed 2002-03 Expenditures 

(In Millions) 

Department Purpose Amount 

Various Resources  
departments 

CALFED Bay-Delta program: watershed  
management, water quality, and ecosystem  
restoration $101.1  

Fish and Game Salmon and steelhead restoration  8.0 
Parks and Recreation State parks deferred maintenance  10.0 

    Total  $119.1 
a To be voted on at the March 2002 election. 
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As Figure 8 shows, the budget proposes expenditures totaling
$480 million in 2002-03 from various water bonds for (1) safe drinking
water; (2) water supply, including water conservation, water recycling,
and groundwater recharge; (3) wastewater treatment and other water
quality projects; (4) Bay-Delta improvements, including fish and wildlife

Figure 8 

Water Bond Fund Conditionsa 

2002-03 
(In Millions) 

  Resources Expenditures Balances 

Safe drinking water    
1986 California Safe Drinking Water Fund $18.6  $4.8  $13.8  
1988 California Safe Drinking Water Fund 30.3 7.3 23.0 
   Subtotals ($48.9) ($12.1) ($36.8) 
Water supply/water recycling 
1986 Water Conservation and  

Water Quality Fund $10.9 $10.1 $0.8 
1988 Clean Water and Water  

Reclamation Fund 4.6 1.2 3.4 
1988 Water Conservation Fund 9.0 — 9.0 

Proposition 204b 17.9 11.7 6.2 

Proposition 13c 231.4 135.5 95.9 
   Subtotals ($273.8) ($158.5) ($115.3) 
Wastewater treatment/water quality 
1984 State Clean Water Fund $19.4 $7.2 $12.2 

Proposition 204b 49.8 21.0 28.8 

Proposition 13c 201.9 81.1 120.8 
   Subtotals ($271.1) ($109.3) ($161.8) 
Bay-Delta improvements 

Proposition 204b $174.3 $153.3 $21.0 

Proposition 13c 213.6 29.3 184.3 
   Subtotals ($387.9) ($182.6) ($205.3) 
Flood control and prevention 

Proposition 13b $122.0 $17.5 $104.5 

   Totals $1,103.7 $480.0 $623.7 
a Based on Governor’s budget. 
b Safe, Clean, Reliable Water Supply Fund, 1996. 
c Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Fund, 2000. 
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restoration; and (5) flood control and prevention. Of the proposed expen-
ditures, about 39 percent are from Proposition 204 bond funds and 55 per-
cent from Proposition 13 bond funds. Proposition 204—the Safe, Clean,
Reliable Water Supply Act of 1996—provided $995 million for various
water-related purposes, including habitat restoration in the Bay-Delta,
wastewater treatment, water recycling and conservation, and local flood
control and prevention. Proposition 13—the Safe Drinking Water, Clean
Water, Watershed Protection, and Flood Protection Act (2000)—provided
$1.97 billion for safe drinking water, flood control, Bay-Delta restoration,
watershed protection, and various water quality and supply projects.

Safe Drinking Water. The budget projects total expenditures of
$12.1 million in 2002-03, leaving a balance of $36.8 million at the end of
2002-03. There are pending grant applications that would spend much of
this balance in future years.

Water Supply and Water Recycling. The budget projects total expen-
ditures of $158.5 million for water supply and recycling projects. This
leaves a balance of $115.3 million, mainly for new projects.

Wastewater Treatment, Watershed Protection, and Other Water Qual-
ity Projects. The budget proposes $109.3 million in expenditures to fund
wastewater treatment, agricultural drainage treatment, seawater intru-
sion control, watershed protection, and other water quality projects in
2002-03. This leaves a balance of $161.8 million.

Bay-Delta Improvements. Propositions 13 and 204 provide a total of
about $1 billion for projects specifically related to the Bay-Delta. These
funds are mainly for ecosystem restoration, fish screens to reduce fish
losses from water diversions, delta levee rehabilitation, and water sup-
ply/quality projects in areas receiving water deliveries diverted from the
Bay-Delta. About $388 million of these funds will remain available for
expenditure at the beginning of the budget year. The budget proposes ex-
penditures of $182.6 million in 2002-03, leaving a balance of $205.3 million.

Flood Control and Prevention. In addition to providing funds to pay
the state share of costs for federally authorized flood control projects as
discussed below, Proposition 13 bond funds provide a total of $217 mil-
lion for other flood control projects. The budget proposes expenditures of
$17.5 million for these projects in 2002-03, leaving a balance of $104.5 mil-
lion for future years.

While Propositions 204 and 13 also provide $105 million in bond funds
to pay the state’s share of costs of federally authorized, locally sponsored
projects, these funds have been depleted. The costs of these projects are
currently shared by the federal government (50 percent to 75 percent),
state government (12.5 percent to 35 percent), and local government
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(7.5  percent to 25 percent). These shares of costs vary depending on when
the project was started and the level of statewide benefit. Due to the state’s
budget condition during the 1990s, however, the state has been unable to
pay its full share of costs for these flood control projects.

According to the Department of Water Resources, the unpaid amount
of the state’s share of costs will be about $41.5 million at the end of 2001-02,
and new claims totaling $90 million will be submitted from local agen-
cies during the course of the budget year requesting the state share of
costs. The budget proposes no funding to pay the arrears and estimated
new claims. As a result, it is estimated that the arrearages owed local
agencies will increase to about $132 million at the end of 2002-03.

Improving Bond Fund Accountability
Because the Governor’s budget display does not provide fund

condition information for a number of resources bonds, it has been difficult
for the Legislature to monitor bond fund expenditures and fund balances.
We therefore recommend the enactment of legislation that requires that these
fund conditions be displayed annually in the Governor’s budget document.

Governor’s Budget Document Does Not Display Bond Fund Condi-
tions. Currently, the Governor’s budget document does not include fund
condition statements for a number of resources bonds—Propositions 12,
13, and 204. The accounting required for these bond measures is rather
complex. For example, Propositions 13 and 204 created many subaccounts
for the various programs funded by these measures, with Proposition 13
establishing 26 subaccounts.

The lack of these fund condition statements has complicated the
Legislature’s ability to ascertain the budget’s expenditure proposal for
the various programs funded by the measures as well as monitor fund
balances for use in current and future budget appropriations. In addi-
tion, there have been a number of instances in recent years where, after
the Governor’s budget was submitted to the Legislature, it was discov-
ered that a bond subaccount did not have sufficient remaining funds to sup-
port the proposed level of expenditures. If bond fund conditions had been
submitted as part of the Governor’s budget, such errors would have been
caught by the administration before the Governor’s budget was finalized.

Recommend Fund Balances Be Displayed in Governor’s Budget. In
order to exercise oversight of bond programs, the Legislature needs clear
and accurate information about expenditures and periodic updates on
the fund balances remaining for the various programs and projects funded
by bond measures. Therefore, we recommend the enactment of legisla-
tion that requires the account balances for each of the subaccounts of the



B - 42 Resources

2002-03 Analysis

Propositions 12, 13, and 204 bond measures and any future resources bond
measures be displayed annually in the Governor’s budget document. This
will promote accountability and will facilitate the monitoring of fund
balances for use in current and future budget appropriations.
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TAHOE ENVIRONMENTAL
IMPROVEMENT PROGRAM

The Tahoe Environmental Improvement Program (EIP), a
collaboration of over 50 state, federal, academic, local, and private
interests, is a capital improvement program designed to achieve
environmental standards in the Lake Tahoe basin. Program
implementation began in 1997. Over a 20-year period, the program is
estimated to cost approximately $1.5 billion.

The 2002-03 budget proposes $26.6 million in state funds in six
departments for the Tahoe EIP. There are a number of policy, fiscal, and
programmatic issues for the Legislature to consider in evaluating the
proposed budget for the Tahoe EIP.

Tahoe EIP Created to Meet Environmental
Standards in the Lake Tahoe Basin

Program Created to Address Environmental Degradation. The Lake
Tahoe region has experienced environmental degradation for the past 100
years, most notably in the lake’s water clarity and the health of the basin’s
forest lands. The lake’s water clarity—which reflects water quality—has
become the primary measure of the basin’s environmental health. As
shown in Figure 1 (see next page), the lake’s water clarity has steadily
declined over the past several decades.

To counter this degradation, the Tahoe Environmental Improvement
Program (EIP) was established in 1997. The Tahoe EIP is a 20-year capital
improvement program involving multiple state, federal, local, academic,
and private entities. In 1997, the state signed memoranda of agreement
with the federal government, Nevada, the Washoe Tribe, and the Tahoe
Regional Planning Agency (TRPA) committing to implement and fund
the Tahoe EIP. Over 50 entities are involved in implementing the pro-
gram. Figure 2 (see page 45) lists the main California participants.
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Figure 1

Loss of Lake Tahoe Water Clarity
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The objective of the Tahoe EIP is to meet nine categories of environ-
mental standards for the Tahoe region that were established by a regional
working group in the 1980s. These standards include numeric and mea-
surable targets for categories such as water quality, soil conservation,
wildlife, recreation, and air quality. Pursuant to a California-Nevada
bistate compact, TRPA (a bistate agency) performs evaluations every five
years to determine whether the region is “on track” to meet the environ-
mental standards.

Twenty-Year Costs Total at Least $1.5 Billion. As shown in Figure 3
(see page 46), TRPA projects costs of almost $1.5 billion for the Tahoe EIP
over a 20-year period. The TRPA expects estimated costs to increase be-
yond this amount as more precise estimates for operations and mainte-
nance costs for completed projects are developed. Figure 3 shows that
capital outlay costs make up the bulk (90 percent) of expenditures over
this period. During the first ten years, capital outlay costs total $908 mil-
lion. Of this amount, the allocation of costs are as follows: federal govern-
ment ($297 million), California ($275 million), private sector ($153 mil-
lion), local government ($101 million), and Nevada ($82 million).

Budget Proposal. As shown in Figure 4 (see page 46), the Governor’s
budget proposes $26.6 million of state funds for various state departments
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to implement the Tahoe EIP in 2002-03. This is a decrease of about $1.9 mil-
lion (7 percent) from the current year. Of the total proposed budget, $2 mil-
lion is from the General Fund, $19.7 million is from bond funds, and
$4.9 million is from special/other funds.

Figure 2 

Tahoe EIP—Main California  
Participating Agencies 

State Agencies 

• Air Resources Board 
• Caltrans 
• Department of Parks and Recreation 
• State Lands Commission 
• Tahoe Conservancy 
• Lahontan Regional Water Quality Control Board 

Local Governments 

• City of South Lake Tahoe (and Redevelopment 
Agency) 

• El Dorado County 
• Placer County (and Redevelopment Agency) 
• Washoe Tribe 

Regional Agencies 

• South Shore Transportation Management  
Association 

• Tahoe Regional Planning Agency 
• Tahoe Transportation District 
• Truckee North Tahoe Transportation Management 

Association 

Other Agencies, Academic Institutions,  
And Private Entities 

• University of California—Davis 
• North Tahoe Public Utility District 
• South Tahoe Public Utility District 
• Tahoe City Public Utility District 
• Tahoe Resource Conservation District 
• Commercial Property Owners 
• Homeowner Associations 
• North Lake Tahoe Resort Association 
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Figure 3 

Estimated EIP Costs 

(In Millions) 

  

1997 
Through 

2006 

2007 
Through 

2016 Total 

Capital projects $908 $417 $1,325 
Science and research 57 1 58 
Technical assistance 11 — 11 
Operations and  

maintenance 23 61 84 

  Totals $999 $479 $1,478 

Figure 4 

Tahoe Environmental  
Improvement Program 
2002-03 Proposed Budget 

(In Millions) 

 Amount 

Capital Outlay, Local Assistance, Grants $26.1 
Air Resources Board  $0.6  
 General Fund (0.3) 
 Special funds (0.3) 
Caltrans $3.5 
 Special funds (3.5) 
Department of Parks and Recreation $1.1  
 General Fund (1.1) 
California Tahoe Conservancy $20.7  
 Propositions 12 and 117 bonds (19.7) 
 Special funds (1.0) 
State Water Resources Control Board $0.2  
 General Fund (0.2) 

Planning and Strategic Development $0.5 
Tahoe Regional Planning Agency $0.5 
 General Fund (0.4) 
 Other (0.1) 

  Total proposed expenditures $26.6 
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Enhancing Legislative Oversight of Tahoe EIP
In order for the Legislature to effectively evaluate budget proposals

related to the Tahoe Environmental Improvement Program (EIP)—which
are spread throughout several state departments—and provide appropriate
policy direction to the Tahoe EIP, we recommend that the natural resources
and environmental quality policy committees and budget subcommittee in
each house jointly consider Tahoe EIP budget proposals. We also recommend
the adoption of supplemental report language to require an informational
display of Tahoe EIP expenditures in future-year Governor’s budgets.

Why Legislative Oversight of Tahoe EIP Is Important. Because of the
state’s potentially large financial commitment to the EIP effort in coming
years, it is important for the Legislature to be provided up-to-date and
accurate information about the effectiveness of the program in meeting
environmental standards set for the Lake Tahoe region. A recent status
report conducted by TRPA showed that the program was failing to meet
most of its short-term environmental goals. This is of concern because, to
the extent the region continues to fail to reach these goals, potential con-
sequences include:

• Potentially irreparable loss of Lake Tahoe’s water quality and clarity.

• Increased threat to the lake’s aquatic and terrestrial ecosystems.

• Increased threats to wildlife in the basin, particularly to endan-
gered species such as the bald eagle or the Lahontan cutthroat trout.

• Increased potential for catastrophic fire in the basin’s forest lands.

• Deleterious impacts on the regional economy that is largely de-
pendent on the basin’s high environmental quality.

• Increased regulation of residential, commercial, and recreational
development and activities in the region.

Legislature’s Oversight Has Been Difficult. We find, however, that it
has been difficult for the Legislature to oversee the Tahoe EIP. In part, this
is because Tahoe EIP expenditures are not separately identified or dis-
played in the Governor’s budget. Rather, Tahoe EIP expenditures are
spread among several state agencies and are not always identified as such.
Thus, it is difficult for the Legislature to identify program expenditures, staff-
ing, and activities to hold the various participating agencies accountable.

It is also important for the Legislature to be informed of the policy
choices, trade-offs, and funding priorities that are inherent in the budget
proposals of the program. However, to the extent that Tahoe EIP funding
proposals are reviewed by the Legislature on a department-by-depart-
ment basis, it will be difficult for the Legislature to evaluate whether the
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policy and funding priorities inherent in the budget proposals are consis-
tent with the Legislature’s own priorities.

Finally, it has been difficult for the Legislature to evaluate the perfor-
mance of the Tahoe EIP because numeric measures for evaluating the ef-
fect of individual EIP projects on environmental quality have generally
been lacking. In other words, the Legislature has not been apprised of
what improvements in environmental quality have resulted, or will re-
sult, from the state’s investment in the particular capital improvements
proposed by successive budgets. We understand, however, that TRPA is
in the process of developing better “outcome-oriented” performance
measures for the program’s projects.

Recommendations to Enhance Legislative Oversight. To facilitate the
Legislature’s review of the Governor’s budget proposal for the Tahoe EIP
this budget session and in future years, we make the following recom-
mendations.

First, we recommend that each house’s environmental quality and
natural resources policy committees and budget subcommittee hold joint
hearings on Tahoe EIP budget proposals. This will help identify any need
for legislation to provide policy direction to the program and will pro-
vide a policy basis for the budget subcommittees as they decide which
proposals to fund. These oversight hearings should be held on an as-
needed basis.

As regards the 2002-03 budget proposal, TRPA (as a coordinating
agency for the program) should be directed to provide at the joint hear-
ings certain information to present the “big picture” of the Tahoe EIP so
as to facilitate the Legislature’s decision-making process. The TRPA should
be directed to:

• Provide a summary of the major activities planned for the pro-
gram in the budget year, including project specifics and time lines.

• Explicitly set out the policy choices made and the funding priori-
ties inherent in the budget proposal.

• Provide a status report on Tahoe EIP’s programs to date and in-
form the Legislature on the results and implementation of TRPA’s
recent evaluation of environmental standard attainment in the
Tahoe region.

• Provide a status report on the development of outcome-oriented
performance measures to enable legislative review of Tahoe EIP’s
effectiveness in meeting environmental goals.

Additionally, in order for the Legislature to better evaluate the
budget’s proposal for the Tahoe EIP in future years, we recommend that
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the Legislature adopt the following supplemental report language:

In order for the Legislature to better evaluate budget proposals for the
Tahoe Environmental Improvement Program (EIP), it is the intent of
the Legislature that the Governor ’s budget display include an
informational item that contains all Tahoe EIP expenditures of all state
agencies implementing the program. This display should be included
in the budget for the 2003-04 and future budget years.
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TIMBER HARVEST PLAN REVIEW

Timber Harvest Fees Should Be Enacted
We recommend the enactment of legislation imposing fees on timber

operators to fully cover the costs incurred by state agencies in their review
and enforcement of timber harvesting plans. This would result in a savings
of $21.5 million to the General Fund and $385,000 to special funds. (Reduce
Item 3480-001-0001 by $1.3 million, Item 3540-001-0001 by $12.7 million,
Item 3540-001-0235 by $385,000, Item 3600-001-0001 by $4.8 million, and
Item 3940-001-0001 by $2.7 million.)

The state regulates the harvesting of timber on nonfederal lands in
California under the Forest Practice Act. Specifically, timber harvesting is
prohibited unless harvest operations comply with a timber harvest plan
(THP) prepared by a registered professional forester and approved by
the Director of the California Department of Forestry and Fire Protection
(CDFFP). The THP covers such matters as harvest volume, cutting method,
erosion control, and wildlife habitat protection.

Timber harvest plans are reviewed by multiple state agencies in ad-
dition to CDFFP including the Departments of Conservation, Fish and
Game, and the State Water Resources Control Board (SWRCB). For ex-
ample, SWRCB is responsible for reviewing the impact of a THP on water
quality. The review process can include initial desk reviews, preharvest
inspections, inspections during harvesting, and inspections after harvest-
ing is completed.

Budget-Year Proposal. As shown in Figure 1, the budget proposes
expenditures totaling about $22 million for various state agencies to re-
view and enforce THPs. Most of this funding is from the General Fund.

Fees Should Fully Cover Program Costs. We think that fees levied on
timber operators should cover the total state agency costs to review and
enforce THPs. This is because there is a direct link between the THP re-
view and enforcement and those who directly benefit from it through
their harvesting of timber. In other words, without the state review and
approval of the THP, businesses would not be able to harvest timber. Doing
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so would be consistent with the Legislature’s actions in requiring the costs
of other regulatory programs, such as the Department of Toxic Substance
Control’s hazardous waste management program, to be fully or partially
reimbursed through industry fees and assessments.

Figure 1 

Timber Harvest Plan Review/Enforcement 

2002-03 
(In Millions) 

Department General Fund Other Total 

Forestry and Fire Protection $12.7 $0.6a $13.3 
Fish and Game 4.8 — 4.8 
State Water Resources Control Board 2.7 — 2.7 
Conservation 1.3 — 1.3 

 Totals $21.5 $0.6 $22.1 
a Public Resources Account, Timber Tax Fund, and reimbursements. 

Various Fee Mechanisms Could Be Established. There are a number
of potential ways that fees could be structured to recover state agency
costs to review and enforce THPs. For example, fees could be based on
the acreage and type of timber covered by a THP. Based on the five-year
average of annual acres approved in THPs, an average fee of around $110
per acre would raise sufficient revenue to fully cover state agency expen-
ditures proposed for 2002-03. A fee of this size would be relatively small
compared to the revenue generated from harvesting timber, which can be
up to tens of thousands of dollars per acre. As an alternative, a surcharge
could be levied on the existing timber tax (based on timber yield) to fully
cover state agency expenditures.

Shifting funding in the forest practices regulatory program to fees
levied on timber operators would result in a General Fund savings of
about $21.5 million and savings to the Public Resources Account of
$385,000 in the budget year. The savings in the Public Resources Account
could be used for other legislative priorities. (We recommend sustaining
the budget proposal for $174,000 of timber tax funds and reimbursements
to support THP review and enforcement.)

Recommend Legislation to Enact Fees. The CDFFP and other agen-
cies reviewing and enforcing THPs currently do not have the authority to
charge fees for their costs associated with these activities. Consequently,
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we recommend that the Legislature enact legislation that would provide
CDFFP with the authority to impose fees of an amount sufficient to fully
cover the costs of the department and other state agencies to review and
enforce THPs. Similar legislation, AB 748 (Keeley), was introduced in 1999.
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ISSUES

Resources

SECRETARY FOR RESOURCES
(0540)

The Secretary for Resources oversees the Resources Agency. The Re-
sources Agency through its various departments, boards, commissions,
and conservancies is responsible for conservation, restoration, and man-
agement of California’s natural and cultural resources. The following
departments and organizations are under the Resources Agency:

• Conservation • Wildlife Conservation Board 
• Fish and Game • State Coastal Conservancy 
• Forestry and Fire Protection • San Joaquin River Conservancy 
• Parks and Recreation • California Tahoe Conservancy 
• Boating and Waterways • California Coastal Commission 
• Water Resources • State Reclamation Board 
• State Lands Commission • Baldwin Hills Conservancy 
• Colorado River Board • Special Resources Programs 
• California Conservation Corps • Coachella Valley Mountains  

Conservancy 
• Energy Resources Conservation 

and Development Commission 
• San Gabriel and Lower Los Angeles 

Rivers and Mountains Conservancy 
• San Francisco Bay Conservation 

and Development Commission 
• Santa Monica Mountains  

Conservancy 

 • Delta Protection Commission 
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The budget requests $168.6 million for the Secretary in 2002-03, a
decrease of about $58.6 million (or 25 percent) below estimated current-
year expenditures. The decrease reflects primarily a decrease of $56.6 mil-
lion for projects funded from Propositions 12, 13, and 204 bond funds,
and the elimination of one-time General Fund expenditures of $8.4 mil-
lion that occur in the current year for local assistance. The budget also
proposes $10 million from Proposition 40 (the resources bond on the
March 2002 ballot) for river parkway projects under the CALFED Bay-
Delta program.

Recommend Federal Funding for California Legacy Project
The budget requests $1,945,000 from the General Fund to continue the

California Legacy Project. We recommend the Secretary seek available
federal funds to partially cover the program’s costs. Therefore, we
recommend reducing the General Fund appropriation for the California
Legacy Project by $1,459,000. (Reduce Item 0540-001-0001 by $1,459,000,
increase reimbursements for that item by a like amount, and increase
Item 3600-001-0890 by $1,459,000.)

Legislature Recognized Need for Statewide Habitat Plan. Recogniz-
ing the need for an assessment of the state’s natural resources and a plan
to guide acquisition and habitat restoration efforts, the Legislature in the
1999-00 Budget Act provided $250,000 for the Secretary to develop a habi-
tat blueprint. The Legislature specified two goals for the habitat blueprint:

• To assess the current condition of the state’s natural resources
and habitat.

• To establish a long-term set of funding and policy priorities for
future investment in resources protection and habitat acquisition
and preservation.

The Secretary named the project the California Continuing Resources
Investment Strategy Project. In both 2000-01 and 2001-02, $2 million from
the General Fund was appropriated for the project. In 2001, the Secretary
renamed the project the California Legacy Project.

The budget requests $1.9 million (General Fund) for the California
Legacy Project in 2002-03. The majority of the funding ($1.8 million) is for
contracts and operating expenses. There are two positions authorized for
the project.

Federal Funding Available for Habitat Planning. Our review finds
that a recent federal appropriation provides $80 million nationwide for
state wildlife grants to be administered by the United States Fish and
Wildlife Service (USFWS). States may use funding for planning or resto-
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ration activities. Each state will be apportioned funding based on popu-
lation and land area. Although the specific formula has not been devel-
oped, our discussions with USFWS indicate that California is expected to
receive approximately $4 million. The state can use these funds for habi-
tat restoration planning (such as the Legacy Project) as well as restora-
tions activities. The state would be required to provide a 25 percent match
for any federal funding received.

The federal appropriation requires that a state’s fish and wildlife
agency (the Department of Fish and Game [DFG] in California’s case)
must first apply for the funding. At the time this Analysis was prepared,
the department indicates that it had not yet applied for the funding.

Recommend California Legacy Project Access Available Federal Fund-
ing. Our review finds that the California Legacy Project appears to be an
eligible use of the state wildlife grant funding administered by USFWS.
We therefore recommend that the California Legacy Project access this
federal funding by way of an application from DFG. In anticipation of
federal funding being available for the California Legacy Project, we rec-
ommend the General Fund appropriation for the California Legacy Project
be reduced by $1,459,000, leaving a balance of $486,000. The balance is
sufficient for the state to meet the required match. Because funding from
the USFWS must be awarded to the state’s wildlife agency (DFG), we
recommend increasing federal trust fund authority for DFG by $1,459,000
and increasing reimbursement authority for the Secretary by a like amount
to receive the funds for the California Legacy Project.

The use of federal funds for the California Legacy Project will result
in a one-time General Fund savings. To the extent the state is eligible to
receive funding from future-year federal grants to pay for costs to com-
plete the Legacy Project, we recommend that these federal funds, rather
than the General Fund, be used for support of the project.
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DEPARTMENT OF FORESTRY
AND FIRE PROTECTION

(3540)

The California Department of Forestry and Fire Protection (CDFFP),
under the policy direction of the Board of Forestry, provides fire protec-
tion services directly or through contracts for timberlands, rangelands,
and brushlands owned privately or by state or local agencies. In addi-
tion, CDFFP (1) regulates timber harvesting on forestland owned privately
or by the state and (2) provides a variety of resource management ser-
vices for owners of forestlands, rangelands, and brushlands.

The budget requests $551 million for the department in 2002-03, in-
cluding support and capital outlay expenditures. Of this total, 89 percent
is for fire protection, 7 percent is for resource management, and the re-
mainder is for State Fire Marshall activities and administration.

The total proposed budget is a decrease of about $151.7 million (or
21 percent) below estimated current-year expenditures. Most of this de-
crease reflects eliminating the General Fund support for emergency fire
suppression (which totaled $100 million in the current year, including defi-
ciencies) and other one-time expenditures that occurred in the current year.

The General Fund will provide the bulk of CDFFP’s funding—
$312.3 million (about 56 percent). The remaining funding will come from
federal funds and reimbursements ($162.6 million); the Forest Resources
Improvement Fund ($14.8 million); and various other state funds. Major
budget proposals include: (1) the elimination of the baseline General Fund
budget of $55 million for emergency fire suppression, (2) a funding shift
of $20 million from the General Fund to reimbursements from local enti-
ties for firefighting costs, (3) a reduction of $547,000 for various resource
management programs, and (4) a reduction of $96,000 for various ad-
ministrative functions within the fire protection program.
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FUNDING FOR FIRE PROTECTION

The California Department of Forestry and Fire Protection is
responsible for fire protection in state responsibility areas. In the
following section, we discuss a number of issues related to the funding of
these activities. We raise concerns with the Governor’s proposal to
(1) eliminate the General Fund support for emergency fire suppression,
(2) reduce General Fund expenditures for “day-to-day” firefighting
activities by increasing reimbursements, and (3) eliminate an existing
legislative notification requirement. We also offer options for the
Legislature to consider for funding fire protection services.

Background
Areas Of State Responsibility. The CDFFP is responsible for fire pro-

tection on approximately one-third (31 million acres) of California’s lands.
The lands for which CDFFP is responsible are mostly privately owned
forestlands, watersheds, and rangelands referred to as “state responsibil-
ity areas” or SRAs. The SRA lands must be designated by the Board of
Forestry and must be covered wholly or in part by timber, brush, or other
vegetation that serves a commercial purpose (such as rangeland or tim-
ber harvesting) or that serves a natural resource value (such as watershed
protection). There can be several different types of landowners in SRAs, such
as timber operators, rangeland owners, and owners of individual residences.
However, CDFFP is not responsible for the protection of structures in SRAs.

The designation of land as SRAs is reviewed by the Board of Forestry
every five years. This review ensures that land classified as SRA continues to
meet the criteria established for SRA and allows additional lands to be desig-
nated as SRA. The most recent review was completed by the department in
2000 and is currently awaiting final approval from the Board of Forestry.

Normal Firefighting Costs Versus Extraordinary Costs. The budget
distinguishes between the “normal,” day-to-day costs of firefighting and
the “extraordinary” costs associated with large fires that require addi-
tional resources beyond the typical equipment and staffing level dis-
patched for firefighting. Normal firefighting costs are relatively predict-
able and are thus budgeted as part of the department’s ongoing support
costs. When the conditions of a fire require CDFFP to deploy additional
resources beyond the equipment and staffing that is ordinarily available,
the costs of those additional resources have traditionally been budgeted
separately as “Emergency Fire Suppression,” commonly referred to as
“e-fund” expenditures.
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In the past, if the costs for emergency fire suppression exceeded the
amount budgeted in the e-fund, then the department has sought addi-
tional funding through a deficiency appropriation. Over the past decade,
expenditures for emergency fire suppression have consistently exceeded
the base amount of funding provided in the budget for this purpose. The
base amount of funding was $20 million until 2000-01, when it was in-
creased to $55 million in recognition of the history of underbudgeting.
However, in spite of the higher base amount, estimated 2001-02 expendi-
tures from the General Fund for emergency fire suppression will still re-
quire a $45 million deficiency appropriation.

Fire Protection Funded From General Fund. Funding for fire protec-
tion on SRA lands has come almost entirely from the General Fund. The
department also receives reimbursements from federal or local agencies
to cover those instances in which CDFFP responds to incidents for which
other agencies are responsible. For 2002-03, the budget proposes $282 mil-
lion from the General Fund for its fire protection program.

Emergency Fire Suppression Budget Not Realistic
The budget proposes eliminating General Fund support for emergency

fire suppression, leaving essentially no funding. Because it is highly likely
the state will incur additional costs for emergency fire suppression, we
provide options for legislative consideration to budget more realistically
for this purpose. We also recommend the deletion of the proposed budget
bill language providing the Director of Finance the authority to approve
deficiency expenditures without advance notification to the Legislature.

Budget Proposes Eliminating General Fund for Emergency Fire Sup-
pression. The budget proposes no General Fund support and $4 million
in federal funds for emergency fire suppression in 2002-03. The budget
also includes language to eliminate the current requirement that the Di-
rector of the Department of Finance provide advance notification to the
Legislature of his approval of expenditures for emergency fire suppres-
sion that would require a deficiency appropriation. Instead, the budget
proposes that the Director have the authority to approve such deficiency
expenditures without advance notification to the Legislature.

Highly Likely CDFFP Will Need Additional Funding For Emergency
Fire Suppression. As shown in Figure 1, although annual costs for emer-
gency fire suppression have fluctuated, they have consistently placed a
significant demand on General Fund resources. For example, annual costs
have consistently been greater than $35 million during the last decade,
averaging $70.5 million over this period. Accordingly, it is highly likely
that the state will again require substantial expenditures for emergency
fire suppression during 2002-03.
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Figure 1
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Recommend Budgeting More Realistically for Fire. Because it is highly
likely the state will incur additional costs for emergency fire suppression,
we recommend the Legislature provide a more realistic budget than the
Governor’s proposal. There are several options for increasing the fund-
ing available to provide a reasonable budget amount for emergency fire
suppression. For example, the Legislature may wish to consider enacting
legislation to establish fees payable by beneficiaries of the department’s
firefighting services, including emergency fire suppression. We discuss
this option next in this Analysis. The Legislature could also consider fund-
ing emergency fire suppression with General Fund savings arising from
recommendations we present in this Analysis as well as options we identify
in our companion document, Options for Addressing the State’s Fiscal Problem.

Recommend Maintaining Legislative Oversight. As discussed ear-
lier, under the Governor’s proposed budget bill language, the Director  of
Finance will have the authority to approve deficiency expenditures for
emergency fire suppression activities without advance notification to the
Legislature. According to the department, the notification process may
cause cash flow problems which could create difficulties in paying its
vendors. However, we find that this potential problem can be averted by
the department getting a short-term loan from the General Fund to pay
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its vendors, as it has in the past. Furthermore, we find the proposed bud-
get bill language weakens legislative oversight and therefore recommend
disapproval of the language.

Legislature Should Enact Fire Protection Fees
We recommend enactment of legislation to partially offset the cost

of fire protection services (both ongoing and e-fund costs) by imposing
fees on property owners who benefit from these services.

Direct Beneficiary of Fire Protection Service Ought To Share Costs.
Property owners in SRAs directly benefit from CDFFP’s fire protection
services (both ongoing and e-fund costs), as does the state’s general popu-
lation though the preservation of natural lands and their wildlife habitat.
As we noted in our discussion of financing resource programs in the Analy-
sis of the 1992-93 Budget Bill, combining fees and General Fund revenues
to finance a program enables a sharing of costs among private beneficia-
ries of services and the general public (please see page IV-19 of the 1992-93
Analysis). We think that the Legislature should consider enacting legisla-
tion that would provide for such a sharing of both ongoing and e-fund costs.

Several Fee Structure Options Available. Several other Western states
require landowners to share in the costs of fire protection services pro-
vided by the state. These states use different types of fee mechanisms to
cover the costs of fire protection in SRAs. Some states use a combination
of fee mechanisms. These fee mechanisms include the following:

• Timber Harvest Tax Dedicated To Fire Protection. For example,
in Idaho, where the state is only responsible for fire protection on
forestland, timber operators pay a 12-cent tax per 1,000 board
feet of harvested timber.

• A Per-Acre Assessment on SRAs. For example, in Montana, Idaho,
and Oregon, landowners are charged a per-acre fee. Each state
varies in the type of land for which an assessment is charged and
the amount of assessment. For example, in Oregon, there is an
assessment on both timberland and rangeland, whereas in Idaho
there is an assessment on timberland only.

• A Surcharge on All Improved Lots in SRAs. For example, in Or-
egon, there is a surcharge of $38 on all improved lots in SRAs, to
reflect the fact that the presence of homes increases the threat of
fires to forestlands.

Issues to Consider When Establishing Fee Mechanisms. There are
several issues that the Legislature should consider in establishing a fee
mechanism for ongoing and e-fund fire protection costs.
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First, the Legislature needs to determine the proper allocation of costs
between fees and the General Fund. For example, as discussed, the 2002-03
budget proposes $282 million from the General Fund for fire protection.
Therefore, a fee that covers 50 percent of program costs would generate
about $141 million in General Fund savings based on the budgeted Gen-
eral Fund expenditures for fire protection.

Second, the Legislature needs to determine on what basis fees should
be assessed. For instance, should fees be assessed based on acreage or on
the level of property improvements, or both? Because fees should reflect
the benefit of the fire protection services provided to the landowner, we
think a combination of size of property and the value of property im-
provements would be an appropriate basis for assessment.

Third, the Legislature needs to determine whether all property own-
ers should pay. For example, the Legislature might want to reduce the fee
rate for those landowners in SRAs who already pay fees to local fire dis-
tricts. This would recognize that these landowners have already purchased
some level of fire protection, thereby potentially lowering the extent of
state fire protection services that would need to be provided.

Finally, the Legislature also needs to consider how the fee should be
collected. For instance, it could be collected by county tax assessors along
with the property tax assessment. However, under this option, the state
could be obligated to reimburse counties for an added administrative cost
burden placed on the county. Alternatively, the fee could be collected
through insurance companies as a fire insurance premium surcharge. This
was the method used under the now prior state earthquake insurance
program. The collection method selected should minimize the state’s costs
for collection, while ensuring the accurate collection of the fee.

General Fund Savings Proposal Undefined
The budget proposes $20 million in General Fund savings for its day-

to-day firefighting costs by increasing reimbursements from local
governments by a like amount. We withhold recommendation on this
proposal given a lack of details. We recommend that the department
present a detailed plan on how it will achieve the proposed General Fund
savings prior to budget hearings.

In the preceding write-up, we recommend the enactment of fees on
landowners in SRAs to partially offset the state’s costs of providing fire
protection services and create General Fund savings. Another way of re-
ducing the department’s General Fund expenditures for fire protection
services would be to shift funding from the General Fund to reimburse-
ments in cases where the state is providing firefighting services for which
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it is not fiscally responsible. While we support the concept of increasing
reimbursements, as discussed below, the Governor’s proposal to do so
lacks sufficient detail.

Budget Proposes General Fund Savings, But No Details Provided.
The budget proposes $20 million in General Fund savings for its day-to-
day firefighting costs by increasing reimbursements from local govern-
ments by a like amount. The department was not able to provide details
on how these costs savings would be achieved since it has just begun the
process of identifying ways in which reimbursements can be increased.

The department reports it will consider a wide range of options to
increase reimbursements. For example, increasing reimbursements may
be possible in instances where CDFFP is presently providing fire services
in non-SRA lands or responding to structure fires because it is the nearest
fire service in the area. In cases such as these where the department is not
fiscally responsible for fire protection, reimbursing the state’s costs may
be a reasonable option to explore. The administration reports it is also
considering changes to the SRA boundaries so as to reduce the geographic
area over which the state is fiscally responsible to provide firefighting
services. Accordingly, to the extent the state continues to provide fire pro-
tection services in areas where it is no longer fiscally responsible, the state
could seek reimbursement for its services.

Recommend Department Submit Detailed Plan Prior to Budget Hear-
ings. While there is merit in increasing reimbursements for services for
which CDFFP is not fiscally responsible, we withhold recommendation
because the details of the proposal have not been presented to the Legis-
lature. In order that the Legislature has the information it needs, we recom-
mend the department submit a detailed plan for increasing local reimburse-
ments to the Legislature prior to budget hearings.

ELIMINATE LAND RECORD INFORMATION PROJECT

The budget includes $415,000 to continue the second year of the Land
Record Information Project. This project proposes to standardize land
record information for each parcel in the state. Our review finds that
there is no clear purpose and plan for the collection of the data at a
statewide level. Accordingly, we recommend deletion of $415,000. (Reduce
Item 3540-001-0001 by $415,000).

Background. The budget includes $415,000 to continue the second
year of a two year (2001-02 and 2002-03) project, the Land Record Infor-
mation (LRI) Project. The LRI project proposes to standardize land record
information (such as assessed value, owner’s name, and development
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status) for each parcel of land in the state. Generally, this information is
currently collected and stored at the local level. During the current year,
the project intends to conduct a study of how land record information
can be used by various state agencies. In addition, the project will de-
velop standards to be used in the collection of statewide parcel data.

No Clear Purpose for The Data Collection. In our review of the project,
we found that there does not appear to be a clear purpose or immediate
value for the state in collecting parcel data at a statewide level. Without
further details of how these data will be used by state agencies, we find fund-
ing for this project in the budget year has not been justified. Accordingly, we
recommend deletion of the $415,000 (General Fund) from the budget.
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DEPARTMENT OF FISH AND GAME
(3600)

The Department of Fish and Game (DFG) administers programs and
enforces laws pertaining to the fish, wildlife, and natural resources of the
state. The Fish and Game Commission sets policies to guide the depart-
ment in its activities and regulates fishing and hunting. The DFG cur-
rently manages about 850,000 acres including ecological reserves, wildlife
management areas, hatcheries, and public access areas throughout the state.

The budget proposes total expenditures of $257.1 million from various
sources, mainly for support expenditures ($251.5 million). This is a decrease
of about $20 million (7 percent) from the estimated current-year level. The
decrease mainly reflects the elimination of one-time expenditures that oc-
curred in the current year of $15.4 million. Major budget proposals include:
(1) a reduction of $2.1 million for review of projects pursuant to CEQA; (2) a
reduction of $1.2 million for various CALFED Bay-Delta program activities;
(3) a reduction of $1 million for local assistance grants under the Natural
Community Conservation Planning program; and (4) $8 million from Propo-
sition 40 (on the March 2002 ballot) to replace funding from the Salmon and
Steelhead Restoration Account due to a decline in tidelands oil revenues.

Budget Proposes to Significantly
Reduce DFG’s CEQA Review Efforts

The budget proposes to reduce the Department of Fish and Game’s
(DFG’s) California Environmental Quality Act (CEQA) review activities
by $2.1 million from the General Fund. We find that the proposed reduction
will result in few CEQA documents being reviewed by DFG. This would
limit opportunities for cost-effective project revisions that would serve
to reduce a project’s adverse impacts on fish and wildlife. If the Legislature
wishes to provide additional funding for CEQA review, a portion of the
fund balance of the Environmental License Plate Fund could be used. We
also discuss the potential for increasing revenues from DFG’s
environmental filing fees in order to fund CEQA review, and recommend that
the department submit the statutorily required annual review of these fees.
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The DFG’s Role Under CEQA. The California Environmental Quality
Act (CEQA) requires agencies approving projects which may impact fish
and wildlife to both notify and consult with the Department of Fish and
Game (DFG), as the “public trustee” of fish and wildlife resources. As part of
the notification and consultation process, agencies approving such projects
must send their environmental documents to DFG for review and comment.

The DFG Entitled to Collect Fees for Projects Subject to CEQA. Chap-
ter 1706, Statutes of 1990 (AB 3158, Costa) requires DFG to collect environ-
mental filing fees for projects subject to CEQA. The fees are intended to de-
fray a portion of the costs incurred by DFG in meeting its environmental
review obligations under CEQA and the Forest Practice Act, as well as cover
a variety of DFG’s costs associated with habitat management. Fees are paid
to the county clerk at the time of filing the final CEQA documents. Fees are
then remitted monthly to DFG. For 2000-01, the department collected $1.8 mil-
lion in environmental filing fee revenues. These revenues are not dedicated
to a specific activity, but are instead used for general support for the depart-
ment, including habitat restoration and environmental review activities.

Statute establishes the amount of the fee paid to DFG (currently, ei-
ther $850 or $1,250) based on the “type” of CEQA document (such as
environmental impact report) prepared for the project. All CEQA “lead”
agencies (the agencies approving projects) can exempt a project from the
fee by finding that the project has a minimal impact on wildlife. In addi-
tion, statute requires the department to submit an annual review of these
filing fees to the Legislature, including any recommendations that it may
have for statutory changes to the fee structure.

Budget for CEQA Review Increased in 2000-01. Prior to 2000-01, the
department’s CEQA review efforts constituted the equivalent of nine per-
sonnel-years and about $767,000. In response to findings that the
department’s activities related to CEQA were not being conducted at an
adequate level, the Legislature augmented DFG’s budget for CEQA re-
view in 2000-01 by $2.1 million (ongoing) from the General Fund and
redirected 25 positions to CEQA review efforts. With the increased re-
sources, DFG estimates it was able to increase the proportion of docu-
ments reviewed from aproximately 10 percent to 40 percent.

Budget Proposes to Significantly Reduce DFG’s CEQA Activities. The
budget proposes to reduce DFG’s CEQA review activities by $2.1 mil-
lion, in effect returning DFG’s CEQA review efforts to the level prior to
the 2000-01 augmentation. The department estimates that 10 percent of
the documents it receives will be reviewed, but it is not able to report on
the level of review those documents will receive.

Potential Alternative Funding Sources to Continue CEQA Activities.
The DFG’s review of CEQA documents provides DFG the opportunity to
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comment early in the development process on the potential adverse im-
pacts of proposed projects on fish and wildlife. In some cases, DFG’s CEQA
comments contain recommendations for project changes that may be re-
quired subsequently as part of other environmental approvals. As a re-
sult of DFG’s comments, lead agencies may make better-informed deci-
sions in approving the projects and projects may be changed to minimize
the adverse impacts on fish and wildlife. In addition, to the extent that
DFG is able to make comments early in the project development process,
project developers may be able to avoid higher costs and time delays if
obligated to make project revisions late in the process due to environ-
mental permitting or litigation issues.

Based on our analysis, we conclude that the level of staffing proposed
in the budget will result in most CEQA documents sent to the depart-
ment not being reviewed. If the Legislature wishes to provide for a higher
level of departmental review in the budget year, one option would be to
transfer a portion of the ELPF balance (projected to be $9.6 million at the
end of 2002-03) to the department for CEQA review. Monies in ELPF are
available to the department for the review of the potential impact of de-
velopment activities and land use changes.

Potential for Increased Revenues for CEQA Review. We also find that
there is a potential for additional revenue for the CEQA review program
by improving the structure and administration of the environmental fil-
ing fees. For example, many of the lead agencies we interviewed felt that
the current fee structure (established in statute) is not equitable because
project proponents are required to pay the same fee regardless of the
project’s size and environmental impact (as long as the same “type” of
CEQA document is filed). This perceived inequity in the fee structure
may result in lead agencies trying to fit a project within the fee exemp-
tion, despite the project requiring a fee as defined by statute. To the ex-
tent that lead agencies are granting exemptions when they should not,
the department is not collecting the fee revenues accorded it by law. There-
fore, developing a more equitable fee structure may result in fewer ex-
emptions being granted and, thus, more revenue generated.

To assist the Legislature in its evaluation of this fee and to determine
what changes to the fee might be appropriate, we recommend that DFG
submit to the Legislature the annual review required by statute of these
filing fees. As required by statute, the report should include any recom-
mendations for adjustments to the fee. To date, the department has not
submitted this report. The Legislature could encourage the department
to submit this report by making the expenditures of the filing fees in the
budget year contingent on the submittal of the report.
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DEPARTMENT OF PARKS AND RECREATION
(3790)

The Department of Parks and Recreation (DPR) acquires, develops,
and manages the natural, cultural, and recreational resources in the state
park system and the off-highway vehicle trail system. In addition, the
department administers state and federal grants to local entities that help
provide parks and open-space areas throughout the state.

The state park system consists of 266 units, including 39 units admin-
istered by local and regional agencies. The system contains approximately
1.4 million acres, which includes 3,000 miles of trails, 285 miles of coast-
line, 822 miles of lake and river frontage, and nearly 18,000 camp sites.
Over 80 million visitors travel to state parks each year.

The budget proposes $374.5 million in total expenditures for the de-
partment in 2002-03. This is an overall decrease of about $1.1 billion
(74 percent) below estimated current-year expenditures. Most of this re-
flects a decrease in Proposition 12 expenditures of $907 million from the
current year as well as the elimination of one-time expenditures, includ-
ing $64 million for deferred maintenance.

The budget proposes about $268.2 million in departmental support,
about $48.2 million in local assistance and $58.2 million in capital outlay
expenditures. (Please also see the “Capital Outlay” chapter of this Analy-
sis.) Of the total proposed expenditures in 2002-03, about $112 million
(30 percent) will come from the General Fund; $79 million (21 percent)
from Proposition 12; $72 million (19 percent) from the State Parks and
Recreation Fund; $44.2 million (12 percent) from the Off-Highway Vehicle
Trust Account; and the remainder $67.5 million (18 percent) from various
other state funds, federal funds, and reimbursements.

The budget proposes General Fund reductions of $19.8 million for
operating expenses and equipment at state parks, of which $15 million is
to be offset by an additional transfer of $15 million from the Motor Ve-
hicle Fuel Account to the State Park Recreation Fund. The department
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proposes to implement the net General Fund reduction ($4.8 million) by
limiting hours and days of operation at state parks.

ADDRESSING THE OBLIGATIONS

RESULTING FROM DPR’S LAND ACQUISITIONS

The department significantly increased its land acquisitions in
2000-01 and 2001-02. In addition to the funding required to acquire the
land, acquisitions can result in future development costs and ongoing
operations costs. We find that the department has acquired land without
addressing the future development and operating costs associated with
these acquisitions. We provide options for funding the development and
operation of recent acquisitions, and make recommendations to reduce
the likelihood that future acquisitions will result in unfunded obligations.

The DPR’s Land Acquisitions Have Increased Significantly
As shown in Figure 1, DPR significantly increased its land acquisi-

tions in 2000-01 and 2001-02. Specifically, DPR projects to increase its land
holdings by more than 75,000 acres and projects to expend about $328 mil-
lion on land acquisition during this period. This increase is largely due to
the significant funding available from Proposition 12, the Safe Neighbor-
hood Parks, Clean Air, and Coastal Protection Bond Act of 2000. This bond
measure provides $502 million for DPR to acquire lands and improve state
park facilities.

All of DPR’s land acquisitions have been for the purpose of expand-
ing existing state parks or acquiring new state parks. The DPR’s recent
land acquisitions have included a wide range of parcels that will be added
to the state park system, from remote redwoods to urban parcels. The
acquisitions have been for a variety of purposes associated with DPR’s mis-
sion, including habitat protection and cultural and historical preservation.

The DPR acquires land when it is identified by the department or the
Legislature as high priority. If it is identified by the department as such,
then a budget proposal is submitted for that acquisition outlining its sig-
nificance. Once land is acquired for a new state park or to significantly
expand an existing state park, the department begins the planning pro-
cess for that acquisition, called the park general plan process. During this
process a plan is developed that serves as a guide for the future develop-
ment, management, and operation of the park. The plan defines the pro-
posed land uses, facilities, concessions, and operation of the park. How-
ever, the general plan does not include related cost information.
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Figure 1
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Land Acquisitions Result in Unfunded Obligations
Land acquisitions create future development and operating

obligations for the department. We find that funding for most of these
obligations has not been addressed as part of the acquisition process.

Development Costs Mostly Unfunded. In our review of DPR’s recent
acquisitions, we found that many acquisitions will require additional
development in order to (1) provide reasonable access to the acquisition
and/or (2) develop the acquisition to achieve its intended purpose for
use. For example, new park units or acquisitions that are not immedi-
ately adjacent to existing parks typically require development to provide
access to them. The types of improvements needed to provide such ac-
cess vary from parcel to parcel, but in general can include parking, roads,
and signage.

In addition, we found that several acquisitions could require poten-
tially significant amounts of development expenditures in order for the
acquisition to achieve its purpose. For example, many of the acquisitions
in urban areas involve unimproved lots with no existing park features
such as trails, natural landscaping, or facilities. These parcels will likely
require significant development costs.
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In most instances where future development will be required for a
recent acquisition, the department has not identified the cost or extent of
this development. Furthermore, funding for these costs have not been
provided nor have future funding sources been identified. In many in-
stances, without the additional development, public access to these ac-
quisitions will be severely restricted or not possible and the purpose of
the acquisition will not be achieved.

Operating Costs of Expanded and New Parks Not Provided For or
Identified. As a result of the land acquisitions, DPR will also incur ongo-
ing operating costs to preserve habitat, cultural resources, and to provide
recreational opportunities associated with the land acquisitions. These
operating costs include trail maintenance, habitat restoration, brush man-
agement, and increased ranger patrol areas. These costs will be incurred
for both new and expanded parks.

In general, the extent and magnitude of these operating costs are not
known because they are not consistently identified for each acquisition
as part of the budget process. Complicating matters is the fact that DPR
has acquired several new parcels intended to be developed for urban park
use. Since these acquisitions differ significantly from the department’s
traditional acquisitions in the past, the operating costs for these acquisi-
tions are even less certain. In total, the department has only provided
estimates of operating costs for less than one-third of the acquisitions made
since 2000-01. These estimates total more than $2 million in annual oper-
ating costs.

We found that only in limited cases have the funds necessary for op-
erating costs been provided or sources of future funding identified. Fail-
ure to provide for the ongoing operating needs for these acquisitions could
lead to the deterioration of the park assets, limited public access, public
safety risks, and a continuation of the accumulated deferred maintenance
problems that DPR has experienced in the past.

Existing Planning Process Does Not Provide For Sufficient Fiscal
Oversight of Future Costs. As discussed, for some acquisitions, the extent
of future costs will depend on what is planned for the development of the
park in the general plan process. While the general plan does not include
cost estimates, the plan is very relevant to the future development and
operating costs of the park because it defines how the park will be devel-
oped. For example, if the general plan proposes a large complex of facili-
ties at a park, then it is likely that the future development and operating
costs of a park will be significant.

The general plan is approved by the Parks Commission and is not
required to be approved by the Department of Finance (DOF) or the Leg-
islature. Instead, fiscal oversight occurs later when funding is requested
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in the budget process for individual stages of development projects. As a
result, the process in which the scope of facilities and services is typically
defined—the park general plan process—includes minimal fiscal oversight.

Funding the Development and Operation of Recent Acquisitions
We recommend adoption of supplemental report language requiring

the department to provide an assessment of development and operating
costs associated with its recent land acquisitions, and to identify and
recommend funding sources. We also identify several potential funding
sources for these obligations.

In the previous section we noted that there is limited information on
the extent of the future cost obligations created by DPR’s recent land ac-
quisitions. Specifically, there is limited information on the costs to de-
velop these land acquisitions to their intended uses and on ongoing oper-
ating costs. Although our review focused solely on DPR’s acquisitions
since 2000-01, it is possible that our findings could apply to prior-year
acquisitions as well. In this section we offer recommendations for assess-
ing these obligations and provide options for funding them.

Require Funding Plan for Recent Acquisitions. In order that the Leg-
islature can assess the extent of obligations created by recent acquisitions,
we recommend the adoption of the following supplemental report lan-
guage, requiring that the department prepare a funding plan for its re-
cent land acquisitions.

The Department of Parks and Recreation shall submit a report to the
Legislature by March 1, 2003 that includes the following:

1. An assessment of the potential costs to develop each land acquisition
acquired in 2000-01 and 2001-02 to its intended use and an estimate of
the ongoing operations and maintenance costs of each acquisition.

2. An identification of potential funding sources to pay for the
development and operating costs, and the department’s plan for which
funding sources it will seek.

Once the Legislature has reviewed the funding plan, it may wish to
give funding priority to future capital outlay appropriations that would
be used to develop timely public access to existing acquisitions which
were acquired for recreational purposes, instead of acquiring new prop-
erties. Providing such access would be an important component of the
public’s return on existing state investments.

While developing a funding plan may result in additional workload
for the department, we note that the department has received several
augmentations in recent years, totaling about $2 million and additional
staff, which can be used to complete the funding plan described above.
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Potential Funding Sources. Based on our review, we have identified
several potential funding sources to cover the development and opera-
tions costs of the land acquisitions. These include:

• State Beach and Park Service Fees. For example, revenues could
be increased by reinstating fees at state parks which were reduced
beginning in 2000-01.

• Public-Private Partnerships. Revenues may be raised by the use
of public-private partnerships, which can include limited corpo-
rate sponsorship of state parks, licensing and merchandising state
park images for commercial use, and advertising at state parks.

• Concessions Revenues. For example, new or expanded programs
could generate revenue, such as expanded state park store op-
erations.

• Environmental Enhancement Fund. This fund receives revenues
from penalties collected under the state’s oil spill program for
environmental enhancement projects within or immediately ad-
jacent to marine waters. Some of the funds could be allocated to
DPR for restoration and enhancement of coastal state park units.
There is a projected fund balance of $979,000 at the end of 2002-03
that could be used for this purpose.

• Environmental License Plate Fund. Monies in this fund are avail-
able for appropriation to the department for restoration of natu-
ral areas and fish and wildlife habitat in state park units. A por-
tion of these funds could be allocated to DPR for the restoration
of recent acquisitions. There is a projected fund balance of $9.6 mil-
lion at the end of 2002-03 that could be used for this purpose.

• Cost-Sharing Agreements with Local Governments. For those new
park units which will in part serve an exclusively local recreation
need, as opposed to a statewide need, the department could seek
out cost-sharing agreements with local governments.

Process Can Be Improved to Better Budget for
Costs Associated With Future Land Acquisitions

We recommend that the Legislature take a number of actions to ensure
that the development and ongoing operating costs associated with state
park acquisitions are accounted for before funding for an acquisition is
approved in the budget process.

As discussed earlier, acquisitions can result in a number of obliga-
tions to DPR beyond the actual cost of the parcel. These obligations and
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appropriate funding sources with which to fund them are often not iden-
tified as part of the budget process when approval of funding for a land
acquisition is being considered. To the extent that these obligations are
unaccounted for in the funding decision, the full benefits to the public
associated with the acquisition are not achieved nor are the stewardship
needs of the acquisitions met.

In this section we identify a number of statutory actions the Legisla-
ture could take in order to improve budgeting for the obligations associ-
ated with future land acquisitions. These recommendations are intended
to (1) provide the Legislature with more complete information on the
obligations associated with a particular acquisition, (2) identify the fiscal
resources available for future obligations, (3) provide more fiscal over-
sight in the planning process, (4) facilitate public access to the acquisitions in
a timely manner, and (5) limit future obligations from land acquisitions.

Require DPR to Submit Funding Plan for Future Costs With Budget
Proposal. In order to provide the Legislature with information on future
obligations associated with land acquisitions, we recommend that DPR
be required to submit a funding plan for future development and operat-
ing costs with a budget proposal for new land acquisition. The funding
plan should include information on the development and operating costs
for the budget and future years. The funding plan should also identify
the funding sources to meet these obligations. We further recommend, to
the extent development costs are identified, that these costs be included
in the Governor’s five-year infrastructure plan required by Chapter 606,
Statutes of 1999 (AB 1473, Hertzberg). (Please see the discussion on the
five-year infrastructure plan in the “Crosscutting Issues” section of the
“Capital Outlay” chapter.)

Require DPR to Set Aside Bond Funds for Future Development of
Bond-Funded Acquisitions. In cases where bond funds are used to ac-
quire land, we recommend that some portion of the bond funds be set
aside for future development costs. While exact future development obli-
gations may not be known until the park general plan process is carried
out, an estimated amount for these obligations should be set aside. A simi-
lar process is currently used with higher education facilities funded from
general obligation bonds, in which funding is appropriated for the initial
stages of the work and funding needed for future stages is set aside. This
appears to work effectively to ensure that funding is available to com-
plete projects the Legislature has approved.

Require DPR to Submit Funding Plan for Discretionary Acquisitions.
For those budget act appropriations where a specific parcel or state park
to be acquired is not identified, it would be difficult to estimate the exact
obligations created by the acquisition. For example, recent appropriations
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from Proposition 12 have included funds for “opportunity purchases”
for which specific acquisitions were not identified. In order to provide
the Legislature with the appropriate cost information once a specific par-
cel is acquired, we recommend that DPR in the first budget year follow-
ing the initial budget appropriation be required to submit a funding plan
for the parcel.

Require General Plans for Parks to Be Approved by DOF. As dis-
cussed earlier, the park general plan process can have a significant fiscal
impact on the development costs of state parks. We therefore recommend
that the general plans for new acquisitions, or those that propose signifi-
cant revisions to existing parks, be reviewed and approved by DOF be-
fore funding is requested of the Legislature. This would give the admin-
istration the opportunity to review the development plan for a park in its
entirety rather than on a project-by-project basis when funding is requested
for individual stages of a parks project.

Set Limits in Future Bond Measures on New Acquisitions. In order to
ensure an adequate share of funding in any future bond measure is allo-
cated to the development and restoration of existing acquisitions, the Leg-
islature should specify the proportion of funds that can be used to ac-
quire new lands as opposed to the development and restoration of exist-
ing facilities. This is similar to the existing provision in Proposition 40
(The California Clean Water, Clean Air, Safe Neighborhood Parks and Coastal
Protection Act of 2002) which directs DPR to spend no more than 50 percent
of its acquisition and development allocation on new state park acquisitions.

Legislative Oversight of New Bond Funds
Proposition 40, if approved by the voters at the March 2002 election,

will provide $225 million for state parks. Our recommendations in the
previous section can be applied by the Legislature in its review of May
Revision proposals for state park acquisitions, including those proposed
to be funded from Proposition 40.

New Bond Funds for State Parks. Proposition 40, if approved by the
voters at the March 2002 election, would provide $225 million for state
park improvements and acquisitions, of which no more than 50 percent
can be used by DPR for land acquisitions. If Proposition 40 is approved,
the Governor could propose expenditure of these funds during the May
Revision process.

Issues for the Legislature to Consider in Evaluating Proposition 40.
If Proposition 40 expenditures are proposed as part of the May Revision,
we recommend, consistent with our recommendations in the previous
section, that the Legislature:



Department of Parks and Recreation B - 75

Legislative Analyst’s Office

• Require DPR to submit a funding plan for future obligations as-
sociated with land acquisitions proposed to be funded from
Proposition 40.

• Require DPR to set aside bond funds to cover costs for future devel-
opment as a condition of legislative approval of the budget request.

• Consider giving priority to funding development projects that
provide timely access to existing acquisitions.

BUDGET INCLUDES CONCESSIONS PROPOSALS

The budget includes three concession renewal proposals. We
recommend that the Legislature withhold authorizing the department to
solicit proposals for a new concession contract for Millerton Lake State
Recreation Area and Pfeiffer Big Sur State Park until the department
provides information on the terms of the proposals.

Two of Three Proposals Lack Sufficient Detail. Under current law,
the Legislature is required to review and approve any proposed or
amended concession contract that involves a total investment or annual
gross sales over $500,000. In past years, the Legislature has provided the
required approval in the supplemental report of the budget act.

The department has included three concessions proposals in its bud-
get that require legislative approval. Of the three proposals, our review
found that only one—for Old Sacramento State Historic Park, Jewelry
Shop—is warranted. The two other proposals lack sufficient detail on the
appropriate rent to be charged and the amount of capital outlay invest-
ment that will be required. Without this information, the Legislature is
not able to determine whether these proposals are in the state’s best inter-
est. Accordingly, we recommend the Legislature withhold approval of
the proposals for (1) Millerton Lake State Recreation Area and (2) Pfeiffer
Big Sur State Park until the department, based on its economic analysis, pro-
vides the Legislature the specific terms of these two concession proposals.
Below, we provide information on each of the three concession proposals.

Millerton Lake State Recreation Area. Millerton Marina is an exist-
ing concession located on Millerton Lake State Recreation Area (Fresno
County). Facilities currently include a marina with 550 boat berths, fuel
and retail sales dock, parking, and a restroom building. Services offered
include boat berthing, boat repair, boat rentals, and retail sales. The existing
concessionaire is presently operating under a contract that expires Decem-
ber 31, 2002.
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Our review of the request to solicit proposals found that the depart-
ment has not finalized major provisions for the terms of the proposal. For
example, the type and scope of facilities to be provided, the amount of
capital outlay required, and the minimum rent to be paid to the state
have not been established. The DPR reports these details will be formu-
lated based upon information provided in an economic feasibility analy-
sis anticipated to be completed in spring 2002. Due to lack of detail, we
recommend the Legislature withhold approval of the proposal.

Pfeiffer Big Sur State Park. The department requests approval to so-
licit bids to improve, operate, and maintain the Big Sur Lodge project
consisting of 61 motel-like cottages, up to 70 alternate overnight accom-
modations, employee housing, camp store, restaurant, gift shop, laundry
facilities, and baseball field. The existing concession contract expired on
June 30, 2001 and has continued on a month-to-month basis.

Our review of the request to solicit proposals found that the depart-
ment has not finalized major provisions for the terms of the proposal. For
example, the type and scope of facilities to be provided, the amount of
capital outlay required, and the minimum rent to be paid to the state
have not been established. The DPR reports these details will be formu-
lated based upon information provided in an economic feasibility analy-
sis anticipated to be completed in spring 2002. Due to lack of detail, we
recommend the Legislature withhold approval of the proposal.

Old Sacramento State Historic Park, Jewelry Shop. The department
requests approval to solicit bids to operate and maintain a jewelry shop
in Old Sacramento State Historic Park. The existing concession contract
expired on November 30, 2001 and has continued on a month-to-month
basis. Proposed conditions for the new contract include: a ten-year term;
minimum monthly rent of $2,000 or 3 percent of monthly gross sales up
to $25,000, plus 4 percent of all gross sales in excess of $25,000. Our re-
view found this concession proposal to be warranted.
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DEPARTMENT OF WATER RESOURCES
(3860)

The Department of Water Resources (DWR) protects and manages
California’s water resources. In this capacity, the department implements
the State Water Resources Development System, including the State Wa-
ter Project (SWP). The department also maintains public safety and pre-
vents damage through flood control operations, supervision of dams, and
safe drinking water projects.

Currently, the department houses and participates with 23 other state
and federal agencies in the CALFED Bay-Delta Program. This program is
implementing a long-term solution to water supply reliability, water qual-
ity, flood control, and fish and wildlife problems in the San Francisco Bay/
Sacramento-San Joaquin Delta Estuary (the “Bay-Delta”). (Please see the
discussion on the “CALFED Bay-Delta Program” in the “Crosscutting Is-
sues” section of this chapter.)

Additionally, the department includes a new division—California
Energy Resources Scheduling (CERS)—that was created in 2001. This di-
vision purchases electricity on the wholesale market and sells it to cus-
tomers of the state’s major private investor-owned utilities (IOUs). (Please
see the discussion on “CERS” in the “General Government” chapter of
this Analysis.)

The budget proposes total expenditures of about $6.5 billion in
2002-03, a decrease of about $2.6 billion, or 29 percent, below estimated
expenditures in the current year. Most of this decrease reflects a reduc-
tion of about $2.5 billion for energy purchases on behalf of IOUs. Of the
proposed total expenditures, about $5.2 billion is for energy purchases
on behalf of IOUs and about $760 million is for planning, construction,
and operation of SWP, financed with SWP funds (revenues from water
contractors).

Major budget proposals include (1) $51.5 million from Proposition 40
(the resources bond on the March 2002 ballot) for various CALFED pro-
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gram activities and (2) a decrease of $19.7 million from the General Fund
for various CALFED activities. The budget proposes no funding to pay
the state share of costs of federally authorized, locally sponsored flood
control projects in 2002-03. (Please see the discussion of flood control
subventions in the “Fund Conditions for Resources Programs” write-up
in the “Crosscutting Issues” section of this chapter.)

General Fund Savings Potential in
Water Shortage Preparation Program

The budget proposes about $9.4 million from the General Fund to
implement recommendations of the Governor’s Drought Advisory Panel.
We recommend that $4.7 million of this amount be deferred, given that
ongoing planning activities of local water agencies to prepare for drought
conditions could continue at the reduced level of state assistance. This
would leave $4.7 million in the budget year to assist local water agencies
and rural homeowners in planning to address potential water shortages.
(Reduce Item 3860-001-0001 by $1.3 million and Item 3860-101-0001 by
$3.4 million.)

Governor’s Drought Advisory Panel Recommendations. In 2000, the
Governor convened an advisory panel to develop a plan to reduce the
impacts of critical water shortages in the near-term due to drought and
other causes. (The panel was convened on the heels of what was initially
anticipated to be a “dry” year.) The panel made a number of recommen-
dations for state assistance to be provided to local and private water pur-
veyors to help them better prepare to respond to water shortages. Specifi-
cally, the panel recommended that state funds be provided:

• To prepare an environmental review of a drought water bank
proposal.

• To provide technical and financial assistance to help local agen-
cies prepare groundwater management plans and integrated
water resource management plans.

• To provide technical assistance to rural homeowners and small
domestic water systems on private wells. This assistance would
educate homeowners with private wells about well construction
and maintenance and provide informational resources on water sup-
ply options when dry conditions reduce or eliminate well supplies.

For 2001-02, the Legislature approved $10.5 million from the General
Fund to implement the panel’s recommendations. Of this amount,
$9.5 million was ongoing funding for financial and technical assistance
and $1 million was one-time funding for the review of a drought water
bank proposal.
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Budget Proposal. The budget proposes about $9.4 million from the
General Fund to implement the drought panel’s recommendations in the
budget year. This is a decrease of $1.1 million from the current year, mainly
reflecting the elimination of a one-time expenditure. Of the proposed
amount, about $2.6 million is for state support and $6.8 million for local
assistance.

General Fund Savings Potential. While the activities proposed to be
funded by the budget proposal—which are largely for local assistance—
are not without merit, we think that they should be funded at a reduced
level. In light of the state’s General Fund condition, we believe a portion
of the financial assistance to local water agencies for long-term planning
purposes can be deferred. This is because the proposed funding reflects a
state augmentation to ongoing planning activities that local water agen-
cies are carrying out. These local agencies have a funding source (rate-
payer revenues) to support these planning functions.

We do, however, think that it is cost-effective to sustain some funding
for this program. This is because by facilitating local planning to prepare
for water shortages, the state might reduce its costs down the road to
respond to a drought.

Recommend Reduction in Funding. We therefore recommend a
reduction of $4.7 million from the General Fund, which would leave
$4.7 million for the department to continue to provide technical and
financial assistance to local water agencies and rural homeowners to help
them better prepare for the possibility of drought conditions.
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AIR RESOURCES BOARD
(3900)

The Air Resources Board (ARB), along with 35 local air pollution con-
trol and air quality management districts, protects the state’s air quality.
The local air districts regulate stationary sources of pollution and prepare
local implementation plans to achieve compliance with federal and state
standards. The ARB is responsible primarily for the regulation of mobile
sources of pollution and for the review of local district programs and plans.
The ARB also establishes air quality standards for certain pollutants, ad-
ministers air pollution research studies, and identifies and controls toxic
air pollutants.

The budget proposes $134 million from various funds, primarily the
Motor Vehicle Account and the General Fund, for support of ARB in
2002-03. This is a decrease of about $86 million, or 39 percent, from esti-
mated 2001-02 expenditures. This decrease reflects (1) the elimination of
$52 million in one-time expenditures for diesel emissions reduction and
zero-emission vehicle incentives that occurred in the current year, and
(2) a $10.5 million reduction in Motor Vehicle Account funding for mo-
bile source programs and local air district subventions.

Legislature Should Reexamine
Stationary Source Funding and Fee Structure

We recommend the enactment of legislation to apply the “polluter
pays principle” to the board’s stationary source program. We find that
the application of this funding principle would result in a shift of
$18.7 million from the General Fund to fees. (Reduce Item 3900-001-0001
by $18.7 million and increase Item 3900-001-0115 by a like amount.)

Stationary Source Program. Air quality was first regulated in Cali-
fornia at the local level in 1947 when state statute authorized the creation
of an air district in every county. (Subsequent law provided for the for-
mation of multicounty and regional districts.) The focus of air quality
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regulation was initially on stationary sources of “visible” pollution, such
as smoke and particulate matter.

Today there are 35 local air districts that are the primary agencies
responsible for regulating emissions from stationary sources of pollution.
Stationary sources include “point” sources (fixed sources such as petro-
leum refineries) and “area” sources (sources which individually emit small
quantities of pollutants but which collectively emit significant emissions,
such as gas stations). The ARB conducts research, planning, and compli-
ance functions in conjunction with the local districts and oversees local
air district activities.

Stationary sources contribute substantially to emissions of certain
pollutants. For example, between one-quarter and one-half of ozone-form-
ing chemicals (the major components of smog) are from stationary sources.
The nature of stationary source pollution is that it is identifiable, from a
specific source, whether it be a single polluter such as a factory or a class
of polluters such as home chimneys.

Budget Proposes Mix of Fund Sources to Support Stationary Source
Program. As shown in Figure 1, the budget proposes $43 million for ARB’s
stationary source program in 2002-03. Funding is proposed from various
sources, primarily the General Fund (58 percent). Fees, federal funds, and
reimbursements make up the balance.

Figure 1 

Stationary Source Program  
Proposed Funding Sources 

2002-03 
(Dollars In Millions) 

Fund Source Amount 

Percent of 
Stationary 

Source Budget 

General Fund $24.9  58% 
Federal funds 9.5  22 
Special funds  

(mainly fees)a 4.9  11 
Reimbursements 3.8  9 

  Total $43.1   
a Includes Air Pollution Control Fund ($3.8 million) and the Air 

Toxics Inventory and Assessment Account ($1.1 million). 
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Fees Support Little of the Stationary Source Program. As shown in
Figure 1, the budget proposes that special funds support only 11 percent
($4.9 million) of stationary source program expenditures. Of this amount,
$3 million is from fees levied on stationary source polluters. (The balance
mainly comes from penalties.) The California Clean Air Act (Chapter 1568,
Statutes of 1988 [AB 2595, Sher]) caps the total amount of fees that may
be levied on stationary sources for ARB’s stationary source program at
$3 million. Further, these may only be levied on facilities emitting over
500 tons of pollution per year. Currently, less than 250 facilities (out of
about 20,000 point stationary sources statewide) pay the stationary source
fee. The fee is currently $25.56 per ton of emissions. Additionally, to the
extent that more high-emitting polluters are added in the state, the fee
per ton of emissions would be adjusted downward due to the $3 million
statewide cap on fees.

General Fund Proposes to Fund Various Activities. As shown in Fig-
ure 2, the budget proposes about $25 million from the General Fund for
various activities under the stationary source program.

Figure 2 

Stationary Source Program  
Proposed General Fund Expenditures 

2002-03 
(In Millions) 

Program Activities Amount 

Planning and technical support $7.9 
Research division 5.8 
Monitoring and laboratory 5.3 
Consumer products/statewide control 

measures 3.7 
Compliance division 1.1 
Program direction and support  1.1 

  Total $24.9 

As mentioned above, the budget proposes to fund a majority of sta-
tionary source program expenditures from the General Fund, with fees
and penalties supporting only 11 percent of the program. As discussed
below, our review finds that a large proportion of the activities proposed to
be funded from the General Fund are more appropriately funded from fees.
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The “Polluter Pays” Principle. We think that funding for the station-
ary source program should be governed by the polluter pays principle.
Under the polluter pays principle, private parties that benefit from using
public resources are responsible for paying the costs imposed on society
to regulate such activities. We think that the relationship between private
degradation of resources and public costs is particularly strong in the
case of stationary source pollution.

The nature of stationary source pollution is that it is identifiable, in
the form of stack or emission pipe, whether it be a single polluter or class
of polluters. We have previously recommended that those pollution
sources that can be identified should pay for any planning, permitting,
compliance, and enforcement activities necessary to regulate and reduce
pollution. (For example, please see our write-up on the State Water Re-
sources Control Board’s core regulatory program in the Analysis of the
1999-00 Budget Bill, page B-110.)

Review Finds Much of General Fund Support Can Be Shifted to Fees.
Our review of various activities proposed to be funded by the General
Fund (as shown in Figure 2) finds that if the polluter pays principle were
fully applied, a substantial portion of the General Fund support could be
shifted to fees. Of the $24.9 million General Fund proposed, we think that
all but the $5.8 million for research and about $0.4 million for program
support would be funded appropriately by fees. The stationary source
research division performs studies of broad health and ecological effects
of stationary source pollution, indoor air quality studies, and supports
broader air quality research. We find that the General Fund is the more
appropriate fund source for the research division because of its broad-
based public health nature. In addition, program direction and support
associated with the research division should also remain payable by the
General Fund.

We think that the remaining activities proposed to be funded from
the General Fund ($18.7 million) are appropriately funded from fees. The
remaining activities, including data collection, planning, and monitor-
ing, are critical steps to develop air quality standards that form the basis
of air quality permitting and enforcement activities statewide. These ac-
tivities provide a basis in science and technology for the permits and pre-
vent the permit requirements from being arbitrary or unduly burden-
some. As such, they provide a benefit to the permit holder and therefore
should be funded through fees.

Recommend Enactment of Legislation to Increase Fee-Based Support.
We recommend the enactment of legislation that would shift certain sta-
tionary source expenditures from the General Fund to fees, for a General
Fund savings of $18.7 million. We therefore recommend the deletion of
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$18.7 million from the General Fund and an increase of $18.7 million in
the Air Pollution Control Fund.

There are a number of issues for the Legislature to consider in enact-
ing this legislation, including determining who should pay the fee, what
the fee rates should be, and whether there should be a cap on total rev-
enues collected from the fee. The state fees should not supplant efforts in
local air districts to assess fees to capture their costs of regulating station-
ary sources within their jurisdictions, but should be added to offset the
costs of providing the statewide regulatory program.

Specifically, we think that the Legislature should consider the follow-
ing. First, the existing statutory cap of $3 million on the total amount of
stationary source fees that may be collected by the state would have to be
removed to fully apply the polluter pays principle. The ARB should be
given the flexibility to set fees at a level that allows full recovery of its
costs for the stationary source program that are appropriately funded from
fees, as discussed above. Second, increasing the feepaying universe to
include a broader group of feepayers than currently would spread the
burden of paying fees among more feepayers, thereby reducing the bur-
den on an individual feepayer.
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DEPARTMENT OF PESTICIDE REGULATION
(3930)

The Department of Pesticide Regulation (DPR) administers programs
to protect the public health and the environment from unsafe exposures
to pesticides. The department (1) evaluates the public health and envi-
ronmental impact of pesticide use; (2) regulates, monitors, and controls
the sale and use of pesticides in the state; and (3) develops and promotes
the use of reduced-risk practices for pest management. The department
is funded primarily by an assessment on the sale of pesticides in the state
and by the General Fund.

The budget proposes expenditures of about $59.7 million and 426
positions in 2002-03 for the department, including $39.2 million from the
DPR Fund (funded mainly by an assessment on pesticide sales) and
$17 million from the General Fund. The proposed expenditures are
$3.3 million, or 5 percent below estimated current-year expenditures.

STATE ENFORCEMENT ACTIVITIES INEFFECTIVE

Background
The state uses a significant amount of pesticides, mainly for agricul-

tural purposes. In 2000, pesticide use in the state totaled nearly 188 mil-
lion pounds. The department is responsible for implementing state and
federal laws to regulate the use of these pesticides in order to protect
worker safety and community and environmental health.

Figure 1 (see next page) shows the DPR’s enforcement expenditures
for 1998-99 through the proposed budget year. Enforcement activities are
funded primarily from the DPR Fund. For 2002-03, the budget proposes
that the DPR Fund support 64 percent of all enforcement expenditures,
with the General Fund contributing approximately 29 percent of these
expenditures.
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Figure 1 

Enforcement Expenditures 

(In Millions) 

Purpose 1998-99 1999-00 2000-01 2001-02 2002-03 

State $11.6 $12.2 $13.9 $11.4 $10.9 
Counties 12.4 12.3 15.2 13.3 13.3 

 Totals  $24.0 $24.5 $29.1 $24.7 $24.2 
Fund source      
 General Fund $6.1 $5.9 $5.9 $6.7 $6.9 
 DPR Fund 15.2 15.9 20.3 15.4 15.5 
 Other funds 2.7 2.7 3.0 2.6 1.8 

State and Local Agencies Share Enforcement Responsibilities. While
DPR is ultimately responsible for ensuring compliance with state pesti-
cide laws, enforcement activities are carried out jointly by the depart-
ment and the County Agriculture Commissioners (CACs). As shown in
Figure 1, county enforcement activities account for more than one-half of
the department’s enforcement spending. In addition to state funds, coun-
ties also provide some of their own funds for these enforcement activi-
ties. Figure 2 highlights the respective enforcement responsibilities of
CACs and the department.

The state is responsible for overseeing the counties’ enforcement ef-
forts. Specifically, as outlined in Figure 2, the state provides counties with
program information and guidance to facilitate enforcement, while the
CACs monitor pesticide application, conduct field inspections, investi-
gate complaints, and assess penalties for violations. The state monitors
the counties’ enforcement efforts and effectiveness by conducting pro-
gram overview inspections. In these overview inspections, DPR staff ac-
company county staff into the field to measure both how well a local indi-
vidual applying pesticides adheres to safety regulations and how well
the county assesses the level of compliance for that application. State over-
view inspections, however, occur on less than 1 percent of all county in-
spections. In addition to field inspections, DPR reviews the compliance
and enforcement actions taken by the counties.

The state also reviews a large amount of local data that describe vari-
ous county activities. For instance, the state reviews county inspection
records of pesticide use by businesses and growers. The state reviews
these records to ensure that the county is applying appropriate enforce-
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ment standards. Much of the county data provide information only on
the quantity of activity carried out, not the quality or results of the activ-
ity. In effect, DPR knows what the counties are doing, but not how well
they are doing it.

Figure 2 

Pesticide Enforcement 
Duties and Responsibilities 

Counties 

��Provide industry outreach and training. 

��Certify private applicators. 

��Inspect pesticide handlers. 

��Evaluate restricted material permits. 

��Conduct scheduled and unannounced  
inspections. 

��Investigate complaints and worker illnesses. 

��Assess penalties. 

State 

��Provide guidance and direction to counties. 

��Conduct overview inspections. 

��Provide general program support. 

Recent Assessment Report Showed Compliance Needs Improvement.
To gain a clearer picture of how individual pesticide users comply with
the law, DPR conducted an assessment of twenty counties with high pes-
ticide use and high agricultural activity in order to determine the effec-
tiveness of pesticide regulation compliance programs. From June 1997 to
March 2001, DPR conducted extensive field inspections and reviews of
county level data, and monitored local pesticide applications to deter-
mine compliance levels. The department has defined 80 percent compli-
ance with inspection criteria as an acceptable compliance level, and any
compliance lower than that as needing improvement. This assessment
was one-time-only in nature and was in addition to the regular compli-
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ance activities undertaken by the counties. Figure 3 summarizes the Com-
pliance Assessment Report’s findings.

Figure 3 

Pesticide Compliance Assessment Report:  
General Findings 

 

• Statewide compliance with regulatory requirements was below acceptable 
(80 percent or greater) level. 

• Growers, in general, had significantly lower compliance than licensed pest con-
trol businesses. 

• Pesticide handlers had low compliance (less than 80 percent). 
• Field worker safety survey showed no significant differences between grower 

and farm labor contractor compliance. 
• There was significant noncompliance in the posting of hazard signs and information. 

Specifically, the report found lower-than-acceptable levels of compli-
ance throughout the state, and that compliance levels for agricultural
growers was below that for pest control businesses. The report noted a
low level of compliance for agricultural workers that handle pesticides
and for hazard posting in agricultural areas. However, the report found
no real difference for worker safety between those who worked directly
for growers and those who worked for labor contractors. Overall, the
department concluded that compliance statewide “needs improvement.”

Data Reveal Significant Noncompliance
A detailed review of the county level data from the Compliance

Assessment Report reveals significant noncompliance in several counties.
We recommend the enactment of legislation that holds counties
accountable for enforcing and improving the compliance of local pesticide
users. We further recommend that the legislation direct the Department
of Pesticide Regulation to report annually on local compliance as
measured by the department using appropriate performance measures.

The Compliance Assessment Report grouped all county compliance
data together to gain a statewide perspective. To obtain a more detailed
look of compliance by counties, we requested the 20 individual county
reports for further analysis. County-level data contained information on
specific inspections, as well as summary data for each county. The goal of
our analysis was to get a sense of the range of compliance across the coun-
ties in the sample.



Department of Pesticide Regulation B - 89

Legislative Analyst’s Office

A Small Number of Counties Have a Significant Amount of Noncom-
pliance. Our review of the individual county data shows that of the coun-
ties covered by the report, six located in the Central Valley are among the
worst performing counties in the state for pesticide regulation compli-
ance. Each of these six counties has substantial local pesticide usage. To-
gether, they accounted for nearly forty-five percent (85 million pounds)
of the state’s pesticide use in 2000. Specifically, data for these six counties
show several areas where compliance levels were below 50 percent, in-
cluding the use of personal protective equipment and the posting of in-
formation on the handling of hazardous pesticides. As a comparison, most
of the other counties reviewed by DPR had few or no areas of compliance
below 50 percent. Less than 50 percent compliance in an area represents
significant noncompliance.

Significant Noncompliance with Protective Equipment Requirement.
Current DPR regulations require that personal protection equipment be
available and used in certain pesticide applications. Our review shows
that compliance with these requirements is particularly problematic. Of
particular concern is the use and availability of personal protective equip-
ment in agriculture. The data show that for growers, nearly 20 percent—
or one-in-five—had a compliance level of less than 10 percent. This means
that personal protection equipment, such as aprons, gloves, protective
eyewear, chemical-resistant clothing, and the information on when and
how to use this equipment was largely unavailable to agricultural pesti-
cide handlers 20 percent of the time throughout the state.

High Level of Noncompliance Raises Questions of Effectiveness of
Local Inspections. As Figure 1 shows, the state provides substantial fund-
ing to counties to inspect and enforce pesticide use laws and regulations.
For the current year, the state provided $13.3 million and the budget pro-
poses the same amount for 2002-03. While counties conduct about 40,000
pesticide use inspections a year using these funds, DPR’s compliance as-
sessment suggests that these inspections have not been effective in ensuring
acceptable levels of compliance in several counties in the department’s study.

Negotiated Work Plans Used to Set Enforcement Goals. Discussions
with DPR indicate that since completion of the compliance assessment,
the department has started to use “negotiated work plans” to set goals
with CACs. These work plans set out the level of inspections and the
scope of education and outreach to be conducted by the CACs. These
work plans are negotiated individually with each county and tailored to
strengthen the weakest parts of the county program. The work plans are
used by DPR regional staff to monitor county enforcement activities.

Funding for Local Enforcement Should Be Tied to Attainment of Ne-
gotiated Work Plan Goals. We think that these negotiated work plans
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can provide a tool for DPR to help counties define enforcement and com-
pliance goals. In order to ensure that compliance improves, we recom-
mend the enactment of legislation requiring DPR to report annually on
the level of compliance achieved by each county receiving funds for en-
forcement.

Based on the information reported, the Legislature can determine what
further actions are needed to improve local compliance. For instance, if
after several years, counties still fail to meet an acceptable level of com-
pliance as measured against goals set in the negotiated work plans, then
the Legislature could consider adopting legislation directing DPR to with-
hold funds to such counties, and assume the CAC’s enforcement respon-
sibility. This approach would provide sufficient time for DPR to work
with counties to improve local compliance. The DPR’s assumption of
county enforcement would be a last resort, similar to what current law
provides in the case of Air Resources Board’s oversight of local air quality
districts’ enforcement of the air quality standard requirements.

Department Oversight of Counties Lacks Measurable Goals
Departmental oversight of county enforcement programs lacks

performance measures and goals. We recommend the enactment of
legislation that directs the department to develop clear goals for its
enforcement program and measurable performance criteria to monitor the
progress of the counties toward those goals.

While the compliance assessment report provides a useful one-time
assessment of compliance with pesticide regulations, it does not provide
data over time that can be used to evaluate county performance on an
ongoing basis.

Negotiated Work Plans Measure Activity Not Results. As mentioned
earlier, a primary tool DPR uses to improve compliance is the negotiated
work plans. One problem with these work plans, however, is that they
rely heavily on county workload data to determine program success and
not on well-defined performance measures. For example, counties count
and report on the number and type of inspections conducted as required
by the work plans. Such data, however, do not provide an indication of
the accuracy or rigor of the inspection. For that, the state must conduct
overview inspections to assess the quality of the county program.

Overview Inspection Data Not Available. For the state’s overview
inspection program to be effective, data must be compiled regarding the
level of compliance by pesticide users in the counties. Currently, such
data are not available as an oversight tool. For instance, for our review,
the department was unable to supply any summary information that
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would indicate how well (or poorly) a county had performed based on
DPR’s overview inspections. Our review of DPR field inspection records
provide no evidence that the department’s overview inspection efforts
are either targeted towards problematic counties or focused in areas of
greatest noncompliance. Without such data, DPR cannot ensure that it is
allocating its staff resources in the most effective and efficient manner. It
also cannot assess whether the negotiated work plans are effective in
changing user behaviors and improving compliance.

Negotiated Work Plans Should Specify Performance Measures and
Goals. In order that the work plans can provide an effective tool to mea-
sure compliance, DPR must set clear compliance goals in the work plans.
These compliance goals should be in addition to enforcement activity
goals. The DPR should also identify clear performance measures by which
to measure progress towards achieving these goals. Doing so would make
clear to counties what they are expected to achieve.

The DPR Needs to Compile Summary Data on Compliance. The DPR
should also compile summary data based on its overview inspections of
counties. The data should provide information that enables the depart-
ment to (1) track the level of compliance of a county on an ongoing basis,
and (2) identify specific areas of noncompliance. Only with this type of
information can DPR help counties to revise their negotiated work plans
to target enforcement activities in order to improve compliance. Without
such data, DPR will be unaware of ongoing compliance deficiencies and
unable to focus state resources in the most efficient and effective manner.

Accordingly, we recommend the enactment of legislation requiring
DPR to develop compliance goals for county enforcement and identify
measurable performance criteria to monitor county achievement of these
goals. The legislation should also require DPR to track data on county
compliance on an ongoing basis.

DEPARTMENT FUNDING

Justification for General Fund Support
Incomplete and Inaccurate

We withhold recommendation on the department’s request for a
$3.4 million General Fund augmentation for general support of the
department until it provides, at budget hearings, accurate information
detailing the program impacts if these funds are not provided. Further,
should the department not provide this information, we recommend
deletion of the $3.4 million General Fund.
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Mill Assessment Insufficient to Maintain DPR Current Program;
General Fund Requested. The primary source of funding for DPR is an
assessment levied on the sale of registered pesticides for use in the state
(the mill assessment). Chapter 523, Statutes of 2001 (AB 780, Thomson),
sets the mill assessment rate at 17.5 (1.75 cents) per dollar of sales, through
June 30, 2004. Of this amount, current law requires that 6 mills be distrib-
uted to the counties for enforcement activities and 0.75 mill be distrib-
uted to the Department of Food and Agriculture. The remaining 10.75
mills are available for support of DPR. For the budget-year, DPR esti-
mates $32 million to be available for departmental support from the mill
assessment.

At the current mill assessment level, there would not be sufficient
resources from the DPR Fund to support the current level of department
activities. To maintain those activities, the department requests an increase
of $3.4 million in General Fund support for 2002-03. The amount would
fund activities that are currently supported with DPR Fund money.

Need for General Fund Support Not Accurately Identified. The de-
partment indicated that the General Fund would be needed to support
certain programs that are either federally required or of relatively high
priority. It further indicated, however, that should the additional General
Funds not be provided it will seek alternate ways of absorbing the short-
fall rather than eliminating the programs. This suggests that the General Fund
is in effect requested to fund other, potentially lower priority activities.

Since the submitted request does not accurately portray either the
benefits from, or the negative impacts without these General Funds, we
recommend that the department provide the Legislature at budget hear-
ings complete and accurate information that describes the actual program
impact should these funds not be provided. Without such information,
the Legislature cannot determine the impact of the budget proposal. There-
fore, we recommend that the Legislature not act on this request until such
time as the department provides this information. Should the department
not provide the information, we recommend the Legislature not approve
the General Fund augmentation.
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STATE WATER RESOURCES
CONTROL BOARD

(3940)

The State Water Resources Control Board (SWRCB), in conjunction
with nine semiautonomous regional boards, regulates water quality in
the state. The regional boards—which are funded by the state board and
are under the state board’s oversight—implement water quality programs
in accordance with policies, plans, and standards developed by the state board.

The board carries out its water quality responsibilities by (1) estab-
lishing wastewater discharge policies and standards; (2) implementing
programs to ensure that the waters of the state are not contaminated by
underground or aboveground tanks; and (3) administering state and fed-
eral loans and grants to local governments for the construction of waste-
water treatment, water reclamation, and storm drainage facilities. Waste
discharge permits are issued and enforced mainly by the regional boards,
although the state board issues some permits and initiates enforcement
action when deemed necessary.

The state board also administers water rights in the state. It does this
by issuing and reviewing permits and licenses to applicants who wish to
take water from the state’s streams, rivers, and lakes.

The budget proposes expenditures of $663.6 million from various
funds for support of SWRCB in 2002-03. This amount is a decrease of
$394.6 million, or about 37 percent, below estimated current-year expen-
ditures. Most of this decrease reflects a reduction of $403.2 million of bond-
funded expenditures, mainly for loans and grants for local water quality
and water recycling projects. Major budget proposals include (1) a one-
time increase of $22.4 million in payments from an insurance fund to
underground storage tank owners and operators for the cleanup of leak-
ing tanks, (2) an increase of $4.3 million for information management
improvements, and (3) a shift of $15 million from the General Fund to
fees to support the board’s core regulatory program.
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FUNDING SWRCB’S CORE REGULATORY PROGRAM

The budget proposes to create General Fund savings by shifting some
General Fund support for the State Water Resources Control Board’s core
regulatory program to fees. In the sections that follow, we discuss the
Governor’s proposal, make recommendations for fee legislation, and
provide an assessment of the board’s funding requirements over the longer
term in order to meet its statutory mandates.

 The SWRCB’s Core Regulatory Program
The board’s core regulatory program involves permitting, inspection,

monitoring, and enforcement activities concerning dischargers of waste
into the state’s waters. The program has been traditionally funded by a
mix of funding sources. While General Fund support for the program has
increased substantially in recent years, fee-based support has remained
relatively stable. This is partially due to the fact that statute provides a
cap on fee levels as well as fee exemptions.

Regulation of Waste Discharges. Since the 1960s, discharges of waste
into the state’s surface waters and groundwater have been regulated by
the state and regional boards. The state board assesses the state’s water qual-
ity, sets standards, and develops statewide plans to control water pollution.

There are two major types of water pollution—“point source” and
“nonpoint source” pollution. Point source pollution involves the discharge
of an identifiable amount of waste directly into water bodies by identifi-
able entities. To control point source pollution, the state and regional
boards issue permits (“waste discharge permits”) that set limits on the
types and amount of discharges and enforce compliance with these permits.

Nonpoint source pollution is created when water picks up contami-
nants from pesticide use, mining, logging, and other sources and depos-
its them in water bodies. The diffuse nature of nonpoint source pollution
makes it difficult to identify and quantify the extent to which an indi-
vidual source degrades water quality. These sources are generally not
controlled by a permitting program. Rather, the board develops volun-
tary best management practices to be adopted by farmers and other
nonpoint source waste dischargers. An exception pertains to stormwater
pollution, which, while sometimes nonpoint source in nature, is regu-
lated through a series of statewide or countywide permits that apply to a
multitude of construction, industrial, or municipal sources of pollution.

The board’s “core regulatory program” refers to the board’s five pro-
grams that issue and enforce permits for point sources, including the
stormwater program. Figure 1 shows the type and number of facilities
regulated under the various components of the core regulatory program.
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Figure 1 

State Water Resources Control Board 
Core Regulatory Program Components 

Program Component  

Rivers, lakes, coastal waters 
(NPDES)a 

• Regulates about 2,600 dischargers of waste 
into the state’s streams, rivers, lakes, and 
coastal waters. 

• Regional boards issue NPDES permits to dis-
chargers. 

• There is a special category of NPDES permits 
for dairy farms. 

• Under federal law, NPDES permits generally 
must be reissued every five years. 

Landfills  
(Chapter 15b) 

• Regulates about 1,200 dischargers of waste to 
waste management units such as landfills. 

• Regional boards issue Chapter 15 waste dis-
charge requirements (WDRs) to dischargers. 

• WDRs are to be updated every three, five, and 
ten years, based on relative threat to water 
quality of the permittee’s activities. 

Lands, other than landfills 
(non-Chapter 15) 

• Regulates about 3,500 dischargers of waste to 
land, excluding landfills and other specified 
lands. 

• Regional boards issue non-Chapter 15 WDRs 
to dischargers. 

• WDRs are to be updated every three, five, and 
ten years as above. 

Stormwater • Regulates about 16,000 construction and in-
dustrial sites contributing to stormwater runoff 
under a statewide general NPDES permit. 

• Regulates municipal stormwater runoff under 
areawide general NPDES permits. 

Water quality certificationd 

(Section 401) 

• Reviews about 1,100 applications annually for 
projects requiring a federal permit or license to 
certify that discharges will not violate state wa-
ter quality standards. 

a National Pollutant Discharge Elimination System, implementing the federal Clean Water Act under 
agreement with U.S. Environmental Protection Agency. 

b Chapter 15, Title 23, California Code of Regulations, pursuant to Porter-Cologne Water Quality Control Act. 
c Pursuant to Porter-Cologne Water Quality Control Act. 
d Section 401, federal Clean Water Act. 
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Core Regulatory Program Involves Permitting and Enforcement. The
main activities of SWRCB’s core regulatory program are permitting, in-
spections, review of self-monitoring conducted by dischargers, and en-
forcement for the five categories of waste dischargers as set out in Fig-
ure 1. The program does not encompass a number of other major activi-
ties carried out by the board in other programs. Specifically, the program
does not include the board’s water quality planning and standard-setting
activities, nor does it include the local assistance, nonpoint source pollu-
tion control, or the underground fuel tank cleanup programs.

Core Regulatory Program Is Funded By A Mix of Fund Sources. The
board’s core regulatory program has traditionally been funded by a mix
of four funding sources. These include:

• The General Fund.

• The Waste Discharge Permit Fund (WDPF). These are fees levied
by the state and regional boards on dischargers of waste into the
state’s waters.

• The Integrated Waste Management Account (IWMA). These are
“tipping fees” levied by the California Integrated Waste Man-
agement Board on solid waste disposed at landfills.

• Federal funds.

Figure 2 shows the expenditures of the core regulatory program by
funding source.

Figure 2 

Core Regulatory Program 
Expenditures by Funding Source 

(In Millions) 

 2000-01 2001-02 2002-03a 

General Fund $26.8 $39.0 $22.5 
Waste Discharge Permit Fundb 15.3 17.0 31.7 

Integrated Waste Management Accountb 6.0 5.3 5.3 
Federal funds 5.7 8.8 8.8 

 Totals $53.8 $70.1 $68.3 
a As proposed by the Governor’s budget. 
b Fees. 
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Through the current year, the General Fund has supported a majority
of the expenditures in the core regulatory program. For example, about
56 percent of the estimated $70.1 million of program expenditures in
2001-02 will come from the General Fund.

General Fund Support Has Increased Substantially in Recent Years.
From 1990-91 through 1998-99, annual General Fund support for the core
regulatory program remained relatively stable—at around $13 million.
However, beginning with the 1999-00 budget, the Legislature has approved
a number of General Fund augmentations to the core regulatory program
to bring General Fund support to $39 million in the current year.

These augmentations came about largely as a result of findings from
legislative oversight hearings on the board’s core regulatory program
conducted in 1999 and 2000. At these hearings, the Legislature expressed
concern about the low level of inspections and enforcement, as well as
the significant backlog in the update and renewal of water quality permits
which had developed. In particular, the Legislature found that there were
substantial unmet funding requirements in the board’s stormwater program.

Fee-Based Support Has Remained Stable. Although General Fund
support for the core regulatory program has increased substantially in
recent years, the program’s fee-based support has remained relatively
stable. The ability of the board to increase fee revenues by raising fee
rates has been restricted due to a statutory cap of $10,000 on annual waste
discharge permit fees that was set in 1989. (Although fee rates are capped,
fee revenues have increased somewhat, although rather modestly over time,
due to an increase in the number of feepayers.)

The setting of the statutory cap of $10,000 in 1989 was based in part
on the board’s analysis of workload needs in light of statutory require-
ments at that time. However, as will be discussed later, the board’s core
regulatory workload has increased significantly since 1989 due to federal
and state law changes affecting the board’s responsibilities.

Current Fee Structure. By regulation, the board has adopted a sched-
ule for the annual waste discharge permit fees ranging from $200 to the
statutory cap of $10,000, based on a discharger’s relative threat to water
quality. Under current law, confined animal feeding operations (such as dairy
farms) are exempt from paying the annual permit fee, but they may be sub-
ject to a one-time $2,000 fee. This exemption has been in statute since 1990.

The board has interpreted statute as authorizing the assessment of
only one permit fee per permit. Therefore, for example, if a regional board
issues a municipal stormwater permit to a county (with individual cities
as copermittees), the maximum permit fee under statute would remain
$10,000, even though dozens of cities might be covered under the permit.
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Currently, the board’s waste discharge permit fees generate about
$15 million annually from about 17,000 dischargers, less than 2 percent of
which pay a $10,000 annual fee (the statutory cap). About 70 percent of
these feepayers are stormwater dischargers who pay an annual fee of up
to $500 to operate under a statewide stormwater permit.

State’s Fees Are Much Lower Than Several Other States’ Fees. Based
on a survey of other states’ waste discharge fees conducted in 1998, our
review finds that California’s maximum fee ($10,000) is significantly lower
than the maximum fee in several other states. For example, the survey
found a maximum fee of $400,000 in New Jersey, $100,000 in South Da-
kota, and $54,000 in Ohio.

Increasing Fee-Based Support
The budget proposes to create General Fund savings of $15 million

by increasing the level of fee-based support for the program. While we
think that this is a step in the right direction, we recommend that the
Legislature shift a higher amount of General Fund to fees than proposed
by the Governor. We also recommend that the Legislature enact legislation
to revise the board’s fee structure, both to facilitate a higher level of fee
revenues as well as address equity and other issues. (Reduce Item 3940-001-
0001 by $22.5 million and increase Item 3940-001-0193 by a like amount.)

Governor’s Budget Proposal. For 2002-03, the budget proposes
$68.3 million for the board’s core regulatory program, a slight decrease
from estimated expenditures in the current year. However, the budget
proposes a significantly different mix of funding sources than in the cur-
rent year. Specifically, as shown in Figure 2, the budget proposes to shift
funding of about $15 million from the General Fund to the WDPF. Ac-
counting for this fund shift, the budget proposes $22.5 million from the
General Fund, $31.7 million from WDPF, $5.3 million from IWMA, and
$8.8 million from federal funds for the core regulatory program. Under
the proposed funding mix, fees (from WDPF and IWMA) would support
about 54 percent of the core regulatory program’s budget.

In order to raise the additional revenues in WDPF to support the pro-
posed fund shift, the budget proposes that the current statutory cap on
fee levels of $10,000 be raised to $20,000. Presumably, the board would by
regulation establish a fee schedule setting particular fee rates for differ-
ent classes of dischargers up to the higher cap.

Basis of Governor’s Proposal Is “Polluter Pays” Principle. In docu-
ments submitted with the Governor’s budget proposal, it is stated that
the basis for the proposed shift of funding from the General Fund to fees
is the implementation of the polluter pays principle. The budget docu-
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ments note that “private individuals or businesses that use or degrade a
public resource (such as air, water, or wildlife) should pay all, or a por-
tion of, the social cost imposed by their use of the resource.”

The budget documents also note that the particular dollar amount
for the fund shift was derived from the results of a survey of 800 of the
board’s feepayers (of which 116 responded) regarding their preferences
for a revised fee system. According to the board, 80 percent of survey
respondents supported a funding structure where permit fees fund up to
50 percent of program costs. As mentioned above, the budget proposes
that fees cover 54 percent of program costs.

Proposed Fund Shift Is Step in Right Direction, But Should Go Fur-
ther. We think that the budget proposal to shift some current General
Fund support of the board’s core regulatory program to fees is a step in
the right direction. We agree with having the polluter pays principle guide
the funding of this program.

However, we think that the proposed fund shift does not go far
enough. As we discussed in a prior-year’s analysis (please see our Analy-
sis of the 1999-00 Budget Bill, page B-109), we think that the relationship
between private degradation of resources is particularly strong in the case
of point source water pollution (the focus of the board’s core regulatory
program), thereby justifying a full fee-based recovery of the (nonfederal)
costs of the core regulatory program. Furthermore, fee-based support is
appropriate given that the workload of the core regulatory program (per-
mitting, inspections, discharger monitoring, and enforcement) is tied di-
rectly and completely to individual polluters/feepayers.

Recommend Greater Funding Shift to Fees. In order to fully apply the
polluter pays principle to funding the board’s core regulatory program,
we therefore recommend that the General Fund be reduced by an addi-
tional $22.1 million and that WDPF be increased by a like amount.

In order to implement the funding shift at either the level the budget
proposes or as we recommend, the Legislature would need to enact legis-
lation. This is because the existing statutory fee cap of $10,000 would have
to be lifted (raised or removed) in order that sufficient revenues could be
raised from feepayers to provide for the fund shift.

We think that the need to enact fee legislation provides the Legisla-
ture the opportunity to address a couple of other issues arising with the
existing fee structure. These issues relate to (1) an existing fee exemption
and (2) the one permit, one fee rule. We discuss these two issues in the
sections that follow.

Annual Fee Exemption for Dairy Operations Should be Revisited. As
mentioned above, current law exempts confined animal feeding opera-
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tions (mainly dairy farms) from paying the annual waste discharge per-
mit fee. (Some of these operations are required to pay a one-time fee of
$2,000. Also, if a dairy undergoes a significant change in operations or
expands, it may be required to pay another one-time fee.)

We think that in enacting fee legislation to accommodate our recom-
mended funding shift, the Legislature should consider whether or not to
continue this fee exemption. When the fee exemption was established in
the late 1980s, it was generally thought that waste from these operations
were not a significant source of water pollution. However, enhanced
monitoring of the state’s waters in recent years has shown that these op-
erations contribute much more to water pollution than originally thought.
In light of this fact, the board’s budget was increased by $401,000 (Gen-
eral Fund) in 1999-00 to provide specifically for permitting and inspec-
tions of dairies.

Our review finds that the board plans expenditures of $883,000 to
regulate dairies in 2002-03, while it expects to collect only about $60,000
in one-time fees from dairies. Accordingly, the (one-time) fees levied on
dairies bear little relationship to the board’s workload to regulate this
source of pollution. As a consequence, fees levied on other polluters, and
the General Fund, have been used to subsidize the board’s regulation of
dairies. This has raised concerns from other feepayers that the fee struc-
ture is not equitable.

Therefore, we recommend that the Legislature consider removing the
current exemption from paying the annual waste discharge permit fee
that is granted to confined animal feeding operations. Alternatively, the
Legislature could consider enacting annual fees only for the larger feed-
ing operations that pose greater threats to water quality.

“One Permit, One Fee” Rule Needs Revision. As mentioned above,
current law appears to limit fee assessment to one fee for each permit. In
light of the addition of the stormwater component to the board’s core
regulatory program (in 1991) as discussed below, we think that the one
permit, one fee rule leads to problems and should be revised.

Currently, municipalities are required to implement plans for con-
trolling stormwater runoff. These plans are regulated under municipal
stormwater permits issued by the regional boards. Rather than issue a
separate permit to every city, regional boards generally issue a municipal
stormwater permit to a county, with individual cities as “copermittees.”
Issuing an areawide permit is more cost-efficient and is appropriate par-
ticularly when cities drain into a single county storm drain system. How-
ever, given that an areawide permit is issued only to one jurisdiction (the
county), only one fee (up to the $10,000 statutory cap) is assessed.
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Our review finds that the workload (inspections, enforcement) gen-
erally associated with these areawide permits greatly exceeds $10,000
annually. This is particularly the case in larger counties, such as Los An-
geles County that has over 80 cities as copermittees.

Given workload demands associated with the municipal stormwater
permit program, we think that a change in the statutory fee structure that
explicitly allows for an assessment of fees on copermittees is warranted.
In addition to the stormwater permit program, there are other permitting
programs under the board’s core regulatory program which issue a single
permit that includes copermittees. The Legislature may wish to consider
authorizing fees to be assessed on copermittees in general to cover these
other cases as well.

Substantial Unmet Funding Requirements Identified
The budget does not address the substantial unmet funding

requirements identified by the board in its legislatively required review
of the core regulatory program. We think that the Legislature should
consider these funding requirements as part of its review in enacting the
fee legislation to increase the level of fee-based support for the program.

Legislature Required Baseline Needs Analysis. In light of findings
that the board was not carrying out a number of core regulatory program
activities at adequate levels, the Legislature in the Supplemental Report of
the 1999 Budget Act directed the board to conduct a baseline funding “needs
analysis” for the program. The needs analysis was to reflect current pro-
gram responsibilities under state and federal law and the major threats to
water quality needing to be addressed in light of existing water quality
conditions. In particular, the board was directed to assess the funding
needs for a cost-effective compliance assurance and enforcement program.

Board Identified Substantial Unmet Funding Requirements. In order
to project workload for the needs analysis, the board identified any re-
quirement in state or federal law that dictates how its work is to be con-
ducted. For example, federal law requires that National Pollutant Dis-
charge Elimination System (NPDES) permits (which are federal permits)
must be reissued at least every five years. In other cases where law does
not provide direction, the board applied administratively developed stan-
dards that are intended to provide a reasonable level of frequency for
inspections and the updating of permits. For example, the board’s ad-
ministrative standards provide that permittees should be inspected be-
tween one-and-three times a year, depending on relative threat to water
quality. Similarly, these standards provide that permits should be “up-
dated” every three, five, or ten years, again depending on threat to water
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quality (except in the case of NPDES permits discussed earlier). We think
that the board’s methodology was reasonable.

In its January 2001 report to the Legislature with the baseline needs
analysis, the board identified substantial unmet funding requirements,
both in terms of existing workload and new workload that was antici-
pated in future years. As shown in Figure 3, the baseline needs analysis
identified funding requirements for the board’s existing workload of about
$107 million above the level of funding provided in the 2002-03 proposed
budget for the core regulatory program. In other words, the board esti-
mates that it would cost an additional $107 million to inspect currently
permitted waste dischargers, conduct enforcement, and update permits
at a frequency it considers adequate in light of threats to water quality.

The needs analysis also identified an additional $73.7 million of fund-
ing requirements in future years, related to an expansion of the universe
of dischargers to be regulated under the stormwater program. This brings
the unmet annual funding requirements in the longer term to a total of
$180.7 million—an increase of over 260 percent above the proposed
2002-03 budget for the core regulatory program.

Figure 3 

Core Regulatory Program  
Funding Requirementsa 

(In Millions) 

  Additional Funding Requirementsb 

Program Component 
2002-03 
Budget 

Existing 
Workload 

Future-Year 
Requirements Total 

NPDES $23.3 $11.5 — $11.4 
Dairies 0.9 24.3 — — 
Non-Chapter 15 12.7 20.8 — — 
Chapter 15 10.1 9.2 — — 
Stormwater 18.9 27.8 $73.7 101.5 
Section 401 Certification 2.4 13.4 — 13.4 

 Totals $68.3 $107.0 $73.7 $180.7 
a Based on January 2001 SWRCB report submitted to the Legislature pursuant to the Supplemental 

Report of the 1999 Budget Act. 
b Funding requirements identified above 2002-03 baseline, including staffing and contracts. 
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Proposed Budget Does Not Address Unmet Funding Requirements.
The proposed budget for the core regulatory program is essentially a sta-
tus quo budget in terms of total expenditures. Therefore, the budget does not
address the issue of workload identified by the board that is going undone.

To get a sense for the workload that is going undone, we reviewed
the board’s most recent set of performance measures for the core regula-
tory program—for 2000-01. For example, we find that only about 25 per-
cent of NPDES and stormwater permitees were inspected at least once
that year (the board’s standard being at least one-to-three inspections for
all permittees annually). As another measure of performance, only 44 per-
cent of significant permit violations of WDR permitees resulted in any
form of enforcement action (whether informal—such as a verbal warn-
ing, or formal—such as a penalty). We also find that significant backlogs
in updating and reissuing permits continue to exist. For example, at the
beginning of 2001-02, 26 percent of “major” NPDES permits (facilities
posing the most significant potential threats to water quality) had already
expired under federal law and needed to be reissued.

Fee Legislation Discussion Is Opportunity to Consider Unmet Fund-
ing Requirements. While we think that the board has made considerable
progress in its core regulatory program as a result of the recent budgetary
augmentations, the board reports that there remains substantial workload
that is not being addressed. According to the board, it would probably
take at least seven years for it to absorb all the additional staffing needed
in the core regulatory program, assuming facilities (and funding) needs
can be met. We think that in the discussions surrounding the fee legisla-
tion that would be required to implement the funding shift to fees, the
Legislature should consider the role that fees may play over the coming years
in addressing the unmet funding requirements that have been identified.
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DEPARTMENT OF TOXIC
SUBSTANCES CONTROL

(3960)

 The Department of Toxic Substances Control (DTSC) regulates haz-
ardous waste management, cleans up or oversees the cleanup of contami-
nated hazardous waste sites, and promotes the reduction of hazardous
waste generation. The department is funded by fees paid by persons that
generate, transport, store, treat, or dispose of hazardous wastes; environ-
mental fees levied on most corporations; the General Fund; and federal funds.

The budget requests $156 million from various funds for support of
DTSC in 2002-03. This is a decrease of about $152 million, or 49 percent,
from estimated current-year expenditures. This decrease is accounted for
mostly by the elimination of one-time expenditures that occurred in the
current year consisting of (1) $115 million for the Stringfellow/Casmalia
hazardous waste site settlements and (2) $21 million from the General
Fund to repay a loan from the Superfund Bond Trust Fund. Major budget
proposals include (1) an increase of $2.2 million (special funds) for vari-
ous purposes in the hazardous waste management program, (2) an in-
crease of $6.8 million (special funds) for office-related costs, and (3) a shift
of $7.9 million from the General Fund to special funds for site cleanup
and administrative costs.

Governor’s Budget Proposes to
Substantially Reduce CLEAN Program

The budget proposes $1 million for a loan and grant program (the
Cleanup Loans and Environmental Assistance to Neighborhoods
program) to assess and clean up contamination at abandoned or
underutilized sites known as brownfields. This reflects a decrease of
$7 million from current-year expenditures.
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“Brownfield” sites are abandoned, idled, or under-used industrial and
commercial facilities where expansion or redevelopment is complicated
by real or potential environmental contamination. To address the impedi-
ments to brownfield redevelopment, Chapter 912, Statutes of 2000 (SB 667,
Sher) established the Cleanup Loans and Environmental Assistance to
Neighborhoods (CLEAN) program in DTSC. The CLEAN program pro-
vides grants and low-interest loans to property owners, developers, com-
munity groups, and local governments to (1) assess the level of contami-
nation at abandoned and underutilized properties with either real or po-
tential toxic waste found on site and (2) clean up the contamination at
these sites. The majority of funds are to be dispersed as loans, creating a
“revolving door” of funding such that, after an initial investment in the
program, the program would largely refinance itself.

In 2000-01, the Legislature approved a transfer of $85 million from
the General Fund to the CLEAN Account as “seed money” for the loans
and grants to assess and clean up brownfield sites. Due to the state’s Gen-
eral Fund condition, the Legislature has approved the transfer of $77 mil-
lion of the $85 million back to the General Fund. Figure 1 shows the use
of the remaining $8 million in funds (almost all to be spent in the current
year). As shown in the figure, the Governor proposes expenditures of
$1 million for the CLEAN program in 2002-03, a decrease of $7 million
from the current-year level. Expenditures in the current year have been
mainly for cleanup loans. For the budget year, expenditures will be solely
for ongoing loan administration and oversight.

Figure 1 

CLEAN Program Expenditures 

(In Millions) 

 2001-02 2002-03a 

Start-up costs $0.3 — 
Loans for site cleanup 5.5 — 
Ongoing loan administration and oversight 0.3 $1.0 
Develop environmental insurance proposal 0.5 — 

Develop guidelines and conduct studiesb  0.4 — 

 Totals $7.0 $1.0 
a As proposed by the Governor’s budget. 
b Required by California Land Environmental Restoration and Reuse Act (Chapter 764, Statutes of 

2001 [SB 32, Escutia]). 
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To date, the financial assistance provided under the CLEAN program
has been in the form of loans approved for commercial and industrial
redevelopment, low-income and market rate housing, mixed-used de-
velopments, and downtown revitalization. The DTSC has encumbered
six loans ranging from $400,000 to $1.9 million in six different communities.

Overlap Found Between Pollution
Authority Program and CLEAN Program

We find that the department and the California Pollution Control
Financing Authority (CPCFA) have overlapping statutory authority to
operate potentially similar programs to promote the redevelopment of
brownfields. We therefore recommend the enactment of legislation to
reduce the potential for programmatic overlap between the department
and CPCFA. We further recommend the adoption of supplemental report
language requiring CPCFA and the department to report on their efforts
to coordinate their activities.

The CPCFA Also Has a Brownfields Program. The main activity of
CPCFA is to issue bonds (sometimes tax-exempt) on behalf of private
borrowers for the acquisition, construction, or installation of pollution
control facilities. The authority charges fees to borrowers for its services
and accordingly has built up a fund balance from these fees since the
mid-1980s.

Recent legislation (Chapters 914, Statutes of 2000 [AB 779, Torlakson]
and Chapter 915, Statutes of 2000 [SB 1986, Costa]) also authorized CPCFA
to establish a program to provide grants and loans for the identification,
assessment, and mitigation of brownfield sites. According to the author-
ity, the CPCFA has a fund balance of approximately $55 million in the
current year. Of this amount, CPCFA has set aside $10 million for the
brownfield program and $2.5 million for another economic development
program. Additionally, the Governor’s budget proposes a $20 million loan
to the General Fund from this fund. This leaves the authority with ap-
proximately $22.5 million for future CPCFA program activity.

Of the $10 million set aside for brownfield programs, $2.3 million has
been encumbered to date for three communities to assess contamination
at sites and determine the development potential of the sites. This leaves
an uncommitted balance of $7.7 million. The three loans serve the com-
munities of Oakland ($1 million), San Diego ($1 million), and Emeryville
($0.3 million). According to CPCFA, priority for remaining funds will be
given to “cleaner” sites that have greater development potential rather
than “dirtier” sites. If a redevelopment project proceeds, any funding from
CPCFA for site assessment must be repaid with interest.
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Overlap in Statutory Authority, But Differences in Practice. Both
DTSC and CPCFA have the authority to provide financial assistance
through loans and grants to identify, assess, and clean up sites with real
or potential environmental hazards. Although there is overlap between
DTSC and CPCFA in their statutory authority, we find that there are clear
differences in how each has implemented its brownfield program in prac-
tice. To date, both DTSC and CPCFA have focused on specific portions of
their statutory authority in their grant/loan programs, reflecting their
specific expertise. The DTSC through the CLEAN program has focused
on actual mitigation and cleanup of brownfield sites while the CPCFA
program has focused on funding the assessment (prepurchase) phase of
development. The DTSC’s focus appears reasonable, as DTSC is able to
offer the recipients of cleanup loans ongoing technical assistance on clean-
ing up sites, based on its programmatic knowledge and scientific exper-
tise. This is an expertise that is not found at the CPCFA.

On the other hand, we find that CPCFA is well positioned to provide
“predevelopment” assistance in the form of loans or grants to assess con-
tamination and development potential at brownfield sites. This is because,
as a financing authority, CPCFA understands the property development
process. Commercial loan packages and grants do not typically provide
financing at this stage of development, therefore the CPCFA’s
predevelopment program fits a specific need in brownfields site devel-
opment financing.

While CPCFA and DTSC have to date each focused on different as-
pects of brownfield redevelopment (site assessment versus cleanup), there
is no guarantee that their program activities will not overlap in future
years given the overlap in their respective statutory authorities. We think
that this overlap in authority—if exercised by DTSC and CPCFA in prac-
tice—could compromise the effectiveness of the state’s overall effort to
facilitate brownfield redevelopment.

Recommend Enactment of Legislation to Reduce Potential for Pro-
grammatic Overlap. As discussed above, we think that CPCFA and DTSC
have unique expertise in different aspects of brownfield redevelopment.
We therefore recommend the enactment of legislation that would divide
authority for brownfields programs between these two agencies based
on their respective expertise. Specifically, we recommend that statute re-
quire CPCFA to give priority to providing loans and grants for
predevelopment site assessment and that DTSC be required to give prior-
ity to providing cleanup loans and grants.

We recognize that the department’s and CPCFA’s programs, even with
their different focuses, will need to work together to ensure that there are
not gaps in the assistance provided by the state to facilitate brownfield
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development. Additionally, with limited state resources for brownfields
programs, it is important that the state is using its collective resources
devoted to this purpose most effectively. We therefore recommend that
the legislation also require that CPCFA and DTSC develop a memoran-
dum of understanding (MOU) to establish the extent to which collabora-
tion between the two agencies should occur. To the extent possible, crite-
ria for providing financial assistance should be jointly established. As a
result of these actions, limited state resources can be appropriately tar-
geted and financing mechanisms for redevelopment and loan applicants
can be streamlined.

There are a number of examples where state agencies with overlap-
ping authorities have signed MOUs to coordinate their activities in order
to be more effective. For example, the Department of Conservation and
the California Integrated Waste Management Board have signed an MOU
to coordinate both agencies’ activities related to public education and
outreach to promote recycling.

In addition, we recommend the adoption of supplemental report lan-
guage requiring CPCFA and DTSC to submit a report to the Legislature,
by January 1, 2003, on the MOU, including their efforts to reduce overlap
and streamline the process for providing financial assistance for
brownfield redevelopment.

Potential Funding for Cleanup Loans and Grants
If the Legislature wishes to provide additional state funding for loans

and grants for brownfield site cleanup in the budget year, we recommend the
enactment of legislation to authorize a one-time transfer of $5 million from
the California Pollution Control Financing Authority’s fund balance to the
Cleanup Loans and Environmental Assistance to Neighborhoods Account.

We further recommend increasing the department’s federal
reimbursement authority by $1 million to enable the department to receive
recently authorized federal funds for brownfield cleanup. (Increase 3960-
001-0890 by $1 million.)

Budget Proposal Lacks Funding for One of Two Statutory Objectives.
As discussed above, statute provides for various state functions to pro-
mote the development of brownfields. Statute sets two main objectives—
the provision of financial assistance for site assessment and the provision
of financial assistance for site cleanup. The Governor’s budget proposal,
however, lacks funding for one of these objectives—there is no funding
proposed for new loans and grants for site cleanup under DTSC’s CLEAN
program. On the other hand, CPCFA plans to continue drawing down a
$10 million set-aside to award new grants and loans for site assessment.
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Option to Transfer Funds From CPCFA to DTSC. As discussed above,
due to the state’s General Fund condition, most of the funding initially
deposited in the CLEAN account has been transferred back to the Gen-
eral Fund. This leaves slightly less than $1 million available for expendi-
ture from the account in the budget year. The budget proposes that the
$1 million be spent solely for ongoing administration and not for new
loans and grants for site cleanup. Should the Legislature wish to provide
funding for new loans and grants for site cleanup in the budget year, one
option available to it is to enact legislation providing for a one-time trans-
fer of $5 million from CPCFA’s fund balance to the CLEAN account. Our
review finds that CPCFA’s fund (off-budget) has a sufficient balance to
support this transfer. If the transfer were made, this would leave about
$17.5 million in CPCFA’s fund for future program activities, in addition
to the $7.7 million remaining from the $10 million set-aside for CPCFA’s
brownfield programs.

Recommend Budget Include Authority to Receive Federal Funds. Our
review finds that recently enacted federal legislation—the Small Busi-
ness Liability Relief and Brownfields Revitalization Act—provides fund-
ing to states to be used for grants for brownfield liability relief, cleanup,
reuse, and revitalization. According to the department, California appears
eligible for about $1 million in subvention funding. We therefore recom-
mend that the department’s federal reimbursement authority be increased
by $1 million to enable the department to apply for and expend these funds.
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CALFED Bay-Delta Program

B-18 ■ Substantial State Funding for CALFED Proposed. The
budget proposes $519 million in various departments
for CALFED-related programs in 2002-03.

B-20 ■ Enhancing Legislative Review of CALFED Proposals.
Recommend joint policy/budget committee hearings to
review CALFED’s budget proposal.

B-21 ■ Budget Proposal Based on Risky Assumptions.
Recommend CALFED advise the Legislature on
programmatic implications, and the administration’s
plans, if federal funds and Proposition 40 bond funds do
not materialize. Recommend approval of budget control
language to provide legislative oversight over CALFED
expenditures.

B-24 ■ Environmental Water Account Raises Issues. Reduce
Item 0540-001-0546 by $28,233,000, Item 3600-001-0001
by $160,000; and Item 3860-001-0001 by $786,000.
Recommend deletion of funding for Environmental
Water Account until a number of policy and
implementation issues are resolved in legislation.
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B-25 ■ General Fund Savings in Water Use Efficiency
Program. Reduce Item 3860-001-0001 by $3.9 Million.
Recommend reduction in funding since adequate level of
state support to promote water use efficiency would
remain at reduced funding level.

Fund Conditions for Resources Programs

B-27 ■ Resources Special Funds. The budget proposes to spend
most of the special funds projected to be available for
resource protection in 2002-03. This will leave about
$21 million for legislative priorities.

B-32 ■ Major Change Proposed for Tidelands Revenue
Distribution. The budget proposes to eliminate existing
statutory requirements that tidelands revenues fund
various resources accounts. Recommend that the State
Lands Commission provide update on tidelands revenue
projections at budget hearings.

B-35 ■ Parks Bond. The budget proposes to spend $123 million
from the 2000 Parks Bond (Proposition 12) for park
acquisition and development and habitat restoration.

B-36 ■ Resources Bond on March Ballot. If adopted by voters,
Proposition 40 on the March 2002 ballot would provide
$2.6 billion in new bond funds for various resources
purposes including parks.

B-37 ■ Water Bonds. The budget proposes $480 million in bond
funds for various water-related projects. No bond funds
are available in the budget year for the state’s unmet
share of costs for federally authorized local flood control
projects. The budget proposes no alternative funding for
this purpose.
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B-41 ■ Improving Bond Fund Accountability. Recommend
enactment of legislation to require fund conditions for
the Propositions 12, 13, and 204 and any future resources
bond measures be displayed annually in the Governor’s
budget document.

Tahoe Environmental Improvement Program

B-47 ■ Enhancing Legislative Oversight of Tahoe Environ-
mental Improvement Program (EIP). Recommend joint
policy and budget committee hearings to review Tahoe
EIP budget proposals. Recommend adoption of
supplemental report language to require future
Governor’s budget displays to include Tahoe EIP
expenditure information.

Timber Harvest Plan Review

B-50 ■ Timber Harvest Fees Should Be Enacted. Reduce
Item 3480-001-0001 by $1.3 Million, Item 3540-001-0001
by $12.7 Million, Item 3540-001-0235 by $385,000, Item
3600-001-0001 by $4.8 Million, and Item 3940-001-0001
by $2.7 Million. Recommend enactment of legislation
imposing fees on timber operators to fully cover the costs
incurred by state agencies in their review and
enforcement of timber harvest plans.

Secretary for Resources

B-54 ■ Recommend Federal Funding for California Legacy
Project. Reduce Item 0540-001-0001 by $1,459,000,
Increase Item 0540-001-0995 by $1,459,000, and Increase
Reimbursements for That Item by a Like Amount.
Recommend the Secretary seek available federal funds to
partially cover the program costs.
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Department of Forestry & Fire Protection

B-58 ■ Emergency Fire Suppression Budget Not Realistic. The
budget proposes eliminating most funding for emer-
gency fire suppression and eliminating an existing
legislative notification requirement. Because it is highly
likely the state will incur additional costs for emergency
fire suppression, we offer options to budget more
realistically. Recommend deletion of the proposed
budget bill language to eliminate existing legislative
notification requirement.

B-60 ■ Legislature Should Enact Fire Protection Fees. Recom-
mend enactment of legislation imposing fees on property
owners in State Responsibility Areas to help cover the
state’s costs (both ongoing and e-fund) of providing fire
protection services.

B-61 ■ General Fund Savings Proposal Undefined. Withhold
recommendation on proposal to shift $20 million in
firefighting costs from the General Fund to reimbursements
due to lack of detail. Recommend the department present a
detailed plan to achieve the proposed savings prior to
budget hearings.

B-62 ■ Eliminate Land Record Information (LRI) Project.
Reduce Item 3540-001-0001 by $415,000. The budget
proposes to continue the second year of the LRI Project to
standardize land record information for each parcel in the
state. Our review finds that there is no clear purpose and
plan for the collection of the data at a statewide level.
Recommend elimination of the project.
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Department of Fish & Game

B-64 ■ Budget Proposes to Significantly Reduce the Depart-
ment of Fish and Game’s (DFG’s) California Environ-
mental Quality Act (CEQA) Activities. The budget
proposes to reduce DFG’s CEQA review activities by
$2.1 million, in effect returning DFG’s CEQA review
efforts to the level prior to 2000-01. If the Legislature
wishes to provide additional funding for CEQA review,
a portion of the fund balance of the Environmental
License Plate Fund could be used. We also find that there
is a potential for increasing revenues from DFG’s
environmental filing fees in order to fund CEQA review.

Department of Parks and Recreation

B-68 ■ Department’s Land Acquisitions Have Increased
Significantly. During 2000-01 and 2001-02, the Depart-
ment of Parks and Recreation (DPR) projects to increase
its land holdings by more than 75,000 acres and expend
about $328 million on acquisitions.

B-69 ■ Land Acquisitions Result in Unfunded Obligations.
Land acquisitions create future development and
operating obligations. We find many of these funding
obligations have not been addressed as part of the
acquisition or budget process.

B-71 ■ Funding the Development and Operation of Existing
Acquisitions. Recommend the adoption of supplemen-
tal report language requiring the department to develop
a funding plan for existing acquisitions that includes an
assessment of development and operating cost obliga-
tions and an identification of funding sources.

B-72 ■ Process Can Be Improved to Better Budget For Costs
Associated With Future Land Acquisitions. Recom-
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mend the enactment of legislation (1) requiring DPR to
submit funding plans for future land acquisitions and set
aside bond funds for future development of bond-
funded acquisitions, and (2) requiring the Department of
Finance to approve park general plans. Further
recommend the Legislature set specific limits in future
bond measures on the proportion of funding allocations
to DPR to be spent to acquire lands.

B-74 ■ Legislative Oversight of New Bond Funds. Proposi-
tion 40, if approved by the voters at the March 2002
election, would provide $225 million to DPR for state
park improvements and acquisitions. The Legislature
may be called upon to evaluate May Revision proposals
related to the expenditure of Proposition 40 funds for
parks. We offer recommendations to guide the
Legislature’s review of these proposals.

B-75 ■ Two of Three Concession Proposals Lack Key
Information. Recommend the Legislature withhold
approval of the concession proposals for Pfeiffer Big Sur
State Park and Millerton Lake State Recreation Area until
the Legislature receives and reviews the department’s
selected terms for the concessions.

Department of Water Resources

B-78 ■ General Fund Savings in Water Shortage Preparation
Program. Reduce Item 3860-001-0001 by $1.3 Million
and Item 3860-101-0001 by $3.4 Million. Recommend
deferral of $4.7 million for program implementing
Governor’s Drought Advisory Panel recommendations,
given that ongoing planning activities of local water
agencies to prepare for drought conditions could
continue at the reduced level of state assistance.



B - 116 Resources

2002-03 Analysis

Analysis
Page

Air Resources Board

B-80 ■ Enact Stationary Source Program “Polluter Pays” Fees.
Reduce Item 3900-001-0001 by $18.7 Million and
Increase Item 3900-001-0115 by a Like Amount. We
recommend that the Legislature enact legislation to
apply the polluter pays principle, so as to shift
$18.7 million from the General Fund to fees to pay for the
stationary source program.

Department of Pesticide Regulation

B-88 ■ Data Reveal Significant Noncompliance. Recommend
the enactment of legislation that ties county-level
enforcement activity to improved regulatory compliance
for local pesticide users.

B-90 ■ Department Oversight of Counties Lacks Measurable
Goals. Recommend enactment of legislation that directs
the department to develop clear goals for its enforcement
program and measurable performance criteria to
monitor the progress of the counties toward those goals.

B-91 ■ Justification for General Fund Support Incomplete and
Inaccurate. Withhold recommendation on $3.4 million
in General Fund augmentation until the department
provides at budget hearings accurate information
detailing the negative program impacts if these funds are
not provided. Further, should the department not
provide this information, recommend deletion of the
$3.4 million General Fund.
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State Water Resources Control Board

B-94 ■ Core Regulatory Program. The board’s core regulatory
program involves permitting, inspection, monitoring,
and enforcement activities. The program has been
traditionally funded by a mix of funding sources,
including the General Fund. Statute provides a $10,000
cap on fees assessed to waste dischargers.

B-98 ■ Recommend Increasing Fee-Based Support. Reduce
Item 3940-001-0001 by $22.5 Million and Increase Item
3940-001-0193 by a like amount. Recommend increasing
proposed funding shift to fees in core regulatory
program by an additional $22.5 million. Recommend
enactment of legislation to facilitate funding shift and
address other fee issues.

B-101 ■ Substantial Unmet Funding Requirements. The board
identified about $181 million of unmet funding require-
ments for the core regulatory program in a report to the
Legislature.

Department of Toxic Substances Control

B-104 ■ Budget Proposes to Substantially Reduce CLEAN
Program. The budget proposes about $1 million for the
Cleanup Loans and Environmental Assistance to
Neighborhoods (CLEAN) program in 2002-03. This is a
substantial decrease from current-year expenditures.

B-106 ■ Statutory Overlap Exists Between the California
Pollution Control Financing Authority (CPCFA) and
the Department of Toxic Substances Control’s
(DTSC’s) CLEAN Program. Recommend enactment of
legislation to reduce potential for programmatic overlap
between CPCFA’s and DTSC’s brownfields programs.
Also recommend adoption of supplemental report
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language requiring CPCFA and the department to report
on their efforts to coordinate their activities.

B-108 ■ Opportunities Exist to Provide Funding for Brownfield
Cleanup. Increase Item 3960-001-0890 by $1 Million.
Recommend Legislature consider option to transfer
$5 million from CPCFA’s fund balance to DTSC to provide
funding for cleanup loans and grants at brownfield sites.
Also recommend increasing DTSC’s federal reimburse-
ment authority by $1 million to allow for receipt of recently
authorized federal funding.
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