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January 22, 1979

The Honorable Speaker of the Assembly

The Honorable President pro Tempore of the Senate

The Honorable Members of the Senate and the
Assembly of the Legislature of California

Members of the Legislature:

Your Joint Legislative Audit Committee respectfully submits the Auditor
General's report No. 824 entitled, California Environmental Protection
Program: Need for Discrete Program Objectives.

The report questions the wisdom of permanently dedicating personalized
license plate revenue to a vaguely described purpose such as the
preservation and protection of California's environment and making annual
appropriations to contribute to the support of a loose federation of
environmental activities. As personalized license plate revenues are
appropriated for "support" they often lose their identity and become
commingled with other funds. The absence of discrete objectives to be
achieved by specific dates precludes program evaluation.

The Auditor General has made alternative suggestions to the Legislature
concerning accountability of the California Environmental Protection
Program.

The auditors are Richard I. LaRock, Supervisor and James McAlister.

pctfully submftied,

ARD ROBINSO

Assemblyman, 72nd District

Chairman, Joint Legislative
Audit Committee

SUITE 750 ¢ 925 L STREET <+ SACRAMENTO 95814 <+ (916) 445-0255
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SUMMARY

The California Environmental Protection Program provides
the means to channel one source of revenue, the net funds from the
sale and renewal of personalized license plates, to a variety of
environmental programs operated by state departments and agencies.
Most of the funds are used for administrative costs and appropriations
to support a variety of environmentally related activities. A small
part, five percent in 1977-78, is used for discrete projects identified

in the Budget Act.

The absence of discrete objectives for the California
Environmental Protection Program precludes a comprehensive program
evaluation. |In addition, as funds are appropriated, they often lose
their identity and become commingled with other funds. Ascertaining
how CEPPF funds have been used and attempts to relate benefits to

source of funds is thereby impeded.



INTRODUCTION

In response to a resolution of the Joint Legislative Audit
Committee, we have conducted a review of the California Environmental
Protection Program Fund (CEPPF). The purpose of our review was to
determine the nature of expenditures from the personalized license
plate revenues. This review was conducted under authority vested in

the Auditor General by Section 10527 of the Government Code.

The Marks-Badham Environmental Protection and Research Act
(Chapter 779, Statutes of 1970) established the CEPPF. The Act
authorizes fees from the sale of personalized license plates to be
deposited in the fund with the net revenue, after provision for
administrative costs, to be used for the preservation and protection
of California's environment, including, but not limited to, the control

and abatement of air pollution generated by motor vehicles.

In addition to regular vehicle registration fees, personalized
license plate holders pay an initial fee of $25, an annual renewal fee
of $10 and a $12 fee to transfer the plates to another vehicle. The
Department of Motor Vehicles (DMV) collects these fees and deposits the
revenue in the CEPPF. The costs incurred by the DMV related to the
personalized plates are appropriated from the monies deposited in the fund.

The balance of the fund is available for environmental purposes upon



appropriation by the Legislature. The Secretaries of the Resources

and Business and Transportation Agencies are responsible for determining
priorities and may recommend apportionments among various state and
local agencies, the University of California and private research

organizations.

We have compiled CEPPF financial data reported by the
State Controller and state agencies as shown in Appendices A through
C. These data were not audited by us and accordingly we do not

express an opinion on them.

Total revenues through June 30, 1978 were $24.6 million.
After providing for the Department of Motor Vehicle's administrative
costs of $5.8 million, $17.1 million was expended for environmental
purposes and $1.7 million remained unexpended as accumulated surplus

at June 30, 1978.

Surplus Available
for Appropriation

As shown in Appendix B, surplus available for appropriation
at year end since June 30, 1974 ranged from a high of $2.8 million at
June 30, 1974 to a low of $862,000 at June 30, 1978. Revenues from
license plates for the same period ranged from a low of $2.4 million
for the year ended June 30, 1974 to a high of $5.3 million for the

year ended June 30, 1978.



The relatively large surplus available for appropriation
on year ends prior to June 30, 1978 indicates that in the past delays
have occurred in the appropriation of available resources. However,
the surplus available for appropriation at June 30, 1978 ($862,000)
was much smaller than in previous years, and for the 1978-79 fiscal
year the Legislature appropriated $6.4 million which is $400,000

in excess of projected revenues from environmental license plates.

The Appropriation Process

Various state departments request appropriations of CEPPF
monies. The requests, other than those of the Resources Agency, are
first reviewed by the Department of Finance and then by the Resources
Agency. The statutes provide that the Secretaries of the Resources and
Business and Transportation Agencies are responsible for determining
priorities. However, the Business and Transportation Agency has
generally not participated in the review of CEPPF projects and

appropriations for several years.

We are advised by the Resources Agency that a substantial
portion of each year's revenue is allocated by the Department of
Finance for ongoing programs. The Resources Agency has limited

control over those allocations.



Conditions of Appropriations

The following Table | shows a summary of expenditures for
the fiscal year ended June 30, 1978, segregating appropriations for
administration and support* from appropriations for specific projects.
Ninety-five percent of CEPPF expenditures were appropriations designated

for administration or support.

* The Budget Act provides that whenever an appropriation is made for
support it shall include salaries and all other proper expenses,
including repairs and equipment.
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The state accounting system generally does not identify
the expenditures from specific funds contributing to the support of
an agency or program. It is therefore not always possible to determine

how specific contributing funds are used.

Although a separate accounting for most CEPPF appropriations
is not required, some agencies report specific projects funded from
the CEPPF. Schedules | and Il at the end of this report provide a
listing of specific projects for which CEPPF monies were reportedly

expended.



AUDIT RESULTS

THE CALIFORNIA ENVIRONMENTAL PROTECTION
PROGRAM LACKS DISCRETE PROGRAM OBJECTIVES

Although termed a ''‘program'' and shown in the Governor's
Budget as such, the Environmental Protection Program is, rather, a
means to channel one source of revenue to a variety of environmental
programs operated by numerous state departments and agencies. The
net funds from sales of personalized license plates, after paying
administrative costs of the Department of Motor Vehicles, are used
to support other state programs, which have the usual characteristics
of programs (i.e., related activities performed to achieve a definitive

objective).

Since inception of the personalized license plate program
in 1970, 17 state departments and agencies, including the State
Assembly and the Board of Control, have received budget appropriations
or augmentations from the California Environmental Protection Program
Fund (CEPPF). Appendix B shows the expenditures of the CEPPF for
fiscal years ended June 30, 1971 through 1978 by state agency. The
following Table Il shows the percentage of total expenditures by

major agencies.



TABLE 11

PERCENTAGE OF TOTAL CEPPF EXPENDITURES

Fiscal Year Ended

Fiscal Years Ended
June 30, 1971 Through 1978

Agency June 30, 1978
Department of Motor Vehicles 28.8%
Department of Fish and Game 22.8
Air Resources Board 35.1
Resources Agency .3
Department of Education 5.2
Other 7.8

Total 100.0%

25.5%
13.0
4o.5

10.5

Expenditures of the Department of Motor Vehicles, the

Department of Fish and Game and the Air Resources Board collectively

account for 86.7 percent of expenditures for the year ended June 30,

1978.

CONCLUSION

The absence of discrete objectives for the California

Environmental Protection Program precludes a comprehensive

program evaluation. In addition, as funds are appropriated,

they often lose their identity and become commingled with

other funds. Ascertaining how CEPPF funds have been used

and attempts to relate benefits to source of funds is thereby

impeded.



RECOMMENDAT I ON

I f the Legislature desires effective evaluation of the
California Environmental Protection Program, we recommend
that the Legislature consider requesting the Secretaries

of the Resources and the Business and Transportation Agencies
to identify and recommend discrete environmental objectives
to comprise a program to be financed with net proceeds

from personalized license plates sales. Alternatively, the
Legislature may wish to consider legislation eliminating the
vague restrictions on use of future revenue from personalized
license plates and control usage of such funds through normal
General Fund appropriations.

Respectfully submitted,

st 2 oloyen

THOMAS W. HAYES
Acting Auditor General

Date: January 16, 1979

Staff: Richard |. LaRock, Audit Supervisor
James McAlister
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CALIFORNIA ENVIRONMENTAL PROTECTION PROGRAM FUND

APPENDIX C

STATEMENTS OF APPROPRIATIONS, EXPENDITURES AND BALANCES

FISCAL YEARS 1971 THROUGH 1978+*

Department of Motor Vehicles
State Assembly

Department of Transportation
Department of Aeronautics
Department of Forestry
Department of Fish and Game
Air Resources Board

Solid Waste Management Board

S. F. Bay Conservation and
Development Commission

Department of Parks and Recreation
Department of Water Resources
Resources Agency

Department of Education
Environmental Quality Study Council
Division of State Lands

Ventura-Los Angeles Mountain and
Coastal Study Committee

State Board of Control

*Source: Controller's year end statements

C-1

Page
€-2,3,4
c-5

c-6

c-7

c-8
€-9,10,11

c-12,13,14

c-17

c-18
€-19,20,21
Cc-22,23
C-24

c-25

c-26

c-27
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CALIFORNIA ENVIRONMENTAL PROTECTION PROGRAM FUND
NOTES TO FINANCIAL STATEMENTS
FISCAL YEARS JUNE 30, 1971 THROUGH 1978

1. Accounting Policies

Revenues: The revenue figures include amounts accrued
as of June 30, on the modified accrual basis. That is,
revenues are recorded when received in cash, with only
interest receivables and recorded revenue receivables
that have been billed and that are estimated to be
collected during the following fiscal year being accrued

on June 30.

Expenditures: Expenditures include obligations incurred

but not paid by June 30, including interfund settlements

due but not completed at the end of the fiscal year.

Appropriation expenditures are, in general, recorded
currently at the time claims for payment are filed with

the State Controller except transfers of money to the
Architecture Revolving Fund for capital outlay are recorded
as expended at the time of transfer, even though the

actual expenditures from that fund may not occur until

a later date.



At the end of the fiscal year, all valid encumbrances
against appropriations are accrued as expenditures, as
provided by law. This requirement results in an
overstatement of expenditures and accounts payable to
the extent that such encumbrances cover services not yet

rendered or goods not yet received.

Surplus: The ''Surplus Available for Appropriation'!
represents the balance of the funds available for new
appropriations. "Surplus Available for Appropriation'
takes into effect any unencumbered balances of appro-
priations with continuing availability and other reserves
determined in accordance with accepted principles of

governmental accounting on a modified accrual basis.

Land, Improvements and Equipment: In general, the

values of land, improvements and equipment are carried

at acquisition cost in the accounts of the individual
state agencies. The State does not maintain a central
record of property. These fixed assets are not resources

available for appropriation.



Public Employees' Retirement System: Most state employees

are members of the Public Employees' Retirement System (PERS).
According to the Report of the State Controller, not all of
the actuarial obligation under PERS is currently funded. The

CEPPF's portion of the unfunded obligation is unknown.

Vacation, Sick Leave and Workers' Compensation Benefits: The

accrued liability for vacation, sick leave and workers' compen-
sation benefits is not recorded on the statements. The related
expenditures are recorded when paid. The liability for unused

vacation at June 30, for the CEPPF is therefore not readily

determinable.
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Office of the Auditor General

CccC:

Members of the Legislature

Office of the Governor

Office of the Lieutenant Governor
Secretary of State

State Controller

State Treasurer

Legislative Analyst

Director of Finance

Assembly Office of Research

Senate Office of Research

Assembly Majority/Minority Consultants
Senate Democratic/Republican Caucus
California State Department Heads
Capitol Press Corps



