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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 financial audit report of the Public
Utilities Commission, year ended June 30, 1978.

The auditors are Curt Davis, Audit Manager; Merrill Tompkins,
CPA; and Philip delicich.

Rpsgfctfu1l ubmitted,

S./ FLOYD MORI

Assemblyman, 15th District

Chairman, Joint Legislative
Audit Committee
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INTRODUCTION

In response to a resolution of the Joint Legislative
Audit Committee and in compliance with federal Office of
Revenue Sharing regulations, we have conducted a financial
audit of the Public Utilities Commission. This audit was
conducted under the authority vested in the Auditor General by

Section 10527 of the Government Code.

The Public Utilities Commission (PUC) is responsible
for the regulation of privately-owned public utilities,
including such entities as electric, telephone, gas, warehouse,
truck, bus, airline, and pipeline companies. The commission's
primary objectives are (1) to protect the public interest by
ensuring fair and impartial rates as well as adequate service
facilities rendered by stable, financially responsible
companies and (2) to provide the public with a stable,
efficient, and dependable transportation and warehouse system

at a reasonable rate.

Regulated utility and transportation companies submit
all proposed changes in rate structures to the commission for
approval. When investigating complaints against utilities, the
commission holds hearings, renders decisions, and secures
compliance through enforcement procedures. Commission
decisions may be appealed only to the California Supreme Court,

whose review power is limited to questions of law.



AUDITOR'S OPINION

To the Joint Legislative Audit Committee of the California
Legislature:

We have examined the combined balance sheet of the Public
Utilities Commission as of dJune 30, 1978 and the related
statement of revenues, expenditures, and changes in fund
balance and operating clearing for the year then ended. Our
examination was made in accordance with generally accepted
auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present
fairly the financial position of the Public Utilities
Commission at June 30, 1978 and results of operations and
changes in fund balance and operating clearing for the year
then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the
preceding year.

The column amounts on the accompanying financial statements
captioned "Total - Memorandum Only" for June 30, 1978 are not
necessary for a fair presentation of the financial statements
but are presented as additional analytical data and, in our
opinion, are fairly stated in all material respects in relation
to the financial statements taken as a whole.

The column amounts on the accompanying combined balance sheet
and statement of changes in fund balance for the year ended
June 30, 1977, which are presented for comparative purposes
only, were not audited by us and accordingly we do not express
an opinion on them.

Assistant Auditor General
Date: October 11, 1979
Staff: Curt Davis, CPA

Merrill Tompkins, CPA
Philip Jelicich



*juBuL3Ie}S Sty3l Jo jded |euBajul uR Bue SIUSBWSIR3S [BLOUBULS BY} 03 SII0U BY)

286°261°9% V9782 218 226°6v9% 728°88° 13 /v 116°9% G2 262768
8r.°€92°G 96¥°G50°6 226°649 €28°6ET°1T v6S°TLE°S [ST168°T
S0t 908 LST p68°T -- -- -- [GT°68°T
00€29p°€ #65 TLES -- -- Y65 TLECS --

620 2Ly €28°6€1°T -- £28°6€1°T - --
v19°228 226°6¥9 226° 649 -- -- --

-- 879°65¢ -- -- -- 899°GGE
A G506 /€82 -- v00 6v2 188°GHG°T 029°2v0°1
061°86 680°¢€E -- -- ¥91°g 62612
022 6 S01°68L°T -- v00° 642 TOT*9€S°1 --
£50°6€€ G69°9T10°T -- -- -- G69°YT0°‘T
L'z 8 919°Y $ - % - $ 919’y - $
286°/61°9 6v9 802 21% 226°619% 128°88€°T1$ Gy L1693 Gab 262 €S
v19°225 226°6h9 226649 - -- --
S6Y°0L 1€6°€S - -- -- 1€6°€5
689585 0Tv 06T -~ -- 60€ 12 101°9€6°T

(129°v0¢) (60p‘11E) -- -- (£v8°9V) (295°192)
§8.°985 €80°6¥9°1 -- -- 226°8Y 191°009°1
000°9bb € 000°211°9 -- -~ 000°211°9 --
020°162°1$ 2TLpvE‘e § R § 128°885°1% 160°685 $ v6.°99¢ §

[/6] ‘O aunp  8/6T QE aunp ERY 31sodag ajey LeJauay

(ALuo wnpueaowsy) paxt4 Letoads uojedodsued
{ejol |eJauayg 2nuaAdy |etdadg Le43uay
dnouag adf} puny sadk) punj [ejusawu4saroy
N2y Kaeionpi 4

(£i61 40y sjunowy pajLpneun y3iM)

8461 ‘0¢ ANNC

SdN0Y¥9 INNOJIV ANV S3dAL GNAL TV

133HS 30NVIVE U3INIEWOD

NOISSIWW0D S3ILINILA J178nd

A3inb3 pung pue “burpueising
SPOURAQUNDIUT “S3aL3LiLqetT] {e30])

£311nb3 puny |ejo}

(8 @30N) butaea) Buijeusadg
pajeubisapup
sJojLsodap 4oj pajrubisag
1saoue|eg puny
S39SSY poxlJ |eJousy ul JUSWRSIAU]
:£31nb3 puny

Buipue3sing saoueaqunouy
sa13111qeL [e30]

SU0L323| |00 padeajoup
$SOLTLLLqRLT 43430
spunj 43yjo 03 ang
a|qefed sjunoday
alqefed spunjay
sSaljtiiqet

ALINDI GNN4 GNV “ONIGNVLISLNO
SIINYHEWNONI SITLINIAVIT

$33sSy [B301

quaudinb3
saako|dwe 03 Ssadueape asuadx]
spunj Jayjo wouy ang
(¢ @30N) Ssaiqeatadad
paJJa op pue 2[qL}09]|0dUn 40} BIUBMO| LY
9| GeAL3IaL SJUNODDY
(€ @10N) puny
juawysasu] Asuoy snidung up s3tsodaq
ysej

S13Ssv



‘quawRYe)S Siy3 4o jued |eubajul ue aue SIUBWRIR)S |RLOURULY BY] O SII0U BY)

[GT°v68°T § -- $ ZSTv68°T § (8 @30N) 0¢ sunp - Buiuea|) Buijessdg
Y6STLECS v6S TLECS -- 0€ aunp - 3due|eg pung
G0v°908 -- G0v°908 (8 @30N) T ALnp - Bupaes) bBurjeuadg
00€ “29v°€ 00€“29v € - 1 Ainp - @duejeg pung
9402662 ¥62°606°T 252°180°T S3SN [230| 49A0
$324N0S |e30] JO SS3IXJ
916°8/6 €y 821 0v1°6 887 8E8°VE S9s)) J49Y30 pue
saanjipuadxj jejo)
69€°868°G1 -- 69£°868°G1 43| 1043U0) 93e3S By} 03
) A3111Ge3Un0dde JO U3 jSued)
iSas) waylQ
[18998°T § 195408082 vev L6628 1589 § 821°0v1°6 646°9/1°6 § 920°0€8°T § 617 0r6°81 Shv 0LL°02 § saunjipuadxy (ejoy
- -- -- 158°9¢ 821°0VT 6 6.6°9/1°6 (158°9¢) (821°0v1°6) (6£6°9.1°6) (9 ®30N) pung [eusuagy
9y} 03 pasanquiaa saanjiipuadxy
(6€9°622) 6€£9°622 - -- -- -- (6€9°622) 6£9°622 - SUBWISNLpPR J4edk 401dd
8v1°‘8 00£°099°9 8y ‘8999 -- -- - 8y1°8 00€°099°9 8vv°899°9 juswdinba pue sasuadxs buijesadg
89£880°2 § 809°061°12 9/6°8L2°¢€2 § -- $ -- == $ 89£°880°2 § 809°061°12 9/6°8£2°¢€2 § S3ILAUIIS |RUOSUD
(2 930N) :saunjtpuadxl
(605°995°1)§ 296°G/6°9 TLv evb 8y § 22y eev°1s 22v°6v0° 11 000°£29°6 § (1€6°888°2)% 0r5°926°5¢ TLp°G18°8E § $834n0S J9Y3Q pue
S9NUBABY (B30}
(£26°06%°¢€) vr2E9e 1 TLL°€S8%bE 196°¢€T 196°€T -- (880°406°¢€) €89°6VE TE TLL°€58°pE $804N0S U340 (e30]
(586°£82) 60€°6/2°Y ¥62°195°Y 195°€T 196 €T -- (9%5°10€) 8v.°G92%y ¥62°/95 Y (£ 930N) sjuauRSANquL3Y
(2p5°202°c) GE6°€80°L2 LL9°982°0€ -- -- -- (2v5°202°¢) GE6°€80° /2 LL5°982°0¢ uotjetadoadde juoddng
$$934N0S U2Y30
810202 81.°219°GT 00£°885°€T 198°80v°1 198°GE0°TT 000°/29°6 [S1°GT9 158%9/5 Y 00£°196°¢ SanuaAsy (B30}
969°¢ 969°¢/ 000°¥ mmﬁuﬂ €61°1 -- €05 2 €05°9 000y BNUIABL SNOBUR | {IISLY
18608 182°€SS 00€ 2Ly 181°0§ 181°06¥ 000°0vY 908°0¢ 901°€9 00£°2¢ S3UBWNJ0P JO 3|e§
629°98.°1 §20°v0L b1 00v° L1621 LLL*¥02°T L11°961°01 000°266°8 8v8°185 8v2°105°y 00p°G26°¢ satjleuad pue ‘sauty “sd34
0[sf2s1  § NEVANA B 000°S6T  § 0TL°2ST § OTL LvE § 000°S6T  § -- $ -- $ -- $ SjudwysaAuL
Aouow snidans woay swoduj
(G pue 2 $9]0N) :sanuaAay
JuRLUB\ Len3oy paisnlpy se EREIW jen3oy paisnfpy se ajueLaep [enjoy paisnlpy se

3abpng

196png

1abpng

(ALup wnpuesously)
S|e30L

pung anuaAay |etdadg

86T ‘OE ANAC (Q3ONI ¥YAA TWOSI4 3IHL W04

S3dAL ANN4 3ANIAIY WID3AS ANY Tvd3NI9
TWNLIY ONY 139008 - ONIYY3ITD ONILYY3Id0 ANV 3ONVIVE ANN4 NI
SIONVHI ANV “SIUNLIANIAXI “SINNIAIY 40 INIWILYLS QINISWOD

NOISSIWWOD S3IILITILA JI74nd

punj |eJausy



PUBLIC UTILITIES COMMISSION

STATEMENT OF CHANGES IN FUND BALANCE

FIDUCIARY FUND TYPE
SPECIAL DEPOSIT FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 1978
(With Unaudited Amounts for 1977)

Fund Balance - July 1
Additions:

Receipts from
depositors

Deductions:

Funds paid to or
for depositors

Fund Balance - June 30

1978

$ 472,429

3,751,829

3,084,435
$1,139,823

1977

$ 267,346

1,210,781

1,005,738
$ 472,389

The notes to the financial statements are an integral part of

this statement.



PUBLIC UTILITIES COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30,1978

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements reflect the financial
position and results of operation of the Public Utilities
Commission. The statements have been prepared in conformity
with generally accepted accounting principles applicable to
state and 1local governments as prescribed by the American
Institute of Certified Public Accountants and by the National
Council on Governmental Accounting.

The accompanying financial statements are structured into
Governmental Fund Types, a Fiduciary Fund Type, and an Account
Group. The Public Utilities Commission accounts for only its
portion of the fund type categories. The State Controller
maintains the central accounts for all state funds and annually
publishes consolidated fund statements.

GOVERNMENTAL FUND TYPES

Governmental Fund Types are those through which most
governmental functions are financed. The acquisition, use, and
balances of the government's expendable financial resources and
the related current liabilities--except those accounted for in
Proprietary Funds--are accounted for through governmental
funds. The General Fund and Special Revenue Fund are the
Governmental Fund Types in the Public Utilities Commission.

General Fund

This fund includes all financial resources not accounted
for in another fund.

Special Revenue Fund

These funds are used to account for specific revenues
and operating expenditures earmarked for particular
activities. The Special Revenue Fund used by the PUC is
the Transportation Rate Fund.



Transportation Rate Fund

The commission uses this fund to account for its
expenses in administering and enforcing various acts
relating to rates, charges, and classifications of
those carrying property for compensation. Funding is
derived from quarterly fees based upon the gross
operating revenues, regulatory licenses and
penalties, voluntary suspension fees, and the sale of
documents.

The Governmental Fund Types are maintained on the modified
accrual basis of accounting. These are some of the more
significant elements:

Income
Throughout the fiscal year all income, except certain
reimbursements which are recorded when billed, is

accounted for on a cash basis. At June 30, the accounts
are adjusted to accrue all earned but uncollected income.

Expenditures

Expenditures are accounted for at the time claims for
payment are filed with the State Controller. At June 30,
all valid expenditure commitments are accrued as
expenditures against budget appropriations, dincluding
encumbrances outstanding for which no goods or services
have been received.

Liabilities

Retirement Plan - Regular employees are members of
the PubTic EmpToyees' Retirement System (PERS) which
is a defined benefit, contributory retirement plan.
The amount the agency and employees contribute to
PERS 1is actuarially determined under a program in
which contributions plus retirement system earnings
provide the necessary funds to pay retirement costs
as accrued. The Public Utility Commission's share of
retirement contributions for the year totalled
$2,547,993.

Vacation and Sick Leave - Costs of vacation and sick
leave are charged at the time benefits are used
rather than when they are earned.

-7-



FIDUCIARY FUND TYPE

Fiduciary Fund Types are used to account for assets held by a
governmental unit in a trustee capacity. Included in this
category is the Special Deposit Fund. The Special Deposit Fund
includes monies received or collected for specific purposes by
a state agency for which no fund has been created in the State
Treasury.

ACCOUNT GROUP

The Account Group is used to account for general fixed assets.
Assets purchased are vrecorded as expenditures in the
appropriate fund in the year of acquisition or encumbrance.
General fixed assets increased by a net of $127,308 during the
fiscal year.

BUDGETED REVENUES AND EXPENDITURES

The amounts shown under "Budget as Adjusted" for revenues and
detailed expenditure accounts reflect the Governor's Budget
after allowing for adjustments to the budget act, interim
statutory changes affecting appropriations, and authorized
executive budget revisions issued during the year.

DEPOSITS IN SURPLUS
MONEY INVESTMENT FUND

This account shows the amount of the agency's money in the
Surplus Money Investment Fund. The Surplus Money Investment
Fund 1is wused to account for the monies that have been
transferred for investment purposes. All earnings derived from
investments of the fund are apportioned to the contributing
funds. At June 30, interest due from the Surplus Money
Investment Fund amounted to $214,309.

ALLOWANCE FOR UNCOLLECTIBLE
AND DEFERRED RECEIVABLES

This account reflects the amount of receivables that are not
expected to be collected within the next fiscal year. For
example, $257,232 of the $264,562 account balance at June 30,
1978, represents fines and penalties subject to appeal and
possible reduction or recision through decisions rendered by
the commission. The balance of $7,330 represents miscellaneous
receivables that are not expected to be collected within the
next fiscal year.



5.

GENERAL FUND REVENUES

During 1977-78, the Public Utilities Commission collected
$4,507,248 in fines, fees, and penalties for the General Fund.
The commission collected $2,164,696 of this amount from various
utility and transportation companies and deposited it in the
State Treasury to the credit of the General Fund. The
remaining $2,342,552 was collected from persons and
corporations owning or operating motor vehicles for hire
involved 1in the transportation of property upon the public
highways wunder the jurisdiction of the commission. As
prescribed by Section 4306 of the Public Utilities Code, this
remaining sum was deposited in the State Treasury to the credit
of a special account in the General Fund known as the Highway
Carriers Uniform Business License Tax Account. Monies in this
special account are appropriated to the State Controller and
are disbursed proportionately by population to the cities and
counties of this State.

EXPENDITURES REIMBURSED
TO THE GENERAL FUND

The General Fund is the accounting entity for the commission's
operating expenses and 1is reimbursed for certain expenses
incurred. For the fiscal year 1977-78, the Transportation Rate
Fund reimbursed the General Fund $9,140,128 for departmental
expenses.

REIMBURSEMENTS

In addition to the reimbursement detailed in Note 6 above, the
General Fund also accounted for $3,247,825 in reimbursements
for the commission's role in fulfilling various provisions of
the Liquified Natural Gas Terminal Act of 1977 under Sections
5550 through 5650 of the Public Utilities Code.

Also, reported are reimbursements of $1,017,923 for costs
incurred in the preparation of transcripts and environmental
impact reports and for other services provided by the
commission.

OPERATING CLEARING

This account is the connecting link between the books of the
various state agencies and the central fund accounts of the
State Controller's Office for the General Fund and other funds
not accounted for entirely by one agency.



COMMENTS

The State Controller's Annual Report for the fiscal
year 1977-78 shows the fund balance of the Transportation Rate
Fund as $5,865,814. This amount exceeds the audited fund
balance of $5,371,594 as reported in the commission's financial
statements by $494,220. The fund balance is overstated within
the Controller's Annual Report because certain obligations the
comission included in its financial statements were not

reported at year end to the State Controller.

-10-



OTHER INFORMATION

As an integral part of our examination, wé reviewed
the commission's accounting procedures and related system of
internal accounting control to the extent we considered
necessary to properly form an opinion concerning the fairness
with which the commission's financial statements present its
financial position and the results of operations in accordance
with generally accepted accounting princip]e; consistently

applied.

Our review enabled us to suggest improvements which
would result in better operating procedures and controls. A
management letter describing the suggested operating
improvements was issued to the commission along with certain
recommended adjusting entries necessary to achieve compliance

with generally accepted accounting principles.

The commission fully concurs with the suggested

operating improvements and adjusting entries.

-11-
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Members of the Legislature

Office of the Governor

Office of the Lieutenant Governor
Secretary of State

State Controller

State Treasurer
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Director of Finance

Assembly O0ffice of Research

Senate Office of Research

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



