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MAJOR ISSUES
Resources

Beverage Container Recycling Funds Rise While Recyclingœq
Rates Fall

ÿ The Beverage Container Recycling Program is amassing
large fund reserves while recycling rates for all types of bev-
erage containers are declining. We make recommendations
for reversing both trends (see page B-45).

Regulation of Petroleum Pipelines Needs Improvementœq
ÿ We find that jurisdictional boundaries between regulatory agen-

cies are vague, permitting requirements are costly and time-
consuming, and past pipeline leaks are going undetected. We
recommend the enactment of legislation to designate a lead
agency to address these concerns (see page B-27).

Significant Deferred Maintenance in State Parks Negativelyœq
Impacts Service

ÿ The Department of Parks and Recreation estimates its de-
ferred maintenance to total $180 million. This large backlog
negatively impacts the level and type of service the depart-
ment can provide, as well as reduces the useful life of facili-
ties and devalues the state’s assets. We recommend the
department prepare a deferred maintenance reduction plan
to set priorities for eliminating the backlog (see page B-74).

ÿ We also recommend that the Legislature, in determining the
state’s priorities in funding various programs, consider provid-
ing some funding for the department to continue to reduce the
maintenance backlog (see page B-85).
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State’s Unpaid Bills for Local Flood Control Projectsœq
Continue to Mount

ÿ With no funding proposed to pay the state share of cost for
local flood control projects, the unpaid amount owed to local
agencies will increase to about $189 million by the end of
1999-00 (see page B-93).

ÿ We recommend the enactment of legislation to provide statu-
tory criteria to establish clear statewide priorities for state
funding of local flood control projects (see page B-93).

Clean Water Enforcement Can Be Made More Effectiveœq
ÿ The state’s ability to meet water quality objectives is impaired

because enforcement and compliance assurance activities
are not being carried out, or not being carried out effectively.
We recommend that the Legislature reexamine the funding
and fee structure supporting these activities, based on an
updated analysis of program needs (see page B-109).

ÿ The various regional water boards have implemented enforce-
ment policies and procedures inconsistently, leading to in-
creased compliance costs to the regulated community. We rec-
ommend that a statewide enforcement policy be codified in regu-
lations, an enforcement action review panel be established, and
reporting by regional boards be standardized (see page B-111).

ÿ Mandating minimum penalties for serious water quality viola-
tions has proven to be a cost-effective enforcement approach
in other states (see page B-114).

State Agencies Impeding Efforts to Reduce Landfill Wasteœq
Disposal

ÿ State agencies are impeding local jurisdictions’ ability to meet
landfill diversion requirements by failing both to recycle and
purchase recycled-content products in substantial amounts
(see page B-98).
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OVERVIEW
Resources

 

The budget proposes a significantly lower level of state expenditures
for resources and environmental protection programs in 1999-00

compared to the estimated current-year level. The reduction primarily
reflects the expiration of many one-time expenditures, and fewer General
Fund dollars available for resources programs, particularly for local
assistance purposes.

Expenditures for resources and environmental protection programs
from the General Fund and various special funds are proposed to total
$2.5 billion in 1999-00, which is 3.3 percent of all state-funded expendi-
tures proposed for 1999-00. This level is a decrease of about $360 million,
or 13 percent, below estimated expenditures for the current year.

The budget proposes a greater reliance on special funds for the sup-
port of resources and environmental protection programs in 1999-00 than
in the current year. Specifically, the budget proposes that 56 percent
($1.4 billion) of state funding for these programs come from special funds,
including the Environmental License Plate Fund, Fish and Game Preser-
vation Fund, funds generated by beverage container recycling fees, and
an “insurance fund” for the cleanup of leaking underground storage
tanks. The General Fund will support the remaining 44 percent of the
these expenditures, a drop from about 49 percent in the current year. 

Figure 1 (see next page) shows that state expenditures for resources
and environmental protection programs increased by about $750 million
since 1992-93, representing an average annual increase of 5.3 percent. This
increase primarily reflects the establishment of various programs to
address environmental problems such as leaking underground tanks,
hazardous waste sites, and solid waste generation. When adjusted for
inflation, these expenditures increased at an average annual rate of
3 percent. General Fund expenditures increased at an average annual rate
of about 5.9 percent over this period. When adjusted for inflation, General
Fund expenditures increased at an average annual rate of 3.5 percent.
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SPENDING BY MAJOR PROGRAM
Figure 2 shows spending for major resources programs—that is, those

programs within the jurisdiction of the Secretary for Resources.

Figure 3 shows similar information for major environmental protection
programs—those programs within the jurisdiction of the Secretary for
Environmental Protection and the California Environmental Protection
Agency (Cal-EPA).

Spending for Resources Programs. Figure 2 shows that the General
Fund provides a relatively small proportion of total expenditures for
resources programs, except in the case of the California Department of
Forestry and Fire Protection (CDFFP) and the Department of Parks and
Recreation (DPR). For 1999-00, the budget proposes that 71 percent
($378.9 million) of CDFFP’s expenditures come from the General Fund.
For DPR, the General Fund will constitute about 31 percent
($75.2 million) of the department’s expenditures in 1999-00.

Figure 1

Resources and Environmental Protection Expenditures
Current and Constant Dollars

1992-93 Through 1999-00
All State Funds (In Billions)

Special Funds

Total Spending

General Fund
Spending

General Fund

Current Dollars

Percent of Total Budget

Constant
1992-93 Dollars

1

2

$3

92-93 94-95 96-97 98-99
(Est.)

99-00
(Prop.)

1

2

3

4%

92-93 98-99
(Est.)

99-00
(Prop.)
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Figure 2

Resources Budget Summary
Selected Funding Sources

1997-98 Through 1999-00
(Dollars in Millions)

Department
Actual

1997-98
Estimated

1998-99
Proposed
1999-00

Change From
1998-99

Amount Percent

Conservation
General Fund $13.2 $24.1 $18.5 -$5.6 -23.2%
Recycling funds 354.7 343.0 329.4 -13.6 -4.0
Other funds 16.9 28.2 19.5 -8.7 -30.8

Totals $384.8 $395.3 $367.4 -$27.9 -7.1%
Forestry and Fire Protection

General Fund $318.1 $345.4 $378.9 $33.5 9.7%
Forest Resources Fund 14.5 6.5 12.9 6.4 98.4
Other funds 127.8 135.7 143.1 7.4 5.4

Totals $460.4 $487.6 $534.9 $47.3 9.7%
Fish and Game

General Fund $4.4 $29.9 $18.5 -$11.4 -38.1%
Fish and Game Fund 87.3 72.6 79.6 7.0 9.6
Oil Spill Prevention Fund 16.3 20.0 16.0 -4.0 -20.0
Environmental License
Plate Fund 11.1 12.1 15.2 3.5 29.9

Other funds 78.7 79.1 77.2 -2.3 -2.9

Totals $197.8 $213.7 $206.5 -$7.2 -3.4%
Parks and Recreation

General Fund $75.3 $150.1 $75.2 -$74.9 -49.9%
Parks and Recreation
Fund 77.5 80.6 81.9 1.3 1.6

Off-Highway Vehicle Fund 31.8 45.8 41.3 -4.5 -9.8
Other funds 47.2 78.1 44.1 -34.0 -43.5

Totals $231.8 $354.6 $242.5 -$112.1 -31.6%
Water Resources

General Fund $41.8 $184.6 $62.7 -$121.9 -66.0%
State Water Project funds 677.7 692.1 725.6 33.5 4.8
Other funds 88.1 115.4 105.2 -10.2 -8.8

Totals $807.6 $992.1 $893.5 -$98.6 -9.9%
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Figure 2 also shows that for 1999-00, the budget proposes a reduction
in most resources departments, with the exception of CDFFP. Specifically,
the budget proposes a significant reduction in DPR expenditures—about
32 percent below the current-year estimated level. The reduction would
be mainly in General Fund-supported local assistance and capital outlay
expenditures for park development, as well as expenditures on deferred
maintenance of state parks. The budget also proposes reductions of about
10 percent in the expenditures of the Department of Water Resources,
including mostly local assistance for flood control projects and for
groundwater development. 

For CDFFP, the budget proposes a 9.7 percent increase in departmental
expenditures, mainly for fire protection, funded from the General Fund.
As in the current year, the budget includes a base level of $20 million for
emergency firefighting in 1999-00. This funding level is likely to be insuf-
ficient, as emergency firefighting expenditures have averaged around
$40 million in past years. To the extent actual emergency firefighting
expenditures exceed that base amount, additional funds will be provided
through subsequent deficiency appropriations.

Spending for Environmental Protection Programs. As Figure 3 shows,
the budget proposes reductions in all the major environmental protection
programs. Specifically, the expenditure level for the Air Resources Board
is proposed to decrease by about 20 percent, compared to current-year
expenditure levels. The reduction mainly reflects the one-time expendi-
ture in the current year of $25 million from the General Fund for grants
to reduce emissions from high-polluting heavy diesel engines.

The budget also proposes to reduce expenditures of the Department
of Pesticide Regulation by about 10 percent and the State Water Re-
sources Control Board by about 7 percent in 1999-00. For the Department
of Pesticide Regulation, the reduction is the result of projected lower
claim payments to local governments for reporting pesticide use and the
expiration of one-time expenditures for pesticide research and for office
relocation. For the State Water Resources Control Board, much of the
reduction reflects lower expenditures from the Underground Storage
Tank Cleanup Fund due to lower resources projected to be available in
1999-00.
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Figure 3

Environmental Protection Budget Summary
Selected Funding Sources

1997-98 Through 1999-00
(Dollars in Millions)

Department/Board
Actual

1997-98
Estimated

1998-99
Proposed
1999-00

Change From
1998-99

Amount Percent

Air Resources
General Fund $2.5 $50.2 $22.6 -$27.6 -55.0%
Motor Vehicle Account 74.3 57.6 58.0 0.4 0.7
Other funds 36.8 38.3 36.9 -1.4 -3.6

Totals $113.6 $146.1 $117.5 -$28.6 -19.6%
Waste Management

Integrated Waste Account $30.0 $32.4 $37.2 $4.8 14.8%
Used Oil Recycling Fund 19.8 24.2 24.2 — —
Other funds 12.0 27.5 21.6 -5.9 -21.4

Totals $61.8 $84.1 $83.0 -$1.1 -1.3%
Pesticide Regulation

General Fund $10.9 $17.2 $12.2 -$5.0 -29.1%
Pesticide Regulation Fund 31.3 31.2 31.3 0.1 0.3
Other funds 5.0 5.9 5.4 -0.5 -8.5

Totals $47.2 $54.3 $48.9 -$5.4 -9.9%
Water Resources Control

General Fund $34.9 $42.2 $40.6 -$1.6 -3.8%
Underground Storage Tank 244.1 210.6 186.4 -24.2 -11.5
Waste Discharge Fund 11.9 15.4 14.4 -1.0 -6.5
Other funds 155.9 222.8 215.1 -7.7 -3.4

Totals $446.8 $491.0 $456.5 -$34.5 -7.0%
Toxic Substances Control

General Fund $26.0 $32.7 $36.6 $3.9 11.9%
Hazardous Waste Control 51.0 25.8 31.4 5.6 21.7
Toxic Substances Control — 27.8 35.7 7.9 28.4
Other funds 45.6 46.4 27.4 -19.0 -40.9

Totals $122.6 $132.7 $131.1 -$1.6 -1.2%
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MAJOR BUDGET CHANGES
Figures 4 and 5 (see page 12) present the major budget changes in

resources and environmental protection programs, respectively.

As Figure 4 shows, the budget proposes increases totaling
$47.3 million for CDFFP in 1999-00. Of the increase, $30 million would be
for ten additional airtankers and related parts and equipment and
$13.8 million for a computer-aided dispatch system. The budget also
proposes an increase of $6 million for a number of programs to improve
forest resources. These programs include urban forestry, incentive grants
and cost-sharing for reforestation on small privately-owned forests, forest
pest-management—primarily pitch canker, forest research, and operation
of state nurseries.

For the Department of Conservation, the budget proposes $2 million
for local assistance in open space/land conservation. This is a drop of
$14 million compared to the estimated current-year expenditure level.
The budget also projects $14 million less in expenditures in the Beverage
Container Recycling Program due to the expiration of certain provisions
of the law.

Similarly, the budget proposes reductions in the Departments of Parks
and Recreation, Water Resources and Fish and Game. In particular, the
budget proposes a total reduction of $112 million in the Department of
Parks and Recreation’s expenditures on deferred maintenance and state
and local park development.

For the Department of Water Resources, the budget proposes a reduc-
tion of $59 million for local flood control subventions, including the
reversion of $44 million in General Fund support appropriated by Chap-
ter 326, Statutes of 1998 (AB 2784, Strom-Martin) for 1999-00 to pay the
state’s share of the nonfederal costs of flood control projects. The admin-
istration advises that it will seek legislation to revert these funds. Addi-
tionally, the budget includes a reduction of $35 million in one-time local
assistance expenditures to develop groundwater.

For the Department of Fish and Game, the budget proposes an in-
crease of $2.4 million to accommodate environmental review workload
for streambed alteration projects, and $4 million to expand fishing oppor-
tunities. Due to the depletion of the reserve, the budget also proposes
$4 million less in expenditures from the Oil Spill Prevention and Admin-
istration Fund for various oil spill prevention activities. 
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Figure 4

Resources Programs
Proposed Major Changes for 1999-00

Conservation
Requested: $367.4 million

Decrease: $27.9 million (-7.1%)

I $14 million in open space/land conservation subventions

I $14 million in beverage container recycling expenditures

Forestry and Fire Protection
Requested: $534.9 million

Increase: $47.3 million (+9.7%)

x $30 million for additional airtankers and equipment

x $13.8 million to acquire computer-aided dispatch system

x $6 million for various forest improvement programs

Fish and Game
Requested: $206.5 million

Decrease: $7.2 million (-3.4%)

x $2.4 million for environmental review of streambed alteration
projects

x $4 million to expand fishing opportunities

I $4 million for oil spill prevention due to depletion of reserve

Parks and Recreation
Requested: $242.5 million

Decrease: $112.1 million (-31.6%)

I $39.4 million in state park capital outlay

I $38 million in local assistance for park development

I $30 million for one-time deferred maintenance expenditures

Water Resources
Requested: $893.5 million

Decrease: $98.6 million (-9.9%)

I $59 million for local assistance for flood control

I $35 million for one-time expenditures for groundwater develop-
ment
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Figure 5

Environmental Protection Programs
Proposed Major Changes for 1999-00

Air Resources Board
Requested: $117.5 million

Decrease: $28.6 million (-20%)

I $25 million in one-time expenditures for grants to reduce emis-
sion of high polluting heavy diesel engines

Pesticide Regulation
Requested: $48.9 million

Decrease: $5.4 million (-9.9%)

I $3.5 million in one-time expenditures for pesticide research and
for office relocation

I $1.7 million in state-mandated local claim payments for pesti-
cide use reporting

Water Resources Control
Board

Requested: $456.5 million

Decrease: $34.5 million (-7%)

x $1.4 million to regulate stormwater discharge

x $1.3 million to address water rights and landfill permit backlog

I $20 million due to lower Underground Storage Tank Cleanup
Fund resources

I $7.5 million in local assistance for water quality projects

Toxic Substances Control
Requested: $131.1 million

Decrease: $1.6 million (-1.2%)

x $7 million for cleanup of Stringfellow superfund site

x $1.1 million to increase pollution prevention activities

I $2.6 million for military base cleanup
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Figure 5 shows that for the Air Resources Board and the Department
of Pesticide Regulation, the budget proposes reductions to reflect mainly
the expiration of one-time expenditures. For the State Water Resources
Control Board, proposed reductions in 1999-00 reflect mainly (1) lower
expenditures to reimburse tank owners for the cleanup of underground
storage tanks as a result of lower projected resources in the Underground
Storage Tank Cleanup Fund, and (2) lower funding for grants and loans
to local governments for water quality projects. 

For the Department of Toxic Substances Control, the budget proposes
a baseline increase of $7 million for cleanup operations at the Stringfellow
superfund site. This increase would bring total budget-year funding for
these purposes to about $13 million, a net increase of about $2 million
over the current-year funding level. The department also anticipates
decreases of $2.6 million in federal funds for military base cleanup.
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CROSSCUTTING
ISSUES

Resources

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. In this section, we provide a status
report on selected special funds and bond funds supporting these pro-
grams. For purposes of this review, we divided the funds into three
categories: (1) resources special funds, (2) park-related bonds, and
(3) bonds for water programs. (We discuss the condition of various envi-
ronmental protection funds in the write-ups of the individual depart-
ments and boards.)

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

be available in 1999-00 for resources protection. Approving the Gover-
nor’s spending proposal will leave up to $30 million for legislative prior-
ities. However, the use of some of these remaining funds may be statuto-
rily restricted to specific purposes. 

Figure 1 (see next page) summarizes the total amount of funds avail-
able for expenditure in 1999-00 for selected special funds, the Governor’s
proposed expenditures from these funds, and the balances available after
the Governor’s proposed expenditures. Approval of the Governor’s
spending proposals would leave limited funds available for legislative
priorities. This is especially the case because the Legislature may wish to



B - 16 Resources

1999-00 Analysis

retain some of the projected reserves in the accounts to meet contingen-
cies such as revenue shortfalls or unanticipated expenditures. However,
this would reduce the amount of funds available for appropriation by the
Legislature in 1999-00. Furthermore, some of the remaining funds can
only be used for specific purposes, as required by statute. For instance,
about $9.8 million of the projected balance in the Fish and Game Preser-
vation Fund is dedicated statutorily and can only be used for activities
related to certain species. As a result, the Legislature’s flexibility in ex-
pending these funds for resources projects is limited.

Figure 1

Selected Special Funds
Resources Programs a

1998-99 and 1999-00
(In Millions)

Special Funds
1998-99

Expenditures

1999-00

Resources Expenditures Balance

Salmon and Steelhead Trout
Restoration Account $6.5 $8.0 $8.0 —

Marine Life and Reserve
Management Account — 1.9 — $1.9

State Parks System Deferred
Maintenance Account — — — —

Natural Resources
Infrastructure Fund 1.1 — — —

Environmental License
Plate Fund 26.0 27.3 26.6 0.7

Public Resources Account 24.2 19.5 18.7 0.7
Habitat Conservation Fund 29.5 18.1 9.6 8.5
Fish and Game Preservation

Fund 72.6 97.4 79.6 17.8b

a
Based on Governor’s budget.

b
Includes reserve for dedicated accounts ($9.8 million) and nondedicated accounts ($8 million).

Resources Trust Fund. The Resources Trust Fund (RTF) was created by
Chapter 293, Statutes of 1997 (SB 271, Thompson). Funds in RTF are to be
allocated to preserve and protect the natural and recreational resources
of the state. The RTF is funded from the tidelands revenues remaining
after specified amounts are deposited into the General Fund and the
California Housing Trust Fund. (Please see Analysis of the 1998-99 Budget
Bill, page B-17.) 
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 Chapter 293 split the trust fund into two separate accounts: the
Salmon and Steelhead Trout Restoration Account (SSTRA) and the Natu-
ral Resources Infrastructure Fund (NRIF). Chapter 293 also required that
the first $8 million from RTF be deposited into SSTRA to be appropriated
to the Department of Fish and Game (DFG) for the recovery of salmon
and steelhead trout. Of the $8 million, at least 87.5 percent ($7 million)
must be allocated as project grants through DFG’s fisheries management
grant program. The grants are to be awarded for activities that improve
fish habitat in coastal water utilized by salmon and anadromous trout,
and are to emphasize the development of coordinated watershed im-
provement activities. The remaining 12.5 percent may be used for project
administration costs incurred by DFG.

Chapter 326, Statutes of 1998 (AB 2784, Strom-Martin) created two
additional accounts within RTF. First, Chapter 326 created the Marine
Life and Marine Reserve Management Account (MLMRMA) and allo-
cated $2.2 million annually through 2005-06, from RTF to the account for
expenditure by DFG for marine life management. Second, Chapter 326
created the State Parks System Deferred Maintenance Account (SPSDMA)
within RTF and allocated $10 million annually through 2005-06, from RTF
to the account for expenditure by the Department of Parks and Recreation
(DPR) for deferred maintenance expenses. 

The remaining RTF money is to be deposited in NRIF for preserving
and protecting natural and recreational resources. Chapter 293 identified
four priorities for the use of NRIF. These priorities are: environmental
review and monitoring by DFG, Natural Community Conservation Plan
(NCCP) acquisitions, Habitat Conservation Fund (HCF) funding require-
ments, and expenditure for nonpoint source pollution control programs.
Funds not appropriated to these priorities will be spent on natural and
recreational resources. 

 Because of the recent drop in oil prices, tidelands oil revenues to the
state have dropped significantly. As a result, it is estimated that SSTRA
will receive only $6.5 million in the current year, and NRIF will receive
no tidelands oil revenues. As Figure 1 shows, for 1999-00, the budget
projects total RTF revenues to be slightly higher, including $8 million to
be available to fund SSTRA, and $1.9 million for the newly created
MLMRMA. However, neither NRIF nor SPSDMA would receive tide-
lands oil revenues in 1999-00. 

The projected drop in tidelands oil revenues to RTF  severely limits the
Legislature’s ability to fund various resources programs, without looking
to other funding sources. For example, because of the absence of NRIF
money, various programs—including DFG environmental review activi-
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ties, in particular—would have to be funded with alternative sources,
including the Environmental License Plate Fund or the General Fund. 

Environmental License Plate Fund (ELPF). The ELPF derives its fund-
ing from the sale of personalized motor vehicle license plates by the
Department of Motor Vehicles. Funds from ELPF can be used for the
following 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 $26.6 million from ELPF,
an increase of $580,000 (2.2 percent) over estimated current-year spend-
ing. About 57 percent ($15.2 million) of total proposed ELPF expenditures
would go to support DFG. About 20 percent of the proposed expendi-
tures would be for local assistance and capital outlay projects by the
California Tahoe Conservancy. 

 The proposed ELPF expenditures will leave a balance of $660,000 at
the end of 1999-00.

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 $19.5 million in PRA resources in 1999-00 and
proposes expenditures from PRA for the various departments totaling
$18.7 million. This is a decrease of $5.5 million (23 percent) from the
estimated current-year expenditure level. The decrease is mainly due to
a continued drop in cigarette tax revenues and the drawing down of prior
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reserves in the account. About 64 percent ($11.9 million) of the proposed
expenditures would be for the support of the DPR, and 17 percent
($3.2 million) would support the operations of DFG.

The budget proposes a reserve of $729,000 in PRA at the end of
1999-00. 

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 the funds
in the Unallocated Account, C&T Fund; and (2) additional funds from the
General Fund in order to provide a total of $30 million. Proposition 117
allows the Legislature to substitute for the General Fund the transfer of
other appropriate funds.

The budget proposes total HCF expenditures of $30 million in 1999-00.
The amount would be funded with $9.6 million to be transferred from the
Unallocated Account, C&T Fund, and $20.4 million from the General
Fund. The budget projects a $8.5 million reserve in HCF for 1999-00.

Fish and Game Preservation Fund (FGPF). The FGPF derives most of
its revenues from fishing and hunting licenses, tags, and permits. Money
in FGPF is used to support DFG activities to protect and preserve fish and
wildlife, including the acquisition and construction of projects for these
purposes. Certain revenues are restricted to be used for specific purposes
or species. For instance, the cost of hunting and sport fishing programs
is to be financed out of hunting and sport fishing revenues. The costs of
commercial fishing programs are to be paid solely out of revenues from
commercial fishing taxes and license fees.

For 1999-00, the budget proposes FGPF expenditures of $79.6 million,
almost entirely for the support of DFG. This amount is $7 million (or
9.6 percent) more than estimated current-year expenditures. Of the
amount, $64.9 million is proposed to be spent from nondedicated funds
and the remaining $14.7 million from dedicated revenues. 

With the proposed expenditures, the budget projects a reserve of
$17.8 million in FGPF for 1999-00. 

(Please see Item 3790, Department of Parks and Recreation for a dis-
cussion of the condition of the State Parks and Recreation Fund.)
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Park-Related Bonds
There will be almost no park bond funds available for park projects

in 1999-00.

 Park development projects and land acquisitions have traditionally
been funded by various bonds passed by the voters. The availability of
bond funds has contributed to the Legislature’s flexibility in funding its
priorities in past years. This is because the Legislature has been able to
free up funds in ELPF and PRA by using bond funds to the greatest
extent possible to fund various projects. 

Figure 2 shows that essentially all park bond funds have been depleted. The
budget projects minimal bond funds available for park projects in 1999-00.

Figure 2

Selected Park Bond Funds
Resources Programs a

1998-99 and 1999-00
(In Millions)

Bond Funds
1998-99

Expenditures

1999-00

Resources Expenditures Balances

Parklands Fund of 1980 $2.6 — — —
Parklands Fund of 1984 1.7 — — —
Recreation and Fish and

Wildlife Enhancement
Fund — $0.5 $0.5 —

State Coastal Conservancy
Fund of 1984 0.6 — — —

California Wildlife, Coastal
Parkland Conservation
Fund of 1988 15.4 3.7 0.8 2.9

a
Based on Governor’s budget.

Water Bonds
The budget proposes expenditures of about $169 million from various

water bonds for water quality, water supply, and ecosystem restoration
projects. No bond funds are available in the budget year for (1) state
matching funds for federal safe drinking water loans and grants and
(2) the state’s unmet share of costs for federally authorized, local flood
control projects. While the budget proposes $15.1 million from the Gen-
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eral Fund to match federal safe drinking water funds, no funding is pro-
posed from other sources for flood control subventions. 

As indicated in Figure 3, the budget reflects expenditures totaling
$169.3 million in 1999-00 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; and (4) Bay-Delta improvements, including fish and
wildlife restoration and delta levee rehabilitation. This is a decrease of
$92.2 million, or 35 percent, from estimated current-year expenditures

Figure 3

Selected Water Bond Funds a

1999-00
(In Millions)

Resources Expenditures Balances

Safe drinking water
1986 California Safe Drinking Water Fund $32.5 $5.2 $27.3
1988 California Safe Drinking Water Fund 32.3 10.8 21.5

Subtotals ($64.8) ($16.0) ($48.8)
Water supply/water recycling
1986 Water Conservation and

Water Quality Fund $26.1 $23.7 $2.4
1988 Clean Water and

Water Reclamation Fund 7.3 4.2 3.1
1988 Water Conservation Fund 22.0 5.8 16.2
Safe, Clean, Reliable Water Supply Fundb 106.6 56.2 50.4

Subtotals ($162.0) ($89.9) ($72.1)
Wastewater treatment/water quality
1984 State Clean Water Fund $31.2 $6.8 $24.4
Safe, Clean, Reliable Water Supply Fundb 113.2 37.2 76.0

Subtotals ($144.4) ($44.0) ($100.4)
Bay-Delta improvements
Safe, Clean, Reliable Water Supply Fundb $451.0 $19.4 $431.6
Flood control and prevention
Safe, Clean, Reliable Water Supply Fundb —c — —

Totals $822.2 $169.3 $652.9
a

Based on Governor’s budget.
b

Proposition 204.
c

Funds in Proposition 204 subaccount depleted at end of 1997-98.
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from bonds for these purposes. Most of this decrease reflects a depletion
or near depletion of some of the Proposition 204 bond fund accounts
(such as funds for specific Bay-Delta ecosystem restoration purposes and
the river parkway program) at the end of 1998-99. Proposition 204—the
Safe, Clean, Reliable Water Supply Act of 1996—provides $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.

Safe Drinking Water. The budget projects total expenditures of
$16 million in 1999-00, leaving a balance of $48.8 million at the end of
1999-00. There are pending grant applications that would spend much of
this balance in future years. About $463 million in federal loans and
grants will be available over the next six years to public water systems in
the state for upgrades to meet safe drinking water standards if matched
by a 20 percent state contribution. However, existing safe drinking water
bond funds are not authorized to serve as a state match for these federal
funds. The budget proposes $15.1 million from the General Fund to
match $75.7 million of federal funds in 1999-00. Our review finds that an
additional $78.5 million of federal funds would be available in 1999-00 if
the state were to provide an extra $15.7 million in matching funds. We
discuss this issue in greater detail in our write-up under Item 4260, the
Department of Health Services.

Water Supply. The budget projects total expenditures of $89.9 million,
including $56.2 million from Proposition 204 funds, for water supply and
recycling projects. This leaves a balance of $72.1 million, mainly for new
projects. 

Wastewater Treatment and Other Water Quality Projects. The bud-
get proposes $44 million in expenditures to fund wastewater treatment,
agricultural drainage treatment, seawater intrusion control, and other
water quality projects in 1999-00. This leaves a balance of $100.4 million.
Pending grant and loan applications for wastewater treatment projects
would spend much of this balance in future years. 

Bay-Delta Improvements. Proposition 204 bond funds provide a total
of $583 million for projects specifically related to the Bay-Delta, mainly
for ecosystem restoration. The budget proposes expenditures of
$19.4 million in 1999-00, leaving a balance of $431.6 million. Of this re-
maining balance, $390 million would be available for expenditure only
upon federal and state approval of environmental impact reports being
developed by the “CALFED” Bay-Delta Program. Such approval is not
expected until sometime in the year 2000. 
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Flood Control and Prevention. The costs of federally authorized,
locally sponsored flood control projects are shared by the federal govern-
ment (50 to 75 percent), state government (17.5 to 35 percent), and local
government (7.5 to 15 percent). Due to the state’s budget condition in
recent years, however, the state has been unable to pay fully its share of
costs for these flood control projects. Proposition 204 provided
$60 million to pay some of the arrears owed to local agencies; however,
these funds were depleted by the end of 1997-98. 

According to the Department of Water Resources (DWR), the unpaid
amount on the state’s share of costs will be about $132 million at the end
of 1998-99, after the expenditure of $40 million provided for this purpose
in the current-year budget. Chapter 326 appropriated $44 million from
the General Fund for each of 1999-00 and the subsequent two fiscal years
for local flood control subventions. However, the budget proposes to
revert the $44 million appropriated for 1999-00 to the General Fund,
pending the enactment of legislation to authorize the reversion. With the
reversion and no additional funding provided in the budget, DWR pro-
jects the arrearages to increase to about $189 million by the end of the
budget year. According to DWR, the failure of the state to pay its share
owing to local agencies has caused construction to stop on a number of
flood control projects. We discuss this issue in greater detail in our write-
up under Item 3860, the DWR.
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HEADWATERS PURCHASE:
AN UPDATE

Chapter 615, Statutes of 1998, appropriated funds for the purchase of
the Headwaters Forest and certain other forest properties, under speci-
fied conditions. The Wildlife Conservation Board plans to authorize the
purchase of the Headwaters in late February 1999, provided that the
conditions of Chapter 615 are met. The acquisition of this property,
however, could be delayed by legal challenges.

Background
The Headwaters Forest, located in Humboldt County, is one of the

largest stands of old-growth redwoods left in private ownership. Envi-
ronmentalists, the state and federal governments, and PALCO (the cur-
rent landowner) have been at loggerheads over its fate for over a decade.
In September of 1996, the state and federal governments and PALCO
entered into an agreement which committed the state and federal govern-
ments to provide $380 million ($250 million from the federal government
and $130 million in state funds) for the purchase of the Headwaters
Forest.

State Committed Funding and Specified Conditions for Purchase of
Headwaters Forest. In 1998-99, the Legislature enacted Chapter 615,
Statutes of 1998 (AB 1986, Migden), which appropriated the following
from the General Fund:

• $130 million to purchase the Headwaters Forest (approximately
4,500 acres). The amount is available until July 1, 1999, when it will
revert to the General Fund.

• Up to $80 million to purchase the Owl Creek property owned by
PALCO. The amount is available from July 1, 1999 until June 30,
2001, when it will revert.
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• Up to $20 million to purchase the Grizzly Creek property, also
owned by PALCO.

• $15 million for economic assistance to Humboldt County. This
amount was subsequently reduced to $12 million by the Governor.

Under Chapter 615, the state funds are available only if the following
conditions are met. First, the federal government provides $250 million
as matching funds for the Headwaters purchase. Second, the final ap-
proved federal environmental document issued for other PALCO-owned
lands, specifically a Habitat Conservation Plan (HCP) must include
certain restrictions established in Chapter 615. The HCP would allow
PALCO to log on the approximate 200,000 acres it owns outside of the
Headwaters Forest, with certain restrictions to ensure the long-term
preservation of endangered species. Chapter 615 specifies additional
restrictions relating primarily to the establishment of no-cut buffer zones
along watercourses in order to protect fish and birds.

The Wildlife Conservation Board (WCB) is the state agency responsible
for acquiring the properties. However, Chapter 615 does not specify
which state agency is responsible for determining whether the final HCP
approved by federal authorities meets the specified conditions.

Current Status of HCP. On January 22, 1999, the final Environmental
Impact Statement/Environmental Impact Report on the HCP was put on
public review for a 30-day comment period. It is anticipated that the plan
will be approved by federal authorities at the end of that period. The
federal approval of the HCP would make federal funds available for the
acquisition of the forest.

At the time this analysis was prepared, WCB indicated that it plans to
authorize the $130 million expenditure for the Headwaters purchase
(provided the conditions of Chapter 615 are met) at a February 24, 1999
board meeting following federal approval of the final HCP. This action
will also make $32 million dedicated for Humboldt County and for the
Grizzly Creek property available in the current year, and $80 million for
the Owl Creek purchase available beginning July 1, 1999.

Implications for State
 Legal Challenge Could Delay Acquisition. While both the state and

federal governments are proceeding with the Headwaters purchase, the
final HCP could be challenged in court, thereby delaying or derailing the
acquisition of the forest. Because the $250 million in federal funds is
available only until March 1, 1999, if the final approval of the HCP is
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delayed past that time, then the federal funds would expire. (However,
the federal budget for the 2000 fiscal year—proposed in early February
1999—provides that the previously appropriated funds for the Headwa-
ters purchase remain available for expenditure.) If the federal funds
expire, the state funds would also revert to the General Fund. If the final
HCP is successfully challenged after WCB has taken action to purchase
Headwaters, it is unclear how this would affect the validity of any previ-
ous disbursement of funds for the Owl Creek and Grizzly Creek proper-
ties and for economic assistance to Humboldt County.

State Will Bear Some Ongoing Costs When Properties Are Acquired.
According to WCB, upon the acquisition of Headwaters, the federal
Bureau of Land Management will take title of the property and will be
responsible for the operations and maintenance of the property. PALCO
has agreed to pay $250,000 annually for the state to monitor the com-
pany’s compliance with the HCP. However, given the number of require-
ments specified in Chapter 615 and the potential number of requirements
in the HCP, it is not clear whether this amount would be sufficient to
accommodate the enforcement workload to the state. 

Upon purchase of the Owl Creek and Grizzly Creek properties, the
state as sole owner would be responsible for the operation and mainte-
nance of these properties. At this time, the magnitude of these costs has
not been determined.
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STATE REGULATION OF PETROLEUM
PIPELINES STILL EVOLVING

Commercial oil production began in California in 1876. Since that time,
California has become the nation’s fourth largest oil-producing state. The
state has an estimated reserve of about three billion barrels, and produces
almost one million barrels each day.

Despite the maturity and scale of California’s petroleum industry, state
regulation of pipelines and associated infrastructure was minimal until
the early 1980s. Most pipelines were operated and maintained largely at
the discretion of private operators. While many operators employed what
were at the time considered to be prudent industry practices, there have
been numerous instances of petroleum leaks and spills contaminating
groundwater, damaging wildlife habitats, and washing onto shores. The
full extent of damage caused by these past incidents is unknown, as some
underground spills can go undetected for decades.

This write-up separately addresses active pipelines and abandoned
pieplines. First, we review the current regulatory environment and dis-
cuss problems associated with the regulation and permitting process for
active pipelines. Second, we discuss the potential threat of abandoned
pipelines and undetected past leaks, and provide recommendations on
how to reduce them.

REGULATION AND PERMITTING OF PETROLEUM PIPELINES

Regulatory Environment Recently Developed
Legislation and regulatory changes over the past two decades have

greatly enhanced the regulation of pipelines and associated infrastructure.

California’s pipeline infrastructure has developed over the past cen-
tury. Today, the state has about 10,000 miles of various petroleum pipe-
lines. Although much of this infrastructure is modern and well-main-
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tained, the lack of age-based replacement requirements has allowed 50-
and even 70-year-old pipeline segments to remain in use. In response to
several dramatic spills and growing awareness of the environmental and
health risks posed by the transportation of petroleum, the regulation of
pipelines was expanded considerably in the 1980s and 1990s. Figure 1
highlights the key provisions of major state laws enacted since 1981.

Figure 1

Key Provisions
Major State Laws Concerning Pipeline Operations

1981 Through 1998

Legislation Key Provisions

Inspection, Testing, and Safety

Chapter 861/1981
(AB 911, Elder)

• Requires State Fire Marshal (SFM) to adopt pipeline
safety regulations to comply with federal requirements.

Chapter 1222/1983
(AB 1171, Elder)

• Requires new pipelines to include a method of leak de-
tection, and older pipelines to meet certain standards.

• Assigns penalties for violations of pipeline regulations.

Chapter 1277/1989
(SB 268, Rosenthal)

• Requires new pipelines to accommodate internal inspec-
tion devices.

• Increases penalties for violations of pipeline regulations.

Chapter 395/1991
(AB 718, Elder)

• Permits visual inspection for certain above-ground pipe-
lines.

Research and Data Collection

Chapter 1252/1989
(AB 385, Elder)

• Requires SFM to prepare a report assessing risks associ-
ated with pipelines near rail lines.

Chapter 523/1994
(AB 3261, O’Connell)

• Requires SFM to assess safety of certain low-pressure
pipelines, and maintain a database of such pipelines.

• Requires SFM to investigate barriers and incentives for
replacing and improving all hazardous liquid pipelines.

Chapter 731/1994
(AB 3521,
McDonald)

• Requires SFM to report every fifth year (beginning in
1999) on regulatory effectiveness with regard to pipeline
safety and make recommendations.

Chapter 611/1996
(SB 562, Thompson)

• Requires State Water Resources Control Board
(SWRCB) to develop database of past underground stor-
age tank leaks.

Continued
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Chapter 973/1996
(AB 349, Escutia)

• Requires pipeline operators, by July 1, 2000, to provide
SFM with an evaluation of pipelines built before1960, as
well as certain high-risk newer pipelines.

Chapter 814/1997
(AB 592, Kuehl)

• Requires SFM to develop database of pipeline informa-
tion.

• Requires SWRCB, by July 1, 1999, to report on the feasi-
bility of a mapping system for underground leak data.

• Requires SFM at least biennially to identify all pipelines
within 1,000 feet of a public drinking water well, and pipe-
line operators to develop plans to protect those wells.

Chapter 815/1997
(SB 1189, Hayden)

• Requires an advisory committee to recommend whether
MTBE should be listed as a carcinogen or toxin.

Spills and Leaks

Chapter 1248/1990
(SB 2040, Keene)

• Creates an oil spill response program, funded from fees
paid by pipeline and marine terminal operators.

Chapter 979/1995
(AB 1868, Katz)

• Makes public utilities liable for damages arising from oil
leaks from public utility pipelines.

Chapter 605/1996
(AB 1376,
Bustamante)

• Requires minimum volume thresholds be set for oil spills
that must be reported to state officials.

Miscellaneous

Chapter 863/1986
(SB 1978, Campbell)

• Expands SFM’s jurisdiction to interstate pipelines.

Chapter 765/1996
(AB 1487, Pringle)

• Extends from one to eight miles the maximum length of
pipeline that can be installed, repaired, or replaced, with-
out being subject to certain environmental requirements.

Chapter 1068/1998
(SB 1763, Costa)

• Increases bond requirements for drilling and operating oil
wells.

• Increases the amount the Department of Conservation
may spend annually for plugging orphan wells.

These statutes have considerably expanded and strengthened the laws
governing pipelines, which previously had tended to be sketchy and
haphazard. The statutes establish testing criteria, create monitoring and
response programs, impose fees to fund safety and environmental protec-
tion efforts, and establish reporting requirements. For instance,
Chapter 731, Statutes of 1994 (AB 3521, McDonald) requires the State Fire
Marshal (SFM) to issue a report every five years that reviews current
regulatory effectiveness with regard to pipeline safety, identifies pipeline
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leak incident rate trends, and recommends necessary changes to the
Legislature. The first such report must be submitted in 1999.

We expect that the regulatory framework established by the above
statutes will continue to evolve as new pipeline data are made available
pursuant to statutory requirements, and as technological improvements
allow better testing and maintenance of pipelines. Nevertheless, our
review has identified two major regulatory issues which warrant legisla-
tive attention: jurisdictional boundaries among regulatory agencies, and
consequences of permit requirements imposed on pipeline modification
proposals.

Many Regulatory Agencies Have Jurisdiction 
The petroleum production and transportation infrastructure is regu-

lated by a multitude of state and federal agencies. We find that this
results in jurisdictional conflicts and regulatory ambiguity. To some
extent, these problems are being addressed through interagency agree-
ments.

The physical infrastructure of the petroleum industry comprises a
range of production and transportation elements. A number of regulatory
agencies exercise primary jurisdiction over most of those elements.
Figure 2 depicts the major components of the petroleum production and
transportation infrastructure, along with the primary state agencies that
regulate them. Regulations typically concern scheduled testing and in-
spection of pipelines for leaks or weakness, operating practices (including
operational temperatures and pressures), and installation and mainte-
nance of safety devices.

Three state agencies are most directly involved in the regulation of
petroleum pipelines. They are:

• State Fire Marshal (SFM). Within the Department of Forestry and
Fire Protection, SFM is responsible for regulating “transportation”
pipelines. These pipelines generally are pressurized, and carry petro-
leum (and other) products across the state. For those portions of
interstate pipelines within California, SFM acts as the agent for the
federal Office of Pipeline Safety in enforcing federal safety stan-
dards. The pipelines under SFM’s jurisdiction total about 6,000 miles
in length. On the basis of its extensive jurisdiction and the numerous
powers and responsibilities imposed on it by state law, SFM is one
of the major pipeline regulators in the state and even the nation.
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Figure 2

Petroleum Pipelines and Related Infrastructure
Jurisdiction of State Regulatory Agencies
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• Division of Oil, Gas, and Geothermal Resources (DOGGR). The
DOGGR is a division of the Department of Conservation and is
primarily concerned with oil production operations in on-shore
oilfields and, to a lesser extent, within state waters. Pipelines asso-
ciated with on-shore operations are typically smaller “production”
lines that carry crude oil from wells to on-site storage tanks or to
larger lines. Oilfields also frequently make use of diluent (a petro-
leum product that thins crude oil) to assist in extracting oil from
the ground, and this diluent is pumped to wells through pipelines
for that purpose.

• State Lands Commission (SLC). The SLC leases out the state’s
submerged lands for oil drilling and other mineral resource activi-
ties. As part of its associated responsibilities, SLC (along with
DOGGR) regulates oil wells (platforms) in state waters. The SLC
also regulates marine terminals (where oil is transferred to or from
vessels). Although pipelines connecting offshore platforms to the
mainland are transportation lines (and thus under SFM’s jurisdic-
tion), SLC also possesses authority over these lines by virtue of
their passing through state waters. At the time this analysis was
prepared, SFM, SLC, and other agencies were working to clarify
their respective authority over these lines.

Other state agencies become involved in pipeline regulation in less
direct ways, such as through the regulation of petroleum storage tanks
(State Water Resources Control Board—SWRCB) or in responding to
spills (the Department of Fish and Game’s Office of Spill Prevention and
Response). Federal agencies, such as the U.S. Minerals Management
Service and the Department of Transportation, also have roles. Further,
various local agencies issue permits for the construction of new pipelines
or the modification or repair of existing lines. Figure 3 provides a list of
agencies involved in the regulation of pipelines.

Agencies Grapple With Jurisdictional Issues. As Figure 3 shows, there
is a large number of local, state, and federal agencies with regulatory re-
sponsibilities for different aspects of the oil production and transportation
infrastructure. Occasionally, this leads to jurisdictional conflicts and ambi-
guity. This is partly because the criteria for defining an agency’s jurisdiction
differ among agencies. Some jurisdictions are based on location of the
pipelines (onshore or offshore, for example), some are based on the type of
facility being regulated (such as production or storage), and some are based
on the type of resource being protected (such as public health or wildlife
habitat). As a result, it is not always clear where one agency’s jurisdiction
begins and another’s ends. This can lead to overlapping jurisdictions or
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jurisdictional “gaps,” where no regulatory agency assumes responsibility
for particular segments of pipeline infrastructure.

Figure 3

Pipeline Operations and Maintenance
Regulatory Agencies

State Federal Local
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Among state agencies, many of these potential conflicts have over the
past several years been addressed through the development of memoranda
of understanding (MOUs). An MOU signed between SLC and SFM in 1994,
for instance, identified the precise points where their respective jurisdic-
tions met at every marine terminal in the state. While MOUs help to better
define jurisdictional boundaries, they are administratively inefficient in that
they require staff time and costs for their negotiation. In addition, notwith-
standing the jurisdictional clarification provided by some MOUs, other
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areas of jurisdictional ambiguity remain. It is doubtful that all jurisdictional
issues could be fully resolved through the development of MOUs.

Another potential problem arising from regulation by multiple agen-
cies concerns inconsistent testing and maintenance standards. For exam-
ple, our review found examples of pipeline operators having to meet two
different sets of testing standards (for example, differences in testing
method and frequency of testing) for the same pipeline. Some state and
federal agencies have responded to this type of situation by either adjust-
ing their standards so that they are consistent, or by accepting a test
certification or inspection by specified regulatory agencies. However,
industry still feels that this problem has not been fully addressed.

We believe that state and federal agencies are making good faith efforts
to mitigate multijurisdictional problems. We recommend that these efforts
continue. In addition, as detailed in a later section of this write-up, we
believe multijurisdictional issues could be further mitigated by the designa-
tion of a single lead agency to oversee the regulation of pipeline operations.

Permitting Process May Discourage
Pipeline Repair and Replacement

Under the existing permitting process, a pipeline operator wishing to
modify or replace an oil pipeline may have to wait months or even years
and incur substantial costs to be authorized to make such improvements.
This may create disincentives to repair pipelines.

As pipelines age they may become more susceptible to leaks, less
capable of handling flow demands, and technologically obsolete. How-
ever, securing the authorizations necessary to alter or replace pipelines
can be expensive and time consuming.

The first step in repairing, replacing, or installing a pipeline or pipeline
segment is to ensure that the project complies with the California Environ-
mental Quality Act (CEQA). Projects which involve a segment of pipeline
longer than eight miles are subject to CEQA. This involves preparing an
environmental impact report, holding public hearings, and providing for
necessary environmental mitigation measures. According to representatives
from industry, this process generally takes one to three years to complete.

Although projects affecting less than eight miles of pipeline are exempt
from CEQA, only one-half mile of pipeline may be excavated at a time.
This adds to the time needed to complete a project. It can also add to the
costs of the project.
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After a project meets CEQA requirements, or is exempted from them,
the permitting process begins. Figure 4 highlights some of the permits
that may be required of industry in order to install, repair, or replace a
pipeline, and the estimated time needed to obtain these permits. The
permits and times listed in Figure 4 were provided by various representa-
tives of industry. The number of permits required varies depending on
the pipeline’s location.

Figure 4

Installation, Repair, or Replacement of Pipelines
State and Local Permitting Agencies

Pipeline Location Permit Agency

Estimated
Time to Issue

Permit

Over 8 miles long Local planning agency, various state
agencies (CEQA)

1 - 3 years

In a city Planning department
Public works agency

6 - 12 weeks

In an unincorporated area Planning department
Public works agency

6 - 12 weeks

On the coast California Coastal Commission
and/or local designee

6 - 12 weeks

In a flood control district County flood control district 8 - 12 weeks

Crossing a city/county road City/county transportation department NA

Crossing over aqueducts Department of Water Resources NA

San Francisco Bay Area Bay Area Conservation and
Development Commission

NA

Ports of Los Angeles/ Long
Beach/San Francisco

Port authorities 7 - 12 weeks

On state property Affected state agency 2 - 4 weeks

On wildlife habitat Department of Fish and Game 6 - 8 weeks

Railroad rights-of-way Agreement with railroad owners Varies

On private property Agreement with landowners Varies

In state waters State Lands Commission NA

Note: Some permits may be applied for simultaneously.

NA - Not Available.
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Permitting Processes Create Disincentives to Repair Pipelines. Pursu-
ant to Chapter 532, Statutes of 1994 (AB 3261, O’Connell), SFM investi-
gated incentives that would encourage pipeline replacement or improve-
ments. The report, which was completed in 1997, surveyed the industry
and found that the most commonly cited barriers to replacing or improv-
ing pipelines involved the permitting process. Specifically, operators
indicated that the permitting process was lengthy and expensive. Addi-
tionally, the process could have adverse effects on public safety and
health. 

In our review of that report and in subsequent discussions with SFM
and industry representatives, we found the following to be the most
significant barriers presented by the permitting process:

• Time Delays. Depending on the number of permits required for a
given project, the permitting process could take a couple of weeks
to several months, or more. In some cases, requirements can be
duplicative. In many of those cases, it also appears that the se-
quencing of the required permits contribute to the length of time
required to obtain all permits. For example, one company noted
that while the California Coastal Commission’s coastal develop-
ment permit is essentially the same as the County Coastal Devel-
opment Permit, the state permit cannot be applied for until the
county permit is approved. Additionally, the U. S. Army Corps of
Engineers would not issue its required permit until after the state’s
permit was approved. In addition, some permitting agencies may
add requirements to the project such as additional mitigation or
shut-off valves. Complying with these additional requirements
could further delay the project.

• Increased Costs. In some cases, the cost of repairing pipelines is
prohibitive due to the number of permits required, the mitigation
efforts required by CEQA, and the necessary planning documents.
One company claimed that it had started to abandon some of its
pipelines that needed repair because it was too costly to prepare
the required development plans and obtain all of the necessary
permits. This company found it to be more cost-effective to begin
transporting oil via tanker trucks. In addition, some permitting
agencies may impose requirements beyond the scope of the imme-
diate project as a condition of issuing a permit. These additional
requirements, among other things, could include mitigation be-
yond CEQA requirements. Additional requirements will increase
the cost of the pipeline project as well as cause time delays as men-
tioned above. 
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Disincentives to Repair Pipelines Could Jeopardize Public Health. As
a result of the length and expense of the permitting process, pipelines are
not replaced as quickly as they should be and could pose a health and
safety hazard to the public and the environment. A number of representa-
tives from industry have indicated that it often takes one to two years to
obtain permits to replace or repair pipeline segments they know to be
substandard. This delay presents a risk to the health and safety of the sur-
rounding communities as well as to wildlife habitat. Furthermore, permit-
ting costs increase the expense to repair pipelines, making pipeline trans-
portation more costly than alternative means. As a result, more oil is being
transported on the highways. According to the SFM, transporting oil via
highways is over 400 times more likely to result in fatalities than via pipe-
lines.

Additionally, many of the permitting agencies do not have the technical
expertise to determine the need for certain safety features associated with
pressurized pipelines. As a result, some of their efforts to improve the safety
of the pipelines could actually increase the health risks to the public and
environment. An example of this could be a local fire department requiring
shut-off valves to be accessible to them as a condition of receiving a permit.
Given that most petroleum pipelines are pressurized, shutting off the flow
without notifying the operator could cause elevated pressures, leaks, and
even structural damage to the pipelines.

Lead Agency Would Help Resolve Jurisdictional Issues
And Streamline Permitting Process

We recommend the enactment of legislation to designate a single lead
state agency to (1) coordinate testing and maintenance requirements and
(2) streamline the permitting process.

As discussed above, the respective jurisdictions of regulatory agencies are
not always clear. Additionally, pipeline operators are subject to inconsistent
requirements imposed by these regulatory agencies. In order to help clarify
jurisdictions and to make testing and maintenance criteria more consistent,
the Legislature should designate a lead agency among pipeline regulators.
This lead agency should be responsible for coordinating all state agencies and
working with federal and local agencies to better delineate each agency’s
jurisdiction and how they can work to reduce potential duplication and
uncertainty for the regulated community. The lead agency should also be
required to make recommendations to the Legislature on statutory changes
necessary to address any jurisdictional issues.
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Based on our review of the roles of various state agencies in the regulation
of pipelines, we believe that it would be reasonable to designate SFM as the
lead agency. The SFM’s jurisdiction currently covers a larger geographical
area than other likely candidates. In addition, SFM is currently required by
various statutes to produce reports on pipeline issues and maintain databases
of pipeline information. Finally, SFM has already made considerable progress
in coordinating jurisdictional issues with other state and federal agencies
through MOUs.

The current permitting process creates a number of disincentives to pipe-
line operators who may otherwise have voluntarily replaced or upgraded
pipelines. In order to help eliminate those disincentives associated with cost
and time delays, the Legislature should charge the same lead agency to work
in partnership with other federal, state, and local permitting agencies. This
lead agency should evaluate the current permitting process to standardize
and eliminate redundancies where possible. It should also be required to
make recommendations to the Legislature on statutory changes that would
streamline the permitting process.

ABANDONED PETROLEUM PIPELINES

Abandoned Pipelines and Past Leaks Pose Unknown Threat 
While the nature, extent, and threat of undetected petroleum leaks are

not clear, we find that the potential for long-term damage warrants further
investigation of this problem and its implications for the state. We recom-
mend the enactment of legislation appointing a lead agency to collect, inte-
grate, and utilize data to identify sites that are especially likely to have had
past petroleum leaks and are unusually susceptible to human health risks or
environmental damage.

While the regulation of operational pipelines, as well as the state’s ability
to respond to new oil spills, has improved markedly in recent years, there is
a continuing, unknown threat posed by past leaks and abandoned pipelines.
This threat was dramatically illustrated a decade ago, when extensive under-
ground pools of petroleum products were discovered under the town of
Avila Beach. (Please see our December 1998 California Update, Oil Pipeline
Spills: The Avila Beach and Guadalupe Experience.) The leaks had occurred over
many years. The discovery of the leaks has led to a major clean-up effort
involving the demolition of at least 21 buildings and the excavation of 100,000
cubic yards of contaminated soil.

As we noted in our December 1998 report, experts in industry and in the
regulatory agencies believe that there are additional instances of past leaks
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still to be discovered in the state. The nature and extent of such leaks are
currently unknown, and it is not even clear whether they pose any immediate
threats to public health and safety. The level of threat would depend on a
number of factors, including the proximity of drinking water supplies, the
composition of the surrounding soil, the volume and age of the spill, and
other considerations. Notwithstanding this uncertainty, we believe that the
potential for long-term damage posed by undetected past leaks warrants
further investigation of this problem. Existing data held by industry and
governmental agencies will aid this investigation, as will several new reports
and databases that SFM and other agencies are required to make available
over the next two years.

We recommend, therefore, the enactment of legislation appointing a lead
agency to collect, integrate, and utilize available data sources to identify sites
that are (1) highly likely to have had past petroleum leaks and (2) unusually
susceptible to environmental damage or human health risks. We believe the
following data sources, among others, could be helpful in this effort:

• Comprehensive GIS-compatible database of pipeline information
(including pipeline locations, age, reported leak incidences, and in-
spection history), to be developed by SFM as required by Chapter 814,
Statutes of 1997 (AB 592, Kuehl). The SFM expects to make this data-
base available later this year.

• Database of cases involving discharges of petroleum from under-
ground storage tanks, created and maintained by SWRCB as required
by Chapter 611, Statutes of 1996 (SB 562, Thompson) and Chapter 814.
The SWRCB is required to report to the Legislature by July 1, 1999 on
the feasibility of expanding this database to a statewide GIS system.

• State Energy Map, developed by DOGGR, identifying locations of
known active and abandoned pipelines, as well as other associated
infrastructure. The department expects an updated, computer-based
map to be available later this year.

After assessing available information, the lead agency should be autho-
rized to obtain other information it deems necessary to complete an inventory
of high-risk sites. We further recommend that the Legislature require that a
sample of sites from this inventory be tested for evidence of past petroleum
leaks. Results of these tests should then be used to determine whether further
testing (and possible remediation) is warranted. These conclusions should be
submitted in a report to the Legislature and Governor.
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DEPARTMENT OF CONSERVATION
(3480)

The Department of Conservation (DOC) is charged with the develop-
ment and management of the state’s land, energy, and mineral resources.
The department manages programs in the areas of: geology, seismology,
and mineral resources; oil, gas, and geothermal resources; agricultural
and open-space land; and beverage container recycling.

The department proposes expenditures totaling $367.4 million in
1999-00, which represents a decrease of about $27.9 million, or 7 percent,
from estimated current-year expenditures. Almost 90 percent of the de-
partment’s proposed expenditures ($329.4 million) represents costs asso-
ciated with the Beverage Container Recycling Program. 

BEVERAGE CONTAINER RECYCLING PROGRAM

The Beverage Container Recycling Program was created twelve years
ago by Chapter 1290, Statutes of 1986 (AB 2020, Margolin). The program
seeks to encourage the voluntary recycling of beverage containers by
guaranteeing a minimum payment (California Redemption Value, or
CRV) for each container returned to certified recycling centers. Certain
provisions of the Beverage Container Recycling Act will expire on Janu-
ary 1, 2000. This report analyzes the implications of those sunsets, and
suggests actions for the Legislature’s consideration.

Operation of the Program
Specific types of beverages (largely carbonated soft drinks, beer, and

wine and spirit coolers) fall under California’s recycling program. In
general, the program operates as shown in Figure 1 (see next page).
Manufacturers make containers and fill them with beverages. Distribu-
tors of beverages subject to the program pay the CRV (currently 2.5 cents
for most containers) into the Beverage Container Recycling Fund (BCRF),
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Figure 1

Operation and Funding of the
Beverage Container Recycling Program
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which is maintained by the DOC. Distributors typically pass the cost of
the CRV along to retailers who in turn charge the CRV to consumers.

Consumers can recoup the CRV at any certified recycling center when
they return their empty containers. Recyclers pay the CRV, as well as
scrap value in some circumstances, for each container returned. Recyclers
then sell the containers to processors, who collect, sort, clean, and consoli-
date the materials. In addition to paying scrap value, processors reim-
burse recyclers for CRV payments they made to consumers. Processors
are in turn reimbursed for those CRV pass-throughs out of the BCRF.
Finally, processors sell the collected material to container manufacturers
or other end users. (In order to simplify this discussion, we subsume
processors under the term “recyclers” for the rest of this write-up.)

The program is administered by DOC’s Division of Recycling. In
addition to maintaining the BCRF, the department enforces program
requirements, certifies and audits recyclers and processors, calculates
recycling costs and associated fees, encourages the development of mar-
kets for recycled materials, and awards grants to public and private
groups that promote recycling. For 1998-99, the department has 181 staff
and $21 million to administer the program. Program support is drawn
from the BCRF, which is expected to take in about $355 million in CRV
during the current fiscal year. The department estimates it will expend
about $287 million of that amount in CRV payments to recyclers.

Recycling Rates Have Declined
After peaking in 1995, recycling rates for all types of beverage contain-

ers have stagnated or declined.

California’s Beverage Container Recycling Program was developed
with the primary objective of diverting containers from landfills and
litter. Although CRV beverage containers only comprise about 3 percent
of generated solid waste, their potential for winding up as litter made
them a logical target. By guaranteeing a refund payment for these con-
tainers, the program provides a financial incentive for consumers to
recycle their containers. The same incentives also encourage third parties
to retrieve and redeem containers from litter. Assembly Bill 2020 estab-
lished a goal of maintaining a minimum 80 percent recycling rate for all
applicable containers.

Figure 2 (see next page) shows the annual recycling rates for CRV
beverage containers since 1988. As the figure illustrates, the 80 percent
rate has been met for aluminum cans consistently since 1991, and for all
beverage containers as a group from 1991 through 1995. However, recy-
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In our opinion, the Legislature should respond to the twin issues of
declining recycling rates and increasing reserves. The Legislature has the
opportunity to ensure that moneys collected by the program are used to
boost recycling rates. With this central objective in mind, we believe four
central questions deserve the Legislature’s consideration:

What Should Be Done With Program’s Mounting Reserve? As noted
above, the reserve in BCRF has increased to more than $120 million.
Before Chapter 1 reinstated curbside subsidies and handling fees, DOC
estimated the fund’s reserve would reach $147 million by the end of
1998-99, and $179 million by the end of 1999-00. In addition, reserves of
collected processing fees were expected to reach about $28 million by the
end of 1998-99, and $78 million by the end of 1999-00. Thus, if SB 1178's
provisions had not been extended by Chapter 1, total program reserves
would have reached about $257 million by June 2000. Even with the one-
year extension of those provisions, total program reserves are expected
to approach $200 million.

We believe that reserves of this magnitude are unwarranted. We rec-
ommend that they be reduced by targeting excess moneys toward efforts
that directly improve recycling rates. Increasing the per-container CRV
payout (without increasing CRV pay-in) could be an effective method.
The previous major increase in CRV (from 1 cent to 2.5 cents in 1990)
resulted in a dramatic increase in the overall recycling rate (from
54 percent to 70 percent in one year).

We believe that permitting further increases in CRV payout for con-
tainers experiencing low recycling rates, without any corresponding
increase for the CRV pay-in by distributors, would be a prudent and
effective use of mounting BCRF revenues. Such a change would impose
no additional costs on any stakeholders—consumers, distributors, con-
tainer manufacturers, recyclers, and others—and would create a greater
financial incentive for recycling. The actual increase in CRV payout
should be recalculated periodically by DOC, as a function of recycling
rates and fund reserves. For illustration purposes, a one cent increase in
the CRV payout for glass and plastic containers would cost approxi-
mately $100 million per year at current recycling levels.

We recommend, therefore, that DOC be authorized to disperse a por-
tion of fund reserves for increasing CRV payout for container types with
low recycling rates. In order to ensure that the higher CRV payout has the
desired effect of increasing recycling rates, we recommend that DOC be
required to report to the Legislature on the higher payouts’ effects on
actual recycling rates after one year. The DOC also should report on how
the higher payouts affect the condition of the BCRF.
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How Should Processing Fees Be Structured? When the Legislature
established the Beverage Container Recycling Program in 1986, it ex-
pressed its intention that each container type should “pay its own way.”
In other words, the costs of recycling a certain type of container should
be borne by the manufacturers and purchasers of that type of container.
This is sometimes referred to as the “polluter pays” principle.

By imposing a processing fee on containers with high recycling
costs—in excess of scrap value—the program returns the costs of recy-
cling to the responsible parties (manufacturers and consumers). To the
extent that manufacturers pass the fee on to consumers, this in turn di-
rects consumers toward containers that are more efficiently recycled. In
addition, by using the processing fees to help cover the costs of recyclers,
the program ensures that viable recycling opportunities are provided for
all eligible container types.

We believe, therefore, that manufacturers should bear the full cost of
the processing fees. Offsetting those fees, as currently being done until
January 1, 2000, dilutes the market signals the fee is designed to commu-
nicate to manufacturers and consumers.

In addition, we believe that processing fees should reflect, as closely
as practicable, the actual differential between recycling costs and scrap
value for beverage containers. We believe that prescribing the fee
amounts unreasonably constrains DOC’s ability to assign fair and effec-
tive processing fees.

Based on these considerations, we recommend that the Legislature
(1) not continue the processing fee offset past its scheduled sunset date
and (2) continue to allow DOC to base its processing fee calculation on
periodic cost and scrap value surveys for 2000 and beyond.

Should CZ Recyclers Receive Handling Fees? When the Beverage
Container Recycling Program was created, CZ recyclers entered a new
and unproven market for CRV recycling. Start-up costs, programmatic
requirements (such as hours of operation and location), and market
uncertainties posed significant difficulties for these new recycling busi-
nesses. These conditions were especially onerous when compared with
those faced by “old line” recyclers, whose start-up costs had already been
depreciated and some of whom were exempt from some of the Beverage
Container Recycling Program’s requirements.

The disadvantages experienced by CZ recyclers have diminished over
time. They have developed an infrastructure, established a presence,
increased consumer awareness, and gained a better understanding of the
market over the past dozen years. As the program enters its thirteenth
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year, we see no justification for continuing a special subsidy to CZ
recyclers. Further, because DOC surveys reveal that consumers do not
experience more “convenience” from convenience zones (compared with
opportunities afforded by old line recyclers and curbside programs),
providing a special subsidy for CZ recyclers in order to enhance con-
sumer convenience is even less warranted.

We recommend, therefore, that handling fee subsidies for CZ recyclers
not be continued past their scheduled sunset date.

Should Curbside Programs Receive Subsidies? Curbside recycling
programs are an important and growing element of the state’s recycling
infrastructure. These programs recycle a wide range of materials, includ-
ing newspapers, cardboard, and various food and beverage containers.
By providing consumers with the convenience of being able to recycle
materials in front of their homes, California’s more than 500 curbside
recycling programs have become a significant element in communities’
efforts to redirect waste away from landfills. 

Surveys conducted by DOC demonstrate that consumers value the
convenience of curbside programs to recycle their beverage containers,
even though they are essentially donating their CRV to the curbside
operators. We believe that these programs serve an important role in
encouraging and facilitating beverage container recycling. Support for the
expansion of curbside recycling appears to be an appropriate activity for
the Beverage Container Recycling Program. Currently, about one in four
California residents does not have access to curbside service. Further,
some curbside programs are not currently able to accept certain types of
beverage containers.

We recommend that the Legislature create a new grant program for
extending curbside recycling. We believe that a portion of the grants
should be earmarked specifically to help extend the types of beverage
containers that an existing program can accept. By defraying start-up
costs, these grants would provide an incentive to local governments to
establish or expand curbside recycling programs.

Summary
The Beverage Container Recycling Program has become an important

component of the state’s recycling efforts. While it has achieved consider-
able success when compared with the early 1980s, recycling rates have
stagnated and even declined in recent years.
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We believe that the January 1, 2000 sunset of the provisions relating to
processing and handling fees will improve the program’s ability to en-
courage beverage manufacturers and consumers to make choices that
increase recycling rates. We recommend that the sunset provisions not be
extended. Rather, we recommend that the program provide grants to
assist the startup of curbside programs. We further recommend that DOC
be authorized to disperse a portion of fund reserves for increasing CRV
payout for container types with low recycling rates.

AUDITS REVEAL OVERPAYMENT AND OTHER PROBLEMS

IN LAND CONSERVATION PROGRAM

We recommend approval of the department’s request for funding to
continue audits of land conservation grants. We recommend further that
the Department of Finance’s Office of State Audits and Evaluation and
the Department of Conservation explain at budget hearings how the
department should address the regulatory and procedural shortcomings
identified by the audits and what steps the department is taking to do
so.

In carrying out one of its primary missions, the department encourages
the preservation of agricultural and open-space land by administering the
California Land Conservation Act, also known as the Williamson Act.
Through this act, owners of undeveloped property are offered reduced
local tax assessments in exchange for agreeing not to develop the land for
ten years. These contracts between landowners and local governments
are renewable. If a landowner cancels a contract, the county must be paid
a cancellation fee. These fees must be forwarded to the state. About
16 million acres of undeveloped land currently is covered by Williamson
Act contracts.

Local governments are reimbursed by the state for a portion of the tax
receipts that they forego through these contracts. The amount of these
reimbursements, or subvention payments, depends on the type and
quantity of land under contract. The department currently expends about
$35 million in subvention payments annually.

Audits Reveal Mismanagement and Violations. In 1996-97 and
1997-98, the department contracted with the Department of Finance’s
Office of State Audits and Evaluations (OSAE) to audit five counties for
compliance with the program’s requirements. The audits found numer-
ous instances of inflated claims for state subventions, failure to pay can-
cellation fees owed to the state, and various other irregularities.
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The faulty reporting identified by the audits resulted in overpayments
of at least several million dollars from DOC to the counties over the past
several years. The full extent of overpayment to the 48 participating
counties is likely to be many times this amount.

Recommend Permanent Funding of Audits and Regulatory Reform of
Program. The DOC requests an increase of $90,000 to continue the audits
on a regular basis. We think this request is warranted. It is important that
there be continuing efforts to monitor compliance with this program, both
to ensure the promotion of its goals and to guard against the inappropri-
ate use of state funds.

In addition, we note that the audits identified a number of departmen-
tal procedures and regulations that may have inadvertently contributed
to the overpayments and other errors. We recommend that OSAE report
at budget hearings on its recommendations for correcting these problems,
and that DOC report on the steps it has taken in response to the audits’
findings.
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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 addition,
CDFFP (1) regulates timber harvesting on forestland owned privately or
by the state, and (2) provides a variety of resource management services
for owners of forestlands, rangelands, and brushlands. 

The budget requests $534.9 million for total departmental expenditures
in 1999-00. This is an increase of $47.3 million, or 9.7 percent, from esti-
mated current-year expenditures. Of that increase, $43.3 million is from
an increase in the level of funds budgeted for fire protection—specifically,
an increase in the airtanker fleet within the aviation management unit of
10 new S-2T airtankers.

The General Fund would provide the bulk of CDFFP’s fund-
ing—$378.9 million. The remaining funding would come from the Forest
Resources Improvement Fund ($12.9 million), various other state funds
($13.9 million), and federal funds and reimbursements ($129.2 million).

Increased Reserves Can Fund Legislative Priorities
The Forest Resources Improvement Fund is projected to have a

$12.7 million reserve by the end of 1999-00—significantly higher than the
past reserve amount of about $5 million. This reserve offers the Legisla-
ture opportunities to fund its priorities relative to forest improvement
activities.

The Forest Resources Improvement Fund (FRIF) derives most of its
revenues from the sale of forest products on four of the state’s eight demon-
stration forests. The original purposes of FRIF, when established in 1978,
was to reinvest revenues from the sale of forest resources back into
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California’s forests. This was to be done through (1) forest improvement
programs; (2) urban forestry programs; (3) wood energy programs; and (4)
reimbursement to the General Fund for the cost of operating the state’s
demonstration forests. As a result of the state’s fiscal crisis in the early
1990s, the Legislature amended statute to allow FRIF also to be used for the
regulation of forest practices, direct funding of state forest operations, forest
pest research and management, and support of state tree nurseries.

Large FRIF Reserve Resulted From Expenditures Being Vetoed in
Current Year. For the current year, the Legislature funded forest practice
regulation from the General Fund while providing $16.8 million in FRIF
money to forest resource management programs. The Governor subse-
quently vetoed $8.5 million of the FRIF expenditures. This resulted in an
increase in the FRIF reserve which is projected to reach $12 million by the
end of the current year.

For 1999-00, the budget proposes to spend $12.9 million from FRIF on
forest resources management, leaving a reserve of $12.7 million.

Because FRIF revenues are generated mainly from timber sales, annual
total revenues may fluctuate. Thus, it is prudent to have some reserve in
the account. In past years, the reserve has been maintained at about
$5 million annually. The projected 1999-00 reserve of $12.7 million would
far exceed that amount.

One-Time Expenditure Options for the Legislature. The sizeable reserve
provides the Legislature with opportunities to further enhance forest improve-
ment activities if it so desires. Specifically, the Legislature could provide one-
time expenditures related to forest resources management to fund legislative
priorities. Some options that the Legislature could consider are:

• Enhance Operations of State Nurseries. The State Nursery Pro-
gram provides a genetically appropriate and reliable supply of
forest tree seed, seedlings, and other associated plant materials for
reforestation or rehabilitation after forest fires or other catastro-
phes on nonfederal forestlands in the state. State nurseries are the
major supplier of seedlings to small forest landowners throughout
California. However, the number of seedlings the state produces
has decreased considerably, compared to historic levels.

- Proposed Budget Brings Bareroot Seedlings Close to Maximum
Capacity. The maximum production level of bareroot seedlings
is 2.7 million. The production level has remained at 1.2 million
seedlings since 1996-97. For 1999-00, the budget proposes in-
creasing production to 2.5 million bareroot seedlings. 
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- Container Seedlings Nearing Historic Levels. The historic
production level of container seedlings was about 305,000
annually until 1996-97 when it was reduced to the current
level of 125,000. The 1999-00 budget proposes to increase pro-
duction to 250,000 container seedlings.

• Additional Funding for Forestry Grants. The department provides
grants to landowners to encourage investment in, and improved
management of, California forest lands and resources. The objec-
tive is to ensure adequate high quality timber supplies and to
protect and maintain a productive and stable forest resource sys-
tem in the state. Grant programs include:

- California Forest Improvement Program (CFIP) Grants. Un-
der this program, assistance is provided on a cost-share basis
to private forest landowners, Resource Conservation Districts,
and nonprofit watershed groups. This program includes a
wide range of benefits including forest management planning,
site preparation, tree purchase and planting, timber stand
improvement, fish and wildlife habitat improvement, and land
conservation practices for parcels containing up to 5,000 acres
of forest land. The current-year budget includes about
$850,000 for CFIP grants. For 1999-00, the budget includes
$3.6 million for these grants.

- California Urban and Community Forestry Program. The
purpose of the program is to create sustainable urban forests
providing benefits to local communities by (1) arresting the
decline of urban forest resources through proper management
and planting of trees in communities and (2) maximizing po-
tential use of tree and vegetation cover to reduce energy con-
sumption, improve air and water quality, and produce an
assortment of products. For 1999-00, the budget proposes
$1.6 million for this program—an increase of about
$1.5 million over current-year level.

• Forest Products Utilization and Special Projects. The purpose of
this program is to improve the utilization of forest woody material
and to reduce the fuel buildup on California forest lands. One
project currently undertaken by the department is the “Tahoe
ReGreen” project. For 1999-00, the budget proposes $159,000 in
reimbursements from the California Tahoe Conservancy for this
project which is about the same level as the current year.
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The FRIF account was established by the Legislature to encourage
investment in the state’s forest resources. Among other things, the Legis-
lature wanted to encourage investment in private forest lands as well as
urban forests. With the current reserves in FRIF, the Legislature could
consider increasing funding for CFIP and the Urban Forestry programs,
among others, in order to further achieve these objectives.

Staff State Nurseries With California Conservation Corps
And Corrections Crews

We recommend that the Departments of Forestry and Fire Protection
and Corrections (CDC) report at budget hearings on the feasibility of
dedicating an inmate crew to provide labor for state nurseries. We fur-
ther recommend adopting budget bill language requiring the department
to use California Conservation Corps or CDC crews, or both, as the
labor source for the state nurseries if dedicated crews can be made avail-
able.

The department currently operates two state nurseries—the Magalia
Reforestation Center (MRC) at Magalia in Butte County, and the Lewis
A. Moran Reforestation Center (LAMRC) at Davis in Yolo County. The
state operated a third nursery in Ben Lomand (Santa Cruz County) but
it was closed in the early 1990s due to fiscal constraints. The Nursery
Program collects, processes, and stores seeds to protect the genetic integ-
rity and diversity of forest trees and plant species, and supplies forest tree
seeds and seedlings for reforestation.

The Magalia Reforestation Center. The MRC was established in 1952
and is capable of producing 2.7 million bareroot seedlings per year but
currently only produces 1.2 million seedlings. The MRC is currently
staffed with two positions and two 16-person California Conservation
Corps (CCC) crews which do the work equivalent to 12.5 positions annu-
ally. The CCC crew labor is provided under an interagency agreement in
which CDFFP provides firefighting training in exchange for
nonreimbursed CCC labor to respond to fires, floods, and other emergen-
cies as needed. These crews also work at the state nurseries, at no cost to
the nurseries. However, the number of crew members available varies
depending on emergency needs.

Lewis A. Moran Reforestation Center. The Lewis A. Moran Reforesta-
tion Center (LAMRC) was established in 1917 and can produce 400,000
to 500,000 container seedlings per year. Its current production level,
however, is 125,000. In addition to container production, nursery sales,
and seed processing, this nursery also houses the State Seed Bank opera-


