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SUMMARY

RESULTS IN BRIEF

From July 1, 1984, through March 31, 1987,
hazardous waste facilities, generators, and
disposers paid fees totaling $39.7 million for
deposit into the Hazardous Waste Control
Account  (HWCA). During this period, the
Department of Health Services (department)
spent and encumbered $44.3 million from the
HWCA to regulate the management of hazardous
waste.

In addition, from January 1, 1984, through
December 31, 1986, hazardous waste generators
paid taxes totaling $37.6 million for deposit
into the Hazardous Substance Account (HSA).
From July 1, 1984, through December 31, 1986,
the department spent $28.6 million from the HSA
for cleaning up hazardous waste sites and
hazardous materials.

BACKGROUND

The purpose of California's hazardous waste
regulatory program is to protect the public's
health and the environment from the harmful
effects of hazardous waste. The department is
responsible for administering the program by
regulating the generation, treatment, storage,
and disposal of hazardous waste. In addition,
the department manages the State's program to
clean up hazardous waste sites and to clean up
releases or spills of hazardous material that
may pose a threat to the public's health or the
environment.
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ANALYSIS

Revenues and Expenditures of the

State's Hazardous Waste

Regulatory and Site Cleanup Programs

The regulatory program is funded primarily by
the HWCA. In accordance with Section 25174 of
the Health and Safety Code, the department must
establish fees that will provide enough
revenues to administer the regulatory program.
In addition, the fees may also be used to cover
the costs of studies concerning the effects of
hazardous waste on the public's health and the
environment and the costs of other agencies
that administer activities related to the
regulatory program, including the Office of the
Attorney General, the State Water Resources
Control Board, and the State Board of
Equalization.

From July 1, 1984,  through March 31, 1987,
operators of hazardous waste facilities,
generators, and disposers paid fees totaling
$39.7 million for deposit into the HWCA. Other
revenues such as those from interest, fines,
and penalties provided an additional
$1.9 million. During this period, the
department spent and encumbered $44.3 million
from the HWCA to regulate the management of
hazardous waste, and agencies other than the
department spent approximately $2.6 million
from the HWCA to administer their programs.
During fiscal year 1985-86, the department
spent and encumbered approximately $8.4 million
to pay the cost of 1its headquarters and
regional offices that are responsible for
issuing permits, conducting inspections, and
enforcing hazardous waste laws and regulations.
This amount also covered the costs of health
and environment studies. In addition, the
department spent and encumbered $3.7 million
for its Alternative Technology Section and
$3.8 million for 1its other sections that
include those responsible for financial
support, public relations, and administrative
activities.
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In addition, Section 25345 of the Health and
Safety Code, which was enacted in 1981, imposes
an annual tax on all persons who dispose of
more than 500 pounds of hazardous waste in the
State during any preceding calendar year. This
legislation also established the HSA in which
to deposit the taxes. The HSA provides funds
for cleaning up hazardous waste sites and
releases of hazardous materials. From
January 1, 1984, through December 31, 1986, the
State collected $37.6 million in taxes from
generators of hazardous waste for deposit into
the HSA. From July 1, 1984, through
December 31, 1986, the department spent
$28.6 million from the HSA for cleaning up
hazardous waste sites and hazardous materials,
for conducting agreements with other state
agencies, for paying for department salaries
and operating expenses, and for making bond
payments.

AGENCY COMMENTS

The Department of Health Services stated that
the information contained in the report
generally reflects the revenues and
expenditures of the State's hazardous waste
regulatory and site cleanup programs. In
addition, the State Board of Equalization
concurs with our review.
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INTRODUCTION

The objective of California's hazardous waste regulatory
program ‘is to protect the public's health and the environment from the
harmful effects of hazardous waste. The Department of Health Services
(department) is responsible for carrying out this objective and, to
this end, regulates the generation, treatment, storage, transportation,
and disposal of hazardous waste. Also, the department manages the
State's program to clean up hazardous waste sites and releases or
spills of hazardous material that may pose a threat to the public's

health or the environment.

Legislation

In 1972, the Legislature passed hazardous waste control laws
to establish a program to ensure the safe generation, storage,
treatment, transportation, and disposal of hazardous waste. The

legislation appointed the department to administer the program.

In 1976, the federal government enacted the Resource
Conservation and Recovery Act of 1976 (RCRA), which directed the United
States Environmental Protection Agency (EPA) to develop and implement a
program to protect human health and the environment from improper
hazardous waste management practices. The program 1is designed to
control the management of hazardous waste from its generation to its

disposal. With some exceptions, this Tegislation also allows a state



to operate its own hazardous waste management program instead of being
part of the federal program. However, one exception would be if the
administrator of the EPA found that a state program was not equivalent
to the federal program or that a state program did not ensure an

adequate enforcement of the RCRA provisions.

In 1980, the federal government enacted the Comprehensive
Environmental Response, Compensation, and Liability Act to provide,
among other provisions, funds for state governments and the federal
government to clean up hazardous waste sites and releases of hazardous
material. This act requires states to pay some of the cost of cleaning

up hazardous waste sites when the cleanup is funded by federal monies.

In 1981, 1in response to the federal legislation, California
established the "superfund" program to provide funds for the State's
share of cleaning up hazardous waste sites. Further, in 1984, a
hazardous substance cleanup bond act was passed authorizing the sale of
$100 million 1in bonds to provide funds for the cleanup of hazardous

waste.

In November 1984, the federal government signed into law
hazardous and solid waste amendments to the RCRA. Through these
amendments, Congress directed the EPA to establish new requirements
that would bring into the hazardous waste regulatory system small
quantity generators that produce between 100 and 1,000 kilograms

(approximately 220 and 2,200 pounds) of hazardous waste in a calendar



month. The EPA issued final regulations for these small generators on
March 24, 1986. Most of the requirements became effective

September 22, 1986.

Program Administration and Funding

In 1981, the department created the Toxic Substances Control
Division (division), which would continue the implementation and
enforcement of the California hazardous waste management program. The
division, which has its headquarters in Sacramento, has regional
offices in Emeryville, Los Angeles, and Sacramento and a branch office
in Fresno. The headquarters provides centralized coordination in
developing policies and regulations, providing technical review and
support, managing the superfund account and bond funds, and
implementing statewide programs. The division issues permits and
conducts inspections and enforcement activities out of the regional

offices.

The division regulates the handling of hazardous waste by
issuing permits, granting variances, and confirming exemptions to
facilities that handle hazardous waste. The California Administrative
Code requires all hazardous waste facilities to have permits. However,
facilities in operation before November 19, 1980, can operate under
"interim status" although these facilities should be treated as if they
have a permit to the extent, for example, that the facilities comply

with certain RCRA requirements. In addition, a facility operating



under interim status should apply to the division for a permit if the
department requires the facility to do so. The division can also
confirm that the facility is not required to have a permit because it
is exempt from hazardous waste regulations. Finally, if the waste
handled by the facility is not a significant hazard to the public's
health or 1if the hazardous waste is regulated by another governmental

agency, the division may grant a variance.

When operators of facilities apply for operating permits, the
application must include the operator's plan for closing the facility,
which the division reviews and approves at the same time as it reviews
and approves the permit application. If a facility that is operating
with a permit from the division is going to close, the operator of the
facility dis required to notify the division. The division may then
review the closure plan to determine whether any changes to the plan
are needed. When a facility that is operating under interim status is
expected to close, its operator is required to submit a closure plan to

the division for modification or approval.

Furthermore, the division regulates the management of
hazardous waste by inspecting hazardous waste facilities and
investigating reports of dimproper or illegal activities. When the
division discovers violations, it notifies the operator of the facility
and orders the operator to take corrective action. The division may
apply administrative sanctions by suspending or revoking a facility's

permit.  The division may also take legal action against violators and



may request civil and criminal penalties. These regulatory and
enforcement options are intended to improve the operations of hazardous

waste facilities and ensure their compliance with safety standards.

For assistance in administering the regulatory program, the
State has entered into agreements with some of the counties, cities,
and local health districts. These agreements, called Memoranda of
Understanding (MOU), detail certain tasks the counties, cities, and
local health districts agree to do. The State, through its MOU
program, is attempting to give the cities and counties primary

responsibility for regulating generators of hazardous waste.

Most of the funding for the regulatory program comes from
taxes and fees collected from facilities that generate, store, treat,
transport, and dispose of hazardous waste. In addition, the federal
government provides funds to support the regulatory program. The State
Board of Equalization collects these funds for the regulatory program

and deposits them into the Hazardous Waste Control Account (HWCA).

The division is also responsible for administering the
superfund program that provides $15 million annually to pay for the
State's share of costs to clean up hazardous waste sites, to clean up
sites for which funds from the federal program or the responsible
parties are not available, and to make annual bond payments. Funds for
the superfund come primarily from taxes imposed on generators of
hazardous waste. These funds are deposited into the Hazardous

Substance Account (HSA).



The fiscal year 1986-87 Governor's Budget proposed a budget of
$40.4 million for the division. The HWCA and the HSA constitute
$32.3 million (80 percent) of the total budget. Table 1 shows the

source of funds for the division for 1986-87.

TABLE 1

SOURCE OF FUNDS FOR THE
TOXIC SUBSTANCE CONTROL DIVISION FOR
FISCAL YEAR 1986-87
(Amounts in Millions)

Source of Funds Amount Percent
Hazardous Waste Control Account $18.3 45.3
Hazardous Substance Account 14.0 34.7
Federal Trust Fund 3.9 9.6
Other 4.2 10.4

Total 40.4 100.0

Previous Auditor General Reports
on California's Hazardous
Waste Management Program

Since 1981, the Auditor General's Office has issued 11 reports
on the State's hazardous waste management program. Three of these
reports focused on the State's regulatory program and 4 dealt with the
cleanup of hazardous waste sites. One of the reports, which was issued
jn May 1986 and entitled "The State's Hazardous Waste Management
Program Has Improved in Some Areas; Other Areas Continue To Need
Improvement" (P-582.2), indicated the number of permits issued and

inspections conducted from July 1983 through March 1986 and the



enforcement actions taken between July 1983 and January 1986. 1In
addition, the report discussed the division's expenditure of funds to

clean up hazardous waste sites.

SCOPE AND METHODOLOGY

The purpose of this audit was to provide information, by
industry and by type of facility, on the revenues and expenditures of
the State's program for vregulating hazardous waste facilities and
generators and for cleaning up hazardous waste sites. This information
was to cover a three-year period from July 1, 1984, through
March 31, 1987. Also, our objective was to determine the average time
and cost for processing a permit and to verify and document information
on the number of permits issued, inspections completed, and enforcement
actions  taken. In addition, our purpose was to determine how
generators of 500 pounds or more annually of hazardous waste are
identified 1in counties with memoranda of understanding and in counties
without memoranda of understanding. Finally, our goal was to discuss
the division's budget procedures for determining the amount, sources,

and uses of hazardous waste funds.

In conducting this review, we analyzed the vrecords of the
division. In addition, we visited all four of the division's regional
and branch offices dealing with hazardous waste. We also interviewed

personnel of the department and of the EPA.



To determine the amount of revenues collected to support the
activities of the division, we reviewed procedures at the State Board
of Equalization (board). We also reviewed and analyzed 192 records to
verify the amount of fees and taxes paid. We found three errors, all
of which concerned adjustments or refunds. These errors do not
represent a problem in the board's system of recording fees and taxes
paid. We also verified the board's assignment of the Standard
Industrial Classification codes to hazardous waste generators.*
Appendix A reflects the amounts, by type of industry, of fees and taxes
paid for deposit into the HWCA and the HSA.

To determine the amount of expenditures of the division, we
interviewed staff in the accounting division of the department,
reviewed expenditure reports prepared by accounting staff, and verified
the accuracy and completeness of the expenditures by tracing the
information to year-end expenditure reports. We did not audit the
division's revenues and expenditures and, therefore, do not express an

opinion on them.

In addition, to determine the accuracy of the division's data

and to determine the number of permits issued, inspections conducted,

*The Standard Industrial Classification was developed to classify
businesses by the type of activity in which they engage. For example,
any code number beginning with a "2" identifies a manufacturing
business. Thus, the two-digit code "28" represents businesses that
manufacture chemicals and allied products while the four-digit code
"2841"  represents businesses that manufacture soap and other
detergents.
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and enforcement actions initiated, we reviewed the files of all permits
that the division reported that it issued between April 1, 1986, and
January 31, 1987. We also reviewed the files of a sample of variances
and exemptions that the division reported that it granted between
January 5, 1982, and January 31, 1987, and all of the closure plans
that the division reported that it approved between March 9, 1982, and
January 31, 1987. We also reviewed records of 109 of the 604
inspections that the division reported that it conducted between
April 1, 1986, and February 28, 1987. We also reviewed files of 173
enforcement actions initiated between April 1, 1986, and
March 31, 1987. Appendix B presents the results of our review of

permits, inspections, and enforcement actions.

Furthermore, to determine how the division identifies
generators of 500 pounds or more annually of hazardous waste in
counties with memoranda of understanding and 1in counties without
memoranda of understanding, we interviewed staff of several county
environmental health programs. Also, to determine how the counties
identify generators of hazardous waste, we conducted a telephone survey
of all 16 counties (including one local health district) that have
memoranda of understanding with the State and a sample of 10 counties
that do not have memoranda of understanding with the State. Appendix C
presents the results of our review of the counties' methods of
identifying generators of 500 pounds or more annually of hazardous

waste.



To determine the division's budget procedures, we identified
the State Administrative Manual's budget requirements, reviewed the
division's budget instructions, and analyzed the division's budget
documents and workload standards. Appendix D describes the division's

budget procedures.

Finally, we were unable to determine the average cost for the
division to process permits for facilities with hazardous waste
operatioﬁs. In addition, we did not determine the average time to
issue permits because the averages could be misleading. The chief of
the Hazardous Waste Management Section agreed that, depending on the
size of a facility and the complexity or unique characteristics of its
operations, the permitting process can take from several months to more
than three years to complete. Although we did not determine the
average time to process permits, we did calculate, for those facilities
for which data were available, the amount of time between the date the
division received the application and the date the division issued the
permit. Appendix B contains a table showing this information for 9 of

the 20 permits issued between April 1, 1986, and January 31, 1987.
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ANALYSIS

REVENUES AND EXPENDITURES
OF THE STATE'S HAZARDOUS WASTE
REGULATORY AND SITE CLEANUP PROGRAMS

The hazardous waste regulatory and site cleanup programs of
the Toxic Substances Control Division (division) of the Department of
Health Services (department) are funded primarily by the Hazardous
Waste Control Account (HWCA) and the Hazardous Substance Account (HSA).
From July 1, 1984, through March 31, 1987, hazardous waste facilities,
generators, and disposers paid fees totaling $39.7 million for deposit
into the HWCA. During this period, the division spent and encumbered
$44.3 million from the HWCA to regulate the management of hazardous
waste. In addition, from January 1, 1984, through December 31, 1986,
hazardous waste generators paid $37.6 million for deposit into the HSA
for cleaning up hazardous waste sites and releases of hazardous
material. From July 1, 1984, through December 31, 1986, the division
spent $28.6 million from the HSA for cleaning up hazardous waste sites

and hazardous materials.

Hazardous Waste Control Account

In accordance with Section 25174 of the Health and Safety
Code, the department must establish fees that will provide enough
revenues to administer the State's hazardous waste regulatory program.

In addition, the fees may be used to cover the costs of other agencies
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that administer activities related to the hazardous waste program and
to cover the costs of studies concerning the effects of hazardous waste
on the public's health and the environment. For example, the Attorney
General's Office receives HWCA funds to support the Toxic Substance
Enforcement program. In addition, the State Water Resources Control
Board uses HWCA funds for monitoring water and for inspecting
underground storage tanks. Finally, the State Board of Equalization
may use HWCA funds to refund fees to generators and disposers. The
fees must also provide a reserve of 5 percent for hazardous waste

operations.

Since 1973, when‘the hazardous waste regulatory program was
estéb]ished, operators of hazardous waste disposal sites and every
person who disposed of hazardous waste on sites were assessed a fee for
the disposal of hazardous waste. These disposal fees were to be
deposited into the HWCA and were the only fees assessed. Since
July 1, 1986, however, the disposal fee generates only 46 percent of
the HWCA because Chapter 1506, Statutes of 1986, authorized two

additional major fees that each generate 25 percent.

The first of the two additional fees 1is imposed on the
operator of each hazardous waste storage, treatment, or disposal
facility, including resource recovery facilities and waste transfer
stations. This facility fee is assessed on five specific categories of
facilities: a large or small storage facility, a Tlarge or small

treatment facility, or a disposal facility. A large storage facility
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stores 1,000 or more tons of hazardous waste during any one month of
the State's fiscal year, and a small storage facility stores less than
1,000 tons of hazardous waste during any one month. A large treatment
facility treats or recycles 1,000 or more tons of hazardous waste
during any one month of the State's fiscal year, and a small treatment
facility treats or recycles less than 1,000 tons per month. The second
fee is 1imposed on every generator of hazardous waste that generates
more than 5 tons of hazardous waste during the State's fiscal year.
The amount each generator is required to pay depends upon the amount of

waste generated during the year.

The remaining 4 percent of the revenue for the HWCA is
projected to come from other sources such as interest earned from the
money in the HWCA or fines and penalties, which the division imposes oﬁ
facility operators who violate the regulations governing hazardous
waste.* As Table 2 shows, from July 1, 1984, through March 31, 1987,
hazardous waste facilities, generators, and disposers have paid fees
totaling $39.7 million for deposit into the HWCA; other revenue
totaling approximately $1.9 million comes from interest, fines, or

penalties.

*As of January 1, 1987, one-half of the fines and penalties collected
for violation of the hazardous waste regulations must be deposited
into the Hazardous Substance Account.
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TABLE 2

FEES AND OTHER REVENUE DEPOSITED INTO
THE HAZARDOUS WASTE CONTROL ACCOUNT
JULY 1, 1984 THROUGH MARCH 31, 1987

(Amounts in Thousands)

July 1, 1984 July 1, 1985 “July 1, 1986

Through Through Through
Revenue June 30, 1985 June 30, 1986 March 31, 1987 Total
Disposal
Fees $13,052 $8,541 $11,735 $33,328
Facility Fees * * 2,368 2,368
Generator
Fees * * 3,996 3,996
Total Fees 13,052 8,541 | 18,099 39,692
Other
(Interest,
Fines, or
Penalties) 354 885 633** 1,872
Total
Revenue $13,406 $9,426 $18,732 $41,564

*The only fees collected for the Hazardous Waste Control Account
before September 1986 were disposal fees.

**Fines and penalties collected as of May 1987.

Under provisions of the Health and Safety Code, funds
deposited into the HWCA are continuously appropriated to the department
for the administration of the regulatory program. From July 1, 1984,
through March 31, 1987, the division spent and encumbered $44.3 million
from the HWCA to administer the hazardous waste regulatory program and
to pay the cost of studies concerning the effects of hazardous waste on

“the public's health and the environment. "

-14-



In fiscal year 1985-86, the division spent and encumbered
$8.4 million from the HWCA to pay the cost of health and environment
studies. This amount also covered the cost of the division's regional
offices, the Program Management Section, and the Office of Enforcement,
which are within the division's headquarters. A1l these sections are
responsible for the division's permitting, surveillance, and
enforcement activities. In addition, the division spent $3.7 million
for its Alternative Technology Section, which includes approximately
$889,000 that was spent and encumbered to establish a program promoting
the research, development, and demonstration of techniques designed
primarily to reduce the generation of hazardous waste, to recycle
hazardous waste, or to convert hazardous waste into a less dangerous
form. Finally, the division spent and encumbered $3.8 million for its
other sections that include those responsible for financial support,
public relations, and administrative activities. We are unable to
report HWCA expenditures by industry because the division does not keep
records showing all expenditures associated with specific industries.
Table 3 details the expenditures of those sections of the division
responsible for its permitting, surveillance, and enforcement

activities.
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TABLE 3

EXPENDITURES AND ENCUMBRANCES OF FUNDS FROM THE
HAZARDOUS WASTE CONTROL ACCOUNT BY THE
TOXIC SUBSTANCES CONTROL DIVISION
JULY 1, 1984 THROUGH MARCH 31, 1987
(Amounts in Thousands)

July 1, 1984 July 1, 1985 July 1, 1986
Through Through Through
June 30, 1985* June 30, 1986 March 31, 1987 Total

Toxic Substance Control Division

Program Planning and Evaluation

Section*¥* $ 1,636 $ 1,110 $ 1,436 $ 4,182
Regional Offices 4,116 4,867 6,138 15,121
Office of Enforcement 220 236 456
Health & Environment Studies*** 2,248 1,705 3,953

Subtotal 5,752 8,445 9,515 23,712
Alternative Technology Unit 2,048 3,666 2,409 8,123
Other Division Expenditures 4,654 3,767 4,007 12,428

Total Division Expenditures $12,454 $15,878 $15,931 $44,263

*Because we could not identify the accounting codes used in fiscal year 1984-85 for
other sections of the division, we reported the remaining expenditures as "other
division expenditures."

**In fiscal years 1984-85 and 1985-86, this section was called the Program Management
Section. The amounts shown for fiscal years 1984-85 and 1985-86 include many but not
all of the activities that are currently part of the Program Planning and Evaluation
Section.

***Health and environment studies include laboratory services, toxicology, and
epidemiological (health effect) studies provided by units of the Department of Health
Services that are not part of the Toxic Substances Control Division.

In addition to providing funds for the division's
administration of the hazardous waste regulatory program, HWCA funds
are also available to other agencies. For example, the Department of
Justice receives HWCA funds to support the Toxic Substance Enforcement
program of the Attorney General's Office. In addition, the State Water
Resources Control Board uses HWCA funds for monitoring water and for
inspecting underground storage tanks. Finally, the State Board of
Equalization uses HWCA funds to refund fees to generators and
disposers.
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From July 1, 1984, through March 31, 1987, agencies other than
the division spent approximately $2.6 million of HWCA funds. Table 4
summarizes these three years of expenditures by agencies other than the

division.

TABLE 4

EXPENDITURES OF FUNDS FROM THE HAZARDQUS WASTE CONTROL ACCOUNT
BY AGENCIES OTHER THAN THE TOXIC SUBSTANCES CONTROL DIVISION
JULY 1, 1984 THROUGH MARCH 31, 1987
(Amounts in Thousands)

Fiscal Fiscal Fiscal
Year Year Year
1984-85 1985-86 1986-87 Total
Expenditures of Other Agencies
State Water Resources Control
Board $651 $1,001 $409 $2,061
Department of Justice 351 222 573
Office of Emergency Services 1 1
Total Expenditures $651 $1,352 $632 $2,635

Source: Records of the State Controller's Office for each fiscal year as of
June 30, 1985, June 30, 1986, and March 31, 1987, respectively.

Hazardous Substance Account

In 1981, Section 25345 of the Health and Safety Code was
enacted, imposing an annual tax on all persons disposing of more than
.500 pounds of hazardous waste in the State during the preceding
calendar year. This Tlegislation also established the Hazardous
Substance Account (HSA) in which to deposit the taxes. From

January 1, 1984, through December 31, 1986, the State collected
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$37.6 million 1in taxes from generators of hazardous waste for deposit
into the HSA. Revenues deposited in the HSA 1include taxes collected
from facilities that generate hazardous waste, funds received from the
federal government for cleaning up hazardous waste disposal sites,
funds recovered from persons responsible for the costs incurred by the

division in cleaning up waste sites, and fines and civil penalties.

For calendar years 1984 and 1985, generators of hazardous
waste paid $14.2 and $14.0 million, respectively. For 1986, the
generators paid $9.4 million in taxes as of June 25, 1987. The taxes
for 1986 were due July 1, 1987. From July 1, 1984, through
December 31, 1986, the division spent $2.8 million from the HSA for
cleaning up hazardous waste sites, $1.6 million for cleaning up
hazardous materials, $9.8 million for paying salaries and operating
expenses, $1.6 million for conducting agreements with other state
agencies, and $11.8 million for making bond payments. In addition, the
division spent $1.0 million of the funds for fiscal year 1984-85
between July 1, 1985, and December 31, 1985.

In our vreport idissued in May 1986, entitled "The State's
Hazardous Waste Management Program Has Improved in Some Areas; Other
Areas Continue To Need Improvement" (P-582.2), we reported that in
fiscal year 1984-85, the department evaluated 230 hazardous waste sites
and identified 46 hazardous waste sites that had been cleaned up. The
department cleaned up one of the 46 sites with funds from the HSA and

directed that the responsible parties clean up the remaining 45 sites.
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In fiscal year 1985-86, according to the department's annual

report, the division cleaned up 25 sites and responded to 109 emergency

incidents. In our May 1986 report,

expenditure of HSA funds

December 31, 1985. Table 5 shows the division's

funds for contracts to

materials, agreements with state agencies, and salaries

we summarized the division's

for the period between July 1, 1983, and

clean up hazardous

expenses from July 1, 1984, through December 31, 1986.

TABLE 5

EXPENDITURES OF FUNDS FROM THE
HAZARDOUS SUBSTANCE ACCOUNT

JULY 1, 1984 THROUGH DECEMBER 31, 1986

sites

(Amounts in Thousands)

July 1, 1984

July 1, 1985

July 1, 1986

expenditures of HSA

and hazardous

and operating

Through Thrcugh Through
June 30, 1985% June 30, 1986 December 31, 1986 Total
Contracts to clean up
hazardous sites $1,159 $ 1,311 $ 291 $ 2,761
Contracts to clean up
hazardous materials 339 631 582 1,552
Agreements with state
agencies 662 944 *% 1,606
Salaries and operating
expenses 2,587 4,461 2,776 9,824
Bond payment 6,836 5,000 11,836
Fiscal year 1984-85
funds spent between
July 1, 1985 and
December 31, 1985 1,026 1,026
Total $5,773 $14,183 $8,649

*These expenditures are taken from our May 1986 report.

$28,605%**

**These expenditures for agreements with state agencies are included with salaries and

operating expenses.

***This amount does not include expenditures for other agencies, including the $453,00C
appropriated to the Attorney General's Office for fiscal year 1985-86.
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As we reported in May 1986, for reasons both within and beyond
the division's control, the department has been slow to spend HSA
funds.  For example, in fiscal year 1984-85, the department spent only
$5.8 million (35 percent) of $16.7 million that the Legislature

appropriated for the department's use in that year.

CONCLUSION

The Toxic Substances Control Division of the Department of
Health Services is required to establish fees charged to
hazardous waste facilities, disposers, and generators. The
fees support the State's hazardous waste management program,
which is designed to protect the public's health and the
environment from the harmful effects of hazardous waste and to
clean up hazardous waste sites and releases of hazardous
materials that may pose a threat to the public's health or the

environment.

From July 1, 1984, through March 31, 1987, hazardous waste
facilities, disposers, and generators paid fees totaling
$39.7 million for deposit into the Hazardous Waste Control
Account. During this period, the division spent and
encumbered $44.3 million from the HWCA to regulate the
management of hazardous waste. In addition, from
January 1, 1984, through December 31, 1986, hazardous waste

generators paid taxes totaling $37.6 million for deposit into
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the Hazardous Substance Account for cleaning up hazardous
waste sites and releases of hazardous material. From
July 1, 1984, through December 31, 1986, the division spent
$28.6 million from the HSA for cleaning up hazardous waste

sites and hazardous materials.

We conducted this review under the authority vested in the

Auditor General by Section 10500 et seq. of the California Government

Code

and according to generally accepted governmental auditing

standards. We limited our review to those areas specified in the audit

scope section of this report.

Date:
Staff:

Respectfully submitted,

%W«/de

THOMAS W. HAYES
Auditor General

July 27, 1987

Robert E. Christophel, Audit Manager
Georgene L. Bailey

Karen S. Schwager

Emily Burstein

Eric R. Robbins

Karen Denz

Sandhya Bhate
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APPENDIX A

FEES AND TAXES PAID BY INDUSTRIES
FOR DEPOSIT INTO THE HAZARDOUS WASTE CONTROL
ACCOUNT AND THE HAZARDOUS SUBSTANCE ACCOUNT

The hazardous waste regulatory program is supported by fees
paid by hazardous waste facilities, generators, and disposers of
hazardous waste. From 1973, when the hazardous waste regulatory
program was established, until September 30, 1986, the only fee imposed
was the disposal fee. Since September 30, 1986, the State Board of
Equalization has collected two additional fees: the generator fee and
the facility fee.

Table A-1 shows, by the type of industry that paid the fee,
the amounts of disposal, generator, and facility fees reported and paid
for deposit into the Hazardous Waste Control Account for fiscal years
1985-86 and 1986-87. The table 1lists the industries that paid
2 percent or more of the total collected for each year for each type of
fee. A1l other industries are listed as paying less than 2 percent or
cannot be classified by a Standard Industrial Code number or the number
is unknown.

Funds for the Hazardous Substance Account (HSA) come primarily
from taxes imposed on generators of hazardous waste. Since 1981, when
the HSA was established, all persons disposing of more than 500 pounds
of hazardous waste in the State during the preceding calendar year have
been subject to annual taxes.

Table A-2 details the amount of taxes each type of industry
paid for calendar years 1984, 1985, and 1986 for deposit into the HSA.
A11 other industries are listed as paying less than 2 percent or cannot
be classified by a Standard Industrial Code number or the number is
unknown.

-23-



-— ¥ €°C £66'06 1°C z6£681 -— %% 43 s3onpoxd sseib pue
‘! fe1o ‘suoijg--butanjoeznuel
- *x --- ¥ 9°C €LE'0ET -—- Y A 1ony 3deoxs
STeIauTul DITIR}ISUUON--BUTUTH
8°7 661'6LT z°t L28'L8 €€ ovy’L8e 1°C 090%¢€T €L S9DTAJISS SSaUTSNg~-~-SIDTAIDS
-—- ¥ T°C 800‘%8 0°¢ SH91081 S°C G6T'SLT 0§ spoob
aIqeing--apei] STeSOTOUM
-— ¥ 1°€ €19/5CT LT T A 14 0°¢ €VT'THE 1 TedTa3091 3dedxa
KasutyoeR-~Hutanioeynuey
-— ¥ 8°8 €hz’ese 6°% 028’8ty [ 68%/ELY e s3onpoad TeIaU
pajedtigej--buranioeynuey
6°8 068*0¢g¢€ L°8 8z6'6%¢ ¥°9 866’655 z°s g9z’6LS o¢ jusudrnbs dTUOIIOSTD
pue DTI}09TI--Butainioejnuey
8% POLILLT LT 898/60T 9°L 88L'0L9 z°9 G0%‘€69 €€ S9TI3sSnput
139U AIeuTig--butanioeynuey
—-—— *¥ €°¢ 6097 1€T 0°9 Ly6'vTs €°9 vre‘otL 1] SUOT}elSs SDTAIDS puUB SIDTBIP
SATIOWOINY--3pRA], [TeIdY
voL 0z0’9LT 8°L 0s6/s1¢E S°01 1€1'626 7°8 086’5%6 LE juawdynbs
uotjelrodsuer]--buranjoejnuey
€°6¢C 865’ €¥6 €°S €66/ 11T 9°6 vee’/898 L°0T 6L7'66T°T 6% S90TAI9S KiejTues pue
‘seb /DTA309TI-~-SSTITTTI
2TTang pue uotieilxodsuel]
8°6 110°69¢ 9°8 609/ vhe 6°01 LY 196 9°11 vL6'L6T'T 8¢C sjonpoad paTIT®
pue sieoTwdy)--burinioeinuepy
8°g SHY/ V1T 9°L 992/ %0€$ 6°1T €98/S5¥0/1$ L°ST 6L2'€9L'T § 6C sjonpoid Teod
pue unatoxlad--buranjoeznuey
FGEREEE Junoury JuaDIsg Junoury FUERECE Junoury EGEREER Junoury Jaqumy 2po) K13snpur 3o =d{j,
UOT3IBDTITSSRT)
L8-986T IBS) TBOSTJ L8-986T Ae9X TBOSTJ 98-9861 JIB9K TBOSTY L8-9861 IB3X TEOSTJ Teta3snpur
pIepuels

x99 K3TT1TORY

991 I103BIaUdN

INNODOV TONINOD ALSVM SNOMIVZVH FHL OLNI SITILSAANI

¥S99] Tesodstq

L8-986T NV 98-G86T1 SIVIX TVOSIJd d0d

A9 QIVd STAA ALITIOVA ANV “dOLVIEANTD ‘TVS0dSId

T-V JTTdVL

-24-



*po3STI 10U sSaTI3ISnpul Jo sodAl I3U30 TTVxxx

‘pted sos3 1303 @y} jo juddiad g ueyl SSOT PTedxy

*186T ‘0¢ aunp ybnoayy passavoad sjunowre apnioul sS993 AITTTORF 2y3j pue ‘,86T ‘Gz aunp ybnoayy passoooad
Ssjunowr? SpnIoul sS993 Io0jeIdusb 2yl STTUM ‘/86T ‘0T aunp ybnoayy uotjezirenby o pieog 93els U} Aq passeooid sjunowe opnioul se93 [esodsTp YLy

6°66 zer’aqrL’es 1°001 LST %207 %% 0°00T L %1878S T°00T GT8'6TT11$ pPTed Ss934 TeloL
€°6 LOT8¥¢E /ARNE $T8LSY S°C 1€C/oce 0°s 87€’6SS umouyun st
Iaqunu apo) [eTIIsnpul
pIepuels Sy} YoTym 103
satx3snpur Aq pred junoury
1°¢ €1%’911 6°€ LTS'8ST 6°C 9ve’ TSt 1°C G687G€T 66 SIUSUYSTTAR]Sd
9TgeTITSSeIOUOU IO
sata3ysnputr Aq pred junoury
8°GT 6CL'68S $ 00t G8L7908 $ [/ARNN 8L7'900°1$ T°LT 618/G16°T $ FX¥ 993 1e30}
syl jo jusdaad g
ueyy ssa1 pred jeyy
satx3ysnput £q prted junouy
L TL €86/0L97CS 8°%9 T121/109°¢S 7 €8 688°G€€’LS 6°GL €8L%15'8 § 993 Te303 3yl 3o aiou
30 jusoaad z pted eyl
sota3snput Aq pted junouy
1°C LS6'6L -—- *x -— ¥ — ¥ 42 putsnoyaiem
pue BUTHONIL--SITITITIN
OTTqng pue uotjelrodsuex]
—-— *¥ €°C $60‘<6 - ¥ — ¥¥ €T UOT}ORIIXD
seb pue 110--DUTUTl
8°¢C 6ST’/%01 -—- *¥ L°c TS€/THC - *¥ 19 spoob
STJRINPUON--IDRI], DTRSSTOUM
JUSDIJ junouy JULDI™J Junowy JUIDIDJ junouy JU9DI™d junouy IoqunN °9p0) K13snpul 3o o2dAg
UOT}ROTITISSRI)
L8-986T IB9X TBOSTJ L8-986T Ie9X TBOSTJ 98-G86T IeaX TeDSTJI L8-986T IB9X TBOSTJd Tetraisnpul
pIepuels

x93 A11TORg

x99, I0j}eIsusn

S99 Tesodstqg

]
o]
N

|



L°C 088‘9Le -— ¥ -— ¥ 0S spoob
9Tgeang--aped] 3[eSaTOUM

8°C 09%‘L6€ -— ¥ -— ¥ 9L sooTAIOS atedal
SNO3URT[90S TH-=-S90TAIDS

9°C 100’SLE €% 0€5009 —-—- x¥ 15 spoob
9TJRINPUON~--OpPRI} STBS9TOUM

Lotl L507008’ T G°01 0L9°89%'1 0°¢ 010’681 6% S9DTAI9S AiejTuEs pUB

‘seb DTIIOITI--SOTITIIIN
o11aqnd pue uotjejaodsuei],

-—- *x —-— ¥ 0°¢ 129'161 €1 UOTIORIIXD
seb pue [T0--DUTUTH
8°C 758106¢€ 1°€ 1€8/0%¥ ST LLT'8ET €L S9DTAIIS SSAUTSNG--SIOTAIIS

9°g GTI8/G6L T 9 G06“LL8 €% €10/60% €€ SOTAISNPUT TEIaU
Kreutag--butanioegnuey

1°% 16T7LLS 1°5 189’¢€TL 1°S 8hz’8LY ¥e s3onpoad Te3auU
pajeotigeJ--butanioeynuey

TS 1C0’G€L S°L TTC'CS0’T G°g T’ CCS 9g jueudrnbs OTUOIIODTD
pue STI1}09Td~--HUTIN}ORINURY

Ak A goz’esL’t 8°6 6T0'TLE'T 1°6 86T7LS8 LE jusudynbs
uoT3lelaodsuri]--HutIinjoenuey

G°9 €9L.'026 £€°6 8sz’s0g’1 8°6 L0086 [ suotjels

9DTAISS pue SISTERIP
SATIOoWOINY--3pRI] TTeISY

£€°01 €02/09%'1 L8 AN T4ANN A4l L06’6%T’ 1 8¢ s3onpoad paTTTe
pue sTedTWey)--butanioegnuey

9°%1 ¥z6’8L0°TS 9°61 ETARA) R A g°0C ze1'zee’ 18 67 s3onpoxd TeOD
pue unafoxlad--buranjioeynuer

JUDDIJ junoury pUERS Y| Jjunoury JUDIAdJ junoury IQquny 9po) Ax3ysnpuy 3o adAj
UOTIBDTITSSBI)
$861 S861 9861 Tera3isnput
paepuels

*986T ONY ‘G861 ‘9861 SUVIA JVANATYO JOJ

JINNODDOV JADNVISANS SNOMIVZVH

dHL OINI SITIISAANI Ad QIVd SIXVL

C-Y TI9VL

-26-



*L86T ‘ST ATnp
ITIuUn @Np J0U SI2M S99F 9y} JO SWOS 9snedaq JIesak ayjl 103 [BI0} pueidb 3yl 3IOSTFSI JoU SOOP 9861 I0F JUnOWR TBIOF  SULxyxx

*P931STT 30U SBTIAISNPUT JO s2dA} I9UI0 TTVwwx
*pted so93 13103} 9yl 30 Juadaad gz ueyl SSOT PTRdxx

*186T ‘T AInp ybnoayy uotjezirenby Jo piaeog o3els 9yl Ag passaooid sjunowe SPNTOUT UMOYS SOXBY STy

17001 veel Lot vis 0°00T 0LE'8Y0 ' ¥TS 6°66  xx¥x9CE'EVD’6S PTed S9XB] TR0

s°t 196/09¢€ /AN 0L0’g6T v°q 908/€1S umMouyun ST
Iaqunu 9po) [eTIISnpuT
paepuels oyl UYdTyM 1oz
sataysnpur Aq pred junoury

71 L1%'%0C 8°T 869/85C €°¢€ GIG‘eTe 66 sjuswysTiqel}ss
9TCeRIJTSSEIDUOU SIB JeY)}
soTI3snput Aq pted junoury

1°%1 ¥L%/000‘C 9791 666/550°C ¢°8T 19€‘0CL’1 XXX pred 1e303} 8yl
30 judoxad g
ueyy ssa1 pred eyl

soTI3IsSnpur Aq prted junouy

1°¢8 TLE'THI'TTS z°Z8 €00/6€G/TTS 0°€L ¥%9/56879% pred soxe}
12303} 9y3} JO aIouw
10 juadoaad z pred eyl

sata3isnputr Aq pred junoury

-— *¥ 1°C 6L9'16C -— *»x S S€ Teotajoere 3dooxe
KAasutyorR--butanjoeinuey
JUIDIJ junowy JUIDIDJ Junoury JUSDIJ junoury JaquIny 9po) A13snpur 3o adAy
UOTIBDOTITSSRI)
861 S861 9861 Tetaysnpur

pIepuels

-27-



APPENDIX B

PERMITS ISSUED, INSPECTIONS COMPLETED,
AND ENFORCEMENT ACTIONS TAKEN BY THE
TOXIC SUBSTANCES CONTROL DIVISION

The following tables and charts present additional data on the
activities of the Toxic Substances Control Division (division). These
data are based on our review of the division's activities between
April 1, 1986, and March 31, 1987. In a previous report, entitled "The
State's Hazardous Waste Management Program Has Improved In Some Areas;
Other Areas Continue To Need Improvement," (Report P-582.2), May 1986,
we reported on the division's progress in issuing permits from
July 1, 1983, through March 31, 1986, completing inspections from
July 1, 1983, through March 31, 1986, and taking enforcement actions
from July 1, 1983, through January 31, 1986.

Number of Permits Issued and Reviewed

The California Health and Safety Code requires the division to
jssue operating permits to facilities that store, treat, or dispose of
hazardous waste. The goal of the permit program 1is to protect the
public's health and the environment by improving and controlling the
operations of hazardous waste facilities. The program also enables the
division to enforce applicable laws and regulations by suspending or
revoking permits. Hazardous waste facilities that are regulated by the
federal Resource Conservation and Recovery Act (RCRA) are subject to
the federal government's regulation. Because the State's regulations
historically have been more stringent than the federal government's,
some facilities do not fall under the RCRA regulations but do fall
under state regulations. Therefore, the hazardous waste facilities
that are subject to federal regulation are a subset of the State's
hazardous waste management program. In our May 1986 report, we
indicated that the division issued a total of 226 hazardous waste
permits from July 1, 1983, through March 31, 1986. From April 1, 1986,
through January 31, 1987, the division reported that it issued 25
permits to treatment and storage facilities and incinerators, but we
could verify only 20 permits. The division issued 3 of the 5 permits
that we could not verify before April 1, 1986, and had only unsigned
copies of the other 2 permits. In addition, during this period, the
division reported that it had reviewed 79 permits. Table B-1 shows the
time taken by the division to process 9 of the 20 permits issued from
April 1, 1986, through January 31, 1987. Because the division's
records are incomplete, we were unable to calculate the processing time
for the remaining 11 permits.
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TABLE B-1

TOXIC SUBSTANCES CONTROL DIVISION
PROCESSING TIME TO ISSUE NINE PERMITS
FOR HAZARDOUS WASTE FACILITIES*
APRIL 1, 1986 THROUGH JANUARY 31, 1987

Type of
Facility Date
Site Application Date Permit Total Number of
Number  Federal State Received** Signed Days Elapsed
1 X 5/30/84 06/28/86 759
2 X 4/15/85 07/24/86 465
3 X 6/27/85 05/08/86 315
4 X 3/01/85 05/07/86 432
5 X 5/14/83 04/16/86 1,068
6 X 2/07/83 05/14/86 1,192
7 X 2/01/85 04/10/86 433
8 X 6/01/85 10/22/86 508
9 X 3/23/83 06/30/86 1,195

*A11 permits are for storage or treatment facilities, except the
permit for site number 3, which is an incinerator.

**We obtained these dates from the division's records.
Number of Variances and Exemptions

Issued and Reviewed and Number of
Closure Plans Approved and Reviewed

In addition to processing and issuing permits, the staff of
the division's permit unit also grant variances and confirm exemptions
to facilities that do not require operating permits. The staff also
review plans for closing hazardous waste facilities. The California
Administrative Code allows the division to grant a variance to a
hazardous waste facility if the hazardous waste at that facility is not
a significant health hazard or if the hazardous waste is regulated by
another government agency. The division also can confirm that a
facility is exempt from hazardous waste regulations and, consequently,
is not vrequired to obtain a permit. In addition, the California
Administrative Code requires the division to review and approve plans
for closing facilities that are operating under permits and under
interim agreements with the division. From January 5, 1982, through
January 31, 1987, the division reported that it granted 497 variances
and exemptions. In our file review of 115 of the variances and
exemptions reported by the division, we could verify only 103
(90 percent). The division also reported that it had reviewed an
additional 196 variances and exemptions between April 1, 1986, and
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January 31, 1987. In addition, from March 9, 1982, through
January 31, 1987, the division reported that it approved 24 closure
plans, but we could verify only 20 closure plans during that period.
The division also vreported that it reviewed an additional 27 closure
plans between April 1, 1986, and January 31, 1987.*

Number of Inspections Completed

The Health and Safety Code authorizes the division to inspect
hazardous waste facilities to determine if the facilities are complying
with state and federal regulations. In Report P-582.2, we indicated
that the division completed over 2,700 inspections of hazardous waste
facilities from July 1, 1983, through March 31, 1986. In addition, we
reported that, during calendar year 1985, the department reported that
it conducted approximately 1,000 1inspections of hazardous waste
facilities, which represented fewer than 580 separate facilities. From
April 1, 1986, through February 28, 1987, the division reported that it
had conducted 604 inspections of hazardous waste facilities. (These
inspections do not include inspections of generators, transporters, and
other handlers.) In our file review of 109 inspections reported by the
division, we were able to verify 107 (98 percent). Because the
division's staff can complete more than one type of inspection at the
same facility at the same time and can inspect the same facility
numerous times, we calculated that of the 604 inspections that the
division reported that it had completed, staff inspected 361 different
facilities. The division's staff also conduct continuous surveillance
at five of the State's 1landfills. We did not include these
surveillance activities in the number of inspections completed because
these activities occur continuously and, therefore, to include them
would distort the total number of inspections conducted. Chart B-1
shows the number of inspections that the division reported that it
completed from April 1, 1986, through February 28, 1987. Chart B-2
shows the number of facilities that the division reported that it
inspected from April 1, 1986, through February 28, 1987.

*AT1 these figures reported by the division may be understated because
one region had incomplete data.
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Number of Inspections

CHART B-1

TOXIC SUBSTANCES CONTROL DIVISION
NUMBER OF INSPECTIONS REPORTED AS COMPLETED
APRIL 1, 1986 THROUGH FEBRUARY 28, 1987

302
300
207
200
100 - 90
5
O |
State Regulated Federally Regulated

B Land disposal facilities

XY Treatment, storage, and incinerator facilities
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CHART B-2

TOXIC SUBSTANCES CONTROL DIVISION
NUMBER OF FACILITIES REPORTED AS INSPECTED
APRIL 1, 1986 THROUGH FEBRUARY 28, 1987

200

150

100

Number of Facilities

State Regulated Federally Regulated
I Land disposal facilities

XY Treatment, storage, and incinerator facilities

Number of Enforcement Actions

The Health and Safety Code authorizes the division to take
action against any person who violates hazardous waste control laws.
To resolve the violations, the division can use administrative
remedies, such as issuing notices of violation or administrative
orders. These administrative remedies can be wused for various
violations, including the improper storage of hazardous waste that
poses a threat to the public's health and the environment. The
division can pursue Tlegal action through district attorneys, city
attorneys, or the state Attorney General's Office whenever the division
determines a violation has occurred. This legal action can include
civil or criminal penalties against violators.
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In Report P-582.2, we reported that from July 1, 1983, through
January 31, 1986, the division referred 174 cases for legal action. We
compiled and verified information provided to us by the division to
determine that from April 1, 1986, through March 31, 1987, the division
jnitiated at least 173 enforcement actions against violators, including
administrative and 1legal actions. Chart B-3 shows the number of
enforcement actions taken according to category of action and type of
facility. We used the division's vrecords to determine the type of
facility operated by each of the 173 violators. In some 1instances,
where records were incomplete or unavailable, division staff provided
us with this information.
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Number of Enforcement Actions

*These enforcement actions
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NUMBER AND TYPES OF ENFORCEMENT ACTIONS*

CHART B-3

TOXIC SUBSTANCES CONTROL DIVISION

APRIL 1, 1986 THROUGH MARCH 31, 1987
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identifiable from the division's records.
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APPENDIX C

METHODS USED BY COUNTIES
TO IDENTIFY GENERATORS OF 500 POUNDS OR MORE
OF HAZARDOUS WASTE ANNUALLY

In California, the Toxic Substances Control Division
(division) has memoranda of understanding (MOUs) with 16 counties
(including one local health district). Through its MOU program, the
State is attempting to give the counties primary responsibility for
regulating generators of hazardous waste. To determine how counties
identify generators of 500 pounds or more of hazardous waste annually,
we telephoned all 16 counties that have MOUs with the division and 10
of the 42 counties that do not have MOUs. Table C-1 shows the results
of our telephone survey in the 16 counties with MOUs.
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Although only 16 (27.6 percent) of 58 counties have MOUs with
the division, more than one-half of the hazardous waste generated in
the State is generated in these 16 counties. Chart C-1 shows the total
number of tons of hazardous waste generated from April 1, 1986, through
March 31, 1987, in counties with MOUs and counties without MOUs.

CHART C-1
TOTAL NUMBER OF TONS OF HAZARDOUS WASTE

GENERATED IN ALL COUNTIES
APRIL 1, 1986 THROUGH MARCH 31, 1987

Counties With MOUs
59.5%
(1,036,710 tons)

Counties Without MOUs "~ Unknown Sources*
19.6% 20.9%
(342,102 tons) (364,436 tons)

Total Tons = 1,743,248

*The division could not identify in what county this hazardous waste
was generated.

Source: The Hazardous Waste Information System of the Toxic Substances
Control Division.

0f the ten counties that we contacted without MOUs with the
division, seven did not have a method for identifying generators.
Also, ncone of these ten counties conduct regular inspections of
generators. Four of the ten counties intend to sign an MOU with the
division and three counties do not plan to enter into agreements with
the division.
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According to the division chief, as a result of federal and
state Tlegislation, and because of the need to expand the base for the
hazardous waste fee structure, the division is currently working with
all counties to identify additional generators of hazardous waste.
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APPENDIX D

THE BUDGET PROCEDURES OF THE
TOXIC SUBSTANCES CONTROL DIVISION

The Toxic Substances Control Division (division) is
responsible for preparing the annual budget for its hazardous waste
regulatory  program. After the Department of Health Services
(department) approves the budget, it s incorporated into the
department's budget and presented to the Department of Finance for
processing in accordance with the budget procedures contained in the
State Administrative Manual.

The State Administrative Manual establishes budget procedures
for all state agencies. State agencies are required to develop work
plans that identify the needs, objectives, and measures of
accomplishment of their respective programs. If the program objectives
of the agency are not measurable, the agency should indicate the
program's size, workload, authority, output, and a general description
of the program's activities. The measure of accomplishment should
reflect the program's results, its effectiveness, and 1its value to
society. In addition, a work plan should indicate the amount of
resources the program requires to operate.

We determined that the division appropriately prepares its
budget for enforcing the hazardous waste management program. For
example, the budget identifies the needs for the program--permitting,
surveillance, enforcement, alternative technology--and further
identifies program support and administrative costs.

In preparing its 1987-88 budget, the division implemented a
zero-based budget with estimated workload standards.* According to the
chief of the Financial and Support Operations Section, to develop the
workload standards, the supervisors and managers of the various
sections within the division independently estimated how Tong it would
take to complete the required tasks in the program. The division's
management then met and refined the individual estimates. These
estimates became the workload standards used to prepare the budget. In
preparing its 1988-89 budget, the division updated its 1987-88
zero-based budget.

Because the division's objective is to make the most effective
use of its current staff and to identify any additional need for staff,
any request for an increase in staff must be offset in some way, such
as through a decrease of staff in another program activity. However,

*A  zero-based budget justifies all the resources needed to accomplish
the designated responsibilities of the division.
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the chiefs of the various sections within the division will be allowed
to request changes to their portion of the previous year's budget, if,

for example, they identify more efficient procedures or obtain updated
information.
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STATE OF CALIFORNIA—HEALTH AND WELFARE AGENCY GEORGE DEUKMEJIAN, Governor

DEPARTMENT OF HEALTH SERVICES

714/744 P STREET
SACRAMENTO, CA 95814

(916) 445-1248

July 23, 1987

Mr. Thomas Hayes, Auditor General
Office of the Auditor General

660 J Street, Suite 300
Sacramento, CA 95814

Dear Mr. Hayes:

Mr. Allenby has asked me to respond to your draft report, your
number P-662, dated July 15, 1987, entitled "Revenues and
Expenditures of the State’s Hazardous Waste Regulatory Program."

The Department of Health Services’ Toxic Substances Control
Division agrees that the information contained 1in the report
generally reflects the revenues and expenditures of the two major
funds that provide the primary state funding resources for the

hazardous waste program. Differences that we noted were
relatively minor and do not materially affect the auditor’s
results.

Comments  have been developed that may be useful to you in
formulating the final report. These items are as follows:

o There were some inconsistencies in that the Hazardous
Substances Account, as noted in "Results in Brief",
reflects revenues beginning January 1984. However,
expenditures were accounted for starting July 1984.
This may cause some distortion when comparing amounts
but should not have a major effect.

o The expenditures included for the Hazardous Substances
Account in 1985/86 did not include a direct
appropriation of $453,000 made in 1985/86 to the
Attorney General. It is our understanding that this
appropriation was fully expended.*

o Expenditures for the first six months of the 1986/87
fiscal year, as reflected in the records at the end of
December, may be understated in personnel services as the
Toxic Substances Control Division had a substantial
amount of salaries that were not distributed until much
later in the fiscal year. Ultimately, these costs were
charged to the Toxic funds but no effort had been made to
identify these to applicable months. Therefore, only
totals for the entire fiscal year of 1986/87 would be
available at this time.

*Auditor General Comment: Text changed.
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Mr. Thomas Hayes

Page 2

July 23, 1987

The analysis of HSA expenditures indicated that $1.2
million was spent in cleaning up hazardous waste sites.
It should be noted that the $10.4 million reflected as
salaries and operating expenses also included some site
cleanup contracts; however, these were not separated from
other operations expenses.

Your use of the term "hazardous waste regulatory
program" is not consistent with our use of the term.
In both your title and in the summary, you include site
mitigation within the scope of regulatory program. We
do not agree with this wusage. We consider the
regulatory program to be 1limited to the surveillance,
enforcement and permitting activities which are funded
by both the HWCA and federal RCRA funds. *

The Division has taken steps to improve the quality of data
maintained on program activities that should be of value to
future reviews. These improvements include, but are not 1limited
to, the following:

o

The Division has implemented the CALSTARS statewide
automated accounting system effective July 1, 1987.
This will allow more timely information on program
expenditures and Tmore precise funding of these
expenditures.

A program tracking system has been developed within the
Division that should provide better data on the
progress of permitting, enforcement and site mitigation
activities. While it will not provide costing data for
many of these activities, the information should be
useful in validating the projections developed by staff
in estimating the elapsed time for major program
activities.

The files for the major program elements have been
completely revised and a statewide filing system has been
implemented. This will provide major improvements in the
cataloging of records that document the activities of the
Division.

*Auditor General Comment: Text changed.
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Mr. Thomas Hayes
Page 3
July 23, 1987

In conclusion, I would like to express my appreciation for the
work performed by your staff. Their conduct during the course of
this review was very professional. Should there be any further
clarification needed, please do not hesitate to contact me or

Division personnel.
Singcerely,

Kenneth W. Kizer, M.D., M.P.H.
Director
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STATE OF CALIFORNIA

STATE BOARD OF EQUALIZATION

1020 N STREET, SACRAMENTO, CALIFORNIA

(P.O. BOX 942879, SACRAMENTO, CALIFORNIA 94279-0001)

WILLIAM M. BENNETT
First District, Kentfield

CONWAY H. COLLIS
Second District, Los Angeles

ERNEST J. DRONENBURG, JR.

Telephone: (916) 445-3956 Third District, San Diego
PAUL CARPENTER
Fourth District, Los Angeles
GRAY DAVIS
Jul Yy 2 3 , 1 98 7 Controller, Sacramento
DOUGLAS D. BELL
Executive Secretary
Mr. Thomas W. Hayes
Auditor General
660 J Street, Suite 300

Sacramento,

Dear Mr.

CA

95814

Hayes:

You recently provided the Board of Equalization with
a draft report by the 0ffice of the Auditor General

entitled,

report.

DDB:bt

cc: Honorable
Honorable
Honorable
Honorable

Honorable

"P-662 Revenues and Expenditures of the State's
Hazardous Waste Regulatory Program",
review the report prior to its release.
the draft with your staff,

requesting that we
We have reviewed
and have no problem with the

Sincerely,
Y

ouglas D. Bell

xecutive Secretary

Conway H. Collis
Ernest J. Dronenburg,
William M. Bennett
Paul Carpenter

Gray Davis

Jr.
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CC:

Members of the Legislature

0ffice of the Governor

Office of the Lieutenant Governor
State Controller

Legislative Analyst

Assembly Office of Research

Senate Office of Research

Assembly Majority/Minority Consultants
Senate Majority/Minority Consultants
Capitol Press Corps





