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it's in ex1v_.ss of $800 million. 

Q Governor, do you conceive of any circumstances 

where you would sign a W.1 

A Could I conceive of any circumstances where I 

would sign a withholding tax bill? Oh, I suppose, if they 

held a hot iron to my feet and I was bound hand and foot. 

No, every man has a breaking point. 

Q Governor, on that very same subject, you were 

quoted yesterday as saying that the many savings we found 

by accident, that you're pleased with this. would you name 

some of these savings that you have found by accident that 

you•re very pleased with? 

A Oh well, yes, we estimate that -- you know, we have 

told you that the spending rate we've discovered would 

have totaled at the end of the fiscal year better than 

$365 million deficit -- we were spending a million dollars 

a day more than we were taking in. 

We did not sit back and say, "Well, we will begin 

our economies when it's our turn beginning with the new 

fiscal year July lst. 11 We started to effect whatever 

economies we could find in this limited period between now 

and the end of the year June 30th to minimize this. And 

we believe our estimate is that we will reduce that deficit 

spending by some $20 million. 

And some of this we found in putting into effect 

the freeze on the buying of new automobiles for the State. 

And this is what I mean by 11 accident. 11 We discovered at 

the time that nobody in the State government knows how many 

cars we own. There is no state plan for buying on the basis 

of turning in at a certain mileage or age figure. It 1 s just 

a bad business practice that we 1 re taking steps to correct. 

And, as I say, wef re putting the freeze in. 

We've discovered the possibility of quite extensive 

savings in the shutting off of some of the interdepartmental 

reports that circulate around in government that were put 

out on slick paper in four colors -- very expens.i ,.e printing 

jobs -- and we decided wetd get the same e.ffect with 

mimeograph .. 
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TL~ freeze on travel: There ,,,..:re a number of 

things of this kind that we found, but we believe that when 

we actually can get into the cost of operations with trained 

experts looking at it, that we'll come up with some sizable 

savings. 

Q Governor, one of yOur big power bases is 

considered to be Southern California. If your ~ax increase 

goes to $800 million in taxes, according to Senator John 

Schmidtz, you will be breaking faith with the people who 

elected you. Senator Schmitz had a release yesterday 

suggesting that this was the case. Do you feel this was 

the case? 

A Why, I haven•t seen his release and I don't know 

why it's breaking faith. I said all during the campaign 

that we were going to make every effort we could to solve 

the financial problem without a tax increase. 

But at that time there was no way of knowing that 

we were going to come up against a figure in which the 

present year's spending over which we have no control has 

put the State in a great deficit position, and money must 

be found to pay that back and balance up this year's spending_ 

Now, the law prescribes you must do that. I also 

on the other hand promised ~oEerty tax relief, and a part 

of the present tax bill is devoted for the first time in 

more than 30 years direct property tax relief to the 

indi vj.dual. 

So I don 1 t thi~k wetve broken faith at all. I 

would have hopE::d -- s.r1d s;:,;y it again -- I would have given 

anyt:ting if we c-ould have met this problcn with the economies 

alone. But the problem was more th:1n we aDtj_cipated. 

Q Governor, you say you had no wriy of knowing that 

you were go.~_ng to .fe.ce this prcl.ilerri, a::i.d yet everybody here 

in the Capitol ls.st; year, the Leg~_s1ature, Republicans and 

Democrats and the foT'1l.er Governor all knew· and said we were 

comi;--:g up S:.gain'.:Jt this this yea.rZ 

A Well, when I say I didn't know -- no, don't --

let me amplify that. We knew of a problem. We didn't kn0w 

the total extent. There was one time during the campaign 
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when if you 1 ~ chec.k back your ll find m~ ooth sides of the 

campaign fence there was a hope at one stage from figures 

that had been put out that the anticipated revenues might 

be greater, that the war boom and so forth had brought 

anticipated revenues that might be greater than we had 

previously counted on. And I did express a hope, and I 

wasn't alone in this, that it was possible that we thought 

that there was a fighting chance. 

Now, that was on information directly from 

State personnel -- that there was a fighting chance we might 

be able with stringent economies to meet this problem without 

a tax increase. 

Actually and technically, you see, I 1 ve never 

considered the EE_?P~rty ~ really a tax increase. It rs a 

tax substitute. We 1re substituting a broader base tax for 

that particular narrow base property tax. And I'm sure that 

everyone must realize, if you•re promising property tax 

relief, that you had to find a substitute for that. 

But as time went on, with the dimensions of the 

problem, the hole we were in grew and the supposed 

accelerated revenues did not live up to what had previously 

been hoped. And we realized we were going to be up against 

a greater problem than we thought. 

Q Senator Schmitz contends in his statement that 

there are those within your administration who have no 

sympathy for ~conomy, for your attempts to economize, for 

the people who supported you in your economy move. Do you 

have any idea who the Senator is referring to? Have you 

any people in your administration like that? 

A Not that I know of. I haven 1 t come across any 

of them. I know there are certain areas and departments 

in government in which it's understandable that the people 

connected with those resist any effort to reduce their 

budget. 

But, no, our administration, everyone that has 

been involved in any of the councils on this, has been 

f'Jghting ver,y hsJ.'d o.nd ""'0sd .. 9ting every penny of' addtt.io.n.'l':. 

tax tliat. hns to go on. We 1 re ho1di ng t:he tax hin:·den dcwn to 
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actually tht. minimum to meet the proble1n. 

Q Governor, will Cordon Smith be leaving your 

administration in the next short while? 

A I hope not. I have no plans for that. I hope he 

hasn't. 

Q Have either of you discussed it, either you or 

Smith? 

A It's never even come up; no, never mentioned. 

Q Governor, what Senator Schmitz is saying, he didn't 

feel there was a comparable enough tax relief with the high 

increase in taxes that you're proposing. Do you feel in your 

own mind that you are proposing enough ~ax relief for the 

entire tax load? 

A We're proposing as much as we can for the first 

year with regard to the debt that has to be paid off. You 

will find that next year there will be a tremendous increase 

in the J2!'"£;2,~-~~X",-~~~,E.§:~l:~f because the money directed to 

paying the deficit will be redirected then into property tax 

relief. 

Q Governor, have you come at all to any decision 

on what you're going to do about the pigh~~YJ?.~tr9l and 

just exactly where you're going to spend that $11 million 

that was allotted by the]?~2~~t? 

A Actually what wetre discussing with regard to the 

increase there is the increase but not at the swift rate 

that had first been proposed, because in proposing the 

doubling of the highway patrol they had not made a proper 

estimate of the backup that was needed, administrative 

positions, facilities, and so forth, and these turned out 

to be more costly and more sizable in proportion to the 

number of actual patrolmen. So this has had to be accounted 

for. 

Q You said last week that there would be some sort 

of decision that would be made, exactly what you're going 

to do? 

A Well, as I say, wetre continuing to meet as to 

what the rate of expansion can be. 

Q Governor, a very simple question: Are you going 

to make a personal appearance bef'ore the Legislature tomol'T'OW 
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on your tax .b'rogram or are you just goi11!S to send them a 

message? 

A No. As a matter of fact, I won't be here tomorrow. 

I'll be on my way. You know, that's what I thought was 

wretty good timing on the schedule. 1 111 drop the tax 

message --
-·'"'"'"-< • .----,,,.,,,,_,.,, __ 

Q Governor, to get back to~ith.h~lding, are you saying 

you will not sign a bill since both hands and your feet are 

tied? If one comes to you, how are you going to do it? 

What I'm trying to get clear is whether or not you make it 

very clear you will not sign a withholding tax bill? 

A 

Q 

I'm just unalterably apposed to ~i~hh~ldi~g tax. 

Governor, Speaker Unruh says the State is losing 

around $75 million since newcomes escape paying taxes. 

Since you oppose withholding what steps will you take to 

close the gaping hole in the State treasury collecting 

system? 

A Actually I haven't had a chance while we've been 

getting this out, this has been in my mind to find out, to 

explore what we could do. I 1m not so sure that it 1 s that 

sizable. I have heard estimates that vary down from that. 

I im.a.gine it depends on who is estimating as to what the 

loss mi.ght be. 

17.'his is supposed to be the loss from people coming 

into the State and not being able to be caught yet as they 

might be by withholdlng. 

Bi:tt it is in rny mind to discuss then what we can 

to do close any loopl'loles of tha.t kind; certainly, no one 

should avoid tl:'J.e5.r fair share of the tax., 

Q Gover~or, could you give us some brief idea of 

the points you 1 d like to make in your Gr3.diron speech in 

Washington? 

A Oh heavens, you know, that's an off-the-record 

speech, so I cantt put it on the record here. Actually, 

you know, the ~ridiron is supposed to be a little lighter 

touch than making any speech in which you try to save the 

world or anything. I 1m supposed to speak as a representat:tv-e 

of the Republican Party. I understand Senator Kennedy is the 
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representati" of the Democratic Party. .1.nd unfortunately 

the party out of power has to go first. So I'm just going 

to cross my fingers and fire away. 

Q Does that confrontation with Senator Kennedy 

concern you at all? Have you ever met the Senator? 

A No. 

Q Governor, what reaction do you anticipate from the 

Legislature and from the people to your tax program, and 

what are you going to do about it? 

A Well, I think the people -- we try to keep them 

informed -- are pretty well aware of the seriousness of the 

problem that something has to be done. From what I have seen 

and suggested other tax bill&.; this is going to be kind of 

an unusual situation up there. They're going to have to do 

180 degree turns. This is going to be the first time, if 

there is controversy, is going to be on their part trying 

to raise the Governor's tax bill instead of reducing it. 

Q Back to the CHP, Governor, for a moment. Do you 

have any idea -- or first of all, do you intend to reach 

the figure, the same goal, of doubling the highway patrol 
·-~·~~,-~_..,,.._.__..,~--""""'-··-~ 

over a long period of time, or do you want to cut it off some 

place before reaching that? 

A I haven't talked to SulliRan about that to get 

his evaluation of whether that was a realistic goal or not, 

whether there should be any changes in it one way or another. 

Q This tg..x P!'S?J~!'a.I'g~ to be released to the press, will 

that be for publication tomorrow morning or tomorrow afternoon? 

A 

Q 

Wednesday p.m. Sorry about the morning papers. 

When a tax program is finally enacted along towards 

summer, do you feel you 1 ll be able to convince the people 

that this was an inherited necessity and escape some of the 

blame for it? 

A Well, I think anyone that's paying any attention 

knows that it's an inherited problem. We didn't have anything 

to do with the creation of the budget upon which we 1 re operat:tng; 

nor did we have anything to do with the fact that that budget 

was not adhered to, that during the present year we are 

spervling, aR T say,,. Aeve1•a.l lnmdre<l milllcm do1Ja";·s more than 
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the prescribt."" four billion six budget t1~0.t was approved 

by the Legislature. 

Q On the same subject, do you think that letter of 

Senator Schmitz and similar comments signals any break 

between you and fiscal conservatives on tax policy or 

financial policy? 

A I don't see how it can. I 1m the stingiest 

fiscal conservative you ever saw. And, as I say, most tax 

bills that have been proposed by others are considerably 

larger than the one we're going to introduce. And if there's 

an argument or debate as there will be, I have a hunch that 

most of the debate will be concerned with those who want to 

increase the taxes more. 

Q Governor, there's a move in the Legislature now to 

increase the Southern California share of the State highway 

f~~ from the present 55 percent to 60 percent or more. 

How do you stand on this? 

A Oh, you got one I haven't been into yet. All I 

know is just dimly that I know there's been this discussion 

and I haven't even looked at it. I don't have an opinibn 

as yet. 

Q Governor, there were some indications last week that 

members of your finance department might hold back on this 

money that the Legislature made available for the ~ut~ol1:. 

problem at Lake Tahoe. Were you aware of that, and is that 

your feeling too? 

A My understanding of this is that one project that 

the south is ready to go and the one that the north isn't 

ready to go. And it wasn't a case of delaying something 

purely for lack of money. But it was simply diverting funds 

until the one is needed. And I'll tell you this. I am heart 

and soul in favor of moving as fast as we can in correcting 

this. 

I do not agree with my predecessor who made a trip 

up there during the campaign to say there wasn't any threat 

to the Lake. Once the water turns green, the ball game 1 s over~ 

Q Have you discovered something about the new SJ~a:t~ 

Fa.tr that has caused you to examine it? 

A No, I haven t t d:l scove.red t=tn;\~thtng a1'0ut :i. t. 
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I just want , look at anything that's gv~ng to cost that much 

money. 

Q Governor, would you be in favor of a move to 

institute the so-called Oregon Plan in p~im~~A~JL~in the State 

of California? 

A No. As a matter of fact, I understand that Oregon 

has considered changing their plan. At least r1ve heard 

there are rumors to that effect. There are people who want 

to -- no, I don't think -- I 1 ve never been particularly 

enthused about their plan. 

Q 

A 

Q 

You would not -- ? 

No, I wouldn't introduce it here. 

Governor, back to Gordon Smith. Last week he 

announced there would be no 10 percent bU.~ cut, and the 

next day Phil Battaglia said that wasn't the case. Is this 

a basic disagreement or a failure of communication or exactly 

what is the situation? 

A No, I don't think so. I think that what happened 

was that perhaps a wrnng impression was gained from Gordon's 

testimony before the committee that might have given the 

impression that we were abandoning certain goals when in 

reality he was discussing the fact that certain elements 

have been introduced that make it impossible to meet them 

as much as we wanted to. 

For example, as I told you here last week, when we 

discovered we had to put back in $38 million that we had 

hoped might come for tuition in the general fund, obviously 

this was $38 million of economies that we couldn't affect. 

The same thing was true when Medi-Ca~ was dropped on us, 

not only Medi-Cal for the coming year because of an under

estimate but a Medi-Cal fund that must be put back, money 

that must be put back for last year -- not this year -- a 

deficiency from last year's spending in this program. 

So whether we achieve our goal or not does not mean 

that we're not still striving, still trying. We have a number 

of departments that have reduced their operating costs more 

than 10 percent, but you have to recognize that not all 

depart,ment s have an equal total j n spending. 80 some depa.x·tment 
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that can redl ~ its operating cost by 20 ~ercent but its 1 

total budget 1$ a f1fth of what some other department is, 

that can not just balance up or average out with this other 

department. 

Q Speaking of Mr. Battaglia, is he permitted to 

drive State cars? 

A No, l don 1 t think he's driving a State car. You 

know, it's an awful suspicion here that I'm moonlighting, 

isn't it? I 1m glad one of the papers printed a picture so 

they knew it was a different Ronald Reagan. 

Q Governor, two questions back on the withholding: 

Would you or would you not sign a bill passed by both houses 

of the Legislature for a withholdin~ tax? 

A Well, it's always dangerous to predict prior to 

the debate, the discussions, and so forth, and the expression 

of the will of the people. Let me just sa:y my inclination 

now would be to say I would veto it. 

Q 

Q 

A 

If we can go on to another subject? 

I had one more. Are you going to put in a bill 

Oh, I haven 1 t even got around to that yet. I 

think there are certain corrections to be needed in it. 

There's nothing wrong with the accrual bookkeeping system 

if it's properly installed, and is installed not as a gimmick 

to hide a financial deficiency. 

Q Are you going to be meeting with Barry Goldwater 

in Arizona later this month and, if so, are you expected to 

discuss B:~Pll:!JliC.?.:,!]._!'artL~P~±.!!.~cs? 

A I have no plans about any such meeting. I don't 

even know whether he's going to be in Arizona. 

Q You will be, though, wonrt you? 

A Well, I know that our children and Nancy will go 

over there as we annually do to vis~t her folks for Easter 

vacation. Now the Legislature has voted to take an Easter 

va0ation.. I don t t kYlow whether that j_ncludes me 0r not. 

But rim going to hope that it does. 

Q Governor, does the warmth of your reception in 

Wa.shi.ngton perhaps make you look a little mo1·e real.i,stioa11y 

toward yo.in· ava5J~hj.l:lty- for t.he r.~_:oe~~c1:-~!~e;y·? 
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A No. I was just very lucky th1:. other night a.t t~1e 

dinner and had a wonderful time. And everyone was very 

gracious and hospitable. And I was very grateful for it. 

No, I don't think political decisions of that kind are 

determined by whether you said the right thing at the dinner 

or not. 

Q Assemblymaman Pauline Davis has proposed a bill 

and legislation to abolish the department of general services 

calling it a paper-shuffling organization, putting it hack 

in the Department of Finance where there are e~perts to handle 

the problems. Do you favor this particular situation? 

A I haven't seen her bill but as you know we're 

talking our own program of reorganization and so I have no 

way of knowing where it might coincide or disagree. 

Q Governor, to what extent does your ~~~ro~am . 

represent an agreement between you and some of the leading 

Republican legislators on taxes? 

A Well, they•ve been in on the conferences that 

we a.vowed this tax program. We've done it in consultation 

with them. So I would think there's a certain a.mount of 

agreement. 

Q Can we get back to a little more clarification 

on this 10 percent or not j.Q~~~~~!'.Q.§:n~~? Gordon Smith told 

the ways and means committee that you'd be restoring 55 

million at least of the 216 million in cuts which 

represented your 10 percent. Doesn't that mean on the face 

of it that you're not going to meet the 10 percent cut? 

A Well, you'll get that all in detail today. 

Obviously we had to put back some funds where we did not 

achieve what we wanted to achieve, and I don't think there's 

anything unusual in that. You start out with a goal and --

Q Both yourself and Mr. Battaglia have repeatedly 

denied that you've given up the 10 percent figure, and if 

you are replacing a portion of that, almost a third of that 

money, it seems rather obvious that you are giving it up? 

A No. Let me say that it was our feeling that the 

impression given was of a voluntary falling away from or 

changtug our mlnd about the attempts at economy,, a.11d this is 
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what Mr. Battc...0 lia sought to correct, th&.~ there was no 

falling back from that. 

As a matter of fact, the economies that we've 

been able to effect so far in this limited period do not 

represent our full goals at all, because in the months ahead 

with these committees of experts and industrialist~and 

businessmen who have volunteered to go into the State 

operations, we believe that we're going to come up with 

considerable §9~omi~~· But these will be reflected in a 

following budget and not in this one. 

This was all we sought to correct. Obviously, 

and as we repeatedly said, you start with a goal. We knew 

there were going to be some departments who could not achieve 

that, just as we knew there were some, like the Attorney 

General's office, who is working on his second 10 percent cut, 

that were going to be able to do more. 

But, as I said before, these departments have 

budgets that can vary from a few hundred thousand dollars to 

a great many millions of dollars. Now, you can't balance a 

sizable cut in a small budget department and balance it 

against a lesser percentage cut in a big department and say, 

"These now average out, one for one. 11 They just don't do it. 

This young lady over here. 

Q I wanted to ask you, a few minutes ago yousaid 

something about efforts by some departments to resist 

!?"22n.grn1,~±E:S· Which departments are you referring to, Governor? 

A Oh, I just think that 1 s a kind of built in natural 

thing. I think everyone sincerely believes in the importance 

of their particular program, and they always feel that the 

economies maybe should be effected in some other program, not 

theirs. And you have to overcome that. 

Q Governor, can you tell us what field the new taxes 

will go into at all? 

A No. You 1re tempting me into details. You 1 11 get 

that all this afternoon. Ild rather wait on that. 

Q Governor, on the matter of the ed c.hildren 1 s 

co.~~!o~-~":-~z, have you considered trying to find the $274 

thousand in some emergency fund to remove the need for 
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Assemblyman Cl:vwn• s bill? 

A No. I okayed the supplemental appropriation 

to meet this particular problem. Incidentally, in that 

regard I'd like to say also, I wish all of us, including the 

communications media and everyone who has a voice that can be 

heard, would re-emphasize to the people of the State and the 

nation the importance of the Easter Seal ~rive that's on right 

now. 

There seems to be a feeling on some people's part 

that this is a program that because the State or government 

is involved in this, this lessens the need of that other 

voluntary program. They do not. They complement each other. 

And I hope that the Easter Seal drive will be tremendously 

successful and go over the top because it's one of the great 

worth-while causes in the country. 

The gentleman way behind you there. 

Q Other than the Gridiron appearance, are you 

going to plan any other major speeches outside of the State? 

A Well no -- actually, the Gridiron trip, it isn't 

just for the Gridiron banquet. We've long put off a number 

of things. And so on this trip in I am meeting with the 

entire congressional delegation in Washington and at the 

same time this is also the annual meeting of the California 

State Association in Washington. And we're going to attend 

that. 

Q Are there any other governors that are going to 

appear before the congressional delegation? 

A Well, when I say our -- weil, I'm meeting with the 

entire Republican congressional delegation, but I'm also 

meeting with the California delegation~ I~ow, I don t t know 

whether there are others that are golng to meet before the 

entire Republican delegati.on~ 

Q (Inautlible.) 

A The Q-.~estic,n was, am I aware that the home we r ve 

leased is in an r:.11-wh.5-te neighl1orhocd. I dld..'1 t t think there 

was anything like that legal in California. There isn't any 

such thing any more. 

Q Governor, I'd like to clear up one thing. 
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Question was asked about the accruRl syst~m earlier and 

some Rerublicans have called it a fiscal failure. And yet 

this morning you just mentioned here there's nothing wrong 

with the §:£,£.~~~C!L~s2st~em in some instance. What do you really 

mean? 

A Well, the accrual system is a pretty respectful 

bookkeeping system. A number of states have it. A number 

of business organizations operate on this basis. But it 1 s a 

bookkeeping system that has to be put into effect with 

provisions for a cash reserve when you start it, and it must 

be put in completely, the transfer to this, and it should not 

be put in as this one was put in partially and without a 

reserve, and rut in really to get the one-time windfall that 

comes with the first putting of it into effect. 

The one-time windfall is created by getting more 

months r~venue than the months of spending that it 1 s to cover. 

Governor, on Fehruary the 27th the A.F.T. sent you 

a telegram requesting a meeting to discuss state college 

problems. They now say that your office has never answered 

the request and that there are no further meetings planned. 

Why is that? 

A Well, rrd have to check on that ~ecause I don 1 t 

recall ever getting a telegram from the A.F.T. 

Q The telegram was sent by John Stull. 

A Well, I 1 d better check on that because I don't 

recall ever getting ~ telegr~.m --

MR. BECK: I dontt remember seeing it, as far 

as I know. 

A I never received such a telegram. I love some 

of the communications that appear in the press and say that 

they were directed to me. All I know is what I reP.d in the 

papers. 

Q Governor, you're meeting Thursday with the editors 

of Time-Life Magazine in New York. If they ask you about 

your availability for next year on the Republican ticket, 

what would you tell them? 

A Tell them the same thing I said here. I 1m the 

Go7ern0r of Galif'ornia and I hope the next .fem" yea.vs. 
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Go • ...:rnor, I hope your 11 excusb ~·le for asking one 

more question on the l_Q .. ~~e11tw~cut, but the point I wanted 

to get across is this. It hasnrt been very long since you 

said the State's financial resources had been drained and 

looted by the previous administration. Now you 1re saying that 

you really havenJt been able to find even 10 percent from that 

previous administration's budget that you could logically cut. 

What kind of draining and what kind of looting is that? 

A Well, 1 1 11 use the first word naraining" now. 

Q All right. 

A We've already settled the issue on the other word, 

whether it should be used or not. The draining was exactly 

the situation that we r re confronted with, that a p~gg,~,~.L 

a record budget, the biggest budget of any of the fifty states 

was passed~ and then the State went ahead spending not only 

that budget but a million dollars a day more than the revenues 

would provide for that budget. And I think this is draining 

the resources. 

We started the fiscal year what they started the 

fiscal year with $193 million in cash and have spent that. 

They have borrowed $180 million from other state funds over 

and above what the expected tax revenues will enable them to 

pay back, that when the revenues come in from the future under 

this accrual bookkeeping system, they will not at the present 

level of revenue pay back this $180 million that was borrowed 

from other state funds. 

We a.re left with the problem of raising additional 

revenue to make up that $180 million. 

Q Shouldn't you have been able to make some very 

massive cuts in there then? Ten percent seems less than 

(inaudible). 

A 

Q 

Well, what would you suggest doing without? 

It's not my budget, Governor. 

A I tried to cut the uni~ersities and colleges and 

suggested tuition. Got the regents to spend 19-1/2 million 

dollars. You must recognize that in the couple of months 

we've been here there is a limit in a corporation this big 

as to how effective you can be, how .far you can go in 
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learning the cuts that can be made withou~ comparing or 

removing essential services to the people. 

As I said before, I'm very hopeful that as we have 

time and with experts in the field, that in the year ahead 

we will be able to make very sizable cuts and improve the 

efficiency of the State operation. 

SQUIRE BEHRENS: Thank you, Governor • 

........... 000 .. --
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