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Agriculture and Services Agency
DEPARTMENT OF FOOD AND AGRICULTURE
Item 102 from the General Fund,

Item 103 from the Department
of Agriculture Fund, and

Ttem 104 from the Fair and Ex-
position Fund ‘ _ Budget p. 181
REQUESLEA 197576 +.v.coooerececesreresssssseeseesesessmsmsssssssseessssesesesssemmmmssses $31,626,165
Estimated 1974=T5.......ccovrerrreererenrrerenrcesssseresessrsmerassssssiossssnsssess 30,380,132
Actual 1973-74............. et b bt et bO e ba st e ae AR R RSO b e b e nata s os 24,372,129
Requested increase $1,246,033 (4 percent) . .
Totdl recommended redUCHON ..o iveeeeeenrcce et seseariens $299.745
1975-76 FUNDING BY ITEM AND SOURCE .
Item . Description ~ Fund . Amount
102  Department of Food and Agriculture
_ (Support) General ) $18,514,943
103 Department of Food and Agriculture Department of " ‘
(Support) Agriculture 12,793,654
14 Department of Food and Agriculture Fair and Exposition - 387,568
’ L $31,626,165
] ' " Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Woolly Whitefly. Reduce Item 102 by $126.235. Recom- 164
mend program be eliminated because eradication is not
feasible.

2. Branched Broomrape. Reduce Item 102 by $106,325. Rec- 165
ommend program be eliminated because eradication is not
feasible. ‘ _

. 3. Animal Health. Recommend study to determine fundmg 167
and responsibilities for program to eradicate brucellosis in
cattle. .’

4. Tallow Inspection. Reduce Item 102 by &52 179, ‘Recom- 169
mend elimination of two proposed tallow inspector p051- '
tions.

. 5. Executive Office. Reduce Item 102 by $15000. Recom- 170 -
mend two positions transferred from Secretary for Agricul-
ture and Services be limited to fundmg for a six months -
transition period. :

GENERAL PROGRAM STATEMENT 7 T
Chapter 225, Statutes of 1972, changed the title of the Department of

Agriculture to the Department of Food and Agriculture in order to em-

phasize the food and consumer aspects of the department’s work.

. Under the Food and Agricultural Code, the department is directed to

_(1) promote and protect the agricultural industry of the state, (2) protect
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the public health, safety and welfare, and (3) assure producers, handlers,
and consumers true weights and measures of commodities and services.
- The department’s activities are broad in scope and range from the
financial supervision of local fairs through agricultural pest and disease
control, to enforcement of quality, quantity and safety standards of certain
agncultural and consumer goods.

" ANALYSIS AND RECOMMENDATIONS .
.Funding '

The financial resources of the department are derived mainly from the

" General Fund and the Department of Agriculture Fund. Funding sources

are determined as follows: programs generally benefiting the public are
financed from the General Fund; programs generally benefiting the agri-
cultural industry are financed through the Department of Agriculture
Fund by special taxes, fees or charges paid by the industry; and programs
benefiting the public and industry jointly are supported jointly. Changing
program conditions and reevaluations of program henefits are causing’
some shifts in funding sources. This budget reflects an expressed adminis-
tration policy that the costs of protecting the environment should be
borne by industry as a cost of doing business.

The total proposed budget for the Department of Food and Agriculture
in 1975-76 is $39,776,497. Of this amount §18,690,289 will come from the
General Fund while the Department of Agriculture Fund will provide
$16,647,198. The Fair and Exposition Fund, which is derived from
horseracmg revenues, provides $387,568 for support of the Division of
Fairs and Expositions. The federal government contributes $4,051,422 to
the department. The major area of federal funding is in the meat inspec-
tion program for which the federal government will reimburse the depart-
ment about $3.9 million in 1975-76. This approximates 51 percent of the

expenditures for meat inspection.

The department also plans to collect and expend approximately $35
million under 38 marketing orders or similar programs established at in-
dustry request to aid in production, control, and advertising of agncultural
products These marketing order expenditures do not appear in the Gov-
ernor’s Budget because they are handled as special trust fund accounts in

the Department of Agriculture Fund.

Agrlcultura Pest and Disease Prevantlon

The basic objective of this program is to prevent the introduction and
spread of plant and animal disease which may represent a threat to the -
public health and welfare and the agricultural industry. The program
includes entomology, plant pathology,. plant quarantine, apiary inspec-
tion, nursery service, weed and vertebrate pest cont-rol ammal health and
necessary diagnostic laboratory services.

. The cost for this program is $14,028,240 of which the General Fund

' portion is $10,549,584 or 75 percent, while the Department of Agnculture

Fund contribution is $3,117,273 or 22 percent The remamder is in reim-
bursements and federal funds.
The Governor’ s Budget proposes industry partunpahon in funding two
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programs which have been obtaining General Fund support. These pro-
grams are the grapeleaf skeletonizer eradication program and the brucel-
losis program in cattle. The basis for these changes is the extent of industry
benefit. Both programs are discussed in greater detall under the recom-
mendations made below. _

Plant Pests and Diseases—Eradication vs. Control

Eradication or control of pests and disehses are two different concepts,
but in the department’s budget they have been mixed to such an extent
that they are used almost interchangeably. Presently General Fund sup-
port for what should be short-term eradication efforts is becoming a long-

. term state cost without determining the responsibility of the agricultural
. industry..

Insect or pest eradication efforts are generally deemed feasible when
the technical capacity to completely eradicate exists and a. pest is con-

fined to a clearly defined and manageable geographic area. While the -

expenditures may vary according to the cost of different eradication tech-
niques for a particular pest, the time required to eradicate and the
geographic distribution of the infestation act as the variables affecting
eventual completion of the eradication effort. If eradication becomes too
prolonged in time and there is demonstrated inability to eliminate the

infestation, or there is a large probability of reintroduction the program -

fs no longer an eradication effort, but becomes a control program.
A control program is broadly defined as a case in which the particular
pest is so widely dispersed or easily reintroduced that eradication is im-

- possible and only control'to minimize damage is feasible. Thus, the geo-

graphic and time limitations so unportant to an eradication program are
not operative and the control program is without a defined limitation
based on fiscal, geographic or time considerations. -
In terms of responsxblhty the two concepts are also quite different.
The General Fund traditionally has been used to finance eradication

~efforts, but the department periodically has secured or sought General
Fund ﬁnancing for eradication efforts that have become control efforts.

General Fund financing amounts to state assumption of a cost that should
properly be the responsibility of the industry as a cost of doing business.

The eradication of the Japanese beetle in Sacramento illustrates an
eradication effort. Here two points are of consequence. First, the pest was

.discovered in 1961 and declared “eradicated” in 1965. Second, the infesta-
" ton was confined to a limited area in Sacramento. Thus, eradication was
accomplished in five years in a confined, specific, manageable area. This .

would seem the proper resporisibility for General Fund financing by the
state in contrast to the situation involving programs for the erad1cat1on of

- the woolly whlteﬂy and branched broomrape
Woolly Whltafly

We recommend that $126,238 in’ General Fund support (Item 102) for
the woolly whitefly be eliminated because eradication is not feasible.

The woolly whitefly is an insect pest which mainly damages citrus. It was
originally discovered near San Dlego in 1966 In the early evaluation of the
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infestation, the department noted but did not give adequate consideration
to infestations of woolly whitefly in adjacent Mexican territories which
could cause reinfestation and thereby prevent eradication. The depart-
ment expected the infestation would spread within 12 to 15 years to all
citrus-growing areas of the state if it was not stopped in the San Diego area.
Since its discovery in 1968, and in spite of eradication efforts, the pest has
spread to a 150 square mile area of San Diego County and the department
indicates that eradication there is no longer feasible. It has recently been
found in Orange and Los Angeles Counties. The department indicates
that-experience has shown that this pest can spread undetected through-
out large areas.

The department turned to biological controls in 1971 when chemical
eradication was found impractical. The University of California is working
with various parasites of the woolly whitefly in an effort to provide natural
control. It should be pointed out that the parasite needs the host pest in
corder to survive. Thus there will generally be some infestation even if this
form of biological control is used. Therefore complete eradication is not
" possible.

‘Consequently, we believe that the program does not warrant further
General Fund expenditure as an eradication effort. If a control program
_ is to be attempted, it should be financed by the beneficiaries. -

Branched Broomrape

We recommend elimination of $106, 328111 General Fund support (Item
102) for the eradication of branched broomrape because the continuing
spread and reintroduction indicates that eradication is riot feasible.

Branched broomrape is a parasitic pest of tomatoes which is transmitted
" by the seed of the parasite. The seed of branched broomrape can be
scattered with earth movements and by adhering to field machinery. It
germinates when in the presence of the tomato vine which it then
parasitizes.

The department has budgeted $106,328 for the eradication of branched
broomrape. The Governor’s Budget does not show the true magnitude of
this program because it does not include county and industry funding. For
the 1975-76 fiscal year, industry proposes to expend $185,000 on this pro-
gram.

. The departments records show that branched broomrape has been
present in California since 1929 but that eradication efforts against broom-
rape did not begin until 1959. In 1968 the department discontinued the -
program because of a lack of both interest.and financial support from the
processing tomato industry. -

Between 1969 and 1971, the rate of infestation increased primarily in
central California. In 1971 the first infestation was found in southern Cali-
fornia. At that time the processing tomato industry indicated a willingness
to support the eradication program. In March 1972 the director approved

“the use of departmental emergency funds (unrefunded off-highway gas
taxes) for eradication.

In June 1972 the processing tomato mdustry established a markehng
order to provide funding for the eradication of broomrape infestations



166 / AGRICULTURE AND SERVICES Items 102-104

DEPARTMENT OF FOOD AND AGRICULTURE—Continued - o '

found after 1972. According to a memorandum of understandmg between
the department and the industry, the General Fund will pay. for (1)
continued statewide detection, (2) “treatment” of infestations found prior
to July 1, 1972 subject to available funding, (3} surveys to determine
whether treatments have eradlcated ‘the pest, and (4) enforcing quaran-
tines.
Treatment of a field for branched broomrape reqmres fumigation which
 is expensive but also controls other weeds or infestations at no cost to the
landowner. Successful eradication requires growing tomatoes one: sedson
after treatment without the presence of broomrape. University experts'
concur that eradication of broomrape in heav:ly infested fields is very
difficult, Nonetheless -the .department indicates in its budget submittal
‘that its objective is to complete all treatment (full eradication) by the end
~ of 1975-76 fiscal year Certam specnﬁc problems mdlcate that this goal is
not realistic. -
" Several of the ﬁelds mfested with' broomrape found before the 1972
memorandum of understanding await treatment or retreatment because
intervening crops other than tomatoes have been grown.. Other fields
cannot be treated because of physical impediments, i.e., proximity to a
commercial airport. In one case of 50 acres, the grower has not cooperated
since 1969 to let the department on his land for treatment purposes. In
¢ another case the grower failed to prepare his land properly for the neces-
sary treatment and the treatment must wait another year. Weather and
soil conditions beyond the grower’s control may also prevent treatment
until the next season.

. Because branched broomrape is spreading, the department and indus-
try are essentially conducting a weed suppression program rather than an
eradication effort. The record indicates that eradication is not feasible. On
this basis we believe that the program does not warrant any further Gen-
eral Fund expenditure.

Grapeleaf Skeletonizer

The grapeleaf skeletonizer was ﬁrst found in San Diego County in 1940.
However, no eradication program was initiated until 1946. The eradication
program was subsequently changed to a control program when the pest
-spread into Riverside and could not be contained. Since that time the
department’s efforts have been to restrict its spread throughout the San
Diego-Riverside area. In 1961 grapeleaf skeletonizer was found in Fresno
County. It was eradicated there in 1966 but reoccurred in 1968. It has since
appeared in Alameda, Kings, Yolo, Sacramento, Placer, El Dorado and
Santa Clara Counties. The latest finds were in 1974 in Orange and Tulare
Counties. In some counties it has been eradicated, in other adjacent coun-

‘ties eradication programs are scheduled or pending.

- The pest is frequently found in wild grapes where it can be biologically

-controlled. In commercial plantings, however, according to the depart-

ment the application of certain pesticides necessary to the production of

grapes keep the biological controls from operating. It is for this reason that
" the pest is a threat to the commercial grape industry. Accordingly the
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Governor’s Budget proposés industry participation in the eradication pro-
gram. The present program is essentially minimizing damage and reduc-
ing the pest’s natural spread. Consequently we concur with the
Governor’s Budget that the program should receive industry financial
support,

Animal Health

The purpose of the Animal Health program is to détect, control and

eradicate livestock and poultry diseases. The total cost of the program for
the budget year is -estimated to be $2,726,987 of which 92 percent or
$2,514,393 is provided by the General Fund. The remainder of the pro-
gram is financed by $189,644 from fees for horse- druggmg inspections and
testing and $229,950 in reimbursements. -

Public Health officials indicate that many diseases of animals are not

transmissible to man and that others, while constituting occupational or -
industrial health problems, are not generally recognized as health prob- °

" lems to the general public. For this reason a review of the department’s
work on brucellosis mdlcates a need for new approaches.

Brucallosls in Cattle

The Governor’s Budget provides an increase in expenditure of $179,929
for 12 man-years of added effort to eradicate brucellosis in dairy herds.
The program is being expanded subject to industry participation in the
funding. We concur with the funding approach in the Governor’s Budget
but believe that a broader and more comprehenslve approach is needed
as recommended below.

We recommend that the Department of Food and Agriculture with the
participation of the Department of Finance and the concurrence of the
Department of Health and the Depariment of Industrial Relations review
the brucellosis eradication program in cattle to determine the (1) appro-
priate public health, industrial health, and animal-health standards, (2)
‘best methods to enforce them and (3) appropriate funding for each,

- Until recently California was considered a brucellosis free state. It isnow
faced with a large outbreak of the disease in dairy cattle. This outbreak,
according to the department, is mainly a result of infected animals bemg
purchased and imported from brucellosis infected states. The increase in
imported diseased animals occurred when the state’s free testing for bru-
cellosis was greatly reduced because departmental resources were divert-
ed to other recent animal disease outbreaks. During this period of
diversion, the dairy industry apparently did not continue the necessary
testing on its own to protect its investment in animals by using the services
of state approved private veterinarians.

Pastourization of Milk :
Brucellosis is a disease of cattle which may be passed from cattle to man
either through the use of unpasteurized milk or milk products or by
contact with the live, infected animal or its freshly slaughtered carcass. In
‘man the disease is lcnown as undulant fever. The presence of the disease
in dairy cattle is usually first detected by testing milk.
All commercially produced milk is tested quarterly for brucellosis by the




168 / AGRICULTURE AND SERVICES : Items 102-104

DEPARTMENT OF FOOD AND AGRICULTURE—Continued "

department’s Bureau of Animal Health. The three-month- 1nterval be-
tween testing precludes the program from being a primary public health
safeguard because animals can become infected between tests. The pri-
mary and contmumg public health protection from brucellosis contamina-

tion through milk is the pasteunzatmn of milk, not the quarterly testing
- of milk.

Carcasses Used for Meat

Under present law when dairy animals are tested by the state and found
to have or are suspected of having brucellosis, they are condemned as
“reactors” and sent to slaughter by the department The carcasses of
reacting cattle may be sold for fresh meat. The federal government and
the Department of Food and Agriculture indemnify owners of diseased
- animals for much of their loss due to condemmng areactor. This may tend
to diminish the interest of some owners in assuring that their herds are
free from infection.

The danger of infection t6 man does not occur from consurmng the meat
of reacting animals because chilling the carcass after the slaughtering

. process renders the disease organism virtunally incapable of reproducing.
Infection in humans occurs primarily from direct contact with live or
freshly slaughtered animals. Therefore the disease is mainly an industrial
safety problem confined to those coming in contact with live animals such
as farmers, veterinarians and slaughterhouse workers. The high incidence
of brucellosis infestation aniong persons contacting diseased animals and
among users of raw milk is shown in Table 1. {The data are for a past
period and are intended to show the location of infections. The recent
reoccurrence of brucellosis is not shown.) _

The above discussion indicates that the department’s animal health
effort to eradicate brucellosis offers limited protection to humans. Human
protection is primarily due to pasteurization of milk and refrigeration of
meat. The department’s efforts to eradicate brucellosis appear to be pri-
marily oriented toward protecting herd health,

In addition to the work of the department to eradicate bruceliosis, the
department has other control capabilities. The border inspection and inte-
rior quarantine inspection activities provide some ability to intercept
diseased animals being imported into the state or moved within the state.
The red meat inspection program has an interest in detecting diseased
animals being slaughtered. Finally, the hide and brand inspection pro-
gram should not knowingly permit transport of untested animals from
areas of known infection. It would appear that these activities are not
being effectively used by the department in view of the increase in brucel-
loms

- A complete review of the brucellosis program and all departmental

_efforts and the field organization related to it appears necessary. The
Department of Industrial Relations should participate in such a review to
assure that appropriate employee working standards are in effect or devel-
oped. The Department of Health should assure that standards for purity
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Table 1

Human Brucellosis Cases by Occupation -
And Probable Source of Infection

California
: 1958-1970
) Infections Infections InfacHons
Total® " dueto due to Cattle  due to Raw
Classification . Infections Cattle and Swine  Milk or Cheese
Animal Industry Employees
Packinghouse 9 16 17 - =
Rendering Plant T o1 5 —_—
Farmers ‘ '
Lwestock -1 6 1 —
Dairy 15 1l 3 1
Not Specified 1 - 1 -
Other Categories ‘ .
Housewives 23 — - 16
Children : 28 1 — 16
Veterinarian . 1 - 2 1 —
Other | ST I _2 o
Total of all Infections ..l 292 1) 3 80

*Totals include infections from sources other than cattle such as swine and accidents.

Source: State of California, Department of Public Health, Published in a Report on an Investigation of
the Occupational Problem of Brucellosis in Swine and Slaughterhouse Employees in California,
Senate Committee on Health and Welfare, March 17, 1971.

of milk and meat as well as the time, place and method of testing are

adequate to prevent human infection.

~ Insofar as respon51b1hty is concerned, it would appear that: (1) disease

prevention and control in the dairy herd which primarily benefits the

dairy and cattle industry should be carried out by either private
veterinarians under state license or by the Department of Food and

Agriculture with activities financed by industry, (2) disease prevention

among persons occupationally or industrially exposed is-an obligation of

the segment of industry involved and the Department of Industrial Rela-
tions, and (3) evaluating disease prevention standards to protect humans
is a responsibility of the Department of Health.

The reoccurrence of brucellosis in California cattle warrants the recom-
mended review of the state’s program to eradicate it.

Tallow Inspection

We recommend deletion of $52,179in Genera] Fhud support (Item 102)
for two proposed positions for export certification of tallow.

All animals and poultry and their products intended for sale as human
food or other uses in California are under inspection activities. The federal
government has responsibility for products in interstate or foreign trade
and the State Department of Food and Agriculture for intrastate products.

Two additional inspector positions in the meat inspection program are
proposed for the certification of tallow for export to Japan. These positions
are being budgeted at industry request. The department indicates that it
does not have an approved program for obtaining industry funding, and
that it is unable to assure us that funding will not come from the General
Fund. In addition, it indicates that there has been no acceptance from the
federal government of the proposed tallow certification program. The
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certification is primarily to assure that tallow from rendering plants is
" obtained from animls fit for human consumption. The department indi-
cates that while the inspection of animal products for export is a federal
.responsibility, the inspection of rendering plants is not. Consequently
exporting of certified tallow requires both state and federal certification.

Executive Offu':'e

We recommend that one professional and one clerical position being
transferred from the Secretary for Agriculture and Services to the depart-
. ment be approved for a transition period not exceeding six months and

that $15,000 for the remaining six months be deleted (Item 102).

The Governor’s Budget proposes to transfer one professional position
related to environmental matters and one clerical position from staff of
the Agriculture and Services Secretary to the department’s executive
office. The added General Fund cost to the department for these positions
is estimated to be $30,355 plus benefits. This transfer is part of the reduc-
tion in staff of the Secretary for Agriculture and Services. It involves no
net increase in state costs. ‘ , '

~ Currently at the department level, the Office of Administrative Services
has one special assistant who advises the department on environmental
matters, The budget transfer would set up another environmental office
at the departmental level within the executive office. The budget pro-
vides no justification for the new position.

The department should make the necessary administrative adjustments
to prevent an apparent duplication of positions from continuing indefi-
nitely. To accomplish this the transfer should be allowed only for a six-
month tran51t10n period. ' ,

Agrlculture and Services
SALARIES OF COUNTY AGRICULTURAL COMMISSIONERS

Ttern 105 from the General

- Fund ' Budget p. 192

Requested 197576 .....ccvrverrmencnenismninessesssssemsresassssaserasaens rerveeraens $174,900

Estimated 1974-75.......ovceennd veterissssaaeseseansresesanns eresssseresnsnesrvaneseres 174,900

ACtal 1973-T4 ....oovrvressrecessesseiesecesssssssssmsmasssssssassssssesssserassrs 172,150
Requested increase None- ' :

Total recommended reduction .................. eerereerer et te s : None

ANALYSIS AND RECOMMENDATIONé

We recommend approval.

This item appropriates funds in accordance with Sections 2221-2224 of
the Food and Agricultural Code, which provide for cost-sharing agree-
ments on agricultural commissioners’ salaries in order to prowde adequate
and uniform enforcemeént of applicable Agricultural Code provisions. This
appropnatlon makes available, through agreement between the Director
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of Agnculture and any county board of supemsors, a sum not to exceed :
$3,300 per year or two-thirds of the salary of each .commissioner, Wthh'
ever is less Fifty-two counties are parhcxpatmg in this program.

. Agriculture and Services
ASSISTANCE TO CITIES AND COUNTIES
- FOR LAND UNDER CONTRACT

Item 106 from the General ' _
Fund : Budget p. 192 .

Requested 1975-T6 ..ovorernirirsrsssssensssnsinrniesasssssssssssnsenes e - $446
Estimated 1974-T5.......ccnennn i, s 446
Actial 197374 ...t s st ans . 446
~ Requested increase None o . - :

Total recommended reduction .......... reresnenenens e encaens . --None

ANALYSIS AND RECOMMENDATIONS

We recommend approval,

The California Land Conservation Act (Chapter 1443, Statutes of 1965)
provided that owners of prime agricultural land, and other lands compati-
ble with agricultural uses, may enter into 10-year contracts with cities and
counties for the establishment of agricultural preserves to restrict the use

- of such land to agricultural purposes. The act also provided for an annual
payment by the state to counties of §1 per acre for land under the contract
with cities-and counties.

In 1969, the act was amended to elimninate the $1 per acre payment A
prevmusly existing $1 per acre payment of $446 for one contract in Fresno
County has been funded yearly.

Agriculture and Services
1A DISTRICT AGRICULTURAL ASSOCIATION (Cow Palace)

Item 107 from the General

Fund | Budget p. 200
Requested 1975-T6 .....ccviiircivrreecerrennrnrsrrecesesnronissssesessesnaens $218,000
Total recommended TedUCHON ..oo.vvvvvveecceeeee st eeeeesersesasas _ None

ANALYSIS AND RECOMMENDATIONS

We recommend approval, ‘

The Governor’s Budget has requested a loan of $218,000 for unprove-
ments to the Cow Palace consisting of $98,000 to reroof the north and south
exhibit halls, and $120,000 for added restroom facilities in the main arena.
Most of the work to be done was included in an appropriation last year
which was vetoed. Repayment of the loan would commence within one
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year of the retirement of the present Cow Palace loan from the General
Fund which has approximately $474,000 remaining to be repaid. The ad-
ministration estimates the present loan will be repaid within four years.

Agfic_ulture and Services
ENGINEERING SUPERVISION OF FAIR CONSTRUCTION
Item 108 from the Fair and Ex-

position Fund : - _ Budget p. 191
Requested 1975-T6 .........ocovrrricrinnerervonnnne eerteerarnsaeaetnreas reveerens $144,672
Estimated 1974-T5......cc.ovvicirmneeisnnccsnsassesssnesesssasssssssesssesssons 123,224
ACHUAL 1973-T4 .ccvvvvrersrvreeeeessersssssssssmessesssssssssssssassssessssssssesssssoes 86,349

Requested increase $21, 448 (30 percent)’ ‘ ‘
Total recommended redUCHON .. e et sreesssesns ~ None

ANALYSIS AND RECOMMENDATIONS

‘We recommend approval,

" This item appropriates the sum of $144,672 from the $2: 25 million con-
“tinuing statutory apprépriation payable from the Fair and Exposition
- Fund for county and district agriculture fairs or citrus fruit fairs. The
money is used for engineering services performed by the Division of Fairs
and Expositions of the Department of Food and Agriculture. The services
cover construction supervision on local fair projects financed under Busi-
ness and Professions Code, Section 19630, for (1) permanent improve-
" ments, (2) purchase of equipment for fair purposes, and (3) acquisition
'or purchase of real property, including appraisal and incidental costs.

In the budget year the department is requesting one new electrical
enginéer position at a cost of $16,524 plus benefits to assist in correcting
the electrical deficiencies of local fairs,
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WORKERS' COMPENSATION FOR DISASTER SERVICE WORK
Item 109 from the General

Fund : , . Budget p. 317
Requested 1975-T6 ...econrcccconmmnmnmnpesirsesescsssnesense Crertrerssenrsesannes $175,000
EStmated 1974-T5...ummereeermeensnenesssssssssssssssssssssssssssssssesnsns e 145,200
ACHIAL 197374 oo oaveseveresscssesseesessosssesssssssrsssssssssssesesssres et 113,336

Requested increase $29,800 (20.5 percent) '

Total recommended reduCHON  ......ccovivrerrerererensisiissssssssnens - None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item provides funds for the payment of workers compensation
benefits to volunteer personnel (or their dependents) who are injured or
killed while providing community disaster services. The total amount of
compensation paid fluctuates with the volume of both training-exercises
and actual emergencies such as fire, flood or earthquakes. Past experience
indicates the cost estimates prepared by the State Compensation Insur-
ance Fund, which administers the service, have been realistic.

MUSEUM OF SC!ENCE AND INDUSTRY
Item 110 from the General '

Fund ‘ . Budget p. 206
REQUESEEA 1975-76 ..vvurneeeeeresvvveesssisssssmmssssssssssssssasisasisssssssivasnns e $1,674,630
Estimated 1974-T5........cccummniniinasinssssmsisenmsmsssnssses 1,600,344
Actual 1973-74 ........co.e.. Heeseaiabsteri e reasseae e e e na T e b b a st st nasnasranen 1,356,598

- - Requested increase $74,286 (4. 6 percent) '
Total recommended augmentation ........cccceve..... reeereesnrrnrenanenn < $10,929 -
. . ) R ) - Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Program Cost Accounting. Augment ltem 110 by $10,929. 174
Recommend addition of one accountant position to business
office staff for development and implementation of pro-
gram cost accounting system.

2: Adminisiration. Recommend the museum be statutorily 175
separated from the Department of Commerce :

GENEHAL PROGRAM STATEMENT

Encouragement of public education in science and industry is the goal
of the museum which is locatéd in Los Angeles. The museum features
“exhibits depicting scientific progress, capabilities and accomplishments.
Through its education program it stirnulates interest in scientific careers.
The major portion of this program is financed by the Museum Foundation
Fund which is supported from private contributions. The museum also
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operates-26 acres of public parking for both its patrons and those of the
adjacent coliseum, sports arena and swimming stadium., These facilities
are located within the state-owned Exposition Park, which includes por-
. tions of land leased to the Coliseum Commission and to the City and
County of Los Angeles. In addition to providing security for its own facili-

ties, the museum is also responsible for security within Exposition Park.. '

ANALYSIS AND RECOMMENDATIONS
Table 1 summarizes staffing and expenditures for the museum.

Table 1
Budget Requirements of the Museum of Sclance and Industry

Personal Services K .
(in Man-years) Expenditures
: ; Actual . Eslimated H’opm‘ed Actual Estimated Proposed
’ Pmmm Io73-74 197475 197576 1973-74 197475 1975-76
Education «.......... 728 , 834 C 834 $1,164.971 $1,278,344 $1,331,154
Administration and " . ) S i : :
. Operation .........- 415 443 47 663,869 675,000 681 476
Total program ‘
[0 1143 127.7 126.1 $1,828840 - $1.957.34 $2,012,630
Reimbursements ...... —472,242 —357,000 —338,000
General Fund costs $1,356,598 $1,600,344 $1,674,630

The reimbursement figures represent actual and prOJected revenues
from the museum’s parkmg lots.

A minor increase in facilities operatmn, a 10 percent increase in. capxtal
'outlay and a 5 percent reduction in reimbursements account for most of
the proposed $74,286 (4.6 percent) increase in total General Fund support
for the budget year. A decrease in reimbursements is anticipated because
a décline in the number of events at the coliseum and at the sports arena
is expected to reduce the museum’s parking lot' revenues during the
budget year.

Museum Needs Expenditure Control and Cost Accounting

We recommend an augmentation of $10,929 for the addition of an ac-
countant I position to the museum’s business office staff and the develop-
ment and melementabon of a program cost accountmg and reporting
system.

During the last three fiscal years, the museum has had difficulty staymg
within its budgetary allotment for operating expenses and equipment. In
1971-72 the deficit in this category amounted to $16,528, and in the follow-
ing two years the museum incurred year-end operating deficits of $134,623
and $167,268, respectively. These cwerexpenditures were covered by
transfer of funds from the personal services category of the museum’s
budget and by Emergency Fund appropriations.

Although year-end deficits were partly caused by uncontrollable factors,

- such as utility rate increases, significant overexpenditures also occurred in
controllable operating expense items. We believe these cost overruns
could have been prevented, or at least minimized, with appropriate ac-
counting, reporting and control procedures. Monthly expenditure reports
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currently beéing prepared do not contain adequate detail by type of ex-.
pense, nor do they provide cost data for individual program elements or
activities. In addition, they are not prepared in time to be used effectively
for expenditure control

We believe that a program cost accounting system should be developed
and implemented to (1) accumulate the necessary cost data for program
elements (e.g., education, security, parking lot operations) and activities
{e.g., individual exhibits and seminars), (2) provide monthly budget allo-
cations to programs and program elements, and (3) provide timely
monthly reporting of expenditures and budget allotments. The system
should provide the museum’s management with the necessary informa-

tion to control expenditures and improve operating efficiency.

New Auditorium~ To Be Opérated From Proposed Budget

‘A new, 500-seat auditorium, built from private donations, was added to
the museum’s facilities in September 1974. It is used extensively in the
museum’s education program but is also available to the Los Angeles
public schools and other public organizations for educational, civic and
recreational programs. At the time of its donation to the state, it was the
understanding of the museum’s Board of Directors that operating costs of
the auditorium were to be borne by the state. However, the museum does
not have funds in its current budget for this purpose, so staff and mainte-
nance costs are partially covered by the Museumn Foundation Fund. No
funds are provided for auditorium operations in the budget year and we
understand that the Board of Trustees of the Museum Foundation Fund
has declined to finance these expenses in 1975-76 from the fund.

We believe that the implementation of expenditure controls, as outlined
above, should enable the museum to improve operating efficiency and
assume this additional responsibility within the proposed budget. Operat-

~ ing expenses of the auditorium should be identified for the budget year

so that a review of this activity can be made for the 1976-77 budget

Museum Should Be Independent Entity

We recommend that the museum be statuton]y separated from the
Departmnent of Commerce and established as an independent entity un-
‘der the Agriculture and Services Agency.

Currently, administrative responsibility for the museum is statutorily
assigned to the Department of Commerce. For budgetary and administra-
tive reasons, last year we recommended that the museum be established
as an independent entity with a separate budget item under the Agricul-
ture and Services Agency. This recommendation was accepted by the
Legislature and the museum was established as a separate budget item,
but its statutory separation from the Departmeént of Commerce was not
accomplished. Therefore, we again suggest legislation to establish the
museum as an mdependent entity under the ‘Agriculture and Services
Agency, .
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Agriculture and Services Agency _
DEP'ARTMENT OF CONSUMER AFFAIRS

.Items 111 151 from various

funds . . _ : _ Budget p. 208
Bequested 1975-T6 ........ccocerieerrsrnrsirmrmmimiosessssssesssesessesessrerssessens $25,519,478
ESHINAE 197475 oo oososreeereesreseosmesieseessesseesessressessree | 93,645,558
ACTAl 19T3-T4 ......oviimrees e ssssssns bt s ensassssaserinsesssntessasssans 19,489,671

Requested increase $1,873,920 (7.9 percent) ‘

Total recommended augmentatxon ............................................ 44,900
Peniding .....ocvcirsinmvrerrnesivnssssssssnssserersessrasmrmsssssssssssssonsssssssssssecananes 91,028,607
. 1975-76 FUNDING BY ITEM AND SOURCE
Item . .+ Description ) Fund Amount .
a1 " Board of Behavioral Science Ex-  Board of Behavioral $197,721
- . " - aminers, Science Examiners .
12 - Board ol-' Clm-oprachc Exannners State Board of 171,146.
‘ ‘Chiropractic Exam-
o iners - : o
113 Board of Dental Examiners State Dentistry LI117,815
. 114 Stlzlaltle Board of Guide Dogs for the General 12,120
R Blind
115 . Board of Medical Examiners Board of Medical 3,071,743
L - : Examiners Contin-
o gent
116 Hearing Aid Dispensers - Hearing Aid Dis- 99,937
. ) ’ . pensers )
117 Examining Committee Physical Therapy 116,561
118 " Examining Committee " Speech Pathology 114,998
‘ and Audiology Ex- :
) amining Committee
19 - Board of Examiners of Nursing Board of Examiners 155,474
+ Home Administrators of Nursing Home
Administrators
120 . - Board of Optometry State Optometry 204,486
121 Board of Osteopathic Examiners ~ Contingent Fund of 95,106
o the Board.of Os-
teopathic Examin-
] ' ers _ :
122 " Board of Pharmacy ‘Pharmacy  Board 792,509
. o i Contingent . :
123 Board of Registered Nursing Board of Registered 1,490,100
o Nursing
124 - Board of Examniners in Vetennary Veterinary Examin- 183,858
) Medicine ers Contingent
125 Animal Health Technician Exam-", Animal Health 33,242
ining Committee - Technician Examin-
o ) ing Commiltee
C.126 Board of Vocational Nurse Vocational  Nurse 879,048
‘ and and
- 127 - Psychiatric Technician Examiners  Psychiatric Techni- 166,827
’ cian Examiners
128 Board of Accounfancy . Accountancy 744,256
129 _ Cemetery Board Cemetery Fund 107,245
130 Bureau of Collection and Collection Agency 296,565
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131
- 132
133
134

18
1%
137
138
139
140
141
142
143

144
45

146
147
148
149
150

151

Investigative Services

Board of Registered Corlstruction

Departmental Admmnstrahon

Private Investigator

. i and Adjusters
" ‘Tax Preparers’ Program Tax Preparers
Board of Architectural Examiners . Calif. State Board of
: : " Architectural  Ex-
aminers

ConstrucHon  In-

Inspectors spectors Registra- -
- . tion Board

Contractors' State License Board Contrictor's Li--
Board of Registration for Geolo- Geology and Geo-
gists and Geophysicists physics
Board of Landscape Architects State Board of

. . : Landseape Ar-

chitects _
Board of Registration for Profes-  Professional Engi-
sional Engineers neers
Structural Pest Control Board Structural Pest Con-
‘ trol
State Athletic Commission Ceneral
Bureau of Automotive Repair Automotive Repair
Board of Barber Examiners State Board of Bar- -
: ber Examiners

Board of Cosmetology Board of Cosmetol-

: ogy Contingent
Bureau of Employment Agencies  Bureau of Employ-

ment )
Beard of Fabric Care .-~ Fabrie Care
Board of Funeral Directors and = Funeral Directors
. Embalmers and Embalmers
Bureau of Home Furnishings Bureau of Home
‘ Furnishings '

Nurses’ Registry - Nurses’ Registry
Burean of Repair Services Repair Services
Certified Shorthand Reporters  Certified Shorthand
Board Reporters

Consumner Affairs*
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'412990

29709

05348

955,457

5,382,211

94,756

| 58,885

1,090,430
1,019,865
304,602
1,932,308
514.708
1,329943
426,906

534,212
194,161
663,513

19,822
576,002
12,255

(7,020,614)

$25,519 478

* Revolving fund established to pay administrative costs. Revenues denved from pro rata charges to
boards and bureaus.

SUMMARY OF MAJOR ISSUES AND RECOMMENDATONS

1.

2

New Training Officer Position. Reduce $20,136. Recom-
mend deletion of proposed training officer p031l10n
Attorney General charges. Pending $1,3258607. Recom-
mend withholding approval of charges for Attorney Gen-
eral services pending substantiation of proposed charges.

. Division of Consumer Services. Augment $65,036. Recom-

mend establishing four additional consumer services repre-
sentative positions.

. Bureau of Automotive Repair. Recommend transfer of ve-

hicle emission inspection program -(Chapter 1154, Statutes
of 1973} and eight support positions to Department of Motor
Vehicles.

. Executive Secretaries. Recommend legislation to provide

- .. for appointment of executive secretaries by the department

director.

. Public Board Members. Recommend legislation to in-

crease public membershlp of hcensmg boards.

181"
181 -

182

183

184

184
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e
7. Special Funds. Recommend legislation to abolish special 11)885;
funds and in turn support department from General Fund.
8. Bureau of Automotive Repair Toll-Free Telephone Lines. 185
Recommend Audits Division in Department of Finance au-
dit use of lines to determine cost effectiveness.
9. Consumer Services Coordinators. Recommend transfer- 185
. ring one coordinator from Los Angeles to San Francisco.
GENERAL PROGRAM STATEMENT

The Department of Consumer Affairs was established by the Consumer
Affairs Act (Chapter 1394, Statutes of 1970) as the state agency responsible
for promoting consumerism and protecting the public from deceptive and
frandulent business practices.

Subject to such authority as is conferred upon the director by specific
statute, each of the present 34 boards or bureaus within the department
has the statutory objective of regulating an occupational or professional
group in order to protect the general public against incompetency and
fraudulent practices. Each agency seeks to .accomplish its objectives
through licensure and the enforcement of laws, rules and regulations.
. Licensing involves the issuance and renewal of licenses or certificates or
a registration procedure. It also includes the establishment of curricula,
school accreditation and required experience periods. Enforcement ac-
tivities include inspections, investigations, and administrative hearings
(before an officer of the Office of Administrative Hearings) or court
proceedings.

The Division of Consumer Services was estabhshed by Chapter 1399,
Statutes of 1970, as the department’s administrative unit responsible for
processing consumer complaints which do not come within the jurisdie-
tion of the hoards or bureaus. Since its inception, the division has assumed
a major portion of the department’s consumer protection responsibilities,
including processing requests for information, compiling data and statis-
tics, preparing consumer resource materials, conducting research
projects, and conducting counseling programs in disadvantaged areas.

The departient’s Division of Investigation provides investigative and
inspection services for most constitutent agencies. However, a few boards
and bureaus have their own inspectors and investigators. Boards and bu-
reaus are charged $15.51 per hour for inspections and $18.23 per hour for
investigations by the division.

The Division of Administration provides centralized services such as
accounting, budgeting, personnel management, internal auditing, legal
assistance and building operation and maintenance. The costs of the Divi-
sions of Administration and Consumer Services are largely distributed on
a pro rata basis to each constituent agency. Exhibit 1 depicts the organiza-
tion of the Department of Consumer Affalrs

ANALYSIS AND RECOMMENDATIONS ~

' The net budget request for the department is $25,519,478 which is $1,-
873,920 or 7.9 percent above estimated net expenditures for the current
year. Reimbursements of $12,195,416 to the Automotive Repair Fund from
the Air Resources Board and undistributed administrative costs estimated
at $959,803 will produce a total expenditure program of $38,674,697. The
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Organization of the Deportment of Consumer Affairs -
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department’s administrative costs which are estimated at $7,020,614 in the
budget year are displayed in Item 151. $6,060,811 of the total administra-
tive costs are distributed on a pro rata basis to the boards and bureaus in
the department. The remaining $959,803 of administrative costs will be
paid from the Consumer Affairs Fund (not a budget item) which was
established as a revolving fund pursuant to Sections 203 and 405 of the
Business and. Professions Code to facilitate the paying of administrative
expenses.

'Most of the increases requested by the hoards and bureaus result from
- the effects of inflation on operating costs, a projected 10 percent increase
in Division of Investigation services and the increased cost of electronic
data processing services purchased from the Board of Equalization.

The budget requests of several boards reflect the enactment of new
legislation, new administrative rulings, and recent court decisions.

Chapter 923, Statutes of 1974, abolished the Council on Continuing
Education for the Health Occupations. The council was established in 1972
to develop continuing education standards for registered and vocational
nurses and psychiatric technicians. The Approved Control-Continuing
Education Services Section (ACCESS), however, will continue to provide
application forms and procedures to persons or institutions offering
courses or programs of continuing education. Funding for operation of the
ACCESS is shared equally by the Board of Registered Nursing and the
Board of Vocational Nurse and Psychiatric Technician Examiners.

The budget request of the Board of Dental Examiners (Item 113) re-
flects the addition of one assistant executive secretary position and four
clerical positions to implement Chapter 128, Statutes of 1974. Chapter 128
established a nine-member committee on Dental Auxiliaries to assist the
board in delineating the functions and specifying the qualifications of
classes of dental auxiliaries.

The budget request of the Board of Osteopathic Examiners (Item 121)
reflects the addition of one executive secretary position, one clerical posi-
tion and 1.1 man-years of temporary help to commence licensing os-
teopaths pursuant to a State Supreme Court decision (DAmico et al. v.
Board of Medical Examiners et. al,, Board of Osteopathic Examiners et
al.). The court’s decision overturned Propdsition 22 (1962) which prohibit-
ed the licensing of any new osteopaths by the board after a certain date.

The budget request of the Board of Examiners in Veterinary Medicine
- (Item 125) reflects the addition of one clerical position and 0.2 man-years

of temporary help to implement Chapter 1223, Statutes of 1974. Chapter
1223 established a seven-member Animal Health Technician Examining
Committee to assist the board in determining functions which may be
legally performed by individuals who are registered to perform animal
health care services.

The budget request of the Bureau of Automotive Repair (Item 141)
reflects the addition of one assistant automotive equipment standards
engineer, one station and vehicle inspection specialist and one clerk-typist
II for enforcement of highway emissions standards for heavy duty diesel
vehicles 6,001 pounds and over. This program has been mandated to begin

'in 1975 by Title 13, Section 2160 of the Administrative Code. The bureau
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is required to establish rules and regulahons in order to lmplement an
official stations inspection program. ‘

Improper Budgetary Practice

We were critical of the Depart‘ment of Consumer Affairs during the
1973-74 budget hearings for improperly funding seven administrative po-
sitions from the Automotive Repsir Fund. The department made a_com-
mitment to the Legislature that this improper budgetary practice would
be terminated. However, the department is currently funding one clerical

. position in the public mformahon office from the Automotive Repair

Fund. This situation violates the department’s commitment to fund ad- .
ministrative positions correctly. We also note that the department has not
been able to provide data required to evaluate increased staffing and
funding requests throughout the entire budget cycle. .

New Position (Departmental Administration)

We recommend deletion of proposed trauung officer poszbon for a
savings of $20,136.

The department is requesting a training ofﬁcer position to familiarize
incoming personnel with the operation of the department. In our judg-
ment, a training officer would not improve the efficiency "of personnel
because of the independent nature of the 34 separate boards and bureaus
in the department. Responsibility for this function can be assumed by each

+ executive secretary or supervisor. Furthermore, the department does not

have a large turnover in staff. If the department wishes to familiarize -
incoming personnel with its operation and its policies, a pamphlet could
be prepared for employees

Attorney General Charges

We recommend that approval of the department’s Attorney General
charges ($1,325,607) be withheld pending justfication of such abarges by
the Attorney General,

The Attorney General represents the boards and bureaus in matters

~ regarding the denial, suspension or revocation of a license before adminis-
‘trative hearings and appeals, and before federal and state courts. The

Attorney General proposes to add a significant number of attorney and
clerical positions to his staff in the budget year to handle the department’s
legal workload. Budget year costs for these services are estimated at $1,-
328,607. Current year expenditures have been revised to $1,104,032. -

Dependmg on the number of positions that will be added by the Attor-
ney General, $1,328,607 may be insufficient to cover the costs of the de-
partment’s legal workload. If this amount is insufficient, as we anticipate,
the boards and bureaus in the Department of Consumer Affairs will have
to request budget augmentations during the 1975-76 fiscal year.

We récommend that before the Legislature approves the $1,328,607 in
the department’s budget for Attorney General services, the Attorney
General explain the basis for a projected 20 percent increase in charges,
his method of billing the boards and bureaus for services, and the number
of new attorney and clerical positions required to absorb the department’s
workload. Table 1 depicts the department’s Attorney General charges by -

‘board and bureau for the current and budget years.
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Table 1 g
Attorney General Charges . .
Revised 1974-75 Propased 1975-76
. Attorney General . Attorney General
] Charges Charges

" Board of Behavioral Science EXaminers ... . $5,000 $10,000
Board of Chirgpractic Examiners ..... . 9,000 11,000
Board of Dental Examiners : .- 37,500 . 50,000

. State Board of Guide Dogs for the Bhnd PO L Lo00 . L100
Board of Medical Examiners 136,000 200,000
Hearing Aid Dispensers ‘ 1,000 1,500
Physical Therapy Examiners Commission........mmmiees 1,000 1,250
Speech Pathology and Audiology Examining Committee .. 2,000 2,000
Board of Examiners of Nursing Home Administrators ........ 164 3,000
Board of Optometry 25,000 98,000 .
Board of Ostecpathic Examiners 1,500 . 1,700
Board of Pharrnacy . : 44,000 55,000
Board of Registered Nursing 44,500 - 60,000
Board of Examiners in Veterinary Medicing ........couesmmmann: 8,000 12,000
Animal Health Technician Examining Committee ....ur-.. - . —
Board of Vocanonal Nurse and Psychlatnc Technician Ex- .

arniners 26,120 . 63,500

. Board of Accountancy 20,000 - 22,500
Cemetery Board . . 1,500 1,650
Bureau of Colleetion and Investigative Semces .................... 27000 - 33,500
Tax Preparers’ Program 3,000 5,000
Board of Architectural Examiners : 4,100 5,300
Board of Registered Construetion Inspectors. ........oummsrereer- 2,000 3,500
Contractors’ State License Board 400,743 385,257
Bouard of Registration for Geologists and Geophysicists ...... 10,000 6,500
Board of Landscape Architects 300 350
Board of Registration for Professional Engineers ... 28,000 32,000
Structural Pest Control Board 84,100 93,300
State Athletic Commission -
Bureau of Automotive Repair 30,000 35,500
Board of Barber Examiners 3,000 10,000
Board of Cosmetology ‘ , 79900 - 94,700
.Bureau of Employment Agencies 26,000 ’ 32,000
Beard of Fabrie Care . o 4,500 6,000 °
Board of Funeral Directors and Embalmers ... . 6,000 6,700

_ Bureau of Home Furnishings ... . 1,000 3,000

" Nurses” Registry 1,600 1,700
Bureau of Repair Services 16,000 ’ 18500
Certified Shorthand Reporters Board ...................................... 1,500 1,600

Total ....... : o $1,104032 $1,328,607

Division of Consumer Services (Augmoﬁtation for New Positions).

We recommend that the budget of the Division of Consumer Services
be augmented by $65,036 in order to establish four additional consumer
services representative positions.

The department’s Division of Consumer Services is responmble for re-
ceiving and processing complaints which do not come within the jurisdie-
tion of the boards and bureaus. The division’s complaint handling unit is
located in Sacramento. Therefore, complaints which are filed outside of
Sacramento must be forwarded to headquarters for processing. In order
to enable the division to resolve nonjurisdictional complaints where they
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were filed and terminate the delay associated with forwarding complaints
to Sacramento, we recommended last year before the Assembly Commit-
tee on Ways and Means that three consumer services representative posi-
tions be established in Los Angeles and one in San Francisco. Funding to
implement this recommendation was approved by the Legislature but
subsequently vetoed by-the Governor. In our Judgment the four positions
are still needed because the complaint workload in Los Angeles and San
Francisco is growing and the d1v1310n conl:mues to forward complamts to
Sacramento.

Vehicle Emission Inspection Program (Chapter 1154, Statutes of 1973)

We recommend transferring this program and eight support positions
to the Department of Motor Vehicles.

Under provisions of the Automotive Repair Act {Chapter 1578, Statutes
of 1971) the mission of the Bureau of Automotive Repair (BAR) is to
protect the. public from fraudulent automotive repair prachces Accord-
ingly, the bureau licenses and regulates automotlve repair dealers and
official lamp, brake, and smog stations.

Chapter 1154, Statutes of 1973 required the BAR to unplement a pilot
program of penodm mandatory vehicle emission inspection for all light
duty vehicles registered in Los Angeles, Orange, Riverside, San Bernar-
dino, Santa Barbara, and Ventura Counties. Implementation of the pro-
gram was to commence in July 1974 with the activation of six inspection
lanes in Riverside County for testing equipment and procedures. Howev-
er, the program is now almost one year behind schedule.

The BAR was willing to assume the responsibility for implementing the
vehicle emission inspection program at a time when no other state agency
would agree to take it. Therefore, this organization was designated by the
Legislature as the unit responsible for the program. After extensive study
and research, we have determined that the statutory responsibility for
implementing this program should be transferred to the Department of
Motor Vehicles (DMV), In our judgment, administration of the vehicle
ernission inspection program does not fall within the mission of the BAR.
However, DMV appears to us to be the ideal and loglcal organization to
carry on and implement the program Wthh is now in an early stage of
development.

On page 337 of the Analys1s under the Department of Motor Vehicles
(Item 205), we explain in detail why DMV should have statutory authority
for the program and discuss the greater capability of DMV to unplement
the program in a more efficient manner.

- POLICY RECOMMENDATIONS

- The Governor’s Reorganization Plan No. 2 of 1970 renamed the Depart- '
ment of Professional and Vocational Standards the Department of. Con- -
sumer Affairs, The Consumer Affairs Act {Chapter 1394, Statutes of 1970,
operative July 1, 1971) expanded the authority and responsibility of the
department as a consumer- affairs agency. The stated objectives of the
Consumer Affairs Act are to promote and protect the interests of consum-
ers by facilitating the proper functioning of the free enterprise market
economy through (1) consumer education programs, (2) consumer pro-
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tection from the sale of goods and services by deceptive methods, acts, or’
~ practices which are inimical to the general welfare, (3) the fostenng of
competition, and (4) the promotion of effective governmental represen-
tation of consumer interests.

It appears, however, that the department has not been fully able to

-implement the spirit of the Governor’s Reorganization Plan No. 2 or the
policy statements in the Consumer Affairs Act partly because of the
‘method of appointing executive secretaries, the composition of constitu-
ent boards and bureaus and the special fund nature of their support. We
believe, therefore, that legislative attention to the following problem areas
is necessary in order to strengthen the department s role as a consumer
affairs agency.

1. We recommend that. the dmector of' the department appoint the
execulive secretaries of the boards. Presently bureau chiefs, e.g., the Chief
of the Bureau of Automotive Repair, are appointed by the Governor,
while executive secretaries of boards, e.g., the Executive Secretary of the
Board of Fabric Care, are appointed by their respective boards. We be-
lieve that if the department is to be a unified agency rather than 34
semi-autonomous boards acting independently of each other and the di-
rector, it is imperative that the department director have the power to
appoint executive secretaries.

2. We recommend that more public members be placed on the depart-
ment’s licensing boards. In past years, our office has raised the question
of whether the department’s boards are properly formulated to represent
the public interest and welfare in-the most effective manner. This ques-
tion has particular relevance in view of the department’s new name and

- consumer protection responsibilities. We believe that regulatory bodies
should not be composed mainly of licensees of the vocation or profession
which is being i'egulated. Accdrdingly, we recommend that the composi-
tion of the various boards in the Department of Consumer Affairs be .
changed to include more public members.

. 8. We recommend that the special funds relating to the various boards
and bureaus be abolished and in their place the department be supported
from the General Fund which would also receive the revenues now placed
in the special funds. We believe that numerous special funds tend to
obscure the state’s financial position and remove selected activities of
government from the same review and public scrutiny which would be-
received-if they were a general tax burden. If the Legislature were to
abolish the 38 special funds that support the department (the State Ath-
letic Commission and the Board of Guide Dogs for the Blind are funded

from the General Fund) and then fund the department (including the .-

Division of Consumer Services) from the General Fund, we believe that
the Department-of Consumer Affairs would have greater flexibility to
apply resources to changing workload needs than is the case under the
present special funding mechanism. Implementation of this recommenda-
tion would also help eliminate the proprietary attitudes which tend to
characterize special fund activities and increase the director’s influence
over.the preparation of the department’s budget and the proper setting
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of fees to insure that each board and bureau is self-supporting.

Operational Changes

We make two recommendatlons toi unprove the operatlon of the depart-
ment.

1. We recommend that the Audits. .DJVISIOH in tbe Department of Fi-
nance audit the use of the toll-free telephone Iines at the Bureau of Au-
tomotive Repair to determine their cost effectiveness. )

Since the Bureau of Automotive Repair became operative on July 1,1972
it has maintained statewide tollfree telephone lines at a current cost of
$115,200 per year ($9,600 per line per year). The cost per line was in-

“creased 60 percent in August. 1974 from $6,000 per line to the present
$9,600 per line.

- Because the cost of the toll-ﬁ'ee lines is 16 cents per minute while the
pnme -time cost for the state’s Automatic Telecommunications Switching
System (ATSS) is eight cents per minute and nonprime-time cost is two
cents per minute, we recommend that the Audits Division in the Depart-
ment of Finance audit the use of the toll-free lines to determine their
cost-effectiveness. The division should study the possibility of reducing the
number of toll-free linesby integrating use of the remaining lines with the
state ATSS system.

2. We recommend that one of the two consumer services coordinator |
positions in Los Angeles be transferred to San Francisco.

Three consumer services coordinators represent the department at the
local level, coordinate consumer protection groups and address interested
groups regarding consumer problems. Two of these coordinators are locat-
ed in Los Angeles and one in Sacramento. We recommend that one of the
two coordinators in Los Angeles be transferred to San Francisco because
sufficient workload does not exist in Los Angeles to justify two coordinator
positions while San Francisco has sufficient workload to employ one coor-
dinator. Transferring one coordinator position to San Francisco would
place one consumer services coordmator in each of the three major popu-
lation centers of the state. :

Lack'of Responsiveness to,LegIsletive Requests

The department was specifically requested by the Supplementary Re-
port of the Committee on Conference (Budget Bill of 1974) to submit
reports on several subjects to the legislative fiscal committees. The results
of these requests are summarized hereafter.

1. Pilot Program for Centralized Complaint Hdna’]mg The Supple-

mentary Report recomimended that the department submit a report by
letter to the chairmen of the legislative fiscal committees by November
‘1, 1974 on the feasibility of establishing a pilot program for centralized
complaint handling. The letter was to specify the advantages and disad-
vantages of such a centralized system, estimated cost savings, if any, and
prowde a list.of six boards and burcaus recommended for participation in
such a pilot program.
. The department submitted a report to the Jomt Legislative Budget
Committee during November 1974. In it the department states that only
bureaus, e.g., Bureau of Repair Services, could legally participate in a

887059
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centralized complaint handling pilot project. Boards could not participate
because they are not responsible to the director. The report estimates that
the pilot project would be conducted for six months, would require one
additional consumer services representative position and one additional
clerical position and would cost approximately $22,393. The report, which
was prepared by the department’s management analyst staff, concludes
that complaint processing effectiveness would not be improved by the
centralization of complaint handling due to logistical and training prob-

. lems. Improved effectiveness in ‘complaint processing would result, ac-

cording to the report, from a more systematic monitoring and evaluation
of complaint-handling activity within the department by the management
analyst staff.

In our judgment, this report is not responsive to the intent of the lgisla-
tive request.

2. Space Problems in Consumer Affairs Building. The Supplementary
Report recommended that the department report by November 1, 1974
to the Chairman of the Joint Legislative Budget Committee and to the
chairmen of the legislative fiscal committees on space problems in the
Consumer Affairs building. The report was to include the dollars spent by
the department on leased space in Sacramento, the square footage of such
leased space, and recommendations for legislative action to reumfy the
Department of Consumer Affairs in' one building.

In response to this request, the department states that the Consumer
‘Affairs building houses most of the department’s personnel and the Board
of Equalization. The rapid growth of the Department of Consumer Affairs
in recent vears has required various boards to lease privately owned space
at seven different locations in Sacramento. The department states in the
report that it favors completion of the Consumer Affairs building annex
in order to provide enough space to reunify the department and provide
additional space for the Board of Equalization. Feasibility. studies con-
ducted by the Department of General Services in 1972 apparently sup-
ported completion of the annex. The report does not provide information
regarding the completion cost of the annex or projected savings which
would eventually result from such completion. _

- 3. Effectiveness Measures for Boards and Bureaus. The Supplemen-
tary Report recommended that the department, in cooperation with the
Audits Division of the Department of Finance, develop effectiveness
measures for its constituent boards and bureaus and report the results to
the Chairman of the Joint Legislative Budget Committee and the legisla-
tive fiscal committees by December 1, 1974. - ‘

To date this office has not received a response to this request.

‘4. Bureau of Automotive Repair (Workload Standards). The Supple-
mentary Report recommended that the Bureau of Automotive Repair in
cooperation with departmental administration, develop workload stand-
ards for its consumer services representatives and field representatives
and include these standards in the narrative of the 1975-76 program
budget.
~ Ina memorandum the bureau states that it utilizes 15 consumer servrces
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representatives and that each representative handles 270 complaints per
month. The memorandum does not address itself to workload standards
for consumer services representatives or field representatives and these
standards are not included in the narrative of the 1975-76 budget.

5. Contractors’ State License Board {Warning Letters). The Supple-
mentary Report recommended that the Contractors’ State License Board
develop and utilize a warning letter system for licensee violations.

The board advises -us that licensees are notified of complaints filed
against them. However, the board does not intend to develop and utilize
a warning letter system because of assoc:ated costs and the effect on
clerical workload.

6. Contractors’ State L.rcense Boara’ (Workload Standards) -The Sup-
plementary Report recommended that the board, in cooperation with the
departmental administration and the Department of Finance, establish
reasonable workload standards for investigatory personnel and include
these standards in the narratlve of the 1975-76 program budget supple-
ment.

To date we have been unable to obtain any information regarding
workload standards for investigating personnel from the board These
standards are not contamed in the 1975—76 budget. -

. STATE FIRE MARSHAL

Item 152 from the General o -
Fund ~ Budget p. 266

. Requested 1975-76 ......ccooocee. resseessmsssssisesssresssniessssssionss | $2,145,006
Estimated 1974=T5....corirvsnereriseeresssseresssssssrissasssss st ssssssessssans “ 2,061,295
ACHUAL 19734 occomercrrmirimmncrsgessimemeemssersessmesneres 1,462,074

Requested increase $83,711 (4.1 percent)
Increase to improve level of service $28, 500

Total recommended reduction ........ SO N None
. ' . Analysis.
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS \ page

1. Cargo Tank Registration. Recommend approval of clerk 189 -
typist II for one year only,

ANALYSIS AND RECOMMENDATIONS

The basic objectives of the State Fire Marshal’s Office are to prevent the
loss of life and property by developing ways to protect the public from fire
and panic. To achieve these objectives the State Fire Marshal prepares and
adopts minimum statewide standards, aids in enforcement of laws and
regulations, and disseminates information relative to public fire safety.
Enforcement of the standards is the responsibility of local fire authorities
except in state-owned buildings, cargo tanks used in the transportation of -
flammable liquids and where no local authority exists: In these excepted
cases the State.Fire Marshal assumes enforcement responsibility.

Within the State Fire Marshal’s Office there are three major elements:
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(1} enforcement, (2) analysis and development and (3) adrmmstratmn
The budget request is for 2,145,006, an inicrease of $83,711 (4.1 percent)
over estimated expenditures in the current year. However, the total
proposed budget for the State Fire Marshal is $3,226,105 due to reimburse-
ments for contracts with the Office of Architecture and Construction
(schoolhouse plan checking), Department of Health and the Division of
Industrial Safety in the Department of Industrial Relations. The Depart-
ment of Health contract provides for State Fire Marshal inspection and
enforcement of fire and life safety codes associated with health care facili-
ties. The contract with Industrial Relations provides for State Fire Marshal
facility inspection and code enforcement related to the California Occupa-
tional Safety and Health Act- (Cal -OSHA). :

Enforcemant

‘This element consists of nine components ‘concerning building occu-
pancies, portable fire extinguisher servicing concerns, fireworks, transpor-

tation of flammable liquids and occupational safety and health.

Enforcement is conducted on a two phase basis (1) review of construction
plans and (2) on-site mspectlon The State Fire Marshal anticipates that.
this element will require 102.5 man-years at a cost of $2,387,318, an in-
crease of $61,946 (2.7 percent) above current year expenditures. Of this
amount $1,046,099 is reimbursed as indicated in Table 1. It is anticipated
that this element will review approximately 6,500 construction plans and
conduct over 17,000 on-site inspections during the budget year. This
represents an increase, over 1973-74 output, of 350 construction plan re-
views and 5,000 on-site inspections. These increases are principally due to

- the contract related to Cal-OSHA and will occur in both the current and

budget years.

Within this element the State Flre Marshal provides services under
contract to the Office of Architecture and Construction (school house plan
checking), Department of Industrial Relations (Cal-OSHA) and Depart-

‘ment of Health. The reimbursed costs and man-years associated with these

contracts are as shown in Table 1.

. Table 1

Contract Reimbursements
to the State Fire Marshal

‘ Reimbursed
Corifract 7 - Man-Years Cost
" QAC ; . 3 §77,000
Industrial Relations 165 988,192
Department of Health feasessinea . 30 628,907
Total : : 495 © $994,000

In addition to the amount shown in Table 1, this element receives
$51,000 in reimbursements related to licensing fire extinguishers, prowd— :
ing a total reimbursement of $1,046,099.

The establishment of a State Board of Fire Services, created by enact-
ment of Chapter 1197, Statutes of 1973, (AB 1805) required that the Fire
Marshal’s 1974-75 budget be increased by $28,500 to provide for a deputy
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state fire marshal III, who would act as the executive secretary of the
board, and one clerk typlst These positions are continued in the 1975-76
request. .

Analysts and Development

We recommend that the proposed new clerk typist IT Pposition be ap-
proved only to fune 30, 1976.

This element contains five components concerning (1) approval and
listing service, (2) consumer protection, (3) public information and train-
ing, (4) fire statistics and (5) fire investigations. The budget request for
this elernent is for 35.5 man-years and $838,787, an increase of $21,765 (2.7
percent) over current year expenditures. Of this amount approximately
$35,000 is reimbursed from the listing of building materials.

Funds are included under this element to provide one position to ac-
commodate the increased workload associated with the biennial (re-
quired in 1975-76) registration of cargo tanks used in the transportation
of flammable liquids. This biennial workload increase has historically been
accommodated by a position increase designated in the budget for one

-year only. This funding method has worked satisfactorily in the past and
we believe it should be continued. However, the Governor’s Budget indi-
cates that this position will be used on a continuing basis to meet increased
clerical workload in this element. The apparant workload increase is relat-
ed to a need for mail messenger service. This service should be provided
through the Department of General Services- {as discussed under Item
155) and should not require an addltlonal position in the Fire Marshal’s
Office. ‘

Administration

This element provides planning; coordination and application of statisti-
cal, physical and technical information. For accounting purposes the cost
of this element is distributed to the enforcement and analysis develop-
ment elements in the amount attributable to each.

FRANCHISE TAX BOARD
Item 153 and 154 from the Gen-

eral Fund . = Budget p. 268
Requested 1975=T6 ....ooerecceeinninnninisesere st seseseseseseaes $44 756,973
EStimated 1974-T5.....ccoveirrererereresniessivssssresrstesseresssssssseessmonsssssaons - 41,327,797
Actual 1973-74 ............. T - 36,996,923

Requested increase $3,429,176 (8.3 percent) : _
Xotal recommended reductmn .................................................... $274,789
1675-76 FUNDING BY ITEM AND SOURCE Analysis
Item Description Fund Amount page

1583 General Support of Franchise General C $44.632973 189
Tax Board - :
154 . Legislative Mandate for ‘General ' 124000 - 200 .

Reimbursing Local Costs
‘ $44,756,973
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS ‘page

1. PIT Withholding Contract, Reduce $274,789. Recommend 193
reduce funds for PIT withholding contract to estimates of
actual -cost of contracts with Employment Development
Department and Departmeni of Benefit Payments.

2. PIT Withholding Contract Review. Recommend Depart- 193

. ment of Finance evaluate withholding contract and activi-
ties of Department of Benefit Payments pursuant to
contract and report recommendations to the Legislature by
December 1, 1975.

3. Political Reform Audit. Recommend board report on proce- 199
dures for evaluating Political Reform Audit program and its '
_estimating methodology by September 1, 1975.

GENERAL PROGRAM STATEMENT

The Franchise Tax Board is comprised of the Director of Finance, the
Chairman of the State Board of Equalization and the State Controller. The
board has vested its administrative responsibilities in an executive direc-
- tor. It has continuing responsibilities in the administration of three major
tax programs. These are:

1. The Personal Income Tax program which is the second largest source

of state revenues. Major activities in this program are collecting taxes
. withheld by employers, which is done by means of a contract with

the Department of Benefit Payments; processing quarterly estimates

of tax Habilities; processing eight million individual returns filed an-

nually; verifying and auditing returns to insure taxpayer knowledge

of and compliance with the law; and making refunds of overpaid
-taxes or collecting tax monies due the state.

2. The Bank and Corporation Tax program which provxdes more than
15 percent of the state’s revenues. Program activities are similar to
those in the Personal Income Tax program with the additional func-
tion of determining the taxable income of non-California corpora-
tions which is attributable to California and the amount of tax due to
the state on that income.

3. The Senior Citizens’ Property Tax Asswtance program Wthh results
in payments for property tax relief to-more than 350,000 eligible
senior citizens.

Substantial changes and growth occurred in all of these programs asa

result of legislation enacted in recent years. The most significant of these
. statutory changes—income tax withholding, senior citizens’ tax assistance,
and quarterly payments of bank and corporation tax liabilities—were eny

bodied in Chapter 1, Statutes of 1971, First Extraordinary Session. We have

discussed the effects of these changes in detail in previous Analyses.
The Political Reform Act of 1974, a statewide ballot initiative (Proposi-
tion 9) adopted by the voters in June 1974, has resulted in further expan-
sion of the board’s program responmbxhtes The act gives the board,
effective January 7, 1975, responsibility for making audits and field investi-
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. Table | .
Expenditures by Program Area for 1974-75 and 1975-76 With Change
197475 - 197576 - .

. ) Current Year Estimate Budget Year Request Increase/Decrease-

. ’ L ‘ . Man-Years Dollars _Man-Years Dollars . Man-Years Dollars
’ L. Personal income tax program {PIT) : 1,529.8 © $29,658,110° 1,531.9 $30,951,458* 21 81,293,348

IL Bank and corporation tax program.. . " 5415 9,671,519 563.1 .  10,307.439° 216 635920

II. Senior citizens’ property tax assistance PrOram ..., 110.1 1,605,168° 106.1 1,624,076* —40 ;o 18908°
IV. Political reform audit program . . 26.3 3398(}‘0h 117.6 1,750,000 - 913 1,410,200
V. Other. : 19.7 694,200° 199 6520000 2 —42.200
Totals : 22274 - $41,968,797° 2,338.6 $45,2B4,973d'. 1112 $3,316,176

. !.ncludes prorated administrative costs, -
b Planning and implementation costs only; no funds for auditing are included.

° Includes $641,000 of reimbursable contract work.

¢ Inchudes 528,000 of reimbursable contract work.

61 / SHDIAMAS ANV HHNLTINDMOY -
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gations of the campaign statements and reports of candidates for state
offices, judgeships and the State Legislature, their supporting committees,
and independent committees which support statewide ballot initiatives
and candidates. The board is also mandated by the act to audit annually -
the detailed receipt and expenditure statements required to be filed by
lobbyists to ensure full reporting and compliance with the statutory limita-
tions on their financial activities.

Table 1 summarizes the distribution of costs and man-years across these
four major programs for both the current year and the budget year.

ANALYS!S AND RECOMMENDATIONS

I. PERSONAL INCOME TAX (PIT) PROGRAM
PIT Workload Increases

The 1975-76 Governor’s Budget includes the addition of 68 man-years
of temporary help to process an increased number of PIT returns. The
total request, including the additional man-years for processing, verifying
and auditing PIT returns, is based on a projection that 8.2 million returns
will be received during 1975-76 for the 1975 income year. The Depart-
ment -of Finance has also approved additions in temporary help of the
same number of man-years for 1974-75 which will be funded from savings
which will acerue from changing the proceSsing of Senior Citizens’ Prop-
erty Tax Assistance claims,

" We have evaluated the Governor’s Budget estimate of 8.2 million re-
turns on the basis of projected changes in civilian employment and in the
California population, aged 18-64. The growth rates in these two factors,
when applied to the actual number of personal income tax returns re-
ceived in 1973-74, reveal a range of projected returns from 8 million to 8.1 -
million. This range does not reflect any increases in the number of returns
which may be filed by individuals solely to claim renter credit refunds. We
believe that the differences between our estimates of the number of
returns based on changes in the employment force and population and the
8.2 million returns estimated in the budget may be offset by these in-
creased renter returns.

The additional temporary help requested for processing 8.2 million re-
turns reflects the previous workload experience of the board adjusted for
increases in production rates. An increase in the number of returns pri-
marily affects three major activities of the board, return processing, esti-
mate processing, and math verification. Table 2 shows the projected

Table 2

increases in Average Processing Rates Per Man-Year
In Parsonat Income Tax Program ’

1973-74 197475 197575

{Actual) (Estimated)  (Estimated)
Return Processing
Average number of documents processed per man-year 13,365 13,378 13,685
Fstimate Processing o
Average number of documents processed per man-year 31,768 33,495 35,194

Math Verification
Average number of returns verified per man-year ...... 96,872 30,356 30,994
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increases in the average number of docurnents processed and verified by .
man-years for 1973-74 (actual) 1974—75 (estimated) and 1975-76 (est1mat- .
ed).

Reduce Funds for Pit Withholding Contract

We recommend that the Personal Income Tax (PIT) program be re-.
duced by $274,789 to reflect the actual estimated cost of the contracts with
- the Department of Benefit Payments and the Employment Development

Department (EDD) for personal income tax withholding.

The Governor’s Budget includes two different amounts for the cost to
the General Fund of administering personal income tax withholding col-
lections, audits and appeal activities. The board contracts with the Depart-
ment of Benefit Payments for the collection and audit ‘of
employer-withheld. taxes and with the Employment Development De-
partment for employer appeals activities. The board is requesting a total
of $6,412,113 for these two contracts. Its request is based on its independ-

-ent estimate of the cost of the program based on previous year trends. It
was unable to identify what portion of the total is earmarked for each

" contract.

The budget of the Department of Benefit Payments mcludes 1ts esti-
mate of the cost of PIT withholding activities which is the amount to be
reimbursed by the Franchise Tax Board. Furthermore, the budget in-
cludes the authorized positions which coincide with this dollar amount. Its
contract amount, as approved by the Department of Finance, is $6,079,004.

Although the Franchise Tax Board currently contracts with the Employ-
ment Development Department for the appeal activities which result
from employer withholding, the EDD budget does not specify separately
the amount of that contract in 1974-75 or its request for 1975-76. The
. amount of the Franchise Tax Board contract is included in its estimate of
- reimbursements and in its estimates of expenditures and man-years as-
* sociated with its appeals program. EDD has advised us that the Franchise

", Tax Board contract amount for 1975-76 is $58,320.

- Our. recommended reduction in the Personal Income Tax progra.m
" teconciles the amount requested by the Franchise Tax Board for contract-
ing with the Department of Benefit Payments and the Employment De-
velopment Department and their respective cost figures and positions as
apgi'oved by the Depa.rtment of Finance. ThlS reconmhatmn is shown in
Table 3 :
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Table 3
PIT Reduction Basod on Raconciliation of Estimated Contract Costs

Employment Development Department’ (EDD) appeals contract request. approved

-by Department of Finance $58.320

- Department of Benefit Payments (DBP) withholding co]lechons and audxt contract
request approved by Department of Finance ‘ _$6,075,004
- Total estimated contract costs of EDD and DBP $6,137,324

Total requested by Franchise Tax Board (FTB) for contracts with EDD and DBP  $6,412,113

Amount of reduction necessary to reconcile FTB budget request with approved con-
‘tract costs : $—274,789

_Wlthholdmg Contract Neads Review .

We recommend that the Departm ent of Fmanc'e Audits Division evalu-
ate the personal income tax withholding collection and audit activities of
the Department of Benefit Payments and the method of funding those
activities and report its ﬁ'ndmgs and recommendabons to the Legislature
by December 1, 1975.

‘We also recommend that an advisory group, campnsed of representa-
tives of the Franchise Tax Board, the Department of Benefit Payments
Aundits and Collections Division; the Department of Employment Devel-

opment, the Department of Finance Budget Division and the office of the
Legislative Ana]yst be established to provide furtber dzrectzon fo ﬁhe
study and to review its recommendations.

Chapter 1, Statutes of 1971, First Extraordmary Session, which was
enacted in December 1971, provided for personal income tax withholding

. beginning January 1, 1972. The board contracted with the Department of

Human Resources Development to administer the withholding in con-
junction with its ongoing employer collections for the disability and unem-
ployment insurance programs. The contractual arrangement was initiated
for two major reasons. First, there was less than a month between legisla-
tive adoption and the effective date for implementation of the withhold-

" ing systemn. Second, it was believed that it would cost less for the state to
~ collect employer-withheld taxes as a part of an established collection sys-

tem than to establish a separate system. In July 1973, these ‘employer
collection activities were transferred to the newly created Department of
Benefit Payments. :

‘As we stated in our 1972—73 Analys1s the board cons1dered the contract

‘to be a temporary solution until it could review the functions necessary
- for personal income tax withholding and evaluate which agency would be

best able to perform those functions. However, no evaluation has taken
place during the three years since the withholding system was implement-
ed nor have any changes been made in the contractual arrangements. Qur
review of the existing contracting procedures and the employer audits and

' collections functions of the Department of Benefit Payments as they re-
-late to personal income tax withholding identified the following problem
areas which need more study by the Department of Finance.

. Insufficient Data on Withholding Activities. Neither the Franchise

"Tax Board nor the Department of Finance have been supplied with suffi-

cient workload detail on the withholding audit and collection activities of

- either the Department of Employment Development or the Department

of Benefit Payments to deterrnine if the activities have been performed
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in a cost-effective manner. One indicator-of the lack of information about -

withholding activities is the different figures provided in the 1975-76
Governor’s Budget regarding the actual and estimated tax revenues from
PIT withholding, These differences are demonstrated in Table 4.

Table 4

Tax Revenues From PIT w|thhold|ng as Reported in the Governor's Budget
By the Franchise Tax Board and the Dapnrtment of Benefit Paymants

- 197374 1974-75 1.975—76'
‘ ‘ , - Actual Estimated Estimated
. Franchise Tax Board ..... $1,687,154,354 $2.000,000,000 $2,450,000,000
Department of Benefit Payments..........‘.. 1,685,528,706 1,854,000,000 2,022,000,000

The Department of Finance’s review should identify the information on
workload, inputs, and outputs which is necessary to an ongoing review of
the withholding contract by the Franchlse Tax Board and the Department
of Finance.

Questionable Cost-Allocation System The administrative costs of the
employer collection program of the Department of Benefit Payments are
shared by the unemployment insurance (UI), disability insurance (DI)
and personal income tax (PIT) programs. The costs are allocated on both
a direct and shared basis among the funds involved. Direct costs are those
which are attributable to one program exclusively. Shared costs are those
which are allocable to two or more programs. Shared costs are distributed
for various activities on the basis of cost ratios which were informally
agreed to in 1972 when the personal income tax withholding function was
added to the ongoing collection and audit program. Although the ratios
are different for each activity, the basis of several of the ratios appears to

be 63 percent UI, 33 percent PIT, and 4 percent DI when all three pro- -

grams are involved. (The DI share is low because of a federal agreement
made at the time the disability insurance program was initiated that the
State Disability Insurance Fund be charged only for the additional costs
~ of collecting disability insurance under the existing unemployment insur-
ance collection program.) These ratios were not based on actual costs for

each program nor have they been adjusted since 1972. Furthermore, it has -

- not been determined since then if these ratios reflect accurately. the
amount and cost of work attributable to the PIT withholding program.
The Department of Finance review should address the following ques-

tions: (1) What activities are essential to the PIT withholding program? -

(2) Do the individual cost ratios for activities reflect the actual workload
attributable to the UI, DI and PIT programs? (3) What other cost-sharing
methodologies m1ght be employed? (4) What is the estimated General
Fund cost of a combined withholding collections system and of a separate

- PIT withholding collections system? (5) Could any other agency make

the necessary collections and audits at a lower cost to the stateP

' Potentially Conflicting Audit Priorities. From the state’s point of view,
joint audits of employers subject to withholding for unemployment insur-
-ance, dlsablhty insurance and personal income taxes should be selected to
maximize PIT withholding révenues. However, it appears that federal
audit objectives and priorities may not result in the selection of the most
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productive PIT accounts, as measured by potential audlt revenues. For
example, a large number of the audits that must be done each year is to
clear obstructed claims for unemployment insurance payments. These

" audits are done on a shared-cost basis. In 1973-74, of the 26,851 audits done

of subject employers 87.5 percent were joint UI-DI-PIT audits. We con-
tend that for most of these audits the revenues should be higher for the
PIT programs than for others because personal income in California is
subject to progressive tax rates ranging from 1 percent to 11 percent. The
tax levy for the Disability Insurance Fund is 1 percent of the first $9,000
in wages. Likewise, the levy for the Unemployment Insurance Fund is also
lower ranging from 0.1 percent to nearly 4 percent of the first $4,200 in
wages of each employee. Yet the tax liability due the Unemployment
Insurance Fund was nearly four times the personal income tax liability
identified during ]omt audits in 1973-74, as shown in Table 5.

Table 5
Numbar of Audits and Distribution of Tax Assessments
Resulting From Audits
1973-74

_ Average Tax Assessment Per Audit .
Unemployment — Disability Personal

Number of Insurance Insurance Tncome Tax
. Audrits Program (Ul) Program (DI) Program (FIT)
UL-DI-PIT joint audits ... 23498 $135 w7 $36
DI only audits 3,162 — 49 -
PIT only audits - 191 - — 143

Additionally, the average personal income tax assessment resulting from
joint audits was only one-fourth of the average tax assessment whlch re-
sulted from audits of PIT accounts only.

These differences substantiate the need for a thorough review of the
audit selection and practices of the Department of Benefit Payments. It

-is our understanding that the Collections and Audits Division of the De-

partment of Benefit Payments has initiated a study of its current audit

- selection procedures and alternative procedures that might be imple-

mented. We believe that the Department of Finance should evaluate the
findings of this internal study and conduct any additional review necessary

" to judge the effect of audit selection priorities on state revenues and the

value of retaining the present system of joint withholding activities.
Il. BANK AND CORPORATION TAX PROGRAM

" Request for Additional Audit and Collections Staff

The Governor’s Budget proposes the addition of 22.4 man-years in the
Bank and Corporation Tax program. The major activities for whlch the
positions are requested are shown in Table 6.

- Expansion of audit activities for ‘'out-of-state corporations which have
California tax liabilities on a portion of their incomes will result in a high
revenue return per dollar cost and will enable the board to audit all
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e Table 6
- Proposed Additions to the Bank and Corporation Tax Pragram By Activity

1975-76
Budget
S ' : _ Man-Year
Program Activity : ' Request
Regular membership in Multistate Tax Comumission effective 1/1/76 . 1

Additions for Audits of Qut-of-State Corporations which are taxed on a portion of their incomes- 6
Expansion of existing Bank and Corporation Collections program to collect taxes from corpora-

tions which have been suspended from operating but continue to operate and generate

- income 14

out-of-state corporations on a three-year cycle. Likewise, the board has
estimated that more than $870,000 in state revenues could be generated
from expanding its activities to collect the franchise fees and taxes owed
‘by corporations which have been suspended from operatlon in the past
‘but have continued to operate. .

lIl. SENIOR CITIZENS' PROPERTY TAX ASSISTANCE PHOGRAM

The. Governor’s Budget includes a reduction of 42.3 man-years and
$439,110 for 1975-76 in the Senior Citizens’ Property Tax Assistance pro-
gram. The board’s 1974-75 budget has also been changed to reflect similar
. savings of 38.3 man-years and $389,246. These savings result from integrat-

- ing the processing of senior citizens’ claims with thé processing of other
tax returns. In prior years, all senior citizens’ ¢claims have been processed
by a separate senior citizens’ division. The board is in the process of
transferring the responsibilities for processing these ¢laims to the adminis-
trative services division which currently does all of the return processing
for the personal income tax and bank and corporation tax programs. Ac-
" cording to the board, this administrative change should have no delaying

effect on the payment of claims to eligible senior citizens. The projected

savings for both 1974-75 and 1975-76 have been used to offset some of the

* approved budget requests for increases in existing programs and the addi-
- tion of new programs

IV. POLITICAL REFORM AUDIT PROGRAM -

Naw Program Requirements -

The Political Reform Act of 1974 was adopted by the voters as a state-
wide ballot initiative (Proposition 9) in June 1974. The purposes of the act
are to strengthen the state’s election and lobbyist statutes by (1) requiring
detailed reports of campaign receipts and expenditures for candidates for
" state and local offices and for statewide ballot initiatives; (2) limiting
campaign expenditures for state offices; (3) providing for financial disclo-
sure by public officials and d15qua11fymg them, under certain circum-
stances, from making decisions which would affect their personal assets
- and incomes; (4) requiring detailed reporting of the activities, income and

expenditures of lobbyists and regulating the nature and amounts of their
~ expenditures; and (5) providing for strict enforcement of the act’s provi-
sions.
Chapter 10 of the act requires that the Franchlse Tax Board make audits
and field investigations of all statements and reports of the following:
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1) all lobbyists required to reglster with the Secretary of State under
the act;

2) candidates who receive 15 percent or more of the total votes cast in
a general or special election and their committees;

3) candidates who spend, or for whom is spent, more than $25,000 in a
general, primary, or special election and their committees;

4) independent committees including state and local political party
committees which spend more than $10,000 annually;.

5) statements of specified elected officials regarding their mcome and
. experiditures. ,

Workload Estimates

- Audits of lobbylsts are to be done annually which will result ina falrly
constant workload base for the board. Cyclical variations in workload over
a four-year election cycle will occur as a result of differences in types of
" election years. These variations, as well as changes in workload throughout
- ayear, will require the board to interchange auditors between the political
reform program and the tax audit program in order to maximize effi-
ciency and manpower utilization.

The board has estimated that 71 audit man-years wﬂl be required for the
performance of its mandated audits in a nonelection year (such as 1975-
76) and 129 audit man-years in a statewide constitutional office election
year (1978-79). These man-year estimates, which do not include any ad-
ministrative or support personnel, are shown'in Table 7, The estimated
total man-years needed for 1975-76 are 117. 6 :

.Table 7

Estimated Audnt Man-Year Requiremants for Auditing Campaign and
Lobbylst Reparts for a Four-Year Election Cycle .

1978-79
: 1.976-77 _ Statewide Officers,
197576 Senate/Axemb[y 1977-78  Senate/Assembly
Type of Election Year - Nonelection ~ Elections ~ Nenelection  Elechions
Campaigri reports/Public officials reports ...... B 79 k'l 95
Lobbyist reports 34 - U M4
Total audit MAN-YEAIS. . octrrcrrceressrres Tl 113 ' LY 129

These man-year. prOJechons are based on the board 5 estlmate of the
fixed time required to audit the reports of a-candidate, committee or
- lobbyist and the variable amounts of time associated _with the number of

pages filed in a campaign or lobbyist report. The time estimates per page
were applied to the actual counts of report pages filed in 1970 and 1972,
after the page counts were adjusted to reflect changes in reporting re-
quirements, in order to estimate the time required. We have reviewed
both the board’s computations and estimated hours associated with differ-
~ent audit activities which were used to project its 1975-76 needs. In a few
instances, we believe that either an arithmetic error was made or that the
estimated hours for specific. activities such as review of previous audit
reports travel for lobbyist audits, and report writing may be hlgh
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The methodology used by the board in makmg its estimates of required
man-years is untested. It is possible that another methodology might pro-
vide more accurate estimates. The board has no previous experience in
campaign auditing, in the level of auditing and reporting sufficient to
‘meet the requirements of the act, and in the costs involved."Nor does
sufficient experience in campaign auditing exist elsewhere from which
the board could draw. To date, the State Board of Equalization’s audits
under the Campaign Disclosure Act of 1972 and the federal audits of .the
reports of presidential and congressional candidates have not been exten-
sive enough to yield information sufficient to delineate the variables and
associated measures of time which contribute to differences in audit man-
power requirements between audit cases. .

Campaign and lobbyist auditing differs from other auditing functions of
the board. According to the act, the board is required to audit campaign

and lobbyist reports for completeness, accuracy and compliarice with the

detailed provisions of the statute. It is our contention that the pursuit of

these objectives in auditing campaign and lobbyist reports significantly -

changes the nature of the traditional auditing of financial accounts and
transactions. Although the transactions which are reported will have to be
examined for reporting and arithmetic accuracy; extensive auditing time
should also be spent in determining if other transactions have been made
which have not been reported. This latter determination is crucial to the
successful implementation and promulgation of the act since any attempt
to intentionally subvert the act will be done outside of any reporting
controls which are established and no traces will be provided in the re-
ports to these external transactions.

We conclude that the $1,750,000 and assoc1ated positions requested for

1975-76 should be approved. We concur in the budget request because (1)
there is no validated basis on which to make estimates to support a differ-
ent funding level and (2) we believe that our differences with the board’s
- calculations, including what we think may be high time estimates for some
activities, may be offset by increases in the number of lobbyists whose
statements will have to be ‘audited and probable further refinements by
the Fair Political Practices Commission in reporting requirements, nei-
ther of which have been accounted for in the board’s estimate of its audit
man-year requirements.

We hope that the board’s experience during 1975-76, when considered .

together with the State Board of Equalization’s experience under the
Campaign Disclosure Act of 1972, will provide insight into the important
variables which determine the amount of audit time required for cam-
paign and lobbyist auditing and will provide a basis for the board and
‘others to consider and evaluate other estimating methodologies.

Procedures for Evaluating Workload and Results Needad

We recommend that the Franchise Tax Board submit a report to the
Department of Finance and the Joint Legisiative Budget Committee by
September 1, 1975 detailing the procedures if will implement to evaluate
the objectives of the political reform audit program and its methodology
for estimating its manpower needs and a schedule for implementation of
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these procedu.re.s'
. Detailed information on the number and kmds of audits done, the costs

- associated with the audit and support activities performed, the nature of

the problems and errors which are identified, and the type of reports
which are provided to the Fair Political Practices Commission and the
Attorney General is necessary for both the internal management of the
program and external evaluation of resource requirements by both the
Department of Finance and legislative budget committees. We have con-
cluded that there is insufficient experience in campaign auditing which
we could use as a basis for judging the budget request of the board for this
year. [t is our expectation that the extensive evaluation and information
system which we are recommending and the information which should
then be available will assist in the identification of the methodology and
influential variables on the basis of which rigorous estimates of future
manpower needs can be made and evaluated.

V. LEGISLATIVE MANDATE

Chapter 238, Statutes of 1974, provides that deductions on tax returns
for expenses used to offset income from rental of housing units beé disal-
lowed if local authorities determine the units to be substandard and the
owners do not comply with local housmg standard codes after notification.
The Franchise Tax Board has been given, effective January 1, 1975, respon-
sibility for reviewing and disallowing these expenses on tax returns of
those owners of substandard housing who have been reported to the board
by local authorities for noncompliance. Item 154 in the budget is a request
for $124,000 for the Controller to reimburse local authorities for the actual
costs of administering the provisions of this statute. This is a mandated
local program with costs reimbursable as a result of the authority provided
by Section 2231 of the Revenue and Taxation Code. The request does not
include any funds for the board’s costs in administering the program
because the board believes that any additional activities requn'ed will be
small enough to be absorbed by its ongoing programs
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Items 155 and 156 from the General Fund, '

Item 159 General Fund Transfer to

Service Revolving Fund, Item 160 from

the Service Revolving Fund—other ac-

tivities, Item 161 from the Service Re-

volving Fund---Printing, Item 162 from !
the State School Building Aid Fund and :
Item 163 from the Deferred Compen- S ‘ .

sation Plan Fund - - = Budget p. 278

Requested 1975-76 .......cccoccece b roeee $140,433,529
Estimated 1974-75....... JRTR—— +128,168,337 -
Actual 1973-74 veivnenen 110,939,514
Requested increase $12,265 192 (9 6 percent) -
Total recommended augmentation ........ reressrssti s e aasares $73,201
1975-76 FUNDING BY ITEM AND SOURCE )
: ) Analysis
ftem ~ Description , Fund . Amount page
155 Department of General Services. Ceneral 34548356 203
' For direct support of department . o
. operations, ' ‘ .
136 For support of State Board of Con-, General L 330463 94
trol. : o -
159 Department of General Services. General Fund trans- N/A - 203
- Provides authority whereby funds - fer to Service Re- o
appropriated from General Fund or  volving Fund
other funds for purchase of automo- - - S A
biles or reproduction equipment , '
may be used to augment Service Re-
volving Fund which finances Gen-
eral Services car pool and
reproduction services. -
160 Department of General Services. - Service Revolving - . 109408815 203

For support in form of revenues Fund, other achn—
from agencies receiving productsor  tes ) .
services other than printing, o
181 Office of State Printing. For support  Service Revolving' C 25,083,085 224
in form of revenues from agencies Fund, Prmtmg ' : :
- receiving printing services,

162 Office of Local Assistance. For sup- -State School Bmld . 1,017,889 - 218
port of the School Building Aid Pro- - ing Aid Fund - o
163 Insurance Office. For support of de— Deferred Compen- - 44,921 217

ferred compensation insurance plan  -sation Plan Fund

' administered by the office for state ‘

employees as authorized by Chap— .

ter 1370, Statutes of 1972, ' . ‘ )
Subtotal of Department’s items in- ° o S (8140,433,528)
cluded in this Analysis. o o : . )
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157 Office of Architecture and Con- Architecture Public'  $2016841 298
struction. For direct support of Building Fund
specified plan checking services.

. {Item analyzed on page 228.) '
"158 Office of Architecture and Con- = Architecture Re- 7,988,121 229
’ struction. For support of operations.  volving Fund
(Item analyzed on page 229.) . : )
Note * Department of General Services. General 985000 212

For maintaining and improving -
properties (1) acquired under the
Property Acquisiion Law and (2)
declared surplus prior to disposition
. by state. ‘
Note® ~ Department of General Services. General _ 750,547 295
- . For meintaining, protecting and ad- .
© .. ministering state parking facilities.. : :

Note®- Office of Architecture and Con- General 80,000 212
struction. For verifying that plans of C
structures purchased by state funds
are accessible for use by phymcally
“handicapped. S
Reimbursements ($139,376 to OPﬁce 141,953 —
of Architecture and Construction,
$2,577 to Office of Local Assistance)

Total expenditures budgeted " $152,305,991
‘Govt Code (Sec. 15850-65) (continuing Appropriation)} i
b Gov't. Code Sec. 14678 (continuing appropriation) -
¢ Gov't. Code Sec. 4454 (continuing appropriation)

' ' ‘ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. State Architect. Recommend legislation to allow Director 208
of General Services to select the state architect.

"2, Planmng Recommend costs of long-range facilities plan- 209
) ning unit be recovered by pro rata charges. ,
- 3. Space Plans. Repeat recommendation under Item 358 209

that working drawings and study for new state office com-
. plex in Sacramento be completed.
4. Space Plans. Recommend department prior to budget 210
~ hearings submit to Joint Legislative Budget Committee
- and fiscal committees building space reports required by
Supplementary ‘Report of Commlttee on Conference
(Budget Bill of 1973). ‘

5. Rented Buildings. Reduce item 155 by $165689 Rec: 211
ommend reduction to correct overestimation of expenses
associated with renting office space and maintaining state
property.

6. Project Management, Recommend project management 212
unit be established under Director of General Services to
implement projects offering significant improvements in
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: state efficiency (department to submit plans to Joint Legxs-
lative Budget Committee and fiscal commlttees prior to

. ‘budget hearings).

7. Mobile Eqmpment Recommend department prepare 214
plan for increasing interagency equipment sharing for sub-

mission to Joint Legislative Budget Committee and fiscal
committees prior to budget hearings (savings of $3 nnlhon
annually). - :

' 8. Vehicle Reutilization. Augment Item 160 by $19,074 - 216

"~ Recommend one assistant equipment coordinator and one- =~
half clerical positions to expand motor vehicle reutilization:
(savings of $100,000 annually). :

9. Employee Transportation. Recommend department dis- 217
" continue pilot multlpassenger service between Sacra-

. mento and bay area. ’

10. Training. Augment Iterm 160 by $119,460. ‘Recommend 219
9.2 positions to maintain central EDP training program . - ‘
-and coordinate state EDP training activities.

- 11. Mail Service. Recommend department, with assistance of 221
- Department of Finance, submit to Joint Legislative Budget
Committee by November 1, 1975, a plan for reducing inter-
agency mail cost.

12. Office Copiers. Recommend department prepare plan 221
for unplementmg statewide system for acquiring and using g
office copying equipment for submission to Joint Leglsla-
tive Budget Committee. and fiscal committees prior to
budget hearings (estimate $2 million annual savings).

13, Purchasing. Recommend department and Department 223

. of Finance cooperatively implement procedures facilitat-
ing state purchase of equipment when justified.

14. Board of Control. Recommend board appear in Gover- = 224
nor’s Budget as a separate state entity. '

\5. Claims. Augment Item 156 by $43,356. Recommend one 225
" analyst and four clerical positions to process 1ncrease in
claims to Board of Control. ‘

"16. Studies. Augment Iem 156 by $60,000. Reeommend‘ 225
augmentation to provide funds to contract for analyst serv- :
ices to conduct required studies for Board of Control. _

17. Working Capital. Recommend department, in coopera- 226
tion with Department of Finance, prior to budget hearings ‘
submit to Joint Legislative Budget Committee and fiscal
committees a fund statement and narrative on General
Services working capital,

GENERAL PROGRAM STATEMENT

The Department of General Services exists to improve the overall effi-
cxency of state government operations by (1) performmg certain manage-
ment and support functions as assigned by the Governor and specified by
statute, (2) providing central services to operating departments more
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economically than ihey can provide individually for themselves, and (3)
estabhshmg, maintaining and enforcing statewide standards and develop-
mg and implementing improved statewxde policies and procedures.

Naad for Statewide Focus

The basic purpose of the department is to improve the overall efficiency
of state government operations. In last year’s Analysis we pointed out that
substantial annual savings were not being realized because the depart-
ment’s. executive management has focused exclusively on achieving
economies within the department’s own operations while not adequately :
focusing on the statewide purposes the operations should be serving. We
recommended that a small project unit be formed to (1) identify high
payoff areas such as central procurement of office copiers and interagency
sharing of heavy equipment, (2) determine priorities for achieving im-
provements on a cost/benefit basis and (3) direct department and intera-
gency efforts to realize the improvernents identified. We recormmended,
further, specific statewide functions which should be considered by such
a unit. - The department’s executive management, however, expressed

“reluctance toward applying such an approach and, as a result, the recom-
mendations were not adopted.

Nesd for Unit to Improve Statewide Efficiency
Various separate state organizations—particularly larger ones—pres-
ently have “management system” units which are intended to achieve

: TABLE 1
Department of General Services
Total Expendituras by Source of Funds

Percent

 Source of Funds - 197374 - 197475 197576 - of Total
Direct support: - oo 2
" General Fund.....ucooee 5,990,027 $5,372,088 $6.694,366
State School Bldg. Aid Fund 1,150,823 1,190,897 1,017,889
Architecture Public Bldg. ‘
Fund 1,564,103 - 1,901,639 2,016,841
Deferred Compensation Plan
FU. s 19,040 49,218 C 44901
Total oo eeeeesssscsssoeeemerrsererssssn $8,723,993 . $9,506,842 $9,774,017 64%
Revolving funds: .
Service Revolving Fund,
“PHBHNE .ovvvcverrrnirnennees §20,349,118 $21,380,544 $25,083,085
Service Revolving Fund, :
other actvilies...........oens 85,383,200 102,109,360 109,408,815
Architecture Revolving Fund 4,764,349 7,434,632 7,988,121
Total......prrvvreee erssstrnsraannes $110,496,676 $129,924,536 $142,480,021 . 93.5%
Reimbursements: -
Service Revolving Fund ac- '
HVIHES Lovverercermmenrsussaniesns . 828452 . $483M4 $2,577
Architecture Revolving Fund _
activities 176,118 129,878 139,376
Total.nnn o $202,570 C§178258 -+ $141953 0.1%

Total Expenditures. ... $119,423,329 $139,609,630 - $152,395991 100.0%
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internal administrative efficiencies. The nature and extent of such units
vary substantially. The Department of Transportation, for example, has a
number of specialists devoted exclusively to such specific areas as (1)
office copier acquisition and use, (2) forms management and (3) EDP
training. °

No formal organization or program exists for sharing resources or devel-
opments among such management system units or for determining which

of these developments should be applied on a statewide basis. The Depart- .

ment of General Services would in our opinion, be the logical organization
to conduct such a program. We make a specific recommendation to this
effect in our analysis of the statewide support services program.,

Key Characteristics of tha Department

Table 1 presents a summary of total department expendltures by source
of funds.for the three-year period ending with fiscal year 1975-76.

The department is funded by (1) direct support appropriations (2)

TABLE 2

Department of General Serwces
Total Expenditures by Source of Funds and Programs

1975-76
Direct Revolving - Total  Percent
Support Fund Reimburse-  Expendi- of
Appropriations Appropriations -~ ments tures Total

I Property management services  $5,932,947 $45831,452  $139,376 $51, 903,075 34, 1%
A, Architecture consulting : ;

and construction ... 2,016,841 9,420,007 139,376 11,576,314
B. Buildings and grounds .. - 18,913,558 - 18,913,558
C. Long-range facilities ‘

PlANNING svcecesssasirins - T220.38 - 290,333
D. Real estate services........ 95,663 1,538,927 - 1,564,590
E. Space management ........ ' - 1,575,426 - 1,575,426

" F. Building Standards : .

Commission ........... 51,706 - - - BTI06
G. Rented buitdings ... = 2517892 14,163,111 - 16,681,003
H. Minor eapital outlay ..... 249,145 - - 249,145
I. Property acquisition act 985,000 . . = - 985,000
J. Physically handicapped ‘ .

plan checking............ " 80,000 - - 80,000

II Statewide support service: 3,841,770 93,925,511 2,577 97,769,858 64.2%

A. Administrative hearings - 1,598,509 - 1,598,500 :
B. Communications............. 49,983 17,758,495 = 17,808,478 -
C. Fleet administration ...... 87,905 9,956,668 - 10,044,573 -
D. Insurance services.......... 44921 2,898,650 - - 92943611
E. Legal services - 453,973 : - 453,973
F. Local assistance.....uweme 1,088,581 : - 2577 1,091,158 -
G. Management services . ' -

Office ..o ernecnrarrasiens 7,646 7,086,446 - T0%4,002
H. Office services ... . - 4,831,686 - 4,831,686
I Procurement..........omreeres - 20,660,925 - 20,660,925
J. Physically handicapped 1,340,570 - 3,550,717 - - 4,891,287
K. . State printing ......ceovccec - 25,083,085 - 25,083,085
L. Small business procure-

ments and contracts . 141,154 - - - 141,154
M. State Board of Control., 330,463 46317 - - J16,780 -
N. Motor wehicle parking ‘ . o ’

famhty ........................ 750,547 - _ 750,547

111 Administration ... - 2,723,058 - 8723058 1.7%
Totals.......... - $9,T74017  $142,480,021 $141,053  $152,395,991

Percent of Total..vevcerssmemeermeion 64% " 935% 01% 100.0%
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revolving fund appropriations and (3) reimbursements. Direct support
refers to monies appropriated specifically to support General Services '
operations. Revolving fund appropriations and reimbursements permit

the department to expend specified amounts from revenues it earns from

providing services and products to customer agencies. Table 1 shows that

93.6 percent of department costs is supported from revenues earned wh11e

only 6.4 percent of the costs is funded by direct support.

- Table 2 indicates the wide diversity of functions in which the depart-
ment is engaged and presents for each such function the total expendi-
tures by source of funds for the 1975-76 fiscal year. Although the functions
appear in the budget as program elements, it is more realistic to view
them as individual programs because of their magnitude and degree of
specialization. The department ‘s line eperahons fa}l into two categones
as follows: .

1. Those functions relatmg to state ownership, use or regulatmn of real
property which appear as elements under the * property management
services’ program. =

2. Other operatrons which appear as elements under the ‘statewide

. Ssupport services” program:

"The administration’ program contams executive and staff support ele-
ments which provide fiscal, personnel and management services to the
department’s hne operatlons . .

" TABLE 3 )
Department of General Services .
Staff by Programs 1973-74 through 1975-76

Filled  Authorized Requested Percent -
‘ . -+ Positions  Positions  Positions of -
Operating Units - o 19 19T - 197576 Total

I Property management SEIVICES .. umessmminsrmveserisees 1,623.7 1,680.9 16714  409%
- A, Architecture consulting and construchon ..... . . 2829 3380 . 3380
B. Buildings and grounds . 12264 12155 1,206.0
~ C., Long-range facilities planning .......... S .18 97 97
D. Real estate services 520 © - 585 585. .
‘ E.  Space management............ - 546 59.2 - 59.2
II Statewide support services - - 2,182.4 2,385.5 23380 57.3%
A, Administrative Bearings. ... e wecesmeris 919 1016 621 ‘
B. Communications s 1 a7 3237
C. Fleet administration vt - 1525 1594 1604
D. Insurance services..... ; 8.1 1L 111
E. -Legal services : . ; 161 . 178 187
F. Local assistance 3 59.7 83.1 - 490
G. Management services office ...t . 2853 3084 2092
H. Office services ; 169.5 1991 "205.1
L Procurcment ... o 169.6 1870 1868
J. Security and Protection . e L2913 3029 75 .
K. State printing 3 6880 - 7024 7024
L. Small business procurements and contracts.... 5 6.0 60
M. State Board of Control ........eoemmmreeesssssrenss - 110 . - 160 16.0
111 Administration ; 609 7456 46 . 18%
" Totals ‘ _ 38610 41410 - 40840 1000%

Percent of Incredse : s =1% = T1%  —14%
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Table 3, which shows the allocation of staff among the various depart-
ment functions over the three-year period ending June 30, 1976, indicates
the 4,084 requested positions (a net reduction: of 57 positions) for the
budget year. The most significant changes are as follows: :

1. A reduction of 39.5 positions in the Office of Administrative Hearings
due primarily to the expiration of a special program to conduct fair -hear-
ings for the Department of Benefit Payments pursuant to the Welfare

Reform Act of 1971.
' 2. A decrease of 14.1 positions in the Office of Local Assistance which
reﬂects a decrease in the state building aid program.

* 3. An increase of 13 positions in the communications division to main-
tain additional radio equipment acquired by various state agencies.

4. A reduction of 9.5 building maintenance positions in the buildings
and grounds division due to phasing out and demolition of the Los Angeles '
state building.
© 3. A decrease of 9.2 posxtmns in the management services ofﬁce due to
expiration of an EDP education program.

TABLE &

Department of General Services :
Total Expenditures by Programs 1973-74 Through 197576

‘ . Actual Estimated Estimated
Operating Unit : 1973-74 - 197475 : 1975-76
I Property management services............ $43,145,833 $49 466,608 $51,903,075
A. Architecture consulting and : : : : ’
S, cONSIUCHON o riessssessensesses . 7,085,433 10,887,517 - 11,576,314
B. BmId.mgs and grounds ............. 16,467,910 . 18,250,160 18,913,558
C. Longrange facilities planning - 15299 . . 210,639 220,333
D. Real estate services.....ummn 1,160,061 1,555,919 1,564,590
E. Space management ... © . 1,276,562 . 1,492,339 1,575,426
F. Building standards commission . 26,750 ) 49,058 | BT106
G. Rented buildings ....... 15871252 15,697,548 - . 16,681,003
H. Minor capital outlay .. . 447,638 114,000 249,145 -
I. ' “Property acquisition ac - 1,074,841 1,120,000 985,000
J. Physically handicapped plan , - S ‘ ‘
checking........commmmecemmmeeenes C 2407 - . 89,358 80,000
II Statewide support services.. . 74415238 . 87527696 : 97,769,858
A. Administrative hearings 1,899,341 ' 2,397,023 © 1,598,500
B. Communications......... 11,324,784 14,200,820 . 17,808,478
C. Fleet administration .. 7,378,206 8,350,286 10,044,573
D.  Insurance services. 2,322,961 - 2,645,841 - 294361
E. Legal services.... . 34430 926,742 453,973
F. Local assistance........oremninees ¢ 1,029,082 © 1,259,096 1,091,158
G. Management services office .... 5,470,073 6,734,374 7,004,002
H. Office Services ... 3,565,723 . 4,462,215 4,831,686
L. Procurement 15,144,296 : 18,719,323 20,660,925
J.  Security and Protection........... 4,565,779 " 5,543,809 4,891,957
K. State pHBHNG ......oerreserressrninans 20,349,118 - 21,380,544 25,083,085
L. Small business procurements . .
and eontracts.....ummecsmnerens ) a7,155 137,910 - 141,154 -
M. State Board of Control.............. 199,026 342951 376,780
N. Motor Vehicle parking facility 795,455 717,372 ) 750,547
11T Administration ‘ 1,862,168 2,615,326 2,723,058
Totals $119,423 239 $139,609,630 $152,395,99]

Percen; Of INCTEASE vvurverrereierneenaeeeeermaeees ) 172% 17.3% 92%
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Table 4, which presents total expenditures by program element dunng .
the three-year peried ending June 30, 1976, indicates a $12.8 million in-
crease in the department’s total budget for the 197576 fiscal year. Pro-

gram elements showing the greatest increases are state printing ($3.7

million) and communications ($3.6 million).

ANALYSIS AND RECOMMENDATIONS

This analysis is presented in the sequence of expenditures of the operat-
ing units in Table 2. The analysis for each unit is preceded by a statement
of funding which specifies the type of support, source of funds, proposed
expendltures and proposed staff.

I. PROPERTY MANAGEMENT SERVICES

Director Should Select State Archltact

" We recommend that existing law be modified to allow the Director of
General Services to select the state architect rather tban have the ar-
chitect serve at the pleasure of the Governor.

Government Code Section 14950 requires that the Governor appomt

the state architect, who is responsible for managing the Office of Architec-

ture and Construction (OAC). The OAC operated in a relatively inde--
pendent manner under the Director of General Services until July 1, 1973
when it was organized under a common deputy director within General
Services along with the department’s four other “property management”
divisions (buildings and grounds, long-range facilities planning, real estate
services and space management) . The present organizational relationship
is much more logical because it permits the department’s executive man-
agement to coordinate its property management - functions to a significant-
ly greater extent.

In our judgment there is no loglcal reason for dlrect Governor’s appoint-
ment of a state architect and serving at the Governor’s pleasure under-
mines the authority of the agency administrators to whom he reports. In
order to remedy this situation, we recornmend that the law be changed
to have the state architect serve at the pleasure of the director, who is
appointed by the Governor.

Program Elements : :

The property management services program consists of the following
ten elements which relate to state ownersh1p, use or. regulahon of real
property .
A Archltactura Co_nsultmg and Qonstructlon

“Source - Proposed ' Pmpased

Funding . . of funds .~ expenditures staff
Direct support X . Item 157 C$2,016,841 3980
Revolving fund -~ Ttem 158 7,983,021 - -
Revolving fund , “Ttem 160 - La3lgre -
Revolving fund-reimbursements ... - Item 160 139,376 =

" Total - - S - 811576314 3380
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This program element is discussed under our analysis of Items 158 and
157 which make separate appropriations from the Architecture Revolvmg
Fund and Arch1tecture Public Building Fund respectively,

¢ ; - . B. Bulldmgs and Grounds

o ’ Funding . o of finds - expenditures staff
Revolvi.ug fund ..., ‘ . Item 160 - $18,913,558 12060

The buﬂdmgs and grounds division is responsﬂale for maintaining state
bmldmgs and grounds and for makmg minor building alterations.

C. Long-Ranga Facilities Plannmg

S : - Source - - Proposed Proposed
oo Funding. o of funds expenditures - stalf
Revolving fund : : - Item 160 $200,333 B o

The long-range facilities planning division is responsible for (1) devel-
oping long-range facilities plans to satisfy future state space requirements
in metropolitan areas, (2) developing a five-year capital outlay program,

- (3) ana.iyzmg state parkmg requirements, (4) making economic analyses
and (5) reviewing agency building space requests to ensure consistency
with long-range state-wide objectives. -

Planning Cost Should be Shared More Equutably

We recommend that costs of the long-range facilities planning unit be
recovered-beginning in the 1976-77 fiscal year by pro rata charges to state
agencies based on their number of employees.

. Presently, expenses of the planning unit, which are budgeted at $220, 333
in the 1975-76 fiscal year, are paid from rents received by General Services
under the rented buildings program element. Because the unit is respon51-
ble for considering space requirements of al/state agencies, in our opinion,
it would be more logical and equitable if its costs were recovered from pro
.- rata assessments to all agencies, based on their number of employees.

More State-Owned Office Space Required

We repeat the recommendation contained in our analysis of capital
outlay (Item 358) that a budget augmentation be made of “$1.5 million for
working drawings and a study for construction of 480,000 net square feet
(nsf) of state office- space In Sdcramento.”

‘The state presently is leasing approximately 1.6 million net square feet
(nsf) of office space within the greater Sacramento area at an annual cost
of approximately $6.7 million. In order to expedite constructon of state:
owned space and provide for savings both in state construction and lease
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costs at the earliest time possible, we suggest that the plans for office
buildings Nos. 8 and 9 be reused, possibly with minor alterations for archi-
tectural appearance, interior modifications and site conditions.

Space Planning Report Required

We recommend that the Departinent of General Services prior to the
budget hearings submit to the Joint Legislative Budget Committee and
fiscal committees hearing the department’s budget items and the capital
outlay item, building space reports as required by Supp]ementary Report
of the Committee on Conference (Budget Bill of 1973).

In our 1973-74 Analysis we pointed out that the state was leasing an

- excessive amount of office space and that no consideration was being
given to constructing state-owned buildings. In order to enable the state
to satisfy its present and future office space requirements in a systematic
and efficient manner, the Supplementary Report of the Committee on
Conference (Budget Bill of 1973) required that the Department of Gen-’
eral Services submit to the Joint Legislative Budget Committee by No-
vember 1, 1973, for each major metropolitan area in California in which
state offices are located, a report of state building space requirements-and
plans for satisfying those requirements. The reports were to include (1)
an inventory of existing state-occupied space and lease terms, (2) identifi-
cation of agencies that should be consolidated, (3) five-year projections of
agernicy space needs and (4) recommendahons as to how the projected

" space needs should be satisfied based on an economic analysis of each

alternative solution and based on an estimated 50-year life of each build-
ing.

Department Fails to Submit Space Plans

As of January 1975, the department had not submitted any such reports
for major metropolitan areas. It is our understanding that such a report for
the Sacramento area was prepared by the department but not released by-
the Agriculture and Services Agency. Because such information continues
to be essential for sound office space planning, we believe the department
should submit to the Legislature an approved up-to -date version of the
reports required. :

D. Real Estate ‘Services

Source EOM Proposed
. Funding of funds expenditures staff
Direct support Item 155 - $25,663 ) 58.5
Revolving fund ‘ Item 160 1,538,927 —
Total... - N . 81564590 585

The real estate services division acquires, manages and disposes of real
property for state agencies.

-E. Space Management

Source Proposed Proposed
Funding of funds expenditures staff
Revolving fund © Item 160 $1,575,426 59.2
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. The space management dwrsmn provrdes services for assignment, coor-

dination, contract and lease rna.nagement of nonmstltutlonal office and R

warehouse space.
F. Building‘Stahdards-.

Source . - Prbposéd Propased

: . Funding | - . offmds  expenditures  staff
Du'ect SUPPOTE wvivveasns - . - Item 155 &6 . —

The Building Standards Comnusswn, which is responsrble for rewewmg
building code regulatxons and conducting hearings of construction indus-
try appeals, receives staff support from the Oﬂ-‘ice of Architecture and.
Construction. -

"G, Rented Buildings

¢

Source . Proposed Proposed

thdmg o of fands " expenditures staff

Direct support Item 155 $2,517,892 —
Revolving fund : Iten 160 14,163,111 —
Total 316,681,003 —

The Department of General Services collects rent on a nonprofit basis
from occupants of a number of state buildings, All such rent is deposited
in the Service Revolving Fund. Payments are made from the fund for all
building costs including insurance, building maintenance and amortiza-
tion of loans of Public Building Construction Fund buildings. The standard
monthly rental rate for the 1975-76 fiscal year is 45 cents per square foot
_ for office space and 11.5 cents per square foot for storage space.

The direct support expenditure indicated above for this element repre-
sents the amount requested from the General Fund for rental of legislative
office space and for the Department of General Services to maintain the
State Capitol, Capitol Park and the Governor ] Ofﬁce and res1dence

- Expenditures Overestimated

We recommend funding of this element be reduced by $168,689 (Re-
duce Item 155, General Fund) to adjust for overestimation of expenses.
associated with renting office space and maintaining state property.

An examination of the department s detailed records reveals projected
expenses during the 1975-76 fiscal year as being $168,689 less than the
amount requested for renting legislative office space and maintaining the
State Capitol, Capitol Park and the Governor’s Office and residence (Gen-
eral Fund Support). We therefore suggest the fundmg of this element be
reduced accordmgly

H. Minor Capital Outlay
Source Proposed .. Froposed

Funding ‘ of funds - . . .expenditures . . staff
Direct support . ar . Itern 155 - $249145 —_
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The minor capital outlay element consists of five minor alterations
planned to state facilities in the 1975-76 fiscal year.

B |. Property Acqumltlon Act‘
Source Proposed Proposed
. Funding Cd of funds expenditures staff
Direct support Gov't Code $985,000 -
. o : (Sec. 15850-65)

This program element represents expenses incurred by the real estate
services division and buildings and grounds division in maintaining and
* improving properties (1) acquired under the Property Acquisition Law
and (2) declared surplus to state needs prior to their disposition.

J. Physically Handicapped Plan Checking

Source Proposed  Proposed

Funding ‘ of funds expenditures staff
Direct support Gov't. Code $80,000 -
o (Sec. 4454) '

This program. element represents expenses incurred by the Office of
Architecture and Construction in verifying that plans and specifications
of structures purchased by state funds provide for adequate accessibility
and use by the physically handicapped. '

. STATEWIDE SUPPORT SERVICES

Need for a State “Managemsent Efficiency” Unit

We recommend that a small project management unit be established
under the Director of General Services for directing short-term projects
which offer significant improvement in the efficiency or economy of state
government. We recormmmend that the unit report quarterly to the Gover-
nor, Joint Legislative Budget Committee and both fiscal committees of the
Legisiature on the (1) status of projects in process, and. (2) recommended
additional projects with the costs and benefits associated with each. We
recommend further that the department prior to the budget hearings
subrnit a plan and budpget for such a unit to the Joint Legislative Budget
Committee and the committees hearing the department’s budget items.

- A number of separate “management system” units exist for the purpose
of achieving economies and efficiencies within the individual agencies. No
formal organization or program exists, however, for (1) achieving similar
efficiencies in other departments or on a statewide basis or (2) directing
central or interagency project efforts to achieve such 1mprovements in
statewide administration.

In our judgment, a small unit of ‘project management type” individuals
is needed to identify, coordinate and direct projects that could be imple-
mented readily and result in significant improvements in state efficiency .
or economy. Although the management services office has a unit of man-
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agement analysts, they are used primarily for routine functions or commit-

ted to long-term department projects. During the course of a project, the
project manager in this recommended unit should be able to acquire
temporarily the staff resources required from the variety of technical
specialists within General Services, other state agencies or from outside
state government. We recommend that initial responsibilities of the unit
include directing projects to (1) implement a central state system for
acquiring and maintaining state office copier equipment (as recommend-
ed in our analysis of the Office of Procurement) and (2) increase intera-
gency sharing of heavy equipment (as recommended in our analysis of the
fleet administration division}). '

Program Elements

~ The statewide services support program consists of the followmg 14
program elements.

A, Administrative Hc;rings

Source Proposed Proposed

. Funding . of funds expenditures staff
Revolving fund ...... ; + Item 160 $1,598,509 621

The Office of Administrative Hearings (1) conducts quasi-judicial hear-
ings, (2) compiles and publishes the California Administrative Code and
(3) conducts studies of administrative law and procedure

B. Commumcatlons

' ) Source Proposed Proposed
‘ Funding of funds . expenditures stalf
Direct support - ‘ Item 155 $40,983 T .
Revolving fund Item 150 17,758,495 -
Total : : 817808478 3237

This program element involves planning for and managing state tele-
communication facilities, assisting agencies in defining and satisfying their
telecommunication ' requirements, providing installation . and mainte-
nance services and ensuring system reliability. Radio, telephone, teletype,
closed circuit TV, emergency (911) telephone and data transmission serv-
ice functions involve communication system planmng, design, installation, -
alteration and maintenance. Telephone services consist of managing the
state’s leased-line telephone system, operating state switchboards and pre-
paring state telephone directories. '

C. Flest Administration Division

Source - ,Praposed Proposed l

Funding of funds expenditures staff

Direct support »  Item 155 . $67905 1604
Revolving fund Item 160 9,956,668 ' —
Total : - © 810044573 1604

The fleet administration division conducts various vehicle service activi-
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" ties' including vehicle pool ‘operations, garage operations, preventive
maintenance, statewide inspection services, parking services for state em-
ployees and the public, and central management and coordination.

Interagency Sharing of Mobile Equipment
We recommend that:

1. A fuil-time state mobile eqmpment coordinator be appoznted by.the
Director of General Services to work with the state equipment council
and be responsible for directing and expediting implementation of the -
interagency equipment sharing program. ‘

2. General Services, with assistance from the Department of F}nauce
prepare and submit to the Joint Legislative Budget Committee and fiscal
committees prior to budget hearings, a proposed plan, schedule and
budget for continued implementation of the equipment sban‘ng program
for 1975-76. Funding for the program should be provided in the Depart-
ment of General Services’ budget from pro rata charges paid by participat-
ing departments through the Service Revolving Fund (Item 160).

3. General Services prepare instructions in the State Administrative
- Manual requiring departments to (a) participate In the program, (b)

submit information on their equipment which should be listed in the
mobile equipment inventory and (c) obtain speczﬁc approval from the
. state mobile equipment coordinator before renting from nonstate sources
specific types of equipment having high rental rates. .
An interagency heavy equipment council was formed in 1972 for coor-
dinating the acquisition and use of heavy equipment from a statewide
- perspective. In the 1973-74 fiscal year, the scope of the program was
‘extended to encompass all state “mobile equipment” (motor vehicles and
other equipment which can be transported readily) and the council was
redesignated as the “state’ equipment council.” .

Promising Start

_ Accordmg to a July 1973 report pubhshed by the councﬂ the heavy
equipment sharing program resulted in total net savings to the state of
$119,000 during the 1972-73 fiscal year from interagency transactions in-
volving heavy equipment rentals, repair services and supplies. The coun-
cil’s July 1974 report indicates that interagency sharing of “mobile
equipment” (involving both heavy and light equipment transactions)
‘resulted in total net savings to the state of $450,000 during the 1973-74
_ fiscal year. The council in its October 1974 quarterly progress report indi-

cates net savings of $78,000 resulted during the first quarter of 1974-75.
A significant recent development has been the publication by the coun-

cil of a detailed inventory of state-owned mobile equipment. The inven-
tory, which is maintained on a computerized data base by the Department
of Transportat:on identifies mobile equipment items owned by individual
state agencies and indicates their location and the organization and indi-

vidual to contact in grder to rent them. The inventory, if properly used,

should be an effectwe device to facilitate mteragency equ1pment sharing.
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Greatar Savings Possible

The council’s July 1973 report stated that mgmﬁcantly greater savmgs
($3 million per year) could be realized simply by using state heavy equip-
ment vehicles ten percent of the time during which they are idle. The
report stressed the need for top management involvement to provide the .

- policy and enforcement direction requlred in order for the program to be -
effective. :

Pro;ect Managament Recommended

The equipment council consists of middle management eqmpment spe-
cialists who take time from their regular jobs to participate in the council’s -
activities. Because of the substantial savings posszble we recommended in
the 1974-75 Analysis that General Services assign a project manager and
prowde sufficient staff resources to fully unplement the equipment shar-
ing program to achieve maximum state savings in the shortest time possi-
ble. In line with the recommendation, an assistant director of General
Services was designated as the project director. In addition, an operations
research specialist was assigned to provide technical support to the project
on a full-time basis. The assistant director, however, was not relieved of
his regular duties-and, as a practical matter, the program has contmued
to be managed prunanly by the state equipment council.

Project Management Recommended—Again

Continued “management by committee” seems clearly inappropriate if
implementation of this program is to be expedited. For this reason, we
recommend that the Director of General Services appoint a fill-time state
mobile equipment coordinator to work with the state equipment council
and be responsible for directing and expediting the program’s implemen-
tation.

Plan, Schedule and Budget Required

The council, in its October 1974 quarterly progress report, esnmated
program costs at $94,000 during the 1974-75 fiscal year and indicated that
the costs are to be prorated among departments based on the number of
motor vehicles which they own. We are advised by General Services staff,
however, that (1) program expenditures do not appear as such, in any
department budgets, (2). certain participatirig agencies are 1nformally
donating resources (e.g., manpower, computer time, éte.) to the program -
and (3) General Services “out-of-pocket costs” associated with the pro-
gram of approximately $20,000 for the 1974-75 fiscal year are being recov-
ered from charges to customers recewmg service from the . fleet
administration division. -

In order to implement the program in an orderly manner, the Depart-
ment of General Services, with the assistance of the Department of Fi-
nance, should develop a proposed . plan, schedule and budget for
‘continued implementation of the equipment sharing program through
1975-76. The program should be funded through the Service Revolving
Fund and supported entirely from pro rata charges paid by part1c1pat1ng
agencies.
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Provlslons to Ensura Full Pnrtlclpatmn :
Ttis our understandmg that certain departments have md1cated areluc-
tance to (1) provide information on their mobile equipment for inclusion
- in the mobile equipment inventory and (2) rent their equipment to other
agencies. In order to ensure full participation, we believe the Department -

- of General Services should prepare specific instructions in the State Ad-
ministrative Manual requiring departments to (1) participate in the ] pro-
gram, (2) submit information on their mobile equipment for inclusion in
the state mobile equipment inventory and (3) obtain specific approval
from the state mobile equipment coordinator or his representative before
renting specﬂ:ied types of equipment having high rental rates from non-
state sources in order to ensure that comparable state-owned eqmpment
is not available.

Motor Vehicle Rautlllzatnon Efforts Should be Intensified
- We recommend that:

1. An augmentation be mad’e of $19,074 for safanes and wages p]us an
amount for related expenses for one assistant equipment coordinator and
. one-half clerical position (augment budget Item 160, Service Revolving

Fund) to expand the motor vehicle reutilization program. The cost should
be recovered from savings resu!tmg from increased sales of reutilized
© equipment.

2. Funds saved by agencies as a result of purchasing used vehicles be
reported by General Services to the Department of Finance as-a bas:s for
unallocating funds saved from such agencies’ budgets.

The fleet administration division administers the state motor vehicle

-reutilization program. Under that program, the division arranges for state

agencies requiring motor vehicles to purchase used vehicles which have
“been declared as surplus by other state agencies whenever feasible. Net
annual savings from the program exceed $1 million. The entire program
presently is operated by a single equ1pment c00rdmator

Greater Savings Are Posslble
Based on our examination of program activities, at least $100,000 addi-
. tlonal annual net savings to the state are not reahzed because the coordi-
nator’s present workload prohibits his locating state agencies which
otherwise would purchase and effectively use state vehicles which are
declared as surplus and sold at public auctions. In order to remedy this
“situation, we believe that one assistant equipment coordinator and one-
half a clerical position should be added to support the program, funded
. from savings resulting from increased sales of the reutilized equipment.

Savings Should Be Saved

* Presently, funds saved by agencies purchasing used vehlcles through
the reutilization program may be spent by the agencies for other pur-
- poses. In order for such savings to actually be realized by the state, we
suggest they be reported by General Services to the Department of Fi-
nance as a basis for unallocating funds from such agencies” budgets.
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Pilot Shuttlebus Sarv:ce Should be Dlscontmued

We recommend that the Department of General Serwces discontinue
its pilot multipassenger service for employees travéling on state business
between Sacramento and the bay area. The department should instead
publish regulations in the State Administration Manual directing em-
ployees when traveling on state business to (1) use common carriers or 3)
drive together in state or personal cars whenever feasible,

The Department of General Services was required: by the Supplemen- ,
" tary Report of the Committee on Conference (Budget Bill of 1974) to plan

and monitor implementation of a pilot multi-passenger shuttlebus service
for employees traveling on state business directly between Sacramento
and the bay area. According to the department’s October 25, 1974 progress
report to the Legislature, the program was initiated in June 1974. Each day
- four trips were scheduled from Sacramento to San Francisco and from San
Francisco to Sacramento. Two full-time positions were assigned as drivers
of two nine-passenger station wagons which were used in the program. To
date participation has been extremely low and, because participation is
voluntary, it is doubtful that it will increase 31gn1ﬁcantly ,

The department appears to have given no serious attention to (1) the
possibility of using common carriers, (2) actively soliciting participation
by other state agencies operating car pools or (3) requiring participation
by employees traveling between Sacramento and the bay area. In order
to achieve even a margma.l economic advantage it appears necessary that
(1) common carriers be used and (2) employees be requ1red to partici-
pate. :

D. Insurance Office

. , Source - Propased Proposed
Funding - of finds expenditures - staff
Direct support ' : item 163 - $44,921 111
Revolving fund ....... . Item 160 - 2,898600 o~
Total ‘ _ . $2,943611 111

The insurance office administers a comprehensive program for recover-
ing damages to state-owned vehicles, advises agencies on risk manage-
ment problems, analyzes agencies’ insurance requirements and negotiates
for insurance procurement based on such analyses. The office also admin-
isters a driver accident prevention program and the state’s deferred com-
pensation program.

Automobile Liability Self—lnaurance :

Legislative Interest Tnggers Study. Pursuant to interest expressed by
the Legislature during the 1968 Session, our office engaged a consulting
firm specializing in risk management to provide expertise in studying the
feasibility of the state’s assuming self-insurance for all state-owned vehi-
cles. The firm in its January 1969 report entitled Feaszbz]:ty Study of Au-
tomobile Liability Self-Insurance stated that: ~

1. The state should continue its present purchased insurance program
provided the insurance company maintained its present rate.

2. The state should investigate the feasibility of self-insurance in antici-

987059



218 / AGRICULTURE AND SERVICES ) . Iterns 155-163

DEPARTMENT OF GENERAL SERVICES—Continued

patlon of mcreased premmm rates or cance]latlon of insurance by the
carrier.

‘3. The insurance office had not mamtamed adequate historical statistics
of premiums and losses over the prior ten-year period.

Statistical Record Keeping Improves. The insurance office improved its
statistical record keeping with respect to state automobile losses in order

to be able to continucusly evaluate the feasibility of state self-insurance.

In the 197172 Analysis we reported that in the opinion of the insurance

officer it was still to the state’s economic advantage to continue purchasing

automotive insurance. We pointed out, however, that this opinion was
based on the state’s maintaining existing coverage at reasonably compara-

ble rates and ‘that if insurance rates became unreasonably high the state

would have to self-insure. -

Auditor General Recommends Self Insurance. The Auditor General in
a December 1974 report recommended that the insurance office cancel
the current state automobile insurance policy which provides full liability
insurance for losses up to $2 million and (1) begin a self-insurance pro-
gram for losses below $50,000 per accident and (2) purchase full liability
insurance for losses from $50,000 to $2 million.

We are advised by the department that the insurance office itself had
been considering this option and based on its historical statistics available
at that time had estimated that such a change would reduce state insur-
ance costs $514,800 over the three-year period ending June 30, 1977. Ac-
cording to the department, no-fault insurance could make state
self-insurance even more attractive. It is our understanding that the de-
partment has recently acquired additional statistical data and presently is

evaluating a number of alternatives (including the recommendation.

proposed by the Auditor General) for reducing state costs by having the
state assume full or partial self-insurance against automobile losses. The
insurance officer states that he expects to offer specific recommendations
on this matter by July 1, 1975. Our office will continue momtonng the
department s efforts and progress in this area.

E. Legal Services

. . Source Proposed FProposed .

‘ Funding of funds expenditures stalf
Revolving fund Item 160 - $453,973 187

The legal office provides direct services to the Departments of General
Services and Finance and various boards and commissions. The office also
reviews transactions entered into by other state agencies which are sub-
ject to approval by General Services.

F. Local Assistance

Source Proposed Proposed
Funding of funds . expendifures Staff
Direct support ; Item 155 : $70692 - 490
Direct support . Item 162 . 1,017,889 =
Revolving fund reimbursements [tern 160 2,577 —

Total $1,001,158 490
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ThlS office administers the State School Building Aid Program which
provides financial assistance to school districts for acquisition and develop- -
ment of school sites, construction of buildings and purchase of equipment.
Other activities include (1)} reimbursing counties for providing legal coun-
sel to indigents and (2) adrmmstenng other programs offenng ﬁnanc1al
assistance to-local agencies.

G.: Management Services Offlqe

Funding ' . of funds expenditures staff

Direct support . A Item 165 '$ 71646 2092
Revolvi.ng fund Item 160 7,086,446 - N

Total .. ‘ TR $1,094002 2992

The management services office provides a variety of services including
accounting, budgeting, data processing, management analysis and state
records management. The office also admmlsters the central state EDP
education program.

Central State EDP Training

We recommend that:

1. An augmentation be made of $119,460 for salaries and Wages plus an
amount for related expenses for adding six data processing systems ana-
lysts, two clerical positions and 1.2 temporary help positions (augment
budget Item 160, Service Revolving Fund) in order for the central state
EDP training program to continue at its present Ieve] in the 197576 fiscal
year.

2. Ofthese positions, one analyst and one and one-ba.lf clerical positioris

"be used to initiate a state EDP training coordination program.
" We have continuously supported the development and improvement of
the state’s central EDP education program. Since its transfer to the De-
partment of General Services in early 1972, the program has operated on
a fully reimbursable basis and has expanded significantly. In addition to
- providing instruction for EDP specialists, the program offers training de-
signed specifically for various types of non-EDP personnel including ex-
ecutives, middle managers, auditors and users of EDP services.

Program Expanded to Accommodate Teale Data Center {TDC)

The program’s staff was increased by 9.2 positions in the 197475 fiscal
year in order to provide training on a reimbursement basis specifically for
(1} EDP specialists employed by the TDC and (2) non-EDP personnel
from agencies receiving services from that data center. The TDC training
program, however, was budgeted for the 1974-75 fiscal year only.

Program Level Should be Maintained

Almost all of the training presently prov1ded by the progra:n for in-
dividuals employed or served by the TDC is applicable and can be offered
to other state personnel as well. Because of the acceptable quality of the -
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training and the continued high demand for it, many of the courses have
been heavily oversubseribed, - -

In our judgment, a valid need continues throughout state service for
practical, up-to-date EDP training both for data processing specialists and
those responsible for or served by EDP. In order to meet this need ade-
quately, the central state EDP education program staff should be main-
tainied at its present level to (1) satisfy the increased demand for the
training presently offered (2) continuously update the program to keep
pace with new training requirements and (3) initiate a central coordina-
tion effort (described below) to enable the state to make more effective
use of its total EDP training resources,

The entire program, however, should continue to be funded ona fully
reimbursable basis. .

EDP Training Still Is Fragmented

Although the central EDP education program has demonstrated consid-
erable progress, from a statewide perspective EDP training continues to
be fragmented and inefficient. Agencies continue developing their own
programs independently with little interagency sharing or cooperation.
They continue to contract separately with private vendors to satisfy their
individual training needs. The quality and extent of EDP training varies
greatly among state agencies. While certain larger organizations have
extensive programs under their own full-time EDP training specialists,
other agencies have inadequate programs or none at all. In short, the state
should be making much more effective use of its EDP training efforts and
resources.
~In order to provide effective EDP training to state employees as effi-

ciently as possible, we recommend that a program be implemented
whereby all agencies having EDP personnel are required, with the assist-
ance of General Services, to prepare an annual EDP training plan and
budget for approval by the Department of Finance. To initiate the pro-
gram, we recommend that the state central EDP education unit: -

1. Distribute by July 1, 1975 to each state agency having EDP personnel,
instructions for preparing its EDP training plan and budget for the
1976-77 fiscal year. :

2. Counsel and assist each agency in developing and modzfymg its EDP
training plan to capitalize on and make optimum use of total state
resources.

3. Consult with the Department of Fmanc:e to secure approva.l of each
agency’s EDP training plan and budget.

4, Upon Department of Finance’s approval, structure a statewide EDP
training curriculum and schedule (to supplement those individual
agency programs which continue to be justified)” for the 1976-77
fiscal year based on the composite needs of all agencies.

5. Monitor the execution of each agency’s EDP training plan.

6. Review and modify the statewide EDP training curriculum as need-
ed.
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* . H. Office Services B

Source _— Proposed Proposed
. Funding of funds expenditures staff
Revolving fund Item 160 $4,831,686 ©2051

The office services division provides office machine repair, reproduc-
tion, mail and clerical services to state agencies.

Interagency Mail Service Should be Expanded

We recommend that the office services division, mtb assistance of the
Department of Finance, survey the use of external messengers by state
agencies in the greater Sacramento area and submit to the Joint Legisla-
tive Budget Committee by November 1, 1975 a report (1) identifving
specific positions being used as messengers which should be eliminated in
' the various agencies; (8} presenting a plan, schedule and budget for pro-
viding interagency messenger service to such agencies and (3) indicating
annual net savings in state costs which would result if the recommenda-
tions and plan were implemented.

- Itis our understandmg that many state agenmes in the Sacramento area
particularly those in the outlying areas have employees spending all or
most of their time dehvermg mail between their offices and external
locations. For example, in our analysis of the State Fire Marshal’s Office
{Item 152) we recommend deletion of a position requested to serve as
such a messenger and recommend the office receive messenger service
instead from General Services. The office services division presently offers
interagency mail service in downtown Sacramento, collecting and deliver-
ing mail twice daily for a maximum charge of $80 per month.

l. Office of Procurement

Source Proposed Proposed

Funding - of funds expenditures stalf
Revolving fund Item 160 © §20,660.925 186.8

The procurement element consists of three program components: (1)
direct purchasing, (2) warehouse-resale and (3) traffic management.

Need to Improve Acquisition of Office Copiers

We recommend that:

1 The Department of General Serwces with advice dnd ass:sta.nce of
the Department of Transportation, prepare a specific plan (including a
schedule, budget and projected savings) for implementing a coordinated
statewide system for acquiring, deploying, maintaining and replacing of-
fice copying equipment on a statewide basis. The plan should be submit-
ted prior to the budget hearings for consideration by the committees
hearing the department’s budget items.

2 A full-time project manager be designated to implement the plan.

3. General Services purchase copier equipment and lease it to using
agencies when purchase Is cost-justified,

4. General Services perform a copier reutilization function (s:m:]ar to
its statewide automobile reutilization program).
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5. After the copier program is implemented successfully, it be extended
to encompass other equment including word processwg machines.

High Payoff Potential

Although almost all office cop1ers in state use presently are leased (ac-
.cording to General Services, approxlmately 1,800 copiers are leased at an
annual cost of $7.4 million), in many cases it would be to the states
econormic advantage to own them.

‘Central Systom Proposed

In the 1974-75 Analysis, we recommended that the Department of Cen—
eral Servicesundertake a project to (1) determine statewide office copier
requirements, (2) determine the numbers and types of eqmpment Te-
quired to satisfy such requirements, (3) arrange for the state, through |
central volume acquisition, to acquire (lease or purchase) each type of -
equipment in the most cost/effective manner possible, (4) provide for
interagency coordination and sharing of the equipment and (5) have the
state maintain the equipment when econormcally feasible.

In line with our recommendations in the 1974-75 Analysis, the Supple-
mentary Report of the Committee on Conference required the Depart-

-ment of General Services to submit to the: Leglslature (1) a plan and -
schedule for implementing a coordinated office copier program by Octo-
ber 1, 1974 and (2) reports by January 1, 1975 and April 1, 1975 specifying
the department s progress in unplementmg the plan and savings achieved
as a result of the program

Department Fails to Submit Plan

The department failed to submit the plan and schedule on October 1,
1974 as required. It is our understanding that such a plan was prepared by
the department and submitted to the Cabinet for approval, but that it was
not released by the Cabinet. We therefore recommend that the depart-
ment submit a plan for implementing a central state office copier program
in accordance with the approach prescribed in the 1974-75 Analysis and
as outlined above o
Capltallze on DOT Expartlse ' ‘ :

The Départment of Transportation presently operates its own compre-
hensive office copier program under the central direction of a full-time
office copier specialist. Formal guidelines and procedures have been pub-
lished for determining copier requirements, and for selecting, acquiring
and maintaining copier equipment on a cost effective basis. In order to
capitalize on that department’s expertise in this area and apply its proce-
dures to the extent practicable on a statewide basis, we suggest that the
Department of General Services seek the assistance of the Department of
Transportatlon in developing a central state office copler program.

Leasoback Procedure Indicated

~ Although almost all state copiers presently are leased General Services
equipment specialists majntain that in most instances it would be clearly
to the state’s economic advantage to purchase such equipment. It is our
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understanding that existing leases of copiers typically are extended simply
because sufficient funds have not been budgeted by the using agency for
purchasing the equipment. In such cases, when it is to the state’s advan-
tage to own the equipment, we believe General Services should purchase
it and lease it to the usmg agency. o .

Office Copler Rautlhzatlon

General Services should implement an office copier reutilization pro-
gram similar to its statewide automotive reutilization program. Under the
latter program, General Services arranges for state agencies requiring
motor vehicles to purchase whenever feasible vehicles which have been
declared as surplus by other state agencies. (The motor vehicle reutiliza-
tion program results in annual cost avoidance to the state in excess of $1
“million.)

" Expand to Other Equipment

After the office copier program is fully operational, it should be extend-
ed to include other high payoff areas including word processing equip-
ment and other office machines.

Equlpmant Should be Purchased When Feasible

We recommend that the Department of General Services and the De-
partment of Finance cooperatively implement procedures to facilitate
state purchase (rather than lease) of equipment whenever state owner-

- ship of such equipment is economically justified.

Although most equipment acquired by the state is purchased rather
than leased, acquisition by lease is the cornmon practice for certain types
of equipment, particularly word processing machines and certain other
office equipment. Agencies frequently have leased such equipment even
when it clearly would be to the state’s economic advantage to own it. To
remedy this situation, the Department of General Services has imple-
mented procedures requiring departments to prepare lease/purchase
analyses for approval by General Services before such equipment may be

- acquired. As a result, the state is purchasing a greater proportion of the

- office equipment it uses. It is our understanding, however, that in many
cases an agency, after completing a lease/purchase analysis indicating
purchase as preferable to leasing, is permitted to lease the equipment
because 'sufficient funds for such purchase have not been budgeted.

Approaches which should be considered include (1) encouraging agen-

. cies to systematically forecast their equipment requirements (2) advanec-
ing funds to enable the using agency to purchase the equipment and repay
such funds at a subsequent time and- (3) providing for purchase of the
equipment and leasing it to the using agency.

Based on our discussions with General Services equipment spema]:sts
it appears that proper implementation of a system for state purchase of
equipment whenever economically feasnble would resuit in annual savmgs

" of at least $500,000.
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: J Security and Protection

Source . Proposed Proposed

L Fumding of finds’ expenditures staff
Direct support Item 155 $1,340,570. 2975
Revolving fund Item 160 - 3,550,717 -

- Total " $4,891.287 2075

The state police division provides services to protect state propertyand .

bmldmgs their occupants and visitors from hazards and criminal actions.
* K. State Printing

Source . - Hopwed Proposed

Fundng of funds expenditures  staff
Revolving Fund Item 161 495,083,085 7024

The Office of State Pnntmg provides printing services for the Legisla-
ture and all state agencies. except the University of California. It also
produces elementary textbooks for distribution to local school dlstncts

L. Small Business Procurements and Contracts

. Source Proposed Proposed
_ thdthg : - v offunds . expenditures  staff
. Direct support : : Item 155 $141,154 - 60

' This office exists to facﬂltate small business parhexpatmn in state pro-
curements and construction contracts. :

M. State Board of Ccmtrol g
.S'aurce , Proposed Proposed

: thding' . L of funds -expenditures staff

Direct support’ - ' : Itemn 156 . $330,463 160
Revolving fund . v Item 160 46317 =
Total ' — $376,780 169

The board receives, processes and investigates all claims for money or
" damages against the state and reviews a variety of specified fiscal transac-
Hons. It also determines the pro rata share of statewide administrative
‘costs payable by-each state agency and administers the statewide em-
ployee suggestion system. '

Board Should Operate Independantly
We recommend that the Board of Control 3ppear in the Governor’s
Budget as a separate state entity.
In prior years, the Board of Control appeared in the budget as an
_independent entity. We are advised by the Department of Finance that
(1) the only purpose of 'including the board as an element in the General
Services budget was to “consolidate the budget” by reducing the number
of organizations appearing separately and (2) doing so reflects no changes
in the board’s responsibilities or functions. We believe however, that the
Board of Control should remain in the budget as a separate state entity in
1975-76 and in subsequent years in order to operate independently as
intended by law.
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Sharp Increase in Victim Claims

We recommend an augmentation of $43,356 for salaries and wages plus
an amount for related expenses for adding one analyst and four clerical -
positions (augment budget Item 156, General Fund) to process tbe -

- erease in vietim of violent crime claims:

Last year the Board of Control projected a 44 percent increase in victim
claims in the 1974-75 fiscal year as a result of Chapter 1144, Statutes of 1973.
The board, based on its recent experience, however, has revised its projec-
tions and as of January 1975, estimates the increase at 162 percent for the
1974-75 fiscal year as indicated in Table.5. Because of this substantial
workload increase, the board is seriously understaffed. It is our: under-
standing that, as a result, (1) approximately 570 such claims were back-
logged as of January 1975, (2) it takes 30 to 60 days from the date a claim
is received until an acknowledgement is sent to the claimant (formerly
such acknowledgments were sent within five to seven calendar days) and
(3) the total time required to process such claims has been extended by
up to eight weeks.

Table 5
Victim of Violent Crimes Program -
. B /% RN X A R 197475 - 197576
Claims filed......ommmms 658 1,081 1337 35000 - 43000

Percent change from previ -

OUS YT -oovurrmrnrsssssssssesivares +48% - - +55% . @ +24% +162% - +29%
MAD-YLATS wecrerasrrrrrrn e NJA N/A g1 58° - 56"
& Agency estimate. ’

b Does not reflect addmona.l staff shifted from other programs to process victim claims.

Special Studies

We recommend an augmeatabon of §60,000 (augment Item 156, Gen-
eral Fund) to provide funds to contract for analyst services to conduct
required spec:al studies.

The board in carrying out its responsibilities requires that a variety of
studies be conducted as a basis for properly adjusting state reimbursement
and allowance rates. In the past, General Services management services
office has assigned analysts who have conducted such studies for the board

. _ at no cost. In the future, however, such analysts are to be available only

on a reimbursement basis. In our judgment, the board, rather than adding
analysts of its own, should continue using outside analysts. Based on (1)

“previous study efforts required by the board and (2) published rates of
management services office analysts, we have determined that $60,000
should be added to the budget to enable the board to contract for specxal
studies required in the 1975-76 fiscal year. -

N. Motor Vehicte Parking Facilities

Source: " Proposed Proposed

‘ . Funding © ¢ offunds - expenditures . staff
" Direct support ... . . Gov't. Code t§750,547 R

(Sec. 14678)
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.This program element represents expenses incurred by the depart-
ment’s divisions of {1) buildings.and grounds, {2) security and protection
and (3) fleet administration respecnvely for mamta1mng, protectmg and
admunstenng state parking facilities. .

HI. ADMINISTRATION

¢

Source Proposed = Proposed

Funding . of funds expenditures staff .
Revolving fund Item 160 $2,723,058 746

The administration program consists of executive management fiscal
and personnel functions which support the department’s operational pro-
grams. Program costs are distributed among the department’s line pro-
grams. The department also provides on a reimbursement basis
accounting, budgeting and personnel services for a number of smaller
state entities. -

Working Capital

We recommend that:-

1. The Departinent of General Serwcesm cooperation with the Depart-

; ment of Finance submit prior to the budget hearings to the Joint Legisla-

tive Budget Committee and fiscal committees hearing General Services’
budget items a consolidated fscal statement specifically indicating work-
ing capital funding for each operating division for the three-year period
ending June 30, 1976.

2. The statement reflect all Workmg capzta! expenses including project- -
ed emplovee salary increases. '

3. The statement either (a) conform entirely to the proposed format as
presented in appendix 8 of the department’s April 12, 1974 report on
working capital to the Assembly Ways and Means Subcommittee or ( b)
be accompanied by written explanations justifving any modifications.

4. The statement be supplemented by a narrative explaining in non-
technical terms the deparbneuts working capital requirements and how
the working capital is to be acquired and used.

5. Such a consolidated fund statement and narrative be mc]uded in tbe
Governor's Program Budget in subsequent years.

Cash-Flow Problems

We identified problems associated vmth the department s cash-flow re-"
quirements on page 251 of our 1971-72 Analysis and recommended im-
proved management reporting procedures as a partial solution. The
department since has improved its cash-flow reporting to both its execu-
&/e and line management. In addition to the improved reporting, the

partment initiated a plan during the 1972-73 fiscal year to provide
working capital to satisfy its cash-flow needs by adding a two to five
percent surcharge to its rates. Prior to using the surcharge approach,
General Services relied almost entirely on advance payments from 1ts
- customer agencies to satisfy its cash requirements.
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Legislative Interest

An Assembly Ways and Means subcommittee held a special hearing
January 31, 1974 on the subject of General Services’ working capital re-
quirements and whether a surcharge approach should be applied in addi-
tion to or instead of the advance payments system. At that hearing we
issued a statement entitled Analysis and Recommendaitions Begardmg a
Working Capital Approach by the Department of General Services in
which we stated that neither the distortions created by the advance pay-
ment system nor those created by a working capital accumulation ap-
proach would appear to be particularly significant. The statement also
contained specific recommendations for ensuring efficierit use of and ef-
fective fiscal control over the department’s working capital funds. We
recommended in the statement for example, that a narrative presenting
the department’s working capital requirements, objectives, fund condi-
tion and operations be included annually in the Govemor s Budget and be
supplemented by appropriate fund statements. _
Working Capital Funding Should be Presented CIearlv ‘

At the request of the subcommittee, the Departments of General Serv-

ices and Finance jointly prepared a report dated April: 12, 1974 entitled .

Report to the Legislature on General Services Working Capital Require-
. ments which proposed that the advance cash payment system be phased
out and replaced completely by the surcharge approach by July 1976. The

report stated that the department’s consolidated current surplus state—l

ment in the Governor’s Budget did not reflect adequately the manner in

which General Services accumulates and uses its working capital and, to-

remedy these deficiencies, proposed a revised fund statement included as
Appendix 8 of that report.

. The Supplementary Report of the Committee on Conference (Budget
Bill of 1974) required that the cash advance system be considered prefera-
ble to the surcharge approach and continue to be used in those divisions
where feasible. It required further that (1) the 1975-76 Governor’s Pro-
gram Budget include an expanded consolidated fund statement as de-
scribed in Appendix 8 of the April 12, 1974 report cited above and (2) a
narrative accompany the statement explaining’ clearly in nontechnical
terms the department s working capital requirements and how the work-

ing capital is to be acquired and used.

Ground Rules Changaed/Results Misleading :

No narrative appears in the Governor’s Budget explaining the depart-
ment’s working capital requirements and the cohsolidated fund statement
which does appear is confusing and inaccurate. It does not coriform to the
one proposed in the April 12, 1974 report by the Departmernits of General
Services and Finance as was required by the Supplementary Report of the
Committee on Conference. The statement contained in the budget fails
to segregate working capital funding from equipment funding. The de-
partment’s budget specialists are unable themselves to determine from
the statement the present and projected level of the department’s work-

ing capital. In addition to mixing working capital together with equip-

ment, the statement fails to reflect anticipated employee salary increase

costs and thereby overstates the total projected value of equipment and

working capital as of June 30, 1976 by an estimated $9 million.
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‘ Department of General Services
OFFICE OF ARCHITECTURE AND CONSTRUCTION

Item 157 from the Architecture

Public Building Fund ' R Budget p. 278
Requested 1975-T6 woooecreeereermereesesssesese S eeseresrerenasennne $2,016,841
Estimated L974-T5.....ccccommmreivmsrrmmreieiersnsssssessssssessssssesssssssssssssinins 1,901,639

ActUal 1973-T4 .....cciirrmrnrcenrerreseresnsrnras e rssssinasssssesesssassssenes 1,564,103
Requested increase $115,202 (6 percent) S
Total recommended reduUCHON ...........cccoommemmmrrssscns SN None

GENERAL PROGRAM STATEMENT

“This item, along with $1,431,976 from the Structural Bevolvmg Fund,
which is contmuously appropriated, supports the. Office of Architecture
and Construction’s {OAC) plan checking and construction inspection ac-
tHvities related to all public school and new hospital construction in the
state.

The Office of Architecture and Construction does not perform any
design work with respect to this program. After the plans have been
approved, OAC inspects and monitors construction progress to insure
compliance.

OAC receives a set filing fee under the schoolhouse program and a
uniform fee based on a percentage of the estlmated construction cost
under the hospital program.

ANALYSIS AND RECOMMENDATIONS

Table 1 indicates the current estimated trend in sahoolhouse and hospi-
tal construction activity and the budgetary impact on the plan checking
program. The 18 percent increase merely reflects the estimated impact of
inflation in the construction industry. Thus, the agency is anticipating no
increase in its workload level over 1974-75. The proposed budget increase
of $115,202 is only for salary and wage adjustments and prlce increases.

Table 1
Comparison of Workload Funding a'nd_ Staffing Changes
. ' Actizal Estimated Estimated  Percent change

Construction Value 197374 1974-75 1975-76  from current pear

Public Schools.......o...... $320,000,000 $392,000000 - $462,560,000 18%
. Hospitals............. J— 200,000,000 336,000,000 396,480,000 18

s U 2 DO $520,000,000 - $798,000,000 $859,040,000 18%

Total Program. Expendi-

BUFES e 2,144,966 - - 3,323,007 3.448817° 38%
Produetion man- years .. T4 125.3 1253 -
Revenues: . : . ’ '

Schoolhouse fees .......... 1670854 - 1,960,000 2,312,800 - 18%
Department of Health 2034359 2,352,000 2,775,360 18
Investment ....ocnnee . 162,102 258,813 . 187,000 (—28)

Total ..ovcremeernrmrenemaenes $867315 - '$4,510,813 $5,275,160 154%

* Includes $2,016,841 from the Archltecture Public Buxldmg Fund and $1,431,976 from the Structural
Revolving Fund.
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Deﬁhfthweﬁt of General Services
OFFICE OF ARCHITECTURE AND CONSTRUCTIO/I'\I

Item 158 from the Architecture

Revolving Fund _ ‘ 4 Budget p. 278
REQUESLE 1OT5-T6 .....ooversseresrenerssassenessssssssssssssssssssenssssssessssssass $7,988,121
Estimated LO74-T5. o reeisnremesassesionsssrisssmsssesssresessastossasssnsnass 7,434,632
ACEUAL 197374 .o ssse i srert s se s er s arasssare s g ba s s ags 4,764,349

Requested increase $553,489 (7.4 percent)

Total recommended redUEHON ..o None
‘ . ’ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS " page

1. Future role of QOAC. Recommend Department of General. 230 -
" Services phase-out its basic architectural and consulting
services activities. .

GENERAL PROGRAM STATEMENT

The Office of Architecture and Construction (OAC) provides two basic
services. First, and primarily, OAC functions as an architectural -and engi-
neering services organization similar to larger private architectural firms.
It provides the full spectrum of architectural and engineering services.
However, OAC operates an on-thesjob inspection service for all state
projects asrequired by law. Private architects normally do not provide this
service as part of their regular contracts. Usually, where a private client

‘desires this type of inspection, he employs the inspectors directly.

Second, QAC functions as a policing agency to assure comphance with
the Physmally Handicapped Law and the Field Act. This is primarily a
plan checking function with some follow-up field inspection. In terms of
the Physically Handicapped Law, OAC is only responsible for reviewing
state funding projects. For the Field Act, it reviews all projects for public
school entities in the state and all new hospltals administered by the State
Department of Health. Additional information about these activities is
contained in our analysis of Item 157 which is the funding source for the
majority of OAC’s plan checking functions.

Compensation for Services

OAC is reimbursed for all of its out-of-pocket and overhead experises in
connection with any one job. In addition, overhead expenses that are not
connected with a specific job or authorization must be assurned by jobs in
progress. All of OAC’s related architectural and engineering activities are
funded from the Architectural Revolving Fund, which does not receive
any revenue directly. Rather, funds appropriated by the Legislature for
specific projects are deposited in the revolving fund as required by the
projects progress. Assessments are then made against each project account
for the services provided. Consequently; the actual volume of work for the
office, and hence the amount of funds available to cover all expenditures,
is completely dependent upon the level of capital outlay appropriations
provided by the Leglslature _
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ANALYSIS AND RECOMMENDATIONS

The budget for OAC’s Architectural Revolvmg Fund activities for 1975-
76 identifies six major categories of architectural consulting and construc-
tion services. Budget year staffing requirements are the same as the cur-
rent year.

Table 1

Architectural Consulting and Construction Services
* Workload Based on Estimated Construction Value

‘ o 1974°75 197576
L. Basic Architectural and Consulting Services......muemurmrme $28525000  $34,840,000
I Nonbasic Architectural and Consulting Services ... 46,684,000 55,087,000
II. Contract Architect Program ; . 32,739,000 38,632,000
IV. Basic Constructon Services ; 60,970,000 71,945,000
Y. Nonbasic Construction Services . 42,438,000 50,078,000
V1. Special Services (hours) . . - (9,233) (9,233)

The Governor’s Budget reports the esnmated construction value of
projects serviced, in each of the first five categories in Table 1, as a work-
load measure. In each of these categories, the amount shown for 1975-76

is 18 percent greater than the 1974-75 level. It is our understanding that
this percentage is the inflation factor used to adjust current workload
levels to 1975-76 construction costs. This projection of current workload
levels into the budget year is consistent with the proposed continuation
of current staffing levels. While we have not received any detailed work-
load projections to. substantiate budgeted levels, our cursory review of
workload generated by the cap1ta1 outlay program in the Governor’s
Budget and continued from prior budgets indicates that OAC’s budget
estirnates may be exaggerated.

'Future Role of OAC -t

" We recommend that (1) the Department of General Serv:ce.s' phase-out
the Office of Architecture and Construction’s basi¢ architectiiral and con-
sulting services activities, and (2) the department retain an architectural
consulting and construction capacity with adequate staff to:

© a. Administer contracts and supervise and inspect construction projects
designed for the state,

b. Provide professional programming assistance to state agencies,

- ¢. Coordinate and interpret the state’s building program and policies
and serve as liaison with private architectural organizations, and:

d. Perform certain functions related to state operations such as cost
estimating, special mveshgatlon space planning and preparation of
‘reports. -

At the time the state began prowdmg its own arch1tectural and-engi-
neering services, it was embarking on a large-scale postwar building pro-
gram. With the volume of work involved, the state developed a large staff
of architects and engineers having a continuity of experience with the
peculiarities of the state’s needs in its various specialized facilities. At the

‘time, there were few private firms that had similar expertise and the
capablhty to turn out such a large volume of work.
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However, circumstances have changed. The amount of state construc-
tion requiring the services of the Office of Architecture and Construction
has diminished due to program changes and a reduction in state college
projects assxgned to the office. In addition, numerous private architectural
and engineering firms have the expertise and production capabilities to
- perform the work as competently as the stateé-employed staff and at no
increase in cost.

Lack of 'Flexibility

The State Office of Architecture and Construchon does not have the
flexibility to adjust to fluctuations in workload as readily as a private firm.
This is because of various considerations including rules and regulations
governing layoff and demotion. This inflexibility coupled with a rapid
decrease in workload led to cost overruns totaling $1,592,647 from 1970 to

1972. This excess cost was ultimately recovered by a one-time deficiency -

transfer and a surcharge on future work. The potential for this situation

to recur is always present because of uncertainties as to the actual size of

‘the state’s capltal outlay program until the Budget Bill is finally passed
Valley WOrkload Cailing Concept

To alleviate this problem, the Leglslature estabhshed a va]ley workload .

ceiling by incorporating specific language in the Budget Act of 1972. OAC
. was directed to gradually reduce its staff “in-house” capabilities to a work-
load volume of $25 million by June 30, 1973. That ceiling has been raised
annually by subsequent Budget Acts to compensate for inflated construe-

-tion costs. The proposed Budget Bill ceiling of $34.8 million continues that

policy. The intent of this valley workload concept was to maintain some
“in-house” expertise while assuring optimum utilization of QAC staff. At
' peak workload times, when the work cannot be performed by existing
staff in a timely manner, OAC contracts for services with private profes-
sionals.

- Deficiencies of the Concept

. One operational problem the valley staffing concept failed to alleviate
was the dlfﬁculty associated with scheduling one year’s work when the
peak. workload is concentrated at the start of each fiscal year. To assure
a constant workload level and expeditious project flow throughout the
fiscal year, some work must be delayed
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. Based on past experience, we believe that the preliminary planning or
working drawings phase of most state projects, for which OAC is responsi-
ble, should not exceed six months. In fact, the present mix should average
closer to four months. Only an exceptionally large or complicated project
would justify a 10 month working drawing period. With construction costs
rising one to 1.5 percent a month, unnecessary project delays can be costly. .

‘Out of five hospital air conditioning projects funded in the Budget Acts -

of 1973 and 1974, four experienced delays that are partially attributable to
OAC. Inadequate pr gramming and budget documentation also contribut-
ed to the delays. We conservatively estimate that these delays will cost the

. state an additional $3.6 million because of rising construction costs. A

January 1974 status report prepared by the Department of Parks and
Recreation identified unnecessary project delays by OAC ranging from
one to six months. We estimate the cost .of those delays at close to $1
million. Contracting these projects to private firms. would have averted
these excess costs.
We suggest that the beneﬁts to be denved from maintaining OAC’s

basic architectural and consulting services are difficult to assess in light of
the (1) capabilities of private organizations, (2) lack of flexibility to rapid-

ly adjust to workload fluctnations, (3) inherent problems in scheduling a = .

constant workload level and (4) excess state costs being experienced be-
cause of unnecessary scheduling delays.

However, we believe it would be advisable for the state to employ 1ts
own estimators, project coordinators and inspectors. to interpret policy
and program needs, assist agencies in developing budget documentation,
control costs and insure compliance with contract documents. Conse-
quently, we are recommendmg phasing out one functlon while strength
ening others.

Agriculture and Services Agency
DEPARTMENT OF. INDUSTRIAL RELATIONS a

Tterns 164 and 165 from the _ : " _ -
General Fund : o Budget p. 299 -

Requested 1975=T6 ........ccoorevernvrierenisivsnssseressinns JOTR $46,354,995

Estimated 1974-T5. ..o iieeresicssssrsseresnissessisssersssssssssssssrsrsessarens 44,661,126

ACtUAl 1973-T4 ... rsss s sressr s rresm e e+ 31,140,045
Requested increase $1,693,869 (3.8 percent) ‘

Total recommended reducton ..o oenieeeeeens $12,948

1975-76 FUNDING BY ITEM AND SOURCE

Item' Description Fund Amount
164 Departmental Support . General ‘ $35,072,933
165 . Local Mandates ’ General ‘ 11,282,062

$46,354,995
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Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page
1 Administration. Reduce $12,948. Becommend deletion of an 61
Assistant Information Officer. ' :
2. Divisions of Labor Law Enforcement and Industrial Wel- 63
" - fare. Recommend legislation to consolidate the divisions '
(potential savings $200,000 annually). )
3. Division of Fair Employment Practices. Withhold recom- 64
~ mendation pending receipt of backlog data. ‘ -
4. Uninsured Employers’ Fund. Recommend eithér (1) abol- . 64
"ishment of the fund, (2) General Fund augmentation of
" $2,411.423 and corrective legislation, or (3) constitutional
’amendment to establish-a special fund from an additional
tax on workers’ compensation insurance premiums and cor-
- rective leglslahon ' « '

GENERAL PROGRAM STATEMENT

The purpose of the Department of Industrial Relatlons is to “foster
promote and develop the welfare of the wage -earners of California, im-
prove their working conditions and advance their opportunities for profit-
able employment ” To fulfill these broad objectives, the department
- provides services through the following programs: -

L. Administrative Support Services, which includes the Office of the .
Director and provides overall policy direction, legal and public informa-
tion, management analysis, fiscal management personnel and trammg, '
duphcatlon and data processing services.

2. The Self-Insurance Plans Unit, which issues certificates of self-insur-
ance to those enterprises demonstratmg financial capability to compen-
sate their workers fully for industrial mJunes and monitors ﬁnancml :
transactions mvolvmg such injuries.

3. The State Conciliation Service, which mvestlgates and mediates la-
bor disputes, promotes sound union-employer relationships for prevent-
ing disputes and arranges for the selection of boards of arbitration.

4. The Division of Industrial Accidents and the Workers’ Compensation
Appeals Board, which adjudicate disputed claims for compensating work-
ers who suffer industrial injury in the course of their employment .(Propo-

- sition'11, approved by the voters in November, 1974, changed the name
of workmen’s compénsation to workers’ compensation and the Work-
men’s Compensation Appeals Board to the Worl?'ers Compensatmn Ap-
peals Board). '

5. The Division of Industrial Safety, which admlmsters the California
Occupational Safety and Health Act (Cal-OSHA) enforces all laws and

-regulations concerning the safety of work places (including mines and
tunnels); and inspects elevators, escalators aerial tramways, radiation
equipment and pressure vessels.
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6. The Division.of Industrial Welfare, which enforces a total of 15 wage
orders promulgated by the Industrial Welfare Commission and other state
laws relating to wages, hours and working conditions.

7. The Division of Labor Law Enforcement, which enforces all labor
laws not specifically delegated to any other agency including those gov-
erning child labor, the payment of wages, the licensing of artists’ managers
and farm labor contractors,

8. The Division of Apprenticeship Standards, which promotes appren-
ticeship programs and other’ “on-the-job” training for apprentices and
journeymen, promotes equal opportunity practices in such programs and
inspects, approves and monitors such programs for veterans under a con-
tract with the U.S. Veterans Administration.

9. The Division of Labor Statistics and Research, which gathers data
regarding collective bargaining agreements, work stoppages, union mem-
bership and work-related i injuries and illness as part of the Cal-OSHA pla.n
- for use, among other things, in identifying hrgh-hazard industries for in-
tensified safety enforcement efforts.

10, The Division of Fair Employment Practices, which enforces laws
promoting equal opportunity in housmg and employment on the basis of
- race, religion, creed, national origin, ancestry, sex, age or physical hand-

icaps.

Under Section 2231 (a) of the Reveriue and Taxation Code the state
reimburses local governmental agencies for increased costs mandated by
state legislation enacted after January 1, 1973. The budget contains fund-
ing for the following four mandates- wrthm the program area of the De-
partment of Industrial Relations:

{a) Chapter 1021, Statutes -of 1973, which reduced the period over
_ which an injury must extend to quahfy a worker for dlSablllt‘y benefits

© {$489,252).

(b) Chapter 1022, Statutes of 1973 whlch mcreased workers death
benefits ($2,661,696).

{(c) Chapter 1023, Statutes of 1973, whrch increased the maximum rate
of workers’ disability payments ($8,118,192).. . -

{d) Chapter 1147, Statutes of 1973, which 1ncreased the mlleage reim-
bursement rate paid to workers requnred to undergo medical examina-
" tions for determining eligibility for compensation ‘benefits ($12,922).

" ANALYSIS AND RECOMMENDATIONS :

The department’s proposed General Fund support appropnatlon of
$46,354,995 is 3.8 percent above estimated General Fund expenditures for
the current year. This consists of $35,072,933 (Item 164) for support of the
department and $11,282,062 (Item 165) for leglslatlve mandates. The de-
partment’s proposed expenditure program; including reimbursements
and federal funds, totals $54,596,981. Table 1 shows funding sources and
expenditures by program.
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Table 1
Budget Summary"
" Department of Industrial Relations

’

Change From
Current Year
Proposed . Amount-  Percent
General Fund Appropriations $46,354995  $1.693,869 38
Chapter 1040, Statutes of 1973‘ : © 523640 52364 —
BReimbursements : 400,818 -130,602 =246
"Federal Funds .... (7788804 . 232414 3l
Total : . .$54 506981 -$1,848,045 34
Programs B )

Admm.lstrahve S“Pport Services Distributed to Other Pro- o o N
($2,063,727)  ($268437) 150

Undistributed or distributed to other state agencies ... $00,864  $-T1606 - —418
- Man-years 1148 =03
Regulation of Workers' Compensatmn Self Insurance - . -
Plans........ . $286,058 $—4,161 -14
Man-years ... 13.6 _ :
Conciliation of Employer- Employee Disputes (State Con- . .
ciliation Service) . T- - §579,978 378,604 157
Man-years 213 - 28 -
Ad_]udlcanon of Workers’ Compensation Disputes (D1v1- S .
sion of Industrial Accidents) $14,127632  $1073454 = 82
Man-years 636.8 47
Prevention of Industrial Injuries and Deaths (Division of
Industrial Safety) $16,308886  $751,812 48
Man-years 551.6 —-94°

Promulgation and Enforcement of Minimum Wages and .
Standards for Hours and Working Condluons (Division o ‘ -
of Industrial Welfare) . 81988959 - $297005 0 176
Man-years . . 894 10.3
Enforcement of Laws Relating to Employment, Lu:ensmg . )
and Adjudication (Division of Labor Law Enforce-

ment) " $4.267,757 $265,696 . 68
Man-years . o 28T 7.
Apprenticeship and Other On-the-Job Trammg {Division
. of Apprenticeship Standards) : $2,891,717  $-15,787 - 05
MEN-YEATS ...t ar st risssssstssrsanes ] 1283 —7.6
Labor Foree Research and Data Dissemination {The Divi- ‘ o ’ )
sion of Labor Statistics and Research) ..o ' 1,084,564 $81,497 80
Man-years 50.2 I |

The Prevention and Elimination of Discrimination in Em- ) .
ployment and Housing (The Division of Fa.u' Employ- .
ment Practices) $1,669,504 $87,820 56

Man-years : . 689 — .
Subtotal - ‘ ; 433149197 254448 T 15
Man-years ; - 1,8846 452
Legislative Mandates : C o §11282,062  §-696379 - -58.
Total _ . ; $34.596,981 .- $1,848,045 34
" Man-years | 18846 492 )

* Chapter 1040, Statutes of 1973, provides for support of a State Workers' Compensation Advisory Commit-
tee to study the state’s workers’ compensation laws in view of the Report of the National Comm;ssmn
on State Workmen’s Compensation Laws.
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. Reasons for Increases

The department’s proposed net program increase of $1,848,045 (as re-

- flected in Table 1) consists of an increase of $2,544,424 in support costs

partially offset by a decrease of $696,379 in mandated local program ex-

- penditures. Legislative mandates decreased because of a one-time adjust-

ment resulting from Chapter 1494, Statutes of 1974, which appropriated

$696,379 in the current year to cover a deficiency in 1973-74. The increase

- in-the support budget consists of $1,189,879 in operation expenses and

equipment (up 12.5 percent mostly because of inflation) and $1,354,545 in

personal services representing cost-of-living increases and a net total of
65.9 new positions. Data on these positions are presented in Table 2.

ADMINISTRATIVE SUPPORT SERVICES

- We recommend deletion of an assistant information officer in the ad-
- ministralive support program for a savings of $12,948 annually.

The Governor’s Budget proposes the continuation of an assistant infor-
mation officer administratively established in the current year (by a re-
classification) in addition to an existing information officer. We do not
believe that the department’s current public relations workload justifies
‘two information officers. ' o

PREVENTION OF INDUSTRIAL INJURIES AND
) DEATHS TO CALIFORNIA WORKERS
{Divigion of Industrial Safety)

A Status of thel Cal-OSHA Plan o ‘ ’

- The federal Qceupational Safety and Health Act of 1970 (OSHA) gives

* the U.S. Department of Labor, rather than the states, jurisdiction over

occupation safety and health matters, but permits states to administer
‘programs based on an approved plan. '

"~ Atotal of 249 new positions at a cost of more than $5 million were added

. to the Department by the Budget Act of 1974 to implement the California

Occupational Safety and Health Act (Cal-OSHA), which permits the state
to- continue a modified industrial safety program in conformance with
federal standards. Federal funds are provided to offset up to 50 percent
of the costs of administering the plan.

The state has three years beginning June 1973 to develop an acceptable

“program or face preemption by the federal government. Because the state
is.now only in the second year of this period and the program is not yet
fully developed, reliable statistical data are not presently available to vali-
date the department’s staffing estimates for these functions. However, the
.. budget shows a net reduction of 15 positions in the OSHA: Appeals Board,
-, reflecting that the initial staffing estimates were too high.
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Organizational
. Uit ’
Administration

Administfaﬁpn

State Concilia-
tion SeMce .
Division of In-
dustrial  Acei-
dents .

Division of In-
dustrial  Aeci-
" dents

Division of In-
dustrial Safety

Cal-OSHA Ap-
peals Board

Division of In-
dustrial Wel-
fare

Division of La-
bor Law, en-
forcement

Division of La-
bor Law En-
forcement

[

Division of La-
bor  Statistics
and Reszarch

Totals .

. Administrative-
ly established
deleted and re-
classified posi-
tions:

" Net Total New -

Positions
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o Table 2 .
Proposed New Positions

Number and v Annbal
Types - Cost
2 accounting and 1 $30,438
personnel positions
3 key data operators 22,320
2 conciliators and 1 48648
clerical position
8referee, 8 reporter, 1 . 504,780
medical examiner, 1
" - rating specialist and
17 clerical positions L
8 rehabilitation and 4 144,000
clerical positions .
5 engiheer; and 1 $86472
clerical position
7 temporary help 102,312
7 agent, 35 clerical 137,492
_positions and 0.2 tem- .
porary help :
3investigative, 1 cleri-~ . 47,34
cal .position and 02 :
temnporary help '
2 investigative and 1 32,736
clerical positions ‘
1 clerical position 7,248
879 $1,163,800
8 22 284596
65.9 $879,304

. Source of
_ Funding Justification
Reimbursements :
{California Coast- ‘Workload
al Zone Conserva- ‘
tion Commission)
General Fund, - ’
Federal funds Workload
General Fund Workload .
General Funid " Workload
. V'Ge.nera.l Fund " To implement Chapter T
: . 1435, Statutes of 1974, es-
tablishing a rehabilita-
‘ * tion unit.
General Fund, V )
partially offset by Workload
inspection fees
General Fund,’ _
_ Federal funds Workload
Ceneral Fund Workload
" General Fund Increased enforcement:
: uninsured  employers
. (workers’  compensa-
tion) and child farm la-
) 4 bor laws. -
General Fund To implement Chapter
1202, Statutes of 1974 re-
. garding prevailing
wages on public works
. projects.
General Fund,

Federal funds Work!oad_ ‘
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PROMULGATION AND ENFORCEMENT OF MINIMUM WAGES AND
'STANDARDS FOR HOURS AND WORKING CONDITIONS

. (Division of Industrial Welfare)
The budget proposes seven additional welfare agents and 3.5 clerical
- positions for the Division of Industrial Welfare. These positions are justi-
fied on the basis of increased workload resulting from 15 new wage orders
which became effective March 4, 1974 covering men, for the first time, as
, well 'as women. These orders have not been in effect long enough to
" provide reliable data for estimating the additional workload which they
will generate We believe that the workload figures projected in the Gov-
ernor’s. Budget for this program are overstated.. These figures show an
increase of backlogged cases from 10,320 in the current year to 11,420 in
the budget year, notwithstanding the addition of the seven new agents.
' The division’s workload statistical report for the first quarter of the cur-
rent fiscal year shows a downward trend in comparison to the fourth
quarter report for the past fiscal year. Based on this trend, the division
should open 20,508 new cases in the current and budget years rather than
the 21,600 reflected in the Governor’s Budget. Table 3, showing our esti-
. mates of the division’s actual workload, demonstrates that the seven new
agent positions should give the division the capability to maintain an
. existing level of service without extendmg the backlog

Table
Dnnslon of Industrial Welfare Workload
Department of Industrial Relations

. 1973-74 1.97445 (est,)® I975-76 (est)*

New cases opened.., 17,904 20,508 20,508
Total caseload .. N 23,884 26,858 90736
Cases completed ... 17324 17630 20,500 °
Cases backlogged...... . 6,350 " 9998 9,236

* Estimated by Legislative Analyst.

Conselidafa Divisions of Labor Law Enforcement and Industrial Welfare

We recommend legislation to consolidate the Divisions of Labor Law
Enforcement and Industrial We]ﬁavre for a General Fund saving of at least
$200,000 annually.

Over the years, this office has urged the consolidation of the Divisions
of Labor Law Enforcement and Industrial Welfare on the basis that their

" functions and responsibilities are very similar, involving recovery of un-
paid wages, reviews of wage records, licensing and enforcement of labor
laws. This similarity of function is confusing not only to employers who
must constantly deal with both divisions but to employees as well who
often do not know with which division to file a complaint. Historically, two
separate divisions have been maintained so that special enforcement em-
phasis could be given to labor laws designed specifically to protect women
and minors. However, in view of the court decisions which have declared
many such laws affectmg women unconstitutional on the grounds that
they are discriminatory toward men and the recent legislation which

- extended to men the provisions of the Labor Code which previously were
applicable only to adult women, there is no justification for maintaining
Labor Law Enforcement and Industrial Welfare as separate programs.

4
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In 1972 the administration proposed consolidation of these divisions to
achieve greater economy and program efficiency, but the Legislature did
not accept the proposal. In the interest of organizational efficiency, we
again recommend consolidation of the programs for a minimal General
Fund saving of approximately $200,000, largely from the elimination of
duplication of administrative -overhead between the two divisions. We
estimate that, at a minimum, consolidation would permit a total reduction
of 12 positions from the combined staffs: ceniral office administrative
positions from eight to four, area supemsors from eight to five, and ﬁve
clerical support positions.

This savings estimate reflects retention and reclassﬁicahon to journey-
man levels of three senior positions (now used to supervise district of-
fices), to increase the combined divisional enforcement activities. Further .
program savings would acerue through more efficient use of field person-
nel and offices, particularly in regard to travel which will become increas-
ingly more important because of the energy crisis. Personnel of both
divisions frequently duplicate field trips to investigate complaints in the
same geographical area, especially in the less populated areas of the state.

THE PREVENTION AND ELIMINATION OF ‘
DISCRIMINATION IN EMPLOYMENT AND HOUSING -
(Division of Fair Employment Practices)

We withhold recommendation on fair emp]oment practices caseload
pending receipt of clarifying-and substantiating- workload data. -

As reflected in Table 4, the Governor’s Budget shows an increased
workload in employrment-related discrimination cases without proposing
additional staff to avoid a backlog. Part of this workload results from the
passage of Chapter 1189, Statutes of 1973, (AB 1126) which extended the
. division’s jurisdiction to include prohibitions against employment dis-

crimination on the basis of physical handicaps {(operative July 1, 1974).
Although the division reported that this legislation would result in the
need for four additional positions, no additional staff has been added or
proposed. Our preliminary discussions with the Department of Finance .
indicate that the workload figures projected in the Governor’s Budget are
overstated. We therefore are withholding recommendation pending re-
- ceipt of additional information on the division’s staffing reqmrements and
backlog.
Table 4
Division of Fatr Employment Practlces

Discrimination in Employment Workload
Department of Industrial Relations -

, | : 197374 197475 (est ) 197576 (est)
Formal cases filed ......mee: . 3514 4,500 5,000

" Formal cases closed . 2,603 L8600 - 2600
Backlog : [EAE 1,900 2,400

UNINSURED EMPLOYERS’ FUND Co

We recommena’ either (1) legislation to repeal the Unmsured Employ-
ers” Fund program, (2) General Fund support of the program (requiring
an augmentation of $2,411,423) and legislation to correct program defi-
ciencies, or (3) a constitutional amendment to establish a special fund
- from an addztjonal tax on workers’ compensat}on insurance premmms and
correcb ve legisldtion.
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The Uninsured Employers Fund, established by Chapter 1598 Statutes

" of 1971 (operative March 4, 1972), provides workers’ compensation bene-

fits for employees, injured in the course of their work, whose employers

 fail to provide compensation. As discussed below, it was contemplated that

the program would be self-supporting, but experience to date indicates
that this will not be the case. )
After making an award to a work-injured employee based on a rating

~ of the disability provided by the State Compensation Insurance Fund, the

Director of Industrial Relations is authorized to recover the amount of the
award from the uninsured employer through civil action. The recovered
award, plus a penalty equivalent to a year’s prermum cost for workers’
compensation insurance (workers’ compensation insurance rates range -
from 17 cents to $18 per $100 unit of payroll) is used to replenish the fund.

The Attorney General is charg’ed with the legal defense of the fund and -
is reimbursed for his service at a rate of $29 per attorney hour in the

_current year and $32.50 per attorney hour in the budget year.

The State Compensation. Insurance Fund charges the Uninsured Em-

" ployers’ Fund at the rate-of 12 percent of all awards for providing the

disability rating service and a flat $35 fee for determining the rate at which

‘the uninsured employer would have paid workers’ compensation insur-
ance for purposes of establishing the employer’s penalty. The fund was

“seeded” with $50,000 borrowed from the Human Resources Develop-
ment Contingent Fund, which amount must be repaid.
As shown in Table 5, all assets of the fund are now depleted and, as of

 November 30, 1974, the fund had $1,030,863 in outstandmg obhganons‘

wh1ch could not be pald

" TABLE 5 :
" FINANCIAL STATUS OF THE UNINSURED EMPLOYERS’ FUND
AS OF NOVEMBER 30, 1974 '
.DEPARTMENT OF INDUSTRIAL RELATIONS -

Receipts

Amount ‘initially borrowed from the Human Resources Development Cunhngent
Fund $50,000
Penalties and recoveries ... : : 23,368
Allocation from the Emergency Fund ; . 292,960
Total Receipts .... $96,328
Disbursements : - S
Payments for 57 claims ' 73202
.. Attorney General legal services Cree ‘ 16,856
State Compensation Insurance Fund services . - 1,993
State Controller services 102
Total disbursements . ; ) $92,173.
. Balance in furid as of November 30, 1974 . 4,155
" Unpaid obligations
166 unpaid claims esmrssatan 778,833
Attorney General legal services (1-1-73 to 18-31-74) ........ . . 96,609
State Compensation Insurance Fund services (4-1-73 to 1L-30-T4) wooicnicsnnccnns 109576
Repayment to Human Resources Development Contingent Fund ... 50,000
Total unpaid obligations as of November 30, 1974 : $1,035,018

“Total unpaid cbligations minus balance in fund....... ; . ree 81,030,863
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As we have pomted out for the past two years, this program cannot"
possibly become self-supporting using recoveries and penalties alone be-:

cause of the large number of insolvent, uninsured employers who are, for
all practical purposes, immune from judgment recoveries. This is borne

out by the experience of other states such as New York which reports that

50 percent of its uninsured employers fall into-this class. -
Last year we reviewed the problems of this program and recommended
either (1) abolishment of the program or (2) corrective legislation and

General Fund support for the program. In demonstrating preference for .-
the second alternative, the Legislature augmented the fund by $150,000 .
(Ttem 154.1) in 1973 and $1,366,000 (Item 178.1) in 1974, which the Gover-.

nor vetoed on the basis that the program should become self-supporting.
After authorizing a $22.960 Emergency Fund allocation to pay obligations

of the fund in the 1972-73 fiscal year, the administration announced that

no additional General Fund support, even for adm1mstrat10n or legal
services, would be provided for the program.
We believe this policy is unsupportable because claims are now bemg

filed at the rate of 60 per month and, as reflected in Table 5, 166 claims .

totaling -$778,833 have been awarded by the Workers’,Compensation Ap-
peals Board but cannot be paid for lack of money. After completing the
process of having his claim litigated and awarded, the victim of an unin-
sured employer is now notified by the department that the fund has no

- money and that he will be paid when funds are available. The program

appears to be of little value if victimns of uninsured employers must wait
long periods, even years under this policy, to receive benefits. Equally as

bad, the state is unable to defend itself adequately against these claims.’

With the increase in the number of claims and without budgeted financial

" support, the Department of Justice is not supplying attorneys to defend

the state’s interest in all proceedings where these claims are litigated. Also,
the State Compensation Insurance Fund is unable, without financial sup-
port, to supply a medical evaluatmn of the i mjury to assist in the defense
of the claim. .

The General Fund Support Option

Because of these problems, we again recommend either leglslatmn abol- -

ishing the fund and its program, or the passage of corrective legislation
combined with General Fund support of the program or a constitutional
amendment establishing a special fund with revenues denved from a

special tax on workers’ compensation premiums.

The Department of Industrial Relations has not had suf{"ic-lent claims
experience as a basis for forecasting accurate fiscal requirements of the
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Uninsured Employers’ Program Calculatmg costs for claims is very, dif-
ficult because they vary, dependmg on the nature of the injury, and can
range from a few dollars for a minor injury to many thousands of dollars
for a death or serious injury. Expenses for very serious injuries and deaths,
which involve medical expenses, temporary and permanent disability or
death benefits often continue for several years. However, based on the
limited experience of the program, we estimate that an appropriation of

$2,411,423, would be needed to make the program solvent through the

budget year as reflected in Table 6.

- Table &
Estimated Fiscal Requirements of
. the Uninsured Employers’ Fund

1. Current Outstandlné obligations to November 30, 1974 (as shown in Table 5) ........ '$1,090,863

2. Funding for remainder of the current year (December 1974 to June 30, 1975)
Claims 401,100*
State Compensation Insumnce Flmd (12 percent of the cost of c1aims) vovvsvsvereeee 48,132
Attorney General . 55416 -
“Subtotal ‘ ' $504,648
3. Funding for budget year :
- State Compensation Insurance Fund (12 percent of the cost of claims) ....veronns 82,512
Attorney General s _ ‘ . 105,800
Subtotal . 4875912
Grand Total ‘ $2,411,423

* This estimate is based on limited experience with the fund, which indicates that 60 claims are being
processed monthly, one-half or 30 of which result in an award. Of these 30 awards, one-half are paid
by the employer and the remaining 15 become obligations against the Uninsured Employers’ Fund.
The initial claims which have been paid from the fund average approximately $3,820. Consequently,

the cost of claims based on this limited experience will amount to appromnately $587,600 annually-

(15 claims monthly or 180 claims annually at $3,820 each)

The Constitutional Amendment Option - : :

- The establishment of a special fund to provide workers’ compensation
benefits for injured employees of uninsured employers would require a
constitutional amendment because (1) as interpreted by the courts, the
Constitution does not now authorize the Legislature to require an employ-
er to contribute workers’ compensation benefits to any except his own
employees, and (2) the Constitution authorizes only specified taxes which
can be applied to insurance companies. Therefore, the constitutional pro-
posal would have to amend (a) Section 21, of Articlé_ XX to permit the
Legislature to provide for the payment of workers’ compensation benefits
from funds derived from contributions of employers to pay the benefits
for which a single employer is responsible and (b) Section 28 of Article
XIII to authorize the Legislature to place an additional tax on companies
which provide workers’ compensation insurance. A 0.1 percent tax on
workers’ compensation insurance would produce annual revenue exceed-
ing $1,000,000. (The California Inspectlon Rating Bureau estimates that
workers’ compensation insurance premiums in the state will total $1,030,-
000,000 in 1974.) It may, however, be necessary to provide Genera.l Fund
support until the amendment takes effect.
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Corrective Lagnslatlon

If the Uninsured Employers Program is to be continued, we behevc- the g

legislative changes summarized below should be adopted

Increase Employer Penalties and Adopt Posting Requirement. Correc-’

tive legislation should establish stringent penalties to discolrage employ-
ers from falhng to obtain- adequate protection against work-related
employee injuries, thereby reducing the number of claims against the
fund. One possible procedure would authorize the Director of the Depart-
ment of Industrial Relations or his agent to impose administrative penal-
ties of at least $100 per employee against any employer who has not
complied with legal requirements to cover employee injury claims.
We also recommend that employers be required to post prommently in
' their places of employment a certificate issued by their i insurance carrier

showing the expiration date of their workers’ compensation insurance -

coverage, accompanied by a statement giving the telephone number of
the nearest Labor Commissioner office and an invitation for any person
to_call that number to report the expiration of any such coverage. This
posting requirement would broaden the enforcement base of the Unin-
+ sured Employers’ Program and provide immediate notice of the employ-
er’sinsurapce status to departmental field personnel on routlne inspection
visits, . .

Reduce Aa’m:mstrabve and Legal Defense Costs. New legislation should

simplify and reduce the costs of administering the fund. A flat penalty such

as 50 percent of the award limited to $10,000 would eliminate the necessity
for the State Compensatlon Insurance Fund charges to determine the

present penalty (which is based on a year’s premium for workers’ com-

pensation insurance as determined by the uninsured employer’s payroll},
thereby eliminating the $35 fee charged for this service,

The legislation also should permit the Director of Industrial Relations

to utilize, through a contractual arrangement, the legal services of the
State Compensation Insurance Fund rather than the Attorney General to
defend the interests of the Uninsured Employers’ Fund. The State Com-
pensation Insurance Fund is better qualified to defend the Uninsured

Employers’ Fund because of years of experience in defending its own .

funds against claims by injured workers. In addition, it already provides
administrative as well as legal services to the state and other governmental

self-insured employers in the workers’ compensation field for which it.

charges a fee of 12} percent of the cost of the award. Moreover, legal
services by the State Compensation Insurarice Fund would result in lower
overhead and travel costs because it has offices with attorneys adjacent to
each of the 22 Division of Industrial Accidents field offices where unin-
sured employer controversies are litigated. Because the Department of
Justice has only four attorney offices throughout the state, considerable
time is expended in traveling to and from the Division of Industrial Acci-
dent field offices, and such time (at a cost of $29 per hour in the current
year and $32.50 in the budget year) is charged to the fund. The State
Compensation Insurance Fund, based on its experience of handling claims

for governmental self-insured employers, could probably defend the fund -
for only minor increases above the 12 percent of awards plus.the $35 fee -
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for determining penalties which it currently charges. However, the actual
costs for this service would be subject to negotiation between the State
Compensation Insurance Fund and the Department of Industnal Rela-
tions. -

We have recommended that the Attorney General retain two attorney
man-years at a cost of approximately $105,000 annually to monitor the legal
aspects of the program, handle constitutional and other state legal policy
questions, and litigate cases in which the State Compensation Insurance

Fund is a party to a dispute as an insurance carrier and cannot handle the

legal defense because of the potential conflict of interest.

Clarify Effective Date of Program. The Legislature should clarify the
date on which it intended the Uninsured Employers’ Program to begin.
The court (in Dude Jenkins vs. Workmen’s Compensation Appeals
Board) has recently interpreted existing law to mean that the date of the
award and not-the date of injury is the factor in determining eligibility.
This means that all employees who have sustained injuries in the last five
years (working for uninsured employers) may file claims against the fund
because the workers’ Compensation Appeals Board has continuing juris-
diction over all injury cases for a period of five years by statute.

Exemption of Owner Occupied Residence. The legislation should also
exempt owner-occupied residences from being attached by a lien to
recover damages from an uninsured employer. This would prevent situa-
tions in which a family unknowingly becomes an uninsured employer by
employing domestic help on a short-term basis to cope with such things
as famﬂy illness. Under current law, domestic help are exempt from work-
ers’ compensation benefits unless they work more than 52 hours per week
fOr one employer.

Agriculture and Services Agency

WORKERS’ COMPENSATION BENEFITS FOR
SUBSEQUENT INJURIES -

Item 166 from the General

Fund o Budget p. 316 .

Requested 1975—76 OO OO OO $1,462,000

Estimated 1978-75.............. e ST 1,901,000

ACtal FIT3-T4 ...ttt resesssssreresesasassssaresasssstssstnsanens 2,368,225

.. Requested decrease $439,000 (23 1 percent) '

Total recommended T€AUCHON ..........cccurrevrresssemrisssssssessssesecoss - None
. ) : Anxlysi.s;

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . page

No- dependency Death Payments. Recommend Departmentof 70
Finance reexamine the flow of workers” compensation no-de- ‘
pendency death payments and recommend appropriate adjust-
ments as a part of its May revision of expenditures and revenues.
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GENERAL PROGRAM STATEMENT -

Existing law provides that when a worker with a preexxstmg permanent“
disability or impairment suffers a subsequent industrial injury resulting in
a combined permanent disability of 70 percent or more, the employer is
responsible only for that degree of permanent disabih'ty arising from the
subsequent injury. The balance of the disability benefit obligation is as-
sumed by the state. The purpose of this program isto provide an incentive
for employers to hire persons who have a permanent (but parhal) disabili-
ty or impairment.

The cost of this program is paid by an anmual budget appropriation and - -

revenue from Chapter 1334, Statutes of 1972 (as amended by Chapter 21,

Statutes of 1973) which nnplemented Proposition 13 of that year. This

leglslahon requires employers or their insurance carriers to pay to the
state, in a lump sum, workers’ compensahon benefits in cases of industrial -
deaths where there are no surviving heirs. These payments are collected
by the Department of Industrial Relations, placed in the General Fund
and used to offset the cost of the subsequent injury program. Subsequent
injury payments are awarded by the Workers’ Compensation Appeals
Board and administered by the Staté Compensation Insurance Fund (a

public enterprise). The money appropriated by this item includes the
service charges of that agency and the Attorney General who représents
the state’s interests in the hearings before the appeals board or court.

ANALYSIS'AND RECOMMENDATIONS

The proposed fundmg and expenditures for the subsequent injury pro-
gram are shown in Table 1.

Table 1
Source of Funding for the Subsequent Injurv Prograrn ’
Change from
) - Current Year
Funding Proposed Amount  Percent
General Fund
Appropriation {Item 166) e $1,462000 $—435000 -~231%
Chapter 1334, Statutes of 1972 (Death Benefit Payments) © 1,326,000 . 234000 214
Total e -$2,788,000 $169,827 65%

Need to Up-date the No-dependency Doath Payment Estimates-

We recommend that the Department of Finance reexamine the flow of .

the no-dependency death benefits payments and recommend appropriate
adjustents in the May revision of expenditires and revenues toa void the
possibility of over-budgeting for this program,

It appears that the workers’ compensation, no-dependency death bene-

fit paymerits received by the state may be greater than the amounts
estimated in the Governor’s Budget ($1,092,000 for the current year and
$1,326,000 for the budget year). The Department of Industrial Relations
reports that $1 million was collected as of January 1, 1975. If this collection
pattern continues, the General Fund appropriation should be reduced.
Accordingly, the Department of Finance should reexamine the flow of

these funds and recommend appropriate adjustments during its regular
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May revision of expenditures and revenues.

STATE PERSONNEL BOARD

Item 167 from the General
Fund, and Item 168 from the
Cooperative Personnel Serv-

ices Revolving Fund o - . Budget p. 318
REQUESEEA 197576 ...ovvocternrrerreveresessioseesessesssessmsamsassossesssessesemmns 816,264,715
~ Estimated 1974-75... - _ 12,342,977
ACtUal 1973-T4 ..o ss s bsass s sasanns 14,220,282
Requested i mcrease $3,921,738 (31.8 percent) '
Increase to improve level of service $3,775,627 ‘
Total recommended FedUCtion ... eesiosinennins None
1975-76 FUNDING BY ITEM AND SOURCE , ' Analysis
Itemn Description Fund Amount ' page
167  State Personnel Board (SPB). For dlrect General $15,150,180 247
' support of board’s operations. ' ) -
168  Local government services. For Coaperative 1,114,535 253
support in form of revenues from Personnel
services provided, Services Re-
volving Fund
Subtotal of board’s items mcluded in this Analysis. . $16,264,715
Reimbursements (to various SPB programs for services
to local governments}). 1,527,883
$17,792,598 -
. . Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Employee Turnover. Recommend SPB assign analysts and 248
supervisors a minimum of 18 months to jobs requiring de-
tailed understanding of individual departments.
2. Salary Compaction.- Recommend legislation requiring 248
board in subsequent years to set civil service salaries without
- regard to statutory or constitutional salaries. ‘
3. Planning of Examinations. Recommend SPB implement 249
program for scheduling examinations when reqmred by de--
" partments. -
4., Examinations. Becommend SPB eliminate unqua.hﬁed 250
.candidates promptly. '
5. Salary Surveys. Recommend SPB in future years survey 250
.only organizations having 500 or more employees
6. Administrative Costs. Recommend SPB in subsequent . 253
years’ xmplement system for apportlomng admlmstrahve
costs equitably. -
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GENERAL PROGRAM STATEMENT

The State Personnel Board (SPB) is a conshtutlonal body of ﬁve mem-
bers appointed by the Governor for 10-year staggered terms. Through
constitutional and statutory authority the board adopts state civil service
rules and regulations. The state civil service system is administered by a
staff of approximately 540 employees under. direction of an executive
officer appointed by the board. The board and its staff also are responsible
for establishing and administering on a reimbursement basis merit sys-
tems for city and county welfare, public health and civil defense em-
ployees to ensure compliance with federal requirements. The board staff
administers a Career Opportunities Development (COD) program de-
signed to create job opportunities for disadvantaged and minority persons
_within both state and local governments. Pursuant to the Welfare Reform
Act of 1971 responsibilities were assigned to the COD program for creat-
ing jobs for welfare recipients in state and local governments and supple-
mentmg welfare grants for the recipients’ salaries.

Programs and Resources

The SPB conducts six programs. Table 1 presents a summary of the
resources required for each of the programs dunng the three-year period
ending June 30, 1976. The table shows that the increase in the board’s
budget for the 1975-76 fiscal year results from a $3.8 million increasé in the
career opportunities development (COD) program. The increase repre-
sents requested additional General Fund support to restore the jobs for
welfare recipients element to its previously intended level. The element’s
activities were curtailed significantly because its funding in the 1974-75
budget was reduced by $3.5 million in anticipation of receiving additional
federal matchmg funds which did not materialize.

Table -1

State Personnel Board
Summary of Resources Expended by Program

J973-74 - Jere7E : 1975-76

i

Fmgmm Marn-years Budget Man-years Budget Man-years. Budget
l Employment services ....... 288.0 $4.144,726 27140 $4,658,751 2729  $4.936373
2, Personnel  management ‘ o
SEIVICES wevveerrensmrarrers - 9.4 - 1080459  9L7 1,786,935 709 1,553,450
3. Program development ...... 61.3 1,882,146 . 588 = 1835797, 656 2,121,994
4. Career opportunities de- . ' . )
velopment ..o 680 7,376,135 543 - 3,600,373 308 7,385,000

' 5. Local government services 1010 1,855,971 1071 1,918,185 96.2 1,795,781
6. Administrative  services :
(distributed to pro- . ‘ : : C
grams 1, 2 and 3) ........ (130.9) -_@M7007) (1228) (3212561) (1204) _(3,695569)

L1 6147 $16339437- 5859  $13,809041 5364 $I17.792,508 .

Significant Staff Changes

The most significant staff changes are (1) an apparent decrease of 23.5
positions in the COD program, (2) a decrease of 15.7 positions in the
personnel management services program and (3) 10.9 positions in the
local government services program. The COD staff reduction is illusory,
as described in our analysis of that program. The staff reduction in the
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personnel management services program reflects a transfer to the Con-
troller’s office effective July 1, 1975 of certain personnel document proc-
essing functions and rélated clerical positions. The transfer is in
accordance with the State Controller’s assuming responsibility for admin-
istering a central state automated Personnel Information Management
System (PIMS), The reduction in local government services staff results
from transferrmg a selection consulting eenter and its employees from the
board to a joint powers orgamzahon effective July 1975.

ANALYSIS AND RECOM MENDATIONS

Reduce Staff Rotation ‘ '

We recommend that the SPB assign anal lysts and supervisors for a miny-
mum of 18 months to job assignments requiring detailed understana’mg of
individual line departments’ programs, functzons and personnel require-
ments.

The SPB’s employment services division and personnel management
services division frequently are unable to respond adequately to line agen-
cies requirements because many of the analysts and supervisors in such
divisions are inexperienced or poorly trained as a result of an inordinately
high rate of turnover. It is our understanding that the high turnover stems,
at least to a significant extent, from the board’s policies of (1) serving as
a training ground for developmg new analysts and (2) rotating a.nalysts
within the board in order for them to become “well rounded” in their
knowledge of SPB operations.

Salary Compaction

We repeat the recommendation contained in our ana!ys:s of tbe sa]ary
increase items (Items 86, 87, and 88) for legislation requiring the SPB in
subsequent years to (a) set civil service salaries without regard to statutory
or constitutional salaries and (b) include in its annual report to the Legis-
lature and Governor recommendations as to special adjustments which

' should be made to prevent a recurrance of compaction in civil service and
exernpt salaries.

Presently employees in 744 higher level state civil service pOSlthI‘iS and
58 exempt positions are not being compensated adequately in relation to
their responsibilities because their salaries are compacted beneath those
of their immediate supervisors, the difference being only one dollar per
month in some instances. Compaction is serious because it (1) prevents
employees from being compensated equitably, (2) deters competent per-
sons from accepting promotions to responsible state jobs and (3) accumu-
lates salary distortions which' ultimately require major salary
readjustments. ' '

The severity of compaction will increase progressively until remedial.
steps are taken. : .
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SPB Will Not Comply With Legisiative Request )

Resolution Chapter 176, Statutes of 1974, (SCR 113) requested the SPB
to set salaries of civil service ‘employees for the 1975-76 fiscal year without
regard to statutory salaries. It is our understandmg that the SPB does not
intend to comply with this request.

Individuals accept appointments to various state executive positions for
a number of nonmonetary reasons including the opportunity to serve the
pubhc gain recognition and acquire experience. As a result, existing salar-
ies probably are sufficient to attract an adequate number of qualified
persons for appointment to such offices. Because compaction will pose a
progressively severe problem in acquiring and retaining highly qualified
employees in career state employment——parncularly in the key leadershlp.
positions—we suggest legislation be enacted requiring the SPB in future
years to set state civil service salaries without regard to statutory or consti-
tutional salaries and recommend annually to the Legislature and Gover-
nor specific adjustments whmh should be made to prevent salary
compaction.

- We discuss the compaction problem in greater detail and make addi-
tional recommendations for ellmmatmg it in our analysis of salary increase
: prov1s10ns {Items 86, 87, and 88). :

Study of EDP Personnel Management Practices

The Legislature approved $100,000 requested in the SPB’s 1974-75
budget to conduct a study for the purpose of improving state EDP person-
nel management practices including recruitment, selection, classification,
assignment, compensation and employee evaluation. In order to achieve
such improvements, a project team has been formed under a project
manager who reports directly to the SPB Executive Officer. Team mem-
bers include representatives from the Department of Finance, SPB, De-
partment of General Services central EDP education unit, and state
consolidated data centers. Objectivés, work plans and schedules have
been specified clearly in writing and the team appears to be progressing
satisfactorily. We have monitored lho project from its inception and will
continue to do 50. :

_ EMPLOYMENT SERVICES PROGRAM
The employment services program includes the responsibility for re-
cruiting, selecting and plucing qualified candidates in state jobs.

Need for Systematic Planning of Examinations

We recommend that the ('mp!oy:ijrw(s('rvr'c'cs division implement a
formal program for scheduling civil service cxarninations at bme.s' re-
quired by the various linc de partine: i,

Although many state agencies are able to forecast their hiring require-
ments accurately, there is no formal process for coordinating such fore-
casts with the board’s testing program. As 4 consequence, many agencies
are unable to hire employces when needed because qualified candidates
are not available for specific job classes at the times required. '

In order to satisfy its own hiring requirecments, the Department of
Conservation prepares and submits annually to the SPB a written plan for

10—87059
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the future calendar year md.lcatmg by employee class the frequency and
dates of examinations required, The SPB uses the plan for scheduling
examinations for job classes used by the Department of Conservation,
thereby ensuring that candidates are available for hire when needed by
that department. . ‘ _

SPB Should Apply the Approach Statewide

According to representatives of the Department of Conservation and
the SPB, the approach is quite effective and there is no reason why it
,shou.ldl not be applied statewide. We therefore suggest the employment
services division implement the approach statewide in a systematic man-
ner by (1) requesting all state agencies to spec1fy in writing their forecast-
ed annual hiring reqmrements and (2) using such forecasts as a basis for
scheduling state civil service examinations.

Unqualiffod Candidates Should be Disqualified Promptly

We recommend that the SPB review applications for civil service exami-
nations in order to eliminate unqua]ﬁed candidates prompt]y and effi-
ciently.

Each state civil service job classification has spec1ﬁed minimum qualifi-
cations (MQs) typically in the form of education and/or experience re-
gquirements which have been approved formally by the five-member State .
Personnel Board. In order to qualify for many state civil service jobs a
candidate, in addition to completing an application form indicating that
he possesses the MQs, is required to (1) take a written examination and,
if successful, (2) take an oral examination. Such oral examinations typically
are conducted by a three-member panel chaired by a SPB staff member.

Presently, many test candidates who obviously do not possess the MQs
for the job are not being eliminated until after they have taken the written
test and appear before an oral panel. This is a waste of time, both for the
state and the candidate, and demonstrates a lack of management concern
with the process. :

PERSONNEL MANAGEMENT SERVICES PROGRAM . .,

The purposes of this program are.to maintain the state classification and
pay plan and provide personnel consultation and service to state agencies.

PROGRAM DEVELOPMENT PROGRAM

The stated objective of this program is to improve the performance of
the state work force. Program elements include (1) project development
and special services, (2) employee development, (3) employee-relations
and (4) total compensation administration. -

Only Large Organizations Should Be Surveyed

We repeat the recommendation contained in our analysis of tbe salary
increase items (Items 86, 87, and 88) that the SPB in future years restrict
its salary surveys o organizations having 500 or more employees.

The board presently includes in its salary surveys organizations having
as few as 50 employees. Last year the administration adopted a “total
equivalent compensation” (TEC) approach for adjusting compensation of
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state employees. Under that approach salaries and benefits are considered
as interrelated parts of the employee’s total compensation. In order to
determine the prevailing value of benefit programs offered by nonstate
employers, the SPB limits its benefit surveys to include only organizations
having 500 or more employees because they are much more likely to offer
comparable benefit programs. If the TEC approach is to be used it should
be applied consistently, and state -salaries as well as benefits should be
adjusted in line with prevailing rates in only the larger organizations
which are more comparable to the state. It is our understanding that the
change we propose would tend to increase the average level of state civil
‘service salaries by at least 2.5 percent

CAREER OPPORTUNITIES DEVELOPM ENT

The objectives of this program are to (1} identify and remove arhfic1a1
* barriers to public employment and (2) estabhsh affirmative approaches
for employing disadvantaged persons.

The Welfare Reform Act of 1971 {Chapter 578 Statutes of 1971) assigned
additional responsibilities to the COD program for developing and operat-
ing (1) a jobs for welfare recipients program (in conjunction with the
Employment Development Department [EDD]), (2) a program of grants
to cities and counties for local COD projects, (3) a technical assistance
program to interested jurisdictions and {4) an expanded level of the COD
program in state service.

Program elements are (1) SPB support, (2) coordination and program
development and (3) welfare recipients jobs. Resources allocated by pro-
gram element are displayed in Table 2.

Table 2 also shows an apparent reduction of 23.5 positions in the budget
year. The reduction is illusory, however, because 23.5 of the 54.3 man-years
appearing in the ciarrent year reflect positions added admihistratively for
temporary placement of trainees in various state agencies under a federal-
ly funded manpower demonstration program. The rise in COD program
costs for the 1975-76 fiscal year results from a requested increase in Gen-
eral Fund support for the jobs for. the welfare recipients element. The
requested increase would raise the element’s expenditures from an aver-
age annual level of $2 million to $5.885 million.

~ Table 2
" State Personnel Board :
Summary of Resources by Element—Career Opportunltles Dovolopment Pro.rnm

e . 9T 2
: ' Man- - Masr- ' Mun-’.
Element - Years . Budget = Years  Budget  Years  Budget
SPB Lo1010) 1101 GO, 68.0 791,118 543 $714494 308 $592,694
_Coordination and program devel- . ) i
OPMIENE 1recvcsanssssissesssissssasessissensere L— 129979 - — 1016679 — 7 907,306
Welfare recipients jobs.........mn — 528524 — 1,878,200 — 5,585,000

Total e BBO $T3TEIIS 343 $3509373 308 $7,385,000
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. Jobs For Welfare Recipients Program

We recommend approval of the $5885,000 General Fund support re-
quested for 1975-76 to restore the program to its annual level prior to the
1974-75 fiscal year.
~_ The jobs for welfare recipients program, created pursuant to the Wel-

fare Reform Act of 1971, provides for fully reimbursing state and local
governments for their payrol_l costs of employing welfare recipients as
COD employees during their initial on-the-job training period. Prior to
.1974-75, the program received $7 million annual General Fund support
with $5.5 million earmarked for payment of the trainees’ salaries and the
remaining $1.5 million to be available for administrative support and pro-
gram development. The program operated on a-50-50 matching funds’
basis with the work incentive program (WIN) administered by the EDD.
Under this arrangement, the $5.5 million earmarked for trainees’ salaries
was matched by an equal amount from WIN funds, resulting in a total of
$11 million which was available annually for reimbursing employers for
their payroll costs of trainees hired. The board’s COD unit prepared con-
" tracts with government jurisdictions and provided technical assistance to
them in restructuring jobs, while the EDD provided the candidates to the
hiring entities. .

In addition to matching funds with the WIN program, the COD unit has
entered into separate similar 50-50 funding arrangements with a number
of other government entities for placing welfare recipients in government
jobs.

Support Reduced in Anticipation of Increased Féderal Funds

Because it was anticipated that WIN program funds would be available
in 1974-75 at a federal-state ratio of 80-20, the requested General Fund
support in the 1974-75 Governor’s Budget for the welfare recipients’ sal-
ary cost portion of the program was reduced from $5.5 million to $2
million.

Legislative Attempts to Preserve Program Level

Due to changes in federal policies after the 1974-75 Governor’s Budget-
was submitted, it became apparent that the additional amount of WIN
funds would not become available as anticipated. The program, however,
was expected to continue operating on a 50-50 matching basis by using the
reduced amount of WIN funds available plus matching funds from various
other government sources. The Legislature augmented the budget by $3.5
million, thereby restoring the state portion of the program’s salary funds
to $5.5 million. The Governor, however, vetoed the augmentation and, as
a result, an estimated 1,750 fewer welfare recipients will have entered
~ public employment under the program in the 1974-75 and 1975-76 fiscal
years.
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High Payoff Potentlal

According to the SPB’s October 30, 1974 Heport to the. Cahforma State
Legisiature on State Personnel Board Activities Under the Welfare Re-
form Act of 1971, it presently costs a total of approximately $4,000 (about
half of which is state cost) to place a welfare recipient under the COD
program in an unsubsidized government job. The report indicates further
that total government benefits (including reduced welfare costs and other
hard dollar savings) resulting from each job placement are calculated at
$1,482 during the first year and $9,645 after the first five years.
~ The $5,885,000 requested for 1975-76 represents the original $5.5 million
annual level for salaries plus an additional seven percent ($385,000) -cost-
of-living adjustment. This level of funding would enable the program (on
the continued 50-50 matching fund basis which is expected) to place
approximately 2,940 welfare recipients in unsubsidized government jobs.
Because the COD program has the capacity to readily place this volume
of welfare recipients in such jobs, we suggest the program be funded at
the level requested. .

LOCAL GOVERNMENT SERVICES PROGRAM

Under this program the SPB (1) provides to local governments on a
fully reimbursable basis recruitment, selection and other technical person-,
nel and consultant services and (2} approves or operates merit systems for
a number of local government jurisdictions.

ADMINISTRATIVE SERVICES PROGRAM

This program consists of executive management and central support
services including accounting, budgeting, personnel, mail and duplicat-
ing. Program costs are distributed among the following three SPB pro-
grams: {1) employment services, (2) personnel management services and
(3) program development. ' _ . .

Administrative Changes Not Apportioned Hutiqnally

We recommend that the SPB in subsequent years implement a system
for apportioning administrative costs equitably among all of its line pro-
grams.

The SPB budget states that the board s admlmstratlve costs of $3,695,569
are largely distributed among the following three programs: (1) employ—
ment services ($2,079,496), (2) personnel management services
($669,268) and (3) program development ($946,805). We are advised by
the Department of Finance and SPB accounting staff that the COD and
local government service programs are budgeted to pay administrative
costs of $7,500 and $6,000 respectively from their reimbursement revenues
in fiscal year 1975-76. These amounts appear clearly inappropriate in
comparison with administration costs borne by the board’s other three
programs. The board’s accounting staff was unable to explam or Justlfy this
disparity.



254 / AGRICULTURE AND SERVICES ’ Items 169—17.1"

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM -

Item 169 from the General Fund
Item 170 from the Public Em-
ployees’ Retirement Fund,
and Item 171 from the State _
Employees’ Contingency Re- ' ' . ‘
serve Fund f . ) ' _ , Budget p. 330

ReqUEStEd 1975-T6 .ovovvrvvcrmrecrcnmrermerressessssesssssssnes oo j$9,224,549
- Estimated 1974=75........ccoimmmimimnnnenimsssenssmisss - 8,453,317
ACtAl 1973-T4 ....crrcrivirrierereeresees s sessasssasssssssssssnesssses 6,492,799
Requested increase $77l 932 (9.1 percent) . o
Total recommended augmentation (Item 169) ......cccvcevunne $261,172
Total recommended reduction (Item 170) oeiiiierasnrisirnns 261,172
1976-76 FUNDING BY ITEM AND SOURCE
Ttem Description . | Fund : Amount
169  Social Security and TEC ~ General S $320,178
administration for state employees C
170 - - Retirement administration .  Public Employees’ . .
‘ . L Retirement ‘ - 8,043,647
171  Health Benefits administration ™ - State Employees’ :
Contingency Reserve . - 860,724
$9,224,549
. . S . ‘ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page .

1. Fringe Benefits. Recommendations concerning employee 147
benefits are discussed under Item 86. -
2. Experience Study Recommend data processing responsi- 257
hility for experience studles be transferred to the actuana.l '
© unit. ,
3. Funding transfer. Augment Item 169 by $261,172. Reduce - 257
Ttem 170 by $261,172 Recommend total cost of the Social
Security program be supported from the General Fund.
rather than from fees cha.rged to participating agencies.

GEN ERAL PROGRAM STATEMENT

* The objective of the Public Employees’ Retlrement System (PERS) is
to provide the state and other public employers and their employees the
opportunity to participate in the retirement and health benefits plans
(including three major medical plans) administered by the system, there-
by aldmg in- the recruitment and retention of competent personnel by
assuring a measure of post-retirement financial security for older or long-
term employees and financial assistance for active and retired employees
in times of illness or other temporary physical impairment. All of these
plans are statutorily authorized and are funded jointly in different propor-
tions by the employer and the employee. Responsibility for establishing
policy direction and guidance for the system is vested in its board of
administration.
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The Public Employees’ Retirement System administers three distinct
programs: a retirement program, a health benefits program, and a social
security program. The latter program consists of the administration of the
coverage and reporting aspects of the Federal Old Age Survivors, Disabili-
ty, and Health Insurance Program which applies to most state employees
on a mandatory basis and tolocal public employees whose employers have
elected such coverage. Through the Health Benefits Program, the state
- and (since 1968) other public employers who so elect offer their em-’
ployees a number of health benefits and major medical plans on a premi- -
um-sharing basis.

The administration of a number of alternate retirement plans is the
major program of the system. Through this program, the state and various
contracting agencies provide their employees with a variety of benefits.
The contracting agencies are granted by statute a number of optional
retirement -plans from which. they may choose. Tables 1, 2 and 3 show
selected workload data for the system’s three programs. '

Teble 1 -
Social Security Program, Selected Workload Data
Detail ' 196870 1970-71 1971-72 1972-73  1973-14
Public employers®.. 2611 2,631 2,646 2,661 - 2,651

Public employees 441,000 457,509 - 495,744 515,508 529,676
Employer and employee contri- . . :

butions ® $248.4 $278.7 $310.7 $374.6 $473.2
Net covered wages® .. $2,630.0 $2,830.0 $2,990.0 $3.470.0 $4,045.0
* Variations in number reflect mergers and consolidations of districts and other governmental entities as

well as creation of new entities.
% In millions of dotlars. Cash basis used through June 1973, accrual basis thereafter.

. Table 2
Health Benefits Program, Statistical Workload Data
Detail 1969-70 . 1970-71 1971-72 1972-73 1973-74
Average monthly enrollment*.. 191,597 " 206,216 222,289 299,178 251,582
Number basic plans.......e 11 11 1 12 i2
Number supplementary (to . o :
medicare) plans i ‘ 6 6 : 6 6 6
Number major medical plans ... 4 S 4 4 3 3
Premium Payments {millions) ’ :
State enrollees’ share ... - 35 $285 $322 $304 $343
State share .......ou.enee 108 140 170 22.9 243
Public agency costs® 05 . 18 39 47 . 59
Total premium cost ... 8359 $44.3 $53.1 $58.0 $64.5
State administrative. {millions) . ) :
COSE® wurrermrerremeeremasmtensissatsins 1.3 18 . 20 L} 12 .
Total state cost 4.mrmmermmrceeen 8121 4158 8150 $240 . §255

* A member enrolled in btwo plans is counted as two enrollments.

5 Includes employer and employee contributions.

¢ Includes contributions to the State Employees” Contmgency Reserve Fund for reserves.
9 Includes administrative and premium contributions.
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Table 3
Retirement Program, Selected Workload Data
" Detai! 1969-70 197071 1971-72 197273 - 197374
Membership - ) : - : ‘ :
State and U.C. .cocvmmrmsssensssssnsssssnans 171,584 " 169,084. 172319 - 175973 177,823
Public agencies 264,342 291,007 . 305277 322,386
~Total ... " 433426 463,326 481,250 500,209
Retired members......connee. RN 62,623 72,571 82,087 91,618
* Number contracting agencies ..... T 75 3 8M 850

$237  §2988 . M1 83808
$2002  $2200 2638 82785

Public employers’ contributions® ....
Public employees’ contributions *

Benefit payments * ......ovemermnenen . $131.1 $168.1 $203.6 $244.1
Death benefits o ... 6 3135 $14.8 $168 $17.9
2 In millions of dollars :

The board of adrmmst-rahon and staff of the Pubhc Employees’ Retire-
ment System also administer the Legislators’ Retirement System, as well-
as the investments of the Legislators’ Retirement Fund. The system is not
reimbursed for the cost of these services, which amounts to approximately
$30,000 annually. The Legislators’ Retlrement Fund is reviewed under
Item 15 of this analysis.

ANALYSIS AND RECOMMENDATIONS

Table 4 outlines the system’s fundmg and expendltures by program
element. The $285,271 reduction in reimbursements reflects the transfer
of data processing operations of the Department of Veterans Affairs and
the State Teachers’ Retirement System from the PERS computer to the
Teale Data Center. A 3.4 man-year reduction in administration staff also
results from this transfer. A 2 man-year reduction in health benefits pro-
gram reflects the elimination of temporary positions which instituted a

pilot alcohol treatment project for state employees.

Table 4
Budget Summary’
Change F}-om Current Year
Proposed : Amount Percent
General Fund $320,178 $104 -
Special funds 8,904,371 ’ _Ti128 9.5%
Subtotal........ . $0294540 . §771,232 Cooal
Reimbursements y 526,172 -258271 . ’ =329
Total $9,750,721 $512,961 56
Program g ' . '
'Administration ; $5,082,011 $96,761 ‘ 19 - .
Man-years S 1 | =34 =23 .
Retirement . 83,727,814 $419.316 127
Man-years 2952 79 27
Health Benefits $695,724 $-12,037 -17
" Man-years 3.1 -2 =55
Social Security $245,172 $8.921 38
Man-years 15.8 - -

Total £9,750,721 512,961 " 56%
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Recent Legislation and Proposed New Positions

Some 50 bills were chaptered in 1974 which affected the operatxons of
PERS. To reflect this legislation and general workload increases, a total of
~ 86.6 positions were administratively added in the current year and 89.3
positions are requested for the budget year. :

Legislation requiring staff increases included (1) Chapter 374, the state
employee TEC bill (26.5 positions), (2) Chapter 1398, which granted
retirement credit for accumulated sick leave to noncertificated school
employees (12 positions), and (3) Chapter 1439, which established the

“state industrial member” category w1th added benefits for certam state
employees {9.3 positions).

Exporlanca Study I '

We recommend that the data processzng responsxb:lzty for PERS ac-
tuarial experience studies be transferred from the data processing unit to
the actuarial unit.

Government Code Section 20127 requires PERS to make a quadrennial
actuarial investigation {experience study) into the mortality, service, and
compensation experience of its members, The last study was for the period
July 1, 1965 through June 30, 1969 and was adopted by the PERS board on
April 1970. Therefore, according to law, a study should have been com-

, pleted by April 1974. Because of the long time period between such stud-
ies, the data processing unit has had difficulty maintaining and updating
the necessary computer programs. The actuarial unit has the necessary
programming expertise to maintain and update the required programs
and doés not have the high personnel turnover that typically occurs in a
programming unit. Transferring the programming duties from the data
_processing unit-to the actuarial unit would result in better program conti-
nuity and place all the responsibility for the study under one unit.

Administrative Fea

We recommend that General Fund Item 169 be aug:mented by $261,172
and Item 170 be reduced by that same amount so that the total cost of the
.Social Security program would be funded from the Genera] Fund rather
than from fees charged to participating agencies.
" Public agencies may contract for social security coverage of their em-
ployees through PERS. Those which do are charged an administrative fee.
PERS submits to the federal government quarterly wage reports and the
.employer and employee contributions due on the wages. The moneys
submitted by local agencies are held by PERS in the “Old Age and Survi-
-vors Insurance Revolving Fund” before they are remitted to the federal
government. Such moneys are invested by the state and the interest ac-
crues to the General Fund. The total amount of the funds annually submit-
- ted to the federal government is large (approximately $400 million), and
. interest earned by the state on these funds for the few days each quarter
they are held amounts to approximately $2 million annually. Because the
* state earns a substantial amount of interest on these funds, it is not appro-
‘priate to charge the public agencies a fee for administering this program.
- The funds proposed to support this program in the budget year total
$279,172. Of this amount, $18,000 is from the General Fund (Item 169) for
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the state’s share of administrative costs for its employeés, and the remain-
ing $261,172 (in Item 170) is derived from the fees charged to the various
public agencies covered by the social sec_urity, agreement. .

STATE TEACHERS' RETIREMENT SYSTEM '
Item 172 from the Teachers’

‘Retirement Fund. : C ~ Budget p. 336
Requested 1975-76 ...........coerreeee eeeeeeseaessee s sesssensrares $5,646,117
Estimated 1974-T5.....o s rernnieersssrernsssssssssasesssesssssasssnses .. .5,651,240

T ACHIAL 1973-T4 .o risesa s st sre e 4,896,335
~ Requested decrease $5,123 o ‘ '

- Total recommended augmentation ... $170,900
SR ' L ~ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS - Ppage

1. Disability Staffing. Augment by $52,900. Recommend two 258
claims analysts and one clerk be added for review of disabili- -
 ty claims. ‘
- 2. Disability Review. Recommend dlsablhty apphcatlon re- 259
view process be restructured, _
3. Microfilm Project. Augment by $70,000. Recommend pur- 260
. chase of microfilm eqmpment to complete this project -
" begun in 1970. o
4. Department of Finance Audit. Augment by $48000. Recom- 261
~ mend retention of 12 permanent positions scheduled for )
termination in budget year.

- GENERAL PROGRAM STATEMENT

In 1913, the Legislature established a statewide system for paying retire-
" ment benefits to public school teachers in California. A public Teachers’
Retirement Salary Fund was established to support the system. In 1944,
the name of the system was changed to-the State Teachers’ Retirement
- System (STRS). The retirement system remained under the direct juris-
diction of the State Board of Education until 1963 when it was removed
from the Department of Education and placed under the management of
a nme—member State Teachers™ Retirement Board

ANALYSIS-AND RECOMMENDATIONS

* Table 1 outlines the system’s fundmg and expenthures by program
_,element The budget and staffing reductions will be discussed later in the
analysis under the Verification Pro;ect and the Department of F1nance
~ audit.
-Dlsablllty Staffing

We recommend an augmentatron of' 552, .900 to add two claims ana]ysts
and one clerk for review of disability c!azms
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Table 1. ' . oo
Budget Summary

Change From Current
E . Year
~ Funding ] Proposed  Amount Percent
Special Fund . TR e $5,646,117 $§-52% -
Reimbursements . 230,000 - -
Total . 85,876,117 .- $-5123 . -
. Program o . o . .
Records and Statistics . ~ $3,113,031 $—13,602 04
‘Man-years, . — : . 175 - 225 —114
Services to Members Ceniessmreash $2,173,654 $-6,120 —03
- Man-years ; i : 114.7- =17 -129
+. Administration s $0589,432 314,608 . 25
~ Man-years . 1o .0 -
_ Total—Expenditures ‘ " 85,876,117, $-5,123 -
Man-years . - 2297 . 1+ | 5 u

. Significant benefit unprovements in the STRS disability program enact-
-ed by Chapter 1305, Statutes of 1971, effective July 1, 1972, resulted in
disability retirement applications inereasing by over 500 percent annually,
i.e., from less than 100 in 1971-72 to 650 in subsequent years. Approximate-
ly 66 percent of the applications received were approved in fiscal year
197374, with a hablhty to the system estimated at $200,000 each.

There ‘has been no increase in professional staff to offset the added
- workload. One associate government program analyst examines all claims.

Considering the fact that the insurance mdustry recommends an 'average
assignment of 250 cases annually per examiner for maximum effectiveness, ,
it is clear that STRS disability applications do not receive adequate investi-

- gation. Two additional examiners (associate governmental program ana-
lysts) plus one clerical support position should be added for disability
_ review for workload increases. This level of staffing would produce an
‘average load of 220 cases per examiner. The added positions have a total
cost of $52,900 (salaries and operating expenses), but they would probably
_produce offsetting savings by eliminating those marginal disability cases -
which now become a liability to the system because of inadequate review.

. Disability Review Process Needs Improvement

We recommend that the disability appbcabon review process be re-
. structured as follows:

(a) The STRS board’ should adopt written guidelines to insure umform
‘action on all disability applications.
" (b) Staff examiners, after comp]ebng an intensive in-service tra:mng
program, should be authorized to approve disability cLums subject
" to strict guidelines.
(¢) Thé current Disability Review Board (DRB) should be gnmted
' - formal authority to act for the STRS board. DRB should review all
‘application denials and, on a random sample basis, review all ap-
plication approvals to insure compliance with the guidelines. DRB
_would hear appeals and additional evidence from denied applicants
&nd could overturn any staff dec:s:on by a majority vote.
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(d) The board’s chief executive officer should be removed from tbe ,
normal appeals process.

(e) Claimants or STRS may appeal DRB decisions to an administrative
hearing officer and ultimately o the full STRS board (before ap-
pealing to the courts).

Currently the claims examiner reviews the disahility application and an
accompanying medical opinion from the applicant’s physician, collects
additional medical information as required, and prepares a recommenda-
tion of approval or disapproval to be submitted to the Disability Review
Board. The Disability Review Board, an informal organization comprised
of the assistant chief executive officer, the member services supervisor,
and the assistant member services supervisor, rules on all applications. If
the board approves the application, the claimant is so notified and benefits
are payable from the date of disability. If the board disapproves the ap-
plication, the claimant may appeal the decision administratively in the
following order: Disability Review Board (rehearing); STRS Chief Execu-
tive Officer; Administrative Hearing Officer; and STRS board.

The above process is extremely time-consuming, often requiring as
much as six months before resolution of an appeal, and involves the risk
of inequity due to lack of established written standards for screenmg
disability applications.

Microfilm Project

We recommend an augmentation of $70, 000 to purcbase the necessary
" equipment to complete the nucrofilmmg project which was begun in
fiscal year 1970-71, prowded STRS recefves the necessary stafiing from
federally funded pubbc service employment programs.

Currently almost all of the individual member records held by STRS are
in file folders containing many kinds of documents relating to the mem-
~ ber’s employment and salary history. These individual files must be sent

to the operating units for processing retirement applications or respond-
ing to other types of requests. This procedure is time-consuming and ten
employees are required to process the files.

In 1970 STRS began to microfilm the records of all new members and
files of teachers reentering the system (existing member- files were not
included). Microfilm has many advantages over the “hard copy” system
because {1) copies can be cheaply made and furnished to the operating
units, thus reducing control staff necessary to protect against file loss, (2)
less storage space is requ1red and (3) files can be updated with computer
salary information, which is a faster and cheaper method.

At the current rate of microfilming, all system files would not be con-
verted to microfilm for another 30 years. In the meantime, STRS is operat-

" ing two records systems (microfilm and hard copy), which is cumbersome.
We believe a two-year project should be undertaken to microfilm all the
active member files (350,000). Such a project would require nine positions
for two years plus one-time equipment costing $70,000 in the first year and
$30,000 in the second. Ongoing operating equipment cost (film, etc.)
would approximate $12,000 annually. STRS is currently seeking to obtain .
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funding for the required nine positions from federally financed public
service employment programs. Our recommended $70,000 augmentation
for microfilm equipment would therefore be contingent upon the avalla-
_b1l1ty of federal Pundmg for the positions.

Verification Prolect Nears Completion

Since 1965, when ten employees began to venfy some member service
records before retirement applications were 'received, the verification
unit has grown to a currently authorized staff of 84 positions (34 perma-
nent and 50 limited to June 30, 1976). The unit has verified the service of
all members over the age of 50 and is currently working on the records
of members who are age 49. This project has produced efficiencies in the
processing of retirement applications by eliminating the requirement to
obtain needed employer information (salary, length of service, etc.) after

- a retirement application is received. The verification of all member
records was originally scheduled for completion by ]une 30, 1976.

Rather than proceeding with plans. to terminate all 50 limited-term
positions on June 30, 1976, the Department of Finance agreed to phase out -
the project over a two-year period beginning a year earlier than originally
planned and ending a year later. This procedure is reflected in the budget
by eliminating 50 limited-term positions in the Data Management and
Verification Division and replacing them with 37.5 limited-term, tempo-
rary help positions. The $312,241 requested for these 37.5 positions is suffi-
cient to allow STRS to phase out 25 positions annually by attrition over the
next two years. The verification unit will be reduced to its normal working
force of 34 permanent positions by June 30, 1977. '

Department of Finance Audit

We recommend an augmentation of $48,000 to retain 12 permanent
positions which are scheduled for termination in the budget year.

In June of 1974, the Audits Division of the Department of Finance
completed a management review of STRS which made many recommen-
.dations concerning the operations, organization and staffing of STRS. We
concur with most of these recommendations; but disagree on the level of
. reduction in staff. The proposed budget reduces the STRS staff by 27
positions pursuant to the management review. We believe a more realistic
reduction for the 1975-76 year would be 15 positions. Hence, (')ur augmen-
tation for 12 positions (27 positions minus 15 positions).

The Department of Finance based its reduction on the relatlonshlp
between historic staffing patterns for the years 1963-64 through 197273
and workload measured by system membership and service retirements.
When this historic relationship was projected forward, the current staffing
level appeared high. We agree that the current staffing level is higher.
However, our conclusion is not based on an historic projection but on an-
assessment of actiual departmental services to its membership.

Prior to 1970, STRS was severely criticized for inefficient operation.
Delays of 18 months after the effective date of retirement before receiving
the initial benefit payment were common. Active members did not re-
ceive their annual statements until two to three years after the end of the
fiscal year in which contributions were made. Lack of up-to-date informa-
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tion often resulted in members discovering that they owed large balances
only after they had apphed for retirement. These problems have been
overcome by an increase in the utilization of electronic data processing
and revised operating procedures. For example, prior to July 1, 1969, STRS
received information from employers on salary contnbutlons, service,
etc., on an annual basis, which contributed to the delays mentioned above.
‘Since that time, the reporting units have been shifted to a monthly report-
ing procedure.

Additional staff was added to STRS to implement these new procedures
and to help clear the backlog. STRS has reached the point where the new -
procedures are producing economies and some staffing reductions are
justified. We have worked with the department and have identified 15
pos:tlons (six in monthly reporting, four in benefit calculations, and five
in accounts receivable and key punch) which can justifiably be eliminat-
ed. Additional economies can be expected in the future mth further
_streamlining of the new procedures

'‘DEPARTMENT OF VETERANS AFFAIRS

Items 173, 175, 176, 177 from the
General Fund ,and Item 174
. from the-Veterans’ Farm and

Home Building Fund , : - Budget p. 339
Requested 19T5-T6 .......cccvvreievrirmrmrmrmcscsisinsesnnnnas ertsieieaereanrrares e $13,187,045
Estimated L974-T5......veieererremssioreninnsesnsiressrsssssssssassrsmssesessanernines 12,673,616
Actual 1973-T4 ... ssasssesssesens ............ e 8,584,528

Requested increase $513,429 (4.0 percent) ' o
Total recommended reduction ........c..ceeorrecrvremnicnsnns rerierveanes None

1975-76 FUNDING BY ITEM AND SOl‘JRCE

Item Description ] Fund . Amount
173 Administration . General : . © 81,003,635
174  Administration. - Fatm and Home

) - : . Building S+ o 294955
175  Educational Grants o . General - o 4,585,100
176 Hospital Administration - . Genera - B 6,213,355

17T . Locul Assistance ) General _ ‘ 1,000,000

' $13,187,M45 ,
C ) ) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Service Fee. Recommend department insure that its serv- 264
. ice fee for “consents-to-encumber” be applied uniformly.
- 2. Eligibility Requirements. Recommend legislation author- 264
izing the educational assistance program to require the vet-
. eran to show (1) need and (2) satisfactory educational . -
progress. ‘ : :
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3. Benefit Level. Recommend California State Scholarship 265
and Loan. Commission annually determine an adequate = -
schedule of educational benefits for needy veterans.

4. Transfer of Programs. Recommend Postsecondary Ediica- ~ 266

- . tion Commission study feasibility of transferring education-

- al assistance programs from Department of Veterans Affairs
to the State Scholarship and Loan Commission.

GENERAL PROGRAM STATEMENT

. The Department of Veterans Affairs administers a program of services
for quahﬁed California veterans and dependents. The department’s prin-
cipal aim is to help qualified and needy veterans or dependents obtain
direct federal or state ajid and to prov1de a hospital-nursing-home-domimh- :
ary facility for those veterans requiring such services not otherw1se avail-
able to them.

In addition, the department administers a loan program to enable veter-
ans to own their own homes, farms or mobilehomes on a more economical
basis than would be available to them by conventional meéans. This service
is self-supporting and self-liquidating from regular payments made by
participating veterans.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Table 1 details the department’s administrative cost by program and
funding sources as appropriated in Items 173, 174 and 176. Item 175 pro-
vides $4,585,100 for educational grants and Item 177 provides $1,000,000 for
__local assistance to county veteran service offices.

: . Table 1
. Budget Summary
) ‘ ' ' Change From Current Year
Fundm Proposed Amount Percent
Genera.l Fund (Item ) R $1,003,635 $33,989 34
General Fund (ftem 176} veoweorromeummessiserssesne 6,213,355 352,965 69
" Total General Fund . $7.306,990 $385,954 56
Special Fund {Item 174} 294,955 26,475 98
Special Fund (Contmumg Appropriation) ... 3,673,997 oo —s4803 87
Subtotal I £$3,968,952 —$339,477 . =18
Federal {direct) esssrnani 3,468,545 —46,235 -13
Reimbursements 9,164 202 141,548 T8
Grand Total ) $16,908,680 $142,790 09 -
Program . | . .
Farm and Home Loan.. 83,673,997 - —$348,966 -8.7
. Man-years . 1966 . ¢ -0
Educational Assistance ) $248,662 L §1807 32
Man-years 13 B -0
Veterans' Claims and Rights ..uvuevssmssmusnnes " $572,707 $17423 . 31
Man-years 317 0 0
Home and Hospitat $11.845,902 $448,278 .39
. Man-years 7562 - 0
Ceneral Administration $567 421 $18,248 33
Man-years ... . 296 0

" Total ‘ $16,508,689 $l42,790 0.9
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The $339,477 reduction in spec:al fund support results pnmanly from
one-time expenses incurred in the current-year for remodeling the Sacra-
mento headquarters and relocating the Sacramento area office. (This re-

. ~ duction is also reflected in the Farm and Home Loan Program in Table

1.) The direct federal funding consists of medical and billet payments in
behalf of residents of the Veterans Home. The reimbursements represent
federal funds paid through the veteran to the home for “aid and attend-

ance” and fees paid directly by the veterans. The reduction in direct
federal support results from a reclassification in the levels of patient care
(from 3 categories to 5) at the Veterans’ Home to reflect more accurately
the type of care needed by the individual veterans. For example, a veteran
might be reclassified from the “rest-home” category (requiring 24-hour
nursing supervision) to the “residential care” category which requires

- limitéd nursing supervision. Because direct federal support is based on the

level of care provided, the net result of the reclassification is a reduction

© in direct federal payments. However, this revenue loss is more than offset

by increases in federal reunbursements and adjustments in veterans fees
which we recornmended last year.

FARM AND HOME LOAN PROGRAM
Standardize Service Fee : R .

We recommend that the department’s service fee for issuing “consents-
to-encumber” be applied uniformly to veterans seeking home improve-
ment loans. : o )

The Cal-Vet loan program differs from conventional private financing
in that the department acquires the property desired by the veteran,
retains title to it, and then sells it to the veteran under a contract of sale.
The title passes to the veteran only after he has completely paid off the
contract. Because the department does not make home improvement
loans, Cal-Vet loan holders must obtain second mortgages for such pur-
poses from outside conventional lenders. The veteran is required to secure
the department’s approval for the loan (“consent-to-encumber”). De-

pending on the amount of time required for the department to evaluate
the loan proposal (i.e., check the veteran’s finances, reappraise the prop-
erty and provide for mcreased home insurance), a fee of either $50 or $100
is charged for this service. Because the amount of the fee is determined
by the district offices based on their interpretation of departmental guide-
lines, the amount charged for essentially the same service varies among
the nine district offices. At least one district office does not collect a fee
under certain circumstances. The department should clarify its fee guide-
lines and take appropriate administrative action to insure that its dlSlTlCt
managers apply the fee uniformly.

EDUCATIONAL ASSISTANCE TO VETERANS

' Eligibility Requiraments

We recommend Iegrlslabon dutbonzmg the department to tighten eJJgJ-
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bility requirements for educational assistance by requiring veterans to
show (1) need and (2) satisfactory educational progress.
Chapter 460, Statutes of 1974, appropriated $2.5 million from the Gen-
“eral Fund-to reinstitute state-funded educational benefits for California
veterans. The same level of funding is proposed for the budget year. The
benefit, $100 per month- for 12 months is granted to all California veterans '
provided they:
(1) are full-time students pursning a course of study leadmg to a recog-
nized degree; license, certificate, or diploma;
(2) have exhausted all federal veterans’ administrative benefits; and
'(3) have been discharged from military service within the last 12 years.

All other General Fund scholarship programs require the rec1p1ent to
show financial need and satisfactory educational progress:

The department has the authority to implement such requirements in
this program if available funds are not sufficient to provide benefits to al/
applicants, but this has not been done because sufficient monies are avail-
able to fund the $100 benefit level. The recommended requirements for
demonstrating finanecial need should parallel those promulgated by the
State Scholarship and Loan Comnnssmn

Review Adequacy of Beanefit Level

We recommend that the California State Scbo]ar.s'bxp and Loan Com-
mission annually determine an adequate schedule of educational benefits
for needy veterans and that legislation be enacted to irfiplement this
benefit level automatically to secure more eqwtab]e utilization of avail-
able funding. :

- For full-time students, monthly federal educatmnal benefits start at $270
for a single veteran and increase to $388 for a veteran with four depend-
ents. In view of this level of benefits, the state flat $100 per month statutory
benefit probably is inadequate for a needy veteran. If a needs tests is
established as recommended, a lower number of veterans would qualify
for state assistance, thereby permitting a higher level of aid for needy -
veterans within the available funding.

The “need” concept is a distinct departure from the established pro-

"gram in which the veteran, for his military service, has earned the “right”
to state assistance regardless of need. This right in turn is related to the
assumption that his-education may have been interrupted and he is enti-
tled to be aided in Teestablishing his educational program. Whether he
requires the financial need is not 4 consideration except as 1t relates to
exhaustion of federal benefits first.

On the other hand, the demands incurred under thlS rlght concept
cause the amount made. available by state appropriation to be less per
veteran than it would be if need were a criterion. The $100 limit thus is

“small in relation to the needs of many veterans. Abandoning this right to

"the $100 makes it possible to use the available fundmg 50 as to more nearly
meet the requirements of needy veterans. In our opinion, this change in

concept will come closer to achlevmg the funda.rnental purpose of the
program. : .
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DEPARTMENT OF VETERANS AFFAIRS—Continuad

Transfer of Programs

We recommend that the Postsecondary Educabon Commzsszon study .
the feasibility of transferring educational assistance programs from the
Department of Veterans Affairs to the State Scholarship.and Loan Com-
mission and report thereon to the Legisiature by November 15, 1975.

The Department of Veterans’ Affairs administers two educational assist-

~ ance programs. One is for veterans (previously discussed) and the other

is for veterans’ dependents. The State Scholarship and Loan Commission
administers all other state-funded scholarship programs. There probably

- would be economy of scale, more consistency in administrative regula-
* tions and continuity of aid programs if administration of the two Veterans
. Affairs programs is transferred to the State Schiolarship and Loan Commis-
sion.

‘ -VETERANS CLAIMS AND RIGHTS ‘

" The population of California includes over three million veterans who
are qualified to participate in both state and federal veterans assistance
programs. Annually, the state and federal governments enact legislation
affecting the veteran or his dependents. The department renders assist-

. ance to veterans in these areas through the following activities.

C A Claims Reprosantatlon

Cldims representation is actually a form of joint venture involving the
department county veteran service offices and various veterans orgamza-
tions. Collectively, their purpose is to provide assistance to veterans in
preparing and submitting claims to the federal Veterans Administration
as well as to the department or any agency prov1d1ng some form of ass:st-
ance to veterans.

. Monetary benefits paid to California veterans by the Veterans Adxmms-
tration approxirmate $500 million annually while the state cost to ass1st in
the recovery has been around $500 000. -

. B. Cal -Vet Ellglbllnty

All of the services offered by the department are based on a demonstra-
tion of eligibility of the applicant veteran or dependent. Consequently, an

important function of the department is to establish or help-to establish

the facts in each case. This includes questions of residency, period of active

. service, and other factors. Veterans who have received or are now receiv-

ing a bonus from another state are not eligible.

" C. County Subvention

- As mentioned earlier, the assistance rendered to veterans in  establishing

~ their claims and rights involves a joint venture including the county veter-
an service offices which operate in 55 of the state’s counties. The state has
~recognized that the cost of the service provided by the county offices is

to some degree chargeable to the state and as a result the Legislature has
provided subvention funds. -
Prior to January 1, 1975, this subvention was hmlted to $75 monthly for
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each county veteran 'service officer. The annual subvention totaled ap-'
proximately $500,000. Chapter 1431, Statutes of 1974, removed this month-
ly limit and increased the total annual subvention to $1,000,000. This
. increased subvention level will allow counties to implement a program to
obtain federal veterans, benefits for veterans who are on welfare. Such
- veterans could then be taken off Welfare with est:mated state and local
'savmgs of $3 million annually

VETERANS" HOME AND HOSPITAL

The state-owned facility at Yountville has a capacity of 1,489 dozmmhary
beds and 854 beds for general medical, surgical and chronic purposes plus
all of the necessary supporting facilities such as dining rooms, nurses’ and
employees’. quarters, recreational facilities, ete. In the past there has been
a steady downward trend in the domiciliary population at the home while
_ there has been a continuing waiting list for the hospital facilities. Of the
eight domiciliary buildings on the premises, only four are partially oc-
cupied by veteran members, However, in the past three years this domi-
ciliary- population has remained fairly constant at about 500. A slight
increase in domiciliary membership is expected in the budget year. Table
2 summaries the workload statistic over a four-year period.

Table 2
Veterans’ Home and Hospital
Selected Workload Data

' Category + 9727 197374 19775 A9TT6

Domiciliary membership .......ommmmene 485 . T 485 510 550
Hospital patient-days..... 148,361 ‘146000 . 148000 . 149500
Annex-patient-days " 138,585 136,869 - 140,000 140,000

Domiciliary outpatient Visits ... 13842 - 13,772 14,000 14,000

Business and Transpo'rtation Agency
DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL

Itemn 178 from the General o T
Fund o o o .Budget p. 351

Requested 1975-76 .......... et nees S ey 38,663,849
. Estimated 197475 . - e - 8,436,476
Actual 1973-T4 cueoeeeeeeerrens et vt bebes et eeana 7,531,101
Requested increase $227,373 (2.7 percent) o _ ‘
Total recommended TEAUCHON uonveveieers e vesesserereseeseseseerens None
. : T : : - B . ‘ .. - Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS | ... page

Fee Structure. Recommend department review fee structure 270
so General Fund revenues from this source can be increased to
cover departmental support. ‘
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