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Agriculture 'and Services 

. DEPARTMENT OF FOOD AND AGRICULTURE 

Items 108-110 from the General 
Fund and special funds Budget p. 197 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ............................................................................ . 
Actuall97~75 ....................................................................... : .......... . 

$32,071,841 
34,918,260 
30,802,332 

:Requested decrease $1,846;419 (5.3 percent) 
Total.recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 
Item 
lOB 

109 

lio 

Description Fund 
Depaitrnent of Food and Agrieul· . General 
ture (support) 
Department of Food and Agrieul· Deputment of Agrieul. 
ture (support) ture 

'" Department of Food and Agricul· Fair and Exposition 
ture 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Budget Format. Recommend budget show expenditure, 
funding source and significant changes for control and 
eradication. 

2, .Cattle Indemnity. Recommend Budget Bill language 
..liiniting appropriation for indemnity on cattle. 
,3. J:3rand Inspectors. Recommend use of brand inspectors for 
" brucellosis vaccination verification. 
4. Animal Health Staff. Recommend corrections in classifica­

tion and assignment. 
5~Agricultural Planning. Recommend work outline to im-

plement planning function. . 
6. Chemistry Laboratory-u.c. Davis. Revert $717,900 in 

Item 374(a),1974, for laboratory. Recommend (1) reversion 
and (2) reevaluation of laboratory plans because of reduc-
tion in need. 

GENERAL PROGRAM STATEMENT 

None 

Amount 
$17,817,107 

13,851,329 

403,405 

$32,071,841 

Analysis 
page 

202 

204 

205 

205 

206 

208 

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 th,e 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 
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 vary from short-
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term crop forecasts, financial superVision of localfairs,thr(;lugh agricul­
tural pest and disease control, to enforcement of quality, quantity, and 
safety standards of certain agricultural and consumer goods.,;, 

ANALYSIS AND RECOMMENDATIONS 

Funding 

The financial resources of the department are derived mainly frbm the 
General Fund and the Department of Agriculture Fund. The General 
Fund supports those activities which benefit the general public, while the 
Department of Agriculture Fund supports activities that serve identifiable 
interests. Because of changing program conditions, the determInation of 
benefit for some programs has become increasingly difficult. ' 

The budget for next year reflects the administrati()n's philosophy to 
avoid tax increases in fiscal year 1976-77. To accomplish this, theadm:inis~ 
tration has examined all programs which: 

1. Do not show results, or indicate only marginal performance., '.' .. ' 
2. Have substantially met the· needs for which they were estiiblished., 

·3. Overlap significantly with other programs. '. ,. 
4. Benefit only special interests which more properly should support 

themselves. . 
5. Ignore better alternatives. 
6. No longer enjoy the support of the~ people. i' , 

Consistent with this policY,General Fund support for tl).e follq\\'ing 
programs has been reduced. 

Program Reason for Reduction 
Predatory Animal Control Program ............ Special interest benefit 
Japanese BeetleEradication Program ......... Needs met 
Meat Inspection Program .............................. Better alternative 
Market News Service .............................. ,....... Special interest benefit 

Total reductions 

Amount 
of Reduction 
. ..:..$183,075 
. , c.: 253,185 . 

, : 'r 2,773,816 
. -.97,561 

$3,307,637 

The total support appropriation made by the Budget Bill is $32,071,841. 
However, the total proposed expenditures, including federal fines and 
reimbursements, in 1976-77 is $40,353,657, a $4,516,573 reduction over the 
current year's projected expenditure. Of the proposed expenditures, in­
cluding local assistance, $18,662,007 will come from the General Fund and 
the Department of Agriculture Fund will provide $18,206,733. The-,Fair 
and Exposition Fund, which is derived from horseracing re.venues,!pro­
vides$403,405 for support of the department's Division of Fairs and Expo-
sitions. • 

The department also plans to collect and expend approximately $11 
million in industry fees for inspection' services performed by the- state at 
the request of iridustry. These programs are included in the Go;vernol"s 
Budget under Supplemental Information· on page 210 for, the, first time 
since 1971 when they were removed pursuant to Chapter 284, Statutes of 
1970. In addition, the department will handle approximately $32 million 
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under 37 marketing orders or similar programs es~ablishedat industry 
request to aid in production, control and advertising of agricultural 
products. These marketing order expenditures are not scheduled in the 
Governor's Budget but are handled as special trust fund accounts in the 
Department of Agriculture Fund. 

Federal government reimbursements in the past averag~d $4 million 
annually. Total federal reimbursements for the budget year are estimated 
to be $923,112. The major work financed by federal funds has been the 
meat inspection program. . 

MEAT INSPECTION 

The responsibility for inspection' of meat produc.ts in. both inter and 
intrastate commerce rests at the federal level. The federal law allows 
states to perform the intrastate inspection work. If they meet federal 
standards,. they receive certain federal payments through cooperative 
agreements. California has been operating under such aqooperative 
agreement since about 1968. However, federal law requires that the U.S. 
Department of Agriculture perform the inspection if a state does not 
perform satisfactorily or chooses not to perform the inspection. As a conSe­
quence, the same' level of existing state service can be provid~d through 
federal assumption of responsibility for the work and federal assumption 
of all costs. The previous administration had assumed the responsibility for 
the state to perform the inspection work with partial ~tate funding .. 

This budget proposes that the meat inspection program be turned over 
to the federal government with an accompanying state workload reduc., 
tion of 354 positions' and $6,667,104 in combinedstate-feder~ funding .. The 
phase out of state involvement is anticipated to begin April 1,.1976, with 
an initial reduction of 302 positions. The remaining reduction is anticipat~ 
ed to occur in the 1976-77 fiscal year. It appears that the administration 
can make the shift to federal inspection merely by not providfug for state 
inspection. 

The department indicates that this transfer of responsibility is consistent 
with the actioris df other states and as discussed at a recent nationwide 
conference between state and federal leaders. Final details of the. phase 
out are still being developed. 

Personnel Transfer Pro.blems 

The federal program is expected to utilize many of the pers~nnel now 
in state' service.· However, the department indicates that the transfer of 
personnel from the state to federal program may result in some losses jn 
retirement benefits. Additionally, transferees may be required to accept 
positions at the eI1try salary level which would mean a possible 20 percent 
reduction in salary for some. Becallse of these potential problem areas, the 
department is eXploring early retirement or accelerated retirement, simi­
lar to the techniques used in the Caltrans program reduction. 

The department expects that approximately 50 supervisory positions 
may not be transferrable and is exploring means to assist in relocating 
these employees within the department or. elsewhere. 
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Reductions in Other Expenses ! - .. 

The dollar reduction for meat inspection in the Governor's Budget does 
not include approximately $400,000 in overhead costs accruing from the 
program. With the loss ofthe meat program there is a reduction of appro x -
imately20 percent of the department's staff and about 16 percent of its 
total program. This will undoubtedly affect other work not yet identified. 
One such area that has been identified is laboratory space. This will be 
discussed later in the analysis of the department's budget under the sec­
tion entitled Departmental Chemistry Laboratory. 

AGRICULTURE PEST AND DISEASE PREVENTION 

The basic objective of this program is to prevent the introduction or 
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, apiaryinspec" 
tion, nursery service, weed and vertebrate pest control, animal health;·and 
necessary diagnostic laboratory services. ' ":, 

The cost for this program is $15,919,948 next year. The General Fund 
portion is $12,393,585 or 78 percent, while the Department of Agriculture 
Fund portion is $3,010,493 or 25 ·percent. The remainder of the program 
expenditure is inreimbursernents and federal funds. 

Significant Program Changes 

ThE) Governor's Budget proposes increased livestock indul!try paticipa~. 
tion in funding the predatory animal control program. Therefore, the 
General Fund contribution is proposed to be reduced by $183,075. 

The Dutch elm disease eradication program will expend $1,440,262 dur­
ing the budget year through a combination of $670,000 carried over from 
the current year as provided by Chapter 1000, Statutes of 197q, and a­
$770,262 General Fund appropriation in this item. The funding for the 
current year and the carryover comes from unclaimed -gas tax money in 
the Department of Food and AgriCulture Emergency Fund. 

Additional Budget Presentation Needed 

We recommend that the Department of Finance and the Department 
of Food and Agriculture show in the Governors BudgetthearnolPlt of 
expenditures for eradication and control programs, the s.ource offunding, 
and any sigilificant changes in effort orIunding. ' 

Control and eradication programs will account for $6,283,036qr approxi­
mately 16 percent of the total department expenditures for, next year.,T4is 
is a major portion of the department's budget, but budget data sllch'lI:sqn 
page 199 of the Governor's Budget do not provide any expenditurehr~~-
down.' - d ,!, 

The general policy of both the Legislature and the departmeIlt has, been 
that funding for those eradication programs which areprimarilybe~.E)fiGial 
to the. general public be' paid by the General Fund; control, progra:.;ns 
which essentially benefit industry are to be industry funded, and where 
there is a mixture of benefits, costs are apportioned accordingly. 
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In the past the departmenfs budget has· frequently mixed controlancl 
eradication programs to such an extent that their funding and beneficiar­
ies were not related. General Fund support, for what should have been 
short-term eradication efforts, have become long-term state cost without 
clearlyidentifying that change and determining the responsibility of the 
agricultural industry or the General Fund. 

Page 199 of the Governor's Budget lists the various programs but does 
not include funding information, schedules of completion or data on 
changes in program. In addition, Table 1 shows that the budgeted figures 
do change. 

Table 1 
Control and Eradication Expenditures 

(Figures Rounded) 

.' .. 1974-75 Actual 1975-76 Budgeted 1975-76 Revised 1976-77 Budgeted 
Totai'PrOgr~ .......................... ~... $5,239,000 $5,456,000 $6,268,000 $6,283,000 
Reiinbureinents .. :....................... 387,000 199,000 242,000 211,000 
Net Total : .... ; ..................... ;.......... 4,851,000 5,256,000 6,026,000 6,070,000 
GeneralJi'und ............................... 3,72.1,000 2,981,000 4,072,000 4,036,000 
Agricultural Fund........................ 1,129,000 2,275,000 1,953,000 2,034,000 
ManYears; ......... :...........................I84 . 185 186 138 

The.; purpose of the budget document is to' show expenditures and 
changes in them. Because control and eradication programs have been a 
source of budgetary problems for many years, we recommend that the 
expenditures be set out in the Governor's Budget in a meaningful way that 
will specifically show the amounts and sources of funding for control' and 
eradication efforts. 

ANIMAL HEALTH 

The purpose Of the Animal Health program is to detect, control or 
eradicate livestock and poultry diseases. The total cost of the program for 
the budget year is estimated to be $3,025,285 of which approximately 86 
percent or $2;615,464 is provided by the General Fund. The remainder of 
the' program is financed through the Department of Agriculture Fund. 

The Bureau of Animal Health has effectively contained many diseases 
financially significant to the livestock and poultry industry, such as tuber­
culosis, hog cholera, equine encephalitis; Imllorum, etc. The bureau's cur­
i~n'f'p'iiorfties include bringing brucellosis under control and· preventing 
butlir'e'iikirof contained diseases through regulatory testing, quarantine, 
an:ara~struction of diseased animals. . . 

Public Health officials have indicated that many of the diseas.es affecting 
live-stOck and poultry are not transmissible to man, and that others, while 
cortstiiliHng occupational or industrial health problems, are not generally 
recO'gnized as public health problems. For this reason last year we re­
cBirlmeded' and the' Legislature directed" a review of the departmen~ s 
work on brucellosis because there was a need for new approaches . 
. 'The'department submitted' a study, of the brucellosis program to the 
legiSlature in December 1975. In its report the department states. that the 
cuiienfbrucellosis program may have shifted costs too far into the public 
sedor. Accordingly, the department has made several recommendations 
for more direct industry participation in funding brucellosis eradication in 
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cattle. We concur with these recommendations and believe ,that they 
should De adopted. There is no indication in the department's report of 
an intent to implement the recommendations nor does the Governor's 
Budget provide' for action. Accordingly, we are making the following 
recommendations in order to stimulate action on the report. 

Cattle Indemnity Funds 

We recommend that language be added to the Budget Bill limiting 
expenditure of cattle indemnity funds appropnated to no more than $50 
per slaughtered animal for purposes of brucellosis indemnity payments 
rather than the maximums of$300 authorized under the Food and Agricul­
ture Code. 

Current law provides for the indemnification of cattle owners if their 
animals are condemned pursuant to the provisions of the brucellosis eradi­
cation program. Food and Agriculture Code Section 10405 provides in­
demnity payments up to $300 when the condemned animal reacts 
positively to brucellosis tests and must be slaughtered. In addition, Section 
10422 provides that owners of negatively reacting cattle may receive up 
to $400 for grade animals, or lIP to $500 for purebred animals when these 
animals are not diseased but are condemned as part of the total destruc­
tion of seriously diseased herds. 

The department's brucellosis report indicates that California has one of 
the most generous indemnity provisions in the country. We concur and 
believe this may be creating a disincentive to rapid eradication of the 
disease. 

The Bureau of Animal Health indicates that when it appraises con­
demned cattle to establish the indemnity payment, it does not consider 
depreciation already taken on the animal. The purpose of depreciation is 
to permit the· owner to recoup his investment as the productive life or 
asset value of the animal is used up. The, U.S. Internal Revenue Service 
indicates that cattle can be fully depreciated. over a 24-36 month period. 
Applying this time frame, one-third of theiverage herd could be replaced 
each year and statistically, one-third of the condemned cattle could have 
approached full depreciation. However, the department appr,aises them 
at full value and this appraised value is used. for determination of the 
indemnification. In addition, the owner receives the salvage value of the 
carcass for meat. In some instances the owner may receive more than the 
full value of a condemned animaL This condition gives the owner no 
reason to prevent the entry of diseased animals into his herd. 

The reduction in indemnity as recommended by the department could 
provide an increased incentive for cooperation by the industry. It would 
create art incentive to avoid the entry of diseased animals into herds and 
thus facilitate eradication of the. disease. The department estimates that 
the limitation may save the General Fund approximately $3,968,000 over 
the projected course of this new eradication effort (1985). 
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Use of Brand Inspectors '.. ... .. , '. . ...... ,. . .... , . 
We recommend that the department' b~ dire~tedt~ ~i:iliz~ its b;~d 

inspectors to enforce provisions oflaw requiring evidence of brucellosis 
vaccination as· well as title when shipping animals. 

Brandinspection by departmental staff for determination of ownership 
is required for virtually all cattle movement, either intrastate or interstate 
to assure that strayed or stolen cattle are not shipped illegally.Conse­
quently, almost all cattle could be checked at one time or .another for 
evi~ence . of vaccination by the brand inspector. Vacdnation is a major 
means to control brucellosis. However; the brand inspectors do not nor­
mally Inspect for evidence of vaccination during their inspection of 
brands. This small added duty could greatly assist the department in its 
effort to prevent the importation or shipment of the unvaccinated animals 
wh~ch is a significant means of transmitting the disease. The brand inspec­
tion is~lready industry funded. This added duty should be a minor cost 
for the efficiency it would add to the brucellosis control efforts. 

Other Brucellosis Recommendations 

Two other recommendations in the department's report on brucellosis 
have fiscal significance and warrant support here. These recommenda­
tions require legislation. 

Slaughter Tax. The department indicates that the Jack of funding has 
caused a diversion of manpower to brucellosis from other essential- regula­
tory areas of the animal health program. The department estimates that 
a slaughter tax of $1 per head on all slaughtered beef and dairy cattle 
would provide $550,000 annually to augment the current General Fund 
expenditures. Such industry participation would provide additional·staff 
and allow a return of manpower to other important animal health assign­
ments. 

TaX on Diseased Herds. The department has recommended establish­
ing a tax on brucellosis'diseased herds to defray state expenses in retesting 
such herds. Such a procedure would require the owner of an infected herd 
to share iIi the continuing cost of retesting, again placing the cost upon the 
causitive factor. It has been suggested by the department that ~ tax of lO 
cents per hundred weight of milk be collected from infected dail'Y herds 
after the· third complete blood test. Our.analysis of departmental figures 
indicates that the revenue from the milk tax would approximate the state's 
cost of testing the herd. The assessment, on beef herds could be paid 
through retaining indemnity payments, directly billing. the owner, or 
through a lien placed on the cattle whi~h could be collected at slaughter. 

Nonprofessional Veterinary Positions 

,; .Werecommend that (l)appropriate reclassification of veterinary posi­
tions as indicated in the State Personnel Board review be undertaken, and 
(~) th~.lJureau of Animal Health shift assignment as legally permitted 
from professional to subprofessional staff. , . . 

The 1974-75 Analysis noted that the animal health prograni had various 
deficiencies in program and management. We recommended that the 
Bureau of Animal Health shift to the use of subprofessional or technical 
positions for many of the routine tasks now performed by veterinarians. 
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We further recommended that the State Personnel Board (SPB) review 
the bureau's classification of veterinarian personnel. 

The classification review by SPB has been completed. The SPB found 
(1) overclassification of veterinarians and (2) that 10 to 15 man-years of 
the work performed by veterinarians in the animal health program is 
routine and capable of being accomplished by subprofessionals and/ or by 
clerks. 

The department has, until recently, been reluctant to utilize subprofes­
sionals for certain routine functions, presumably because the Veterinary 
Practices Act would prohibit such uses. We believe that Business and 
Professions Code Section 4826 (c) in fact provides for the use of subprofes­
sionals. 

Several opinions on the legality of using subprofessional personnel have 
recently been secured including our request from the Legislative Counsel. 
The opinions cover several points regarding the services of subprofession­
als and the degree of professional supervision that the law requires they 
receive. However, no opinions that we have seen state that subprofession­
al personnel cannot work as a crew under the direct supervision of a 
veterinarian and the Legislative Counsel specifically agrees with the legal­
ity of that work situation. 

Consequently, it appears clear that the department can now use sub­
professionals when working under the direct supervision of a veterinarian. 
We recommend that it proceed to do so. There are presently 49 veterinar­
ian positions and 15 subprofessional positions plus 15 man-years of tempo­
rary help.The 49 to 15 ratio should be reversed and the department should 
develop a program to achieve that approximate goal. 

The savings from the use of subprofessional personnel should be sub­
stantial. Based in part on the department's memorandum of April 23, 1974 
to the Board of Veterinary Medical Examiners, the following duties should 
be assigned to subprofessionals: 

1. Obtaining blood samples from livestock for testing purposes. 
2. Conducting field diagnostic tests for brucellosis and pullorum. 
3. Vaccinating animals for brucellosis. . 
4. Tuberculosis surveillance (screening) testing of livestock (not diag­

nostic tuberculin tests which are more complex procedures). 
5. Conducting postmortems and assisting in surgery. 
6 .. Securing skin scrapings for scabies examinations and specimens of 

other external parasites for identification. 

Agricultural Planning 

We recommend that the Department of Food and Agriculture prepare 
a planning work outline including necessary additional staff to implement 
a planning function for submission to the Joint Legislative Budget Com-
mittee by December 1, 1976. . 

California agriculture within the past few decades has evolved from the 
family farm concept to a vastly diversified, capital intensive segment of\ 
world commerce. This evolutionary path has, however, increased agricul-
ture's dependency on other related industries, technical disciplines, gov-
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ernment institutions, and on planning long-range resource utilization. 

Present Agricultural Planning 

The department presently has two short-term planning related pro­
grams (1) Market News which makes seasonal projections of commodity 
supply and demand and (2) Agricultural Statistics, which through analyses 
of agricultural production data can provide some limited forecasting abili­
ty. Both of these programs have severe limitations with respect to medium 
or long-range planning perspectives. 

The state agency with the best long-range agricultural oriented plan­
ning capabilities and the most significant work under way tq develop 
agricultural oriented planning is the Department of Water Resources 
(DWR). Through the $6.5 million· annual expenditure for the program 
entitled "Continuing Fornmlation of the California Water Plan" the de~ 
pa'rtment gathers and evaluates hydrologic, meterologic, land use, water 
use and other delIland data for general planning activities with a primary 
objective "to prepare and maintain. . . a coordinated. . . statewide plan 
for timely economic ... development of ... water resources ... ". With­
in this framework DWR has attempted to relate its water resources plan­
ning to agricultural water needs. 

However, DWR has been unable to achieve fully the objectives of the 
above work because (1) it has only indirectly considered the substantial 
farm income assistance activities of the state and federal departments of 
agriculture, (2) it has not considered the developing land use concepts at 
all levels· of government, (3) the method of economic analysis used by 
DWR to evaluate irrigationprojects tends to be on a project-by-project 
basis which may n:ot benefit the state as a whole, and (4) DWR's planning 
bulletins have only indirectly considered the impact upon the consumer I 
taxpayers caused by increases in irrigated acreage as projected by it. This 
effort is further hffidered because the J)epartment of Food and Agricul­
ture, which presently has no long-range planning capacity, cannot ade­
quately participate with DWR in estimating land and water needs. 

The Department of Water Resources should not be expected to estab­
lish or evaluate agricultural policies. Only recently has the Department of 
Food and Agriculture attempted to coordinate with DWR to assure that 
the combination of programs operates efficiently and economically. 

Planning Needed 

The simplest and most direct approach to improve relationships 
between water development programs and agricultural programs would 
be to establish all data gathering and program coordination responsibili­
ties . concerning agricultural and food. needs within the Department of 
Food and Agriculture. Under this concept the Department of Food and 
Agriculture would· (1) establish an agricultural data base including land 
use, (2) coordinate the data base, including agricultural land use data, with 
marketing, supply, production and other departmental data, (3) coordi­
nate the state's activities regarding ,governmental programs related to 
agriculture, (4) improve the monitoring of principal economic indicators 
related to the interests of the agricultural industry and the consumer I 
taxpayer, and (5) determine additional agricultural land and water need-
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ed by the state's agricultural industry. From this, the DepartmeI).t of Wa­
ter Resources would develop the.amount of needed agricultural produc­
tion for its water planning activities. It should treat the input 'from 
agriculture in the s~e general manner as it currently treats population 
data prepared by the Department of Finance's population projectibnunit. 
Once the system became operational, the Department of Food. anc;l 
Agriculture's input to the Department of Water Resources would substan­
tially improve the effectiveness of the overall resource planning for both 
agencies. ' 

In addition, data on agricultural production and on agricultural land use 
should provide a resource base for use by the Office of Planning.and 
Research in its efforts· next year to initiate a rural development plan. 

We therefore recommend that the Department of Food and Agricul­
ture prepare a planning work outline including necessary addition~l staff 
to implement (1) through (5) above and to relate to the rural deYe19P~ 
ment plan of the· Office of Planning and Research. The outline ShOldd pe 
completed by December 1, 1976 for submission to the Joint Legisl~tive 
Bridget Committee. . . 

DEPARTMENTAL CHEMISTRY LABORATORY 

Since at least 1972, the department has been attempting unsuccessfully 
to obtain alternate space for its chemistry laboratories located in the de­
partmental building at 1220 N Street. The chemistry laboratory currently 
occupies space on three floors which is considered overcrowded, ineffi­
cient and unsafe. In 1973-74 a General Fund appropriation of $100,000 was 
made for a review and working drawings for new laboratory space. The 
following year Item 374 of the 1974-75 Budget Bill appropriated $717,900 
from the General Fund for construction which was one-half of ' the total 
$1,652,800 cost. The remainder was to- be financed from the Agriculture 
Building· Fund. 

The proposed facility is a 24,505 gross square foot, single-story building 
to be constructed on leased property at the University of California, Davis 
Campus. The original estimated cost was approximately $67 per gross 
square foot. This figure has now risen to about $93 per square foot, for an 
estimated cost of about $2.3 million for the total project. 

Reversion of Laboratory Construction Funds 

We recommend (1) that $717,900 for chemistry laboratory construction 
in Item 374(a), Budget Act of 1974, be reverted and (2) that the depart­
ment reevaluate its reduced chemistry laboratory needs. 

With the decision to transfer meat. inspection to the federal govern­
ment, it appears that much of the justification for construction of the new 
chemistry laboratory is no longer valid. According to the Governor's 
Budget, meat analysis in the laboratory represents about 46 percent of the 
workload and uses approximately 25 percent of the laboratory space. With 
this workload being phased out, the department should reexamine its total 
laboratory needs. It should also be noted that the Department of Food and 
Agriculture and the University appear to be in the second year of an 
impasse over provisions in the draft of the lease. 
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Because of the considerable workload reduction represented by the loss 
of the meat program, it appears timely for the department to reevaluate 
all its laboratory needs including alternative locations. The department 
should consider placing the scaled down chemistry laboratory adjacent to 
its veterinary laboratory on Meadowview Road in South Sacramento. This 
could provide certain benefits due to the commonality of laboratory 
equipment, staff flexibility, and economies of scale that the two separate 
laboratories do not now enjoy. The department should also consider re­
modeling its current facilities now that less space will be needed. 

Agriculture and Services 

SALARIES OF COUNTY AGRICULTURAL COMMISSIONERS 

Item 111 from the General 
Fund Budget p. 208 

Requested 1976-77 .................... ; ..................................................... . 
Estimated 1975-76 ...... ~ .................................................................... . 
Actual 1974-75 ...•.............................................................................. 

Requested increase None 
Total recommended reduction ................................................... . 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. . 

$174,900 
174,900 
174,900 

None 

This item appropriates funds in accordance with Sections 2221-222'4 of 
the Food and Agricultural Code, which provide for cost-sharing agree­
ments on agricultural commissioners' salaries in order to provide adequate 
and uniform enforcement of applicable Agricultural Code provisions. This 
appropriation makes available, through agreement between the Director 
of Agriculture and any county board of supervisors, a sum not to exceed 
$3,300 per year or two-thirds of the salary of each commissioner, which­
ever is less. Fifty-two counties are participating in this program. 
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ENGINEERING SUPERVISION OF FAIR CONSTRUCTION' 

Item 112 from the Fair & Expo­
sition Fund . Budget. p:208 

Requested 1976-77 .......................................................................... . 
Estimated 1975-76 .......................................................................... : .. 
Actual 1974-75 ............................................. : ................................... . 

Requested decrease $12,317 (8.5 percent) 
Total recommended reduction ................. ; ................................. . 

ANALYSIS AND RECOMMENDATIONS 

We recommend approviJ. 

$132,355 
'144;612 
119,266 

None 

This item appropriates the sum of $132,355 from the $2.25 million con­
tinuing statutory appropriation 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. 

MUSEUM OF SCIENCE AND INDUSTRY 

Item 113 from the General 
Fund Budgetp: '221 

Requested 1976-77 .... : .................................................................... . 
Estimated 1975-76 .................. ; .......................................................•. 
Actual 1974-75 .........................•......................................................... 

Requested increase $32,239(1.7 percent) 
Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$1,884,392 
1;852,153 
1,5pO,440 

None 

Afialysis 
page' 

1. Transfer Ownership. Recommend legislation to transfer 
museum's ownership to the County of Los Angeles. 

212 

GENERAL PROGRAM STATEMENT , 
The museum is an educational, civic and recreational center located in 

Exposition Park in Los Angeles. It is administered by a nine-member 
board of directors, appointed by the Governor. The museum's exhibits 
feature scientific accomplishments and its education program is designed 
to stimulate students' interest in science and the arts. A major portion of 
this program is financed by the Museum Foundation Fund which is sup­
ported from private contributions. Several facilities of the museum are 
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available to public and private groups for edllcational,recreational and 
civic functions. The museum also owns and 9perates 26 acres of public 
parking 'for hoth its patrons and those of'th~ adja~ent coliseum, sports 
arena and swimming stadium. These facilities are all located in Exposition 
I;'arl< which is owned and maintainec:l by the state, through the museum. 
In add.itiori to providing security for its own facilities, the musEmm is also 
resI>0Ilsible for security in Exposition Park. 

ANAllYSIS AND RECOMMENDATIONS 

The museum's staffing and expenditures are summarized in Table 1. 
Table 1 

Museum of Science and Industry 
Budget Summary 

Personnel (stalf.years) 
Estimated Proposed C!Jange from Estimated 

, Programs 1975-78 1fJ76-fl Cuneot fear 1975-78 
Education ...................... ,,: ..................... , ...... , .... ,. 93.1 94.1 1 $1,708,288 
Administration ...... ,' .. , .... , .............. , ............ , .. ,..... 35.0 35,0 Q 570,293 , 

Total Program -Costs .................................... 128.1 
Reimbursements .. , ........... , .......... , ..................... , 

General Fund costs ........................................ .. 

129.1 $2,278,581 
-426,428 

$1,852,153 

Expenditures 

Proposed 
1fJ76-fl . 

$1,717,79.3 . 
593,Wl 

$2,310,sm 
-426,428 

$1,884,392 

C/Jange from 
. Cunent fear 

Amount· Percent 
$9,435 .6% 
~ 4,0 

$32,2J9 1.4 

$32,239 1.7 

The reimbursement figures represent projected revenues from the mu­
seum's parking lots. 

The addition of one museum-guard position and minor increases in 
several operating-expense categories, partially offset by reduction of mi­
nor capital outlay, account for the proposed $32,239 (1.7 percent) net 
increase in the General Fund support for the budget year. 

Historical Background 

State ownership of the museum is through the Sixth District Agricul­
tural Association, created by the Legislature in 1880. The land (what now 
is Exposition Park) was donated to the state by private parties for the 
purpose of holding agricultural fairs .and horseraces, primarily for the Sixth 
Agricultural District. Facilities were constructed and operated at state 
.expense for this purpose. In the early 1900's, this purpose was expanded 
. fa· include sports and recreational activities and the Coliseum, Swimming 
. Stadium and Sports Arena were constructed during the following decades, 
financed mostly from revenue bonds. The County of Los Angeles also 
located its Museum of Natural History within Exposition Park. 

Gradually, during the 1930--1960 periocl, the district's facilities were 
transformed from agriculture-oriented facilities to general education-ori­
ented facilities with science, industrial, natural resources and art exhibits. 
In 1962, the law was changed to recognize that the Sixth District Agricul­
tural Association should also be known as the California Museum of 

. Science and Industry. Officially, however, the museum and Exposition 
Park remained the Sixth District Agricultural Association, under the ad­
ministration and budgetary control of the Agriculture and Services 
Agency. . 

. Under the J oiritPowers Agreement of 1945' in effecttoday, the Coliseum 
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and Sports Arena are jointly owned (one-third each) and operated by the 
state, County and City of Los Angeles through the Coliseum Commission. 
The commission is composed of three representa~ives each from the state, 
county and city. The state is represented by members of the museum's 
board of directors, the county by three supervisors and the city by one 
councilman and two members of the city's Park aIidHecreation Commis­
sion. Operating costs of the Coliseum and Sports Arena are covered from 
revenues produced by these facilities. The commission pays the state a 
specified annual rental fee for the lease of the land (Exposition Park 
grounds). This fee is currently $50,000 for the Coliseum and $20,000 for the 
Sports Arena. In 2006, these facilities are scheduled to revert to the Sixth 
District Agricultural Association (the museum), unless the option to 
renew the agreement for another 49 years, with specified provisions, is 
exercised. The Swimming Stadium is owned and operated by the City of 
Los Angeles and is not part of the Joint Powers Agreement. Exposition 
Park is owned "in perpetuity" by the state. 

Table 2 displays these ownerships and operating responsibilities by type 
of facility. 

Table 2 
Ownership and Operating Responsibilities 
for Land and Facilit,ies in Exposition Park 

State County 
Land ................................... ,................................................................. x 
Museum of Science and Industry ................................................ x 

~:'~~~.~~~~~.~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: x 

Sports Arena .......................................... , ........................................ , .. 
Swimming Stadium ........................................................................ .. 
Rose Garden .......................................... , ........ , ................................. . 

Museum Should Become Local Entity 

Joint 
City Commission 

x 
x 

x 
x 

We recommend legislation whereby the state would deed the museum 
grounds and its share of the facilities to the County of Los Angeles. 

The educational, civic and recreational services of the museum are used 
primarily by residents' of Los Angeles County and the surrounding coun­
ties. These residents comprise most of the museum's general attendance, 
as shown by recent survey data summarized in Table 3. Because of their 

Table 3 
Composition of the Museum's 

Attendance by Domicile 

Easter Week" Christmas Week" 
Place of Residence 

~~~~~e~~at~;i~·~~~ti;~b·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Northern and central. California counties ............................................................ .. 
Other states and countries ...................................................................................... .. 

, , 

TOTAL ................................................................................................................... . 

1975 1975 
61% 
21 
6 

12 

100% 

71% 
11 
10 
8 

100% 
" These. surveys were conducted for the museum by a private opinion research firm, 
b Includes lmperial, Orange, San Bernardino, Santa Barbara, San Diego, Riverside and Ventura Counties. 



physical proximity, they have the most Jrequertt. aud best opportunity to 
enjoy the educational, civic a,nd recreational benefits offered by the mu­
seum .and the surrounding Exposition Park. . 

Special educational programs of the museum, such as group tours and 
science, workshops for students also benefit primarily the residents of Los 
Angeles County and other southern California counties, as shown in Table 
4.,,: 

Table 4 
Attendance of the Museum's Special 
Educational Programs by Domicile" 

Student Group 
Tours 

Number 'Percent 
Place of Residence of Groups of Total 

Los Angeles County .......................... ,........................... 3,085 77.0% 
Ofuersoufuem CA countiesb 

.................................... 897 22.5 
Noithern and central CA counties .......................... 18 :5 

TOTAL .................................................................... 4,000 100.0% 

Summer Science 
Workshop 

Number of Percent 
Students of Total 

3,446 97.0% 
80 2.5 
16 .5 

3,542 100.0% 
a RepresentS data for calendar-year 1975. 
b Includes Imperial, Orange, San Bernardino, Santa Barbara, San Diego, Riverside and Ventura Counties. 

Although the benefits are primarily local, the operation and mainte­
nance of the museum and Exposition Park are funded by state taxpayers. . 
Local fiscal support of these fa.cilities is lImited to providing the exhibits 
in'th,:~ Hall of Health by the County of Los Angeles and maintaining the 
Rose 'Garden in Exposition Park by the City of Los Angeles. 

We believe the limited statewide benefits provided by the museum do 
not justify the exclusive state financial support of its maintenance' and 
operation. Therefore, we recommend legislation which would transfer the 
title and financial responsibility for all land (Exposition Park) and facilities 
owned by the state (through the museum) to the County of Los Angeles. 

It should be noted that the Governor's Budget includes a proposed $75 
million, three-year program ($25 million in 1976-77) for Urban Parks. If 
ti~le",~o. Exposition Park is deeded to the, county, any reevaluation by the 
cou.nty of the uses of some of the land and I or facilities might be considered 
for, iiiclusion as an Urban Park project . 

. ". ,.-." '; .'~.' 

""0';' 
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Agricultureahd Services Agency 

DEPARTMENT OF CONSUMER AFFAIRS 

Items 114-155 from various 
funds Budget p. 223 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 .................................... , ...................................... . 
Actual 1974-75 ................................................................................. . 

Requested increase $2,091,585 (7.0 percent) 
Total recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 
Item DeSCription Fund 
114 Board of Behavioral Science Examiners Board of Behavioral Science 

Examiners 
115 Board of Chiropractic Examiners State Board of Chiropractic 

Examiners 
116 Board of Dental Examiners State Dentistry 
117 State Board of Guide Dogs for the Blind General 
118 Board of Medical Quality Assurance Contingent Fund of Board of 

Medical Quality Assurance 
119 Acupuncture Advisory Committee Acupuncturist 
120 Hearing Aid Dispensers Hearing Aid Dispensers 
121 Physical Therapy Physical Therapy 
122 Physicians' Assistants Physicians' Assistants 
123 Speech Pathologists and Audiologists Speech Pathology and Audi-

ologyExamining Committee 
124 Board of Examiners of Nursing Home Board of E;xaminers of Nurs-

Administrators ing Home Administrators 
125 Board of Optometry State Optometry 
126 Board of Pharmacy Pharmacy Board Contingent 
127 Board of Registered Nursing Board of R~gistered Nursing 
128 Board of Examiners in Veterinary Medi- Veterinary Examiners Con-

cine tingent 
129 Animal 'Health Technician Examining Animal Health Technician 

Committee Examining Committee 
130 Board of Vocational Nurse Vocational Nurse 

and and 
131 Psychiatric Technician Examiners Psychiatric Technician Ex-

aminers 
132 Board of Accountancy Accountancy 
133 Cemetery Board Cemetery 
134 Bureau of Collection Collection Agency 

and 
135 I~vestigative Services Private Investigator and Ad-

justers 
136; Tax Preparers' Program Tax Preparers 
131 Board· of Architectural Examiners Architectural Examiners 
faa Contractors' State License Board Contractors' License 
'lag, Board of Registration for GeolOgists and Geology and Geophysics 

Geophysicists 

$31,657,031 
29,565,446 
21,663,008 

None 

Amount 
$219,790 

203,448 

1,053,970 
13,140 

. 5,622,299 

65,000 
97,303 
1~,568 
115,000 
120,782 

195,252 

318,136 
962,825 

1,690,635 
269,805 

34,832 

982,937 

191,094 

890,378 
150,145 
328,980 

600,275 

241,780 
346,252 

6,196,928 
107,744 



AGRI~ULTURE AND SERYICE;S 1,215 

140 
141 

142 
143 
144 

]45 
146 
147 
148 
149 

150 
151 
152 
153, 

Board of Landscape Architects 
Board of Registration for Professional 
Engineers 
Structural Pest Control Board 
State Athletic Commission 
Bureau of Automotive Repair 
Board of Barber Examiners 
Board of Cosmetology 
Bureau of Employment Agericies 
Board of Fabric Care 
Board of Funeral Directors and Em· 
balmers 
Bureau of Home Furnishings 
Nurses' Registry , 
Bureau of Repair Services 
Certified Shorthand Reporters' Board 

154 Division of Consumer Services 
155 ' ,', 'Departmental Administration 

Landscape Architects 
Professional Engineers 

Structural Pest Control 
General 
Automotive Repair 
Barber Examiners 
Cosmetology Contingent 
Employment Agencies 
Fabric Care 
Funeral Directors and Em· 
balmers 
Bureau of Home Furnishings 
Nurses' Registry 
Repair Services 
Certified Shorthand Report· 
ers 
General 
Consumer Affairs a 

68,229 
1,216,482 

1,157,313 
353,135 

2,696,165 
555,866 

1,508,437 
577,430 
563,177 
250,919 

777,743 
22,214 

636,988 
78,635 

50,000 
(8,599,521) 

$31,657,031 
a Revolving fund established to pay administrative costs. Revenues derived from pro rata charges to 

boards and bureaus. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. ,Board of Landscape Architecture. Recommend legislation 
to merge board into Board of Architectural Examiners. 

2. Bureau of Automotive Repair. Recommend legislation to 
transfer vehicle emission inspection program (Chapter 
1154, Statutes of 1973) to Air Resources Board. 

3. License Renewal. Recommend legislation to implement 
staggered license renewal. 

4. ,Division of Consumer Services. Recommend legislation to 
fund division from General Fund rather than from charges 
prorated to special funds of departmental boards. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

221 

221 

222 

222 

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 
fraudulent business practices. 

Subject to such authority as is' conferred upon the director by specific 
statute, each of the present 32 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 
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proceedings. 

"Items dl/h,155 
,,:' .', ," ,~ •• < .'.' <-

The Division of Consumer Se;rvices was established by Chapter 1399, 
Statutes of 1970. The division IS responsible for the department's statewide 
consumer protection activities whiCh include research· and advertising 
compliance, representatlonand intervention, consumer education and 
information, and corisumer protection legislation. 

The department's Division of IQvestigation provides investigative and 
inspection services for most constituent agencies. However, a few boards 
and bureaus have their own inspectors and investigators. Boards and bu­
reaus are charg~d $17.47 per hour for inspections and $20.37 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 Affairs. 



Exhibit 1 
Organization of the Department of Consumer Affairs 
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ANALYSIS AND RECOMMENDATIONS 

Items 114-155 

The net budget request for the department is $31,657,031 which is 
$2,091,585 or 7 percent above estimated net expenditures for the current 
year. Reimbursements of $8,994,800 to the Automotive Repair Fund from 
the Air Resources Board and undistributed administrative costs estimated" 
at $1,366,911 will produce a total expenditure program of $42,018,742. The 
department's administrative costs are estimated at $8,649,521 in the 
budget year. Of this amount, $7,232,610 will be distributed on a pro rata 
basis to the boards and bureaus in the department. $1,366,911 of adminis­
trative 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. The remaining $50,000 of administrative costs is 
for support of the Division of Consumer Services and is funded from the 
General Fund (Item 154). 

Most of the increases requested by the department result from the 
effects of inflation on operating costs, increased Attorney General costs 
and a new emphasis on broad-based consumer protection programs. 

The budget requests of various boards and bureaus reflect the enact­
ment of recent legislation. 

Board of Medical Quality Assurance (Item 118) 

Chapter 1 of the Second Extraordinary Session (Chapter lxx), Statutes 
of 1975, renames the Board of Medical Exam41ers the Board of Medical 
Quality Assurance and increases the board from 11 to 19 members. The 
board is divided into three divisions. The Division of Medical Quality will 
review the quality of medicine practiced by physicians and surgeons, hear 
cases referred by medical quality review committees, and carry out disci­
plinary actions against licensees as recommended by the committees. The 
Division of Licensing will approve undergraduate and graduate medical 
education programs, develop and administer the physician and surgeon 
examination, approve clinical clerkships and special programs, issue li­
censes and reciprocity certificates, suspend, revoke or limit licenses and 
certificates and administer continuing education programs for certificate 
holders. The Division of Allied Health Professions will supervise the activi­
ties of the examining committees (physician assistants, hearing aid dis­
pensers, physical therapy, speech pathology and audiology) under the 
jurisdiction of the board, discipline nonphysician certificate holders, act as 
a liaison with other healing arts boards and certify individuals in technical 
health occupations. 

Chapter lxx deletes the five district review committees of the existing 
Board of Medical Examiners and creates 14 medical quality review com­
mittees under the jurisdiction of the Division of Medical Quality. Each 
committee will hear complaints from the public involving licensees, initi­
ate investigations of licensees, continually review the quality of medicine, 
perform necessary remedial functions, and seek injunctions and restrain-
ing orders. , 

Chapter lxx also establishes the Bureau of Medical Statistics under the 
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board to compile statistical data. Insuters are required to furnish the 
bureau with the names of all health. care providers whose malpractice 
insurance has been terminated. . .. 'i 

. tn: order to implement Chapter lxx, 34 n~w positions were administra­
tively added in the current year as follows: 4 medical consultants and 7 
consumer services representatives for the 14 medical quality review com­
mittees, ~ program manager and 1 deputy chief for the Division of Medical 
Quality, 1 program manager each for the Divisions of Licensing and Alli~d 
Health Professions, 1 administrative services coordinator, 1 associate re~ 
search analyst, 1 assistant statistician, 1 statistical clerk and 1 stenographer 
fot the Bureau of Medical Statistics, and 1 secretary, 7 stenographers and 
6 clerk-typists II for clerical support. The board's request for the budget 
year proposes the continuation of the above positions plus the addition of 
fotJr clerical positions. Chapter 1xx requires the Division of Medical Qual-

. ity to develop a continuing education program for physicians and surgeons 
by July 1, 1977. The four positions will absorb the increased clerical work­
load generated by this program. 

Acupuncture Advisory Committee (Item 119) 

Chapter 267, Statutes oH975, created the seven-member Acupuncture 
Advisory Committee under the jurisdiction of the Board of Medical Qual­
ity Assurance to assist the board with the certification of acupuncturists. 
Applicants must satisfy certain requirements regarding age, moral charac­
ter and educational experience and successfully pass an examination ad­
ministered by the board. Clerical pOSitions (Llman-years) Were 
established administratively in the current year to process correspond­
erice from the public. The budget proposes an additional 0.3 man-year of 
clerical help forthis purpose. The program is not fullyoperational because 
the Governor has not yet appointed the advisory committee. 

Physicians' Assistants Examining Committee (Item 122) 

··IChapter634, Statutes of 1975, created the Physicians' Assistants Examin­
ing Committee under the jurisdiction of. the Board of Medical Quality 
Assurance to examine and approve physicians' assistants education pro­
grams, recommend the scope of practice for physicians' assistants, develop 
guidelines for approving physicians' applications to supervise assistants 
apd certify assistants to practice bY,means of a written examination. In 
order to implement Chapter 634, two positions (0.8 consultant, one clerk­
tYpist II, 0.2 temporary help) were established administratively in the 
current year. The committee requests that these positions be continued 
andO.2 man'year of temporary help be added in the budget year to absorb 
increased clerical activity. 

~ur!:lau of Employment Agencies (Item 147) 

~hapter 1236, Statutes of 1975, requires musician booking agencies to be 
licensed by the Bureau of Employment Agencies. Agencies are required 
to· deposit a $1,000 surety bond with the bureau, submit forms for approval 
which will ,be used as written contracts with artists, file a schedule of fees 
with the bureau and keep detailed records. In order to implement Chap­
ter,1236, two clerical positions and 0.5 man-year of temporary help were 
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administratively established in the current year to absorb increased cleri­
cal activity. The bureau requests that these positions be continued in the 
budget year. 

Bureau of Home Furnishings (Item 150) 

Chapter 1183, Statutes of 1972, requires upholstered furniture manufac­
tured or sold in California after April 1, 1975 to be made from fire-retarci­
ant material. In order to enforce the provisions of Chapter 1183, three 
positions ( one textile chemist I, one textile technician I and one clerk­
typist II) were administratively established in the current year. The bu­
reau requests continuation of these positions in the budget year. 

Workload Increases 

The budget requests of various boards reflect an increased workload. 
For example, the Board of Accountancy (Item 132) requests the addition 
of two general auditor III positions to conduct complex audits associated 
with public complaints and one clerk-typist II to prepare audit reports. 
The Tax Preparers' Program (Item 136) requests the continuation of one 
clerical position in the budget year which was administratively established 
in the current year to assist with the workload generated by increased tax 
preparer registrations. The Board of Registration for Professional Engi­
neers (Item 141) requests that five clerical positions which were estab­
lished administratively in the current year to register nine new classes of 
engineers be continued in the budget year. 

Division of Investigation (Item 155) 

The division's budget requests the continuation of 19 positions (3 super­
vising special investigators, 13 special investigators, 3 clerk-typists) that 
were administratively established in the current year to implement Chap­
ter lxx, Statutes of 1975. The positions will be used solely to investigate 
complaints initiated by the 14 medical quality review committees of the 
Board of Medical Quality Assurance. 

Division of Consumer Services 

The Legislature augmented the division's 1975-76 budget by $475,000 
from the General Fund to enable the division to employ sufficient staff to 
implement the consumer protection provisions of the Consumer Affairs 
Act. The Governor vetoed the augmentation. However, a deficiency au­
thorization of $475,000 was approved during August 1975, by the Depart­
ment of Finance from the department's Consumer Affairs Fund. 

The division is utilizing the deficiency authorization to employ 19 addi­
tional staff members to establish (1) ajoint research and advertising com­
pliance program staffed by one program manager, two staff research 
analysts, three junior staff analysts, one clerk-typist II and 0.5 man-year of 
temporary help; (2) a representation and intervention program to repre­
sent consumers before state and federal agencies and courts. The program 
will be staffed by four staff counsels, one legal stenographer, one staff 
services analyst and 0.5 man-year of temporary help; and (3) a joint con­
sumer education and information program to improve the content of 
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educational materials disseminated,tb 'tIre public. The program will be 
staffed by one associate analyst and one staff services analyst, and (4) a 
legi~lative ,program to propose nElw.consumer protection legislation and 
analyze existing consumer legislation. The program will be staffed by one 
legislative coordinator, one junior staff analyst and one clerk-typist. 

Authority to fill· the 19 positions was granted by the Department of 
Finance during October 1975 and most of the positions are now filled. The 
division is requesting that 16 of the 19 positions be continued in the budget 
year.· Funding will be primarily from the Consumer Affairs Fund. 
However, Item 154 appropriates $50,000 from the General Fund for sup-

. p"ort of the division. 

Projected Fund Deficits 

The Board of Dental Examiners, Board of Optometry, Board of Voca­
tional Nurse and Psychiatric Technician Examiners (Licensed Vocational 
NiirseProgram), Bureau of Collection and Investigative Services (Collec­
tion Agency Fund), and Bureau of Employment Agencies are projecting 
deficits in their support funds at the end of the budget year. The fees of 
each agency are at their starutory maximum. We are advised that each 
agency intends to have a fee bill intr,oduced to revise its fee schedule. 

POLICY RECOMMENDATIONS 

,We believe that the following will improve the efficiency and effective­
neSS of the department. 

1. We recommend legislation to.merge tbe Board of Landscape Ar­
chitects into the Board of Architectural Examiners. 

Currently, the Board of Architectural Examiners licenses 8,100 ar­
chitects and registers 1,000 building designers while the Board of Land­
scape Architects licenses 900 landscape architects. In our opinion, a 
separate licensing board should not exist to regulate one particular area 
ofai'chitectural design. Furthermore, consolidation of the two boards 
would reduce clerical costs and per diem and travel expenses. 

2. We recommend legislation to transfer the vehicle emission inspec­
tion program (Chapter 1154, Statutes of1973) from the Bureau of Automo-
tive Repair to the Air Resources Board . 
. 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 practices. Accord­
ingly,. the bureau licenses and regulates automotive repair dealers and 
officiaUamp, brake, and smog stations. . 

Chapter 1154, Statutes of 1973, required the BAR to implement a pilot 
program. of periodic, mandatory vehicle emission inspection for all light 
cli.Ity vehicles registered in Los Angeles, Orange, Riverside, San Bernar­
dino, Santa Barbara, and Ventura Counties. Implementation of the pro­
gram commenced in November 1975 withthe activation of four inspection 
hln,es in Riverside County ·for testing equipment and procedures. The 
secon,d' phase of the program will begin in late 1976 and will include 25 
inspection stations and 519 additional positions. Funds for the program are 
proyid~d by the Air Resources Board (Item 222) through an interagency 
agreement and are to be repaid. from the Automotive Repair Fund as 
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revenues accrue from the sale of inspection stiCkers. 

Items 114-155 

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 
evaluation of this program, we have determined that the statutory respon­
sibility for implementing the vehicle emission inspection program should 
be transferred to the Air Resources Board because the program properly 
falls within the mission of the board. Transfer of the program would also 
improve administrative procedures through the elimination of the intera­
gency agreement and the termination of the budgetary practice of placing 
the funds for the program in the Air Resources Board budget and the staff 
positions in the BAR budget. 

3. We recommend legislation to require staggered renewalof licenses 
everyone or two years during the month of the licensee's birthday. 

Currently only the Board of Vocational Nurse and Psychiatric T~GhIli­
cian Examiners renews licenses on a staggered basis. The other licensing 
agencies in the department renew all licenses on the same date everyone 
or two years. In our judgment, renewing licenses during the month of a 
licensee's birthday would spread the workload over an entire fiscal year 
and eliminate the need to hire temporary help for license renewal periods. 

4. We recommend legislation to fund the Division of Consumer Serv­
ices from the General Fund rather than· from charges prorated to the 
special funds which support the departmental boards and bureaus. 

We have consistently recommended in the Analysis and in budget hear­
ings that the division be supported from the General Fund because it 
performs broad consumer protection functions for the public on a state­
wide basis. In our judgment, it is poor budgetary practice to fund such 
activities from license fees collected from 32 professional and occupational 
groups. Mter reviewing various provisions of the Business and Professions 
Code regarding the special funds in the department, we requested an 
opinion from the Legislative Counsel on the legality of funding the divi­
sion's activities from the special funds. It is the counsel's opinion that a pro 
rata charge can be assessed against the special funds for the division's 
administrative servIces which are performed to assist the boards iri the 
performance of specified duties. 

However, most.of the activities of the Division of Consumer Services are 
related to statewide consumer protection activities. Therefore, funding 
from the General Fund would be a more appropriate budgeting proce­
dure. This method of funding would also eliminate the need to withdraw 
funds from the Consumer Affairs Fund to help support the division. As 
previously stated, the Consumer Affairs Fund is a revolving fund estab­
lished to facilitate the paying of licensing agencies' a4ministrativeex­
penses. Monies from this fund are also used to maintain the Consumer 
Affairs building and pay the expenses (as a loan) of boards that experience 
a budget deficit. The Division of Consumer Services' deficiency authoriza­
tion of $475,000 for the current year for 19 positions arid continued funding 
of 16 positions for the budget year will reduce the surplus in the fund to 
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$1,063,534 on June 30,1977. In our judgment, this level of surplus is too low 
to meet unexpected contingencies involving administrative expenses and 
building maintenance. 

Legislative Requests 

The department was specifically requested by the Supplementary Re~ 
port of the Committee on Conference (BudgetBill of 1975) to take specif­
ic action and submit reports on several subjects to the legislative fiscal 
committees. The results of these requests are summarized below. 

1. Con tractor.,,' State License Board (Warning Letter). The supplemen­
tary report recommended that the board develop and utilize a warning 
letter system for licensee violations. . 

We are informed that the board has developed and implem~nted such 
a system. The letter is sent to a licensee upon settlement of a complaint 
against the licensee. to inform him that the board maintains a record of 
complaints and future comp~aints involving violation of the Contractors' 
License Law could result in license suspension or revocation. 

2. Bureau of Automotive Repair (Workload Standards). The supple­
mentary report recommended that the bureau report to the fiscal com­
mittees of the Legislature on workload standards developed for its 
consumer services representatives and field representatives by December 
1, 1975. The bureau submitted a report to the fiscal committees and the 
Joint Legislative Budget Committee during December 1975. The manage­
ment analyst staff of the Department of Consumer Affairs conducted a 
six-we~k study of the complaint handling procedures performed by the 
bureau's consumer services representatives. The study concluded that 0.7 
complaints closed per representative per hour of complaint mediation is 
a realistic workload standard. During the first three years of the bureau's 
operation representatives devoted one-half of their time to receiving com­
plaints on the toll-free telephone lines and the other one-half to mediating 
complaints. The management analyst staff found during the course of 
developing a workload standard that clerical positions could be used to 
screen incoming calls, thus allowing the representatives to devote more 
time to mediation. Based on the workload standard developed from the 
study; the bureau's 15 consumer services representatives will be able to 
close 13,000 complaints in the budget year. 

The management analyst staff is currently working on developing work­
load standards for the bureau's field represent::).tives. The results of this 
study will be submitted to the Legislature by April 1, 1976. 

3; Bpreau of Automotive Repair (Toll-Free Telephone Lines). The sup­
plementary report recommended that the Audits Division in the Depart­
ment of Finance audit the use of the toll-free lines in the Bureau of 
Automotive Repair to determine their cost-effectiveness. 

The audit of the bureau's toll-free telephone lines has been completed 
by the Audits Division in the Department of Finance. The report on the 
results of this audit will be produced shortly and forwarded to the Legisla-
turefor review, according to the division. ' 

4. Pilot Program for Centralized Complaint Handling. Thesupplemen­
tary report recommended that the department submit a report to the 

-----~.- - - -~-.-
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fiscal committees of the Legislature by November 1, 1975 regarding the 
feasibility of establishing a pilot program for centralized complaint haJl~ 
dling. The report was submitted to the fiscal committees and the Joint 
Legislative Budget Committee during November 1975. In it the depart~ 
ment states that a centralized complaint handling unit involving licensing 
boards would require legislative changes to authorize the boards to dele" 
gate their responsibility for reviewing complaints and determining disci­
plinary action -to the unit. The report. estimates that a pilot project 
involving six boards would cost approximately $71,534 for one administra­
tive assistant, three consumer services representatives; one clerk-typist 
and operating expenses and equipment. 

The report establishes the feasibility of conducting a pilot program for 
centralized complaint handling. However, in view of the estimated cost 
and need for extensive revision of sections of the Business and Professions 
Code we believe that such a project would not be cost-effective.-

OFFICE OF THE STATE FIRE MARSHAL 

Item 156 from the General 
Fund Budget p. 284 

Requested 1976-77 .......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 .................................................. , .............................. . 

$2,397,423 
2,345,070 
2,039,956 

Requested increased $52,353 (2.2 percent) 
Total recommended reduction .................... , .............................. . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Department of Health Reimbursement Contract. Recom­
mend the State Fire Marshal report on the contract status 
during budget hearings. 

2. Fire Protection Standards. Recommend a report to consoli­
date all responsibility for fire protection standards and regu­
lations under his authority. 

GENERAL PROGRAM STATEMENT 

Pending 

Analysis 
page 

226 

226 

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; 
(1) enforcement, (2) analysis and development and (3) administration. 

I 
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These elements are described below. 

Enforcement 

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 construc­
tion plans and (2) onsite inspection. 

Analysis and Development 

This element contains four components: (1) approval and listing serv­
ices, (2) consumer protection, (3) public information, and (4) training 
and fire statistics. 

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. ' 

ANALYSIS AND RECOMMENDATIONS 

. The budget request is for $2,397,423, an increase of $52,353 (2.2 percent) 
over estimated expenditures in the current year. However, the actual total 
cost of the office has declined by $252,644. This difference, as shown in 
Table 1, is the result of .a $304,977 decrease in reimbursements. 

Table 1 
Summary of Program Requirements 

Percent 
1975-76 1976-77 change 

Program I-Public Fire Safety 
a. Enforcement .......................................................... $2,794,338 $2,486,310 -11.0% 
b. Analysis and Development ................................ 660,697 716,101 8.3 

Program II-Administration 
a. Administration (distributed to Program I).. ($323,838) ($303,201) -6.4 

Totals, Programs ................................................. $3,455,035 $3,202,411 -7.3% 
Reimbursements .................................................... 1,109,965 804,988 -27.5 

Net Totals (Budget Request) ........................ $2,345,070 $2,397,423 2.2 
Personnel man-years ............................................ 132.5 115 -17.5% 

Programs funded by reimbursements are listed in Table 2 which shows 
reductions in three programs. The first is the phase-out of inspections 
performed by the State Fire Marshal under contract with the Department 
of Industrial Relations. Previously, the Fire Marshal provided facility in­
spection and code enforcement related to the California Occupational 
Safety and fIealth Act (Cal-OSHA). This contract has been terminated 
and represents a reduction of $88,940 and four positions. . 

The second reduction is in the contract with the Department of Health. 
Under this contract, the State Fire Marshal provides inspection and en­
forcement of fire and life safety codes associated with health care facilities. 
This contract has been reduced from $683,400 and 27.5 positions to 
$618,400 and 25 positions. 
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The third reduction is in the contract with the Office of the State 
Architect. This contract is for schoolhouse plan checking. During this pa.st 
year there has been one additional temporary position which is not to b~i 
carried forward. This amounts to a reduction of $25,785. . 

Although not reported in the budget, reimbursements and correspond­
ing expenditures for 1975-76 have been Qverstated by $134,252 based upon 
curren~ information. This reduced level is shown in the 1976-77 budget. 

Table 2 
Contract Reimbursements to the State Fire Marshal 

Estimated Projected 
Man·years Man·years 

1975-76 1976-77 
Office of the State Architect (OSA) ................ 4 3 
Industrial Relations .............. ;................................. 4· 0 
Department of Health.......................................... 27.5 25 
Fire extinguisher licensing ................................. . 
Building materials and construction .............. .. 
Potential unrealized reimbursements ............ .. 

Total...................................................................... 35.5 28 

Estimated 
1975-76 

reimbursed 
cost 

$114,373 
88,940 

683,400" 
53,000 
36,000 

134,252 

$1,109,965 

Projected 
197647 

reimbursed· 
cost 

$88,588 

618,400 .. 
53,000 
45,000 

$804,988 
a Subject to negotiation with the Department of Health and Department of Health, Education,ahd 

Welfare. . 

Reimbursement Contract With Department of Health 

We recommend that the State Fire Marshal report to the fiscal commit­
tees during budget hearings on the status of the reimbursement contract 
with the Department of Health for budget years 1975-76 and 1976-77. 

We footnoted in Table 1 the fact that 1975-76 contract reimbursements 
with Health are subject to negotiation. Currently, the State Fire Marshal 
is providing 27.5 man-years directly related to this contract. Howevef,the 
Department of Health has indicated that funding at the level of 25 man­
years is all that is available. 

The two offices currently are negotiating this difference. Should Health 
not reimburse the Fire Marshal, our concern is (1) the Fire Marshal' will 
have to fund this difference from the General Fund, which we believe is 
inappropriate, or (2) current resources within the budget are $65,000 in 
excess of the office's needs and should be reduced accordingly. Therefore, 
we recommend the State Fire Marshal report the status of the negotiations 
or their outcome during budget hearings. 

Fire Protection Standards and Regulations 

We recommend that the Fire Marshal develop a plan for consolidating 
all responsibility for fire standards and regulations under his authority. 
This report should be submitted to the Joint Legislative Budget Commit­
tee by November 1, 1976. 

The State Fire Marshal currently develops and enforces many of the 
state's standards and regulations. In addition, the Fire Marshal collects and 
interprets all fire data for the state which is published in July. 

However, there are many areas where the State Fire Marshal has no 
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jurisdiction because statutes gIve specific authority for development of 
some standards and regulations to other departments. For example, Hous­
ing-is an area where the State Fire Marshal does not establish standards 
and for which fatalities are high. Table 3 lists the casualties for single family 
residences, duplexes, apartments and mobile homes. 

Table 3 
Fire Casualty SummarY-1974 

Firemen 
Classification injured 

1 and 2 Family ho~es ................ ;....................... 590 
Apartments ............................................................ 177 
Mobile homes........................................................ 17 
Total (all incidents) ............................................ 2,008 

Firemen 
deaths 

3 
5 
o 

13 
Source: ,California Fire Incident Reporting System, July 1975. 

Civih'an 
injured 

1,099 
550 
44 

2,793 

Civilian 
deaths 

133 
69 
19 

335 

Number 
offires 

30,000 
14,000 
1,100 

216,000 

By dividing the number of deaths by the number of' fires for each 
category we can compare the rates of deaths per incident. For example, 
mobile homes deaths per each incident are more than ten times higher 
thaIifor all other fires and more than three times higher than for fires in 
any other type dwelling unit. Residences in general have a death per 
incidence rate three times that of all other fires. 
Oth~r areas of jurisdiction not under the auspices of the State Fire 

Marshal include plastic foam construction systems, factory built housing, 
home furnishings, along with.others. -

We believe that by consolidating activities related to theFire Marshal's 
function there will be many benefits. 

First, the Fire Marshal collects all fire data and can easily determine the 
hazardous areas for which standards and regulations should be developed 
or applied. Additionally, the consolidation of expertise is beneficial for 
coordination in the development of standards .and regulations thereby 
reducing department duplication of services. : 

Secondly, to have one fire authority is beneficial. The public would have 
one focal point for all state concerns related to fire standards and regula­
tions, thus., improving the, effectiveness of state government. 

Section 13100.1 of the California Government Code states that the pri­
mary function of the State Fire Marshal's office, "shall be to foster, pro­
mote and develop ways and means of protecting life and property against . 
fire and panic." 
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FRANCHISE TAX BOARD 

Items 157, 157.1 and 158 from 
the General Fund Budget p. 287 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................. . 

$52,230,110 
50,466,977 
40,984,619 

Requested increase $1,763,133 (3.5 percent) 
Total recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 
Item Description 
157 General Support of Franchise Tax 

Board 
157.1 Political Reform Act 
158 Legislative Mandate for Reimburs­

ing Local Costs 

Fund 
General 

General 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Personal Income Tax Returns Processing. Reduce Item 157 
by $82,400. Recommend reduction of 10.5 man-years of tem­
porary help based on lower estimates of workload. 

2. Political Reform Audit Program. Withhold recommenda­
tion on board's request for 137.8 man-years and $2,880,805 
for this program pending receipt of further data on lobbyist 
auditing activities. 

3. Political Reform Auuit Workload. Recommend board pro­
vide field audit workload data to the fiscal committees and 
the Joint Legislative Budget Committee by April 1, 1976. 

4. Senior Citizens' Property Tax Assistance. Reduce Item 157 
by $16,450. Recommend reduction of 2.0 man-years for this 
program, based on lower estimate of workload. 

5. Wage Incentive Study. Recommend the Department of Fi­
nance cOhduct a study to determine the feasibility of a wage 
incentive experiment at the Franchise Tax Board. 

GENERAL PROGRAM STATEMENT 

$98,850 

Amount 
$49,304;105 

2,880,805 
45,200 

$52,230,110 

Analysis 
page 

229 

234 

236 

237 

237 

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. The major program expenditures are displayed in Table 1. 
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. . Table:.1B"·" 
Expenditures by Program Area 

for 1975-76 and 1976-77. 

197~76 ' 1976-77 Percent 
. Current, Yem:. Budget Year Change· 

Estimate Request . Man-Years DoUars 
};Personal ineome TaxProgram (PIT) .. 

:rr.'Bailkand Corporation Tax Program " 
$34,854,705 $35,600,231 '0.5% 2:1 % 
11,754,097 12,06t;926 . 1.3 ,: 1.6 

. III;'Politieal Reform Audit Program ...... ;". 2,136,903 2,$80,805 17.1 34.8 
IV. Senior Citizens' Property. Tax Assist-

anee ... " ............................. , ...... " ......... " 
.. V. Administration and Other .. , . ..,. ......... ;", .. 

Totals " ..................... " .......... " ............. " .. " 

1,871,229 
, 760~043 

$51,376,!!17 • 
• Includes $910,000 of reimbursable contract work, 

1,897,285 
797,609 

$53,237,856 b 

0.0 
0.0 
1.4% 

1.4 
4.9 
3.6% 

b Includes, $1,000,000 of reimbursable contract work, and fT,746 carryover from current year's appropria­
, tion. 

,The major activities performed within the five major programs are as 
foHgws. 

1. The Personal Income Tax Program. Major activities include process­
ing over 8 million returns filed annually, contracting with the Employ­
ment Development' Department and the' Department, of Benefit 
Payments to collect taxes withheld by employers (employer withholding) , 
auditing returns, and· administering refunds and collections. 

2.:< Bank and Corporation Tax ProgTEun. Major activities are similar to 
the Personal Income Tax Program but on a smaller scale, The program 
annually sets the bank tax rate, administers an income tax on corporations 
doing business in California, and on. corporations ha.ving incomes from 
California sources but not doing business in this state. 

3. Poh"tical Reform Audit Program. The Political Reform Act of 1974 
(Proposition 9) requires the board to conduct audits of campaign candi-
date~ and committees and lobbyists., . 

4. Senior Citizens' Property Tax AssistanceProgram. This program pro­
,vides property tax relief through an income based property tax reimburse­
ment formula to homeowners over age 62. 

5. Administration and Othe:r: Programs~ The board also provides Elec­
tronic Data Processing services for other state agencies through interagen­
cy contracts. and makes reimbursements, for certai~mandated local costs. 

ANALYSIS AND RECOMMENDATIONS 

I. PERSONAL INCOME TAX PROGRAM 

PIT Return Workload Overestimated 

. 'J,Ve r~commendareduction of laO: inin-years df t(}mporarY Help iIJ the 
Personal Income Tax Program for a saVings of $82,400, based on our esti­
mates of workload. 

The Franchise Tax Board has estimated that 8.45 million PIT returns will 
be filed in the current year and 8.7 million in the budget year. These 
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'estimates are based on prior years' employment and population data.· In 
recent years there have been signifidl.nt changes in the California sta.te 
income tax laws affecting the relationship of the number of returns filed 
for a calendar year to the average level of employment during that year. 
Employee withholding, effective in 1972, and the refundable renters' 
credit effective for 1973, both increased the number ofreturns relative to 
the level of employment. Thus, we believe the ratio of the actual number 
of returns to employment in 1973 and 1974 is the only historical data valid 
for use in future projections. Our projections, based essentially on these 
two years, are shown in Table 2 in comparison to the Franchise Tax Board 
projections. 

Table 2 
Projections of PIT Returns 

PITReturns 

Income 
Employment' 

Change 
From 1974 Year Number 

1974................................................ 8,526 
1975 (est.) .................................... 8,505 
1976 (est.) .................................... 8,750 

-21 
+224 

PTB Estimate 
Change 

From 1974 Number 
8/207 
8,450 
8,700 

+243 
+493 

a Estimates by Department of Finance, Governors Budget p. A-62. 

Legislative· 
Analyst. 

Estimate 

Number 
8,207 
8)80 
8,460 

Change· 
From 1974 

-27 
+253 

Because of the limited data available from which to make projections, 
we conferred with the Internal Revenue Service as to the expected 
growth in federal returns relative to current and expected changes in 
employment levels. Wewere advised that the number ofreturns estimat­
ed to be filed in 1976 (for the 1975 year), excluding an adjustment for the 
refundable earned income credit, is expected to drop in proportion to the 
national level of employment. This estimate is consistent with historical 
patterns over a 25-year period, during which an absolute decline in returns, 
occurred in each of the three years in which the level of' employment 
dropped. 

On the basis of the lower estimate of returns for the 1976 income year.,. 
we b.elievethat the budget should be reduced by 10.5 man-years of tempo., 
rary help, and $82,400 for salaries, benefits and operating expenses. This 
reduction is based on only those man-years identified in the board's 
budget proposal as directly variable with the return processing workload, 
and does not include audit, filing enforcement, collections or allocat~d 
admip.istrative man-years. Also excluded from the proposed adjustment 
are such relative fixed staffing as supervision and training. 



Itemsi 157-'-158. AGRIGULl,'URE A~D~ERVICES / 231 

Employer Withholding 

The Governor's 1976-77 Budget includes an additional $117,350 for the 
board's contracts with the Department of Benefit Payments and the Em­
ployment Development Department for .the administration of employer 
withholding. 

In our 197~76 Analysis we reported three majQr problems with the 
employer withholding program: (1) insufficient workload detail resulting 
in conflicting revenue estimates, (2) a questionable cost allocation system 
which is not based on actual administrative costs incurred and (3) poten­
tially conflicting audit priorities preventing audit revenue maximization. 

On the basis of these findings we recommended that the Department 
of Finance evaluate the income tax collection and audit activities of the 
Department of Benefit Payments and report to the Legislature. This 
evaluation is currently in progress and is expected to be completed by 
April, 1976, 

AuditIng and Collections Activities Expanded 

An increase of 3.6 positions and $60,857 requested in the Governor's 
1976-77 Budget stems from recommendations made in a report released 
by the Auditor General in January 1975. As a result of that report, a total 
of 151.5 man years and $1,791,221 were added to the 1975-76 budget last 
June. 

The Auditor General's report identified several problem areas in the 
auditing and collections operations of the Franchise Tax Board. 

1. . Suboptimal Utilization of Alternative Income Information Sources. 
The Franchise Tax Board has access to four major sources of information 
on individuals' incomes: (1) tax returns filed by the individual, (2) com­
puter tapes provided by large businesses and banks, the Employment 
Development Department and the Internal Revenue Service, (3) individ­
ual'information returns filed by smaller businesses, and (4) partnership 
information returns. By comparing these alternative sources of informa­
tion, the board can discover instances where an individual failed to report 
taxable income, 01' failed to file a return. 

The Auditor General reported that neither the individual information 
returns nor the partnership information returns were being used by the 
board to identify taxpayers who failed to file or who underreported their 
income. The Auditor General also reported that information on the com­
putet tapes was not being fully utilized to reconcile discrepancies in the 
income reported by taxpayers who filed returns. The Auditor General's 
report estimated .$34.1 million in additional revenue could be gained at a 
cost of $3.1 million by improving the utilization of these income informa-
tion sources. . 

The Franchise Tax Board felt the additional revenue estimates made by 
the Auditor General were too high, primarily because the computer tapes 
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from the Employment beveloptnerit DIvision were'of iriferior'-quality, 
and because niuch of the data on the Informational returns was duplicated' 
on the computer tapes received from the Internal Revenue Servi(!e. The 
board is presently processing data from the partnership. informatiori're~ 
turns and the individual information returns. A final report 011 the usefill: 
ness of these tWo income information sources will be completed bVllie" 
board in June 1976.' ", " ; .. 

2. Suboptimal Audit Manpower. The board conducts two typespflilldits 
on personal income tax returns, ,field audits and desk audits: • ; .. 

The Auditor General's report noted an increase in returns having field 
audit potential and a simultaneous, decrease in field audits performed by 
the board from 1971 to 1974. The report recommended an increase in field 
audit activity. . . 

The board disagreed with the Auditor General's recommendation, and 
indicated that the decline in field audits performed by the board was more 
than offset by an increase in Internal Revenue Service field aqruts,Pet­
formed in California. The board also contended the Auditor Gerieiar~s 
measure of field audit potential was inaccurate and that additionalfi~ld­
audits would yield unacceptably low dollar tax change per dollar cost)~'Q 
additional manpower for this activity was requested by the board. 

The Franchise Tax Board also performs desk audits on returns selected 
by a computerized screening process. The~e audits are performed by:' 
clerical and audit personnel. Beginning in January 1976, the audit program 
will have access to account abatement data which may be used to. refine. ',.' 
this screening process. The Auditor General and the board agreed ,that 
expanded desk audit coverage in1this area is desirable, but disagreed;-on 
the level of expansion. The board felt there was less audit potential'and'" 
need for fewer additional audit positions than the Auditor General recoH)." 
mended. The board requested and received 50.6 additional man~years,. 
including 24.6 auditing man-years, to expand desk audit coverage . .The, 
expansion will enable the board to audit 1.5 million returns annuallyse" 
lected by the computerized screening process mentioned above,.andby 
other screening procedures. . _,;c," 

3. Untimely CoUections of Delinquent Accounts. The Auditor General's 
report estimated a one-time tax revenue loss to the state of $5L6million, 
because of a backlog in delinquent accounts. Prior to the time the Auditor.', 
General's report was issued, the board had undertaken an internal review 
of the entire collections program. The Auditor Generalandtheiboard 
agreed that more collections manpower was desirable but disagreed 00 
the amount. The boai'd requested and received a total of 65 man.,years, 
including 35 additional tax representative man-years to step-up colleCtions 
of the backlogged accounts. The board is also in the process of redesigning 
its computerized collections procedures and management' information 
system. 
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4. Taxpayer Assistance Functions Were Being Performed by Auditors 
and Tax RepresentahVes Instead of Taxpayer Service Personnel The in­
creasing demand by taxpayers for assistance at district offices, and the 
board's policy to provide assistance whenever it is requested, resulted in 
the diversion of auditors and tax collectors to taxpayer services activities. 
Theboard requested and received 29.1 mancyearsto augment taxpayer 
services. The board has indicated that the augmentation has allowed tax 
auditors and collections personnel to devote full time to auditing and 
collections activities. 

Table 3 presents a summary of the allocation of the board's 1975-76 
augmentation to the various activities described above. 

Table 3 
Summary of 1975-76 Franchise Tax Board Budget Augmentation 

for PIT Auditing and Collections Activities 

Activity Man-years· Costb 

$59,791 
627,349 
860,718 
243,363 

1. . Increase utilization of income information sources ................................ . 6.8 
2: Increase desk audits ......................................................................................... 50.6 
3. Increase collections............... ...... ....... ....... ....................................................... 65.0 
4. Increase taxpayer assistance manpower ............................................. ,...... 29.1 

Total· ............................................................... ; ............................... ,......................... 151.5 $1,791,221 . 
• Includes clerical support and administrative overhead. 
b Includes operating expenses and equipment. 

Coordinating Assessments and Collections 

In reviewing the board's 1974-75 Operations Report, wenoted in the 
statistics on coileG~ion activities that the average dollar amount of a delin­
quent PIT account that. was clo~ed by collection was $390, by abatement, 
$859, and by discharge, $685 .. These data suggest that larger accounts were 
being abated or discharged more frequently than the smaller . ones. A 
report released in November 1975, on the Internal Revenue Service ob­
served a related pattern of collections with resp~ct to federal returns. The 
report, published by the Administrative Confer~nce of the United States, 
concluded that the larger the government's initial assessment against a 
taxpayer, the smaller the percentage of the assessment that is ultimately 
collected. 

To determine if a similar situation existed with respect to state returns 
we analyzed over 250,000 delinquent PIT acco~ts closed by the board's 
collection units over a five month period in 1975. We determined that 
accounts are assigned to different· units on th~ basis of age and size of 
account, and the type of assessment. Each unit uses different procedures 
to collect their accounts. The regional offices were found to have most of 
the larger accounts in inventory. However, these offices demonstrated a 
collection rate above average (see Table 4). .. 

Table'4 

A verage Size 
of Account 
in Inventory 

Regional offices ................ : ................................. ,................ $1,664 
All units ............................................................ :................. .324 

Percentage of Accounts 
Closed'Which 

Were Collected 
Number Dollar Amount 

91.0% . 77.2% 
80.0' 64.8 
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The results of our analysis suggest that the differences in average 
amounts collected, abated or discharged from an account may be more 
closely related to the accuracy of the auditor's initial assessment rather 
than the efforts of the collections units. However, existing data limitations 
prevent further analysis in this area at the present time. . 

Starting in January 1976, the board informs us it will have the ability to 
match an account's initial assessment and the basis for the assessment with 
its final disposition in terms of amounts collected,. abated, or discharged. 
This will enable the board to determine· which type of assessments. are 
most likely to be collected, abated or discharged. This information may be 
used to identify specific tax. code provisions which ane relatively ambigu­
ous or inconsistent and lead to abatements or discharged assessments. 

The board is also. in the process of implementing a new collections 
management information system. The board informil"us this will enable it 
to compare collection rates to determine wheth~r the amounts collected 
per accbunt per month vary with the size of the initial assessment or the 
taxpayer's income. The board expects complete implementation of this 
system in 1978. We will maintain close contact with the board to ensure 
adequate development of these capabilities. 

II. BANK AND CORPORATION TAX PROGRAM 

Auditing and Collections 

The Governor's 197~77 Budget requests an increase of 6.4 man-years 
and $155,555 to expand field. audit coverage of (jut-of~statecorporations 
and increase colleCtions activity. The board estimates each additional 
auditor will generate between $300,000 and $4()(),000 in net audit revenues 
annually after an initial two- to three-year training period. 

This increase in. auditing manpower is part of a three-year plan to enable 
the board to attain 100 percent field audit coverage of major out-of-state 
corpor~tions (corp<;>rations with annual federal net income of $100,000 or 
more). The board pl~s to request two more augmentations in this area, 
in 1977-78 and 1979-80. . 

III . . POLITICAL REFORM AUDIT P,ROGRAM 

We withhold recommendation on the boards request for 137.8. man­
years and $2,880;805 for thePdlitjcalReform Audit program in 1976-77, 
pending further analysis of ongoing activities. 

The Political Reform Act of 1974 was adopted by the voters as a state­
wide ballot initiative (Proposition 9) in June 1974, and superseded the 
Campaign Disclosure Act of 1973 (Waxman-Dymally Act). The costs of 
administering the provisions of the act are shown in Table 5. 

Chapter 10 of the act requires that the Franchise Tax Board audit all 
statements and reports of the following: 

(1) Alliobbyists required to register 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; . 



Table 5 , 
Proposition 9 Administrative Costs 

Agency 
Franchise Tax Board ............... , ............. . 
Fair Political Practices Commission ... . 
Secretary of State ................................... . 
Department of General Services ....... . 
Attorney General ................................... . 
Legislative Counsel ..................... ··········· 

1975-76 
(Estimated:L.~ ~ __ 

Amowit Percent" 
$2,136,903 55.5% 

1,102,000 28.6 
326,920 8.5 
216,000 5.6 
43,000 1.1 
25,000 0.6 

$3,849,823 100.0% 
Total ... : .... , ........... ··,··························· ..... . 

a Includes a shift of manpower from Waxman-Dymally related activities. 
b Percentages may not add to 100.0 due to rounding. 

1976-77 
(Requested) 

Amount Percent b 

$2,880,805 57.9% 
1,296,280 26.1 

326,920 6.6 
224,640 4.5 
220;100 4.4 
25,000 0.5 

$4,973,745 100.0% 

Amount 
$743,902 

194,280 

Increase 

8,640 
177,100 

$1,123,922 

Percentb 

34.8% 
17.6 

4.0 
4U:9 a 
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(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 (an individual 
may qualify as an independent committee subject to audit); and 

(5) Statements of specified elected officials regarding their income and 
expenditures. 

Field Audit Workload Estimates 

We recommend the Franchise Tax Board submit a report to the fiscal 
committees and the Joint Legislative Budget Committee by April 1, 1976, 
itemizing the field audit, field review, and policy level review time spent 
for each lobbyist and campaign audit undertaken by the board 

In our 1975-76 Analysis we expressed reservations concerning the . 
board'., field audit workload projections. We requested that the State· 
Board of Equalization supply us with data on its field auditing experience 
of 1974 election campaigns (conducted pursuant to the Waxman-Dymally 
Act of 1973). The Board of Equalization supplied us with data on the 
approximately 1,200 campaign audits it conducted during 1974 and 1975. 
Our analysis of these data raises further questions concerning the Fran­
chise Tax Board workload projections. 

The Franchise Tax Board assumed that a campaign audit would involve 
a minimum fixed amount offield audit time (39.3 hours) and a variable 
amount of audit time based on the number of pages of reports filed by 
candidates or committees. The board's estimates indicate that the total 
field audit time for an average campaign audit in 1976-77 would be 69 
hours (including five hours of field level review and supervision). The 
Board of Equalization's experience was substantially different. Its total 
field audit time for an average campaign audit in 1974-75 was 26 hours 
(including field level review and supervision). Our analysis of the time 
expended per field audit by the Board of Equalization did not substantiate 
the relationship of audit time with page count that is the basis for the 
Franchise Tax Board estimates. Although the financial reporting require­
ments under the Fair Political Practices. Act are more stringent than 
under Waxman-Dymally, we believe that the Board of Equalization expe­
rience should be given some consideration in the budget estimates for the 
Franchise Tax Board. 

The Department of Finance, Program Evaluation Division has com­
pleted a study of the Board of Equalization campaign auditing experience. 
This analysis also indicates a significant difference between Franchise Tax 
Board workload projections and Board of Equalization workload experi-
ence with campaign. auditing. . 

The Board of Equalization did not audit financial statements of lobby­
ists, and the Franchise Tax Board has not yet completed enough lobbyist 
audits for an adequate evaluation. The board has indicated to us it expects 
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to have completed some 300 lobbyist audits by the eIidof March> In 
addition, the board expects to have completed campaign,audits from three 
speciaL elections. We believe that the board will be in abetter position to 
support its budget request after these data are available. 

IV. SENIOIJ CITIZENS' PROPERTY TAX ASSISTANCE 

Workload Reduction 

We recommend a reduction of 2.0 man-years for a saving of $16,450 for 
the Senior Citizens' Property Tax Assistance program (Item 157). 

This program reimburses 4omeowners over age 62 with incomes under 
$10,000 a portion of their property taxes, (see pagel68). Because ofinfla­
tionary increases in incomes, the number of people eligible for assistance 
under this program is declining. Estimates of eligible claimants by the 
Department of Finance as shown in the Governor's Budget for this pro­
gramare less than the estimates oEclaims allowed by the Franchise Tax 
Board. A comparison of these estimates is shown in Table 6. 

Table 6 
Estimates of Eligible Claimants for 

Senior Citizens' Property Tax Assistance 

1975-76 
Franchise Tax Board ........................................................................................ ;... 325,000 
Department of Finance ........................................................................................ 298,000 

Difference............................................................................................................. 27,000 
Percerit .............................. ;.................................................................................. 8.3% 

:1976-77 
325,000 
295,000 
30,000 
9.1% 

Based on the number of man-years directly variable with the returns 
processing. workload in this program, it appears that a reduction of 2.0 
man-years and $16,450 in salaries, benefits and operating expenses would 
be appropriate. 

V. ADMINISTRATION 

Wage Incentive Study 

We recommend that the Department of Finance, Program Evaluation 
Divis~on, conduct a study to determine the feasibility of a wage incentive 
experiment at the Franchise Tax Board. 

The board has more than 500 man-years budgeted in 1976-77 for such. 
tasks as stamping, sorting, slitting, scanning, unstapling, filing and key­
punching returns and documents. These activities are coordinated using 
assembly line management techniques, and are similar to production op­
erations in private industry for which wage incentives have been success-
fully developed. . 

Precedent. A wage incentive plan is not without precedent in Califor­
nia State CivIl Service. Legislation in 1968 (Chapter 1460) established a 
"job agent" classification in which "compensation (was) based on the job 
agent's achievement in obtaining successful completion of training and 
employment goals by eligible persons." An incentive pay plan pilot 
project was initiated in July 1972, and discontinued in January 1973, with­
out definitive findings. 

While the job agent classification provides a precedent, it must be distin-' 
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guished from what we are proposing on one crucial point-the nature of 
the work involved. Wage incentives have been successful in industries 
where the units of output are uniform physical quantities. Many of the 
tasks performed at the board are of this nature. It is doubtful ajob agent's 
output could be so categorized. 

Other States Experiences. The National Commission on Productivity 
and Work Quality surveyed state and local government usage of employee 
incentives and published its findings in March, 1975. Of the 41 responding 
states, 93 percent reported experience with at least one type of employee 
incentive program. Of the 509 responding local governments, 84 percent 
reported experience with incentives. Three states reported the uSe of 
piecework incentives. Pennsylvania reported a formal evaluation of their 
piecework incentive program. 

Pennsylvania's Bureau of Employment Security uses a piecework incen­
tive program in which employees receive a bonus for each unit of output 
above a standard amount. The program covers approximately 85 non­
supervisory employees in the Electronic Data Processing Unit. Workers in 
this unit enter over four million wage records into a tape file each quarter, 

. usually within an 8- to lO-week period. Workers in this unit also perform 
other tasks such as record verification, training new employees, clerical 
assignments, etc. 

Before the plan was implemented, output was estimated at 280 wage 
records per hour, at a unit cost of 86 cents per 100. Two years later, output 
averaged 450 wa,ge records per hour at an average cost of 54 cents per 100. 
Unit costs dropped by 37 percent. 

Labor relations consultants we have contacted have indicated employ­
ers and employees in industry generally approve of incentives. The em­
ployee bene.fits by higher wages. The employer benefits by lower 
employee overhead costs. 

Any wage incentive system should meet three criteria. First, it should 
provide some element of job security for existing permanent employees. 
Second, it should provide an adequate base wage rate. Third, it should be 
cost-effective, i.e., the costs of implementing an incentive syste~ should 
be less than the savings resulting from increased productivity. 

The State Personnel Board assures us that the first two criteria-base 
wages and job security for permanent employees-would be met. To 
determine whether the third criterion can be met, we recommend that 
the Department of Finance, Program Evaluation Division undertake a 
preliminary cost-study covering the following areas: 

1. Identification of tasks appropriate for wage incentives . 
. 2. Costs of monitoring production for each task identified. 

a. Existing monitoring capabilities. 
b. Costs of monitoring alternative'production units. 

(1) Costs of monitoring individual production. 
(2) Costs of monitoring group production. 

3. Productivity within each unit examined. 
a. Average, range, standard deviation,sample size. 

There is the argument that a wage incentive system discriminates un-
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fairly against employees whose output is not readily measurable. We feel 
this is not an argument against wage incentive systems as such but a 
criticism of barriers preventing employees from· entering into a wage 
incentive system. For this reason we recommend the State Personnel 
Bo~rd work closely with the FranchiseTax Board and the Joint Legislative 
Budget Committee in the evaluation of the cost study. outlined above and 
the design of any subsequent experiment. 

Agriculture and Services Agency 

DEPARTMENT OF GENERAL SERVICES 

Item 159 from the General Fund, Item 
162 General Fund transfer to Service 
Revolving Fund, Item 163 from the 
Service Revolving. Fund-other ac­
tivities, Item 164 from the Service 
Revolving Fund,-Printing, Item 165 
fi;om the State School Building Aid 
Fund and Item 166 from the De­
ferred Compensation Plan Fund Budget p. 296 

Requested 1976-77 .......................................................................... $155,749,612 
Estimated 1975-76............................................................................ 150,024,702 
Actual 1974-75 .................................................................................. 125,596,703 

Requested increase $5,724,910 (3.8 percent) 
Total recommended reduction .................................................... $6,057,000 

1976-71 FUNDING BY ITEM AND SOURCE 

Item 
159 

162 

163 

Description 
Department of General Services. 
For direct support of department 
operations. 
Department of General Services. 
Provides authority whereby funds 
appropriated from General Fund 

- .. or other funds for purchase of au­
tomobiles or reproduction equip­
ment may be used to augment 
Service Revolving Fund which fi­
nances General ·Services car· pool 
and reproduction services. 
Department of General Services. 
For support in 'form of revenues 
from agencies receiving products 
or services other than printing. 

Fund 
General 

General Fund transfer 
to Service. Revolving 
Fund 

Service Revolving 
Fund, other activities 

Amount 
$4,934,714 

N/A 

121,272,554 

Analysis 
page 
241 

241 

241 
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164 Office of State Printing. For sup- _ Service Revolving' 
port in form of revenues from Fund;Printing 
agencies receiving printing serv-
ices. 

165 Office of Local Assistance. For sup- State School Building 
port of the School Building Aid Aid Fund 
Program. 

166 Insurance Office. For support of Deferred Compensa­
deferred compensation insurance tion Plan Fund 

160 

161 

Note" 

NoteC 

plan administered by the office for 
state employees as authorized by 
Chapter 1370, Statutes of 1972. 

Subtotal of department's items in-
cluded in this analysis. 
Office of the State Architect. For Architecture Public 
direct support of specified plan Building Fund 
checking services. (Item analyzed 
on page257.) 
Office of the State Architect. For Architecture Revolving 
support of operations. (Item Fund . 
analyzed on page 257.) 
Department of General Services. General 
For maintaining and iniproving 
properties (1) acquired under the 
Property Acquisition Law and (2) 
declared surplus prior to disposi­
tion by state. 
Department of General Services. General 
For maintaining, protecting and 
administering state parking facili-
ties. 
Office of the State Architect. For General 
verifying that plans of structures 
purchased by state funds are acces­
sible for use by physically hand­
icapped. 
Reinibursements to Office of Ar­
chitecture and Construction. 

Total expenditures budgeted 

" Gov't. Code (Sec. 1585()...S5) (continuing appropriation) 
b Gov't. Code Sec. 14678 (continuing appropriation) 
C Gov't. Code Sec. 4454 (continuing appropriation) 

28,443,074 

1,014,828 

84,442 

$155,749,612 

2,217,790 

8,582,662 

1,506,526 

753,508 

122,146 

139,376 

$169,071,620 

255 

252 

251 

257 

257 

249 

255 

.249 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Building Alterations. Recommend adding. Budget Act con- . 245 
trol section language requiring state building alteration-_ 
projects to be subject to legislative review with specified 
reporting requirements. . 

2. Surplus Property_ Recommend department submit by April. 247 
1, 1976 to the Joint Legislative Budget Committee and the 
Department of Finance a list of "suspect" surplus state par-
cels. Thereafter, such a list should be submitted each No"" 
vember 1. 

3. Building Temperature ControL Reduce Item 159 by $97,000. 249 
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Recommend deletion of funds for control monitoring sys­
tem to heat and cool state buildings. 

4. Mobile Equipment. Recommend adding Budget Act control 250 
section language requiring General Services approval 
before departments rent specified types of mobile equip-
ment from a nonstate source, with specified reporting re­
quirements. 

5. Interagency Mail Service. Recommend department submit 253 
to the Joint Legislative Budget Committee and the Depart-
ment of Finance by April 1, 1976, a plan for reducing 
interagency mail cost. 

6. Office Copiers. Augment Item 159 by $3 ml1Hon. Recom- 253 
mend a General Fund loan of $3 million for department to 
purchase copier equipment for lease to state agencies. 

7. Textbooks. Reduceltem 164 by $8,960,000. Recommend de- 255 
letion of 171 positions and $8,960,000 for related salaries and 
other expenses if recommendation under Department of 
Education (Item 335) is approved. 

8. General Fund,Repayment. Recommend department repay 256 
the $7,353,842 appropriated previously from the General 
Fund tosupportits'working capital requirements. 

GENERAL PROGRAM STATEMENT 

The Department of General Services exists to improve the overall effi­
ciency of state government operations by (1) performing certain manage­
ment and support functions as assigned by the Governor and specified by 
statute, (2) providing central services to operating departments more 
economically than they can provide individually for themselves, and (3) 
establishing, maintaining and enforcing statewide standards and deyelop­
ing and implementing improved statewide policies and procedures. 

Key Characteristics of the Department 

Table 1 presents a summary of total department expenditures by source 
of funds for the three-year period ending with fiscal year 1976-77. 

The department is funded by (1) direct support appropriations, (2) 
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 
93.7 percent of department costs is supported from revenues earned while 
only 6.3 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 1976-77 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 operations fall into two categories, 
as follows: 

l.Those functions relating to state ownership, use or regulation of real 
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property which appear as elements under the "property management 
services" program. 

2. Other operations which appear as elements under the "statewide 
support services" program. 

The administration program contains executive and staff support ele­
ments which provide fiscal, personnel and management services to the 
department's line operations. 

Table 3, shows the allocation of staff among the various department 
functions over the three-year period ending June 30,1977. This indicates 
that there are 4,152.9 positions requested (a net reduction of 39.7 posi­
tions) for the budget year. The most significant staff changes are as fol­
lows: 

1. Termination of 35 positions in the Office of Administrative Hearings 
which were added in the 1975-76 fiscal year to conduct fair hearings for 
the Department of Benefit Payments. 

2. An increase of 12.8 positions in the buildings and grounds division for 
assuming maintenance and operation services for the Santa. Ana state 
building. (General Services has been contracting with Orange County for 
these services.) 

3. A decrease of 10 positions in the Office of Local Assistance resulting 
from a workload reduction in the state school building aid progI:~. 

4. A decrease of7.8 positions in the real estate services division, because 
'positions added for processing increased workload during the 1975-76 
fiscal year are not continued in 1976--77. 

Table 1 
Department of General Services 

Total Expenditures by Source of Funds 
1974-75 through 1976-77 

Source of Funds 
Direct support: 

General Fund ...................................... .. 
State School Building Aid Fund ....... . 
Architecture Public Building Fund .. 
Deferred Compensation Plan Fund 

Total ................................................... . 

Revolving funds: 
Service Revolving Fund, printing .... 
Service Revolving Fund, other ac-

tivities ................................................ .. 
Architecture Revolving Fund .......... .. 

Total .................................................. .. 

Reimbursements: 
Service Revolving Fund activities .... 
Architecture Revolving Fund activi-

ties .................................................... ," ... 

Total ................................................... . 

Total Expenditures ................................ .. 

1974--75 

$6,147,575 
1,018,955 
1,871,102 

39,499 

$9,077,131 

$22,357,472 

98,454,974 
5,073,731 

$125,886,177 

$3,640 

189,316 

$192,956 

$135,156,264 

1975-76 

$7,087,106 
1,114,026 
2,162,886 

80,608 

$10,444,626 

$27,018,744 

116,973,350 
8,494,439 

$152,486,533 

$176,751 

139,376 
$316,127 

$163,247,286 

1976-77 

$7,316,894 
1,014,828 
2,217,790 

84,442 
$10,633,954 

$28,443,074 

121,272,554 
8,582,662 

$158,298,290 

139,376 

$139,376 

$169,071,620 

Percent 
op· 

Total 

6.3% 

93.6% 

0.1% 

100.0% 



Table 2 . 
Department of General Services 

Total Exp~nditures by Sourceof:.FlJndsand Programs 
1976-"77' . 

Direct support 
Program appropn'ations 
I.' Property management services .................................................................................... $6,808,559 

A. Architectural cons)llting and construction ......... ,.................................................... 2,285,2% 
B. Buildings and grounds ................................................................ ~ .... : ................ ; .......... .. 
c. Long-range facilities planning ..... : ............................................................................ _. 
D. Real estate services ......................................................................................... : .......... .. 
'E; ·Space management .................................................................................................... .. 
F. Building standards ...................................................................................................... .. 

~: ~~~~dc~~~~tl~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
I. Property acquisition act ............................................................................................... . 
J. PhYSically handicapped plan checking .................................................................... .. 

II. Statewide support services ................. ; ........................................................................ .. 
A. AdIninistratixe hearings ............................................................................................. .. 
B. Communications ............................................................... : ............. :; .......................... ; .. . 
C. Fleet administration .................................................................................................... .. 
D. Insurance services ....................................................................................................... . 
E. Legal.services .............................................................................................. , ........... ~ ...... . 
F. Local' assistance ..................................................................................................... : ....... . 
C. Management services office ..................................... : ................................................. . 

.... H. Office services ...................... : ............................................ ; ............................................ . 
I.. Procurement .................................................................................................................... . 
J. Security and protection ................. , ....................................................................... , ..... . 
K. State printing ......... , ................................................................................................... ;.-.. . 

. L. Small business procurements and contracts ............................................................ . 
M. Motor vehicle parking facilities ................................................................................ . 

Ill. Administration ................................................................... ; ........................................... . 
Totals ........... , ..................................................................................................................... . 
. Percent of Total ............................................................................................................. . 

28,080 

60,014 
2,557,358 
.249,145 
1,506,526 

122,146 

Revolving fund . ;,' 
appropn'ab'ons Reimbursements 

$51,149,697 $139,376 
10,167,574139,376 
21,789,413 

266,514 
2,058,032 
1,925,777 

14,942;387 

'TdtaJ 
exPenditures 

$58,097,632 
12,592,240 
21,789,413 

266,514 
. 2,086,112 
1,925,777 

60,014. 
17,499,745 . 

249,145 
1,506,526 

122,146 

108,921,953 . 
2,004,883 

19,852,048 
11,293,p21' 
2,928,127 . 

569,037 
1,033,058 
7,561,004 .' 
6,122,279 

22,168;138 
.5,929,588 

28,443,074 
263,588 
753,508 

2,052,035 

$169,071,620 
100.0% 

Percent 
of total 

34.4% 

64.4% 

1.2 
100.0% 
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5. An increase of six positions in the office services division to provide 
office machine repair service at four CSUC campuses which have been 
obtaining such service from the private sector. 

6. A decrease of 5.5 positions in the administration program, reflecting 
the termination of positions added in the 197'>-76 fiscal year only to de­
velop state procurement opportunities for minority and small businesses. 
(Such positions were funded by the Federal Office of Minority Business 
Enterprise. ) 

Table 4, which presents total expenditures by program element during 
the three-year period ending June 30,1977, indicates a $5.8 million or a 3.6 
percent increase in the department's total budget for the 1976-77 fiscal 
year. Program elements showing the greatest increases are communica­
tions ($2.8 million), state printing ($1.4 million) and buildings and 
groUnds ($1 million). . .. 

Table 3 
Department of General Services 

Staff by Programs 
1974-75 through 197~77 

Operating Unit 
I. Property management services .... 

A. Architectural consulting and 
construction .......................... .. 

B. Buildings and grounds ................. . 
C. Long-range facilities planning ... . 
D. Real estate services ..................... . 
E. Space management ..................... . 

II. Statewide support services ........... . 
A. Administrative hearings ..•........... 
B. Communications ........................... . 
C. Beet administration ..................... . 
D. Insurance services ...................... .. 
E. Legal services ................................ .. 
F. Local assistance ............................ .. 
G. Management services office ...... .. 
H. Office services .............................. .. 
I. Procurement .................................. .. 
J. Security and protection .............. .. 
K. State printing ................................ .. 
L. Small business procurements and 

contracts ................................. . 

III. : Administration .............................. .. 
Totals ..................................................... . 
Percent of Increase ............................ . 

FiDed Authorized 
positions" positions 

.. 1974-75 197~76 

1,622.4 1,709.8 

292.5 
1,204.6 

9.0 
57.7 
58.6 

2,265.9 
91.3 

2139.7 
156.8 
10.1 
16.6 
51.2 

296.5 
181.7 
177.3 
297.9 
691.0 

5.8 

76.9 

3,965.2 
2.5% 

342.0 
1,214.4 

10.7 
77.5 
65.2 

2,392.2 
99.1 

315.7 
159.4 
12.1 
18.7 
51.5 

316.4 
214.6 
187.8 
309.5 
696.4 

• 11.0 

90.6 
4,192.6 

5.7% 

ANALYSIS AND RECOMME~DATIONS . 

Requested 
positions 
1976-77 
1,714.8 

341.0 
1,227.2 

9.7 
69.7 
67.2 

2,353.0 
64.1 

315.7 
159.4 
12.1 
18.7 
41.5 

317.4 
220.6 
187.8 
308.3 
696.4 

11.0 

85.1 

4,152.9 
-0.9% 

Percent 
oltotal 

41.3% . 

56.7· 

2.0 

100.0% 

This analysis is presented in the sequence of program elements appear­
ingin Table 4. The analysis of each element is preceded by It statement 
of funding which specifies the types of support, source of funds; proposed 
expenditures and proposed staff. 
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Departmeniof General serVIces 

,: Total Expenditure$ by Program 
1974-75 through 197&,-77 

; "'." l;' Program 
,I..:~iPr.QMitymanagement.services ...... 

A,: A!~hit~ctural consulting and con-
'" ".struction ............... : .................... :~ 
, B.' BUildings and grounds ...... " .......... .. 
C. Long-range facilities planning .... .. 

:·::Eli'Real estate services ... ; .................. ;, 
:K Space rnanagemenL ...................... . 

, c. ,E.·. Buildiqg standards cominission ... . 
'·C.'Rented buildings ............................. . 
" It 'Miiior'capltaloutiay ....................... . 
t.,; I::: Property acqUisition act ................. . 

J, Physically handicapped plan 
checking ....... ~ .............................. . 

II. Statewide support services ............. . 
A. Administrative hearings ................ .. 
B. Communications ............................. . 
C. Fleet administration ....................... . 
D::: ltisiliimce services ........................... . 
E:' 'Legal services .. : ................................ . 
F.: li.Ocal assistance .............................. .. 
G. Management services office ........ .. 
H. Office services ................................ .. 
1. Procurement ..................................... .. 
J. Security and protection .................. .. 
K. State printing ................................... .. 
L. Small business procurements and 

contracts ..................................... . 
M::Motor vehicle parking facilities .. 

Ill. Administration ............................ , ... .. 
Totals ...................................................... .. 
Percent of Increase ............................... . 

Actual 
1974-75 

$46,765,616 

7,788,842 
17,974,341 

216,516 
1,578,220 

·1,528,556 
. 39,211 

15,783,895 
99,303 

1,628,421 

128,311 

85,779,029 
2,223,120 

13,801,206 
8,631,562 ' 
2,662,572 ' 

424,457 
1,058,826 
6,512,912 
4,465,958 

17,053,622 
5,805,859 

22,357,472 

116,423 
665,040 

2,611,619 

$135,156,264 
13.2% 

, Estimated 
197~76 

$56,213,471 

12,373,766 
20,724,098 

287,689 
2,174,898 
2,005,301 

57,706 
16,737,196 

249,145 
1,481,526 

122,146 

103,414,598 
2,708,480 

17,031,116 
11,122,894 
2,786,148 

535,325 
1,194,722 
7,121,225 
5,951,270 

21,239,281 
5,859,716 

27,018,744 

200,217 
645,460 

3,619,217 

$163,247,286 
20.8% 

I. PROPERTY MANAGEMENT SERVICES 

Building Alterations Should be Subject to Legislative Review 

Estimated 
1976-77 , 

$58,097,632 

12,592,240 
21,789,413 

266,514 
2,086,112, 
1,925,777 

60,014 
17,499;745 

249,145 
1,506,526 

122,146 

108,921,953 
2,004,883 

19,852,048 
11,293,621 
2,928,127 

569,037 
1,033,058 
7,561,004 
6,122,279 

22,168,138 
5,929,588 

28,443,074 

263,588 
753,508 

2,052,035 

$169,071,620 
3.6% 

We recommend that a new control section be added to the Budget Act; 
1. Prohibiting the expenditure of support appropriations for building 

alteration projects costing in excess of $1()(),000. 
~. Requiring the Department of General Services to reportall building 

alt~ra.tion projects estimated tocost (a) from $25,000 to $1()(),()(}() to the 
jowl LegislativeBudget Committee at least 30 days prior to the scheduled 
commencement of work and (b) from $5,()(}() to $25,()(}() on a post-audit 
basis 90 days after the close of each fiscal year. ' 
,l3~cause provisions of the State Administra,tive Manual (SAM) are not 

:h~hl.gfollowed; major state building alteration projects are not receiving 
. " J ~ __ . . '.' .' 
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proper review. The SAM provides that a buiiding alteration project cost­
ing $100,000 or more is a major capital outlay project and, as such, must 
be included as a capital outlay item in the Governor's Budget. Under this 
provision, such a project is subject to review by (1) the Department of 
Finance and the Legislature as to its need and proper level of funding and 
(2) the Public Works Board to ensure compliance with administrative and 
legislative intent. 

According to Department of General Services' records, 11 such projects 
costing more than $100,000 each have been initiated under the supervision 
of General Services for various state agencies since July 1, 1974. Not one, 
however, was presented as a capital outlay budget item. One such project, 
for the State Personnel Board (SPB), is estimated by General Services to 
require $556,000 for construction alone, totaling $918,000 when furniture 
and consultant fees are included. (We make specific recommendations 
regarding this particular project in our analysis of the SPB under Item 172, 
page 275.) 

High Dollar Volume 

According to General Services' records, 101 individual state building 
alteration projects costing $5,000 or more (including the 11 projects cost­
ing over $100,000 individually, discussed above) were initiated between 
July 1,1974 and December 1, 1975. Total state costs for these projects are 
estimated to approximate $4.5 million. 

In'our judgment, such projects should be subject to review and evalua­
tion by the Legislature. We, therefore, suggest that those projects costing 
(1) over $100,000 be submitted as a capital outlay item in the Budget Bill, 
(2) $25,000 to $100,000 be reported by General Services to the Joint Legis­
lative Budget Committee at least 30 days prior to the scheduled com­
mencement of work, and (3) $5,000 to $25,000 be reported by General 
Services to the Legislature on a post-audit basis. 

Program Elements 

The property management services program consists of the following 10 
elements which relate to stat~ ownership, management, use and regula­
tion of real property. 

A.ArchitecturalConsulting and Construction 

Source 
Funding of funds 

Direct support ...................................................... · Item 159 
Direct support.,.................................................... Item 160 
Revolving fund .................................................... Item 161 
Revolving fund ................................................ ,... Item 163 
Revolving fund-reimbursements ..................Item 163 

Total .................................................................. .. 

Proposed 
expenditures 

$67,500 
2,217,790 
8,582,662 
1,584,912 

139,376 

$12,592,240 

Proposed 
. sfall' 

341.0 

341.0 

This program element is discussed under our analysis ofItems 160and 
161 which make separate appropriations from the Architecture Public 
Building Fund arid Architecture Revolving Fund respectively. 
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B. Buildings and Grounds 

Source ' 
Funding of funds 

Revolving Fund ................................................ Item 163 

Proposed 
expenditures 

$21,789,413 

Proposed 
staR' 

1,227.2 

The buildings. and grounds division is responsible for ~aintaining state 
bUildings and grounds and for making minor, building alterations. 

C. Long-Range Facilities Planning 

Source 
Funding of funds 

Revolving fund .............................................................. Item 163 

Proposed 
expenditures 

$266,514 

Proposed 
staR' 
9.7 

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) analyzing state parking requirements, (4) making economic analyses, 
(5) maintaining the Capitol area plan and (6) reviewing space requests 
of state agencies to ensure consistency with long-range statewide objec­
tives. 

D. Real Estate Services 

Funding 
Source 
offunds 

DireCt support.. ............ :........................................... Item 159 
RevolVihgfund ............ :i.......................................... ·Item 163 

Total ...................................................................... .. 

Proposed 
expenditures 

$28,080 
2,058,032 

$2,086,112 

Proposed 
staR' 
69.7 

69.7 

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

Surplus Property Should be Disposed of More Expeditiously 

We recommend that the Department of General Services submit to the 
Joint Legislative Budget Committee and Department of Finance by April 
1, 1976 a list identifying "suspect" surplus state parcels which should be 
subject to consideration by the Legislature for inclusion in the annual state 
surplus property bill The list should indicate for each parcel (a) the 
controlling state entity, (b) a brief description, (c) its location, (d) its 
present or planned use and (e) estimates of its market value and disposal 
cost. . 

We recommend, further, that in the future General Services submit a 
surplus parcel list annuallyby November 1, to the Joint Legislative Budget 
Committee and the Department of Finance. 

Under existing law (Government Code Section 11011), each state de­
partment is required to notify the Department of General Services annu-
3;lly of its surplus real property, and General Services reports to the 
~egislature the property declared surplus and requests authorization to 
dispose of it by sale or otherwise. Legislative authorization presently is 
granted in the form of a bill which specifies each surplus parcel and the 
conditions under which it may be disposed of. Money from the sale of such 

10-88825 
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property is paid to the General Fund, unless specified otherwise by law. 
Significant Saving Potential-but No Incentive. Surplus state proper­

ties frequently are retained because there is no incentive for the control-
ling state entities to dispose of them. .. 

At our request, General Services' staff made a brief survey and prepared 
a preliminary "suspect list" of parcels appearing to be surplus to state 
needs. The staff estimated the value of the property at $18.4 million ($10.8 
million of which is controlled by the California State University and Col­
leges Trustees) . We have identified additional parcels which appear to be 
surplus to state requirements, including Otay Mesa (vacant land pur­
chased several years ago for a state prison site in San Diego County) which 
we discuss under Item 393. 

"Suspect" Surplus Property Should be Subject to Legislative Review. 
Because of the substantial saving potential from disposing of surplus state 
property in a more expeditious manner, we believe an objective review 
of all state property should be made amiually to identify for legislative 
review and consideration those parcels which appear to be surplus to state 
needs. For this reason, we suggest that General Services (1) submit an 
all-inclusive list of suspect surplus state property by April 1, 1976 for con­
sideration by the Legislature during the budget hearings and (2) submit 
such lists annually thereafter, beginning November 1, 1976. 

E. Space Management 

Source 
Funding of funds 

Revolving fund ........................................................ Item 163 

Proposed 
expenditures 

$1,925,777 

Proposed 
staR 

. 61.2 

The space management division provides services for the assignment, 
coordination, contract and lease management of noninstitutional state 
office and warehouse space. The division also is responsible for supervising 
state building alteration projects and ensuring that approval procedures 
relative to such projects are followed. 

F. Building Standards 

Source 
Funding of funds 

Direct support.................................................................. Item 159 

Proposed 
expenditures 

$60,014 

Proposed 
staR 

The Building Standards Commission receives staff support from the 
Office of the State Architect. It is responsible for reviewing building code 
regulations and conducting hearings of construction industry appeals. 

G. Rented Buildings 

Source 
Funding of funds 

Direct Support............................................................ Item 159 
Revolving fund .......................................................... Item 163 

Totai .................................................................... , .... . 

Proposed 
expenditures 

$2,557,358 
14,942,387 

$17,499,745 

Proposed 
staR 
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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 the Public Building Construction· Fund buildings. The 
standard monthly rental rate for the 1976-77 fiscal year is 50 cents per 
square foot for office space and 13 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 oflegislative 
office space and for the Department of General Services to maintain the 
State Capitol, Capitol Park and the Governor's Office and residence. 

H. MINOR CAPITAL OUTLAY 

Source 
Funding of funds 

Direct support ..................................... ,........................ Item 159 

Proposed 
expenditures 

$249,145 

Proposed 
staIT 

The minor capital outlay element consists of nine· minor alterations 
planned to state facilities in the 1976-77 fiscal year. 

Fully Automated Monitoring System is Needed 

We recommend deletion of $97,000 proposed for installing a partially 
automated control monitoring system for heating and cooling state build­
ings in downtown Sacramento (Reduce Item 159). 

A fully automated central control monitoring system would be more 
efficient and economical, than a partially automated one, because (1) less 
fuel would be consumed and (2) fewer employees would be required for 
equipment control. 

We, therefore, recommend (1) deletion of the $97,000 requested for 
installing a partially automated system and (2) instead, planning funds be 
provided under Item 373 to enable General Services to have a fully auto­
mated system designed. 

Funding 

I. Property Acquisition Act 

Source 
offunds 

Direct support .......................................... Government Code 
(Sec. 15850-65) 

Proposed 
expenditures 

$1,506,526 

Proposed 
staIT 

This program element represents expenses incurred by the real estate 
services and buildings and grounds divisions in maintaining and improv­
ing 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 
Funding of funds 

Direct support .............................................. Government Code 
(Sec. 4454) 

Proposed 
expenditures 

$122,146 

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

II. STATEWIDE SUPPORT SERVICES 

Program Elements 

The statewide services support program consists of the following 13 
program elements. 

A. Administrative Hearings 

Source 
Funding of funds 

Revolving fund.......................................................... Item 163 

Proposed 
expenditures 

$2,004,883 

Proposed 
stafT 

64.1 

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. Communications 

Source 
Funding offunds 

Direct support ...................................................... Item 159 
Revolving fund...................................................... Item 163 

Total .............................................................. .. 

Proposed 
expenditures 

$55,902 
19,796,146 

$19,852,048 

Proposed 
stafT 

315.7 

315.7 

This program element involves planning for and managing statetele­
communication facilities, assisting agencies in defining and satisfying their 
telecommunication requirements, providing installation and mainte­
nance services and ensuring system reliability. 

C. Fleet Administration Division 

Source 
Funding of funds 

Direct support .................... "................................ Item 159 
Revolving fund .................................................... Item 163 

Total ............................................................... . 

Proposed 
expenditures 

$100,473 
11,193,148 

$11,293,621 

Proposed 
stafT 

159.4 

159.4 

This division conducts various vehicle service activities including vehi­
cle pool operations, garage operations, preventive maintenance, state­
wide inspection services, parking services for state employees and the 
public, and central management and coordination. 

Equipment Sharing: More Control Needed 

We recommend that: 
1. Control Section 22 of the Budget Act be expanded requiring state 

departments to obtain specific approval from General Services before 
renting from a nonstate source specified types of mobile equipment hav­
ing an original purchase price of $25,000 or more. 
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2. General Services continue'iiiIuwre years submitting 'quarterly re­
"portsto the Joint LegislativeBudget Committee on the· volume of transac­

tioi1S and dollar savings resulting from the interagency mobile equipment 
sharingprogram and from General Services' motor vehicle reutilization 
program. 

"Management by Committee': The central state mobile equipment 
sharing program continues to be managed by a council of middle manage­
ment equipment specialists who take time from their regular jobs to par­
ti(!ipate in the council's activities. In order for the program to achieve its 
maximum potential and because continued "managemeNt by committee" 
seemed inappropriate, we recommended in the 1975-76 Analysis that the 
Director of General Services appoint a full-time coordinator to work with 
tbe council and be responsible for expediting program implementation. 
We 'recommended further that General, Services, prepare instructions in 
the State Administrative Manual (SAM) requiring departments to partici­
pate in the program, submit information on their equipment for listing in 
the central state mobile equipment inventory and obtain approval from 
the coordinator before renting from a fionstate source specified types of 
equipment having high rental rates. 

The recommendations were not adopted. General Services, however, 
subsequently issued SAM instructions requiring departmental participa­
tion in the program in line with some of our recommendations. 

Significant savings are possible-.,..-but are not being achieved The state 
equipment council's July 1973, report stated that savings of $3 million 
annually could be realized by using state heavy equipment vehicles only 
10 percent of the time during which they are idle. The report also stressed 
the need for top management direction and control. 
":According to the council'sannual reports, the program resulted in net 
sfatesaViilgs of $450,000 during fiscal year 1973-74 and $368,000 during 
fIscal year 1974-75. ' 

Rentals From Nonstate Sources Should be Controlled The Department 
of General Services should be required to grant specific approval before 
state departments are permitted to rent from a nonstate source specified 
types of mobile equipment having an original purchase price of $25,000 or 
mote. Approval' would not be granted unless comparable state-owned 
equipment is not available. Members of the council have estimated that 
suchan approval procedure alone, if applied properly, should result in 
additional state savings of $500,000 annually. To ensure that the approval 

;,p:.;ocedure is workable, howeve,r, it should be subject to approval by the 
,e9pipInEint: council., ,; ," 

D. Insurance Office 

Source 
Funding of funds 

Direct support .......................................................... Item 166 
Reyolving fund .......... : ....................... ,......................... Item 163 

Total, ........ ; ......................... ; ............................... .. 

Proposed 
expenditures 

$84,442 
2,843,685 

$2;928,127 

Proposed 
staff 

12.1 

12.1 

Tlieinsurance office administers a comprehensive program for recover-
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ingdamages 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. 

E. Legal Services 

Source 
FUnding of funds 

Revolving Fund ....... :.................................................... Item 163 

Proposed 
expenditures 
. $569,037 

Proposed 
staff 
18.7 

The legal office provides direct legal 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 subject to approval by General Services . 

. F. Local Assistance 

Source 
Funding of funds 

Direct support ............................................................ Item 159 
Direct support ............................................................ Item 165 

Total ...................... : .............................................. . 

Proposed 
expenditures 

$18,230 
1,014,828 

$1,033,058 

Proposed 
staff 

41.5 

41.5 

This office administers the State School Building Aid Program, which 
provides financial assistance to school districts for the acquisition and 
development of school· sites, construction of buildings and purchase of 
equipment. Other activities include (1) reimbursing counties for provid­
ing legal counsel to indigents and (2) administering other programs offer­
ing financial assistance to local agencies. 

G. Management Services Office 

Source 
Funding of funds 

Direct support ........................................................ Item 159 
Revolving fund ..... ;.................................................. Item 163 

Total ................................................................. . 

Proposed 
expenditures 

$8,015 
7,552,989 

$7 ,561,004 

Proposed 
staff 

317.4 

317.4 

The management services office provides a number of services includ­
ing accounting, data processing, management analysis and state records 
management. The office also administers the central state EDP education 
program. 

H. Office Services 

Funding 
Revolving fund ................. ; ..................................... . 

Source 
offunds 
Item 163 

Proposed 
expenditures 

$6,122,279 

Proposed 
staff 

220.6 

The office services division provides office machine repair, reproduc­
tion, mail and clerical services to state agencies. 
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Failure to Comply with Legislative Request for Report on Interagency Mail Service 

.•.. We recommend that the office services division, on the basis of its 
. survey of external messengers used by state agencies in the Sacramento 
area, submit to theJoint Legislative Budget Committee and Department 
of Finance, a report (1) identifying positions being used as messengers 
which should be eliminated in the various agencies; (2) presenting a plan, 
schedule and budget for providing interagency messenger service to such 
agencies; and (3) indicating annual net savings in state costs which would 
I.{!sult if the plan were implemented. The report should be submitted by 
AprIl1, 1976 for consideration by the subcommittees hearing the depart­
ments budget items. 

In line with our recommendation in the 1975-76 Analysis, the Supple- . 
mentary Report of the Committee on Conference (on the Budget Act of 
1915), required the office services division, with the assistance of the 
Department of Finance, to survey the use of external messengers used by 
state agencies in the Sacramento area, and submit to the Joint Legislative 
Budget Committee by' November 1, 1975, a report (1) indicating such 
messenger positions which should be eliminated, (2) presenting a plan for 
providing interagency messenger services to such agencies and (3) in­
diCating net state savings which would result if the plan were implement­
ed. 

It is our understanding that the office services division completed the 
survey but, as ofJanuary 1, 1976~ had not submitted the report as required. 
We believe this report should be submitted by April 1, 1976 for considera­
tion at the budget hearings. 

I. Office of Procurement 

Source 
Funding of funds 

Revolving fund...................................................... Item 163 

Proposed 
expenditures 

$22,168,138 

Proposed 
staff . 

187.8 

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

State Should Purchase Office Copiers 

We recommend that: 
1. A special appropriation of $3 million from the General Fund be 

approved to provide a loan to the Department of General Services to 
purchase office copier equipment. and lease it to state agencies when 
purchase is cost-justified (Augment Item 159). 

2. General Services report annually, beginning November 1, 1976, to 
the Joint Legislative Budget Committee on (a) the number and cost of 
copiers it purchased since July 1, 1976, (b) estimated annual state savings 
from such purchases and (c) whether the number of such purchases 
shou1(i be increased and, if so, to whatextent and how they should be 
funded. 

In prior Analyses, we emphasized the need to improve the state's acqui­
sition and use of office copy equipment and· made a number of specific 
recommendations for achieving such improvements. 

During the last year, General Services made satisfactory progress in this 
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area. It negotiated more advantageous master state lease and purchase 
contracts for acquiring office copy equipment and implemented proce­
dures designed for ensuring that only those copiers are acquired which are 
capable of satisfying stated work requirements efficiently and economical­
ly. 

Significant Savings are Possible. Almost all office copiers in state use 
(about 2,500) are leased, although in practically all cases it would be to the 
state's economic advantage to own them. It is our understanding that the 
average useful life of a copier is eight years, while the average "break­
even" point (time when cumulative lease cost equals purchase cost) is 
between three and four years. 

Central Ownership Indicated. 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 
clearly to the state's advantage to own the equipment, we believe General 
Services should purchase it and lease it to the using agency. 

An Issue of Funding. All copiers now leased by the state could be pur­
chased at a total cost of about $28 million. However, because of the limited 

. funds available and in order to ensure thoughtful implementation, We 
believe (1) a central state copier purchase program should be implement­
ed on a limited basis and (2) initially only those purchases offering the 
greatest cost/benefit advantage should be made. In our opinion, the pro­
gram should be entirely self-supporting. 

General Fund Loan is Proposed. In order for General Services to initiate 
such a program, we propose that it receive a $3 million loan from the 
General Fund to be repaid entirely in annual installments of about $375,-
000 from program "profits" over a period of approximately eight years. 

Under the program, General Services would: 
1. Use the $3 million loan to purchase those copiers offering the greatest 

cost/benefit advantage. 
2. Lease the copiers to using state agencies at regular lease rate.s. 
3. Use one-half (estimated$375,OOO) of the program's annual "profit" 

(estimated at about $750,000 for the first year) to repay the loan in 
annual installments and use the balance of the profit to purchase 
additional equipment. 

In our judgment, such a program, if implemented properly, would be 
fully self-supporting and generate significant cost savings over the years. 

J. Security and Protection 

Source 
Funding of funds 

Direct support .......................................................... Item 159 
Revolving fund ........................................................ Item 163 

Total ............... : .................................................. .. 

Proposed 
expenditures 

$1,526,409 
4,403,179 

$5,929,588 

Proposed 
stall. 
308.3 

308.3 

The state police division provides services to protect state property and 
buildings, their occupants and visitors from hazards and criminal actions. 
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K. St~te Printing 

Funding 
Revolving fund .................................................... .. 

Source 
offunds 
Item 164 

Proposed 
expenditures 

$28,443,074 

Proposed 
staff 

696.4 

The Office of State Printing (OSP) provides printing services for the 
Legislature and all state agencies, except the University of California. It 
also produces elementary textbooks for distribution to local school dis­
tricts. 

Textbook .Manufacturing Process 

We recommend that, if the recommendation contained in our analysis 
of the Department of Education (Item 335) is adopted to phase-out the 
Office of State Printing (aSP) from the textbook manufacturing process 
iIi the 1976-77 fiscal year, an adjustment be made to delete 171 positions 
and $8,960,000 for related expenses to correspond with reduced work 
volumes and reduced revenues resulting from termination of textbook 
production. ' 

In our analysis of the Department of Education (Item 335) we point out 
that, pursuant to major changes in the textbook law in 1969 and 1972, it 
is no longer to the advantage of the state or local sch091 districts for the 
OSP to continue printing textbooks. We indicate a projected loss in 1976-
77 from the state manufacture of textbooks in relation to what such books 
would cost if ordered by the school districts directly from the publishers. 
We state, further, that inclusion of the OSP in the textbook acquisition and 
delivery process delays for approximately a year the time from which' a 
school district orders a book until it is delivered . 
. We recommend under the Department of Education Item 335 that the 

OSP be phased-out of the textbook manufacturing process in 1976-77. If 
this recommendation is adopted, 171 positions and $8,960,000 should be 
deleted, as a technical adjustment, from the OSP budget in line with the 
decline in workload and revenue which would result from termination of 
textbook printing. 

L. Small Business Procurements and Contracts 

Source 
Funding of funds 

Direct support ...... .......... ............. ............. .................... Item 159 

Proposed 
expenditures 

$263,588 

Proposed 
staff 

11.0 

The stated purpose of this office is to facilitate small business participa­
tion in state procurements and construction contracts. 

M. Motor Vehicle Parking Facilities 

Funding 
Direct support ............................................ .. 

Source 
offunds 

Government Code 
(Sec. 14678) 

Proposed 
expenditures 

$753,508 

Proposed 
staff 

This program element represents expenses incurred by the depart­
ment's divisions of (1) buildings and grounds, (2) security and protection 
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DEPARTMENT OF GENERAL SERVICES-Continued 

·and (3) fleet administration for maintaining, protecting and administer­
ing state parking facilities. 

III. ADMINISTRATION 

Source 
Funding of funds 

Revolving fund.......................................................... Item 163 

. Proposed 
expenditures 

$2,052,035 

PropOsed 
stiJil'· 
&5.1 .. 

The administration program consists of executive management,· fisc~ 
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 to a number of smaller state 
entities. 

General Fund Should Be Repaid 

We recommend that the Department of General Services repay the 
$7,353,842 appropriated previously from the General Fund to support its 
working capital requirements. . 

The Department of General Services operates primarily as a conglomer­
ation of businesses, providing services and products to customer agencies 
at a price. Almost all of its operating expenses are financed fromreventies 
paid into the Service Revolving Fund (SRF) by the agencies it serves. 

When theSRF was created, the initial working capital required for 
General Services to meet its operating expenses was appropriated froni 
the General Fund. On numerous occasions, General Fund augmentations 
have been made to the SRF to provide adequate cash for working capital 
and program expansion. To date, a total of $7,353,842 has been so appro­
priated from the General Fund. 

Advance Payments System. Prior to the 1972-73 fiscal year, the depart­
ment relied mainly on cash advances from its customers to satisfy its 
working capital needs. Under this approach, funds were transferred to 
General Services from the various agencies on. th~ basis of forecasted 
dollar purchase volumes. 

Surcharge Approach Initiated. During 1972-73, General Services, with 
Department of Finance approval, initiated a plan to acquire the working 
capital it needs by adding a surcharge to its rates. After an adequat,e 
amount of working capital is obtained, the surcharges are to be dropped. 

If the surcharge approach is to be used for providing General Services' 
working capital, we believe it appropriate that it be used as well for 
repaying the $7,353,842 appropriated previously from General Fund to 
support its working capital needs. Because about one-half of the revenues 
General Services receives from its customers are from sources other than 
General Fund appropriations, the net effect of the repayment would be 
to provide an estimated $3.6 million increase to the General Fund. 
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Working Capital Objectives, Plans and Progress Reports NotSubmitted 

The Supplementary Report of the Committee on Conference (Budget 
Act of 1975) required the Department of Finance (1) to identify objec­
tives for overcoming d~ficiences in General Services' working capital sys­
tem and (2) in cooperation with General Services, to prepare a plan and 
schedule for achieving the objectives specified. The objectives, plans and 
schedule were to be submitted to the Joint Legislative Budget Committee 
and both legislative fiscal committees -by August 15, 1975. In addition, 
General Services was to report quarterly to the Legislature beginning 
October 1, 1975, on progress in achieving the objectives specified. . 

As of January 1, 1976, the objectives, plan and reports had not been 
submitted as required. 

Department of-General Services 

OFFICE OF STATE ARCHITECT 

Item 160 from the Architectur'e 
Public Building Fund and 
Item 161 from the Architec­
ture Revolving Fund -Budget p. 296 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual-1974-75 ................................................................................. . 

$10,800,452 
10,657,325 
6,260,833 

Requested increase $143,127 (1.3 percent) 
Total recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 

Item Description Fund Amount 

160 Office of State Architect Architecture Public $2,217,790 
Building 

161 Office of State Architect Architecture Revolving 8,582,662 

$10,800,452 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Workload Standards. Recommend development of work­
load standards and report to Joint Legislative Budget Com­
mittee by November 1, 1976. 

2. General Fund Support. Recommend specific activities be 
funded from the General Fund beginning in 1977...;.78 after 
report to Joint Legislative Budget Committee by November 
1, 1976. 

3. State Architect Position Requirements. Recommend legis­
lation to delete requirement for State Architect to belong to 
American Institute of Architects. 

None 

Analysis 
page 
258 

258 

Analysis 
page 

260 

260 

260 
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OFFICE OF STATE ARCHITECT-Continued 

GENERAL PROGRAM STATEMENT 

Items 160-161 

The Office of Architecture and Construction is undergoing a reor'gani~' 
zation and has been renamed the Office of the State Architect (OSA). This 
reorganization and resulting implications are discussed on page 259. 

The OSA provides two basic services. First OSA provides the full' spec.;; 
trum of architectural and engineering services similar to large private 
architectural firms, and operates a construction inspection service for all 
state projects as required by law. 

Second, OSA functions as a policing agency to assure compliance with 
the (1) Physically Handicapped Building Accessibility Law, (2) School 
Building Field Act and (3) hospital seismic safety code. 

OSA is reimbursed for all of its out-of-pocket and overhead expenses in 
. connection with anyone job. All of OSA's related architectural and engi­
neering activities are funded from the Architectural Revolving Fund, 
Item 361, which does not receive any revenue directly. Rather, funds 
appropriated by the Legislature for specific projects are deposited ill the 
revolving fund as required by the project's progress. Assessments are then 
made against each project account for the services provided. Consequ~nt­
ly, the actual volume of work for the office, and hence the amount of flil,lds 
available to cover all expenditures, is completely dependent upon. the, 
level of capital outlay appropriations provided by the Legislature; 

ANALYSIS AND RECOMMENDATIONS 

The budget of OSA's Architectural Revolving Fund activities identifies 
six major categories of services. These categories and the anticipated con­
struction value for each is identified in Table 1. 

Table 1 
Office of the State Architect Services 

Categories and Estimate Construction Values 

I. Basic Architectural and Consulting ................. . 
II. Nonbasic Architectural and Consulting ....... . 
III. Contract Architect program ........................... . 
IV. Basic constructiori ........................................... ... 
V. Nonbasic construction ..................................... . 
VI. Special services (hours) .................................... . 

197~74 

. $33,737,130 
49,638,112 
31,037,480 
44,250,000 
51,500,000 

(9,750) 

1974-75 
$33,068,000 
54,153,000 
37,977,000 
76,915,957 
50,389,000 

(10,902) 

; c 

1975-76.' 
$37,036,000 
60,652,000 
42,534;000 
86,l45,~2 
56,436,000 , 

(1O,98fj) " 

Budget year staffing proposals are the same as the current year (216:5 
man-years) less 0.5 man~yearsfor temporary help/overtime, This prbJec'­
tion of current workload levels into the budget year is consistent with 
legislative intent expressed in the Budget Act of 1972. Howevet, the 
budget does not contain a breakdowIl of expenditures or proposedstaffirrg 
by category. We have requested this information and it should be available 
during the budget hearing. 

Schoolhouse and Hospital Construction Inspection Program .'_"_ 

Item 160 from the Architecture Public Building Fund, plus $1~5.84;QI2 
from the continuously appropriated Structural Revolving Fund, supports 
the OSA's plan checking and construction inspection activities related, t~ 
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all public school and hospital construction in the state. 
The OSA does not perform any design work under this program. Rather, 

plans developed by others are checked for conformance to code require­
ments. After the plans are approved, OSA inspects and monitors construc­
tion programs to assure compliance. For this service, the OSA receives a 
set filing fee under the schoolhouse program and a uniform fee based on 
a. percentage of the estimated construction cost under the hospital pro­
gt:am .... 

Table 2 shows the current estimated trend in schoolhouse and hospital 
construction_and the resulting budgetary impact on OSA's plan checking 
program. 

Table 2 
Comparison of Workload Funding and Staffing Changes 

Percent Change 
Actual . . Estimated Estimated From Current 
1974-75 197~76 1976-77 Year 

Construction value: 
. Public Schools ........ $498,381,000 $439,040,000 $491,724,800 +12.0% 
Hospitals .................. 210,505,000 376,320,000 421,478,400 +12.0 

Total.:.: .................. $708,886,000 $815,360,000 $913,203,200 +12.0% 
Total Program· 

Expenditures ....... $2,525,795 $3,682,451 $3,802,702 " +3.2% 
Production 

man-years ................ 84.2 125.3 124.8 -.004% 
"Includes $2,217,790 from the Architecture Public Building Fund and $1,584,912 from the Structural 

Revoh,kg Fund. . 

The 12 percent increase reflects the estimated impact of inflation in the 
construction industry. We believe inflation will be closer to 9 percent. 
Therefbte, this estimate may be slightly high, However, this projection is 
merely an indicator revealing that the workload in this area will remain 
stable. The budget proposes an increase of $55,000 in item 160 for this OSA 
function. This represents salary and wage adjustments and price increases. 

Reorganization 

In January 1976, the Office of Architecture and Construction was re­
named the Office of the State Architect and reorganized in an attempt to 
create a more responsive service organization. One significant change is 
the emphasis on providing design policy and facilities program develop­
ment. We have pointed out for several years that OSA was lacking leader­
ship in (1) establishment of design and (2) providing professional 
expertise to state departments that have . physical· space needs. The 
proposed changes hopefully will provide this needed service. If so the 
state. should benefit by obtaining efficient, functional and less costly facili­
ties. 

In addition, the reorganization should result in expediting capital 
proje<;!ts. This should occur because. of (1) programming at the proper 
time, (2) improved scheduling of projects to be designed by OSA, and (3) 
streamlined procedures for and increased utilization of private architec­
tural and engineering firms. 
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OFFICE OF STATE ARCHITECT-Continued 

Workload Standards 

Items 160-161 

We recommend that the Office of the State Architect develop workload 
standards for the ''in-house'' design function and provide a report to the 
Joint Legislative Budget Committee by November 1, 1976. 

Because of various considerations, including rules and reg~lations gov­
erning layoff and demotion, the OSA does not have the flexibility to adjust 
to fluctuations in workload as readily as private firms. This inflexibility 
coupled with a rapid decrease in workload led to cost overruns totaling 
$1,592,647 from 1970 to 1972. This was ultimately recovered by a one-time 
.deficiency transfer and a surcharge on future work. In an attempt to 
alleviate this problem, the Legislature established a "valley workload ceil­
ing" by incorporating specific language in the· Budget Act of 1972. OSA 
was directed to gradually reduce its staff "in-house" capabilities to a work­
load volume of $25 million by June 30, 1973 .. The ceiling has been raised 
annually by subsequent Budget Acts to reflect inflation in the construction 
industry. However, the major drawback of this concept has been the lack 
of workload standards to determine the proper staffing which would re~ 
flect the intended results. Hence, we believe the OSA should develop 
workload standards for this function and report to the Joint Legislative 
Budget Committee by November 1, 1976. In developing the standards the 
OSA should include surveys of private architectural firms. 

General Fund Support 

We recommend that the Office of the State Architect report to the Joint 
Legislative Budget Committee by November 1, 1976 indicating workload 
iIi specific activities and that General Fund support be provided for those 
activities in 1977-78. . 

All OSA's cost are reimbursed from charges made to specific projects. 
Hence, overhead expenses that are not related to specific projects must 
be recovered from charges against those projects in progress. This proce­
dure is the only means available for OSA. However, we believe it is inap­
propriate to charge a department or agency for services provided to 
another. These functions would appropriately be a General Fund expense 
rather than inappropriately charged to unrelated projects. Services under 
this function provided to special fund agencies should be based on reim­
bursement to the General Fund. 

In order to fund this function properly it will be necessary for the OSA 
to provide adequate workload data based on (1) past experience, (2) 
projected activities and (3) comparison costs and workload factors in 
private firms. This information should be reported to the Joint Legislative 
Budget Committee by November 1, 1976 so that a proper level of funding 
can be proposed for the 1977-78 fiscal year. 

Delete American Institute of Architects Requirement 

We recommend legislation to delete the requirement that the State 
Architect be a member of the American lnsh'tute of Architects (AlA) .. 

Government Code Section 14950 states in part that "no person shall be 
eligible for the Office of the State Architect who is not a member of the 
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American Institute of Architects at the tim:~ ofhi~' first ap~6intment';.The 
AlA is a professional organization which requires an architects' license for 
membership. , " . 

There is no requirement that a person be a member of AlA to be 
licensed or practice architecture in California. We believe the'other re­
quirement under Section 14950, "for five years next preceding his appoint­
menthold a certificate to practice architecture in California," is 
appropriate. This requirement should assure that knowledgeable ar­
chitects are· selected for this position. 

Agriculture and Services Agency 

CALIFORNIA PUBLIC BROADCASTING COMMISSION 

Item 166.1 a from the California 
Public Broadcasting Fund Budget p. 326 

a The Budget Bill does not include an item for the commission. This item number is used for organizational 
and discussion purposes only. .' 

Requested' 1976-77 ......................................................................... . 
Estirriated 1975-76 .......................................................... ; ............... .. 
Total recommended reduction ................................................... . 

$(130,000) 
..(53,000) 
Pending 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

l.Legislative consideration .. Withhold recommendation 
pending presentation of commission's program. 

Analysis 
page 

261 

GENERAL PROGRAM STATEMENT 

. The 11 ~member California Public Broadcasting Commission was estab­
lished effective January 1, 1976 by Chapter 1227, Statutes of 1975, as an 
indepeIldent entity in state government in order to encourage the growth 
and development . of public broadcasting. The commission is to assume 'all 
educational television responsibilities held formerly by the Department of 
G~neral Services. Specified duties and powers of the commission incluqe 
(1) 'making grants to public broadcasting stations, (2) facilitating state­
wide distribution of public television and radio programs, (3) applying for, 
receiving and distributing funds, (4) conducting research, (5) promulgat­
ing regulations, and (6) reporting annually to the Governor and Legisla­
ture. 
'. The 11-member commission is composed of (1) the Superintendent of 
Public Instruction, (2) the Director of the Postsecondary Education Com­
mission, (3) two appointees of the Senate Rules Committee, (4) two ap­
pointees of the Speaker of the Assembly and (5) five appointees of the 
Governor. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation pending presentation of proposed pro­
gram of the commission. 
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CALIFORNIA PUBLIC BROADCASTING COMMISSION-Continued 

Program Funding 

Chapter 1227, which created the commission, established the California 
Public Broadcasting Fund and transferred to it $183,000 from the General 
Fund in 197~76. That measure did not specify the annual level of program . 
expenditures by the commission, or source of program funds. The Gover­
nor's Budget allocates the entire $183,000 transferred to the California 
Public Broadcasting Fund to support the commission's activities through 
June 30,1977. Of this amount, $53,000 is for expenditure during the 197~76 
fiscal year and $130,000 for expenditure in 1976-77. No other program 
funding is budgeted. For this reason, the commission's budget is not in­
cluded under a specific item in the 1976 Budget Bill and, therefore, would 
not normally be subject to review by the Legislature in the budget hear­
ings. 

For administrative support to the commission, the budget proposes 3,2 . 
positions consisting of an executive secretary, analyst, stenographer and 
0.2 staff years of temporary help plus related expenses totaling $42,226 in 
197~76 and $83,998 in 1976-77. In addition to administrative expenses, the 
budget provides $10,774 in 1975-76 and $46,002 in 1976-77 for grants to 
public broadcasting stations. Under the provisions of Chapter 1227, the 
grants would be distributed between public television and public radio 
broadcasting stations as follows: 

Radio ............................................................................ .. 
Television .................................................................... .. 

Totals ........................................................................ .. 

Percent 
83.25% 
16.75 

IOQ.OO% 

1975-76 
$8,969 
1,805 

$10,774 

Program Should Be Subject to Legislative Consideration 

1976-77 
$38,297 

7,705 

$46,002 

We include discussion of the commission in our Analysis although it is 
not included in the Budget Bill because we believe its activities should be . 
subject to legislative consideration and approval regarding public policy, 
program direction and funding. As of the date of this writing, the five 
Governor's appointments have not been made and the commission has not 
met. As a result, the budget was developed without input from the com­
mission. We are withholding our recommendation on this item pending 
development of the commission's program. 
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Agriculture and Services 

BOARD OF CONTROL 

Item 167 from the General 
Fund Budget p. 324 

Requested 1976-77 ......................................................................... . $307,789 
505,278 
316,368 

Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ........................................ ; ........................................ . 

Requested decrease $197,489 (39.1 percent) 
Total recommended reduction ................................................... . None 

GENERAL PROGRAM STATEMENT 

The Board of Control investigates and processes all claims for money or 
damages against the state. These include tort liability claims, claims of 
citizens benefiting the public and claims of victims of crimes of violence. 
The board also reviews nUJIlerous fiscal· transactions including discharge 
of accounts receivable of the state, refunds, credits and cancellation of 
taxes, sale and disposal of unclaimed property and transfer of funds 
between state agencies. It also determines each state agency's pro rata 
share of the costs of statewide administrative programs, rules on employee 
travel claims, and holds hearings on appeals regarding rulings by the 
Office of Procurement on contract bid awards and other purchasing mat­
ters. 

Funds are included in this item for the statewide suggestion system 
which is administered by a five-member Merit Award Board appointed by 
the Board of Control. Activities of this program include establishing stand­
ards and policies, providing guidance and assistance. to departments and 
agencies and reviewing suggestion evaluations. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The decrease of $197,489 or 39.1 percent proposed for the General Fund 

appropriation reflects the transfer of t4e board's administrative costs for 
processing claims of crime victims. to the Indemnification of Private Citi­
zens program (victims of violent crimes, Item 50). These costs are now 
identified as reimbursements under this item. Table 1 shows the board's 
proposed funding and expenditures for the budget year. 

Table 1 
Budget Summary 

Funding 
General Fund appropriation ..................... . 
Reimbursements .......................................... .. 

Total Expenditures ........................................ .. 
Man·years ........................................................... . 

Estimated Proposed 
.197~76 1976-77 

$505,278 
46,317 

$551,595 
25.5 

$307,789 
290,261 

$598,050 
26.8 

Change from 
Current Year 

AmOl!l1t Percent 

$-197,489 
243,944 

$46,455 
1.3 

-39.1% 
526.7 

8.4% 
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The board's reimbursement level also reflects the proposedacldition of 
1.3 positions to handle increased workload in the victims of violent crime~'. 
program. An additional $10,000 is requested to obtain professional serYlci;is . 
from the Office of Administrative Hearings as a means of relieving some 
of the board's projected workload as shown in Table 2. . ' .' ,'" .... '0 

Table 2 
Workload Measures 

r 1974-75 
Crime victim claims ................................ :......................................... 4,287 
Other ciaims .................................................................... : ................ :.. 4,830 
Merit award suggestions ................................... , .............. ,............... 3,053 

1975-76 
6,500 
5,978 
3,350 

Agriculture and Services Agency 

DEPARTMENT OF INDUSTRIAL. RELATIONS 

'1976-77" 
'8,300 .' 
7,293, , 
3,700 

Items 168 and 169 from the 
General Fund Budget p.' 329' 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ..... ; .......................................................................... .. 

$55,42,(,480 
58,250;940 
42,875,048 

Requested decrease $2,823,460 (4.9 percent) 
Total recommended reduction .................................................. .. 

1976-n FUNDING BY ITEM AND SOURCE 
Item 
168 
169 

Description 
Department Support 
Local Mandates 

Fund 
General 
General 

None 

AInoUllt 
$401126,543, . 
14,700,937 

$55;427;480 

An;Uys!s. 
SUMMARY OF MAJOR ISSUES AND RECOMMEN~ATIONS p~ge 

1. Administration. Recommend legislation. requiring all divi- .. 268., 
sion chiefs to be appointed by Director of Industrial Rela-
tions, subject to state civil service regulations, rather than by 
Governor. 

2. Division of Fair Employment Practices. Recommend legis­
lation making the Chief of the Division of Fair Employment 
Practices, rather than Fair Employment Practice Commis-
sion, responsible for settling alleged discrimination cases. 

3. Uninsured Employers' Fund. Recommend legislation ree, 
pealing the program. 

269 
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GENERAL PROGRAM STATEMENT 

The purpose of the' Department of Industrial Relations 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 depa~tment 
provides services' through the following nine programs: 

l. Administrative Supporting Services, whiCh includes the Office of the 
Director, provides overall policy direction, legal and public information, 
management analysis, fiscal management, personnel and training .and 
data processing services. 

2. The Self-Insurance PlansUilit, which issues certificates of self-insur­
ance to those enterpriSes demonstrating financial capability tocompen­
sate their workers fully for industrial injuries and monitors financial 
transactions involving such injuries. 

3. The State Conciliation Service, which investigates 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. . 

5. The Division of Industrial Safety, which administers 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. . . 
:.6. The Division of Labor Sta~dards Enforcement, 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, child 
labor, the licensing of artists' managers and farm labor contractors. This 
division was created by Reorganization Plan No.2 of the current legisla­
tive session by consolidating, as we recommended, the former Divisions 
of Labor LawEnforcemeilt and Industrial Welfare. 

7. ,The Division·of Apprenticeship Standards, which promotes appren­
ticeship progr.amsan<i' other "on-the-job" training for apprentices and 
journeymen, promotes equal oPI>ortunity practices in these programs and 
inspects, apprqvesand monitors such programs for veterans under a con­
tract with the U.S. Veterans Administration. 

8. The Division of Labor Statistics and Research, which gathers data 
regarding collective bargaining agreements, work stoppages, union mem­
bership and, work-related injuries and illness as part of the Cal-OSHA plan 
for use; among other things, in identifying high-hazard industries Jor in-
tensified safety enforcement efforts. ' . 

9: The Division' of Fair 'Employment Practices, which enforces laws 
promoting equal opportunity in housing and employment on the basis of 
race, religion, creed, national origin, ancestry, sex;, marital status, age, 
physical handicaps, all:d medical conditions relating to cancer. 
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DEPARTMENT OF INDUSTRIAL RELATIONS-Continued 

Legislative Mandated Local CostS 

Under Section 2231 (a) of the Revenue and Taxation Code, the state 
reimburses local governmental agencies for increased costs mandated by .. 
state legislation. enacted after January 1, 1973. The budget containsfund­
ing for the following four mandates within the program area of theDe" 
partment of Industrial Relations, all relating to workers' compensation 
benefits which affect local entities as employers. 

(a) Chapter 1021, Statt,lte,s of 1973, which reduced the period over 
which an injury must extend to qualify a worker for dis,ability benefits. 

(b) Chapter 1022, Statutes of, 1973, which increased' workers' death 
benefits. 

(c) Chapter 1023, Statutes of 1973, which increased the maximum rate' 
of workers' disability payments. 

(d) Chapter 1147, Statutes of 1973, which increased the mileagereiril~. 
bursement rate paid to workers required to undergo medical examina~ 
tions for determining eligibility for compensation benefits. . 

ANALYSIS AND RECOMMENDATIONS 

The department's proposed General Fund appropriation of $55,427,48() 
is 4.9 percent below estimated General Fund expenditures for the cUI:rerit 
year. The request consists of $40,726,543 (Item 168) for support of the 
department and $14,700,937 (Item 169) for legislative mandates. The de­
partment's proposed expenditure program, including reimbursements 
and federal funds, totals $63,949,027. Table 1 shows funding sources and 
expenditures by program. . , . 

The department's proposed net program decrease of $2;872,532 (as<re­
flected in Table 1) results from an increase of $1,828,473 in support costs 
offset by a decrease of $4,701,005 in mandated local program expendit:ur~s. 
The decrease in legislative mandates reflects one-time adjustments in the 
current year resulting from (1) Chapter 1084, Statutes of 1975, which 
appropriated $5,028,000 to covel' a reimbursement deficiency in 1974-75 
and (2) Chapter 1086, Statutes of 1975, which appropriated $373,204' f6r 
claims filed in 1973 that were inadvertently submitted too lateforf~nd#ig. 
The budget also shows an anticipated deficiency authorization in the 
amount of $2,718,676 for the local assistance program in the current year. 

The reduction in anticipated federal funds reflects a reduction in the 
veteran's apprenticeship training program and the termination of a, con­
tract· with the federal Equal EmploYIIlEmt, Opportunity Commissiot;l 
(EEOC) under which the Fair Employment PracticeCommissipt} ,p~r­
forms work for EEOC. However, the department expects the contract to 
be renewed in the budget year. ,. . ,. . 

Proposed New Positions 

The increase in the support budget is mainly attributable'to'the 
proposed net addition of 64.5 new positions (see Table 2), most of which 
are requested on a workload basis. Included, however, are an additional 
departmental deputy director authorized by Chapter 993, Statutes of 1973, 
and two associate research analysts for the Division of Apprenticeship 
Standards. The new deputy is proposed to assist the director to exercise 
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, ,Table,', 
Budget Summary' ' 

Funding 
General Fund : ..................................................... .. 
Reimbursements ................................................•... 
Federal' funds ......................................................... . 

Total ......•............................................................... 
Programs 
A~str~tive .support Distributed to Other 

Programs ............................................................. . 
Undistributed or Distributed to Other State 
"Dep'artrnents ............................... ; ..................... . 
Man-years ........................................................... . 

Regulation of Workers' Compensation Self-In-
surance Plans ..................................................... . 
Man:years ........................................................... . 

Coflciliatioil of Employer-Employee Disputes 
(StatE!' Conciliation Service) ........................ .. 
Man-years .......................................................... .. 

Adjudication of Workers' Compensation Dis-
putes (Division of Industrial Accidents) .. .. 
'Man~years ........................ , ................................. .. 

Prevention 'of Industrial Injuries and Deaths 
'(Divfiion ofIndtistriai Safety) .................... .. 
':Man-years .......................................................... .. 

Enforcement 'of Laws Relating to Wages, 
How:sand Working Conditions (Division of 

• tabor Standards Enforcement) .................. .. 
Man-years' .......................................................... .. 

Apprenticeship and Other on the Job Training 
'(Division of Apprenticeship Standards) ..... . 
, Man,years ........................................................... . 

Labor Force Research and Data Dissemina­
tlpn' (Division of Labor Statistics and Re-

, 'search) ... : ............................................................ .. 
:'Man-yead' ... ; ...................................................... .. 

The I1revention and Elimination of Discrimi­
_ lli.lti~!l)iri :E~ployment and Housing, (Divi-
. siill:tof Fair Employment Practices) .......... .. 

SU~~:~::~::::::::::::::::::::::::::;:::::::::::::::::::::::::::::::::: 
Man'years .......................................................... .. 

L.egiSlatiye Mandates .......................................... .. 

Estimated 
1975-76 

$58,250,940 
458,848 

8,111,771 
$66,821,559 

,~.;; , 

; ':-"{"f ~. ;: r 

($2,210,154) • 

$114;069 
115.7 

$310,341 
13.6 

$622,854 
21.3 

$15,560,092 
636.5 

$17,505,569 
540.0 

$6,764,564 
300.0 

$3,148,711 
131.5 

$1,145,936 
SO.8 

$2,247,481 
94.1 

$47,419,617 
1,903.5 

$19,401,942 

Proposed 
1976-77 

$55,427,480 
504,941 

8,016,606 
$63,949,027 

",($2;438,892) 

$70,000 
122.6 

$376,861 
16.5 

$694,349 
23.2 

$16,626,260 
670.4 

$17,808,848 
548.1 

$7,043,557 
313.5 

$3,183,787 
130.2 

$1,177,837 
53.3 

$2,266,591 
91.2, 

• $49,248,090 
1,969.0 

$14,700,937 

Change 
Amount Percent 

$-2,823,460 -4.9% 
46,093 10.1 

-95,165 -1.2 
, $-2,872,532 -4.3% 

($228,738) 10.3% 

$-44,069 -38.6 
6.9 

$66,520 21.4 
2.9 

$71,495 11.5 
1.9 

$1,066,168 6.9 
33.9 

$303,279 1.7 
8.1 

$278,993 4.1 
13.5 

$35,076 1.1 
-1.3 

$31,901 2.8 
2.5 

$19,110 0.9 
-2.9 

$1,828,473 3.9 
65.5 

$-4,701,005 -24.2 
-; :.Total:.· ..................... ; ................. ;........................ $66,821,559" $63,949,027 ~2,872,532 -4.3% 

greater: 'control over the departmental programs. The two associate re­
searth analysts are proposed to explore the possibility of adding additional , 
occ'up'ational fields to, the apprenticeship program. 

The proposed new positions also include three additional safety engi­
neers for the OSHA program to perform fire safety inspections previously 
pe,rf()rmed by the State Fire Marshal under a $332.337 contract with the 
de,jj~r,tmyPt. The cOtltract has been canceled' because the department 
belieyes'Jts starr can perform these in~pections, thereby eliminating one 
ofrthe three, state agencies involved in the OSHA Inspection program. The 
Dep!l,rt~ent of Health will continue providing inspections fnvolving occu~ 

;. " 
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pational health. Data on the department's proposed new positions are 
presented in Table 2. 

Table 2 
Proposed New Positions 

Department of Industrial Relations 

Number of New 
Professional Number of 

Organizational and Technical New Clerical Annual 
Unit. Posibons Positions Cost 

Administration ............. : .......... 3 3 $97,452 
Self Insurance Plans .............. 2 1 38,244 
State Conciliation Service .. 2 0 43,272 
Division of Industrial Acci· 

dents .................................. 18 17 535,248 
Division of Industrial Safety 5.5 1 98,592 

OSHA Appeals Board .......... 1 0 27,612 

OSHA Standards Board ........ 0 27,612 

Division of Labor Standards 
Enforcement .................. 11 6 219,900 

Division of Apprenticeship 
Standards ........................ 2 0 33,048 

Division of Labor Research 
and Statistics .................. 2 32,592 

Total .................................. 46.5 30 $1,153,572 

Total Proposed New Posi· 
tions .................................. 76.5 $1,153,572 

Total Workload and Ad· 
ministrative Adjust-
ments ................................ -12.0 -205,197 

. Net Total New Positions ...... 64.5 $948,375 

Source of 
FUnding 

General Fund 
Reimbursements 
General Fund 

General Fund 
General Fund, 
Federal furids . 
General Fund, 
Federal furids 
General Fund, 
Federal funds 

General Fund, 
Federal furids 

General.Fund 

General Fun<;l 

Although the department proposes a net increase of 64.5 positions, its 
proposed man-years increase by 65.5. This difference reflects administra­
tive adjustments and salary savings in both the current and budget years. 

ADMINISTRATION 

We recommend legislation requiring all future division chiefs to' be 
appointed by the Director of Industrial Relations, subject to competitive 
examination under state civil service regulations, fatherthan by the Gov­
ernor. 

Under current law, all division chiefs, with the exception of the supervi­
sor of the State Conciliation Service, are appointed by the Governor but 
serve at the pleasure of the director. Because of this, the department tends 
at times to resemble nine autonomous programs rather than a single 
unified department. Moreover, because division chiefs generally change 
every four to eight years, it is difficult to develop and maintain consistent 
and uniform operating procedures and workload standards in the divi­
sions. 
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THE PREVENTION 'AND ELIMINATION OF 
DISCRIMINATION IN EMPLOYMENT AND HOUSING 

, (Division of Fair EmplOyment Practices) 

We recommend legislation making the Chief of the Division of Fair 
Employment Practices responsible for settling cases of alleged discriminIJ­
tion within a policy framework estabhshed by the Fair Employment Prac-
tice Commission and subject to appeal to the commission. ' 

Under current law, the entire Fair Employmen~ Practices program is 
under the direction and control of the part-time, seven-member Fair 
Employment Practice Commission (FEPC). Each commissioner serves 
without salary but receives $50 per diein'plus travel expenses. Under 
current law, a commissioner controls the investigation, dismissal or settle­
ment of every complaint. In addition, each commissioner clears the issu­
ance of all written reports such as affirmative action plans. Division staff 
serve, as their titles imply, as "consultants" to the commissioners in investi­
gating complaints or developing affirmative action plans. 

The program has grown too large and complex to continue to operate 
in this manner. The total number of complaints has increased from ap­
proximately 500 annually when the program began in 1959 to approxi­
mately 5,900 in the budget year. Part of this increase is due to the extension 
of the FEPC'sjurisdiction to matters involving discrimination based on 
sex, mari.tal status, age, physical handicaps and medical conditions relating 
to cancer. The part-time commissioners are now unable to handle the 
large number of complaints received, as evidenced by the fact that it takes 
an average of one year to resolve a formal complaint once it has been filed. 
We therefore believe that the Chief of the Division of Fair Employment 
Practices and his staff should be made responsible for settling cases of 
alleged discrimination, with the role of the commission limited to estab­
lishing broad overall policy for the division within the framework of the 
law and hearing appeals of decisions by the chief and his staff. We also 
believe that adoption of this recommendation would establish a higher 
degree of accountability for program performance that has been lacking 
under the existing organizational structure. 

UNINSURED EMPLOYERS' FUND 

We recommend legislation repealing the Uninsured Employers' Fund 
program. 

The Uninsured Employers' Fund, was established by Chapter 1598, Stat­
utes of 1971 (operative March 4, 1972) , for the purpose of providing work­
ers'compensation benefits for employees, injured in the course of their 
work, whose employers fail to provide compensation. It was contemplated 
that the program would be self-supporting, but experience to date indi­
cates .that this will not be the case. The program is supposed to operate 
in the following manner. 

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 
awar.d:from the uninsured employer through civil action. The .recovered 
award, plus a penalty equivalent to a year's premium. 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. 



270 / AGRICULTURE AND SERVICES Items 168-169 

DEPARTMENT OF INDUSTRIAL RELATIONS-Continued 

The Attorney General is responsible for legal defense of the fund and is 
reimbursed for his services at the rate of $32.50 per attorney hour in the 
current year and $35 per attorney hour in the budget year. 

The State Compensation Insurance Fund (a public enterprise) charges 
the Uninsured Employers' 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' com­
pensation insurance (had he been insured) for purposes of establishing 
the employer's penalty: The fund was "seeded" with $50,000 borrowed 
from the Human Resources Development Contingent Fund, which 
amount has not been repaid. 

As shown in Table3, the fund is now depleted, having, as of November 
, 30, 1975, approximately $1.7 million in outstanding obligations which could 

not be paid. Since its inception, the fund has paid only 59 claims totaling 
$74,115. 

Receipts 

Table 3 
Financial Status of the Uninsured Employers' Fund 

As of November 30, 1975 
Department of Industrial Relations 

Amount initially borrowed from the Human Resources Development Contingent 
Fund ........................................................................................................................................... . 

Penalties and Recoveries ......................................................................................................... . 
Allocation from the Emergency Fund ................................................................................. . 

Total Receipts ......................................................................................................................... . 

Disbursements 
Payment for 59 claims ............... ; ............................................................................................... . 
Attorney General Legal Services .................. : ........................................................................ . 
State Compensation Insurance Fund Services ................................................................... . 
State Controller's Services ... ; ......................................... : ......................................................... . 

Total Disbursements ............................................................................................................. . 

$50,000 
36,543 
22,960 

$109,503 

$74,115 
16,856 

1,993 
442 

$93,406 

Balance in Fund as of November 30, 1975 ....................................................... :.................... $16,097 
Unpaid Obligations 

277 Unpaid Claims ............................................................................ :.......................................... 1,367,205 
Attorney General legal services (1/1173 to 10/31175) ...................................................... 98,952 
State Compensation Insurance Fund Services 

(4/1/73 to 10/31/75) .............................................................................................................. 172,723 
Repayment to Human Resources Development Contingent Fund .............................. 50,000 

Total Unpaid Obligations as of November 30, 1975 ..... : ......... :........................................ $1,688,880 
Total Unpaid Obligations Minus Balance in Fund ................................................... ;...... $1,672,783 

As we have pointed out for the past three 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. 

In p~st years we reviewed the problems of this program and recom­
mended either (1) abolishment'ofthe program, (2) corrective legislation 
and General Fund support for the program, or (3) a constitutional amend­
ment to finance the program from a special tax on insurance companies. 
In demonstrating preference for the second alternative, the Legislature 
augmented the fund by $150,000 (Item 154.1) in 1973 and $1,366,000 (Item 
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178.1) in 1974, which the Governor vetoed on the basis that the program 
should become self-supp()rting. 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 administration or legal services, would be provided for the pro­
gram. This policy has been continued by the present adminh,tration. 

We believe this policy is unsupportable because claims are now being 
filed at the rate of 60 per month and, as reflected in Table 3, 277 claims 
totaling $1,367,205 have been awarded by the Workers' Compensation 
Appeals Board but cannot be paid for lack of money. After completing the 
process of.having his claims 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 few claims 
now being paid were filed over two years ago. Under present funding 
provisions, it is clear that most claims will never be paid. Further, the state 
is unable to defend itself ~dequately against these claims. With the in­
crease in the number of claims and without budget~d financial support, 
the Department ofJustice is not supplying attorneys to defend the state's 
interest in all proceedings where these claims are litigated. Moreover, the 
State Compensation Insurance Fund is unable, without financial support, 
to supply a medical evaluation of the injury to assist in the defense of the 
claim. This program should be repealed in view of the unwillingness of the 
administration to fund it. If the Legislature desires to continue an unin­
sured employers' fund program, it should reestablish it ona solid financial 
basis. 

Agriculture and Services .Agency 

WORKERS' COMPENSATION BENEFITS FOR 
.SUBSEQUENT INJURIES 

Item 170 from the General fund Budget p. 345 

Requested 197&-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................. . 

Requested increase $312,000 (26.3 percent) 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$1,500,000 
1,188,000 
1,121,877 

None 

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

The cost of this program is paid by an anrJual budget appropriation and 
by revenue from Chapter 1334, Statutes of 1972 (as amended by Chapter 
21, Statutes of 1973) which implemented Proposition 13 of that year. This 
legislation requires employers or their insurance carriers to pay to the 
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state, in a lump sum, workers' compensation 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 State Compensation Insurance Fund (a 
public enterprise). The money appropriated by this item includes. the 
service charges of that agency and the Attorney General who repres~nts 
the state's interests in the hearings before the appeals board or. comt .. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The proposed funding and expenditures for the subsequent injury pro­

gram, shown in Table 1, are based on estimates prepared by the State 
Compensation Insurance Fund which administers the program. An es.­
timated 460 subsequent injury claims will be processed in the budget year 
compared to 450 in 1974-75. . 

Table 1 
Budget Summary 

Funding 
General Fund 

Appropriation (Item 170) ................................ .. 
Chapter 1334, Statutes of 1973 (Death Benefit 

Payments) a ..................................................... . 

TOTAL ..................................................................... . 
Program 

Benefit Payments .................................... , .......... . 
State Compensation Insurance Food Service 

Charges ............................................................. . 
Attorney General .............................................. .. 

TOTAL ..................................................................... . 

Estimated 
1975-76 

$1,188,000 

1,600,000 

$2,788,000 

$2,161,524 

108,076 
518,400 

$2,788,000 

Proposed 
1976-77 

$1,500,000 

1,700,000 

$3,200,000 

$2,528,357 

126,418 
545,225 

$3,200,000 

Changefiom 
Current ·Year· .. 

Amount Per~enl 

$312,000 26.3% 

100,000 6~3 

$412,000 14.8% 

$366,833 

18,342 
26,825 

$412,000 

17.0% 

17.0 
5.2 

14.8% 
a Under current law, each workers' compensation death benefit payable to the state under this program 

totals $36,432.53. However, many claims involving disputes as to whether they are industrially related 
are settled for lower amounts to avoid extensive litigation. 

Agriculture and Services 

WORKERS' COMPENSATION FOR DISASTER SERVICE 
WORKERS . 

Item 171 from the General 
Fund 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 .................................................................... ~ ...... . 
Actual 1974-75 ........................ ~ ........................................................ . 

Requested increase None 
. Total recommended reduction .................................................. .. 

$125,000 
. . ~25,000 
. ... '72;562 

•... None 
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ANALYSIS, AND RECOMMENDATIONS 

',' We recommend approval. 
This item provides funds for the payment of workers' compensation 

benefits to vqlunteer 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. 

Agriculture and Services Agency 

STATE PERSONNEL BOARD 

Item 172 from the General 
Fund' and Item 173 from the 
Cooperative Personnel Serv­
ices Revolving Fund Budget p. 347 

Requested 1976-77 .............. :: ......................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................. , ............................................... . 

$17,493,889 
, 17,127,419 

12,704,399 
Requested increase $366,470 (2.1 percent) 

Total recommended reduction .................................................... ' 

1976-77 FUNDING BY ITEM AND SOURCE 

Item 
172 

173 

Description 
State Personnel Board (SPB). For 
direct support of board's opera­
tions. 
Local government services. For 
support in fonn of revenues for 
services provided. 

Subtotal of board's items included 
in this Analysis. 
Reimbursements (to various SPB 
programs for services to state lmd 
other government agencies). 

Total expenditures bu~geted 

Fund 
General 

Cooperative Personnel 
Services Revolving 
Fund. 

SUMMARY OF MAJOR ISSU,ES AND RECOMMENDATIONS 

Amount 
$16,303,511 

1,190,378 

$17,493,889 

2,030,998 

$19,524,887 

1. ,Building Alterations. ,Revert to General Fund the balance 
" ' of $500,000 reserved for alterations. Amount reserved by 

,SPB from 1974-75 and 1975-76 Budget Act appropriations. 
2. Furniture and Equipment. Reduce Item 172 by 

$110,268. Recommend deletion of proposed furniture and 
equipment replacement. 

$268,629 

Analysis 
page 
274 

279 

Analysis 
page 

275 

276 
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3. Consultant and Professional Services. Reduceltem 172 by 276 
$145,601. Recommend reduction to correct double budg-
eting of expenses associated with consultant and profes~ 
sional services. 

4. Travel Expenses. Reduce Item 172 by $12,760. Recom- 277 
, mend reduction to correct overbudgeting for out-of-state 

travel. " 
,5. Loan Repayment. Recommend balance of General Fund 279 

loan to revolving fund be (a) repaid by June 30,1978 and (b) 
reflected accurately in budget. 

GENERAL PROGRAM STATEMENT 

The State Personnel Board (SPB) is a constitutional body of five mem­
bers appointed by the Governor for lO-year staggered terms., ThX~\lgh 
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 570 employees under direction of an exec,ll,tive 
officer appointed by the board. The board and its staff also are responsible 
for establishing and administering on a reimbursement basis 'ment'sys­
terns' for city and county welfare, public health and civil'deferise"em­
ployees to ensure compliance with federal requirements. The board staff 
administers a Career Opportunities Development (COD) progriUll;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
menting welfare grants for the recipients' salaries. The board ,also is 
responsible for coordinating affirmative action and equal employment 
opportunity efforts within state and local government agenCies in accord-
ance with state policy and federal law. ' 

ANALYSIS AND RECOMMENDATIONS 

Programs and Resources 

The SPB conducts six programs. Table 1 presents a summary of re­
sources required for each such program during the three-year period 
ending June 30, 1977. For the 1976-77 fiscal year, total expenditures are 
expected to increase $156,843 (0.8 percent) and the total staffis~expected 
to decline by 12.3 positions. The staff reduction is attributable. ptiInarily 
to the discontinuance of (1) 5.3 temporary positions added to the person­
nel management services program for the 1975-76 fiscal year only, t6assist 
in converting employee records to the automated Personnel Information 
Management System (PIMS) operated by the State Controller's office and 
(2) eight temporary positions added to the public employmEmt'lind#ffrm­
ative action program during the 1974-;.75 fiscal year for coordirtatingstate 
participation under the federal Comprehensive Employment arid'Train­
ing Act (CET A) " which is expected to terminate on June 30,' ~976. ' 

. ;, ~_ 1 
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Table 1 
State Personnel Board 

. Summary of Resources Expended by Program 

1974-75 1975-76 1976-77 
Man-years Budget Man-years Budget Man-years Budget 

L Employnient services., .......... 298.4 $5;032,345 . 277.2 $5,678,065 277.6 $5,755,736 
2 .. Personnel management 

services .................... ; ......... 13Ll' 2,226,729 97.9 2,174,942 92.7 2,172,743 
3 .. Personnel development ........ 26.4 807,284 27;7 887,290 27.8 916,271 
4. Public employment and af-

, .' fimiative action .............. 87.8 4,845,749 74.6 8,646,445 66.8 8,595,918 
,~: Local government services .. 109.0 2,237,143 99.3 1,981,302 99.5 2,084,219 
6. Management services (dis- , 

i 'r f,\; 
tributed among other 
programs) ...... : ............. ; .... (134.8) (3,533,740) (138.5) (4,436,409) (139.5) (4,238,102) 

Totals .................................. 652.7 $15,149,550 576.7 $19,368,044 564.4 $19,524,887 

Major liuilding Alterations Without Legislative Review 

.' . W~ rec(Jmmend that the unexpended balance of the $500,000 reserved 
by ih~ $PB for building alterations revert to the General Fund. . 
'fh~.SPBtransferred $250,000 contained in its 1974-75 budget for "con­

Sl,llt1Ultandprofessional services" (Budget page 355, line 10) to the De­
. partment of General Services Architecture Revolving Fund and intends 
.to s.otransfer a like.amount from its 1975-76 budget, providing a total of 
$500,000 to fund major office space alterationsofits building at 801 Capitol 
Mall in Sacramento. ' 

A "Departmental Summary of Planning. and Space Requirements for 
California State Personnel Board" dated May 23, 1975, and related docu­
ments,.were pr~pared at a cost of approximately $25,000 by an architec­
. tural' consulting firm under the' direction of the Department of General 
Services .. We are advised by the Department of General Services that 
,aIIl0unts aqtuallyexpended and committed for expenditure on the project 
by the SPB as of December 31, 1975 totaled approximately $35,000. 

A Questionable Undertaking. We question whether the project's 
benefits would justify its cost. . 

A June 9, 1975, letter from General Services to the SPB stated that the 
project would be only an "interim solution" to the board's space needs 
un~ "'a permanent solution can be found". The SPB has reserved a total 
of$5po,0Q0 which, according to the board's staff, is expected to cover the 

"entire 'project cost. The Department of General Services, however,esti­
.rnab:is that the projectwill require $556,000 for construction cost alone plus 
,an. a:&litional $47,700 for consulting fees and $315,000 for furniture and 
equipment, for a total project cost of $!H8,7oo. 
'In addition, the SPB staffs plan and. schedule for implementing the 
proj~ctappear to be indefinite and unrealistic. For example, the 'staff 
stat,e<i ~hat they are contemplating having five entire floors of the six-floor 
building remodeled at the same time while most of the employees are on 

,¥::tcation, Webelieve that thesize and complexity of thIS project in con­
. Junction with the iargenumber of employees involved would make this 
approach unfeasible. 

Circumvention of Project Review. Because provisions of the StateA.d­
ministrative Manual (SAM) have not been followed, this project has not 
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been subject to proper review by the administrat~on and the Legislature. 
The SAM provides that a building alteration project costing $100,000 or 
more is a major capital outlay project and, as such, must be included as a 
capital outlay item in the Governor's Budget. Under this provision, such 
a project is subject to review by (1) the Department of Finance and the 
Legislature as to its need and proper level of funding and (2) the State 
Public Works Board to ensure compliance with administrative and legisla­
tive intent. 

For these reasons we propose the project be halted and resubmitted in 
the proper manner for review in the budget process. We, therefore, rec­
ommend that the unexpended balance of the $500,000 reserved by the 
SPB for building alterations revert to the General Fund under Control 
Section 11 of the Budget Act. 

In order for future state building alterations to be subject to legislative 
review, we recommend 'in our analysis of the Department of General 
Services, on page 245 under Item 159, that control section language be 
added to the Budget Act requiring that each proposed· state building 
alteration estimated to cost (1) $5,000 to $25,000 be reported to the Legis­
lature on a post-audit basis, (2)$25,000 to $100,000 be reported to the Joint 
Legislative Budget CO:qlmittee at least 30 days prior to the scheduled 
commencement of work and (3) over $100,000 be submitted as a major 
capital outlay item in the Budget Bill. 

New Furniture and Equipment Not Needed 

We recommend that equipment funds of$l1O,268 proposed as "consult­
ant and professional services" be deleted (reduce Item 172, General 
Fund). 

Included in the 1976-77 budget under "consultant and professional serv­
ices" is $110,268 for replacing office furniture and equipment at the SPB 
office building in Sacramento. According to SPB staff, this is for new 
furniture and equipment related to the proposed office remodeling 
project discussed above. We cannot recommend this item for several 
reasons. 

First, we have recommended above that the project not proceed. If this 
recommendation is approved, these funds also should be deleted. 

Second, we believe it is improper to budget these funds as "consultant 
and professional services". They should be shown as equipment. 

Third, we question the need for the equipment because (1) the SPB. 
does not anticipate hiring additional staff, (2) the existing equipment and 
furniture appears adequate for satisfying the board's present staff require­
ments and (3) there would be no justification for upgrading the existing 
furniture or equipment"even if the above building alterations were made. 

Expenses "Double Counted" 

. We recommend that the budget be reduced by $145,601 to correct over 
budgeb"ng for "consultant and professional services" (reduce Item 172, 
General Fund). 

The SPB is being reimbursed fully by the federal government for pro­
viding technical personnel services to the Liberian government. For pro-
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viding these services during the 1976-:-77 fiscal yea,r,the S~B is,to be 
reimbursed a total of $438,000, of which $333,000 is 'for "consultant and 
pfofesslohal services". An examination ofthe board's detailed budget sup­
pbI't'documents reveals that the board has included $478,601 as its consult­
ant ait'dprofessional services to be provided to the Liberian government, 
ratherlhan the correct $333,000 figure for which the board is to be reim­
bursed. The result of this technical error is to overstate the board's Gen­
eral Fund support requirement by $145,601. Therefore, we suggest the 
funding of the SPB budget be reduced accordingly. 

Tra,vel' Expenses Overbudgeted- "':"i' _ _ 

We recommend that the budget be reducedby $12, 760 to correct over­
b'udgetingfor out-oE-state traveJ (reduce Item 172, General Fund). 

',The budget proposes $19,760 for out-of-state-travel which is substantially 
greater than the $5,655 actually expended for this purpose in 1974-75. The 
SPB:isul'lable to explain the reason for such a large increase or how the 
amount requested was developed. Without information of this type we 
b~lieve that out-of-state travel should be adjusted to reflect actual experi­
; ence.: If the $5,655 actual expenditure were adjuste9 for price increase and 
wbtkload, an amount of $7,000 is adequate. 

, " ~\ '- ~ -' "' 

EMPLOYMENT SERVICES' PROGRAM 

jTh~ employment services program includes the responsibility for re­
cruiting, selecting and placing qualified candidates in state jobs. 

PERSONNEL MANAGEMENT SERVICES PROGRAM 

, -Thinjrograminvolves (1) maintaining the state position classification 
andpay plan, (2) providing personnel consultation and services to state 
agencies, (3) processing personnel transactions and (4) administering the 
stca~e.civil service salary and total compensation programs. The total com­
p~nsation progra:fIlis administered by the board in cooperation with the 
PERS., 
~,' . PERSONNEL DEVELOPMENT PROGRAM 

-The stated purpose of this program is to' provide central employee 
dev;~lopment programs and consultation services . 

. ; pUBLIC EMPLOYMENT AND AFFIRMATIVE ACTION PROGRAM 

--The'stated objectives of this program are to (1) provide policy guide­
lines for achieving a fully integrated state work force, (2) assisti,n remov­
trig artificial barriers to the employment of disadvantaged and minority 
persons and (3) assist in developing affirmative action plans. -

Program elements are(l) coordination and program support, (2) wel­
fare-recipient jobs and (3) affirmative action. 

Co~~rehensive Employment a~dTraining Ac~ 
In January 1975, the Governor signed an executive order (1) initiating 

stilte partiCipation under the Federal Comprehensive Employment and 
Trairiing Act (CETA) and (2) directing the SPB to coordinate and man­
age public employment programs under the CETA for jobs in state agen­
Cies. The GET A Public Service Employment Program is intende~ to 
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create additional government jobs during periods of high employment. 
This program, which is expected to expire effective June 30, 1976, is fund­
ed primarily by the federal government. Participant salaries are paid 
entirely from federal funds. The SPB reported that as of December 1975, 
the state had hired over 2,100 persons under the program. 

Welfare Recipients Jobs 

We recommend approval of the $6,12O,4()() General Fund support as 
budgeted 

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 payroll costs of employing welfare recipients dur­
ing their initial on-the-job training period. Prior to 1974-75, the program 
received $7 million annual General Fund support, with $5.5 million ear­
marked for salaries of program participants with the bal~ce available for 
program administration. The. SPB has operated the program since. its 
inception in cooperation with the Employment Development Depart­
ment (EDD) and funds earmarked for salaries have been matched on a 
50/50 basis with EDD work incentive program (WIN) funds (90 percent 
federal) providing a total of $11 million aimually for program participants. 

Reduced Support in 1974-75 in Anticipation of Increased Federal 
Funds. Because it was anticipated that WIN funds would be available in 
1974-75 at a federal-state ratio of 80/20, the requested General Fund 
support in the 1974-75 Govenior's Budget for welfare recipient salaries 
was reduced from $5.5 million to $2 million. When it became apparent that 
the additional WIN funds would not become available as expected, the 
Legislature augmented the budget by $3.5 million, thereby restoring the 
state portion ofthe program's salary funds to $5.5 million. The Goyernor, 
however, vetoed the augmentation. The reduced funding enabledollly 
about 950 welfare recipients to enter public employment under the pro­
gram, an estimated 1,620 fewer recipients than if the augmentation had 
not been vetoed. 

Federal Matching Funds Not A vailable During 1975-76. As a result of 
various complex changes in federal procedures, federal WIN funds were 
not available to match the $5.885 million ($5.5 million plus a $385,000 
cost-of-living adjustment) appropriated from the General Fund for par­
ticipant salaries during the 1975-76 fiscal year. As a result, only about 1,2oQ 
recipients are expected to enter public employment under the program, 
an estimated 890 fewer than if full federal matching funds had been avail­
able. At this·time, however, it appears probable that WIN matching funds 
will be available again on a 50/50 basis during the 1976-77 fiscal year. 

High Benefits in Relation to Costs. Based on information' provided by 
the SPB, 63.5 percent of the program's participants have been placed.in 
permanent government jobs. According to the board's October 15, 1975 
Report to California State Legislature on State Personnel Board Activities 
Underthe Welfare Reform Actof1971 (1) average total cost per program 
participant is approximately $4,200 and (2) government benefits (includ~ 
ing .reduced welfare costs arid- other hard dollar savings) per participant 
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are calculated af $1,571 during the first year and $19;679after the first five 
years. 

The $6,120,400 requested for the 1976-77 fiscal year represents an addi­
tional $235,400 (four percent) cost-of-living adjustment over the $5,885,000 
appropriated for participant salaries in the Budget Act of 1975~ Because 
this level of funding would enable the program (on the expected 50/50 
matching basis) to place approximately 2,800 welfare recipients, we sug­
gest that it be funded at the level requested. 

LOCAL GOVERNMENT SERVICES PROGRAM 

Under this program, which operates on a fully reimbursable basis, the 
SPB (1) provides recruitment, selection and other technical personnel 
and consultant services and (2) approves or operates merit systems for a 
number of local government jurisdictions. 

General Fund Loan Shouid be Repaid Promptly 

We recommend that the balance of the $125,000 transferred from the 
General Fund to the SPB CooperativePersonnel Services Revolving Fund 
be: 

-1; Repaid entirely by June 30, 1978. 
2; Reflected accurately in the Governor's Budget. 
Chapter 838, Statutes of 1973, established the SPB Cooperative Person­

n.el Services Revolving Fund to enable the board to satisfy requests of its 
local government customers in a more responsive manner. In establishing 
the revolving fund, the act transferred $125,000 to it from the General 
Fund and provided that the amount be repaid under conditions mutually 
agreeable to the SPB -and the Department of Finance. 

20-Year Repayment Period Should be Reduced. We are advised by the 
Department of Finance that -the amQunt transferred from the General 
Fund is being repaid at the rate of $6,250 annually over the 20-year period 
ending June 30, 1995. Because of the substantial amount of revolving fund 
revenues received from the board's local government customers (approxi­
mately $1.2 million annually), we believe the board should be required to 
repay the entire balance owed to the General Fund by June 30, 1978. 

Inadequate Fund Statement. The Fund Condition Statement of the 
bo~d's revolving fund presented in the Governor's Budget fails to reflect 
(1 ) transfer of the $125,000 from the General Fund, (2) repayments of the 
amount so transferred and (3) status of the $125,000 (i.e., how it has been 
applied). We propose that in future years the statement be modified to 
overcome these deficiencies. 

MANAGEMENT SERVICES PROGRAM 

This program consists bf executive management and _ central support 
services including accounting, budgeting, personnel, mail and duplicat­
ing. Program costs are distributed among the board's five line programs. 

11--88825 
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Item 174 from the General Fund, Item 
175 from, the, Public Employees' 
Retirement Fund, Item 176 from the 
State Employees' Contingency Re­
serve Fund, Item 177 from the Legis­
lators' Retirement Fund, and'Item 
178 from the General Fund Budget p. 357 

Requested 1976-77 .............. ;; .................................... ; ..................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75' ................................................................................. . 

Requested decrease $138,489 (1.3 percent) 
Total recomniended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 
Item 
174 

175 

176 

177 
178 

Description 
Social Security and TEC Adminis­
tration 
Retirement Administration 

Health Benefits Administration 

Retirement Administration 
Local Assistance (Legislative Man· 
dates) 

Fund 
General 

Public Employees' 
Retirement 
State Employees' Con­
tingency Reserve 
Legislators' Retirement 
General 

SUMMARY OF MAJOR ISSUES AND RIECOMMENDATIONS 

$lO,586,263 
lO,724,752 
8,023,418 

Pending 

Amount 
$351,202 

9,209,m4 

971,987 

40,000 
14,000 

$10,586,263 • 

Analysis 
page 

1. PERS System Redesign Project. Withhold recommendation 
on project pending submission of work plan to the Joint 
Legislative Budget Committee and fiscal committees by 

282 

April 15, 1976. 

GENERAL PROGRAM STATEMENT 

The objective of the Public Employees' Retirement System CPERS) 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 aiding 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 fundedjbintly 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. 

The Public Employees' Retirement System administers three major 
programs: a retirement program, a health benefits program, and a social 
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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 to local 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 
primary 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. Table 1 shows 
selected workload data for the system's retirement program. These data 
indicate that employers made 56.7 percent of total contributions in 1970-
71, but the ratio has increased to 63.2 percent by 1974-75. 

Table 1 
Retirement Program, Selected Workload Data 

Detail 1970-71 1971-72 197PA3 1973-74 1974-75, 
Membership 

State University and the University 
of California ..................................... . 

Public agencies ..... ; ............................ .. 
Total .................................................. .. 

Retired members .................................. .. 
Number contracting agencies ............ .. 
Public employers' contributions a ...... .. 

Public employees' contributions a .... .. 

Benefit payments a ................................ .. 

Death benefits a .................................... .. 

a In millions of dollars 

169,084 
264,342 
433,426 
62,623 

715 
$273.7 
$209.2 . 
$131.1 
$13.5 

172,319 
291,007 
463,326 
72,571 

743 
$298.8 
$221.0 
$168.1 
$14.8 

175,973 
305,277 
481,250 

82,87 
804 

$347.1 
$263.8 
$203.6 
$16.8 

i77,823 
322,386 
500,209 
91,618 

850 
$389.8 
$278.5 
$244.1 
$17.9 

179,269 
356,517 
535,786 
100,321 

901 
$500.1 
$291.0 
$291.4 
$19.8 

The Board of Administration and the staff of the Public Employees' 
Retirement System also administer the Legislators' Retirement System as 
well as the investments of the Legislators' Retirement Fund. Pursuant to 
Chapter 655, Statutes of 1975, the cost of administration is to be paid from 
earnings of the Legislators' Retirement Fund. Chapter 655 appropriated 
$20,000 for this purpose for the last six months of the current year. The 
budget proposes an appropriation of $40,000 for expenditure during 1976-
77. The Legislators' Retirement Fund is reviewed under Item 15 of this 
analysis. 

Appropriation for Mandated Local Costs 

Also included as a PERS expenditure in the Governor's Budget is a 
General Fund appropriation of $14,000 to pay for costs mandated by the 
Legislature on local agencies. Chapter 1322, Statutes of 1974, changed the 
definition of dependent children for the purposes of special death benefits 
for safety members. Nine local agencies are estiinated to be affected by 
this legislation in the budget year at a cost of $14,000. 

While the appropriation made by Item 178 is to the State Controller, the 
expenditure of the funds is reflected in the PERS budget because it is a 
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retirement system related cost. 

ANALYSIS AND RECOMMENDATIONS 

Table 2 outlines the system's proposed funding for 197&-77 andshQws 
the changes from theestimated expenditures in the current year. The net 
change is a proposed reduction of $21,075 or 0.2 percent. 

Table 2 
PERS Budget Summary 

Funding 
General Fund .................. . 
Special funds ....... , .......... .. 

Subtotal .................... .. 
Reimbursements ............ .. 

Total ........................ .. 

Proposed 
1976-77 

$365,202 
10,221,061 

10,586,263 
666,431 

$11,252,694 

Change From Current Year 
Amount Percent 

$36,522 ILl % 
-175,011 -1.7 ' 

-138,489 
116,784 

$-21,075 

-1.3 
21.3 

-0.2% 
a Includes $14,000 appropriated to the State Controller for payment of state mandated costs related to 

PERS. 

Proposed New Positions 

The Governor's Budget proposes 30 new positions to support various 
activities of the system in 197&-71. Eighteen of these positions have been 
administratively established during the current year and are proposed for 
continuation in the budget year, while the remaining 12 positions are 
proposed new for 197&-77. Of the 30 proposed new positions, 13 appear to 
be justified on the basis of increased workload or growth in the system. 
Five of the 13 positions are proposed for the retirement program and the 
remaining eight positions are related to the administration of the system. 

The remaining 17 proposed new positions are related to the PERS sys­
tem redesign project and are discussed below., 

PERS System Redesign Project 

We withhold recommendation on the $374,908 proposed to support the 
PERS system redesign project pending submission of a project work plan 
to the Joint Legislative Budget Committee and the fiscal commitiees of 
the Senate and Assembly by April 15, 1976. 

The Governor's Budget proposes the establishment of 17 new positions 
and the expenditure of $374,908 to continue an effort begun during the 
current year to evaluate the total information processing requirements of 
the Public Employees' Retirement System (PERS). The objective of the 
project is to improve existing automated and manual processes to achieve 
a more cost-effective and efficient departmental operation. The project is 
based on a system redesign plan published by PERS in April 1975, and is 
in accordance with the management review of PERS by the Department 
of Finance published in November 1975. The Finance review states in part 
that " ... procedures which c,ould be automated are.still done manually, 
and those which have been automated have not been developed and 
reviewed." According to PERS, the Department of Finance is anticipating 
this plan by February 15, 1976. . 

Given the magnitude of the task to be performed and the fact that the 
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project director is newly hired, it is our opinion that a February 15 dead­
line imposes a severe restriction on the ability of PERS to develop a 
meaningful work plan, and that an extension of the due date to April 15, 
1976, would allow the development of a plan which is more realistic ·in 

'. terms of the objectives of the redesign project. 

STATE TEACHERS' RETIREMENT SYSTEM 

Item 179 from the Teachers' 
Retirement Fund Budget p. 363 

Requested 1976-77 ......................................... : .. ; •............................ 
Estimated 1975c-76 ................. :· .............. ; ........................................... . 
Actual 1974-75 ................................................................................. : 

$6,067,521 
6,601,619 
5,690,620 

Requested decrease $534,098 (8.1 percent) 
Total recommended augmentation ..................................... , ..... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

.1. 'Member Services Staffing. Augment $24,600. Recommend 
. addition of two clerks to process family benefit claims. 

'2. Microfilm Project. Recommend 1975c-76 appropriation of 
$70,000 be reappropriated for use in the budget year. 

,GENERAL PROGRAM STATEMENT 

$24,600 

Analysis 
page 

285 

286 

The State Teachers' Retirement System (STRS) has the folloWing pri­
mary responsibilities: 

LMaintaining a fiscally sound plan for funding approved benefits. 
2. Providing authorized benefits to members and their beneficiaries in 

a timely manner. 
3. Furnishing pertinent information to teachers, school districts and 

other interested groups. 
The STRS was established in 1913 as a statewide system for payment of 

retireinent benefits to public school teachers. Administratively, it became 
part,of the Department of Education under the jurisdiction of the State 
BoWd of Education. In 1963, the system was placed under the manage­
mer:t~ of a newly created State Teachers' Retirement Board and under the 
administrative jurisdiction of the Agriculture and Services Agency; 

The Governor-appointed members of the board include three members 
eacll from the school system and from the public. The Superintendent of 
Pu~li~Instruction, the State Director of Finance and the State Controller 
are~.x~pfficio members of the board. In addition to having overall manage­
rrientcresponsibility for STRS, the board reviews applications for benefits 
prqyided by the system. 

Administrative expenditures of the STRS are funded out of interest 
'income from the system's investments.at.nostate cost. Therefore, these 

. eXpenditures are excluded from the total state budget figure. 
~ . F:unding of the thebeneflts provided by the system is discussed under 
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"Contributions to the Teachers' Retirement Fund" (Item 343). 

ANALYSIS AND RECOMMENDATIONS 

Staffing and expenditures for the system are summarized in Table 1. 
Table 1 

Budget Requirements of the State Teachers' Retirement System 

Programs 
Records and statistics ..... . 
Member services ............. . 
Accounting ....................... . 
Data processing ............... . 
Management services ..... . 
Administration (Cost dis-

tributed to other. 
programs) ................. . 

Totals ................................. . 
Reimbursements ............. . 

Net Teachers' Retire-
inent Fund Costs ..... . 

Personnel (stall-years) Expenditures 
Actual Estimated Proposed Actual Estimated 
1974-75 1975-76 1976-77 1974-75 1975-76 

164.5 147.7 117.6 $2,496,346 $2,824,434 
69.2 65.9 64.6 1,177,582 1,425,018 
36.7 34.1 33.9 816,190 929,322 
39.0 41.1 40.8 882,058 1,062,071 
22.8 20.9 20.8 537,903 590,774 

9.3 

341.5 

9.0 

318.7 

9.0 

286.7 

(198,035) 

$5,910,079 
-219,459 

$5,690,620 

(218,452) 

$6,831,619 
-230,000 

$6,601,619 

Proposed 
1976-77 

$2,266,687 
1,412,267 

915,724 
1,094,592 

608,251 

(226,156) 

$6,297,521 
-230,000" 

$6,067,521 
a Reimbursements represent actual and projected revenues from administrative fees charged by the STRS 

for refunding contributions to members who leave the system. 

Significant Program Changes for the Budget Year 

Termination of 34 limited-term positions, as well as reduced equipment 
costs and pro rata charges, partially offset by addition of three new posi­
tions and augmentations for increased operating expense in several cate­
gories account for the majority of the proposed $534,098 (8.1 percent) net 
reduction in the budget year. Table 2 details these significant changes. 

Table 2 
Summary of 1976-n Budgetary Changes 

Proposed Changes 
Reductions 

Verification project ........................................................................................... . 
Limited-term positions ..................................................................................... . 
Equipment costs ............................................................................................... . 
Pro rata charges ................................................................................................. . 
One-time, 1975-76 appropriations ............................................................... ... 

Subtotals .................. ; ......................................................................................... . 
Additions 

New positions ..................................................................................................... . 
Disability reexaminations ................................................................................ .. 
Attorney General services ............................................................................... . 
Investment services costs ............................................................................... . 
Merit salary adjustment .................................................................................. .. 

Subtotals ...................................................................................................... : .... .. 

Net change ....................................................................... ; ............................ .. 

Number 
of positions 

-25 
-9 

-34 

3 

3 

-31" 

Fiscal Impact 

$-295,963 
-IOB,505 
-'70,000 

-128,188 
-214,335 b 

$-816,991 

$69,186 
69,240 
SO,OOO 
40,568 
53,899 

$282,893 

$-534,098 
"This figure becomes -32, if adjusted for temporary help used during the current year to handle the 

increasing legal workload for which a new attorney position is being proposed. 
b Includes appropriations for clerical bonus, actuarial study and temporary help. 
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Verification Project Schedul,ed for, Phase-()ut . ' .. ', ' •. 

Commencing in 1971-72, a five-year project was designed to speed up 
the process of verifying member records. It was to produce economies in 
processing retirement applications by eliminating the needto verify serv­
ice records of applicants after receipt of the retirement application, which 
was the procedure prior to initiation of this project. A staff augmentation 
oE50 limited-term positions was scheduled to complete the project by the 
end of 1975-76, at which time these positions were to terminate. Because 
the project did not get fully staffed and underway until 1972-73, the 
Department of Finance agreed to phase it out over a two-year p~riod, 
starting with 25 positions in 1975-76. The proposed reduction of 25 posi­
tion~ for this project represents the second and finaL step of the phase-out 
process. 

Due.to additional workload, changes in the data processing system and 
administrative problems unanticipated at the beginning, the project will 
be only about two-thirds completed by the end of 197~77. However, the 
records of all members over age 42 are expected to be verified by that date 
and the remaining 34 permanently authorized positions are expected to 
maintain the verification process in future years. 

Clerical Positions Should be Continued 

We recommend an augmentation of $24,600 for the permanent estab­
lishmentof two current limited-term clerical positions to process family 
benefit, claims. 

Passage of the Barnes Act (Chapter 1305, Statutes of 1971) provided 
sigulflcant improvements in family and death benefits to members of the 
system, increasing substantially the number oEclaims filed. In addition, 
subsequent legislation removed the need for the member's spouse to be 
a dependent in order to be eligible for family benefits. This action in­
creased'the number of persons eligible for benefits and compounded the 
workload of the Claims Unit of the Member Services Division. During the 
1972-75 period the family benefit-workload (claims filed) of this unit has 
increased by an annual average of 40 percent and, a workload gain of 39 
percent is projected for the budget year. 

In 1973-74, two limited-term clerical positions were approved to assist 
the five clerks authorized for this unit in handling the additional workload. 
However, these two positions are scheduled to terminate on June 30,1976. 

We believe that the past, current and anticipated future workload 
trends justify continuation of these two positions. They will help to attain 
this unit's objective of processing benefit claims in a timely manner. 

Three New Positions 

The three proposed new positions include one analyst to insure prompt 
and accurate monthly payroll and contribution reporting by school dis­
tricts, one staff attorney to handle the increasing legal workload and one 
limited-term analyst position (authorized only for 197~77) to develop 
procedures for verifying continued qualification of disability benefit 
recipients. 
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Operating Expense and Equipment Changes 

The proposed budget also includes several major changes in the operat­
ing expense and equipment categories, as shown in Table 2. Additional 
funds for medical reexaminations ($69,240) are to verify continued qualifi­
cation of disability benefit recipients in order to prevent fraud in this 
program. Funds are also budgeted for legal services ($50,000) provided to 
STRS by the Office of the Attorney General. In the past, the system has 
not been charged for these services but starting in 197&-77, the Attorney 
General will require reimbursement. The increasing cost of investmerit 
services ($40,568), provided for STRS by the Public Employees' Retire­
ment System, must also be funded. 

However, these augmentations are offset by proposed reductions in 
equipment costs ($70,000 for microfilm equipmeIlt) and in pro rata 
charges ($128,188) for the cost of state services p!ovided to the STRS. 

Microfilm Project Needs Reappropriation of Authorized Funds 

We recommend that the 1975-76 appropriation of $70,000 for microfilm 
equipment be reappropriated for use in 1976-77. 

Based on our recommendation last year, the 1975-76 budget authorized 
a two-year project for 1975-76 and 197&-77 to speed up the process of 
microfilming STRS members' records. This project was to produce cost­
savings by permitting the STRS to shift to a more efficient all-microfilm 
system faster than anticipated in 1970 at the beginning of the micr()filming 
process. The approval included a $70,000 appropriation for additional mi­
crofilming equipment. However, this appropriation was made contingent 
on STRS receiving the related staffing from federally-funded public serv­
ice employment programs. As of this writing, STRS has not been able to 
obtain the federal funding for these positions and the prospects for doing 
so during the balance of the current year do not appear favorable. Asa 
result, the $70,000 appropriation is being h~ld by the Controller and will 
revert to the Teachers' Retirement Fund, unless released prior to June 30, 
1976. 

In the event this allocation is not released, we recommend its reappro­
priation for use in the budget year without the restrictioIl regarding fed­
eral funds. This action will permit the STRS to begin the accelerated 
microfilming project, using existing staff, until federal funds become avail­
able for additional staffing. 
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DEPARTMENT OF VETERANS AFFAIRS 

Items 180, 181, 183, and 184 
from the General Fund and 
Item 182 from the Veterans' 
Farm and Home Building 

c Fund Budget p. 366 

Requested 1976-77 .................................... , .................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................. . 

$11,763,500 
12,884,167 
11,070,164 

Requested decrease $1,120,667 (8.7 percent) 
Total recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 
Item 
180 
181 
182 
183 
184 .. 

Description 
Administration 
Educational Grants 
Administration 
Veterans' Home 
Local Assistance 

General 
General 

Fund 

Farm and Home Building 
General 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Food Service Assistants. Reduce Item 183 by $55,400. Rec­
ommend deletion of six food service assistant I positions for 
an annual General Fund savings of $55,400. 

2. Farm and Home Loan Billing Cycle. Withholdrecommen­
dation pending completion of departmental study. 

GENERAL PROGRAM STATEMENT 

$55,400 

Amount 
$1,223,364 
2,000,000 
(354,836) 

7,540,136 
1,000,000 

$11,763,500 

Analysis 
page 

290 

290 

The Department of Veterans Affairs, through four major programs, 
provides services for qualified California veterans and dependents. The 
department's principal aim is to help qualified and needy veterans or 
dependents obtain direct federal or state aid and to' provide a hospital­
nursing-horne-domiciliary facility for those veterans requiring such serv­
ices not otherwise available to them. 

In addition, the department administers a loan program to enable veter­
'an~ to own their own homes, farms or mobilehomes on a more economical 
basis than would be available to them by conventional means. This service 
is self-supporting and self-liquidating from regular payments made by 
participating veterans. 

Farm and Home Loans 

The Farm and Home Loans to Veterans program, also known as the 
Cal-Vet loan program, provides low-interest farm, home and mobilehome 
loans to qualified veterans through the sale of general obligation bonds 
which are redeemed from the monthly payments of the participating 
veterans. Home loans are limited to a maximum of $30,000 except when 
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DEPARTMENT OF VETERANS AFFAIRS-Continued 

a veteran's assets are less than $5,000, in which case the maximum loan is 
$35,000. The maximum loan for a farm is $80,000 and $12,500 for a mobile" 
home. ' ' 

Educational Assistance 

The Educational Assistance to Veterans and Dependents program pro­
vides couriseling and financial assistance to qualified dependents of veter" 
ans who were killed or totally disabled as a result of active military 
services. Full-time college students receive $50 per month and high school 
students receive $20 per month. In past years, financial assistance was 
provided to veterans in addition to their dependents, but this program 
element has been discontinued because of anticipated f,aderallegislation 
to expand G.1. Bill educational benefits. 

Veterans' Claims and Rights 

The Veterans Claims and Rights program provides information to veter­
ans and their dependents concerning the availability of federal and state 
benefits and assists eligible persons in obtaining them. These benefits 
include hospital and out-patient medical and dental care, pensions, insur­
ance, burial benefits, educational assistance, employment preference and 
others. 

County Subvention. The program also administers grants to local vet­
eran service offices, operating in 55 of the state's counties, which assist 
veterans in establishing their claims and rights. Prior to January 1, 1975, 
this subvention was limited to $75 monthly for each county veteran service 
officer. Legislation in 1974 removed this monthly limit and increased the 
total subvention to $1 million. 

Care of Sick and Disabled 

The Care of Sick and Disabled Veterans program operates the Veterans' 
Home in Yountville, which is one of the largest geriatric facilities in the 
country. The home maintains an 854-bed medical and nursing unit and 
domiciliary quarters with a bed capacity of 1,489. The home provides war 
veterans who are California residents with several levels of medical care 
(acute, skilled nursing and intermediate care) , rehabilitation services and 
residential services. The home is licensed by the state and its hospital is 
fully accredited. ' 

Administration 

General Administration provides for administrative implementation of 
policies established by the California Veterans Board and the department 
director. Fiscal, legal, personnel and other functions not specifically as­
signed to the other programs are included in this program. 

ANALYSIS AND RECOMMENDATIONS 

Table 1 details the department's administrative support by funding 
sources, consisting of Items 180, 182 and 183, a continuing appropriation 
from the Farm and Home Building Fund, federal funds and reimburse­
ments. The continuing appropriation ($4,243,731) is provided by Section 
988 of the Military and Veterans Code for administrative support of the 
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Cal-Vet loan program. 
The $2 million contained in Item 181 provides educational grants to 

veterans' dependents. As indicated previously, the administration has ter­
minated grants for veterans because of proposed federal legislation to 
expand G.l. Bill educational benefits. This element of the pr9gram, which 
was budgeted at $2.5 million in 1975-76 (andsubsequently reduced to $1.5 
million) accounts for the net reduction of $1.1 million in state funding for 
the budget year. Item 184 provides $1 million for assistance to county 
veterans service offices. 

Fundini 
General Fund (Item 180) ................ 
General Fund (Item 183) ........•....... 

Total Genenil Fund ................ : ..... 

Special Fund (Item 182) ................ 
Special Fund (Continuing Appro-

priation) ...................................... 

. Subtotal, Special Fund .................. 

Federal (direct) ................................ 
Reimbursements ................................ 

Grand Total ..................................... 

Table 1 
Funding Summary 

Estimated Proposed 
1975-76 1976-1977 
$1,180,282 $1,223,364 
7,203,885 7,540,136 

$8,384,167 $8,763,500 

$322,190 $354,836 

4,310,471 4,243,731 

$4,632,661 $4,598,567 

$3,650,218 $3,771,515 
2,214,002 2,267,062 

$18,881,048 $19,400,644 

Change from 
Current Year 

Amount Percent 
$43,082 3;7% 
336,251 4.7 

$379,333 4.5% 

$32,646 10.1 

-66,740 -1.5 

$-34,094 -0.7% 

$121,297 3.3 
53,060 2.4 

$519,596 2.8% 

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 veteran. 

Table 2 summarizes the department's administrative costs by program. 

Program 
Farm and Home Loan ....................... . 

Man-years ......................................... . 
Educational Assistance ....................... . 

Man-years ......................................... . 
Veterans Claims and Rights ............. . 

Man-years ......................................... . 
Home and HospitaL .......................... . 

Man-years ......................................... . 
General Administration ..................... . 

Man-years .......................................... . 

Total ............................................... . 
Man-years ................................. . 

Table 2 
Program Cost Summary 

Estimated 
1975-76 
$4,310,471 

191.6 
$264,863 

15.3 
$618,012 

37.7 
$13,067,905 

755.2 
$619,797 

(29.6) 

$18,881,048 
999.8 

Proposed 
1976-77 
$4,243,731 

192.2 
$274,898 

15.3 
$641,427 

37.7 
$13,578,513 

768.2 
$662,075 

(29.6) 

$19,400,644 
1,013.4 

Change from 
Current Year 

Amount Percent 
$-66,740 -1.5% 

.6 
$10,035 3.8 

$23,415 3.8 

$510,608 3.9 
13 

$42,278 6.8 

$519,596 2.8% 
13.6 
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DEPARTMENT OF VETERANS AFFAIRS-Continued 

New Positions 

The department and the Veterans Home have a combined authorized 
staff of 1.,030.8. The budget proposes a net increase of 13.6 positions ov~r 
the current level which, after deducting 31.0 man-years for salary savings, 
results in a proposed staffing level of 1,013.4 man-years. . 

The net increase of 13.6 positions consists of one legal counsel flmde:d 
from the Farm and Home Building Fund, 12 geriatric nursirig assista,n,ts 
and one respiratory therapist at the Veterans Home offset by a reduction 
of .4 in temporary help. The legal counsel is needed because of workload 
increases in the Cal-Vet program. Eight of the geriatric nursing assistant 
positions are needed to augment the level of medical supervision in the 
domiciliary units during nights and weekends and to permit the transfer 
of additional residents from nursing units. The remaining four geriatric 
nursing assistants would be trained by the proposed respiratorythera:pist 
to provide professional therapy to those residents requiring such treat­
ments. The department anticipates that the additional positions at the 
Veterans Home will permit an increase in population during the budget 
year which, in turn, will increase both federal funds and reImbursements 
by an amount sufficient to offset approximately 53 percent of the costs for 
the new positions. 

Food Service 

We recommend deletion of six food service assistant I positions in Item 
183 for an annual General Fund saving of $55,400. 

The department advises that it feeds 400 to 450 persons during the noon 
meal at the Veterans' Home main dining hall. This meal has the largest 
number of home members in attendance. The department further·advises 
that 18 food service assistant I's are assigned to serve the noon meal to the 
m'embers and to assist with clean-up duties afterwards. This is a ratio of 
one food service assistant I for each 24 members. 

Our discussions with banquet managers in large restaurants and hotels. 
indicate that the private industry standard is one waitress per 50 diners if 
a uniform meal is to be served to the table, without individual orders; as 
is done at the Veterans' Home, Using this standard, the department should 
be able to meet existing workload with 8.5 positions rather than its current· 
level of 18. However, although the members who attend the noon meal 
at the main dining hall are ambulatory, they do require more attent,ion 
than a diner in a private restaurant. For this reason, approximately 3.5. 
positions above the industry standards would appear to be justifie:d for a 
total of 12 positions. 

Annual Billing 

We withhold recommendation on the billing system in the Farm and 
Home Loan program pending completion of a departmental report on the 
feasibility of changing to an annual cycle. 

In our 1974-75 Analysis, we recommended that the billing cycle for the 
Farm and Home Loan program be placed on a yearly, rather than month~ 
ly, basis for savings of at least $100,000 annually, The Conference Commit-
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tee on the Budget adopted language recommending implementation of 
the annual system. In our February 1975, report to the Legislature on 
corp.pliance of state agencies with legislative requests, we noted that· the 
d~partment had this recommendation under study. Subsequently, the 
depill':tment's new director instructed the staff to develop a plan for con­
verting to the annual cycle early in 1976. In examining alternatives for this 
purpose, the dElpartment concluded that savings from an annual billing 
would be substantially less than $100,000 annually (in the range of $20,000 
to $25,000) and that the conversion would result in a loss of flexibility in 
making billing-changes, some of which could be very important. The 
department also estimated EDP costs for the conversion at $70,000. Some 
of the assumptions used by the department in this report were.addressed 
in a Department of Finance management audit of the department dated 
August 1975. This, report concluded that an annual billing system would 
produce net annual savings of $99,900 and recommended its adoption. 

Tlie Department of Veterans Affairs is presently reviewing its cost esti­
mate to reflect the impact of the recent 30 percent increase in postage 
rates and is also investigating the billing experience of private lending 
institutions, some of which we are advised have reported dissatisfaction 
with an annual billing system. We therefore withhold recommendation on 
this issue pending completion of the department's report, which will be 
available for legislative review during the budget hearings. 

Business and Transportation Agency 

. ALCOHOLIC BEVERAGE CONTROL APPEALS BOARD 

Item ,185 from the General 
Fund Budget p. 380 

Requested 1976-77 ..................... ; ................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................ .. 

Requested increase $6,043 (3.3 percent) 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$187,241 
181,198 
142,676 

None 

The Alcoholic Beverage Control Appeals Board was. established by a 
constitutional amendment in 1954 to provide an administrative review for 
any person aggrieved by a decision of the Department of Alcoholic Bever­
age Control relating to penalty assessments or to the issuance, denial, 
transfer, suspension or revocation of any alcoholic beverage license. The 
board consists of a chairman and two members appointed by the Govenlor 
with tbe consent of the Senate. The board members are salaried and meet 
regularly in Los Angeles, San Francisco and Sacramento: Board staff con­
sists of two attorneys and two senior legal stenographers. Approximately 
25 PGrcent of the possible appealable decisions rendered by the depart­
ment over the years have actually been appealed to the board. The board 
is an independent agency and is not subject to departmental control. 
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ALCOHOLIC BEVERAGE CONTROL APPEALS BOARD-Continued 

, The board's single program consists of providing an intermediate ap­
peals forum between the department and the state's courts of appeal, 
which, upon petition, reviews board decisions. During 1974-75, 114 ap­
peals were filed and 107 decisions issued. The appeals board reversed 17 
departmental decisions. As of June 30, 1975, it has processed 4,321 cases 
since its creation in 1954. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The board proposes a budget-year expenditure of $187,241, which is 

$6,043 or 3.3 percent above the current-year estimate. This increase con­
sists of $1,863 for merit salary increases and $4,180 for higher operating 
costs . 

As mentioned in the analysis of the Department of Alcoholic Beverage 
Control (Items 279-280), should the Legislature repeal or modify the 
price-posting program, there would be savings in this item because a high 
proportion of the board's workload involves price-posting violations. 

Business and Transportation Agency 

STATE BANKING DEPARTMENT 

Item 186 from the State Bank­
ing Fund Budget p. 381 

Requested 197&.:.77 ........... ; ............................................................. . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ...................................................................... , .......... . 

$3,461,622 
2,991,302 
2,499,120 

Requested increase $470,320 (15.7 percent) 
Total recommended reduction .......................... ; ........................ . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Research and Information Services. Withhold recommen­
dation of$64,508for one market analyst position, one associ­

'ate economist position and consultant services pending 
review of additional data prior to budget hearings. 

2. Departmental Regulations. Recommend department ex­
plain to the fiscal committees why the second installment of 
regulations has not been issued'as requested by the 1974-75 
Supplementary Report. 

GENERAL PROGRAM STATEMENT 

Pending 

Analysis 
page 

293 

295 

The primary responsibility of the State Banking Department is to pro­
tect the public from economic loss resulting from bank and trust company 
failures. Not all banks in California are regulated by this department 
because some choose to operate under federal authority. 

The department is administered by the Superintendent of Banks, who 


