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GOVERNOR’S OFFICE
Items 26-30 from the General

Fund . Budget p. 15
Requested 19791980 ..........coivvvrrremrcrmvermnieessssnrersisesevesssnssens . $3,190,000
Estimated 1978-1979.............. rireneeeeraneaees et ririeeen et ee e e earerraeas : 3,412,204
Actual 1977=1978 ..o i e 3,304,987

Requested decrease $222,204 (6.5 percent) '

Total recommended redcHON ... ivnirniiseirisnsenss SR None

1979-80 FUNDING BY ITEM AND SOURCE

Item Description - Fund - © Amount

26 Governor’s Office—Support General $2,900,760

b1 Residence—Support (primarily for secu- General 17,400
rity and housekeeping)

28 Contingency Expenses : General 15,000

29 Waorkers’ Compensation Appeals Board General 6,840
Award ;

30 Governor’s Budget—Printing General ) 250,000
Total A : - $3,190,000

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes an expenditure of $3,190,000 for support of the
Governor’s Office, which is $222,204 or 6.5 percent less than the estimated
expenditure in the current-year. Authorized personnel-years for. 1979-80
are budgeted at 82.6, which is a reduction of eight positions from the
current staffing level. However, the major portion of this reduction (six
positions at a cost of $140,184) has been achieved by transferring staff and
related costs of one activity to a new budget item entitled “Office for

Citizen Initiative and Voluntary Action (OCIVA) . This office, which was

created by Chapter 1195, Statutes of 1978, is responsible for max1mlzmg
the use of volunteers in state programs.

The remaining two positions are proposed for deletion in the budget
year. These deletions and other adjustments result in a net increase of
$11,140, or 0.4 percent above estimated expenditures for these activities
during the current year.

Pursuant to Sections 27.1 and 27.2 of the Budget Act of 1978, which
mandated savings in operating expenses and employee compensation, 5.8
positions and $158,000 were deleted from the current- -year budget. These
changes are summanzed in Table 1.

) _ ‘Table e
Governor's 0ff|lca Support Budget

. Positions a  Amounts
As Approved in Item 26, Budget Act of 1978 96.4 $3,178,336
Allocated for Employee Compensation - 9,468
Deleted Pursuant to Sections 27.1 and 27.2, Budget Act of 1978.......coooreeeee —3.8 —158,000
Estimated 1978-79 Budget 9.6 $3,029,804

4—78673
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Transferred to OCIVA -6 — 40,184
Other Changes (Net) —2 11,140
Proposed 197980 Budget 82.6 $2,900,760

The budget includes a separate appropriation (Item 29) to pay a Work-
ers’ Compensation Appeals Board award made in 1976 for which payments
will continue through July 1981. In the current year, the payment is being
made from the Governor’s Office support itemn.

The proposed cost for printing the Governor’s Budget has been reduced
from $350,000 in the current year to $250,000 in the budget year. Actual
costs were $172,967 in 1977-78 and $272,193 in 1976-77. Expenditures for
residence support ($17,400) and contingency expenses ($15,000) are un-
changed from current-year levels.

Governor's Office
SECRETARY OF STATE AND CONSUMER SERVICES

Item 31 from the General Fund Budget p 16

Requested 197980 ...ttt srs s b sssnsssnns $390,220

Estimated 1978-T0....cccoivverrrrrrrrrrisnriessesssssssereressssasaresesssssenes 384,830

Actual 1977-78 ............ eateteeeeseasarer et ee e et t et era st et e s e et enana e be e nes 384,543
Requested increase $5,390 (1.4 percent) '

Total recommended reduction ... ... None

GENERAL PROGRAM STATEMENT

The Secretary of State and Consumer Services, as one of four agency
secretaries in the Governor’s Cabinet, is responsible for providing leader-
ship and policy guidance to the following boards and departments:

. Department of Consumer Affairs

Department of Veterans’ Affairs

Department of General Services

State Fire Marshal

Franchise Tax Board

State Personnel Board

Public Employees’ Retirement System

State Teachers’ Retirement Systemn

Museum of Science and Industry

California Public Broadcasting Commission

In addition, the secretary is responsible for (1) administering the state’s
federally-funded program for improving personnel management in state
and local government through education and training under the Federal
Intergovernmental Personnel Act and (2) coordinating the Governor’s
safety and rehabilitation program for state employees.
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ANALYSIS AND RECOMMENDATIONS -

We recommend approval.

The Secretary of State and Consumer Services is requestmg $390,220
from the General Fund in the budget year, an increase of $5,390 (1.4
percent) above anticipated General Fund expenditures for the current
year. However, total program expenditures (all funds) are reduced by
$18,405 because the budget terminates two limited-term positions (one
technical and one clerical) which were funded by reimbursements of
$23,795 in the 1978-79 fiscal year. The positions were funded under a
federal Title II grant to support the Governor’s Labor/ Consumer Task
Force on Energy Retrofit and Solar Activities.

In last year’s Analysis we pointed out that one of the agency secretary’s
chief assistant positions was occupied by the Department of General Serv-
ices planning officer on a reimbursement basis so that the position could
be filled with an employee who is exempt from civil service. This exempt
appointment is in addition to the two exempt appointments authorized by
law. We stated further that, in our judgment, a better approach would be
for the administration to propose legislation authorizing additional ex-
empt entitlements, if they can be justified. A measure (8B.1778 (Greene))
subsequently was introduced which, among other things, would have au-
thorized such an additional exempt entitlement, but it failed passage.
Consequently, the General Services planning officer continues to occupy
the position on a reimbursement basis. We continue to believe that author-
izing legislation is a more appropriate way of provxdmg the exernpt enti-
tlement than detailing someone from another entity.

Governor's Office
SECRETARY OF BUSINESS AND TRANSPORTATION .

Items 32 and 34 from the Gen-
eral Fund, and Item 33 from

the Motor Vehicle Account Budget p. 17
Requested 1979-80 ......oovrrereenetsesessse e secssssrrasasssssnsssens $844,356
Estimated 1978-T0......cccvuvverercneninneesre s snssssssnisasessssssssssessssies 788,019
ACKIAL 19TTT8 e resse s st s snsa s s sassensasarens 626,621

Requested increase $56 337 (7.1 percent) : -

Total recommended reduction ..., $200,000

1979—80 FUNDING BY ITEM AND SOURCE

Ttern L Descnptlon L .. Fund B . Amount
a2 . . Support . General ) $128,030
B " Support -Motor Vehicle Account o 466,326

34 2 # ° Support - State Energy Resources Con- 150,600
- “ » - servation and Developmerit :
Special - Account, General
Fund
— Support Federal 100,000

Total ' ' $844,356
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SECRETARY OF BUSINESS AND TRANSPORTATION—Continued

Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS ’ page

1. SolarCal Office and Council Reduce Item 34 by $150.000. 21
Recommend deletion of funding because of duplicative ac-
tivities.

2. Legislative Coordinator. Reduce Trem 33 by $50.000. - 22
Recommend denial of requested legislative coordinator in
Washington, D.C., because expected impact will be mini-
mal.

GENERAL PROGRAM STATEMENT

- The Secretary of Business and Transportation is one of four agency
secretaries in the Governor’s Cabinet and administers the Office of the
Business and Transportation Agency. The departments under the agen-
cy’s jurisdiction.can be separated into two general groupings, those related
to business and regulatory functions and those oriented towards transpor-
tation activities. The agency consists of the following:

Business and Regulatory
Department of Alcoholic Beverage Control
Department of Banking
Department of Corporations
Department of Economic and Business Development
Department of Housing and Community Development
Department of Insurance
Department of Real Estate
Department of Savings and Loan
California Housing Finance Agency
Stephen P, Teale Consolidated Data Center

Transportation
California Highway Patrol -
Department of Motor Vehicles
Department of Transportation
Office of Traffic Safety

ANALYSIS AND RECOMMENDATIONS

The budget proposes the expenditure of $1,169,856, which includes: (a)
proposed Budget Bill appropriations totaling $844,356 from the General
Fund, the Motor Vehicle Account, and the State Energy Resources Con-
servation and Development Special Account (hereafter called the Special
Account); (b) federal funds of $100,000; and (c¢) reimbursements in the
amount of $325.500. The proposed budget is $115,826 or 9.0 percent less
than estimated total expenditures in the current year. This reduction is the
net result of changes shown in Table 1.
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Table 1
Secretary of Business and Transportation

Changes in Activities and Funding Levels
1979-80 over 1978-79

- Estimated Proposed :
Activity 1978-79 . 197880 - Change

1. Addition of Legislative Coordinator ............ L= $50,000 $+50,000

2. Administrative Costs . $694,475 . 743,396 +48921

3. Office of Fair Lending ......cccococevelrenmmesen - 83464 106,460 +22,996

4, SolarCal Office and Council.. 258,559 : 270,000 +11,441

5. California Housing Task Force . 10,000 = —10,000

6. Hydrogen Bus Project s SV K — —52,732
7. Administration Adjudication Pilot Project ... 83,702 — —89,702 -

8. Electronic’ Funds Transfers Systems Task ' ‘ . :

Force © 796,750 — —96,750

Total urss s s bsteseennen e~ §1,285,682 41,169,856 $—115,826

The proposed budget includes funding for 23.4 authorized positions.
This represents a decrease of one position from the current year but an
increase of five positions from the number authorized in the 1978 Budget
Act. These five positions were administratively established during the
1978-79 fiscal year for the SolarCal Office and Councd

SolarCal Office and Council

We recommend that refmbursements of 820,000 and fea’era] funds of
$100,000 budgeted in Item 33, and $150,000 appropriated in Item 34; be
deleted in order to eliminate funding for the SolarCal Office and Council.
. The agency budget proposes an expenditure of $270,000 to support the
SolarCal Office and the SolarCal Council. Of this amount, $150,000 is
provided in Item 34 from the Energy Resources Coriservation and Devel-
opment Special Account. Federal funds of $100,000, primarily from the
U.S. Department of Energy, and a reimbursement of $20,000 from the
Energy Commission provide the remaining funding. .

The SolarCal Office and Council were established by executive order in
May 1978. The 26-member council is appointéd by the Governor and is
generally responsible for developing administration policy for “maximum
feasible solar commercialization.” In addition to assisting the council and
advising the Governor and the Secretary of the Business and Transporta-
tion Agency, the SolarCal Office is authorized by the executive order to
“implement the state’s solar energy policy and plans”, carry out solar
commercialization projects, and “coordinate the solar activities of state
agencies”. Five positions, including a director appointed by the Governor,
are. proposed in the agency budget for carrying out the office’s respon-
sibilities.

We believe development of solar energy is an essential step leading to
greater energy self-sufficiency for California. However, in our judgment
the continued existence of the SolarCal Office and Council will not expe-

dite progress in Solar energy because (a) it fragments the responsibility |

of the state agency with statutory authority for solar development, and (b)
the efforts of the office and council could conflict with the Energy Com-
mission’s production of a solar energy “master -plan.”
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SECRETARY OF BUSINESS AND TRANSPORTATION—Continued

Duplicative Activities.” The Legislature has assigned responsibility for
basic solar policy and technical development to the Energy Commission.
Under the provisions of Chapter 276, Statutes of 1974, as amended, the
commission has the authority to sel standards for solar equipment, estab-
lish eligibility gu1dehnes for the solar tax credit, and prescribe criteria for
energy consumption in new buildings. The commission also supplies funds
for solar design and research, publishes design manuals, and works with
builders, industry, local governments and other state agencies to promote
the practlcal use of solar energy in California.

In the absence of a specific work plan and details on how funds would
be used, it is difficult for us to evaluate the Office’s and Council’s proposed
accomphshrnents during the budget year. However, based on the execu-
tive order creating the office, it appears that the office is duplicating-
several of the Energy Commlssmn s responsibilities in the solar energy
area.

Premature Dzrecbons Chapter 1155, Statutes of 1978 dlrects the En-
ergy Commission to produce a plan for the “maximum feas:ble solar im-
plementation in this state by the year 1990.” This plan is due by January
1, 1980, and must identify desirable actions that can'lead to the commer-
cialization of solar energy. Because the plan must be completed in less
than one year, we do not believe that another planning effort is needed

‘at this time. Instead, it appears that the policy and planning activities of

the SolarCal Office and Council could detract from the commission’s ef-
forts and undermine the recommendations contained in the plan.

For these reasons, we'tecommend deletion of proposed funding for the
SolarCal Office and Council. Adoptlon of our recommendation would
result in changes to the schedule in Item 33 as follows: (a) reduce support .

. by’ $270,000; (b) reduce reimbursements by $20,000; (¢) reduce federal

funds by $100,000; and (d) eliminate the transfer of $150,000 from Item 34.
In addition, Item 34 would be deleted for a net reductlon of $150,000.

Additional Legisiative Caordmat.'on Not Neceossary

We recommend that the proposed legislative coordmator posmon in
Washington, D.C, be deleted for a savings of $50,000 in Item 33.

The agency is proposing the addition of a legislative. coordinator in
Washington, D.C,, to help monitor federal legislation and available funds
impacting the state’s business, regulatory, and housing activities.

Agency staff expects that several million dollars in discretionary grants
will be made available each year from the U.S. Department of Housing
and Urban Development (HUD) and the Farmer’s Home Administration
of the U.S. Department of Agriculture, The ¢coordinator would be involved
primarily in securing these funds, as well as keeping the agency current
on pending legislative. proposals whnch could affect the state’s busmess
regulatory functions.

We believe that this request is not warranted for two reasons. First,
there is limited potential for securing additional grant funds due solely to
the coordinator’s involvement. HUD staff has. indicated that although
some funds become available after formula funds have been allocated, the
chances that the proposed coordinator will impact the total level of hous-
ing funds received by California are minimal.
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Second, we believe that the existence of two coordinator positions with-
in the agency structure is unnecessary. Currently, the Department of
Transportation (Caltrans) has a legislative representative in Washington,
D.C., to monitor federal transportation legislation. We believe the need
for a Caltrans representative has been sharply reduced due to the recent
enactment of the Surface Transportation Assistance Act of 1978. Because
upcoming proposals for federal transportation legislation will probably not
be as significant, a single agency representative could monitor federal
proposals for business, housing, and transportation legislation without any
loss in effectiveness. We therefore recommend deletion of the proposed
legislative coordinator position for a savings of $50,000 in Item 33.

Governor's Office
SECRETARY OF HEALTH AND WELFARE

Ttem 35 from the General Fund - I . Budget p. 20

Requested 1979-80 v $2,158,713
Estimated 1978-79....ccvvrievreevernnns 1,219,332
Actual 1977—78 T SO SOV UURUURR RPN 1,027,604
Requested increase $939,381 (77 percent) ‘
Total recommended reduction ........c.coceiveeerivennens rerriesnrareanbens $203,587
197980 FUNDING BY ITEM AND SOURCE
Item Description ‘ Fund Amount
35 Secretary of Health and Welfare General : $1,284,242
. Chapter 800, Statutes of 1978 ‘ 874471
{Transferred from Item 241:3, Budget
Act of 1977, pursuant to Chapter 1199,
. Statutes of 1977) Co
« Total ) : . C . $2,158,713
’ : Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Children and Youth/Rural and Migrant Affairs. Reduce by 24
. $139931. Recommend reduction in amount budgeted for
coordination of children and youth services and rural and
migrant affairs.
2. Multipurpose Senior Services Project. . Reduce by 26
 $33,656. Recommend funding for projects only if waiver -
received from federal government. Recommend reduction
in amount budgeted to augment project.
3. Civil Rights. Reduce by $120,000. Recommend reduction 29
in amount budgeted for coordination of civil rights duties.
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GENERAL PROGRAM STATEMENT

The Secretary of Health and Welfare prowdes the administrative and

policy direction for state departments and organizations respons1ble for
health, welfare, manpower and social services. Under the provisions of
Chapter 1252, Statutes of 1977, the Health and Welfare Agency was reor-
ganized to include the foIlowmg departments as of July 1, 1978

Department of Health Services

Department of Social Services

Department of Mental Health

Department of Developmental Services

Department of Rehabilitation

Department of Aleohol! and Drug. Abuse -

Department of Aging

Department of Corrections

Department of the Youth Authority

Employment Development Department

Office of Statewide Health Planning and Development

Chapter 1252 also requires that the Governor submit to the Legislature
a reorganization plan by January 31, 1979, which provides for the removal
of the Departments of Corrections and the: Youth Authority from the
Health and Welfare Agency by July 1, 1979. ' .

ANALYSIS AND RECOMMENDATIONS

The agency proposes an expenditure of $2,158,713 from the: Ceneral
Fund which is an increase of $939,371 or 77 percent, above the expenditure
level in the current year. Additional funds are requested to (1) 1mplement
the Multipurpose Senior Services Pro;ect and (2) estabhsh 14 new posi-
tions.

Coordination of Rural and Migrant Affairs and Children and Youth Services

We recommend deletion of five positions proposed to expand coordina-
tion for rural and migrant affairs and children and youth activities, for a
savings of $139,931.

The agency has requested three positions and $82,961 to expand its
efforts in the coordination of rural and migrant affairs, and two positions
and $56,970 to expand coordination of children and youth activities. All
five positions are to be reassigned from departments in the agency Specif-
ically, the positions to be reassigned are:

Rural and Migrant. Affairs: 1 CEA T and 1 clencal position from the .

Department of Social Services
1 Associate Government Progra.rn Analyst from the Department of
Health Services

Children and Youth: 1 Research Program Spec1ahst from the Office of
Statewide Health Planning and Development

1 clerical position from the Employment Development Departmeﬁt.

The positions proposed for reassignment are not involved in similar
functions in their current departments.
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Coordination Responsibilities. The agency’s coordination responsibili-
ties in these areas come from several sources. Executive Order. B-17-76,
which was signed by the Governor on May 4, 1976, required that the
Health and Welfare Agency establish a rural and migrant affairs program
coordinator responsible for (1) assuring that the Governor’s rural and
migrant affairs policy is carried out in state agencies and departments, (2)
arbitrating disputes between departments on policy implementation, and
(3) serving as an information exchange point for the departments.

Dhiring fiscal year 1976-77, the agency directed the Chief of the Migrant
Services Section of the Employment Development Department to assume
the responsibilities of the rural and migrant affairs coordinator. In our
Analy51s of the 1977-78 Budget Bill, we questioned the ability of someone
in EDD to coordinate the programs and activities of other departments
and agencies. Subsequently, the Legislature adopted Budget Act language
prohibiting the use of EDD funds for the coordination activities. The
function was later.assigned to a deputy secretary in the Health and Wel-
fare Agency who devotes apprommately 25 percent of available time to
the responsibilities.

Chapter 1252, Statutes of 1977, required the agency to assign to a deputy
secretary spemfic responsibility for assisting state departments and coun-
ties in'coordinating children and youth programs. This function is current-
ly being performed by a’ deputy secretary who has a number of other
responsibilities. -

New Positions. In requesting the additional pos1t10ns the agency
maintains that emstmg staff cannot adequately perform these coordinat-
ing functions.

Qur analysis of the request mdxcates the followmg 1. The agency has not
identified the specific duties to be performed by the new positions. 2. No
information has been provided to indicate that the coordinating activities
cannot be carried out by those who are now responsible for coordination.
3. It is questionable whether the staff of one agency can coordinate state-
wide programs. Several important programs offering rural and migrant
services are located in departments outside the Health and Welfare
Agency, such as Migrant Education in the Department of Education and
the Rural and Migrant Affairs program in the Department of Housing and
Community Development. Moreover, one of the major Health and Wel-
fare Agency programs, the Office of Migrant Services in the Employment
Development Department, is being. transferred to the Department of
Housing and Community Development in the Business and Transporta-
tion Agency as of July 1, 1979. In addition, the Department of Education
provides numercus programs that benefit children and youth which are
not within the purview of the Health and Welfare Agency.

As a result, we believe the agency has failed to demonstrate the need
for expansion of the coordinating activities. Moreover, if it can be demon-
strated that greater coordination of rural and migrant affairs and children
and youth services is needed, we believe the function should be per-
formed by the Governor’s Office rather than a line agency or department.
Consequently, we recommended deletion of the five positions for a sav-
ings of $139,931,

"
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SECRETARY OF HEALTH AND WELFARE—Continued

Multipurpose Senior Services Project

We recommend that the agency fund mulhpurpose senior services
prajects only if a waiver is obtained from the federal government permit-
ting the use of Title XIX (Med'mazd) funds without regard to categorical
resirictions.

We further recommend that the three positions requested to augment
Droject staff and the $33,656 budgeted for program augmentiation be delet-
ed

- Chapter 1199, Statutes of 1977 (AB 998) requires the Health and Welfare
Agency to establish one or more “multipurpose senior services projects”
(MSSP). These projects are intended to prevent premature institutionali-
zation of older persons by prov1chng a coordinated and integrated system
of health and social services to the “at risk™ elderly population. According
to the agency, the purpose of the legislation was to establish a three-year -
pilot program to assess the costs and benefits of employing the MSSP
concept statewide. The legislation did not detail the specifics of the pilot
project, but rather allowed the agency flexibility in project design.

Funding Requirements. Originally, the agency estimated the three-
year cost of the project to be $112.5 million. Of this amount, the financial
plan anticipated receiving $72 million from the federal government. Thus,
the state’s share would be $40.5 million. The original funding needs pro-
jected for the project are contained in Table 1.

Table 1

Estlmated Multlpurposa Senior Services Project Needs for Three-Year Project
{in millions)

Local
State Project o
Administration Evaluation Administration  Services Total
Service Year 1 :
Federal .o..oorrimrimnnons . $50 $51 . $5.07 $15.72 $2180
State J6 27 1.69 10.48 12,50
TOtal.rcns $66 568 $6.76 $2620 $34.30
Service Year 2 : : ' :
Federal ......coceeivnmmmmmmnmmons B 1 | 5.69 16.68 23.49
State .20 R VA ‘1.9 11.12 13.39
Total...f...., ......................... $.81 ’ $.68 $7.59 $27.80 $36.88
Service Year 3 _ o
Federal ..o, 6 L30 695 17.70 26.71
State 25 44 232 1160 1451 .
Total oo seeseence -~ §L01 LT 8997 $29.30 $41.32
Project Total ‘ :
Federal ........ovvenvcriirecnnne. 1.87 232 1771 . 50.10 7200
State . 61 18 591 3320 - 4050
Total....oererernreerrreneeeseines $2.48 8310 - $2362 $83.30 - $112.50
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To obtain a financial commitment from the federal government for the
project, the agency has requested that the federal Department of Health,
Education, and Welfare' (HEW) waive certain restrictions on the use of
Title XIX (Medicaid) funds so that a major portion of the program costs
could be charged to the Medi-Cal program. Specifically, the agency is
seeking: (1) expansion of the types of services and equipment which may
be purchased, (2) expansion of the eligibility requirements,. (3) permis-
sion for the MSSPs to negotiate with service providers for reimbursement,
and (4) an increase in the federal financial participation rate.

Praject Design. 'The project for which the waivets are sought, as ini-
tially proposed, would develop five MSSPs to serve a total of 4,000 clients.
A control group of 4,000 would also be. established in order to compare,
among other factors, rates of institutional admission.

The project would test two service delivery models which would use the
“consolidated” ard the “brokerage” approaches to service delivery. Both
models provide for client assessment and case management. Under the
brokerage model the majority of needed services are obtained through
existing categorical programs such as home health care under Title XVIII
{Medicare), Title XIX (Medicaid), arid information and referral services
under Title XX. The provisions of these services are coordinated by the
brokerage MSSP. The consolidated model dperates outside existing cate-
gorical programs. Services for clients are directly purchased or provided
by the program itself. Subsequently, the program can control the types
and quality of services received by the client, The agency planned to
operate two “consolidated” and three “brokerage™ meodels.:

Status of the Project. HEW has not decided whether to grant the
agency's request and waive certain requirements under the Medicaid
program. We understand, however, that HEW has identified a number of
problems in the request, and has asked the agency to reformulate it. As
of February 1979, the Agency had not developed a.plan Tevising the
project. A final dec1sxon on the waiver request is expected prior to July 1,
1979.

Notwithstanding the absence of a firm financial commltment to the
project by the federal government, the agency has indicated that the
project is going to be implemented.

If the federal government eventually grants the waivers, the agency
should be able to carry out the MSSP project. If, however, the waivers are
not granted, we do not believe the project can be undertaken successfully.

As of February 1979, the agency did not have a revised plan setting forth.
project design or cost. Staff now plans to proceed with a three-site project
utilizing at least $2.4 million per year ($7.2 million total for the three years
of the project) from various existing sources. There is no plan describing
the project or presenting any program detail. ,

Existing Funding. The funds with which the agency now intends to
support the entire project were intended originally to serve-as seed money
until Title XIX funds were available.

The agency states that the following funding has been or will be allocat-
ed to the MSSP pro;ect
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SECRETARY OF HEALTH AND WELFARE—Continued

a. Health and Welfare Agency: A total of $9X0,000 from the General
Fund, Of this amount, $866,364 was appropriated by Chapter 800,
Statutes of 1978, and $33,636 is proposed in the Governor’s Budget
(Item 35}. The agency indicates that these funds will be used for state
administrative costs and evaluation. The entire sum is budgeted for

. expenditure in fiscal year 1979-80.

b. Department of Aging: $3,000,000-$6,000,000 from Title IIl of the Old-
er Americans Act (Item 251). Staff indicate that these funds would
be used by the sites to purchase services over the three-year period.
The amount allocated depends on the federal Title III allocation to
California but will be a minimum of $3 million. The surplus from 7it/e
V of the Older Americans Act, an estimated $500,000, will also be
available to purchase services for fiscal year 1979-80 (Item 251).

c. Department of Social Services: $1,500,000 from the General Fund
(Item 287) is requested for fiscal year 1979-80. The funds originally
were made available in fiscal year 1978-79 from General Fund money
freed up by a one-time federal appropriation, but they will not be
encumbered before the end of the current fiscal year. Control Sec-
tion 10.08 would allow the unused funds to be carried over to fiscal
year 1979-80. Agency staff expect that this level of funding will con-
tinue for the entire period of the project, and indicate that the funds
will be used to defray the costs of local project administration.

The agency may be overestimating available funding. It is our under-
standing that the Department of Social Services’ commitment to provide
funds for the project may apply only to the budget year. Further, the
availability of the $900,000 per year staff support which will fund state
administration and evaluation presumes passage of further appropriations
by the Legislature. Thus, at this time, the only funds which clearly can be
made available to-the project after the budget year are the $3-$6 m:lhon
in Title TII funds.

Waiver Necessary. Even if all of the funds identified by the agency
become available, we question the agency’s ability to operate a viable
project without the funding made available by approval of the waiver
request (originally budgeted at $112.5 million for a three-year project).

If the project’s goal is to study the possibility of applying the MSSP
approach statewide, it is critical that the project have sufficient resources
to test the two models thoroughly. The funds presently available, howev-
er, could support only a limited demonstration of the MSSP approach.
Further, a limited project for demonstration purposes only, seems un-
necessary because at least four MSSPs are in operation in California now
(Long Beach, Monterey, San Francisco and Orange County).

It is especially important that*a full-scale evaluation of the MSSP con-
cept precede any decision on whether to apply the approach statewide
given the 51gmf1cant problems being experienced by the-fegional centers
{organizations serving the developmentally dlsabled) which are similar
to MSSPs.

In conclusion, we believe that without the Title XIX waiver the adminis-
tration prop_osal for financial support of the program falls far short of what
is realistically needed. Accordingly, we recommend that budget language
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be added prohibiting the agency from establishing MSSPs unless a Title
XIX waiver is obtained from the federal government.

We further recommend that, because realistic workload data for the
project are not available, the three requested positions and the $33,656
budgeted to augment the $866,364 allocated by Chapter 800, Statutes of
1978, be deleted.

Civil Rights Coordination

We recommend that the three proposed positions and $120,000 request-
ed to establish civil rights coordination be deleted.

The agency is requesting three positions at a cost of $120,000 to perform
responsibilities assigned to it by provisions of Chapter 972, Statutes of 1977
(AB 803). '

Chapter 972 prohibits discrimination in the distribution of benefits un-
der state-funded programs on the basis of ethnic group identification,
religion, age, sex, color or physical or mental disability. It requires that
state agencies curtail state funding to any contractor, grantee or local
agency that violates the provisions. State agencies are responsible for
developing regulations to 1mp1ement the law, but the Secretary of the
Health and Welfare Agency is required to establish guidelines and stand-
ards for implementation.

When Chapter 972 was under consideration by the Legislature, the bill’s
supporters maintained that no additional state funds would be required
because the mandated functions were already being performed in order
to satisfy federal requirements. There are approximately 50 positions with-
in the agency associated with civil rights/affirmative action programs.
Consequently, the Legislature was advised that the bill would have “un
known but probably minor additional cost.” On the basis of this estimate,
the bill was reported to the full Senate without a hearing before the Senate
Finance Committee, pursuant to Senate Rule 28.8. This procedure is fol-
lowed when “any additional state costs are not significant and do not and
will not require the appropriation of additional state funds.”

Positions Requested. In December 1977, the Director of Finance noti-
fied the Joint Legislative Budget Committee that he intended to approve
the agency’s proposal to administratively establish six positions under au-
thority granted by Section 28 of the 1977 Budget Act. The director indicat-
ed that the positions would be funded from the Emergency Fund, and
requested a waiver of the 30- day waiting period.

The committee denied the waiver because (1) the bill had been pre-
sented as resulting in no additional state cost, (2) there was no basis for
using emergency funds, and (3) the agency failed to justify the proposed
staffing level.

Subsequently, the agency requested the same six positions in the 1978-
79 proposed budget, and the Legislature deleted them. During the cur-
rent year, the agency has used existing resources (.9 position and $22,680
in contract funds) to draft guidelines containing rules and regulations to
implement Chapter 972.

In the proposed budget, the agency is requesting three posmons and
$120,000 to implement Chapter 972. We recommend denial of the three
positions because the issues which have led to denial of the previous
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requests remain unchanged. We believe that the agency should continue
to perform its responsibilities within existing resources.

i Systems Review

We recommend approval of the eight pos;t;ons requested for the Sys-
tems Review Section. .

The agency is requesting that eight positions, which were established as
limited-term positions in the current year, be permanently established in
the budget year.

The Systems Review Section was transferred to the agency from the
Department of Benefit Payments as of July 1, 1978, and eight of the sec-
tion’s nine positions were established on a limited-term basis. The Systéms
Review Section provides the agency with the capacity to review the effi-
ciency and effectiveness of agency programs. The section places particular
emphasis on the review of programs which overlap in service delivery,
funding sources, or recipients. We believe the positions are justified.

Governor's Office
SECRETARY OF RESOUBCES

Item 36 from the General Fund ' Budget p. 23

Requested 1979-1980 ; ; I~ - $889,282
Estimated 1978-1979. ..t itistcnesntnisens eererieesesieresens ‘ 916,521
ACtUAl 19TT=19T8 ..ot creesrerisns st ereresssba it esn e et assnrer reninns - - B68,825

Requested decrease $27,239 (3.0 percent) I
Total recommended reduction ... e None

GENERAL PROGRAM STATEMENT R - J

i The Secretary of Resources, as the admlmstrat:ve head of the Resources
Agency, is responsible directly to the Governor for the state’s activities
relatmg to the management, preservation and enhancement of Califor-.
nia’s air, water and land; its natural, wildlife, and recreational resources;
and general coordination of environmental programs. The Secretary isa
member of the Governor’s Cabinet.

The Resources Agency is composed of the follomng units:

Department of Conservation

Energy Resources Conservation and Development COIIImlSSlOIl

Department of Fish and Game

Department of Forestry

Department of Boating and Waterways

Department of Parks and Recreation

Department of Water Resources

Air Resources Board

California Coastal Commission -

Colorado River Board

~ State Coastal Conservancy
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State Lands Division :
State Water Resources Control Board and nine regional water quahty
control boards
" Solid Waste Mangement Board
California Conservation Corps

In addition, the Secretary’s office is the liaison point in the administra-
tion for the San Francisco Bay Conservation and Development Commis-
sion. By statute the Secretary is also responsible for allocating open-space -
subventions among cities and counties on the basis of those prime and
nonprime lands which are found eligible.

The Secretary issues the state guidelines for preparation of environmen-
tal impact reports and designates the classes of activities which receive
blanket exemptions from the preparation of environmental impact re-
ports. The Waterways Management Planning program and several miscel-
laneous programs including certain activities in the Lake Tahoe basin are
budgeted to the Secretary’s office.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget year request of $889,282 for the Secretary of Resources is less
than the current year level by $27,239. The reduction has been accom-
plished primarily by eliminating one assistant secretary. A staff services
manager was administratively added in the current year to manage an
affirmative action program. This position was financed. by the State Per-
sonnel Board and is not proposed for continuation in the budget year.

. Governor’'s Office
OFFICE FOR CITIZEN INITIATIVE AND VOLUNTARY ACTION

Item 37 from the General Fund Budget p. 24

Requested 1978-80 .............icoieemernirivene e sssssisnaeans eveivens $134,836

Estimated 1978-T0........ccrerrrvrencsnrsssnsrseereninenes dverenerenenns - 0*

ACtual 197T—T8 ... e s sse e s esesassebasenens : -0
Requested increase $134,836

Total recommended reduction ...........ceecrerereeennnrnsnns $109,836

* Expenditures included in Govn_:rhor's Office support item.

o : Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page
1. Maximizing Volunteerism to Meet Legislative Goals. 32

Reduce $109.836. Recommend office be maintained with
minimum state financial support.

GENERAL PROGRAM STATEMENT
Chapter 1195, Statutes of 1978, known as the California State Govern-

" 'ment Volunteers Act, requires state agencies to maximize the involve-

ment of volunteers in state government. It created an Office for Citizen




32 / EXECUTIVE Item 37
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Initiative and Voluntary Action, to succeed the Governor's Office of
Volunteerism, which was established administratively in August 1977. The
office terminates on December 31, 1981,

ANALYSIS AND RECOMMENDATIONS

The Office for Citizen Initiative and Voluntary Action (OCIVA) pro-
poses a budget of $159,836, consisting of $134,836 from the General Fund
and $25,000 in federal funds. In the current year, the office is being sup-
ported from the Governor’s Office budget and an $87,500 federal ACTION
grant approved pursuant to Section 28, Budget Act of 1978. The grant was
accepted on behalfof OCIVA by the Office of Emergency Services, which
provides fiscal and administrative services. The budget indicates that
OCIVA. will have a staff of five, but details on-the types and levels of
positions are not included. The $87,500 grant has been allocated in two
installments, consisting of $50,000 awarded to the Office of Volunteerism
in September 1977, and $37,500 awarded in September 1978, Under cur-
rent ACTION policies, federal support will be provided for one more year.
The Governor’s Budget indicates that t}ns support w1ll amount to $25,000
in 1979-80. -

According to the federal government, 21 states presently have central-
ized volunteerism offices. Similar offices have existed in other states but
have ‘terminated upon expiration of the three-year federal grant. We
understand, however, that federal support -will be available in the near
future for pilot demonstration projects aimed at increasing the use of
volunteers in both the public and private sectors. To be eligible for the
defmonstration grants, states must maintain a centralized volunteerism
office.

Reduce Costs by Maxnmlzmg Volunteerism

‘We recommend that state support for the Office for Citizen Initiative
and Voluntary Action be reduced to that level necessary to administer the
program and gualify for federal assistance, for a savings of $109,836.

The major goal of Chapter 1195 is to maximize the number of volunteers
assisting state agencies without replacing or supplanting public em-
ployees. The degree to which the goal is met will depend primarily on
actions by persons outside OCIVA—particularly the management of state
departments having programs which can use volunteers effectively.

Many state departments use volunteers and are likely to continue to do
so with or without QCIVA's encouragement. For example, state correc-
tional agencies use volunteers to enrich their programs. The Department
of the Youth Authority makes extensive use of volunteers in its educational
programs and to provide wards with a nonauthoritarian relationship with
someone not employed by the institution, Various state hospitals also use
volunteers. The “success” or “failure” of such department volunteer pro-
grams rests largely with individual departmental management, not with

. QCIVA.

While some professional staff may be necessary for OCIVA. to meet the
legislative goal of increasing volunteerism in state programs and to qualify
the state for federal grants, there is no evidence to suggest that a staff of
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five paid positions is required for these purposes.

" Inthe absence of any details on, or justification for, the positions sought
by OCIVA, we cannot support the budget request. According to the fed-
eral government, the third-year grant for OCIVA requires an equal dollar
state match. Therefore, we recommend a state appropriation of $25,000 to
match the $25,000 ACTION grant ‘included in the Governor’s Budget.
While this level of funding ($50,000) would provide a smaller program
than proposed in the Governor’s Budget, it should be adequate to main-
tain the possibility of federal demonstration grants coming into California,
and to assist the Governor in encouraging state agencies to meet the intent
of Chapter 1195. In the event that OCIVA desires to provide a level of
service greater than that permitted by the reduced funding level, it would
seein appropriate to solicit additional staff to serve on a voluntary basis.

SOUTHWEST BORDER REGIONAL COMMISSION

Item 38 from federal funds: ' ' Budget p. 25
Requested 1979-80 ... ssssssssstsssesssssssmssssassssins $145,180
Estimated 1978-T9......ccoriiivnirernecreenseennens 138,180

Actual 1977=T8 ...t ssansens rerrersatesssnneas -
Requested increase $7,000 (5.1 percent)
Total recommended reduction .........cereeecrncennerens s - None

GENERAL PROGRAM STATEMENT :

The Southwest Border Regional Commission (SBRC) is a regxonal eco-
nomic development commission established by Congress under Title V of
the Public Works and Economic Development Act of 1965. Consisting of
the Mexico border counties of California, New Mexico, Arizona and Texas,
the SBRC will attempt to develop a regional economic development plan
for the border region. It will have the capacity to fund regional develop-
ment project proposals in: such areas as transportat]on health care and
health delivery systems, vocational education, energy development and
arts and cultural development. Federal funds would not cover the total
costs of development projects but would serve as “seed money.”

Executive Order B34-77 established a California office of the SBRC in
September 1977 and assigned the responsibility for administering the ac-
tivities of the office to the Lieutenant Governor. However, the program
and its five personnel were administratively transferred to the Governor’s
Office during the current year (Executive Order D 4-78). -

ANALYSIS AND RECOMMENDATIONS

Five positions and $145,180 in federal funds are budgeted for 1979—80
This is $7,000 or 5.1 percent more than estunated expenditures i m 1978—79

Potential Termination October 1979
- We recommend approval only if federal funds area Vadable to fund fully
the commission’s cost,

In our previous analysis of thls program we noted that federal funds
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would cover administrative costs for the first two years of this program and
thereafter cover only 50 percent of these costs. It was our understanding
that this initial two-year period will end in October 1979, and the state will
be required either to match federal funds after that date or terminate the
program. This issue is not addressed in the budget. No state matching
funds are included and federal funds are proposed to fund the entire
1979-80 fiscal year.

We recommend approval of this item on the basis that the program
continues to be entirely federally funded. If full federal funding does not
continue, we believe that before state funds are provided for a program
established by executive order, the Legislature should first authorize the
functions, responsibilities and duties of the program through appropriate
legislation. In the absence of statutory authorization, we recommend that
state funds not be used to support this commission.

Governor’'s Office
OFFICE OF EMPLOYEE RELATIONS

Item 39 from the General Fund Budget p. 26

Requested 1979-80 .. ssennseesesio e saess s esessssasaaans $616,681

Estimated 1978-T9.......cccerereeiermrrrresssssarernsnsstssesssseensnsons reertssnes 395,647

ACEUAL LOTTT8 o ooeecrveereeriseecrvresressisseesressssesessseseessrssssssnsestsamersssnonsens 231,603
Requested increase $221,034 (55.9 percent)

Total recommended reduction .......ceiveverceeecsccerereneennnnns None

GENERAL PROGRAM STATEMENT

The Office of Employee Relations (OER) has been de51gnated by the
Governor to répresent the adrmmstratlon in all matters concerning state
employee relations.

Chapter 1159, Statutes of 1977 (SB 839), which became operative July
1, 1978, provides for a formal, bilateral employee relations system for most
state civil service employees. Under the provisions of Chapter 1159, the
Governor or his designee is required to “meet and confer in good faith”
with employee organizations which have been selected by a majority of
employees within individual bargaining units in an effort to reach agree-
ment relative to “wages, hours and other terms and conditions of employ-
ment.” Such agreements are to be formalized in memorandums of
understanding. Any provision in such a memorandum requiring the ex-
penditure of funds (for example, negotiated salary or benefit increases)
is subject to approval by the Legislature. Mediation is required if the
parties are unable to reach agreement.

The Public Employment Relations Board (PERB} is responsible for (1)
determining appropriate bargaining units (that is, designating the specific
civil service classifications which are to be combined in separate units for
representation by individual employee organizations) and (2) conducting
elections to determine which, if any, of the competing employee organiza-
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tions will serve as the exclusive bargaining agent for each such unit. The
PERB is presently engaged in the unit determination process, and it i is not
clear at this time when this process will be comipleted.

Traditionally, state civil service salaries and benefits have been adjusted

on the basis of (1) State Personnel Board (SPB) surveys of salaries and

benefits received in nonstate employment, (2) salary and benefit increase
recommendations contained in the board’s annual report to the Governor
and Legislature, (3) budget action by the Governor and Legislature, and
(4) allocation of funds appropriated for salary i increases by the board on
a class-by-class basis.

“The SPB is to continue to adjust salaries of state civil serv1ce employees
who (1) are demgnated as management “supervisory,” or “confiden-
tial” employees or (2) are not in bargaining units represented by exclisive
bargaining agents.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Table 1 presents a summary of expendltures and staffing for the OER
during the three year period ending June 30, 1980. As indicated in the
table, the OER is requesting $616,681 from the General Fund in the
budget year. This represents an increase of $221,034 (55.9 percent) above
anticipated General Fund expenditures for the current year. The increase
results primarily from proposed General Fund support for 7.5 positions
(5.5 professional and 2 clerical) of 9.5 positions which were added in the
current year with PWEA Title II funds.

Table 1

Office of E_mployeé Relations
Summary of Expenditures and Staffing
1977-78 through 1579-81

Personnel-Years Budgeted Expemﬁrm;e'.s'

: : ’ 1977—78 1978-7¢ 1979080 1977-78 1978-79 - 1979-50
Personal services.. ... 69 185 165 $170,440 £462,760  '8490,865
Operating - Expenses and . :

Equipment ...l - - - 61,163 447,968 184,686
Total Exenditures.......ccooee 659 185. 165 $231,603 . $010,728 $675,551
Less, Re;mbursements (Title ‘ )

1) ot . - ~5l5081  —5B870
Net Gener_.sil Fund Expendi-

" UTES e o _ S23L603  $305647  $616,681

Title 1l Grant for Labor Relations Prolect

The office received a Title II grant of approximately $574,000 for con-
ducting a central labor relations team project during the 12-month period
ending July 31, 1979. The purpose of the project is to assist the executive
branch, under the direction of the OER, make the preparations necessary
for (1) conducting collective negol:iations and (2) administering agree-
ments reached under the provisions of Chapter 1159.

The OER used the Title II funds for (1) augmenting its own staff by 9.5

 positions (7.5 professmnal and 2 clerical) and (2) subcontracting with the
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State Personnel Board and six other state agencies to accomplish special
project tasks, which include (a) reducing the backlog of existing employee
grievances, {b) conducting research, (¢) selecting negotating teams, (d)
training managers and negotlators (e) proposing organizational relation-
ships and (f) assisting agenc1es in preparmg contingency plans.

Office Orgamzatlon

For the 1979-80 flscal year the budget proposes that OER have 16.5
positions (12.5 professional and four clerical) to consist of:

1. An operations unit having four professional positions responsible for
working directly with the individual line agencies on employee rela-
tions matters such as employee grievances, work stoppages, and in-
terpretation of policy.

2. A legal counsel and an assistant legal counsel.

3. A'research and administrative unit having 6.5 professional positions.
This unit will also be responsible for developing and coordinating
training in employee relations.

Employees from each of these OER units, along with management
representatives from individual state line agencies, presently are repre-
senting the state in the unit determination hearings being conducted by
the PERB. In the future, they will represent the executive branch in its

collective negotiations with employee organizations under the provisions
of Chapter 1159, :

Governor's Office
OFFICE OF PLANNING AND RESEARCH

Item 40 from the General Fund ' . Budget p. 27
REQUEStEA 197980 ....evevvvevveveemmmrsesseseeessesesmsssassssssseeeesseesssssssmmnnns $2,351,211
Estimated 1978-79...... et sesaressssssseseseressssesssnsssssnssererens 2,989,207
Actual L1OTTT8 ....coiciiiirererereesiniscsssceir e e sessssssrssass s e s sssssasnnstese 1,080,122
Requested increase $62,004 (2.7 percent)
Total recommended reduction ... N ‘ $53,970
. Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Office of Appropriate Technology (OAT). Recommend 41
enactment of legislation to authorize the Office of Appropri-
ate Technology. :

9. Office of Appropnate Technology (OAT). Reduce com- 43
munity assistance by $53,970.

GENERAL PROGRAM STATEMENT

The Office of Planning and Research (OPR) is responsible for develop-
ing recommendations to the Governor on statewide policies relating to
land use, development, environmental protection, and planning. It is also
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responsible for reviewing and coordinating a variety of state and local
agency activities for consistency with state policies. Related responsibili-
ties include (1) serving as research staff to the Governor on a wide range
of subjects, (2) administering federal financial assistance prograrms direct-
ed toward improving local planning, (3) acting as a clearinghouse for
environmental impact reports and federal grant applications, {4) assisting
in improving California Environmental Quality Act procedures and, (5)
coordinating state permit granting processes.

ANALYSIS AND RECOMMENDATIONS

The Governor’s Budget proposes General Fund support for OPR during
the 1979-80 fiscal year in the amount of $2,351,211, an increase of $62,004
or 2.7 percent above the current year. Total support expenditures of 83,-
221,211 are proposed, which is a decrease of $727,732 or 18.4 percent from
estimated current year expenditures of $3,948,943. (This excludes $2,500,-
000 in federal funds contained in Item 41 which would be passed through
to local agencies for planning activities.) The decrease results from budg-
eted reductions of $427,032 in federal funds, $237,704 in reimbursements
and $125,000 from the Environmental Protection Fund. These reductions,
which total $789,736, would be partially offset by a proposed increase of
$62,004 in General Fund expenditures.

Reductions of $58,000 and 2.7 positions due to Control Section 27.2 are
shown for the current and budget years. The final distribution of the 2.7
positions has not been determined. OPR presently expects that in-the
current year, the State Planning and Policy Division will lose .5 positions,
the Local Assistance Division will lose .5 positions, and the Office of Appro-
priate Technology (OAT) will be reduced by 1.7 positions. For the 1979-80
fiscal year, OPR intends to rely on attrition rather than management
decisions based on program priority to reduce the 2.7 positions. The
budget indicates no salary savings for the current year and $45,774 for the
1979-80 fiscal year. As a consequence of salary savings and Section 27.2
reductions (which, together, total $103,774), next year’s program and the
positions to accomplish it are slightly underfunded but not enough to
seriously impair overall program accomplishment.

Faderal Funds and Reimbursements Underestimatad

As noted above, the Governor’s Budget shows a reduction of $727,732
in total support expenditures during 1979-80. This implies a reduced pro-
gram for OPR similar to the reduced programs of many other state agen-
cies. However, the reduction is due entirely to a smaller amount of federal
funds and reimburserments, and the cormnpletion of s one-time expenditure
in the current year from the Environmental Protection Fund. These
changes tend to overshadow a $62,004 increase in the General Fund appro-
priation. The various changes in expenditures by program and funding
sources are shown in Table 1.




o - Table 1 L
" Office of Planning and Research Support Expenditures
Program Changes by Funding Source

_ o Changes Changes - :
Estimated . Proposed in in - Changes in
: . Totals Totals ) . Generaf Federal Changes in - Environmental
Program . . 1878-79 197980 Changes = . Fund Funds Reimbursements  Protection Fund
State Planning ‘and Policy . - o -
Development ............... $905,815 $640,651 - 265,164 $-119,088 . §—50,094 8 $-95,082 —_—
Local Planning Assistance .. 526,995 531,828 +5333 412,204 -971 - —5,700 -
Project Review and Coordi- : - ' - - .
DALON oevcmrrcmern 636,281 . 844,755 +8474 +254,872 —246,398 — e
Research.........cvenmrennernnn. 657,578 448,299 —209,279 —-64642 - 43363 o —=23,000 125,000
Executive and Administra- B . _ )
tion 105,733 118,368 +12,635 +12,635 — ‘ — —
" Office of Appropriate Tech- ‘ )
1,117,241 837,310 —279.931 . =33977 —132,032 - =113922 —
—125,000

$3,948,943 53,221,211 —T727,732 $4-62,004 $—-427,002 §-237,7104
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JALLNDEAXA / BE

0F Wy




Item 40 EXECUTIVE / 39

In spite of the $727,732 expenditure reduction shown, it is possible that
total OPR expenditures will not be less next year, as the budget antici-
pates, but instead will be as high as or higher than expenditures in the
current year. This is because federal grants and reimbursements are al-
most surely underestimated.

The budget indicates that OPR does not anticipate receiving any federal
grants other than the annual HUD 701 grant, which, will probably, be
reduced next year by $240,000 to $750,000. During the current year OAT
is receiving $112,742 from the Department of Energy to administer the
federal small energy grants program. There is a good prospect that QAT
will receive similar funding in 1979-80. There is also a good possibility that
the Environmental Data Center in the Research Division will receive a
grant from the National Aeronautics and Space Administration {NASA).
NASA is currently looking to state agencies rather than universities for
assistance in developing federal programs involved with the collection
and dissemination of environmental data. In spite of NASA’s interest in
OPR’s Environmental Data Center, the Governor’s Budget does not show
any funding from NASA. Finally, there is a possibility that OPR will re-
ceive a grant from the Department of Health, Education and Welfare to
continue work on the social planning projects.

OPR’s tendency to underestimate available funds also exists with re-
spect to reimbursements. In 1978-79, reimbursements are estimated at
$357,704 whereas for 1979-80 they are budgeted at only $120,000. Several
projects, including the industrial plant siting project, the outer continental
shelf study and the CETA master solar technician training program (all
funded by the Employment Development Department) as well as the
interagency coastal study (funded by the California Coastal Commission),
are being completed in 1978-79. Only $88,690 from the Coastal Commis-
sion for administration of the local coastal grant program and $31,310 from
the Coastal Commission for the coastal energy impact program are shown
as reimbursements for 1979-80. Additional reimbursements of as much as
$100,000 may be received because of a prelumnary agreement between
OAT and the Energy Commission.

Table 2 illustrates that OPR’s tendency to underestimate available funds
from both federal grants and reimbursements dates back at least three
vears. For example, the 1978-79 budget underestimated the amount of
federal grants and reimbursements available to OPR for the current year
by some $401,000. {This amount may increase further during the balance
of 1978-79.) If the past record of underestimating is indicative of what will
occur in 1979-80, most of the projected $727,732 reduction for support of
OPR will not occur.-In addition, $125,000 of nonrecurring expenditures
from the Environmental Protection Fund in the current year should be
removed from the current year base for purposes of comparison. Assum-
ing that past experience with' respect to underestimating is repeated for
1979-80, the actual reduction in support for OPR will be only $200,000
instead of more than $700,000 est1mated
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with a clear focus. For example, during the current and budget years: the
design team claims that with six specialists it will work on various projects
including the following:
1. Deésign solar greenhouses for California Conservation Corps.
2. Draft work plans for Phase II Rural Wastewater Disposal Alternatives
for the State Water Resource Control Board. ‘

‘3. Work with Food and Agriculture, U.C. Davis Cooperative Extension
and SolarCal on a meeting to intreduce grower and processor associa-
tions to solar and wind industry manufacturers.

.4, Work with the Fuels Division of the Energy. Commission to establish

a research and demonstration program in biogas from ammal ma-

nures.

. Workona chapter on conservation and new technolog1es ina report
on electrical energy use in agriculture.

Provide assistance to the CETA solar technician tralmng program
Provide assistance to the Department of General Services Gasifica-
tion Program Advisory Committee.

Provide assistance to the Office of the State Architect and the De-
partment of Parks and Recreation on capital outlay projects.

These projects reflect the freedom of the design team to select projects
of personal interest. There is little evidence of critical evaluation and
determination of the widespread, long lasting or overall impacts of the
projects.

We have been supportlve of the need for the state to employ sunphfled
technology which is no more complex than needed to accomplish the
state’s objectives. We believe the principal tasks of OAT should be (1) to
conceive, select and precisely define projects for the design team which
apply simplified technology in carefully controlled circumstances to dem-
onstrate superior technical and design solutions and (2) to serve as a
catalyst capable of persuading state agencies to adopt these solutions. The
design team should be formulating improved approaches to existing prob-
lems which are simpler, more economic, less energy intensive, more effi-
cient, and less polluting or wasteful of technology and resources than the
traditional approaches. The emphasis should be on influencing selected
state policies and programs so as to affect a large number of similar
projects rather than on suggesting design or technical revisions to individ-
ual, site-specific projects. A small number of projects convincingly demon-
strating the superior application of lirnited technology will most
51gn1ficantly increase the acceptance of the concept of appropriate tech-
nology in state programs. Such a role will require a staff with the highest
order of skills and expertise.

After three years, OAT has not developed a defined role among state
agencies and therefore we believe the Leg1slature should specify its re-
spon51b1l1t1es

ot
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Eliminate Increase in OAT Community Assistance

We recommend a reduction of $53,970 for community assistance be-
cause (1) OAT should not be expanding its efforts at the community level
until it has an acceptable program at the state fevel and (2) OAT has not
developed the necessary guidelines. for se]ecaon of local projects ‘which
recelve assistance,

OAT is proposing to increase education and community assistance ac-
tivities by $53,970, from $124,205 and 4.3 positions in the current year to
$178,175 and 5.1 positions for the budget year. -

The existing QAT activities in public education and community assist-
ance fall into three categories: (1) educational seminars for local and state
employees, (2) regional meetings aimed at sharing QAT activities and
ideas and, (3) responses to specific requests for information or ‘assistance
from local governments, community groups and small businesses.. When
respondmg to specific requests, OAT first determines whether it can refer
the inquiry to an appropriate local or state agency. If a satisfactory referral
does not appear to be possible, OAT will try to solve the problem itself,

provided it has some relevant expertise. This approach places OAT in the .

role of responding to requests rather than generating ideas and projects.
The decisions on which community assistance projects to pursue depend
largely on the types of requests received. This has resulted in " OAT’s
involvement in a wide variety of unrelated activities, some of which have
‘questionable merit or are not directly related to appropnate technology,
such as supporting cooperative banks.

The problems inherent in selecting individual public education-and
community assistance activities and projects at the local level are the same
.or more difficult than the problems of selecting projects at the state level,
as discussed above. In the absence of an acceptable program at the state
level, we recommend that the proposed increase of $53, 970 for commumty
a551stance be denied.

STATE CLEARINGHOUSE STUDY

The Supplemental Report -of the Committee of Conference on the
Budget Bill of 1978 (Item 36) directéd the Leg1slat1ve Analyst to study the
location, structure and functions of the State Clearinghouse,: including
potential conflicts of interest derived from the location of the clearing-
house within the Office of Planning and Research. The legislative direc-
tive applied only to state clearinghouse procedures for federal grant
applications. A report entitled A Study of the .S'tate C]earmghouse W111 he
available for budget hearings.: .

PR I
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Governor's Office
OFFICE OF PLANNING AND RESEARCH

Item 41 from federal funds = - o Budget p. 33
Requested Reappropnatlon 1979—80 renrnisrsrenenees 32,500,000

Estimated 1978-79... - 2,586,500

Actual 1977-78 ............ S OTOTSTSOTORUOUOTION : —
Requested decrease $86,500 (3 3 percent) :

Total recommended reduction. .. - None

' ’ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATION_S page

1. Recommend revised Budget Bill langiiage. Delete review 44
of changes in grants distribution pursuant to Section 28 be-
cause Legislature will not be able to review original dlStI‘lbLl-
tion of grant funds. -

GEN ERAL PROGRAM STATEMENT

The Office of Planning and Research (OPR) allocates HUD 701 Com-
prehensive Planning Assistance grants to many of California’s cities, coun-
ties, and councils of governments (COGs). These grants assist local
governments and COGs in improving their planning and management
capabilities.

ANALYSIS AND RECOMMENDATIONS

We recommend that the budget language in Item 41 be revised to
delete reference to Section 8.6 because the specific allocations of grant
funds to local agencies and COGs may not be known prior to the enact- .
ment of the Budget Act.

Item 41 would appropriate $2,500, 000 in federal funds to the Ofﬁce of
Planning and Research for allocatlon to local governments and COGs in
the form of HUD 701 plannmg grants. The estimated amount available for
701 grants in the current year is $2,586,500, which is slightly more’ than the
amount shown for the budget year.

The Supplemental Report of the Committee of Conference on the 1978
Budget Bill directed the Department of Finance to establish procedures
to reflect all federal funds to be spent or allocated under state control in
the Budget Bill. As a result, the $2,500,000 in federal funds for HUD 701
planning grants for the 1979-80 fiscal year are proposed to be reappro-
priated under this item.

The language of the item would make this money subject to the provi-
sions of Section 8.6 of the Budget Bill. Section 8.6 would require that any
federal funds in the Budget Act be subject to the Section 28 provisions.
This means that any increases, decreases or changes in program for the
$2,500,000 would require Section 28 letters. Because the money will be
allocated in July by OPR to local governments and COGs on the merits
of competitive proposals, specific grant allocations will not be known prior
to enactment of the Budget Bill. Consequently, any subsequent changes
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in the amount available for grants or the allocations to individual projects
should not be subject to the provisions of Section 28 because the original
grant schedule will not be available for legislative review at the time the
Legislature acts.on Item 41. Review of the grant schedule would serve no
useful purpose. Accordingly, we recommend that the following language
be substituted for the “provided” clause: “provided that the amount speci-
fied by this item together with any increase or decrease shall be allocated
by the Office of Planning and Research.”

Governor's Office
OFFICE OF EMERGENCY SERVICES

Item 42 from the General Fund
and Item 43 from federal

funds . : _ : Budget p. 34
Requested 1979-80 ........c.cioveecvercnerreeeeenns e s $2,320,308
Estimated 1978-79.............. RO e e iaeeeee v emitevrsee e 8,743,474
Actial 1977-T8 ... ses e erressns e sasse e e sna reseons SR . 2,076,783

Requested decrease $6,423, 166 (73 5 percent)

Total recommended reduction .. e $66,446

1979-80 FUNDING BY ITEM AND SOURCE

Item = . Description Fund Amount
42 Shipport ' General $2,320,308
43 Local Assistance - Federal {22,499,694)
Total 7 © $2,390,308
' Analysis -
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Federal Funds. Reduce by $25,000. Recommend deletion 50
of federal funds scheduled in Item 42 to avoid double-budg-
eting.

2. Contract Overhead Funds. Reduce Item 42 by $66,446. 51
Recommend overhead portion of funds received to offset
costs of administering contract programs be used for that
purpose, for a General Fund savmgs

GENERAL PROGRAM STATEMENT

The Office of Emergency Services coordinates emergency activities
necessary to save lives and reduce property losses arising from natural or
other disasters in the state. Its mission is carried out under two programs,
administration and emergency mutual aid services. Thé laiter has four
elements. ‘

1. Provision and Coordination of Mutual Aid. 'This program encour-
ages and coordinates mutual aid agreements among various state and local
agencies having fire, rescue, law enforcement and communication
capabilities and equipment. It also distributes federal surplus equipment
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OFFICE OF EMERGENCY SERVICES—Continued

and federal and state disaster aid funding.

State aid to local governments for replacmg or repamng public real
property damaged by a natural disaster is provided from the Natural
Disaster Assistance Fund established by the Natural Disaster Assistance
Act (Chapter 290, Statutes of 1974). The funid consists of two accounts: (1)
the Street and Highway Account, which derived its funding from a special
one-cent tax per gallon of gasoline imposed for one year only in 1969 under
the Highway Users’ Tax program, and (2) the Public Facilities Account,
which in past years derived its funding from special General Fund appro-
priations. The Budget Act of 1978 appropriated $6,500,000 (General Fund)
to this account.

2. Development and Ub];zaboa of Emergency Communications Sys-
tems. ‘This program maintains a statewide disaster warning system on a
24-hour basis with major control exercised at the Sacramento headquar-
j ters. It assists in the development of local communication networks to
permit interconnections among state and local fire and law enforcement
agencies as well as local civil defense agencies.,

i 3. Development and Implementation of Emergency Plans Thls pro- .
gram maintains a statewide emergency plan and assists other agencies and “
local jurisdictions in the development and periodic updating of compati-
ble local plans. It also administers the dam safety program established by
Chapter 780, Statutes of 1972, which required owners of certain dams
throughout the state to file maps of the downstream areas showing various
| levels of possible inundation in the event of a dam failure.
| 4, Management and Maintenance of State Resources. Finally, the
\ state owns a substantial inventory of fire pumper trucks and equipment;
| communications trucks, vans and portable equipment; and medical, radia-
tion detection and training equipment, most of which is deployed to local
| governmental jurisdictions and other state agencies.

ANALYSIS AND RECOMMENDATIONS

As shown in Table 1, the support and local assistance functions of the
Office of Emergency Services (OES) receive funding from both the state
and federal governments. For the budget year, the office is proposing a
total expenditure program of $30,414,916, consisting of General Fund sup-
port, federal funds, reimbursements and expenditures from the Natural
Disaster Assistance Fund. This is a reduction of approximately $2.3 million
from estimated current-year expenditures. The budget-year reduction of
approximately $6.4 million in the General Fund appropriation is made
%ossgﬂe by the availability of funds in the Natural Disaster A551stance

un .

Support Program

The budget proposes $4, 415 229, for dlrect support of the ofﬁce This
amount consists of $2,320,308 from the General Fund (Item 42), $2,091,914
in federal funds and reimbursements of $3,000. The budget-year increase
of $76,834 in the General Fund appropriation is partially offset by reduc-
tions in federal funds ($30,810) and reimbursements ($8,939). The federal
government contributes 50 percent of the cost of certain. federally ap-

-
I
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proved OES functions. It also provides full support for other programs
where OES provides services for the federal government under contract.
Examples of these are the maintenance of radiological instruments and :
the nuclear civil protection programs. . g
Table 1 !
Office of Emergency Services |
Budget Summary B
' Change Fromr
Estimated Proposed .~ Current Year
1978-79 1978-80 . Amount Percent
Funding-Support :
General Fund $2,243,474 $2,320,308 $76,834 34%
Federal funds......... 2,122,724 2,091,914 —30,310 -14
Reimbursements ... 11,938 3,000 - —8,939 ~T74.9
Subtotal $4,378 137 $4.415 292 $37,085 0.8%
Local Assistance ' . :
Federal funds—Disaster Relief ............ $20,000,000 $20000000 - — - R
Federal funds—Program Match . 2,625,734 2,499,604 . $—126,040 —4.8% .
Public Facilities Expenditures ... 3,295,084 2,500,000 —725,084 -225 '
General Fund ... . (6,500,000) — (—6500,000)  —1000
Government Code 86904 ... (—3,274,916) (2,500,000} (5,774,916) -
Street and Highway Expenditures, o
Government Code 86904 ... 2,500,000 1,000,000 —1,500,000 —60.0
Subtotal w $25,999,694 $—2.351,124 _—jii% .
Total $32,728,955 $30,414,916 $—2,314,039 -1.1%
Program i
Administration—Direct ..o $87,500 $25,000 $—62,500 —714% !
Administration—Distributed to :
Other PYOZIAMS. e cenerrecrssirressens (725,76T) (T48876) - . {23,10%) (3.2) ‘
Peorsonnel-years ... 268 268 .. —_ — i
Provision and Coordination of Mu- . ‘ ' '
tual Aid ....... : 23,478,875 23,388,795 —90,080 —04 :
Personnel-years ... 213 213 - — i
Development and Utilization of
- Emergency Communications Sys- .
tems 1,206,993 1,300,179 93,186 77
Personnel-years 15.7 ) 147 -10 —64
Development and Implementation o |
of Emergency Plans .....usrssssmm: 1,492,662 1,523,780 31,118 2.1 o
Personnel-years ... 329 303 —26 -19 i
Management and Maintenance of ' . '
State Mutual Aid Resourees .......... 737,841 677,162 —60,679 —82
Personnel-years ... 12.7 11.7 -1.0 -15
Reduction Pursuant to Section 27.2 :
~—Distributed .........omeeeermsreerremsesesens (40,000% {40,000 —_ —
Personnel-years ........crmrisrmnnen. ~18 © ~18 - —
Subtotal .. $27,003,871 $26,914.916 $—88,955 ~0.3%
Personnel-years ... ecmmrsenas 107.6 103.0 —48 —4.3
Natural Disaster Assistance .
Public Facilities .........cceronmmmennn e $3295084 $2.500,000 $—725,084 —225
Streets and Highways..e e 2,500,000 1,000,000 —1,500,000 —60.0
Subtotal $5,725,084 $3,500,000 $—2,225,084 —~389
Total Expenditures ... §32728955  $30414916  $_2314,009 —71%
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Local Assistance

Table 1 shows that $20 000,000 in federal disaster assistance will be dis-
tributed to local governments in both the current and budget years. This
amount is merely an estimate; the actual amount of federal assistance will
depend on the cost of damages caused by natural disasters, and this cannot
be forecast with any precision. Approximately $36.2 million was distribut-
ed in 1977-78. Additionally, federal funds totaling $2,499,694 will be dis-
tributed in the budget year to match local civil defense and emergency
planning, administration, equipment and training costs. This is $126,040 or
4.8 percent less than the amount distributed in the current year.

Prior-year Surplus Reduces General Fund Appropriation Requirements
in 1979-80. As indicated earlier, the $6.4 million reduction in General Fund
financing requested for OES in the budget year does not reflect a program
reduction. The reduction was made possible by the availability of surplus
funds in the Public Facilities Account. The Budget Act of 1978 appropriat-
ed $6,500,000 from the General Fund to this account in order to cover
anticipated claims against the account. Based on the revised expenditure
estithate of $3,225,084 for 1978-79, the account will have a balance suffi-
cient to pay budget-year costs and still prov:de approximately $2 8 million

for future years.

Budget-year expenditures from the Natural Disaster Assxstance Fund
total $3,500,000 with $2,500,000 comirig from the Public Facilities Account
and $1,000,000 from the Street and Highway Account. Current-year ex-
penditures from the fund are estimated at $5,725,084,

Nuclear Civil Protection Expanded to Include Crisis Re!ocation Planning o

Under Section 28, Budget Act of 1978, the Director of Finance author-
ized OES to expand its 100 percent federally-funded huclear civil protec-
tion (NCP) program to include crisis relocation planning (CRP). Such
planning provides for the relocation of large numbers of persons during
war-caused or natural emergencies. Prior to this expansion, most of the
NCP effort was devoted to in-place shelters from the effects of nuclear
war. Table 2 shows ﬁscal data for the NCP program.

Table 2
‘Nuclear Civil Protection Program

Change From
Estimated Proposed Current Year
1978-79 197950 Amount  Percent

In-place Shelter COMPONEDLE ..ovvrerrvrrrrsrsmssncrssrseseens $141,333 $143,389 $2,056 1.4%
Personnel-years ....... 4 4 — —

Crisis Relocation Component 171,817 279,917 108,000 628
Personnel-years 2 2 — —

Budgeted NCP Program $313,250 $423,306 $110,056 35.1%
Personnel-years ...... ' 6 6 - - -
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Conceptual Basis of Crisis Relocation Planning

Crisis relocation planning has been advocated by the federal Defense
Civil Preparedness Agency (DCPA) during the last four years, primarily
in response to efforts of the Soviet Union to develop plans to evacuate its
people from high risk areas in the event of nuclear war.

Crisis relocation planning rests on the premise that a nuclear war would
be preceded by a period of international tension resulting from a major
disagreement between the United States and the Soviet Union, such as the
Cuban missile crisis, during which the Soviet- Union would evacuate its
major population centers. It is believed that the Soviet Union may be able
to complete the relocation process within a three-day period and that such
action would not escape detection by the United States military intelli-
gence.

Upon learning that the Soviet Union ‘had begun relocatmg its people,
the President of the United States would issue an order to begin imple-
menting crisis relocation plans which would have been formulated for
each major population center in high-risk areas. Upon receipt of the order,
all public and private agencies would begin carrying out their predesxg-
nated responsibilities to facilitate an orderly evacuation as provided in the
wr1tten plans. The evacuees would be housed in previously designated

“congregate care centers” in host areas. Certain employees and their
families would be located within commuting distance of the risk areas to
keep essential industries and services operational. Provisions would be
made to evacuate the sick, disabled and other persons without transporta-
tion. Food and other essential supply systems would be altered and direct-
ed toward the host areas. The evacuees would be moved to fallout shelters
as necessary. Because of the shortage of permanent fallout shelters, tem-
porary “expedient shelters” would be built in the host areas during the
evacuation period. . :

Propased Workplan

The Office of Emergency Services proposes to develop crisis relocation
plans over a six-year period for each county in California, as well as state-
wide plans for the reallocation of food and other essential supphes The
county plans, in addition to allocating “host” areas and defining “‘risk”
populations, will contain an Emergency Public Information program. Ap-
proximately six county plans are expected to be completed in each of the
first two years of the state’s participation in CRP. :

The data on host-area congregate care. facilities needed to-do crisis
reloeation planning have been developed by the federal government for
about 12 California counties, Data for the other counties will be developed
over the next few years. Because OES will make use of this information
in its host-area planning efforts, the availability of this information will
have an impact on the scheduling of individual county planning efforts.
The six OES staff assigned to NCP will oversee the program, develop the
overall county plans, and do the state level planning. The budget includes
$184,000 for contractual services, which will be used to employ private
consultants with experience in the areas of transportation and food distri-
bution planning, graphics and mapping. Information developed by the

5—TH673
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consultants will be integrated into the plans by OES staff.

Will Crisis Relocation Planning Work in California?

A 1977 study by the JHK and Associates of CRP indicated that it is
technically feasible for California. However, because much of the state’s
population resides in densely populated communities with only limited
exit routes, the study concludes that a relocation would take at least six
days rather than three days, the period on which most federal planning
has been based. Additionally, the study indicated that about 85 percent of
the state’s population is located in high-risk areas and that California has
only 25 percent of the host-area congregate care space that the Defense
Civil Preparedness Agency believes is necessary. The study did not exam-
ine the human, social or political problems associated with CRP.

We believe that these issues cast serious doubt on whether CRP can be
effective in California. On the other hand, a recent federal decision to
allow the use of CRP funds, in part, for rélocation planning related to other
potentizl crises {dam or nuclear power plant failures, for example) pro-
vides some justification for state participation in this program. However,
OES will need to address the problems discussed above in its initial plan-
ning efforts.

Based on the projected completion of at least two county plans by the
end of 1979, we should be in a better position to review this program next
year.

FIRESCOPE

-Chapter 791, Statutes of 1977, authorized partial General Fund support
for operation of a federally-developed project in southern California de-
signed to improve the management of resources in areas which are suscep-
tible to large, multijurisdictional wildland fires. It appropriated $50,000 for
a two-year period ending June 30, 1979, on a 50/50 federal matching basis.
For 1979-80 the federal government will provide 25 percent of the $80,000
operational costs of FIRESCOPE and the OES budget includes $60,000
from the General Fund for the balance. The federal government will
spend approximately $1.2 million for continued development of the FIRE-
SCOPE system in 1979-80.

One Grant Shown in Two Budgets

We recommend deletion of $25,000 (federa] funds) for an inter agency
agreement with the Office of Citizen Initiative and Voluntary Action
because the grant is included in that office’s budget.

Under Section 28, Budget Act of 1978, the Director of Finance author-
ized OES to.accept an $87,500 federal ACTION grant for expenditure by
the Governor’s Office of Volunteerism in 1978-79. The grant funds were
transferred from OES to the Office of Volunteerism by interagency agree-
ment. Subsequent to acceptance of the grant, an Office of Citizen Initia-
tive and Voluntary Action (OCIVA) was created by Chapter 1195,
Statutes of 1978. OCIVA, which succeeded the Office of Volunteerism, is
proposed as a separate budget item for 1979-80. This item includes the
ACTION grant in the amount of $25,000 {item 37). Therefore, the funds
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from the grant ($25, 000) should be deleted from the OES support budget
{Item 42),

Federai Overhead Funds Should Offsat General Fund Support

We recommend that the overhead portion of monies received to offset
costs of 3dm1m.s‘termg contract programs be used for this purpose for a
General Fund savings of $66,446.

The OES budget includes two 100 percent federally funded programs
which contain “indirect cost” funds to offset administrative expenses, The
contract for maintenance of radiological instruments includes $53,132 for
such charges, and the Nuclear Civil Protection contract (discussed ear-
lier) ineludes $13,314. While the budget reflects the General Fund savings
made possible by the indirect cost amounts received under ‘other pro- |
grams, it does not offset such amounts for these two programs. In effect,
OES has budgeted these reimbursements as expenditures. Therefore, we
recommend that Item 42 be reduced by $66,446 to reflect the proper i
treatment of indirect cost momes received for the two federal contracts.

LIEUTENANT GOVERNOR s OFFICE : o
Ttems 44—45 from the General

Fund ‘ Budget p. 41
Requested 197980 ... nissiesssseesnsssssssssons oo 2 $869,487
Estimated 1978-T9...........cvimmimnisisssss s rssssssresnssssssssins ' 780,342
ACEUAL 19TT-T8 orrrrriivenesrenese s s resenas e sbe e e s sesessnasssnans teeens 702,442

Requested increase $89,145 (11 4 percent) : :

Total recommended reduction .......eevervirineans errensiaiasenneans $127,500

1879-80 FUNDING BY ITEM AND SOURCE

Item - * Description : “ Fund ’ . Amount
44 Lieutenant Governor Suppott B General . §141987
45 - California- Advisory Commission on General ' 127,500
Youth ‘

Total - ‘ ' $869,487
Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS ) page
1. General Activities. Withhold recommmendation on Item 44 52
_ pending receipt of revised budget. _
2. Advisory Commission on Youth. Reduce Item 45 by .5’127 - 53
+ 500. Recommend ehmmatlon of this duplicative and un-
necessary program.

GENERAL PROGRAM STATEMENT

‘The L1eutenant Governor is elected pursuant to the California Constitu-
tion and serves concurrently with the Governor. He assumes the respon-
31b111t1es of chief executwe in the absence of the Governor and serves as
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the presiding officer of the Senate, voting only in the case of a tie. The
Lieutenant Governor also serves on numerous commissions and boards.
His other duties include such special tasks as may be a551gned by the
Governor.

In addition to the Lieutenant Governor, the office currently is author-
ized 30.6 staff and clencal positions.

ANALYSIS AND RECOMMENDATIONS

The budget proposes a General Fund expenditure of $869,487, which is
$89,145 or 11.4 percent more than is estimated to be expended in the
current year. Included in the amount is $127,500 for support of the Califor-
nia Advisory Commission on Youth. The remaining $741,987 (Item 44) is
for support of the Ofﬁce of the Lieutenant Governor.

Transferred Activities

Executive Orders D-4-78 and D-3- 78 transferred two programs out of
the Lieutenant Governor’s Office. The Southwest Border Regional Com-
mission was transferred to the Governor’s Office {Item 38) and the Rural
Youth Employment program was transferred to the Department of Social
services (Item 282). Budget year expenditures for these programs are
reflected in Items 38 and 282.

California Commission on Food and Nutrition

The California Commission on Foed and Nutrltlon was established by
Executive' Order (D-2-78} on August 27, 1978. An advisory group was
formed and a statewide conference. conducted in November 1978. Private
contributions of $6,050 were placed in a special account authorized by the
Department of Finanece from which conference expenses were paid. This
was a new state program entailing expenditures which were not budget-
ed. However, because of an oversight it was not reported to the Legisla-
ture under the provisions of Control Section 28 of the Budget Act.

It is our understanding that the work of the commission terminates in
1978-79, and no funds are provided to continue it in the budget year.
Ganeral Activities (Item 44)

We withhold recommendation pending submission of the revised
budget,

The budget provides §741,987 from the General Fund to continue the
current staffing and expenditure levels for general activities of the office.

We have been informed that the recently elected Lieutenant Governor,
in coordination with the Governor and Department of Finance, is revising
his budget proposal for 1979-80 and budget amendments will be proposed

at a later date. We withhold recommendation pending receipt and analy-
sis of this revised budget.

California Commission on Youth (ltem 45) . o
The California Advisory Commission on Youth (CACY) was originally
authorized by Executive Order (D 1-77) in September 1977 and subse-
quently established by Chapter 557, Statutes of 1978, effective January 1,
1979. Initial funding ($62,280) was provided in Item 40 of the 1978 Budget
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Act contingent upon enabling legislation.

The CACY consists of 21 members between the ages of 18 and 25 ap-
pointed by the Lieutenant Governor for staggered terms. The commission
must meet at least once every three months and commissioners are reim-
bursed for their expenses. The purposes of the commission include (1)
coordinating information, (2). encouraging formation of local youth
groups, (3} assisting existing commissions and councils, (4) conducting
forums and studies, and (5) advising the Legislature and the executive
branch.

The Governor’s Budget prowdes $127 500 from the General Fund for
the commission’s first full—year funding. :

Commission Purposes are Dupllcatlve and Unnecessary

We recommend deletion of Item 45 for the California Adwsory Commis-
sion on Youth, for a savings of $127, 500, because it would be a duplicative
and unnecessary expenditure.

* Subsequent to legislative authorization of this program, the Auditor
General released a comprehénsive study of services to California children
and youth. The study indicated that services were being provided through
160 programs administered by state entities at a combined cost of $5.5
billion in state and federal funds (1977-78 estimates). In addition, the
study reported that other governmental/advisory entities were perform-
ing many of the duties assigned to the CACY.

The Auditor General’s report recommended that the issues of mcreased
coordination and elimination of duplication be addressed in a comprehen-
siye master plan for providing services to children and youth. This plan
is being prepared by the Health and Welfare Agency pursuant to Chapter
1252, Statutes of 1977. The master plan is to be submitted to the Legislature
by July 1, 1980

Given the Health and Welfare Agency’s mandate under Chapter 1252,
we see no need to continue the CACY beyond the current year. In fact,
we believe continuation of the commission could fragment, rather than
strengthen, the development of state policy toward youth. For these rea-
sons, we recommend deletion of funds for CACY, for a savings of $127,500.
Funds authorized for CACY in 1978-79 will allow the commission to pro-
vide input to the development of the master plan.
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COMMISSION OF THE CALIFORNIAS

Item 46 from the General Fund ‘ Budget p. 45
Requested 197980 ... iicremieiens i veve v e sssssssererssssesesses e 875,254
Estimnated 1978-79....... teseereneianad eeereeanas ceeereras errrnerrireerererranaee 81,056
Actinal 1977=T8 ...t sbenessenss ereentereseasnivariseens 79,695
Requested decrease $5.802 (7 2 percent) ‘
Total recommended reducton ... ceecrerereeeeneseaencens None

GENERAL PROGRAM STATEMENT

The Commission of the Californias was established in 1964 to promote
favorable economic and cultural relations with the States of Baja Califor-
nia and Baja California Sur of the Republic of Mexico. Chapter 965, Stat-
utes of 1975, (1) expanded this mission to include education relations, (2)
increased the size of the commission to 18 members by adding the Lieu-
tenant Governor to the seven pubhc members and 10 legislative members,
and (3) authorized the commission to accept grants from private founda-
tions or individuals in support of its duties and functions.

The commission has an authorized staff of two, the executive dlrector
and a stenographer

ANALYSIS AND RECOMMENDATIONS
- We recommend 3pprova] ' '

There are no major workload or program changes proposed in this
budget. The 1979-80 General Fund appropriation of $75,254 is $5,802 or 7.2
percent less than the amount appropriated in 1978-79, This results primar-
ily from general reductions to operating expense items such as the travel
and communication expense categories (whlch were reduced to the 1977—
78 budgeted levels). These reductions are in accordance with the Gover-
nor’s policy to eliminate lower priority expenditures. We beheve the pro-
gram impact will be insignificant,

DEPARTMENT OF JUSTICE -

Items 47-49 and 51 from the
General Fund and Ttem 50
from the Motor Vehicle Ac-
count, State Transportation

Fund _ . Budget p. 46
Requested 1979-80 .......cwevereeeerrereesssssnmmssssssessessssssssisnnoseoneersenrive $76,712,633
Estimated 1978=T9........ccoiiieiniinieiessneserers s sessssssassnane 75,038,982
ACHUAl 197778 ..o s ersnsn e e et ss s 68,729,609

Requested increase $1,673,651 (2. 2 percent) ‘
Total recommended reductlon ........................... enreercnrtstsenesas $1,670,207
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1979-80 FUNDING BY ITEM AND SOURCE .
Ttem Description B Fund . ~ Amount 4
47 Depattment Support General $66,275,614 [
48 Fingerprint Fees Fingerprint Fees, General 2,433,396
49 Antitrust Attorney General's Antitrust 709,520 .
Account, General - !
50 Data Center Support - Motor Vehicle Account, 7,159,103 i
State Transportation ¢
51 Legislative Mandates General o 135,000 -
Total ‘ - . 76,712,633 :
) . Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . page

1. Funding Duplication. Reduce Item 47 by $10,000. Rec- 64
ommend reduction of $10,000 already appropriated to the '
department by Chapter 580, Statutes of 1978. i '

2. Unneeded Equipment. Reduce Itemn 47 by $250,604. Rec- 65 y
ommend deletion of unjustified equipment purchases. -

3. Department-owned Vehicles. Reduce Item 47 by $49,151. 67
Recommend deletion of 10 replacement vehicles and ap-
proval of department’s proposal to initiate reconditioning

. program. -

4. Energy Commission Support. Reduce Item 47 by 857,398, 67
Recommend deletion of 1.8 positions budgeted for legal
services to the State Energy Commission to eliminate over-
budgeting.

5. Crime Prevention Unit. Reduce Item 47 by $452, 421 Rec- 68
ommend elimination of Crime Prevention and Control
Unit {14.2 positions) to avoid duplication. '

6. Intelligence Unit Support, Reduce Item 47 by $36,455. Rec- 70
ommend (a) deletion of 1.7 positions for staff support to -
the Law Enforcement Intelligence Unit and (b) prov1sxon
of staff support only on a reimbursable basis.

7. Narcotic Organization Support. Reduce Item 47 by $149,- 70
865. Recommend (a) deletion of seven positions for staff
support to the California Narcotic Information Network

“and (b) provision of staff support only on a reimbursable
basis.

8. Artist Positions. Reduce Item 47 by $41, 86:5 Recom- 72

" mend deletion of one audiovisual assistant and one graphic
artist in the Organized Crime and Cr1m1nal Intelligence
Branch. ‘

9. Consumer Coordination. Reduce Item 47 by $415985. T2
Recommend reduction of 13.8 positions in the Consumer .
Protection Unit and a shift in emphasis from state litigation
to coordination of local consumer protection actions.

10. Budget Identification. Recommend identification of the 74

. department’s Legislative and Public Inquiry Units begin-

' ning in 1980-81 Governor’s Budget.
11. Staff Research Assistance. Reduce Item 47 by $45855 'l4
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Recommend deletion of two positions which provide staff
. support to Research Advisory Panel. :
12. Salary Overpayments. Recommend installment collec: 76
tion of overpayments recelved by 21 departmental em-
- ployees.
13. Staff Development Iasbtute Reduce Itemn 47 by $6L,000.  T7
- Recommend deletion of three new positions for the Staff
"~ Development Training Institute. ‘
14. Out-of-State Tuition. Recommend all tuition funds col- 78
lected by the department for courses supported by the
Commission on Peace Officers Standards and Training be
returned to the Peace Officers’ Training Fund begmmng
in the current year. S
15. New Burlding Support. ‘Reduce Item 47 by $66,678. Rec— 79
ommend deletion of 9.6 proposed new positions and vari- -
ous equipment for Phase 1 occupancy of the new Division
of Law Enforcement Building. Further recommend trans-
fer of $35,130 from personal services to operating expenses
to provide reimbursement for state police services. ‘ '
16. Data Center Support. Augment Item 47 by §715,910 and - 81
Reduce Ttem 50 by $715,910. Becommend shift in funding -~
support for the California Law Enforcement Telecom-
munications System to more appropriately reflect system
workload.

GENERAL PROGRAM STATEMENT

The Department of Justice, under the d1rect1on of the Attorney General
as the chief law officer of the state, provides legal and law enforcement
services to state and local agencies. Departmental functions are carried
out through three programs—Administration, Legal Services, and Law
Enforcement—each of whlch is d1v1ded into severa.l elements.

Administration Program

Administration, which mcludes the Attorney General s executive ofﬁce
provides the followmg functions and services (1) training for employees
of the department and local criminal ]ustlce and law enforcement units,
(2) management analysis, (3) library services for the legal staff, (4) work
measurement and personnel services, and (5) administrative services,
including all fiscal management functions and legal ofﬁce support such as
stenographic and typing services.

Legal Services Program

The legal services program contains C1v11 Law, Criminal Law and Spe-
cial Operations elements, each con51st1ng of attorneys spemahzed in par-
ticular fields of law.

Civil Law Division. This le].SlOIl (1) pr0v1des legal representatlon for
most state agencies, boards and commissions, (2} renders legal opinions,
(3) represents the state and its employees in the field of tort liability, and
(4) provides legal services relating to claims against the Subsequent Injury
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Fund. Reimbursements are received for legal services provided to state
agencies which are supported by special funds and significant amounts of
federal funds.

Criminal Law Division. "This division . (1) represents the state in all
criminal appeals from felony convictions and in connection with writs in
criminal proceedmgs before state and federal courts, (2) assists the Gover-
nor’s office in extradition matters,(3) serves as prosecutor in criminal
trials when a district attorney is dlsquahﬁed or otherwise unable to handle
the proceedings, and (4) assists local Jurlsd1ct1ons in enforcing child sup-
port obligations through maintenance of the Parent Locator Service, a
unit which collects data to assist district attorneys in the loeation of parents
who have deserted or abandoned their, children. -

Special Operations Division. This division seeks to protect the pubhc §
rights and interests through legal representation in four program compo-
nents: (1) public resources law, which- :provides formal and informal legal
assistance to state agencies which administer and enforce laws and pro-
grams relating to the use and protection of the state’s natural resources;
(2) land law, which handles all litigation arising from the administration
of state-owned lands by the State Lands Commission; (3) statutory comph-
ance, which investigates the financial practices of charitable trusts to in-
sure compliance with state law, enforcesnational and state antitrust laws;
and protects and enforces constitutional rights; and (4) environment and
consumer protection, which represents the public’s interest in consumer
fraud and environmental matters. : :

Law Enforcement Program

The Division of Law Enforcement, the department S largest and most
complex program, provides a variety of law enforcement services through
four branches, a computer center and a Crime Prevention and Control
Unit, -,

Enforcement and Investigation. The Enforcement and Investigation
Branch through a program of field investigative services (1) aids local
enforcement agencies in the solution and. prosecution of significant
crimes, particularly those which affect more than one county or area, (2)
provides investigative services to the department’s civil law programs
such as the tort liability, subsequent injury, antitrust and charitable trust
programs, (3) develops intelligence and-gathers evidence to apprehend
major narcotics violators, .(4), administers a triplicate prescription system
to prevent diversion of legal supplies of narcotics into illegal channels, and
(5) trains local and state enforcement personnel in techniques of narcotic
enforcement. e

Investigative Services. The Investigative Services Branch maintains a
system of laboratories for providing analyses of criminal evidence, blood-
alcohol samples and controlled substances, and interprets the 31gn1ficance
of scientific findings to law enforcement agencies and the courts.

Identification and Information.  'The Identification and Information
Branch (1) collects crime data from state and local criminal justice agen-
cies, (2) compiles, analyzes and prepares statistical reports on crime and
delinquency and the operations of ¢riminal justice agencies in California,
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{3) processes fingerprints and makes tentative identification through fin-
gerprint comparisons in criminal cases, (4) processes noncriminal finger-
prints for law enforcement, licensing and regulatory agencies (the cost of
which is primarily reimbursed by fees), (5) maintains a central records
system (now being automateéd) consisting of approximately 3.7 ‘million
individual record folders and 6.1 million fingerprints, (6) assists law en-
forcement officers in locating stolen property and missing or wanted per-
sons, and (7) processes applications'for permits to carry concealable
weapons.

Organized Crime. The Organized Crime and Criminal Intelhgence
Branch gathers, compiles, evaluates, disseminates and stores criminal in-
telligence information which may indicate the presence of organized
crime. The branch furnishes administrative support for the nationwide
Law Enforcement Intelligence Unit (LEIU) and the California Narcohcs
Information Network (CNIN).

Consolidated Data Center. The Consolidated Data Center, one of four
such centers established by 1972 legislation, provides centralized manage-
ment of data processing equipment and services for the Department of
Justice, California Highway Patrol (stolen vehicle processing only) and
local law enforcement agencies. The center’s automated communications
systems in Sacramento and l.os Angeles link over 620 California and 32
Nevada criminal justice agencies to computerized files in Sacramento Los
Angeles, Washington, D.C. and other states.

Crime Prevention and Control. The Crime Prevention and Control
Unit provides a number of crime prevention programs t¢ organizations
and agencies relating to the unique crime problems of specific groups such
as youth, the elderly and retail businesses. It also prepares and distributes
numerous crime prevention publications including a quarterly journal,
“Crime Prevention Review.”

ANALYSIS AND RECOMMENDATIONS

The department proposes state appropriations totaling $76,712,633, an
increase of $1,673,651 or 2.2 percent over the current year. This increase
largely is attributable to (1) personnel requirements for the acquisition of
new computer hardware, (2) purchase of replacement vehicles in the
Division of Law Enforcement, {3} increased General Fund support for the
Anti-trust program, and (4) limited-term security staff required for occu-
pancy of the new data center facilities.

Table 1 details the department’s proposed funding and EXpendltures
and shows a total expenditure program of $89,304,262, including reim-
bursements and federal funds. In contrast to the proposed moderate in-
crease in state support, the total expenditure program has been reduced
in the budget year by a net amount of approximately $1.3 million. This
reduction results from a number of factors, including (1) a $2.2 million
decrease in reimbursements consisting largely of $736,581 in Federal Title
I funds and $1,217,869 in grant support from the Office of Criminal Justice
Planning (OCJP), (2) the termination of three federally-funded grants,
totaling nearly $650,000, for drug diversion, training, and computerized
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litigation activities, and (3) a deletion in excess of $2 million relating to 100
unspecified personnel reductions as proposed by the administration.
These reductions are discussed in more detail later in this analysis.
Table 1 . )
. Department of Justice : ' i
Budget Summary '
S i
Change from :
FEstimated® Proposed" current year i
1978-79 1979-80 Amount ~ Percent i
Funding : : ) ‘ :
General Fund . §64902,768 - - $66,275614 81,372,846 21%
Fingerprint Fees (General Fund) .......... = 2,390,875 2,433,396 42,521 18 f
Attorney General’s Anti-trust Account . - N
(General Fund) cocoeoemsereeeeeerseeerneons 879,404 709,520 — 169,384 —-193
Motor Vehicle Account {State Transpor- ’ ] :
tation Fand} ......ocovmveeeeresssossenenneriones 6,761,935 7,199,103 397,168 59 |
Legislative Mandates (General Fund) ® 164,000 135,000 ’ - 31,000 29.8 i
. Total State Funding.....ivsersmresensnes 875,038,982 $76,712,633 $1,673,651 2.2%
Reimbursements 12,525,542 . .10,286,081 —2,239,461 —-179
Federal Funds ; 2,811,140 2,117,734 - 693,406 —247
Political Reform Act .. 183,651 187,814 4163 . 23 K
Total Expend:tures ................. presrsssriarens $90,559,315 $80,304,262  $—1,255,053 —14% i
Programs )
Administration ) : ‘
Distributed : ($10,035,402) {$10,363,432) ($328,030) 3.3% : !
Undistributed - $5,673,903 85,680,212 $6,309 ol b
Personnel-years .................................... 200.7 A7 -2 -10 P
Legal Services : :
Civil Law ...... C12979964 0 12945345 0 —-34619 -3 7
Personnel-years. ... e 3329 3219 -5 -15 b
Criminal Law 11,561,338 11983833 422495 3.7 ‘_;
Personnel-years 3458 3458 - - n
Special Operations..... 7,984,885 8,218,093 233,208 29
Personnel-years V24 202.1 -2 -10 N
. Grant Projects 2,716,970 2,409,023 ~307947 -113 N
Petsonnel-years ... 8 56 - —8 —125 iy
Law Enforcement ' o
EXECUtive ... : (94,003689)  ($4,213,053) ($209,364) 52 i
. Personnel-years ... mmmemsesmrsssrnns {40.6) {50.2) (9.6) - 236 !
Enforcement and Investigation ............  $8,587,379 $9.247,129 $659,750 7.7
Personnel-years.....o.ounn “ 259 259 C - =
Investigative Services 4,437,640 4,041,213 —396.427 -89
Personnel-years........... 1622 1242 -38  -234
Identification and Information . 16,731,149 19,386,586 — 344,563 -7
Personnel-years ..o 1,054.1 1,0336 —-205. -19
Organized Crime and Criminal Intelli- : .
gence ‘ 3,126,056 3,142,029 15,973 5
PerSONNEN-YEArS coveesneceenessresreese 109 109 : — —
Crime Prevention and Control. . 0 478716 482,421 3705 8
Personnel-years ... 14.2 142 — —_
Consolidated Data Center ll /552,552 13,683,156 2,130,604 184
Personnel-years....... " 2599 - 201 311 120
Grant Projects 1,624,763 71,822 —1552941 956
Personnel- years.. 68 . 2 -686 ~97.1
Legislative Mandate ® . 104,000 135,000 31,000 29.8
Unidentified Savmgs -— —2,121,600 —2,121,600 —
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Personnel-years ... mresceess — —100 -1 - —
Program totals - $90,559,315 $89,304,262 §--1255053 . —14%
Personnel-years 3,082.9 28725 —2104 —68%
* Amounts in parentheses are distributed among other items and are so shown to avoid double-counting.
Funds to pay costs incurred by cities and counties for legislatively mandated record destruction of

possession of marijuana files and submission of dental records of missing persons.
¢ Unspecified perscnnel reductions to be identified prior to legislative committee hearings on the budget.

The legislative mandate funds shown in Table 1 reimburse cities and
counties for destroying or obliterating records of courts and publie agen-
cies concerning arrests and convictions- for possession of marijuana,
{$72,000) and for submitting dental records of missing persons to the
Department of Justice to assist in the identification of dead. bodles
($63,000).

The Department of Justice’s budget-year grants, their sources, dollar

‘amounts and number of positions are shown in Table 2. The air-marine

enforcement network grant is displayed as a reimbursement because of
the statewide policy to reflect grants in this manner if, as in this case, they
are first received by another agency, such as OQCJP. The Medi-Cal Fraud
Unit grant, received for the first time in the current year, represents the
only federal funds currently anticipated for 1979-80. '

The Governor’s Budget identifies a reduction of $50,387 in federal funds
as a partial funding source for the deletion of 100 unidentified positions.
Because the impact of this reduction on state matching requirements-and
personnel levels is not known at this time, the Medi-Cal Fraud Unit’s
components, including a state match of $240,902, are shown in Table 2 as
originally proposed by the department Should actual federal fund reduc-
tions materialize, a reduction in General Fund matching support and
grant positions would be required. .

Table 2
Department of Justice Grant Projects )
Funded by Law Enforcement Assistance Administration {LEAA) and
Office of Criminal Justice Planning {OCJP)

197950 :
Amount . State match Positions
Funded by LEAA . : :
Medi-Cal Fraud Unit ....... 42,168,121 $240,902 36
Proposed: federal funds reduction for unidentified ] '
savings * e —50,387 _
Subtotal ....... e 82,117,734
Funded by OCJP ) . . )
Air-Marine Enforcement Network .. 71,802° No Match 2
Required _
Grand Total e $2,180,556 $240,902 58

® Proposed by the administration as partial fund'mg source for deletion of 100 unidentified positions.
Unspecified impact on state matching requirements and number of positions.
Shown in Governor's Budget as reimbursements:
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" New Positions

The department proposes a total of 51.7 new positions as summarized
in Table 3. Most of these positions, 35.1, are proposed to assist in the
implementation of the hardwire acquisition project in the department’s
Law Enforcement Consolidated Data Center (LECDC). All but three of
-these data center positions would terminate June 30, 1981. Of the remain-
ing new positions, six are scheduled for the Advanced Training Center, 9.6
are designated as security officers for the Phase I occupancy of the depart-
ment’s new building, and one is a legal assistant to serve the Department
of Social Services” Community Care Licensing program. The legal assist-
ant is one of two such positions created during the current year through
conversion of one vacant authorized attorney position, as part of an up-
ward mobility program. This had only a minor fiscal impact. The second
legal assistant position appears as a reclassification on the “workload and
administrative adjustments” line for the civil law element of the Division

of Legal Services.

" Table 3

Department of Justice
Proposed New Positions

Number of
Professional
and  Aumberof  Personal Source
Technical  Clerical Services of
Positions  Positions Cost Funding
Administration
Advanced Training Center . : )
Staff Development Training Institute®.... 2 1 851,164 General Fund
Organized Crime Training Institute ........ 2 1 . 83976 Reimbursement
Division of Civil Law . .
General Workload .... 1 e 13,392 Reimbursement
Division of Law Enforcement Executive -
New Building Security ®...oo.oovovmnvseersin 9.6 —_ - 28973 General Fund
Consolidated Data Center : .
Hardware Acquisition ® ...coeoecmnnnionnns 266 3.5 421,993 General Fund &
' . Motor  Vehicle
Account
Consultant COnvVersion ... 3 — 69,744 General Fund &
: Motor  Vehicle
. _ Account
SUBLOLAL.cv..vrevesrrsrmmenessmmserinssemessrsssrsreesens 44.2 75 $669,242
Total Proposed New Positions ......co....cooemenens 51.7 $669,242

® These positions are funded by existing funds.
b Limited term to October 31, 1981.
¢ Limited term to June 30, 1981.

Sections 27.1 and 27.2 Reductions

In compliance with the Budget Act of 1978, the department has identi-
fied reductions of five percent in operating expenses and equipment (Sec-
tion 27.1), and two and one-half percent in personal services (Section
27.2). Generally speaking, the department distributed these reductions
among its programs on a proportionate basis. When possible, it deleted
new positions and support funds approved by the Legislature to com-
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mence in the current fiscal year. As a result of these reductions, two minor
programs, license- application review and the suspect photo file, were:
eliminated in the departments Identification and Information Branch
because comparable services were available elsewhere Tables 4 and '3
detail these reduct1ons ‘

Table 4

‘ Department of Justice
Operating Expense and Equipment Reduction
‘Section 27.1, Budget Act of 1978
' {1978-79 Fiscal Year) - ~

Category ’ ' . . ‘ Total
General Expense — $176,720
Printing ‘ . 12,795
Communications FO 132,735
Travel-in-State 128,655
Travel-ont-of-State : 27,165
Consultant/Professional Services Iarsesesarssbe e AR R AR AR 72,900
Cost-0F-SUIL .vvvrrrvsvasscsscrreessrsnsassnss : 25,178
Data Processing Expense . : . 25,000
Facilities 180,872
Equipment ...... : - 251,480
Tort Claim Payment 17,500
Total v ‘ $1,051,000

Table 5

Department of Justice
Personal Services Reductions
Section 27.2, Budget Act of 1978

Salaries
and Temporary . ¢
Positions. - Wages Help . Overtime
Division of Administration -172 . ~ §-193042 $-2,935 —
Division of Legal Services : =170 —403,068 —10,000 e
Division of Law Enforcement.... ~58.5 —625,326 —9,600 $--112,005
Total —927 $—1,221.436 $-22535  §-—112,035
Total salaries and wages ..... ‘ $-1356,006 ’
Reduction in staff benefits ......uwiiomiminnens $-338,623
Adjustment to salary savings §-21,033
Total personal SErVICES ..e..wmmscrssssren e $—1,673596

Additional Unidentified Reductions

The department’s budget reflects the reductxon of an additional 100
unidentified personnel-years, at a total savings of $2,121,600 ($1,462,790
salaries and wages, $329,405 staff benefits, and $329,405 operating expenses
and equipment) from the department’s various funding sources, including
federal funds. Because these positions have yet to be identified, an accu-
rate and conclusive evaluation cannot be made of the support levels
shown in the Governor’s Budget for the department’s various programs,
any or all of which will be subject to revision as details become available
on where the savings will be made.
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Impact of Recent Legislation

Reimbursable Blood-Alcohol Testing Program. As we recommended
in our 1978-79 Analysis, the Legislature converted the department’s
blood-alcohol program (laboratory tests of blood, breath or urine) from
Motor Vehicle Account (State Transportation Fund) support to a reim-
bursable program on January 1, 1979. Reimbursement support is gener-
ated by additional $25 fines collected by local jurisdictions for violation of

various Vehicle Code sections. Chapter 790, Statutes of 1978, authorizes -

the department to support the program on a reimbursable basis only
through June 30, 1980, to allow legislative review of the program’s effec-
tiveness: Savings to the Motor Vehicle Account for the 18- month period
will approximate $1.8 million.

Rules and regulations implementing the rexmbursement provisions
were filed with the Secretary of State on November 21, 1978, and adopted
as emergency regulations. The department’s Investigative Services
Branch, which currently is negotiating contracts with counties interested
in having the state perform-these laboratory tests, does not anticipate any
reductions in level of service. The department proposes to charge $18.45
per test, for a service package that includes any expert court testimony
that may be required.

Tear Gas Training for Citizens. Chapter 1340, Statutes of 1976, permit-
ted most private citizens to purchase and use tear gas weapons in self-
defense, provided the purchaser has completed a certified tear gas train-
ing course. Chapter 730, Statutes of 1978, authorized the Department of
Justice to establish a program for certifying public and private training
institutions offering such courses to private citizens. The department is
authorized to charge a fee sufficient to offset the costs of administering the
program.

'The department has notified the Leglslature of its intention to establish
a certification program in the current year under provisions of Secton 28,
Budget Act of 1978. The department anticipates that 15,000 persons will
be trained annually, and estimates current-year costs (for a six-month
period) at $27,056. Budget-year costs are estimated at $55,348, which
represents a program commitment of two full-time p051t10ns and corre-
sponding operating expenses.

Development of this reimbursable program was not completed in time
to be included in the 1979-80 Governor’s Budget. The Department of
Finance should make the appropriate increases in the department’s
schedule of reimbursements prior to final legislative action on the budget
bill in order to reflect properly the addition of this program.

Burglary Prevention. Chapter 580, Statutes of 1978, appropriated
$20,000 to the Department of Justice from the General Fund to promote
a one-year pilot project in burglary prevention in a low-income, urban
community. The department is authorized to expend these funds in com-
bination with federal monies as long as the federal contribution is at least
90 percent of total program cost. The department anticipates beginning
the program in the current year and concluding it in 1979-80.

Dental Records. Chapter 462, Statutes of 1978, requires local govern-
ments to submit dental examination records to the Department of Justice,
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on forms supplied by the department, when neither the coroner nor the
medical examiner is able to identify a dead body: Similarly, local law
enforcement personnel are mandated to obtain dental records of missing
persons and forward them to the department for identification purposes.
Chapter 462 appropriated $5,000 to the department in the current year to
offset the cost of developing the dental reporting form. Beginning in the
current year, funds are included in the department’s budget to reimburse
costs incurred by local governments in complying with this mandate.

Destruction of Marijuana Records. Funds were included in the depart-
ment’s budget for the first time in 1977-78 for the destruction or oblitera-
tion of marijuana records as required by Chapter 952, Statutes of 1976.
However, implementation of this measure.was delayed until the latter
portion of 1977-78 because the Attorney General challenged its constitu-
tionality. The California Supreme Court has upheld the measure. Conse-
quently, the department anticipates sizable increases in the. number of
state records destroyed in the current and budget years.. -

Legal Services Reorganization and Workload Pnonty

"The description of the department’s legal program contamed in the
Governor’s Budget does not accurately reflect changes made by a recent
reorganization of the department’s civil law element. The Public Welfare
Law section has been eliminated by shifting its health and welfare licens-
ing responsibilities (10.8 positions) to the Professional and Vocational Li-
censing section and its health, education, and welfare client services (23
positions) to the Government section.

In addition to the efficiencies achieved by this reorgamzatlon the de-
partment had adopted a new policy with respect to providing legal assist-
ance to state agencies. Under this poliey, requests for legal services will be
handled by existing staff on a priority basis. Because the legal workload is
expected to grow in the budget year, this policy will result in the rejection
of requests that involve low priority work. Moreover, in those cases where
client agencies have their own staff attorneys (house counsel), the Attor-
ney General will ask the agencies to transfer their attorneys to the Depart-
ment of Justice to handle the work. House counsel, with only a few
statutory exceptions, are not authorized to represent the state in court,
although they otherwise perform the full range of legal services. However,
in a limited number of instances, the Attorney General has delegated his
authority and authorized departmental counsel to litigate on behalf of
their agency. The Department of Justice’s new policy would incorporate
these attorneys in the Attorney General's ‘staff for the duration of.the
litigation. :

Funding Duplication

We recommend a reduction of $10,000 f}om tfze General Fund (Item
47) to avoid duplication of funding 31ready appropnated by Cbapter 580,
Statutes of 1978

Chapter 580, Statutes of 1978, approprlated $20,000 from the General
Fund to the Department of Justice (without regard to fiscal year) for the
establishment of a one-year pilot project in burglary prevention in a low-
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income, urban community. ' '

In reviewing the department’s “Reconciliation with Appropriations”
statement (General Fund) we note that the budget reflects a $10,000
expenditure for this project in the current year but no expenditure is
carried forward to the budget year. A review of the department’s operat-
ing expense and equipment schedule reveals the inclusion of the remain-
ing $10,000 in the Crime Prevention Unit’s baseline budget.

Because the department already has received the $20,000 appropriation
provided by statute, the Governor’s Budget should offset the budget-year
General Fund appropriation by the $10,000 remaining for expenditure.
We therefore recommend a reduction of $10,000 from the General Fund.

Additional EqQuipment Not Needad

We recommend a deletion of $250,604 (Item 47) propo.s‘ed primarily for
the purchase of additional equipment.

Analysis of ‘the department’s baseline Supplementary Schedule of
Equipment (Schedule 9) reveals that 54 percent of proposed expenditures
are for additional, rather than replacement, equipment. Further examina-
tion of the justification for these purchases reveals an apparent overbudg-
eting of equipment items for nonessential purposes.

. Table 6 surnmarizes our proposed reductions of the department’s equip~
ment budget, by requesting organization. A dlscussmn of each unit’s re-
quest follows.

Table 6

Department of Justlca :
Equ:pment Reductions Proposad by Leglslatwe Analyst

Organization - S .. Amount

Legal Support Services omsinn . $186,735
Advanced Training Center 17,357
Organized Crime and Criminal Intelligence Branch (OCCIB) . 16,965
Investigative Services Branch ... : y : 29547
TOTAL . TR——— . . $250,604

- Legal Support Services, Three of the department’s four legal support
offices are requesting a total of ten additional word processing machines
on the basis of anticipated increases in attorney personnel during the
current and budget years. However, the department has proposed no new
attorneys in the budget year and, in fact, 13 attorney positions are being
held vacant in the current year as a result of Section 27.2 reductions.
Because the budget does not provide for additional legal staff, we recom-
mend deletion of the 10 additional machines for a savings of $185,440. We
further recommend deletion of $1,295 for audiovisual equipment
proposed for in-service training at the Sacramento legal office because
comparable equipment is available and could be borrowed from the de-
partment’s- Advanced Training Center.

Advanced Training Center. - The department’s training center is re-
questing a variety of additional audiovisual equipment, such as projectors,
cameras, and video recorders and the replacement of five typewriters.
Only two of the typewriters are 10 or more years old. Of the remaining
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three typewriters, one was purchased in 1974 and two in 1976. State pohcy
provides for replacement only when a typewriter is 10 or more years old.
The department’s written documentation indicates no mechanical dif-
ficulties with any of the three newer machines. Therefore, we recommend
that three machines not be replaced for a savings of $2,640.

With regard to the additional audio visual equipment requested, we
believe it is inappropriate to purchase additional equipment when the
training center already has a number of units on hand and has failed to .
document any workload increases requiring additional supplies. We have
identified and recommend the deletion of $14,717 of additional equipment
which falls in this category.

Organized Crime Branch. The Organized Crime Branch proposes to
replace a word processing machine purchased in 1975 because better,
more efficient equipment is now available. The branch has not indicated
that any full-time positions could be eliminated because of the greater
efficiency of the new machine, or that any mechanical problems exist with
the present one. We believe this propesed purchase is premature and
recommend deletion of $16,965 budgeted for this purpose.

Investigative Services Branch. The Investigative Services Branch op-
erates a system of thirteen criminalistics laboratories throughout the state.
Eight laboratories, designated as regional labs, offer a full range of erimi-
nalistic services. The remaining five laboratories, known as satellite labs,
are designed to provide limited services, primarily restricted to blood-
alcohol analyses. These laboratories were developed, according to a
master plan, with federal support provided by the Office of Criminal
Justice Planning and the Office of Traffic Safety. These laboratories were
converted to state support in 1977-78.

The branch proposes to purchase $22,503 of additional equipment for
development of two satellite laboratories into “mini-regional” laboratory
status. The department states that this development has been instituted
for a number of reasons, including training existing satellite staff to fiil
possible vacancies in the regional laboratories. We believe development
of the “mini-regional” concept is contrary to legislative intent. The Legis-
lature was advised of the regional and satellite laboratory concept at the
time the laboratory system was converted to state support and accepted
the program on that basis. The proposed additional equipment is in excess
of satellite laboratory requirements, as specified in the master plan. We
therefore recommend deletion of $22,503 intended for this purpose.

The branch also proposes an expenditure of $4,500 for miscellaneous
equipment which is yet to be identified. We believe this represents contin-
gency budgeting and the funding should be deleted. Finally, the branch
proposes a purchase of $2,544 for macro zoom lenses for crime scene
investigations in the eight regional laboratories. While' this purchase
would give the laboratories additional flexibility, no justification was pro-
vided by the department indicating any significant problems with existing
equipment. We therefore recommend deletion of these lenses for a total
reduction of $29,547 from the Investigative Services Branch’s request.
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Department-Owned Vehicles

We recommend (a) deletion of 10 new Veb:c]es scheduled for repiace-
ment in the budget year and (b) approval of the department’s proposal
to recondition at least six vehicles which would otherwise be replaced, for
a total General Fund savings of $49,151 (Item 47).

In response to Supplemental Language adopted by the Conference
Committee on the 1978 Budget Bill, the Department of Finance prepared
a study of Department of Justice vehicle utilization. Based on this study,
the Department of Justice proposes to purchase 72 vehicles at a cost of
$425,886 in the budget year. The major criterion used to determine when
a department-owned vehicle should be replaced is a factor of 100,000
miles. Updated mileage projections recently made by the department,
indicate that 82 vehicles in the departmental fleet will exceed 100,000
miles prior to June 30, 1980. However, the department advises that its fleet
contains 14 vehicles whlch can be used for replacements, thus reducing
the number of replacement vehicles needed.to 68. . .

In discussing its automobile requirements with our office, the depart-
ment has proposed an expenditure of $10,000 in the budget year to per-
form major mechanical overhauls on vehicles that exceed 100,000 miles so
that these vehicles can continue to be utilized rather than being replaced
with new models. The department estirates that this program would
reduce its requirements by 6 vehicles, resulting in an overall need to
replace only 62 automobiles.

The effect of the department s analysis of its vehlcle requirements is
summanzed in Table 7. ‘

Table 7

Department of Justice
1979-80 Vehicle Replacemonts

Mileage- based replacement needs ; . 8

Departmental vehicles available e —14
Vehicles qualifying for replacement IR i 68
Vehicles saved by mechanical overhaul ... , ]
Total number required ... \ 62 -

Because the Governor’s Budget proposes to replace 72 vehicles and the
department currently estimates a need for 62, we recommend deletion of
10 vehicles for a savings of $59,151. At the same time, we believe the
department’s overhaul proposal, at a cost of $10,000, is a worthwh:le pilot

“program. Replacement of these six vehicles otherw1se would require a
$35,490 additional expenditure, Therefore, we further recommend that
the proposed savings of $59,151 be offset by the cost of the overhaul
program for a revised General Fund savings of $49,151. '

Attorney Staff Overbudgeted

We recommend deletion of 1.8 positions budgeted to prowde Iegaf
services to the Energy Commission for a reimblirsement $avings of $57 328
(Item 47).

Last year, in a Supplemental Analysis dated April 26, 1978, we recom-
mended that two attorneys and supporting clerical staff be deleted from
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the Department of Justice’s current-year budget because the department
had overbudgeted attorney services for the State Energy Commission.
The Legislature accepted our recommendation. In accordance with this
action, the Attorney General has budgeted three attorneys to  handle
commission workload in 1979-80.

However, an examination of actual experience durmg 1975-76 through
1977718 reveals that the Department of Justice has yet to devote two
attorney years of service to the commission.

Moreover, in the first six months of the current year the commission has
utilized only 420 hours of Attorney General services. Assuming that this
rate of utilization continues for the remaining portion of the current year,
the commission will utilize less than one-half of a personnel-year of Attor-
ney General legal services. In view of this current and past experience, we
. believe the Department of Justice continues to overbudget legal services
for the Energy Commission and therefore recommend deletion of one
attorney position, and the corresponding clerical support, for a relmburse-
ment savings of $57,328.

Duplicative Crime Prevention Activities

We recommend elimination of the Crime Prevention and Control Unit
for a reduction of 14.2 positions and a General Fund savings of $452,421
(Itemn 47).

The Department of Justice established its Crime Prevention and Con-
trol Unit in 1971 under the Attorney General’s broad authority as the chief
law officer of the state. The 14.2 positions devoted to this effort are divided
between the department’s four offices in Los Angeles, Sacramento, San
Diego and San Francisco. The Los Angeles office is the unit’s largest, with
a staff of seven, including the Assistant Director in charge of the program.

The unit responds to requests from local governmental agencies and
community groups to provide technical assistance, consultation, and pro-
gram development assistance in various crime prevention subject areas,
based on the objectives and perceived needs of the requestor. Currently,
the unit is developing a child abuse prevention model in the cities of
Pomona and Chino, and a burglary prevention program in the City of
Fontana. In add1t10n to these and other pI‘O_]eCtS the unit prepares a
quarterly bulletin on erime prevention for senior citizens and a quarterly
journal entitled “Crime Prevention Réview.” .

The Legislature has recognized that crime prevention activities having
the cooperation of both community and law enforcement officials can
have a positive impact on the incidence of crime. Chapter 578, Statutes of
1978, expressed the Legislature’s decision to take positive action in this
area by establishing a Crime Resistance Task Force in the Office of Crimi-

nal Justice Planning (OCJP). Members of the task force are charged with

assisting the Governor and the California Council on Criminal Justice in
furthering citizen involvement in local law enforcement and crime resist-
ance efforts.

The Office of Criminal Justice Planning is charged with the respon51b1h-
ty of developing the California Community Crime Resistance Program. It
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is legislative intent, as expressed in the statute, that local projects support-
ed by this program shall include at least three of the following activities:

(1) Comprehensive crime prevention programs for the elderly to in-
clude, but not be limited to, education, training and victim /witness assist-
ance programs.

(2) Efforts to promote neighborhood 1nvolvernent such as, but not
limited to, block clubs and other community based, resident-sponsored
anticrime programs.

(3) Home and business security inspections.

(4) Efforts to deal with domestic violence.

(5) Prevention of sexual assaults.

(6) Programs which make available to community residents and bum-
nesses information on locking devices, bu:ldmg security and related crime
resistance approaches.

(7) Training for peace officers in commumty orientation and .crime
prevention.

We believe OCJP is the appropriate organization to be. the central
coordinating agency for state crime prevention activities, as provided in
current law, for the following reasons. (See Item 407, OCJP, for further
discussion of this issue.)

First, the office has statutory respon51b111ty to develop a comprehensive
statewide plan for the improvement of eriminal justice and delinquency
prevention. As the state’s criminal justice planning agency, OCJP should
be the leader in coordinating local crime prevention programs.

Second, most of OCJP’s support requirements receive 90 percent fund-
ing from the federal government and will receive and disburse approxi-
mately $43.4 million in federal funds in the budget year. As such, the office
is in a key position to monitor any potential duplication .of state or local
staff and resources.

Third, OCJP is mandated to render technical assistance to state and
local agencies. Because the office has been involved in local crime preven-
tion: activities in the past, it already has developed some expertise in this
area.

Finally, the office has a statutory mandate to perform evaluation studles
of funded programs. We believe this evaluation capacity will provide the
Legislature with the data necessary to determine appropriate courses of
future crime prevention activity.

While we believe the Department of Justice has made a sincere and
dedicated effort to-develop meaningful crime prevention programs, we
believe the public interest is better served by a centralized state effort
concentrated in one agency. The OCJP has been mandated by the Legisla-
ture to perform such a function and will embrace many of the same
activities currently undertaken by the Department of Justice, In our judg-
ment, this duplication of services should be avoided: We therefore recom-
mend elimination of the Crime Prevention and Control Unit for a
reduction of 14.2 positions and a savings of $482421.
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Naed Reimbursement of Staff Support for Intelligence Unit

We recommend that the Organized Crime and Criminal Intelligence
Branch provide staff support to the Law Enforcement Intelligence Unit
only on a reimbursable basis, for a reduction of 1.7 positions and a sa Vmgs
of $36,455 to the General Fund (Item 47)

The Law Enforcement Intelligence Unit (LEIU) is a 9297-member net-
work of various state and local law enforcement agencies performing an
intelligence function throughout the United States and Canada. The de-
partment’s Organized Crime and Criminal Intelligence Branch (OCCIB)
has been designated the LEIU central coordinating agency and historical-
ly has provided staff assistance to the organization in the belief that the
intelligence benefits derived from this staff work outweigh costs to the
General Fund.

We believe there are several reasons why this service should be pro-
vided only on a reimbursable basis.

First, the majority of LEIU members are from other states and Canada
Of the organization’s total membership of 227 agencies, 148, or 65 percent,
are from outside California.

Second, the major portion of the staff’s workload (requests for informa-
tion) is generated by out-of-state agencies. During the three-month peri-
od January to March 1978, 62 percent of the inquiries received were from
out-of-state, 27 percent were initiated by the Department of Justice and
11 percent onglnated from other California agencies.

Third, there is precedent for a pro rata reimbursement of the depart-
ment's shpport costs. Beginning in the current year, each LEIU member
has been assessed a $300 fee primarily to maintain the computerized
Interstate Organized Crime Index (IOCI) which was developed with
federal funds by OCCIB as a communications index for the members of
LEIU.LEIU r'nemb'ers have assumed this cost. Assumption of staff support
costs would require an additional assessment of only $161 per member.

Fourth, a representative of the Department of Justice, who serves as a
member of LEIU’s executive committee, attends a sufficient number of
LEIU activities to keep California mformed of intelligence developments
in other states and Canada.

We therefore recommend a reduction of 1.7 staff support positions at a
savings of $36,455 to the General Fund ($25,714 in personal services and
a corresponding reduction of $10,741 in operatmg expense and equip-
ment). We further recommend that the provision of any future staff serv-
ices to LEIU be provided on a reimbursement only basis. We recognize
that should the organization agree to assume these costs, the 1.7 positions
would be reestabhshed admlmstratlvely by the department

Need Ralmhursement of Staff Support for Narcotics Unit -

We recommend that the Organized Crime and Criminal Intelligence
Branch provide staff support to the California Narcotic Information Net-
work only on a reimbursable basis, for a reduction of seven positions and
a savings of $149,865 to the General Fund (ltem 47).

The California Narcotic Information Network (CNIN) was founded in
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1973 and is composed of over 218 local, state and federal law enforcement
agencies which have a narcotic enforcement or narcotic intelligence com-
ponent. OQut-of-state members include agencies in Nevada, Utah, Texas,
Hawaii, Washington, and Arizona. Each member contributes information
on individuals. and organizations identified as being part of the upper
echelon of the narcotic sales/supply structure. This information is stored
in the Department of Justice.

'The Department of Justice’s Organized Crime and Criminal Intelli-
gence Branch (OCCIB) provides the staff support to this organization.
The seven-member staff (the unit’s coordinator, a Special Agent III, is
supported by the department’s Enforcement and Investigation Branch
but housed in OCCIB} coordinates the statewide exchange of strategic
and tactical information and analyzes avaﬂable information for member
agencies.

We have several concerns with this staffing arrangement.

First, this is essentially an association of local agencies in which the state
has no voting rights on the board of directors. Policies and priorities are
developed with only ex-officio input from state participants. .

Second, historically state members, including seven field offices of the
department’s Enforcement and Investigation Branch and two field offices

of QCCIB, have participated in the organization only to a minimal degree.

The field offices have chosen to contribute limited data to the system and
have seldom queried CNIN for possible subject information. -

Third, the impact of this organization on the narcotics problem in Cali-
fornia has yet to be proven. CNIN advises that its current “hit rate” (the
number of times that an inquiry matches up with information stored in the
file) is 10 to 13 percent. Data are not available which would indicate the
number of “hits” which would have been made even in the absence of the
organization,

Fourth, based on the number of inquiries received for the three month
period january through March 1978, it appears that the state is _subszdmmg
substantial use of the system by federal and out-of-state agencies. Of the
659 inquiries made during that penod 47 percent were generated by
out-of-state and federal members.

Finally, precedent exists to establish staff support on a reimbursable
basis. Currently, each member agency is assessed a membership fee of $75
to pay for the travel and per diem expenses of the CNIN Board of Direc-
tors. A member agency with several field offices is required to pay only
one fee. As of December 13, 1978, CNIN had 132 paid members. Mainte-
nance of existing staff support would require an additional assessment of
$1,135 per member agency.

For these redsons, we recommend a reduction of seven p051t10ns, for a
savings of $149,865 to the General Fund ($139,909 in personal services and
$9,956 in operating expenses and equipment). We further recommend
that any future staffl services to CNIN be provided only on a reimburse-
ment basis.
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Graphic Artist Positions Not Needed

We recommend deletion of one audiovisual assistant and one graphic
artist in the department’s Organized Crime and Cr:mma] Intelligence
Branch for a reduction of two Ppositions and a sa vmgs of $41.865 to the
Genera] Fund (Item 47).

The department’s Organized Crime and Crlmmal Intelhgence Branch
(OCCIB) has an audiovisual unit consisting of an audiovisual assistant and
a graphic artist. This unit provides a variety of artistic services, training
aids and multi-media communications support for OCCIB. In addltlon the
unit is called upon to provide professional artistic work to other depart-
mental units, including the Advanced Training Center, Enforcement and
Investigation Branch, and the Bureau of Identification. .

We question the appropriateness of supporting full-time professmnal
artists in an individual branch of a department when the state printing
office employs a staff of graphic artists for just this purpose. We believe
proliferation of artists in individual departments is contrary to the state
policy of centralizing support services.

While OCCIB has provided workload information which indicates that
these individuals work on a number of projects, we believe the availability
- of professional artists within a small organizational unit probably has a
self-generating effect on workload. For these reasons we recommend de-
letion of these two positions for a savings of $41,865 to the General Fund

Consumer Coordination Neaded

We recommend reorganization of the Consumer Protecbon Unit so that
it focuses on coordinating district attorney and city attorney actions with
a resulting reduction of 13.8 positions (6 attorneys, 3 consumer protection
assistants dnd 4.8 stenographers) and a savings of $415,955 from Item 47
($310,491 from the General Fund and $105494 from reimbursements).

‘The Attorney General, as chief law officer of the State, has the responsi-

~bility to see that the laws of the state are uniformly and adequately en-
forced. Article V, Section 13, of the state constitution specifies that the
Attorney General shall have direct supervisory authority over every dis-
trict attorney in the state and, when required by the public interest, shall
assist any district attorney in the discharge of the duties of that ofﬁce

With regard to consumer matters, state statutes have given authority to
the Aftorney General, the Director of the Department of Consumer Af-
fairs, district attorneys and city attorneys to enforce consumer laws. On
the state level, the Legislature has vested the Department of Consumer
Affairs with primary authority to advance and protect consumer interests.
Like the Attorney General’s Office, the department may initiate litigation
on behalf of consumers and is required to enforce compliance with the
advertising laws of California. The Director of the Départment of Con-
sumer Affairs has the power to seck termination or modification of false
advertising claims and to disseminate mformatlon concerning the truth of
such claims to the public. '

Orgamzatlona]ly, the Department of Justice’s consumer protectlon ac-
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tivities are the responsibility of a Consumer Protection Unit composed of
12 attorneys, three consumer protection assistants who gather information
regarding possible consumer fraud cases, and 9.6 personnel-years of steno-
‘graphic support. In addition, the department s Public Inquiry Unit assists
the consumer function by processing consumer complaints received by
the Attorney General. Both of these units are supported partially by state
cost recoveries from successfully litigated consumer cases. These funds are
reflected in the department’s budget as reimbursements. The Consumer
Protection Unit currently seeks to coordinate its activities with district
attorneys and city attorneys throughout the state. However, the majority
of the unit’s time is spent handling consumer litigation. -

The Attorney General and the Director of the Department of Con-
sumer Affairs have comparable anthority with regard to many consumer
fraud matters. In light of this joint responsibility, we believe it would be
advantageous to the state for the Attorney General to deemphasize its
litigation activity and concentrate its efforts on statewide consurer pro-
tection coordination, for the following reasons.

First, many of the consumer actions brought by district attorneys and
city attorneys have statewide effect. A local official, in bringing consumer
actions, is representing the People of the State of California. In the past,
some actions brought by local officials have precluded adm_m;stratlveb ac-
tions by state agencies. The Attorney General has a constitutional mandate
to insure consistent enforcement of state laws. Unless he assumes a leader-
ship role in coordinating local consumer fraud/consumer protection cases,
different local officials may assert inconsistent positions in court, resulting
in uneven enforcement which is contrary to the Attorney General’s man-
date.

Second,  coordination could result in the recovery of mcreased eivil
penalties for local governments. As of this writing, the full impact of
Proposition 13 upon local consumer protection programs is unknown.
Prior to passage of the proposition, district attorneys in approximately 20
counties were active in consumer matters, while those in some 24 addi-
tional counties were involved on an occasional basis. The collection of civil
penalties has allowed some district attorney programs, including thait of
Sacramento County, to be self-supporting. The availability. of the Con-
sumer Protection Unit’s resources and expertise should facilitate addition-
al recoveries because of increased local litigation and litigation filed jointly
by local entities and the state {with the local unit as the lead agency).

Third, the level of protection to the public and legitimate  business
would be greatly enhanced by a coordinated state effort led by the Attor-
ney General because enforcement actlons Would be taken at the source
of the fraudulent activity. :

For these reasons, we recomrnend that the Attorney General’s con-
sumer activities focus on local coordination, rather than statewide litiga-
tion as is currently the case. This reorganization would result in a
reduction of 13.8 positions in the department’s Consumer ‘Protection Unit

for a savings of $415,985 ($310,491 from the General Fund and $105,494
from relmbursements)
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Budget Identification Needed

We recommend that the department'’s Legislative and Public Inquiry
Unilts be Identified as separate programs beginning in the 1950-81 Gover-
nor’s Budget. .

Legislative Unit. The Department of Justice’s Legislative Unit is com-
posed of personnel borrowed from various departmental functions includ-
ing Executive, Criminal Law, Opinion Administration, Management and
Manpower Services, and Legal Support Services. As such, the unit has
never been separately identified in the Governor’s Budget.

Historically, our office has experienced difficulty with the timeliness
and fiscal reliability of legislative bill analyses prepared by the depart-
ment. We believe this is at least partially attributable to the lack of distine-
tion between the unit’s bill analysis function and the coordination of
departmental legislation as it moves through the Legislature. We believe
the department’s new administration is aware of some of these difficulties
and will take appropriate action to insure that, in the future, the Legisla-
ture will benefit more fully from the department’s law enforcement and
legal knowledge as well as fiscal expertise. We therefore recommend, as
a first step, that the department’s Legisiative Unit be separately 1dent1ﬁed
beginning in the 1980-81 Governor’s Budget.

Public Inguiry Unit. The department has a Public Inquiry Unit staffed
with three professionals, three clericals, and one personnel-year of tempo-
rary help. Basically, this unit serves a clearinghouse function for incoming
information ¢r publication requests, consurner complaints, and legal assist-
ance requests received by the Attorney General. In addition to its clear-
inghouse function, the unit also coordinates and prepares departmental
press releases,

Because of the workload and staff commitment devoted to this activity,
we believe it is appropriate for this unit to be reflected in departmental
budget documents. We therefore recornmend that the Public Inquiry Unit
be' identiﬁed separately beginning in the 1980-81 Governor’s Budget.

Inappropnate Staff Research Support

' We recommend deletion of two posi tions serving as stalf assistants to the
Research Advisory Panel, for a savings of $48,855 (Item 47).

Chapter 1334, Statutes of 1968, created in state government a Research
Advisory Panel consisting of representatives of (1) the State Department
of Health, (2) the California State Board of Pharmacy, (3) the University
of California, (4) a private university, (5) a professional medical society,
and (6) a representative of the Governor. Panel members representing
state agencies are appointed by the head of the entities to be represented.
Members serve without compensatlon and are rambursed for their ex-
penses. . -

The Research Advisory Panel is charged W1th the respons1b111ty of (1)

authorizing the use of controlled substances for the purpose ‘of research,

instruetion, or analysis, (2) approving the provision of marijuana by the
Attorney General for research projects registered by the Attorney Gen-
eral; (3) holding hearings concerning research projects focussing on mari-
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juana or hallucinogenic drugs, and (4) reporting annually its activities to -
the Legislature and the Governor. The Department of Justice has pro-
vided staff support to the panel since 1971-72. Current staff consists of an
Executive Secretary who is a Doctor of Pharmacy and one personnel-year ¥
of stenographic support. 1

We believe it is inappropriate for the Department of Justice to provide
staff support to the drug panel for the following reasons:.

First, the panel’s workload requirements do not appear to be 51gn1flcant
For example, the panel’s most recent annual report to the Governor and
Legislature, dated June 20, 1978, indicates that during calendar year 1977,
48 research applications were reviewed. Of these, 12 were revisions of
unapproved applications, 24 were new research proposals, and 12 consist-
ed of substantive amendments to existing projects. In addition to review-
ing research proposals, the panel undertook 15 on-site surveys in the :
calendar year. While the panel is not mandated to conduct such surveys, i
it believes this activity is an effective means of monitoring continuing
research projects. A typical site visit is made by a panel member and the !
Executive Secretary and usually requires no more than one day. Table 8 i
reflects the panel’s workload by year of project approval. o i

Table 8

Research Advisory Panel | :
Workload by Year of Project and Amendment Approval
1972-77 (Calendar Years)

1972 1973 1974 1975

, A 97 1977 E
Drug Research Project ; I 8 4 9 6 17 .
Amendments* : : -2 2 1 Sl .2 8 i
Treatment Research Project ........ reseeesssssasemrescami e -3 1 3 4
Amendments” osintere _ _ 3 .2, 4
Tota] - : . 8 10 8 4-- 13 .. 3B

* A project may be amended several times in any given year

B

Second, there appears to be duplication between the panel 5 reg;stra— |
tion activities and those of the federal Drug Enforcément Administration |
(DEA}, which is required to register, on an annual basis, all research
projects utilizing controlled substances. Any project reviewed by the
panel also must be reviewed by DEA. In addition, DEA registers drug
research projects which are not under the panel’s purview.; . .. ;

Third, there is no specific. legxslatwetmandate that the : department
provide staff support. The panel meets only six times a year. It appears that
the panel has been given wide discretion to carry-out its legislative man-
date and could distribute its workload in alternative manners if full-time
staff support were unavailable. For example, we believe that each.of the
various state representatives could.arrange, at no additional cost; clerical
and related staff support services on an as- needed basm to meet any work
load requirements. )

Because Ffull-time staff support: does not appear to be requlred to fulﬁll
the panel’s legislative mandate, we recommend deletion ;of two drug
panel positions in the department’s criminal law element for 4 savings of
$48,855 in personal services. In light of DEA responsibilities in this area,

~
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the Legislature also may wish to consider legislation abohshmg the Re-
search Advisory Panel. ‘

Salary Qverpayment Irregularities

We recommend that the Department of, ]ustzce collect, on an equitable
installment basis, salary overpayments received by 21 departmenta] em-
ployees, and ad wse the Legislature of.its progress no later than December

1, 1979,

Background During the course of implementing the 1973-74 salary

increase program, approximately 620 state employees were mistakenly
placed at a higher than allowable salary step due to promotions to new
personnel elassifications during the federally-imposed salary freeze period
(July 1, 1973 to May 1, 1974). These errors were attributable to complexi-
ties arising from the state’s effort to comply with salary increase limitations
imposed by the Cost of Living Council which reduced the percentage
increases received by certain classifications of state employees.
. According to the State Personnel Board (SPB), an initial group of ap-
proximately 350 employees (on a statewide basis) who were identified as
having been overpaid for one to two months immediately returned the
overpayments. Subsequently, approximately 200 additional employees
were identified as having received overpayments between July 1974 and
July 1976. Nearly all of these employees have repaid their overpayments.
The overpayments to these 550 employees total less than $250,000. In
QOctober 1976, an additional 70 employees were discovered to have been
overpaid and still owe approximately $130,000.

Department Position. Twenty-one Department of Justice employees,
twenty of whom are high-level attorneys, are among those who have yet
to refund the overpayment to the state. The department believes that any
attempt on its part to collect the overpayments would place a considerable
hardship on the individuals. Collectively, these 21 employees were over-
paid $68,688. In a position paper dated July 7, 1976, the department advised
the State Personnel Board that it did not believe recovery of these over-
payments was legally or equitably justified. Therefore, unlike other affect-
ed agencies, the departinent declined to undertake the recovery of these
funds. To date, neither the State Personnel Board nor the State Controller
has pursued the matter with the department. However, in a letter dated
November 20, 1978, from the Personnel Board to the Controller, the SPB
queried the Controller as to what action, if any, the state’s fiscal control
office will take regarding repayment from Department of Justice em-
ployees. The Controller advised our office on January 11, 1979, that this
issue was still in the process of review. {See related discussion, Item 52,
State Controller.) :

Legisiative Action. During deliberations on the two Board of Control
Omnibus Claims bills last session (Chapters 882 and 1074, Statutes of 1978),
the Legislature considered the salary repayment issue. The Board of Con-
trol had granted relief from payment, totaling $49,839.25, to forty-nine
individuals from various departments other than the Department of Jus-
tice. The Legislature denied these clalms as we recommended, for the
following reasons:
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First, it has been the longstanding policy of the SPB that salary overpay-
ments must be collected from employees and salary underpayments must
be paid by the state.

Second, failure to collect the overpayments is inequitable (1) to those
employees in similar circumstances who have refunded such overpay-
ments and (2) to those employees in the same class at the same salary’
range who received the proper (lower) amount of compensation.

Third, the recovery of overpayments could be accomplished without
causing undue hardship to the employees by collecting funds on an install-
ment basis.

We have been advised that should attempts be made to collect the
$68,688 due from the Department of Justice employees, these individuals
will bring suit against the state. However, recognizing that (1) approxi-
mately 550 of the 620 affected employees have répaid their overpayments,
{2} the policy of SPB regarding over and underpayments has been applied
consistently in the past, (3) the Legislature recently denied claims for
forgiveness of the obligation to repay the state, and (4) recovery could be
accomplished on an instaliment basis so as to minimize hardship to these
individuals, we recommend that the Department of Justice collect, on an
equitable installment basis, salary overpayments received by 21 depart-
mental employees and advxse the Leglslature of its progress no later than
December 1, 1979. .

In the event the Justice employees bring suit against the state, we
recommend that the state contract for private counsel to defend itself, and
seek a judgment against the plaintiffs requiring them to fully relmburse
the state for the cost of defending itself agamst such an actlon

Staff Developmont Institute

We recommend deletion of three new positions, requested for the Staﬁ"
Development Training Institute for a General Fund savings of $61,000
(Itern 47). We further recommend that the department justify, prior to
legislative hearings, the cost efféctiveness of continuing this institute. In
the absence of such documentation, we would recommend that the re-
maining three positions be deleted for an additional savings of $99,070.

The Staff Development Training Institute is one of three institutes com-
prising the department’s Advanced Training Center. Its permanent staff
of three coordinates and provides in-house management, supervisory, ana-
lytical, technical, secretarial and safety training for departmental person-
nel. The department administratively 'established three additional -
positions in the current year by reallocating budgeted funds. The depart-
ment proposes to establish these positions permanently at a cost of $61,000 _

anmually to the General Fund. We believe this request is unjustified for RN

the following reasons. :
First, the staff development unit provides only a mlrurnal amount of
instruction at the institute. In 1977-78, of the 1428.5 total hours of instrue- .
tion given, institute staff was responsible for 17.5 percent, other depart- .
mental staff for: 55.5 percent, and consultant staff for 27 percent. In that -
same year, of the 24 classes taught, institute staff was exclusively responsi-
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ble for instruction int only two classes, ‘while other departmental staff was
exclusively responsible for seven classes, and contract personnel- for
twelve. Three classes, of the 24 offered, were taught by a combination of
instructors.

Second, the staff development 1nst1tute does not exclusively provrde
in-service training for departmental employees. In 1977-78, for example,
departmental employees attended 56 courses at the Personnel Develop-
ment Center (PDC) at a cost of $44,545. A number of the courses attended
by departmental staff at PDC, such as Secretarial Development School .
and Written Communications, also were offered by the institute (Secre-
tarial Development Program and ertmg Skills Program) and taught by
contract personnel.

Finally, the staff development mstrtute appears to be expanding un-
necessarily. The institute began in 1975-76 with an offering of six courses,
expanded to 13 in 1976-77, expanded further to 24 in 1977-78, and current-
ly offers 3} courses. We question the appropriateness of an individual
department establishing its own staff development institute, with contract
staff as the primary instructional resource in the majority of courses, when
centralized services are provided by the Personnel Board and other agen-
cies for all state employees.

The Staff Development Training Institute currently has a permanent
staff of three and would expand to six with the approval of the requested
positions. We recommend deletion of the requested three new positions
for a savings of $61,000. We further recommend that the department
justify, prior to legislative hearings, the cost-effectiveness of continuing
this institute. In the absence of such documentation, we would recom-
mend that the remaining three positions be deleted f0r an addrtronal
savings of $99 070.

Tuition Receipts Not Properly Budgeted

We recommend all tuition funds collected by -the d’epartments Ad-
vanced Training Center from out-of-state students attending courses sup-
ported by funding from the Commission on Peace Officers Standards and
Training be returned to the Peace Officers’ Training Fund begmnmg in
the current year.

The Depariment of ]ustlce s Advanced Training Center offers a varlety
of law enforcement-related training courses attended by local, state and
federal peace officers. In 1977-78 the center trained 2,539 loca.l peace
officers, 163 state peace officers, (including 35 Department of Justice em-
ployees) 287 officers from out-of-state, and 7 foreign peace officer person-
nel. Beginning in July 1978, the. department requires that out-of-state
students pay a tuition fee sufﬁcrent to cover the center’s training costs.
The department advises that as of December 31, 1978, $38,640 had been
collected from these students as unscheduled. reimbursements.

A substantial number of out-of-state students attend courses offered by
the center’s Organized Crime Training Institute. For example, in 1977-78
out-of-state students comprised 49 percent of the attendees in the data
analyst course, 50 percent of the commanders course, and 45 percent of
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the organized crime analysis program. Overall, 18 percent of the in-
stitute’s attendees were from out-of-state. Enrollment in these classes is
limited. Currently, applications from 323 California students and 47 out-of-
state students are backlogged waiting a course opening.

Because the Commission on Peace Officers Standards and Training
supports these courses, under contract, from the Peace Officers’ Training
TFund, we believe out-of-state student tuition should be returned to the
fund and recommend this procedure be implemented beginning in the
current year. Based on collections to date, we estimate that approximately
877,280 should be returned by the department in the current year.

New Building Support Questionable.

- We recommend deletion of 9.6 new posmons and transfer of $35,130

from personal services to operating expenses to allow the department to
contract for security services with the State police, for a net reduction of
$1,458 (Item 47).- We further recommend reductions totaling $65,190
(Item 47) in new building costs as follows: (a) $16,685 for miscellaneous
construction-related items (b) $1,895 in overbudgeted rental expense, and
(c) $46,610 for unnecessary security devices.

Secunty Guards. The department proposes an expenditure of §178,910
($34,543 in personal services and $144,367 in operating expenses and
equipment) for the anticipated Phase I occupancy of the new Depart-
ment of Justice building during the spring of 1980. The department’s Law
Enforcement Consolidated Data Center will be occupying the building
during Phase I, with the remaining branches of the Division of Law En- -
forcement to move into the facility during Phase II. The department
proposes to establish 9.6 limited-term security officer positions for Phase
I occupaney of the new building. With regard to the budget year, these
positions would be employed for a 3-month period beginning April 1, 1980.
The department has hired its own security personnel at the Division of
Law Enforcement since 1975 because of internal security requirements
and its belief that such personnel are more cost-effective and responsive
to the department.

Establishment of such positions is contrary to state policy expressed in
Government Code Section 14613 and Section 1403.9 of the State Adminis-
trative Manual which charges the California State Police Division with the
responsibility to protect and provide police services for state-owned and
state-leased facilities. The State Police provide security services for the
Teale Consolidated Data Center and the Department of Motor Vehicles
computer facility. the Department of Justice security guards are not able
to handle the total range of security measures for the department. The
State Police Division states that because the Department of Justice’s secu-
rity guards have no peace officer powers, the state police are often called
out to the Division of Law Enforcement’s current facility at 33rd and C
Street in Sacramento to handle problerns such as removal of abandoned
vehicles. - :

The department proposes an expendlture of $34,543 in personal services
and $2,075 for the standard comiplement of operating expenses aid equip-
ment for a total cost package of $36, 618 in the budget year. Our discussions
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with the state police indicate that annual costs for a state police security
guard in the budget year are $14,050. Thus, the total cost for the state
police to provide the three months of required service during the budget
year (assuming 10 positions) would be $35,130, a savings of $1,488 com-
pared to Department of Justice estimates. Having the State Police provide
security services for Phase I occupancy offers the following additional
advantages compared to using departmental personnel for this purpose:
(1) state police have peace officer status; (2) they can provide backup
resources; and (3) they have experience in similar security operations.

In light of these circumstances, we recommend deletion of the 9.6 new
positions and a transfer of $35,130 from personal services to operating
expenses and equipment in order to reimburse the Department of Gen-
eral Services for providing police service. We further recommend dele-
tion of $1,488, which represents the difference in expenditure between the
amount budgeted by the department and the cost of police services.

Double Budgeting. A portion of the requested expenditures, totaling
$16,685, is construction-related, including telephone wiring, exterior light-
ing, door alarms and locks, and are inappropriately included in the support
item. We further believe, as noted in the 1978-79 Analysis that the Legisla-
ture’s decision to appropriate funds for Phase I construction and site de-
velopment of the new Department of Justice building under Item 389 (d),
Budget Act of 1977, was with the understanding that the $4,679,000 appro-
priation would provide adequate funds to construct a complete and usable
facility. Because these funds already have been appropriated, the request-
ed construction-related expenditures are unnecessary. We therefore rec-
ommend deletion of $16,685. We further recommend deletion of §1,895
which the department mistakenly overbudgeted-for new building rental
expenses during the budget year.

Security Equipment. the Budget Act of 1978 appropnated $18,000 to the
Department of Justice to purchase a security card key system for the
computer center. We had recommended against this added security sys-
tem for the center because the building already is designed for liriited
employee and visitor access. Due to construction delays, the department
will be unable to purchase this system in the current year and is requesting
the funding to be reallocated in the budget year. The department further
proposes an additional expenditure of $44,660 to incorporate the key card
system into the environmental, smoke and fire alarm system provided in
the construction budget.

The need to provide security measures for the cornputer ceriter was
recognized in the 1976 Department of Justice building program devel-
oped by the Office of the State Architect. We believe, therefore, that all
necessary security devices should be included in the $4,679,000 appropria-
tion approved by the Legislature in the Budget Act of 1977. :

We believe the Legislature was generous in approving the card key
system last year. Because the department appeared to be fully satisfied
-with the additional security support offered by that system, we see no
reason to enhance the system further.

In addition, Section 1404 of the State Administrative Manual reqmres
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reduced by 10 percent. Although this amount is probably low in terms of
actual support to general law enforcement, it at least reflects a more
realistic allocation of costs. If the recommendation is adopted, the General
Fund appropriation to the Department of Justice (Item 47) should be
.augmented by 8715,910 and Item 50, the appropriation from the Motor
Vehicle Account (State Transportation Fund), reduced by a comparable
amount.

STATE CONTROLLER

Items 52—56 from various funds Budget p. 68
Requested 1979-80 ..o vttt st sssssssmsssssassse s $30,442,778
Estimated 1978-79.......ccocvnvevevarns S SO 27,465,580
ACHIAL 1OTT=T8 ..o reriseeere it ins e sesasnsesssesnssssasnsssesaes 24,731,140

Requested increase $2,977,198 (10.8 percent) '
Total recommended reduction ........veeevvveieiiseseresmseess e $291,366
1979-80 FUNDING BY ITEM AND SOURCE .
Item Description Fund Amount
52 State Controller - General } $28,549,260
53 State Controller . Motor Vehicle Fuel Account, - 1,460,836
. Transportation Tax
54 State Controller State School Building Aid 211,078
55 State Controller Aeronautics Account, State 133,358

-+ Transportation
56 State Controller Unclaimed Property 79,246
S Total . $30,442,778
) : Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Mandated Cost Audits. Augment Item 52 by $74,825. Rec- = 87
ommend three positions for increased field audlts of man-
dated cost claims.

2. Interest on Excessive Reimbursements. Recommend 88
legislation requiring interest to be charged on excessive lo-
cal reimbursements for mandated costs or revenue losses.

3. Budgeting for Medi-Cal Warrants. Reduce Itemn 52 by $224,- 88
145, Recommend reduction of Item 52 and augmentation '
of Item 257 by an equivalent amount to assure appropriate

. budgeting for Medi-Cal warrant writing costs.

: 4. Collective Bargaining Administrative Costs. Reduce Item 52 90
by $62,800. Recommend deletion of five positions for pay--
roll processing costs expected to result from the collective
bargaining process.

~ 5. Salary Overpayments, Recommend State Controller’s of 91

. fice take action to collect salary overpayments and report to '
Legislature.
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6. Uniform Accounting and Reporting. Recommend legisla- 93
tion to require uniform accounting for cities and uniform
reporting practices for all local governments.

7. Unclaimed Property. Reduce Item 56 by $79,246. Becom- 96
mend deletion of four “heir finder” positions.

GENERAL PROGRAM STATEMENT

The State Controller is the elected constitutional fiscal officer of the
state. His responsibilities include those expressed in the Constitution,
those implied by the nature of his office and those assigned to him by
statute. Specifically, the State Controller is responsible for (1) the receipt
and disbursement of public funds, (2) reporting the financial condition of
the state and local governments;, (3) administration of certain tax laws and
collection of amounts due the state, and (4) enforcement of the unclaimed
property laws. The Controller also is a member of various boards and
commissions. including the Board of Equalization, Franchise Tax Board,
Board of -Control, State Lands Commission, Pooled Money Investment
Board, and assorted bond finance committees. .

ANALYSIS, AND RECOMMENDATIONS

- 'The budget proposes expenditures of $30,442,778 in 1979—80 an increase
of $2,977,198, or 10.8 percent, over estimated 1978—79 expenditures. Fund-
ing is pro’vided primarily by the General Fund {94 percent) with the
balance coming from special funds and reimbursements. Table 1 shows
the proposed level of expenditures for each of the five programs adminis-
tered by the Controller’s office. The Controller’s major program, Fiscal
Control, accounts for 35 percent of 1979-80 costs and is budgeted to re-
ceive the largest increase of any program (11.6 percent).

Table 1

State Controller
Program Summary

. Personnef-Years ) Lxpenditures
- Program 1977-78  1978-79 197980  1977-78 1978-78 197950
L Fiscal Control ...... 5874 6351 6588  SI4501,206  $17081931  $19,060.209
Ii. Tax Administra- ‘
{5107 R J— 2064 2053 2068 . 5215577 5,503,439 5,659,098
III, Local  Govern- .
ment Fiscal Af- '
. FAITS vrvvssremnresressnssnres 68.5 83.7 836 2,002,766 2,558,138 2,570,019
IV. Systen Develop- : . : . '
MOt oo, 809 828 - 807 9,600,691 9957345 3,190,810
V. Unclaimed Prop- . : o
-3 SOOI 64.8 90.3 0.3 2,681,469 2,678,893 2,818913
VL. Legislative Man-.
dates....oormeeerereinnes N.A. N.A. NA 58,153,501 81,897,283 80,012,766
(Less: Amounts o .
Shown in Other
Budgets) .......... o (58,153,501}  (81,897,283)  (80,012.766)
VI Refunds of Loan T )
License and )
Other Fees...coun.r N.A. N.A. N.A. - 30,000 30,000

VIII, Administrative - . :
Distributed....... (308) (3%27) (G817 (895976) (049.959)  (959,673)
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Undistributed .. . 176 180 20.0 565,938 502,325 772,013

Program
Total ......... 10256 1,1152 11402  $27.657,647 331,402,071 $34,101,062
Less Reimburse- i
1115111 S 2,926,507 3,936,491 3,658,284
Net Program ‘
Total.errcernne $24 731,140  $27.465,580  $30,442,778

The Governor’s Budget provides funding for 107 new positions in the
Controller’s office. Of these, 27 positions are proposed as continuation of
expired limited-term positions into the budget year. These positions are
primarily related to payroll. An additional 20 positions which were ap-
proved in last year’s budget are proposed to continue Medi-Cal audits.
Reimbursable services account for 22.5 positions, including 13 for payment
of Medi-Cal warrants.-A total of 11.5 positions are proposed to itnplement
recently enacted legislation and 26 positions are requested for general
workload increases. - A

As a result of Section 27.1 and 27.2 of the 1978 Budget Act, the Control-
ler’s staff was decreased by 25.1 work-years, 2.3 percent of its base, and
total expenditures were reduced $1.5 million, or by 4.2 percent. Table 2
summarizes these reductions by program.

Table 2
Section 27.1 and 27.2 Reductions
Summary by Program

FPercent
. Total of

Positions  Expenditures  Reductions

1. Fiscal Control 2.0 $385,238 26.3%
II. Tax Administration 81 146,243 10.0
1l Loeal Government 40 92,979 6.3
IV. System Development 9.0 305,760 20.8
V. Unclaimed Property 20 537,361 36.6

- 25.1 $1,467 581 100.0%

. FISCAL CONTROL

The Fiscal Control program seeks to assure the fiscal integrity of the
state through a system of controls over the state’s financial transactions
and periodic reports on the state’s financial condition and operations. As
shown in Table 3, the program is carried out through four divisions: Ac-
counting, Audits, Disbursements, and Payroll and Personnel Services.

Table 3
Fiscal Control Program
Summary by Element

Personnel-Years : Fxpenditures
1977-78 1978-79 197980  1977-78 - 1978-79 1978-50

Accounting Division . :
Control Accounting...... - 485 479 48, $1,374623 $1,374,540 $1,408,015
Financial Analysis ........ 149 16.8 149 504,724 571,802 522,243
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Audits Division A ‘
Claims Audits ....coevvsvnens 404 425 447 771,069 840,835 887,468
Field Audits ...ocoeeee... 79.1 1142 1180 2,981,423 3,465,248 3,580,936

Disbursements Division
Disbursements  Serv-

0 uummsssersnsrsrssssnisasass 9.8 1013 1014 3,708,059 4,111,430 4,878,557
Technical Serviees....... 545 75 . Tl 1,259,899 1,578,158 1,752,681
Less amounts distribut-
ed to other programs.... : '(1,207,356) {1,530,158) (1,594,812)
Personnel and Payroll - : :
Services

Personnel Services 1273 1164 1172 3625997 - 4,068,005 4,167,685
Payroll Services 125.9 1245 1375 2,266,778 2,601,972 3,457,436

Totals .uonsemsicrnnn - 5874 6351 © 6388 §14591206  $17.081,931 319,060,200

Minor Staffing Increase for Accounting Division

The Accounting Division carries out control accounting and financial
analysis activities. Control accounting maintains accounts on all funds in
the State Treasury and for the treasury trust system. Although the number
of transactions involving these accounts has shown a constant increase,
stafﬁng has remained constant because of increased reliance on'data proc-
essing equipment.

Chapter 1284, Statutes of 1978 (AB 3322) established new requirements
regarding the treatment of federal funds. It established a Federal Trust
Fund in the State Treasury to receive all federal money allocated to the
state, its agencies, departments and institutions. Agencies which receive
federal funds must now file a financial plan with theé Controller, who is
responsible for ‘approving the expenditure of these funds. The budget
shows no new positions to accomplish this workload, but the Controller
expects the Department of Finance to provide positions and funds for this
purpose through Item 349.1 of the 1978 Budget Act (appropriation for the
California Fiscal Information System (CFIS) project).

The Financial Analysis Unit prepares various reports on the state s fi-
nancial transactions and condition. It also calculates the amounts due local
agencies from taxes collected by the state, mandated cost claims, property
tax relief and federal funds. The local government fiscal relief measures,
Chapters 292 and 332, Statutes of 1978, created additional workload requir-
ing 1.5 personnel-years in the current year and 0.5 personnel-year in the
budget year. These positions are financed from federal (Public Works
Employment Act, Title IT} funds.

In the budget year, General Fund money is provided for 1.0 additional
personnel-year to handle workload from the increased mandated cost -
claims submitted by local governmenté, '

Audits Division Shows Major Increase

The Audits Division administers two distinct program elements, claims
audits and field audits. .
Claims Audits. Claims audit personnel review claim schedules submit-
ted by departments before payment is made for services rendered and
goods received. The review assures that requested payments are properly.
authorized and that funds are available for such payments. The budget.
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proposes 2.2 additional personnel-years at a cost of $31,815 to the General
Fund to deal with increased workload. We believe that this increase is -
justified on the basis of growing backlogs and increasing workload per
auditor.

Field Audits. Field audit activities consist of post-payment review of
| expenditures of state and federal funds by both state and local agencies.
‘ Audits of expenditures of federal funds are done on a reimbursable basis.
In the current year, the General Fund pays 24 percent of field audit
program costs, special funds pay for 6 percent, and reimbursements, pri-
marily from federal funds, pay for 70 percent. In the budget year, there
is a net increase of 3.8 personnel-years, but the General Fund will bear a
larger share (39 percent) of total program costs. This results from (1) 4.8
new positions in the budget year funded from the General Fund and (2)
a shift of 20 positions for Medi-Cal audits from Title II to General Fund
money.

Independent Madi-Cal Audit Starts

Last year, the Legislature approved $231,229 from the General Fund for
19 positions to allow the Controller to audit the Medi-Cal program. This
was in response to the Controller’s request for 39 positions for such audits.
The Governor deleted the $231,229 (General Fund) from the Budget Bill
and instead authorized 20 positions to be funded with a Title II grant. The
budget proposes to fund these positions from the General Fund in the
budget year.

At the present time, the Controller’s efforts are directed at (1) develop-
ing an overview of the system of fiscal controls under which the Medi-Cal
program operates, (2) auditing Medi-Cal providers, and (3) following up
on the results of various post-éxpenditure reviews by other state agencies
both within and-outside of the Department of Health Services. In estab-
lishing the Controller's Medi-Cal audit role, the Legislature’s. apparent
objective was to provide for an independent review of these expenditures
and controls. The Controller’s office has stated that the Legislature can
expect a report in early 1980 on the results of its efforts through December
1979. We recommend approval of the proposed General Fund support for
the positions. ‘

New Reimbursable Audit Posltuons

The budget shows 4.3 new positions which were admlmstratlvely estab-
lished in the current year and are supported through federal reimburse-
ments. The positions are continued in the budget year in addition to 4.8
new positions which would also be funded through reimbursements. The
9.1 personnel-years will audit the federal disaster assistance and flood
relief programs, the Coastal Zone Management Grant program, and
prime sponsors under the Comprehensive Employment and Trammg Act’
(CETA) program. ‘
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Controller's Role in SB 90 Claims

Chapter 1406, Statutes of 1972 (SB 90), first authorized the reimburse-
ment of local governments for state mandated costs and lost sales and
property tax revenues, Under Chapter 1406, local governments could sub-
mit claims for reimbursement only in cases where the mandating statute
acknowledged an obligation on the state’s part to cover the increased costs
(or revenue loss) resulting from the mandate. Chapter 1135, Statutes of
1977, significantly broadened the reimbursement program authorized by
Chapter 1406. It allows local governments to appeal to the Board of Con-
trol for reimbursement where (1} legislation contained a section disclaim-
ing any state obligation to finance mandated costs, and (2) legislation did
not disclaim the state’s obligation to reimburse local governments, but
provided no appropriation for reimbursement.

Local reimbursements in 1979-89 are budgeted at more than $80 mil-
lion. The $80 million, however, does not include claims for reimbursement
which might be approved by the Board of Control under Chapter 1135.

The Controller's office has two functions with respect to reimbursement
of mandated costs and lost revenues#First, the financial analysis unit
within the Accounting Division receives the reimbursement claims from
local governments and conduets a desk audit before honoring the claim.
Second, after payment, the field audit bureau within the Audits Division
selectively audits the local government claims to verify the validity of the
amount claimed. The Accounting Division will utilize two personnel-years
in the budget year (including one new position) for desk audits, and the
Audits Division will utilize three personnel-years for field audits.

Chapter 1135, will increase workload in the accounting division as the
board begins to approve new types of claims. Consequently, we believe
the one additional position in the budget year for the accounting division
is justified.

Field Auditing of Local Reimbursements

We recommend that Item 52 be augmented by $74,825 to provide for
three positions to increase the field auditing of reimbursement costs re-
sulting from state mandates.

Field auditing of local reimbursements during the 1977-78 ﬁscal year
utilized less than 0.5 personnel-years. This activity was expanded in the
current year with an additional two personnel-years. The field audit re-
sults show an extremely high rate of audit exceptions, with 80 percent of
the claims adjusted in 12 audits of four different programs. The ratio.of
adjustments to direct cost is approximately 25 to 1.

The Controller has categorized approximately 16 statutes as having a
high potential for adjustment. These 16 statutes involve approximately $36
million in claims over a two-year period, which is 20 percent of the total
reimbursements for that period. To audit 20 percent of the claims filed
under these 16 statutes would require an estimated 13 personnel-years.
The budget proposes only three personnel—years which would mean that
less than 5 percent of the reimbursements in this category would be
audited.

In view of (1) the high rate of potential disallowances and (2) the

e |
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potential increase in claims as a result of Chapter 1135, we believe that the
Controller’s budget should be augmented by $74,825 to provide for three
additional reimbursement field audit positions. With these additional posi-
tions, the State Controller’s office (SCO) would have six auditors available,
“which should allow it to establish an audit presence sufficient to encourage
greater accuracy in the preparation of these claims by local governments.

Interests on Excessive Reimbursement Claims

We recommend that legisiation be enacted to require the Controller to
charge interest on excessive reimbursements claimed by and paid to local
governments for the purposes of eliminating General Fund interest in-
come losses and removing mcenn ves for local go vemments to file exces-
sive claims. A

The Controller currently does not charge 1nterest on relmbursements
for mandated costs or revenue losses erroneously claimed by and paid to
local governments. The absence of an interest charge results in a loss of
income to the General Fund since the erroneously claimmed and paid
amounts would otherwise be invested through the state’s Pooled Money
Investment program. At the same time, local governments benefit from
excessive reimbursement claims because, in effect, they receive an inter-
est-free “loan” of state funds. In order to offset state investment income
losses and reduce the incentive for local governments to file excessive
claims; we believe legislation should be enacted to require an interest
charge on excessive reimbursements for whatever period such funds are
held by local governments.

Disbursements Division Gears Up for Medi-Cal Warrants

The disbursements division is responsible for preparing warrants and
reporting transactions to the central control accounts maintained by the
Accounting Division. The disbursements division also provides support
services such as data processing, reproduction and mail services to other
divisions within the Controller’s office.

In the current year, 13 positions will be administratively established to
process Medi-Cal warranis. These positions are proposed for continuation
in the budget year at a cost of $689,678. Medi-Cal warrants were formerly
the responsibility of a private firm, pursuant to a contraet with the Depart-
ment of Health Services. When the new contract for Medi-Cal fiscal inter-
mediary services was developed, the State Controller assumed
responsibility for preparation of warrants. The first warrants will be writ-
ten in June 1979, Full-year workioad will amount to 2.6 million warrants
and related documents: A substantial portion of these costs (52 percent)
are for postage.

Program Budgeting Should be Followed

We recomiend that the $224,145 for the Medi-Cal warrant process be
deleted from Item 52, the General Fund appropriation to the State Con-
troller, and included in Item 257, the General Fund appropriation for the
Department of Health Services.

In Chapter 1284, Statutes of 1978 (AB 3322), provided that “program
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budgeting” concepts be utilized in the budget. The specific intent of the
statutes is that department budgets reflect the costs associated with each
program. The direct appropriation of funds-to the Controller to cover the
cost of Medi-Cal warrants would be contrary to program budgeting objec-
tives because it would understate the cots associated with the Medi-Cal
program and overstate the costs of the Controller’s programs. A portion
of warrant costs ($465,533) is currently treated as reimbursements in the
budget. This recommendation will result in all of the Medi-Cal warrant
costs being treated in a consistent manner.

Tax Relief Causes More Warrants

Chapter 569, Statutes of 1978 (AB 3802}, made changes i in the Personal
Income Tax Law and Senior Citizens’” Property Tax. Assistance program
which increase the Controller’s warrant workload. The Governor’s Budget
includes $259,802 to cover the costs of this legislation. These funds will
provide for postage and 0.5 additional personnel—years.

Support Serwces Supporting Mors

The budget proposes the addition of eight positions in- the techmcal
services unit of the Disbursement Division. Approximately 5.6 new posi-
tions are requn'ed because of (1) the general increase in demand for
support services due to the continuing growth of the State Controller’s:
Office programs and (2) the growth'in the workload of the disbursement
services division due to a higher number of transactions. The remaining i
two personnel-years are necessary to improve the control and manage-
ment of sensitive information including payroll data, which the Control-
ler’s office maintains. The shift from an “in-house” computer to the Teale:
Data Center computer will require the development of new procedures
to assure security adequate to maintain confidentiality. Ini view of these i
needs, we believe the proposed positions are appropriate. - :

Payroll and Personnel Services Division

The Payroll and Personnel Services Division is responsible for maintain- "
ing the personnel records on all state employees and for payroll processing i
through the personnel services unit and the payroll services unit. )

The personnel services unit maintains state employee personnel records I
in a computerized system, the Employee History Data Base. Information
comes from the departments on newly hired or terminated employees, as
well as changes in personal or employment status for existing employees,
such as transfers, promotions; new dependents, and new addresses. Infor:
mation from the data base is provided to the State Personnel Board, the
Public Employees Retirement System (PERS), the State Controller’s of-
fice payroll unit and to various other state agencies, as necessary.

The budget shows minor increases in staffing in the personnel services
unit. One new position is funded through reimbursements to coordinate
contract work between the California State University and Colleges
(CSUC) and the SCO. The continuation of one position is proposed for
training of departmental staff in personnel and payroll procedures. New
workload requires one new position.on a limited-term basis until 1981.
Much of this workload stems from Chapter 1159, Statutes of 1977 (the State
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Employee Employer Relations Act) which is creating demands for mfor—
mation from both sides of the bargaining table.

Payroll services administers the Uniform State Payroll System. The pay--
roll services unit is requesting-18 additional personnel-years in the budget
year to deal with (1) transition to the new payroll system and (2) in-
creased payroll transaction.

New Basic Payroll. Late in the current year, the Controllér expects the
basic payroll computer program to go into operation at the Teale Data
Center. Funding is provided for two personnel-years, on a limited-term-
basis, for user acceptance testing of the new system. Five data guidance
personnel, also limited-term, are proposed in the budget year to operate
the new payroll system. These positions were established on a limited-
term basis two years ago and have been utilized in the testing of the new
programs.

Payroll Transactions. The payroll section antlclpates greater than nor-
mal growth in the number of payroll transactions during the budget year.
Normal workload growth typically amounts to approximately 3 percent
per year. Four of the proposed 11 positions are requested for this normal
workload increase. Payroll transactions handled in this section are not
primarily a function of the number of state employees, because the section
is not directly involved in the basic monthly payroll. Rather, payroll trans-
actions involve special payments for overtime, shift differential, sick pay
and disability leave. These transactions also invelve changes in the numer-
ous deductions which are available to state employees, such as employee
organization ‘dues, credit union savings, U.S. Savings Bonds, and United
Way contributions. The number of these transactions may change for
reasons unrelated to changes in the number of state employees. For exam-
ple, the absence of any general salary increase for state employees in the
current year apparently has resulted in a sharp increase in the number of
changes requested in the optional deductions for credit union savings, U S.
Savings Bonds and.United Way contributions.

Budgeting for Collectwe Bargalmng Premature

We reecommend that five positions and $62,800 be deleted from Item 52
and that appropriate costs be included in the legisiation appropriating
salary increases negotiated in the collective bargaining process.

The remaining seven new positions in the payroll services unit are
requested.in anticipation of increased workload resulting from the collec-
tive bargaining legislation. The increased workload is of two types: (1) that
which will oceur as part of the new process (two positions) and (2) that
which may occur as the result of the actual salary negotiations (five posi-
tions) . The first category involves membership changes in employee orga-
nizations resulting from the designation of bargaining units. The second
category would include (1) retroactive provisions which require adjust-
rrient to back pay and (2) special treatment for particular groups of em-
ployees.

The Governors Budget does not include funds for employee salary
increases resulting from the collective bargaining process, but states that
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separate legislation will be submitted to fund these increases. At the com-
pletion of the bargaining process, it should be possible to more accurately
determine the need for any increased administrative funds that result
directly from the salary negotiation process.

As of now, there is no basis for estimating what, if any, additional work-
load will result from the bargaining process in the budget year. If, at that
time, it is determined that the agreements reached will result in increased

administrative costs, these costs can be funded in the separate legislation -

enacted to fund the employee salary increases. For this reason, we recom-
mend deletion of the five positions and $62,800 included in the budget for
anticipated workload costs associated with the outcome of the salary
negotiation process. :

Collection of Salary Overpayment

We recommend that the State Controller take positive steps to collect
outstanding salary overpayments and advise the Legislature of its progress
no lafer than December 1, 1979. .

Background. . During the course of implementing the 1973—74 salary
increase program, approximately 620 state employees were mistakenly
placed at higher than allowable salary steps during the federally imposed
salary freeze period (July 1, 1973 to May 1, 1974). These errors were
attributable to complexities arising from the state’s effort to comply with
salary increase limitations imposed by the federal Cost of Living Council
which reduced the percentage increases received by certain classifica-
tions. of state employees.

According to the State Personnel Board {SPB), approximately 350 em-
ployees were overpaid for one to two months and immediately repaid the
overpayments. Approximately 200 additional employees were identified
as having been overpaid between July 1974 and July 1976. Nearly all of
these employees have repaid their overpayments. The overpayments
made to these 550 employes total-less than $250,000. In October 1976, an
additional 70 employees were discovered to have been overpaid, and
these employees still owe approximately $130,000.

Board of Control Claims

Board of Control Claims. Of the 70 persons who were overpaid, 49
persons appealed to the Board of Control to forgive the repayment obliga-
tion. The other 21 individuals were all from the Department of Justice.
The Board of Control granted relief from payment, totaling $49,839.25 to
the 49 individuals. During the deliberations on the two Board of Control
omnibus claims bills last session (Chapters 882 and 1074, Statutes of 1978),
we recommended that the Legislature deny these claims for the following
reasons:

- First, it has been the longstanding policy of the SPB that salary overpay-
ments must be collected from employees and salary underpayments must
be paid by the state.

Second, failure to collect the overpayments is inequitable to (1) those

.employees in similar circumstances who have had to repay such overpay-
ments and (2) those employees in the same class at the same salary range
who received the proper (lower) amount of compensation.
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Third, the recovery of overpayments could be accomplished without
causing undue hardship to the employees by collecting monies on an
installment basis. :

Department of Justice Employees. The Department of Justice has de-
clined to pursue repayment from its 21 employees, 20 of whom are high-
level attorneys. In a position paper dated July 7, 1976, the department
advised the State Personnel Board that it did not believe recovery of these
overpayments was legally justified or equitable. (See Item 47, Department
of Justice, for further discussion.)

. In light of the Legislature’s rejection of thé 49 claims contained in the
claims bill, the State Personnel Board queried the State Controller regard-
ing what actions, if any, would be taken by the Controller to collect
repayments from Department of Justice employees. The Controller ad-
vised our office on January 11, 1979 that this matter was still under review.

Increase Collections Effort. Because the State Controller has ultimate
responsibility for fiscal control over the disbursement and receipt of state
funds, we believe that steps should be taken to insure that the 49 Board
of Control claimants and the 21 Department of Justice employees repay
their salary overpayments. Such action would be consistent with recent
expressions of legislative intent. We, therefore, recommend that the State
Controller take the necessary steps to secure repayment in an equitable
manner and advise the Leglslature of its progress no later than December
1, 1979.

II. TAX ADMINISTRATION

The Tax Administration program administers the Inherltance and Glft
Tax Laws, collects various minor taxes, including the insurance tax and
motor vehicle license tax, and refunds gas taxes paid for certain nonhigh-
way uses. Table 4 provides a summary of the personnel-years and expendi-
tures for the four elements of this program. :

Table 4

Tax Administration
Program Summary

Personnel-Years FErpenditures

197778 197879 197980 197778 197879 1979-50
Inheritance Tax ) 138.8 144.0 1448 $3,565,720 $3,882,002 $3,976,577
Gift Tax .coivenn. ' 276 23.3 231 665,070 621,409 620,116
Tax Collection ... 2.6 26 26 . 84,092 - 101,838 91,471
Gas Tax Refund 374 354 36.3 900,695 898,190 970,934

Y1 R— — 2064 - 2053 206.8 $3,215577 -~ £5,503,439 $5,659,008

Increases for Workload and Legislation

The budget proposes to add a clerical position in the’ Los Angeles office
for inheritance tax workload. In addition, a senior clerk in the gas tax
refund element is proposed to deal with new workload resulting from
Chapter 1140, Statutes of 1978 (SB 1234). Chapter 1140 allows private
transportation ¢ompanies providing services to public agencies to claim a
refund of the use fuel or motor vehicle fuel license tax. This is expected
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to increase worklead by an estimated 550 claims annually.

l. LOCAL GOVERNMENT FISCAL AFFAIRS
The Local Government Fiscal Affairs program is responsible for (1)
prescribing accounting and budgeting requirements for counties and spe-
cial districts and reporting local government financial transactions, (2)
reviewing and reporting on the use of state gas tax funds, (3) approving

county cost plan allocations, (4) administering state law regarding prop- .

erty tax delinquencies, and (5) administering portions of the Senior Citi-
zens' Property Tax Postponement program. Table 5 summarizes the
activities for the five elements in this program.

Table 5

Local Government Fiscal Affairs
Program Summary

Personnel-Years Expenditures
1977-78 1978-79 1979-80  I1977-78 197879 197980
Financial Information...... 26.5 349 349 $812,992 $1,085,649 $1,046,157
Streets and Roads . 28 233 - 234 613,207 710,593 738,159
County Cost Plans.. 80" -85 84 224 809 232,105 235,258
Tax Deeded Land 79 85 85 191,225 195,704 194,846 .
Senior Citizens’ Property . o .
Tax Postponement .. 33 85 84 160,603 338,087 355,599
L1 ——— 685 837 (836 $2,002,766 $2,558,138 $2,570,019

The budget includes continuation of Federal Title II support for one
personnel-year (four positions until September 1979) to administer Chap-
ters 292 and 332, Statutes of 1978, the local government fiscal relief meas-

ures. Under these statutes, the Controller is responsible for distributing

funds under prescribed procedures to cities, counties and spemal districts.

The Senior Citizens’ Property Tax Postponement program is adminis-
tered jointly by the State Controller’s office and the Franchise Tax Board.
Our review of this program is included in Item 425.

New Accounting and Reporting Standards Needed

We recommend legislation to require uniform accounting for cities and
uniform reporting practices for all local governments.

As a result of Proposition 13, there has been considerable interest in the
general area of local government finances and in specific categories of
local financial transactions. For example, Chapter 292, Statutes of 1978,
imposed a requirement that police and firefighting service levels not be
reduced in 1978-79 below 1977-78 levels. While it may be possible to
provide the same level of police and firefighting services at a lower cost,
the most common method of evaluating compliance with this require-
-ment has been to compare funding levels for these particular services
from year to year. As another example, the Office of Criminal Justice
Planning has recently decided to use the State Controller’s Annual Report
of Financial Transactions as a basis for allocating grant funds to cities.
Since it appears that, in the future, more decisions will be made on the
basis of the local financial data collected and reported by the Controller,
it is imperative that the data produced meet certain standards of uniform-
ity so as to ensure comparability and minimize inequities.
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Uniform accounting needed for cities. “Accounting” refers to the
manner in which individual transactions are classified by local govern-
ments in the process of collecting revenues and administering programs.
Under current laws, uniform accounting procedures are prescribed for
counties and special districts by the State Controller and for K-12 schools
and community college districts by the state Department of Education.
Cities are not required to maintain a uniform accounting system. Accord-
ingly, there is a great deal of variation in the way: financial transactions are
reported from city to city. We believe a necessary first step in the process
of improving local financial data is to require cities to adopt uniform
accounting practices.

Uniform reporting for all local governments. The issue of uniform
reporting deals with the manner in which groups of individual expendi-
tures are classified for purposes of presenting local budget information
and reporting financial data to the State Controller. Currently there are
ne controls over the way local governments classify their expenditures for
these purposes, and this further reduces the utility of the information
presented in local budgets and the Controller’s reports. For example,
some counties classify their Medi-Cal contributions as “Medical Services”,
some as “hospital care”, and others as “aid to indigents™ or “welfare ad-
ministration”. Moreover, local governments will frequently change their
classification of expenditures, in some cases every year, so that it becomes
impossible to compare expenditures for a certain activity over time. Given
the recent interest in local finances, we believe enforceable uniform re-
porting is necessary to provide the pubhc and the state with an accurate
picture of Jocal spending. :
* Accordingly, we recommend that legislation be enacted to require the
development of uniform accounting and reporting standards on a cooper-
ative basis with local governments. An advisory group similar to the exist-
ing Controller’s Advisory Committee on Uniform Accounting for Counties
should be established so that the existing accounting practices could be
considered in the development of uniform accounting standards for cities.
Uniform reporting standards for all local governments should be pre-
scribed and enforced by the State Controller, with provision for effective
penalties for noncompliance. For example, the Controller could be al-
lowed to withhold subvention payments to local agencies refusing to com-
ply with these standards. We believe the legislation should also recognize
that local costs will be incurred in the transition to the new standards and
that these costs should be reimbursed by the state.

‘ VI. SYSTEMS DEVELOPMENT

The Systerns Development program is responsible for development and
maintenance of the computer programs utilized in the Personnel and
Payroll Services Division. This program is the latest stage in the organiza-
tional evolution of the Payroll Information Management System (PIMS)
project. The PIMS project was established in 1973 to-design and develop
a computer based personnel and payroll information system. Last year’s
budget noted the merger of the development staff and the maintenance
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staff for the payroll and personnel computer programs. The change this

year is in name only, from Personnel Systems Support to Systems Develop-

ment. An additional consolidation may occur when the payroll computer
programs are operational at the Teale Center. Table 6 summarizes the
activities of the division.

Table 6
Program Summary
Personnel-Years FExpenditures
1977-78 1978-7¢ 197¢-80  1977-78 197879 197880
Payroll Development ...... 4173 2094 a7 $1,511,663 $1,046,574 $1,118,203
PERS Support.......cowiuines 92 — — 327,430 — —
Employment History De-
velopment .. 244 15.0 146 761,598 618,808 642,236
Systems  Maintenance :
SUPPOTL. s rerirecsnssrecenes — 384 384 a— 1,201,963 - 1,430,371
Total .rnreerrrmerrmrmneenseeeee 80.9 828 80.7 $2,600,691 $2,957,345 $3,190,810

The basic personnel system, the Employee Data Base, has been opera-
tional since February 1975. The basic payroll system is scheduled to
become operational in September 1979. As a result, development activities
are increasingly focused on report generation for various agencies; such
as the State Personnel Board, the Public Employees Retirement System
(PERS) and Department of Finance, the California State University and
College System (CSUC), and the Govenor’s Office. As development ac-
tivities have decreased, maintenance activities for the basic systems have
grown, Maintenance consists of revising the computer programs to im-
prove efficiency and to reflect changes in federal and state law which
affect personnel and payroll matters. In the budget year, the net effect of
changes in this program is a 1.5 personnel-year decrease in the payroll
development effort. The budget proposes to continue 13 limited-term
positions for maintenance of existing programs for one year.

V. UNCLAIMED PROPERTY

Through the Unclaimed Property program, the Controller (a) collects
unclaimed property from holders of such property (financial institutions,
corporations and others) and (b) attempts to return the property to own-
ers or heirs. Table 7 summarizes expenditures of the Unclaimed Property
Division for the two program elements, abandoned property and estates
with unknown heirs. :

Table 7

Program Summary
Unclaimed Property Program

Personnel-Years Expenditures
1977-78 1978-79 197950 1977-78 1978-79 197950
Abandoned Property ... 609 85.1 8.1 $2,597,776 $2,553,630 $2,683,692
Estates of Deceased Per- ‘
39 52 - 52 83,693 125,263 135,221

648 90.3 90.3 $2,681,469 $2,678,863 $2,818913
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Abandoned Property

Under the Unclaimed Property Law, the state requires that any party
holding specified personal property owned by another must turn such
property over to the state if the owner has not corresponded with the
holders within a specified period. This period is generally seven years,
except that travelers checks may be held for 15 years. Property covered
by the Unclaimed Property Law includes intangible personal property
such as checking and savings accounts, stocks, bonds, life insurance pro-
ceeds or annuities, travelers checks, unpaid wages and unpaid vender
claims. Also included is tangible personal property such as the contents of
safe deposit boxes or property held in the course of business. The state
maintains an account for each owner of unclaimed property and attempts
to locate the owners. Noncash items may be sold and the proceeds credit-
ed to the owner’s account. The owner or his heirs are entitled to claim such
property in perpetuity. Excess funds in the Unclaimed Property Fund are
transferred to the General Fund

Controller Proposes New Role

We recommend the deletion of four positions proposed for a .S'tate “heir
finders” program, for a savings of $79,246.

The Governor’s Budget proposes to continue four positions adm1n1stra—
tively established to implement Chapter 1184, Statistes of 1978, in the
budget year during the current year. Chapter 1184 requires the Controller
to implement a “procedure” to locate the owners of unclaimed property.
The Controller proposes to utilize the four requested positions to actively
search out the owners or heirs of unclaimed property without charge to
the owners or heirs.

We believe that the State Controller’s office should first seek to improve .
existing state procedures for locating unclaimed property and that private
sector “heir finders” should be utilized to the greatest extent possible for
any active property location efforts. Reliance on private “heir finders”
rather than on state “heir finders” reduces the cost to the taxpayers of
helping owners to recover their unclalmed property.

The State Controller s Office “Heir Fmders Program

The Controller proposes a four person unit which would select 6,000
accounts per year and attempt to locate the owners of those accounts. The
SCO projects a 25 percent success rate, or about two successful location
efforts per day per employee. The Controller has suggested the following
selection criteria: .

o Accounts with prominent names;

« Accounts greater than $1,000; and, as resources perrmit,

« Accounts below $1,000.

The Controller does not intend to charge a fee for this service. To locate
such persons, the Controller would use information from the original
holder and attempt to locate the owner through various state agencies
including the Department of Motor Vehicles, the Franchise Tax Board,
the State Library and the Bureau of Vital Statistics, While in the past the
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State Controller’s office has not collected Social Security numbers on
accounts, it plans to begin utilizing this number to locate heirs and owners.

Existing Efforts

The existing process for locating unclaimed property consists of (a)
efforts required of holders, (b} efforts required of the Controller and (c)
efforts of private locating services.

Reqguirements Placed on Holders, Under current law, every bank or
financial organization is required to “make reasonahle efforts” to notify
any person that their property will escheat to the state as of a specified
date. The attempt to find such owners must be made between 6 and 12
months prior to the date of such transfer. Currently, this requirement is
not imposed on property holders other than banks and savings and loan
associations. In 1977-78, banks and savings and loan associations accounted
for approximately 60 percent of the amounts received by the state and a
larger share of amounts reported to the state.

Requirements on the State Controller. Under current law, the State
Controller’s Office is required to (a) mail a notice to every person for
which it received notice of abandoned property, and (b) advertise in a
newspaper of general circulation for one day in two consecutlve weeks the
name and last known address of property owners. Persons dre instructed
to contact the Controller’s office to initiate the claim process. The Control-
ler may not yet have possession of the property, in which case the owner
is directed to the holder of the property. '

In 1977-78, the Controller mailed notices to approximately 124,000 per-.
sons. About one-half of these notices were returned to the Controller as

“undeliverable”, indicating that the remaining one-half were delivered to
the appropriate persons. The Controller also purchased space in newspa- |
pers to list 124,000 owners of unclaimed property in 1977-78.

Private Locating Services. In addition to efforts required by law, there
are private individuals who search for owners of unclaimed property and
charge for their services. Although such persons seek to locate either
owners or their heirs, they are frequently referred to as “heir finders”.
Because the unclaimed property records are public, heir finders can iden-
tify particularly valuable accounts and attempt to locate the owner. When
they find the apparent owner, they negotiate a fee for this service. Specific
information is not available as to the amounts of recovered property for
which heir finders are responsible.

Improvements to Existing Procedures .

FExtension of Notification Requirements. While the results of existing
efforts to locate persons are known in the aggregate, the specific reason
for a successful location effort is not known. In November 1977, holders of
property notified the Controller of 124,000 unclaimed property accounts
valued at $62 million. The SCO reported that approximately $28 million
was returned to an estimated 50,000 owners directly by holders. In addi-
tion; the Controller’s office returned $1.6 million to 3,200 owners.

As noted there are two, and. in many cases even three or four, ways a.
person can learn of abandoned property. First, if the holder was a bank
or savings and loan association, the owner may receive a notice from the.
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holder. Second, the owner may receive a notice from the Controller.
Third, the owner may see his or her name in the newspaper listing of
abandoned property owners. Fourth, the owner or heir may be contacted
by an “heir finder” regarding his or her property. .

The costs involved in these efforts are substantial. Advertising costs in .

1977-78 amounted to approximately $1.1 million. The total costs of the
Controller’s mailings are estimated at less than $50,000 in 1977-78. At this
time, the Controller does not know the extent to which individual meth-
ods are responsible for successful location efforts. -

There are indications, however, that the notices which holders must

send are a very effective means of returning property to owners, This
requirement (imposed by Chapter 1214, Statutes of 1976) first affected
holders in 1977-78 and is limited to banks and savings and loan associations.

As indicated above, holders returned $28 million (or 45 percent) of total’

unclaimed property directly to owners in 1977-78. In the prior year
(before Chapter 1214 notification requirements were effective), only 2
percent of unclaimed property was returned by holders. Because of its
apparent effectiveness, we believe that this notification requirement
should be extended to property holders other than banks and savings and
loan associations. , _ :

Notification Procedure Revisions. The Controller has found that the
multiple contacts with individuals under existing law frequently lead to
confusion and misunderstanding between holdérs, owners and the state.
The Controller’s office has indicated that it will seek legislation to remedy
these problems. Specifically, the SCO suggests that the time be extended
during which the two or three state-required efforts to locate owners are
made so that the results of one effort may be taken into account before
the next step is initiated. We believe that this approach would allow the
SCO to avoid duplicative efforts and may substantially reduce the number
of names which must be published. This change will also allow better
information to be developed about the effectiveness of the various meth-
ods used to locate unclaimed property. The Controller has suggested that
the publishing requirement be reduced from twice in successive weeks to
once. This change alone will reduce the publishing cost by approximately
30 percent. | . . ‘.

Use and Regulation of Heir Finders. We believe that commercial “heir
finders” provide a useful service. While the process is open to abuse,

legislation has been enacted to protect the interests of owners. Chapter

815, Statutes of 1978, amended the laws which regulate the practices of
heir finders. Prior law (1) required that, within nine months of the time
property escheated to the state, an agreement between an apparent
owner and an heir finder must disclose specified information and (2)
limited the finder’s fee to 10 percent of property value. Under prior law,
there was no limit on the finder’s fee after nine months from the escheat-
ment date, Chapter 815 provides that no agreement may be entered into
within six months of the time the property is paid or delivered to the
Controller. After six months, fees in connection with such agreements may
not be in excess of 10 percent of the property value. With such.a limit, it
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is likely that accounts of lower value are less likely to yield a sufficient fee
to attract heir finders. We believe the Controller should attempt to meas-
ure the effects of the 10 percent limit on heir finder’s fees over several
years. Such 2 review may indicate the need to allow higher percentages
on lower valued accounts or on accounts whlch have been on file for long
periods of time.

Budget Reflects Antlclpated Lsgnslatlon

We recommend legislation deleting the ensbug reqwrement that
names of owners of accounts over $50 be published.

Under current law, the State Controller is required to publish the names
of all unclaimed property owners whose accounts exceed $50 in value. The
Controller estimates the cost of this requirement at approximately $700,-
000. The budget as submitted provides $330,000 for publication of narnes.
The Governor's Budget states that legislation will be proposed to raise the
account value at which advertising is required from $30 to $100. However,
the Controller’s office reports that the proposed amount is $140,000 below
the amount necessary to comply with the proposed legislation.

Effectiveness of Publication Not Demonstrated

As noted above, no evidence has been developed which demonstrates
that the publication of names is an effective means of reuniting owners
with their property. In the absence of demonstrated effectiveness, we
have no basis for supporting a statutory requirement that names of ac-
" counts above any specific amount be published. Thus, we recommend
eliminating entirely the existing statutory requirement that names of ac-
counts above §50 be published one day a week for two consecutive weeks.

The Controller would still have the responsibility imposed by Chapter
1184 to implement a procedure to locate owners of abandoned property.
To meet this charge, we suggest that the Controller utilize the $330,000
in the budget to test the effectiveness of publishing names. The test should
include a random selection of accounts at all value levels. The test should
be conducted in 2 manner such that the effects of the notices mailed to
owners could be distinguished from the effects of publishing the names.
The Controller may also wish to test the effects of publishing a name once
as opposed to twice. If the Controller can demonstrate that publication of
names is an effective means of locating owners then, in future years
fundmg at an approprlate level should be provided. :

VI. LEGISLATIVE MANDATES

Under this program the Controller reimburses local governments for
(1) costs resulting from new and mcreased state mandated responsibilities
and (2) sales and property tax revenue losses resulting from state legisla-
tion. In the budget year, these reimbursements are estimated at $80 mil-
lion. Qur review of these reimbursements is included under the individual
items which appropriate the reimbursement funds.
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VIl. REFUNDS OF TAXES; LICENSES AND OTHER FEES -

The budget recommends that $30,000 be appropriated for refunds to
taxpayers.who have made erroneous payments or overpayments of taxes,
licenses and other fees. This mechanism avoids the delays and costs as-
sociated with claims for noncontroversial refunds filed with the Board of
Control and included in the Claims Bill.

Viil. ADMINISTRATION
The administration program provides executive direction, policy guid-
ance, management and support services to the operating divisions. Table
8 shows the expenditures for each element of this program.

Tabile 8
Administration
Program Summary

Personnel-Years Fxpenditures
) 1977-78 1978-79 197980 197778 1978-79 197980
Executive Office ............ 186 190 190 $713,090 $136,310 $744,845
Administrative Services .. 208 a7 7 748,824 805,974 986,841
Total cuvcesreccssmsissinsicns 484 50.7 5LT $1,461,914 $1,542984 ° §1,731.686

The budget proposes an increase of two limited term positions in the
administrative services element in the budget year. One position is estab-
lished to assist the business services officer in-monitoring the extensive
remodeling and relocation effort currently underway in the State Control-
ler’s offices. In addition, one position is added to strengthen internal audit
procedures. A recent review by outside consultants of internal audit
procedures recommended that the State Controller’s office review the
fiscal controls utilized by other. state departments. The objective is to
assure that the complete fiscal control process, in and out of the Control-
ler’s office, is adequate to assure against misappropriation of funds. The
additional position requested for the budget year will be used to initiate
the test of departmental controls in approximately 10 percent of the de-
partments.

The apparent 12.3 percent increase in the administration program re-
sults from an inconsistent treatment of certain costs between the current
and the budget year. Certain costs approved by Department of Finance
late in the budget process were not distributed to the operating programs,
but were charged to administration. These costs included (1) staff benefit .
increases, (2) price increases for operating expenses and equipment and
(3) rent for office space. The total amount of such costs is $148,734. When
these costs are subtracted from admmlstratlon the increase in adrmmstra-
tion is 4.2 percent
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Items 57-62 from various funds Budget p. 84
Bequested FOTO 80 ...t sane e $55,486,198
Estimated 1978-79......n vttt 53,734,388
ACEUAL TOTT=T8 ...t iteceeevsrastrsreeseesetieererensantss imssneresessbshemnneratans 50,767,255

Requested increase $1,751,810 (3.3 percent) ‘

Total recommended reduction ... Pending

1973-80 FUNDING BY ITEM AND SOURCE

Item i Description Fund Amount
57 State Board of Equalization General " $50,800,929 .
58 State Board of Equalization . 'Energy Resources Conserva- 39,913
‘ tion and Development Spe-
, cial Account .
59 State of Board of Equalization Motor Vehicle Fuél Account, © 2,500,991
. Transportaton Tax '
60 State Board of Equalization State Emergency Telephone 51,049
Number Special Account,
General h :
61 State Board of Equalization Timber Tax . 991,963
62 State Board of Equalization State Litter Control, Recy- 1,101,353 ]
o ] . Co cling, and Resource Recov- s ]
o . ery : : B ]
Total \ $35,486,198
: : : : Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Intercounty Equalization. Withhold recommendation 109
pending receipt of information from the board on various
options which we have identified regarding the fundmg of
this program. L

2. Timber tax processing. Recommend that the board com- - 112
puterize verification of harvest values. S

GENERAL PROGRAM STATEMENT

The Board of Equalization is the largest tax collection agency in Califor-
nia. It consists of the State Controller and four. members who are élected
from geographic districts. Members of the board are elected at each gu-
bernatorial election and serve four-year terms. The chairmanship of the
board is rotated annually among the members. The chairman automatical-
ly serves as « member of the Franchise Tax Board, which administers the
personal income and bank and corporation franchise taxes.

Responsibilities of the Board : .

About 90 percent of the board’s staff is devoted to the admm1strat10n of
the state and local sales tax and several other excise taxes. Administration
of these taxes includés registration of taxpayers, processing tax returns,
auditing accounts, and collecting delinquent taxes. The board also has
constltutlonal and statutory responsibilities regarding the administration -

<
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of local property taxes, and about 10 percent of its staff is engaged in these
activities. The board’s various responsibilities are described below, :

Administration of State and Local Taxes. The board admiinisters and
collects the state’s 4% percent sales and use tax, the local 1Y percent sales
and use tax, and a % percent sales and use tax for the San Francisco Bay
Area Rapid Transit District, the Santa Clara County Transit District and
the Santa Cruz Metropolitan Transit District. The board either has or
shares responsibility for the administration of five state excise taxes: (1)
the aleoholic beverage tax, (2) the cigarette tax, (3) the motor vehicle fuel
license tax (gasoline tax), (4) the use fuel tax (diesel tax) and (5) the
insurance tax. The board also administers (1) the private car tax, which
is imposed on privately owned railroad cars, (2) the surcharge on the
consumption of electricity and (3) since January 1, 1978, an annual assess-
ment on sellers of tangible personal property, which is used to fund pro-
grams authorized under the Litter Control, Recycling and Recovery Aect
of 1977. Since July 1, 1977, the board has collected a telephone surcharge
which will be used to fund the 911 emergency telephone systems.

Local Property Tax Equalization. The board surveys the operation of
county assessors’ offices, issues rules governing assessment practices, trains
property apprmsers and provides technical assistance and handbooks to
courity assessors’ staff. The board is also required to determine annually
for each county the ratio of assessed value to full cash value of property
subject to local assessment.

Assessment of Public Utilities. The board determines the value of pub-
lic utilities’ ‘property and allocates assessed values to each local taxmg
jurisdiction in which such property is located.

Review of Appeals From Other Governmental Programs. The board
hears appeals by taxpayers and property tax assistance claimants from
decisions of the Franchise Tax Board. In addition, hearings are also pro-
vided to review local assessments of property owned by a city or COunty,
when these assessments are contested.

Taxation of Timber. The board (1) collects a '3 percent vield tax on all
timber, which is imposed at the time of harvest; (2) semiannually develops
tables of timber value to be used in determmmg the taxable value of cut
timber for yield tax purposes, and (3) periodically audits timber owners
to ensure payment of the tax. Starting'in January, 1980, the board will also
develop’ annually schedules of hmber land values to be certified to each
county assessor

Reveniies Administered by the Board. - Table 1 summarizes estimated
state and local revenue collections from programs administered by the
board. Total revenues in the budget year are almost $10 billion, which is
an increase of 10.3 percent over estimated 1978-79 levels.

The litter assessment tax and the emergency telephone users surcharge
were initiated in 1977-78. The substantial increases in these revenues
during 1978-79 reflect the fact that this is the first year of full-scale opera-
tion for‘these programs. The 45 percent growth of the timber yield tax in
the current year, reflects substantial increases in harvest values. These
revenues are expected to decline in 1979-80 by 44 percent because the tax
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rate will be reduced from 6 percent to 3 percent due to Proposition 13.
The 52 percent current-year decline in the private railroad car tax is also
attributable to Proposition 13. :

Table 1
State and Local Hevenues
Collected by the Board of Equalization
{millions of dollars}

. . Revenues Pereentage Change

Actual FEstimated Projected From Previous Year

1977-78 - 19787 1979-89 F
State Sales and Use Tax wocveneeen. $5,030.4 $5,700.0 $6,375.0 13.3% 11.8%
Local Sales and Use Tax... . L3Ws 0 14907 1,677.3 133 11.8
Litter Assessment.............. 0.2 20.8 217 NA 43
Alcoholic Beverage Tax ... 1321 1415 1502 71 62
State Cigarette Tax ... . 191.8 192.0 1970 d - 26
Local Cigarette Tax...cecemmeeens 818 | 822 844 -5 27
Motor Vehicle Fuel .

License Tax (gasoline) 784.1 818.0 . 8430 4.3 3.1
Use Fuel Tax (diesel} .......... . 66.1 675 700 21 a1
Energy Resources Surcharge ........ 17.7 17.3 17.5 -23 12
Emergeney Telephone '

Users Surcharge ... ecermernanes 8.7 136 14.2 56.3 44
Insurance Tax ... . 3876 4320 4800 115 111 -
Timber Yield Tax 289 . 419 234 450 ~44.2
Private Railroad Car : ) .

Tax 83 4.0 . 42 —51.8 50

Total ; 80612 $9,0305 $9.9579 120% - 103%

ANALYSIS A.ND RECOMMENDATIONS

The budget proposes 1979-80 expenditures of $55,486,198 for support of
the State Board of Equalization. This is an increase of $1,751,810, or 3.3
percent, over the current-year level. In the budget year, 60.5 positions are
being deleted due to workload adjustments and 69 new positions' (all of
which are in the Sales and Use Tax program) are requested to accommo-
date an expected increase in workload. Thus, the budget provides for a net
increase of 8.5 positions. (This is a slightly higher increase in personnel
years due to changes in salary savings). The net effect of the proposed
position reductions and augmentations are reflected in the personnel-
years associated with each program shown in Table 2. The budget also
indicates that 65 positions and associated costs of $1.6 million will be delet-
ed pursuant to Section 27.2 of the 1978 Budget Act in both the current year
and the budget year. The budget states that these positions are to be
identified during legislative budget hearings.

“Table 2-

Board of Equalization
Budget Summary

_ Personnel-Fears Fependitures
Actul  Btimated  Requested Actoal Frtimated Requested
¥l S L A 197778 197879 1579
1. Intercounty  Equaliza- . S
1) BRSO 1026 1103 1180 $3,149,706 $3,542,886 3,982,504
\\-if -




104 / EXECUTIVE ' Items 57-62

-STATE BOARD OF EQUALIZATION—Continued
. 2. County Assessment

Standards ...oeeeeeeererennnr 63.6 54.9 53.7 1,969,048 1,736,848 1,762,380
3. State Assessed Property 93.7 86.7 73.2 2,557,627 2486695 | 2225404
4. Timber Tax .o frvaretons 311 316 316 872,411 941,135 991,963
5. Sales and Use Tax ... 20759 20842 21227 49440541 52,550,280 55,439,031
6. Litter Assessment........... 130 655 606 270,008 1,089,745 1,101,353
7. Alcoholic Beverage Tax 332 312 .2 678,750 726,602 758,399
8. Cigarette Tax ....coronerns 139 13.9 13.9 1,070,758 1,195,427 1,202 644
9. Motor Vehicle Fuel Li- :
: cense TAX wowmcsimena 155 15.3 153 392,411 403,246 412,619
10, Use Fuel Tax ....ovreeveceiane 972 98.3 86.3 2,156,903 2,941,168 2,088,372
11, Energy Resources Sur- . :
Charge .....umuissniniscnens 16 - L7 17 37,420 39,007 39,913
12,'Emergency Telephone
. Users Surcharge ... 2.1 2.0 20 47,830 49,387 51,049
- 13, Insurance Tax ... 40 4 40 117,752 122413 197,754
14. Appeals From Other
Government Programs .. 116 114 114 370,155 386,930 403813
15. Administration {undis- : .
) S 139 2.2 — 1 398160 109,252 54,500
Tota] coorereerrrresimsenssisenrnns 25729 26132 26256 $63,459,970 S67,621,640  $70,661,698
Reimbursements ... . —126927715 13887252 —15,175,500
Total From State Funds $50,767.255  $53,734,388 855,486,198

SALES AND USE TAX PROGRAM

Sales taxes are imposed on retailers for the privilege of selling tangible
personal property. Use taxes are applied to the purchase of tangible per-
sonal property, when purchased from a retailer not subject to sales tax, for
its storage, use, or other consumption. :

Sales Tax Auditing

We recommend approval of 34.0 field audit posmons and 5.0 headquar-.
ters support positions to maintain the existing level of audit coverage.

The board has requested $55.4 million, or 5.5 percent more than in
1978-79, to administer the sales tax program in 1979-80. Of this amount,
$26.1 million (47.1 percent) is proposed for auditing accounts of business
firms subject to the sales and use tax.

Thirty-four new field audit positions are being requested for 1979-80 to
maintain the same coverage of accounts authorized for 1978-79. Of these
positions, 19 are requested for the workload growth associated with new
ehglble accounts. The remaining 15 positions are requested due to the
increase in the average number of hours per audit. Table 3 shows the
actual number of accounts audited, by level of productivity, and the per-
centage of the total number of eligible accounts audited, for the period
1975-76 through 1977-78. Estimates for the current year are also included
in the table.




Table 3

Sales Tax Audit Coverage
1975-76 Through 1978-79

197576 197677 197778 197879
Number of  Accounts Number of  Accounts Number of  Accounts Number of Accounts
Type of Account® Accounts®  Avdited  Percent Accounts®  Audited  Percent Accounts® Audited  Percent Accounts®  Audited® Percent®
In-State Accounts; . ' . . . .
Most productive ...... 14,559 4352 29.9% 14,352 4204 209% 15247 3,914 257% 17,153 4,282 25.0%
Moderately productive ......... 107,122 9,575 89 109,196 9,571 88 109547 9,440 86 112,527 9,318 83
Slightly productive....ouun. 202,702 2485 12 208,571 2,369 11 223,683 2316 LO 230649 - 2,762 12
Total, In-State Accounts... 324383 -16412. 51 332,119 16234 49 348477 15,670 45 360,320 165362 45
Qut-of-State Accounts: _
Most productive e oo 2,378 695 202 2,403 623 259 2512 716 285 2,661 738 27.7
Moderately productive ......... 5,105 837 16.4 5410 -694 12.8 5468 782 14.3 5,539 855 154
Slightly productive.............. . 5,702 275 48 5,255 328 6.2 5,246 451 86 5062 313 6.2
Total, Out-of-State Ac- . _ g
COUNES ot ceviorrens 13,185 1,807 137 13,068 1,645 126 13,226 1,949 147 13,252 1906 144
Total, All ACCOUNES.ccomrerreerregernane 337,568 18219 - 54 345,187 - 17.879 52 361,703 17619 49 373,581 18,268 49

8 Productivity of accounts is determined by level of retail sales, type of business and the audit yield from prior audits.
b Three year base of eligible accounts:
¢ Estimated. 3 R '

391 swial].
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Since the board’s audits of active accounts cover a three-year period, the
number of accounts audited in any one year must be multiplied by three
to determine the fotal percentage of eligible accounts audited. The
budget request provides additional staff to maintain annual audit coverage
at its estimated current-year level of 4.9 percent.

Table 3 indicates that 25 percent of all large firms (“most productive”
accounts) conducting business in California will be audited in the current
year (over a 3 year cycle, 75 percent of the firms in this category will be
audited). Of the “moderately productive” accounts such as grocery stores,
auto repair shops, office equipment suppliers, and home furnishers with
annual taxable sales below $400,000, 8.3 percent will be audited. Only 1.2
percent of the “slightly productive” accounts will be audited. These ac-
counts consist primarily of firms which usually have a single line of goods,
simple inventory procedures, and few sales which involve the more com-
plicated applications of the Sales and Use Tax Law.

The most productive accounts are selected for audit at headquarters.
Moderately productive and slightly: productive accounts are selected for
audit by the district field office on the basis of industry type, prior audit
productivity, and leads developed by audit and compliance personnel in
the course of their operations.

The board’s request is based on an estimated 3.3 percent workload
increase over the 1978-79 level of accounts contained in its three-year
eligible list for 1979-80. Eligible accounts include all active accounts that
have not been auditedin the eight quarters prior to July 1 of a given year.
For workload purposes, “audit coverage” has traditionally been defined as
the percentage of accounts on the eligible list which are audited in a single
year.

Sales Tax Compliance Program

This program involves the registration of taxpayers, filing enforcement,
and -collection of delinquent taxes. Table 4 shows the total staff and ex-
penditure requirements for this program.

Table 4

Board of Equalization
Sales Tax Compliance Program

Proposed
Personnel-Years Expenditures
' . 1977-78 1978-79 1972-50 1970-80
Regasl:rahnn . _ . 4599 4868 4348 $10,870,351
Return Prccessmg . 4985 4139 4159 12,518,561
Delinquént Tax Collettion . eer.rmmne T %608 2583 259.3 5,051,850
Total .. ©OL1472 1,159.0 1,160.0 $20.340.802

Increasod Registration Workioad

We recommend approval of engt positions and associated expenditures
of $100.153 requested for district registration of new sales tax permits.

Registration of new sales and use tax accounts is a mandatory activity
of the board: it must be performed before the potential taxpayer may
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lawfully engage in business. This includes procéssing new accounts, close-
out and revocation activities, and changes in registration due to mergers
and outright sales of businesses. The relevant workload indicators used to

develop budget requirements in the reglstratlon program are shown in
Table 5. .

Table §
Sales Tax Compliance Program
Taxpayer Registration

New Accounts

New Processed Per

- ' ' Accounts Personnel-Year*
1975-76........ : 152,254 400
1976-17 ; 157,179 495
1977-78 _ 159,267 433
1978-79 {est.) : 162,900 433

1979-80 (est.) ‘ 166,700 433 ..

*This productivity ievel does not include distribution of administrative overhead.

The board attributes the increased productivity level during the period
1975-76 through 1977-78 to the implementation of the Business Tax Con-
solidation Information System (BTCIS). This system provided the districts
with direct access by video terminal to information stored at headquar-
ters. Productivity levels are expected to level off after 1977-78.

The budget shows that, in 197980, 10 positions in this element will be
deleted from the base, and eight new positions will be added to accommo-
date expected workload increases. This results in a net decrease of two
positions in the taxpayer registration portion of the compliance program.
Because this action is mandatory, the board indicates it will bé necessary
to divert personnel from other compliance activities to process 1ncreased
new accounts registration workload.

Sales Tax Return Processing Workload Up

We recommend appro val of nine beadquarters posztzons and four dis-
trict positions to process the anbc:pated increase In sales tax return’ work-
load.

The board requests 13 positions to handle the workload increase expect-
ed in the budget year. The budget indicates that 11 positions have been
deleted from the base in the tax return processing area for 1979-80. The
result is a net increase of two positions to handle an increase of approxi-
mately 119,000 tax returns. Accordingly, budgeted resources imply the
potennal for productivity increases in tax return processmg Table B sum-
marizes recent workload hlstory :

Tabla 6
Salas Tax Compliance Program
"' Tax Return Processing - . & - ;o iniior )

: Ty 978 i T T9780
1976-77 . 197778 . fest) .. ifest)

Sales Tax Returns ‘ w 21861T7 . 2206752 - 2310780 .- . - 2,395,080
Other Tax Returns . __ 440630 489911 . . 506280 . . .540510;
Total - 2626807 2766663 2817060 2935590

Personnel-years 406.8 426.5 4139 4159
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Sales and Use Tax Account Da'llnquencles on the Rise

: We recommend approval of nine positions requested to process in-
| creased workloads and stabilize delinquent taxes receivable.

During the past four years, delinquent accounts have been growing at
an average annual rate of 6.1 percent, This trend is expected to continue
| through the budget year. The board has not been able to keep pace with
the increasing number of delinquent returns, which has resulted in an
increase in the inventory of delinquent items. The nine positions request-
ed are to stabilize the inventory of delinquent items. Eight positions have
been deleted in the budget due to adjustments in the workload base. The
net result is an increase of one position. Again, this assumes the potential
for productivity increases.

INTERCOUNTY EQUALIZATION

Pre-Proposition 13

The State Constitution requires the board to determine annually for
each county the ratio of assessed value to full cash value of property
subject to local assessment, and to “equalize” assessment levels among
counties. Prior to Proposition 13, the board accomplished this task by
appraising a sample of properties in each county every three years. During
the intervening two years, county ratios were “trended” on the basis of
the growth in specified economic variables. The board’s county assess-
ment ratios played a key role in the distribution of state aid. These ratios
were used to allocate approximately $2.25 billion in intergovernmental
payments, consisting primarily of state aid to schools and county payments
to the state for their share of Medi-Cal and welfare costs. This independent
determination of county assessment ratios by the board was intended to
reduce the effect of unequal assessment ratios among counties on the
distribution of intergovernmental transfers, and to eliminate the incentive
for counties to underassess local property for the purpose of capturing a
larger share of the state dlsbursements ‘

Effect. of PrOpositnon 13

] "Proposition 13 has at least temporarily eliminated the need for the state
to determine county assessment ratios for purposes of allocating state
funds. Chapter 292 and 332, Statutes of 1978, suspended for a period of one
year-the use of board-determined county assessment ratios for the alloca-
tion of state school aid and the determination of counties’ share of Medi-
Cal and welfare costs. For the 1978-79 fiscal year, state funds for these
programswere not distributed to local' governments on the basis of county
assessment ratios. Rather, the state took over the funding of several health
and. welfare programs, and additienal state funds were distributed to local
government ‘agenecies on the basis of prior years” property tax revenues.

Despite the fact that the use of board-determined ratios for the distribu-
tion of these funds was suspended, the board was not released from exist-
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ing constitutional and statutory requirements to produce the county ratios
and coefficients of dispersion (indications of the lack of equalization with-
in a county). Because it will be necessary to create a new data base in
order to determine ratios under Proposition 13, the board is currently in
the process of sampling all 58 counties in the state over a two-year period.
At the end of this cycle, July, 1980, the board intends to resume pubhcatlon
of county ratios.

In order to.complete the sampling of all counties in the state within a
two-year period, the board, with approval from the Department of Fi-
nance, secured an additional $156,400 in Title IT Public Works Employ-
ment Act funds for the current year (these funds provided 17 positions,

15 of which were allocated to Intercounty Equalization). These funds do

not appear in the Governor’s Budget for the current year. In addition to
these resources, a total of 18.5 personnel-years will be diverted from other
departmental property tax programs to the Division of Intercounty Equal-

ization in the budget year. Even with the personnel loans and additional

funding, it appears that the board will not be able to complete its two-year
plan without further augmentation, primarily due to vacancies in ap-

praisal positions. The board also plans to propose enactment of legislation -

that would. require local agencies to forward to the board information

concerning changes in ownership, new construction, and changes in the

value of property on the locally assessed. property tax roll.

Excessive Intercounty Equalization Costs

We withhold recommendation on resources budgeted for the Inter-

county Equalization program pending receipt of detailed information
from the board on various options which we have identified regarding the
f'una’mg of this program. '

In view of its legal responsibility to produce county assessment ratios,
the board’s desire to provide full funding for the Intercounty Eqnahzatlon
Program is understandable. However, we believe that the. proposed ex-
penditure of nearly $4 million (including diverted resources) on inter-
county equalization in the budget year is excessive. It is also premature
in view of the many immediate post-Proposition 13 uncertainties concern-
ing local assesstent rules and practices, the proper size and design of the
board’s sample survey, and the continued need for county assessment
ratios. Accordingly, we are withholding recommendation on the Inter-
county Equahzahon program to allow the board time to provide detailed
information on various options which we have identified as possible alter-
natives to the full funding of the program.

Full-Scale Sampling Program Not Justified. We believe that thlS pro-
gram should not be funded at the proposed level for the following reasons:

(1) The value the board will place on many of the properties included
in its two-year sample survey will have to be changed because future
legislative action and the outcome of pending court cases will affect the
manner in which properties are assessed under Proposition 13. The board
estimates that up to 20 percent of these sampled properties may have to

be revalued as a result of likely changes in law or interpretations of the
law.

't‘ .
A
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(2} The variability of the value of properties assessed under Proposition
13 rules is unknown. Without this information, the board cannot deter-
mine the proper size and stratification of its sample, nor can it determine
what level of staffing is required to produce a desired level of statlstu:al
reliability in its estimates of county ratjos.

(3) The future uses and consequent value of county assessment ratios
are highly uncertain at this time. As indicated above, although the board
continues to have the legal responsibility to produce these ratios, it is not
yet known if or to what extent assessment ratios will continue to be an
important factor in the distribution of intergovernmental payments or the
equalization of property values. Moreover, the extent to which the board
has the ability to bring a county into assessment conformity on the basis
of a county assessment ratio is unclear. Under Proposition 13 it is possible
that base-year values, once established, could notbe revised for equaliza-
tHon purposes unless there were a cha.nge in ownership.

A substantial reduction in the funding of this program would delay the
availability of assessment ratios. This could be a problem if a need for these
ratios arises at some point in the future. (If sampling is discontinued
entirely, we estimate that it would be about two to three years from the
time that the program was restarted before assessment ratios could again
be produced.) In our opinion, however, the costs associated with this delay
(primarily, the potential for misallocation of intergovernmental pay-
ments) may be much less significant than the waste of public funds that
might result from spendmg apprommately $4 million to build a data- base
that requires extensive revision and may not be needed.

Possible Options to Full Funding. We have identified various options to

full funding of the Intercounty Equalization program, and have asked the

board to provide information on the minimum resource levels required to
fund these options. Our general objectives in considering options to either
the full funding of the program or the discontinuation of all sampling for
mtercounty equalization purposes, are to (1) minimize the cost of resum-

ing full-scale sampling if it is determined that assessment ratios are needed

in the future and (2) provide some information on the extent of local
compliance with post-Proposition 13 assessment standards

STATE ASSESSED PROPERTY TAX PROGRAM

. Auditing of Propsrty Statements o : ’

The board is required by law to appralse the properties of all public
utilities and to divide the resulting unitary values between counties ac-
cording to the physical location of the property. The principle methods
used to determine unitary values are (a) historical cost less depreciation,

(b) capitalized net income, (c) reproduction cost new less depreciation, -

and (d) stock and debt values. The values established using these methods
are based primarily on property statements submitted by each utility.
Prior to fiscal year 1977-78, the board did not have an audit staff and relied

on audits done by the California Public Utilities Commission (PUC) to

~verify the accuracy of these statements. The PUC was not staffed to audit
all of the utilities under its jurisdiction, and the audits were designed
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primarily to meet the needs of the PUC rather than those of the board.
Consequently, 11 positions were approved for the board in fiscal year
1977-78 to provide it with the ability to independently audit utility
records. .

With six of the eight auditor positions filled during the past year, the
board was ahle to identify and enroll on locally assessed property tax rolls
approximately $6.4 million of escaped assessed value. This resulted in
about $686,000 of additional revenue for local governments during 1977-
78, compared to the board’s auditing costs of about $250,000. These addi-
tions to the local tax base will continue to contribute increased revenues
¢ach year until the property is sold or retired, but at the lower tax rates
under Proposition'13. Board audits also added about $81,000 of private car
tax revenue to the state General Fund during the past year. Preliminary
reports indicate that the audit unit is producing similar results for the
current year.

Reduction in Value Allocation Staff

The board allocates unitary assessed value of public utilities to individual
taxing jurisdictions on the basis of the relationship of the value of property
located in a tax rate area to the total value of an assessee’s property. For
purposes of developmg allocation factors, value is based not on the unitary
concept, bui on the “reproduction cost new less depreciation” value of
each separate parcel.

The allocation process is cumbersome and time consuming, requiring
detailed information from assessors on the financial and physical charac-
teristics of their separate properties located in each tax rate area. In our
1976-77 Budget Analysis, we recommended that the board examine alter-
native allocation methods and report the results of its review to the Legis-
lature. The board indicates' that this report will be available sometime
during February. In anticipation of the development of other methods for
allocating values than those involving field appraisals, the board has identi-
fied five positions which will be eliminated in the budget year from the
field appraisal section of the board’s State Assessed Property Tax program.

Proposition 13 Growth Limit Not Applicable

The board has ruled that the provisions of Proposition 13 which “roll
back” and limit the growth of assessed values do not apply to state assessed
property, primarily public utilities. The board’s position is that these provi-
sions apply only to real property assessed by the county assessor. This
interpretation has been challenged in a lawsuit filed by one of the affected
utilities, and that litigation is still pending. Proposition 13’s 1-percent fax
rate limitation, on the other hand, has been interpreted by the board as
applying to state assessed property.

TIMBER TAX PROGRAM

The budget proposes to spend $991,963 from the Timber Tax Fund to
administer this program in 1979-80. This is an increase of 5.4 percent over
the $941,155 estimated in the current year. Preliminary results from audits
of taxpayer accounts.indicate that there are a number. of problems as-

sociated with the self-reporting nature of the program, but the frequency




112 / EXECUTIVE Items 6368

STATE BOARD OF EQUALIZATION—Continued

of taxpayer errors'is expected to decline over time. Also in preparing to
establish a schedule of timberland values by January 1, 1980 the board has
begun to collect data on timberland sales throughout the state. Lastly, as
a result of the decline in general property tax rates brought about by
Proposition 13, the board has established a timber yield tax rate of 3
percent for calendar 1979 50 percent below the 6 percent rate 1mposed
in calendar 1978.

Computerlze Verification of Harvest Values

We recommend that the board computerize verifi caﬂon of harvest val-
ues on lax returns.

We believe one minor change should be made in the processing of tax

returns to increase the efficiency of the Timber Tax program. Each quar-

ter, harvest values, timber volume, tax code area, and computed tax liabili-
ty are entered into a computer file from each tax return that is filed with
the board. Before the data is entered into the computer, the returns are
checked by hand to verify the harvest values that taxpayers enter on the
returns. We recommmend that the harvest value schedule, which is set by
the board twice a year, be entered into the computer file and the values
on the tax returns verified by machine. Elimination of manual verification
should result in approximately a one-half personnel-year savings in return
review processing time.

SECRETARY OF STATE

Items 63-68 from the General | o

" Fund _ _ , B Budget p. 106

Requested 1979-80 ...ovcovvreereeerrreerressenn. O 810,654,748

Estimated 1978-79........ ereeenazreseassreierae e erre s et s e r s e daaneranaes bune s rterrnis 9,081,124

Actual 1977-78 . rrevene, 7,489,007

Requested increase $1,573,624 (17.3 percent) _

Total recommended reduction ........eieereeseiserssenerssmen ~ .None

1979-80 FUNDING BY ITEM AND SOURCE o

Item Description - : Fund' - Amount

63 Secretary of State Operations - - - General $6,036,836

64 Printing State Voter Pamphlets General 1,406,200

63 Mailing June 1980 Voter Pamphlet General 1,367,000

66 Subvention to Local Government General : 2,000
(Filing Fees)

67 Subvention to Local Government General 1,250,000
(Registration by Mail}

68

Subvention to Local Government - General 592,712
(Purge of Voter Registration) . : .

Total : ' $10,654,748
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» ' Analysis !
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS. page

1. Registration- by Mail. Recommend that the Legislature 116
amend current law to eliminate postage paid feature for an
annual savings of $336,675. .

2. Policies and Procedures. Recommend Secretary of State 117
provide written policies for courities and develop a stand— :
ardized claim form for Chapter 704 claims.

3. Controller Audits. ' Recommend legislation be enacted au- 117
thorizing State Controller to audit Chapter 704 county
claims.

7
GENERAL PROGRAM STATEMENT

The Secretary of State is a constitutional officer. In addition to perform-
ing numerous duties prescribed in the Constitution, the secretary has ;
statutory responsibility with regard to the filing of specified corporate-
related documents and financing statements, statewide elections, notaries i
public, and the state archival function.

Corporate F:Imgs :

Attorneys and document examiners on the staff of the Secretary of State
examine articles of incorporation and related documents which establish, ]
revise, or dissolve corporate entities and attest to their compliance with i
the appropriate statutes before accepting them for formal filing Informa- i
tion regarding corporate officers and corporate addresses is also main- g
tained as required by law.

Elections

Responsﬁ:uhtles in the area of elections include overseeing and eoor-
dinating statewide election activities, the production of various statistical |
reports required by the Elections Code, the preparation of the state ballot i
pamphlet, the compilation of a semiofficial and official canvass of election
results, and membership on the Cormmssmn on Votlng Machines and Vote
Tabulating Devices.

Uniform Commercial Code

Under the Uniform Commercial Code, Uniform Federal Tax Lien Reg-
istration Act and the Government Code, the Secretary of State is required
to accept for filing as a public record financing statements which assure

‘security interests in personal property. '

Notary Public

The office has responsibility for the appointment of notaries public,
including the issuance of original certificates and renewals. It also provides
verification of the authenticity of notary signatures upon request from the
public and can revoke appomtments

Archives

The Chief of Archives collects, catalogs, indexes and preserves historic.
and otherwise valuable papers and artifacts. These documents are by law
received from both state and local government. Reference services are
7—178673
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provided for the public. Advice and direction is received from the Califor-
nia Heritage Preservation Commission and the Secretary of State serves
as its secretary.

ANALYSIS AND RECOMMENDATIONS _
The proposed budget of $10,654,748 for the Office of the Secretary of
State is an increase of 1,573,624 or 17.3 percent over current year expendi-

ture estimates. Expend1tures by. funding source for 1977-78, 1978—79 and
1979-80 are shown in Table 1.

Table 1
Comparative Budget Statistics

© Amount Percent
Change Change
. 1978-79 1978-79

Budget Actual  Estimated  Proposed o to
ftem Title 1977-78 197879 1970-80 1970-80 1979-80
63 Secretary of State Opera- : '

L3101+ S $5,472460  $5829732  §$6,036,836 §207104 . 36%
64 Printing State Voter Pam- :

phlet L742,200 1406200 1,406,200 — -
65 Mailing of State Voter Pam- .

1111 SO . — — 1,367,000 1,367,000 (=)
66 Local Government Subven- ' . ‘

tion (filing fees) ... 03,359 212,762 2000 —210,762 —99.1
67 Local Government Subven- -

tion (register by mail) ......... 1,063,953 1,250,000 1,250,000 - -

68 Local Government Subven-
tion {purge of voter registra-

tion) = 47,181 592712 545581 L1580

Subtotal ... $8.371,672  $8745.825  S10,654748  $1,908923 21.8%
— Ballot  Paper Revolving

Fund ®......oeeemmeeneasnssssonn —_ $350,000 ‘ —  —$350000 . —100.0%
— Allocation for Employee . _

Compensation ® ... .- $199,381 46,926 - —> 46826  -1000
— Estimated Savings *....one.c -1541433  —61,627 —* 61,627 100.0
— Bilingual Precinets Program: . ‘

Chapter 1163, Statutes 1976 5,594 — —_ — .
— Los Angeles County Bail out : LI

Chapter 808, Statutes 1977* 234,533 - - —
— Ballot Pamphlet Printing
Augmentation * 218900 - - — — —

Tkl s sicrssssainsniress $7.489,007  $9,081L,124 810,654,748 31,573,624 17.3%

4 Amount not represented in budget items.
Amount undetermined at present.

Secretary of State Operations

Item 63, Secretary of State Operatlons proposes an expenditure of $6,-
036,836 which is an increase of $207,104 over current year estimates. Of this
amount, $196,243 is for four and one-half new positions in the Uniform

"Commercial Code'program and nine additional positions in the Corporate

Filing program. Both the Corporate Filing and Uniform Commercial
Code sections project increases in the number of documents that will be
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filed and a corresponding increase in the number of public requests to
review these documents. This cost will be offset by increased revenues to !
the General Fund from filing fees. !

State Voter Pamphlet

The budget includes $1,406,200 in Item 64 for printing the state voter
pamphlet for the June, 1980 primary election. This is the same amount
budgeted in the current year for the November, 1978 general election.
Item 65 is a new item which appropriates $1,367,000 for the cost of mailing
the June, 1980 voter pamphiet to the voters. Chapter 1396, Statutes of 1978,
transferred the authority for mailing these pamphlets from the individual
counties to the Secretary of State.

Local Government Subventions

The budget includes $2,000 in Item 66 to cover the administrative costs
incurred by counties in checking signatures submitted by candidates for
public office in lieu of filing fees. Candidates file only in those years
containing primary elections. The counties then claim their reimburse-
ments-~during the following year. The only reimbursement claims filed
during the budget year will be from counties which held a local primary
election in the current year. Therefore, the amount budgeted for 1979-80
is significantly less than expenditures in 1978-79. .

Itemn 67 makes $1,250,000 available for reimbursing net local govern-
‘ment costs resulting from Chapter 704, Statutes of 1975, which authorizes
voter registration by mail. This is the same amount budgeted in the cur-
rent year.

Itern 68 is a new item which appropnates $592,712 to reimburse local
governments for net costs incurred in purging voter reglstratmn files
during both the 1979-80 and 1980-81 fiscal years. This program is in ac-
cordance with law, and control language in Item 68 would make these
funds available during fiscal years 1979-80 and 1980-81,

Reductions Per Sections 27.1 and 27.2—Budget Act of 1978

For the current year the Secretary of State has reduced operatmg ex-
penses $336,000 by changing the method of mailing voter pamphlets to
comply with Section 27.1 of the 1978 Budget Act. There was no reduction
in positions.

ELECTION REFORM

There have been a number of election reforms enacted since 1974. The
two most significant reforms are registration by mail and voter file purge.

What Price Election Reform?

Election reform programs have an estimated budget year cost of $2,258,-
389, Table 2 displays voter registration and voter turnout statistics for
general elections between 1970 and 1978. The data displayed in Table 2
do not demonstrate that the election reform program has had an impact
on either (1) the number of persons reglstered to vote or (2) the number
of persons that actually voted.
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Table 2

General Election Voter Statistics—1970-1978 )
Total Percent
Regitered . Percent  Turnout
Foters® - Tl Tumout  of thase
Bleotion Total Voling {Percent of Voting Vots . of Registered * Eligible
Year Age Population®  Age Population] Cast? Voters - to Vote
1970 11,537,000 © 8,706,347 6,633,400 762% . 57.5%
{75.46%) : ,
1972 11,995,000 10,466,215 8565950 821 T
{87.25%) ‘ 1-'
1974 (includes 18-20 year old : o
VOUBIS) orersaaessnessssatesenssrennes 13,648,000 9,928,364 6,364,597 641 46.6
{72.74%}) ‘
1976 ; 14,260,000 . 9980488 - 8137202 815 571
(69.99%) '
1978 14,889,000 9,979,498 7,132,828 7L5 479
(67.02%) .

*Source; California State Department of Finance, Demographic Research.
Note: Flgures exclude green-card holders and include felons and military.

b Source: Statement of Vote published by Office of the Secretary of State.

. ©New voter file purge procedures instittted. -

“Reg}strahon by Mail Program began August 15, 1976.

Mail Reglstration Program

We recommend that the Legislature enact legislation to eliminate the
postage paid feature of the mail registration program for an annual savings *
of $356,675.

- Chapter 704, Statutes of 1975, redesxgned the voter registration program
to provide for “self-registration” through the use of postage paid registra-
tion cards. This program became operative in August of 1976.

The program cost $1,963,164 in 1977-78 and an estifnated $2,141,790 in
the current year, and it is estimated to cost $2,098,452 in the budget year.
Approximately 36 percent, or $756,102, of the budget year request is al-
located for printing and postage for the registration cards and other relat-
ed forms. Postage accounts for $336,675 of this amount. Approximately 60
percent, or $1,250,000, of the request will be subvened directly to counties
to cover their costs in operating this program. The remaining 4 percent,
or $92,350, is allocated to the state for data processing and administrative
services costs. The Office of the Secretary of State believes that with the
exception of the component that promotes voter registration, all other
costs for this program should decline and eventually be eliminated. We
have been provided no evidence to support this conclusion..

- Clearly, this new system facilitates the registration process. However,
we are not able to determine if the program has significantly increased the
number of persons presently registered to vote, for ‘two reasons. First,
accurate assessments of program impact carnot be made because the
procedure by which voter registration lists are purged has changed several
times in recent years. Second, even if it could be demonstrated that more
citizens were reglstered it would be difficult to ascertain how many of
‘those persons using the ‘postcard mail process to reg1ster would have
registered anyway.
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In view of the significant costs of this program and the lack of any
discernable trends in voter participation, we recommend that the Legisla-
ture consider program changes which would reduce the overall cost of the
mail registration program. Specifically, we recommend that current law
be amended to remove the postage paid feature for an annual savings of
$336,675. We do not believe it is asking too much of would-be voters to pay
the postage on registration cards, particularly in view of the convenience

- this method offers relative to in-person registration.

We recommend that the Office of the Secretary of State establish writ-
ten policies specifying legitimate reimbursable costs and that it also de-
velop a standardized reimbursement claim form. We further recommend
that leFislation be enacted authorizing the Controller’s Office to audit
these claims. i

Unlike most local government subvention programs, reimbursement
claims submitted under the mail registration program are not processed
by the Controller’s Office. Chapter 704 delegates authority for the review
and approval of the claims submitted by the counties to the Seeretary of
State’s Office. In our review of this process, we noted that there is consid-
erable diversity as to the format, comprehensiveness and completeness of
the claims submitted. For this reason, the Office of the Secretary of State
must devote a significant amount of time to the review and restructuring
of the claims. The office has not issued written guidelines specifying the
procedures counties are to follow in compiling a claim. Also, there is no
standardized claim form, and no written policy specifying which costs are
reimbursable; For this reason it appears that an excessive amount of time
must be devoted to the review of each claim. In the absence of written
policies delineating acceptable costs, many of the decisions ultimately
made may be arbitrary. Further, there is no field auditing of those claims
which are ultimately approved and paid.

For these reasons we recommend that {1} the Secretary of State de-
velop written policies specifying legitimate reimbursable costs, (2) these
policies be distributed to the counties and (3) a standardized reimburse-
ment claim form be developed. We further recommend that legislation be
enacted authorizing the Controller’s Office to assume responsibility for
auditing these claims on a random basis and to pr0v1de technical assistance
to counties when appropriate.

Purga of Voter Registration Lists

The laws governing the procedures by which voter reglstratlon lists are
purged have been changed several times since 1974 in order to maintain
the greatest number of persons as registered voters. There are presently
.two different systems of purging voters from the rolls authorized by law.
These are the “Marks Plan™ and the “Panish Plan,” Although the counties
may choose which of the two plans to use, the state will only reimburse
them for the net costs of the less expensive plan. According to a formula
developed by the Office of the Secretary of State, the less expenswe
“Marks Plan” will cost $639,747 over a four-year penod

Net costs for this program must be calculated on a four-year cycle as
there are costs to counties in those years containing a primary election,
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and savings in those years containing a general election. Because there is

'no system by which the state can recapture that money saved by a county,

reimbursement to the counties must be budgeted for a two or four-year
period of time. The 1979-80 budget proposes reimbursement over a two-
year period of time with appropriate control language contained in Item
68 of the Budget Bill. We support this two-year budgeting cycle approach.

STATE TREASURER

Item 69 from the General Fund ' Budget p. 117
Requested 1979-80 .....ccovoivmienicisnnininsinrsssssssasessmssssssssssssassnssses $2.423,666
Estimated 1978-T9......cccouorninrimmmimmenisiseessesmienssssissssserssnses . 2,411,612
Actual 1977-T8 ...cvrrrrvcresirrsssnereraesssses e ererreeneesaan 1, 942 355
Requested increase $12,054 (0.5 percent) . o
Total recommended 11T T O —— - $5,119
. S . o Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS - page

1. Medi-Cal Warrant Redemption. Reduce Item by $5119 121
and transfer funds to Item 257 (Medi-Cal support). Recom-
mend appropriation for Medi-Cal warrant redemption be
transferred to Department of Health Services (Item 257)
to ensure proper program budgeting for Medi-Cal.
GENERAL PROGRAM STATEMENT '
The State Treasurer has the following respon51b1ht1es
1. Provide custody for all money and securities belonging to or held in
trust by the state;
. Invest temporarily idle state and other de31gnated funds
Pay warrants and checks drawn by the State Controller;
Prepare, sell and redeem general obligation and revenue bonds of
the state; and
Prevent the issuance of unsound securities by irrigation, water stor-
age and certain other districts.

These responsibilities are 1mplemented through the six program ele-
ments shown in Table 1.

ANALYSIS AND RECOMMENDATIONS

The budget proposes an expenditure of $2,423,666 whlch isa $12 054 or
0.5 percent increase over estimated current-year expenditures. A total of
4.5 new positions are being requested, of which 1.8 positions will be sup-
ported by the General Fund and 2.7 positions will be supported with
increased reimbursements. The budget also indicates that, pursuant to
Section 27.2 of the 1978 Budget Act, six positionis and associated expendi-
tures of $111,000 will be deleted both in the current and budget years.
These positions, however, will not be identified until legislative hearings
on this item and are therefore not identified by program in Table 1.

o oo
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Table 1

State Treasurer
Budget Summary ‘
Personnel-Years Espenditures
Actual  Authorized Proposed  Actual Auvthorizéd Proposed
: 1977-78 197879 197880 1977-78 1978-79
. Bond Sales and Services........ 163 176 19.6 $417.928 $495,108 $938,444

1
2. Investment Services ...., 6.5 9.0 90 316;106 429 887 434,825
3. Paying and Receiving.. 340 446 461 1,203,532 1,265,581 1,240,256
4, Trust Services .mmmorrneees 16.8 16.8 178 595260. 625,876 670,684
5, Districts Securities Division 7.3 8.3 8.3 953,246 329,343 335,150
6. Administration (distributed :

to other programs) ... 158 182 182 {503,059) (582,073) (612,563)

Total ..ooerrrnne 967 1145 1190 - $2,786,072 $3,145,795  $3,219,350

Reimbursements .....uvenuerccennee ) : —843.717 —T34,183 —795,603
General Fund.........coconevrommmsnnnns 1,542,355 2,411,612 2,423,666

BOND SALES AND SERVICES

The responsibilities of this program element include issuing, selling,
servicing and redeeming all general obligation and revenue bonds. Reim-
bursements of approximately $199,450 will be received from individual
bond funds. The remaining $338,994, or 63 percent of the program ele-
ment cost, will be supported by the General Fund.

_There are two positions being requested for this element. One would
handle increased workload resulting from the growth in the trusteeship

responsibilities of bond indenture. The other, a clerical position, is needed *

to handle the increase in the number of bonds issued. Table 2 summarizes
the Treasurer’s bond marketing activities.

Table 2
Bond Marketing Activities )
General Obligation Bonds _ 1977-78 1978-79 1970-80
Number Issued . : 9 9 9
Amount (millions)- : $431 8550 §420
Revenue Bonds h ' '
Number Issued........ : ‘ 23 o 43

-Amount {millions) htstsesar s R RSSO - 5288 $400° - $420

INVESTMENT SERVICES

This program element has the responsibility for investing the tempo-
rary surplus cash of the General Fund, other state funds and the Local
Agency Investment Fund. The objective is to maximize the earnings of
these funds within the statutory limitations and policy decisions of the
Pooled Money Investment Board.

" Earnings from the Pooled Money Investment Account are distributed
to the General Fund and to the approximately 200 other special funds to
which interest can accrue. The earnings of the pool are apportioned to the
participants on the basis of the amount and length of t1me the funds were
in the pooled money account,
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Investment Ea-rnings increase in 1977-78

The results of the investment program are summarized in Table 3. In
1977-78, the average daily balance of the pool'inereased 20 percent over
. the prior-year level. Interest earnings on an average daily investsnent of
$6,843.9 million were $458.6 million, representing a 75 percent increase
from the 1976-77 level. This dramatic increase in the level of earnings is
dué primarily to significant increases in the General Fund surplus and
market interest rates. The percentage vield for 1977-78 was 6.70 percent.

For the first six months of the current year, the level of daily invest-
ments has averaged $8,241 million, with an effective yield of 8.09 percent.
The investment balance is projected to decline from current levels to
about $7,900 million by year-end, and interest rates are expected to aver-
age 8.25 percent for fiscal year 1978-79 as a whole. On this basis, interest
earnings of over $650 million are projected for the current fiscal year.

~Table 3

investment Results
Pooled Maney Account .

Average -
Daily
Investment
Balance FEarnings Percent
o (milfions) {millions) " Feld
1973-74 ..... ‘ - $2,587.2 $231.2 : - 897%
- 1974-75 2,740.1 236.3 862 ¢
1975-16 1 3,200.1 ) 2043 6.37
1976-T7 : 44605 2617 5.87
1977-78 68439 4586 6.70
1678-79 (est) .. —_— 7,900.0 630.0 825

PAYING AND RECEIVING

The State Treasurer provides banking services for state agencies, These
services include depositing state funds and redeeming warrants issued by
the Controller and other state agencies. In addition, this program element
provides information to the Investment Division on the state’s daily cash
position. Activities of this element are summarized in Table 4.

Table 4 ‘
Paying and Receiving _

‘ Actual Estimated Proposed

‘ . 1977-78 ‘ - 1978.79 1979-5¢

Dollars Deposited (billions}...... $819. $85.7 $90.2
Number of Warrants Paid (millions) ..., R 2% T4 46
Personnel-Years . 34.0 ; 44.6 ’ 46.1
Total Program EXpenditures ...  $1,203,532 - $1,265,581 - $1,249,256
Reimbursements $—-208,296 - $—161,000 $—170,931

General Fund Total . - §995,236 $1,104,581  $1,078,325
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Medi-Cal Warrant Redemptions

The Treasurer’s office is requesting 1.5 temporary positions to accom-
modate the new workload created by Medi-Cal warrant redemptions. The
_processing of Medi-Cal payments to providers was formerly done by con-
tract to a private firm under the Department of Health. Effective June 1,
1979, the State Controller will assume responsibility for Medi-Cal warrant
preparation. Concurrently, the State Treasurer will take responsibility for
Medi-Cal warrant redemptlons It is expected that 2.6 million Medi-Cal

warrants will be processed in the budget year.

Program Budgeting for Medi-Cal

We recommend that $5,.119 be de]eted from the General Fund appro-
priation to the State Treasurer and included in Item 257, the General
Fund appropriation for the Department of Health .S'ervfces, to ensure
proper program budgeting.

Chapter 1284, Statutes of 1978 (AB 3322), reflects the Legislature’s con-
cern that program budgeting concepts be incorporated into the budget.
The objective is to identify, for each program, costs associated with its
operation. We believe the direct General Fund appropriation to the
Treasurer to cover the cost of Medi-Cal warrant redemption violates the
concept of program budgeting because it results in an understatement of
the cost of the Medi-Cal program. Direct appropriation to the Depart-
ment of Health Services (DHS), followed by reimbursement from DHS
to the Treasurer, would provide a more accurate program budget for both
agencies. {For further discussion, see analyses of State Controller, Item 57,
and Department of Health Services, Item 257.)

TRUST SERVICES

The trust services program element is responsible for the safekeeping
of securities owned by or pledged to the state. These securities are held
in the Treasurer’s vault or in approved depositories. As of June 1978, the
Treasurer was responsible for over $22 billion in securities.

Many of the trust services are provided to other state agencies such as
PERS, STRS, and the Insurance Commission. The Treasurer is reimmbursed
for trust services provided to other agencies. Such reimbursements will
amount to $405, 312 in 1979—80 or 60 percent of the cost of the trust services
program.

Mortgage Holdings as Collateral

Chapter 867, Statutes of 1977 (AB 1151), stlpulates that, effective Janu-
ary 1978, first mortgages and first deeds of trust on residential real prop-
erty in California may be used as collateral for state funds in bank and
savings and loan time deposits. If this type of collateral is employed, the
mortgages and deeds of trust must have a market value equal to 150
percent of the deposit.

As of December 1978, state deposits worth $1 7 billion were collateral-
ized with over 28,000 mortgages. During the current year, these deposits
have earned a rate of return between 0.5 percent and 1 percent higher
than the average rate of return on time deposits collateralized with securi-
ties. The trust services element is requesting one clerical position to assist
in the processing of these time deposits.
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DISTRICT SECURITIES DIVISION

The primary function of this division is to provide technical and fiscal
evaluation of construction projects proposed by water, irrigation and cer-
tain other districts. By promoting sound financial programs for these dis-
tricts, the division seeks to protect the public from unsound securities as
well as to protect the credit standing of the state and its local jurisdictions.

Although the division is budgeted from the Gerieral Fund, it is expected
to recover an equal amount through fees charged for its services. In recent
years, this requirement has been successfully met. Table 5 reviews pro-
gram costs, revenues and personnel requirements.

Table 5
District Securities Division .
Actual Estimated Proposed
1977-78 - 1978-79 197950
Program Cost ‘ $253,246 $329,343 - $335,150
REVEIIUE ..o csnerenssseressasessensssesansssestsesssstasnsasesensesssesss . 318,801 327,886 350,255
Personnel-Years

...... 73 8.3 .

_ADMINISTRATION
The adrmmstratwe element is comprised of the executlve officers and
the general services section including the budgeting, personnel and ac-
counting functions. The executive officers consist of the State Treasurer,

the assistant treasurer, the chlef deputy treasurer and the assistant deputy
treasurer.

MUSEUM OF SCIENCE AND INDUSTRY

Item 70 from the General Fund Budget p. 121
ReqUEStEd 197980 wovvvvvrrerrserrersssssssesssrsssssssssessessmsssesesiessennnneeis $2,662,996
Estimated 1978-79......ccccvueereenrernreevennns errrssnreisrrisassents sraserasssnnnras 2,711,192
Actual 19TT=T8 ...t st seen e re s sarasnens . 2,505,126
Requested reduction 848,196 (1.8 percent) _
Total recommended INCTEASE ..vvvvivevreve v rerererre e eee e ereeeeennes $15,500
. Analysis

SUMMARY OF MAJOR ISSUES AND RECOCMMENDATIONS page

1 Reimbursements. Increase reimbursements 36,000, reduce 124
General Fund $6,000. Recommend reimbursements be in- .
‘creased based on past experience. C

2. Workers’ Compensation. Augment $21,500. Recommend 124
increase to meet ant1c1pated workers compensatlon costs |
based on past experience.

8. Museum Foundation. Recommend foundation corpora- 124

‘tion be required to reimburse the state for its pro rata share
of the cost of services provided by the museum.






