Retirement System Items 40-42

Board of Control—Continued
Merit Award Board
The Merit Award Board’s staff receives employee suggestions and
refers them to the department concerned for investigation and recom-
mendations. Table 2 shows the volume of suggestions offered during the
past four years and the estimate for the budget year.

) Table 2
Annual Total of Employee Suggestions

1966-67 196768 1968-69 1969-70 1970-71
Suggestions Offered _____________ 3,513 3,394 2,942 3,025 3,050
Change from Prior Year ______._ +17% -84% -133% +29%

We believe the reversal in trend during the current year is due pri-
marily to the $1,000 augmentation which the Legislature placed in the
1969-70 allowance for printing to publicize the suggestion program.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The proposed budget contains an increase of 0.3 man-years in tem-
porary help to meet the clerical workload during the summer vacation-
ing period. This $1,500 increase in personnel costs will be offset by a
$2,623 reduction in operating expenses. The major portion of this re-
duction in operating expenses consists of the elimination of $1,000 for
printing expenses which the Legislature added to this budget during
the current fiscal year to publicize and stop the decline in the employee
suggestion program. :

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Items 40, 41 and 42 from the General Fund, Public Employees’ Re-
tirement Fund and the State Employees Contingency Reserve

Fund Budget page 60
Requested 1970-71 __ - $3,812,108
Estimated 1969-70 - 3,812,108
Actual 1968-69 ' 3,233,346

Requested increase—None
Total recommended reduction __ - _- " None

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS

1. We recommend consolidation of the system’s annual ‘‘Financial
Report and Report of Operations’’ (required by Sections 20206.5 and
20232 of the Government Code) with the Board of Administration’s
‘‘Annual Report to the Governor and the Legislature’’ (requlred by
Section 20140 of that code).

2. We recommend that the system’s annual financial report separately
identify state employer costs by membership category as a part of the
total cost of retirement benefits.
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Public Employees’ Retirement System—Continued
GENERAL PROGRAM STATEMENT

The objective of the Public Employees’ Retirement System is to
provide the state and other public employers and employees an op-
portunity to participate in the retirement and health-benefits plans
(including four major medical plans) administered by the system,
thereby aiding in the recruitment and retention of competent personnel
by assuring a measure of postretirement financial security for older or
long-term employees and financial assistance for active and retired
employees in times of illness or other temporary physmal impairment.
All of these plans are statutorily controlled and require joint funding
in different proportions by the employer and employee. :

A subsidiary program conduected by the system is the administration
of the coverage and reporting aspects of the federal Old Age Sur- .
vivors, Disability and Health Insurance program, (Social Security),
Whlch is applicable on an optional but formal agreement basis to gov-
ernmental entities. Pursuant to such an agreement between the state
and the federal government, existing employees were given the option
to join Soecial Security and all state employees (exeept those in exempt
classifications) entering service since 1962 automatically are covered
by this program, and the retirement formula which applies to them
is modified to reflect the fact that they will receive dual retirement
benefits—one from the state and another from the federal system. Loeal
public agencies may also contract for Social Security coverage of -their
employees through PERS. Such coverage may be exclusive of, eoordi-
nated with, or in full supplementation to a local retirement plan, at
the option of the agency. As in private employment, the employee and
employer contribute equal amounts to the Social Security program. At
present, this is 4.8 percent of the first $7,800 of gross earnmgs in each
calendar year, but existing federal law prov1des for scheduled increases
in the tax rate through 1987, at which time employers and employees
will each be paying 5.9 percent on $7,800 of earnings.

The day-to-day operations of the system are performed by an
authorized staff of 326 positions under the direction of the system’s
board-appointed executive officer. Responsibility for establishing policy
- direction and guidance for the system is vested in its Board of Ad-.

ministration. This board consists of eight members when considering
matters related to the retirement programs, but it is increased by three
public members when health benefits and medical plans are under
discussion. The board submits two annual reports to the Governor and
the Legislature, one summarizing the system’s operations and stating
its recommendations for legislation affecting retirement benefits and
the administration of the system, and the other one its investments
and financial operations.

The costs of administering the system’s three programs (retirement,

" health benefits, and social security) are funded from different sources.
The General Fund supports that portion of the social security program
administration relating to the state’s participation therein. The Publie
Employees’ Retirement Fund (representing all participating public em-
ployers and employees) supports the administrative costs of the re-
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Public Employees’ Retirement System—-Cor_\tinued

tirement program, and the State Employees’ Contingency Reserve
Fund supports the health benefits program. Table 1 details the support
by fund.

Table 1
Fund Support for Administration of Public Employees’ Retirement System
1968-69 1969-70 1970-71
(ectual) (estimated) (proposed)
General. Fund (Item 40) . ____________ $22,500 $22,500 $18,000
Public Employees’ Retirement Fund }
(Item 41) 2,871,314 3,349,237 3,330,380
State Employees’ Contingency Reserve
Fund (Item 42) 330,532 440,371 463,728

$3,233,346  $3,812,108 $3,812,108
ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Including reimbursements, the system is proposing a total adminis-
trative support expenditure of $4,619,529 for fiscal year 1970-71, which
exceeds the current year’s total estimated expenditures by $114,499 or
2.5 percent. This increase is composed of $84,087 in personal services
and $30,412 in operating expenses and equipment. However, the system
anticipates that these costs will be offset fully by an increase of $114,499
in reimbursements from contracting agencies. Thus, the system’s pro-
posed appropriation from all funds for administrative support totals
$3,812,108, which is the same as estimated expenditures for the current
year.

Most of the administrative costs (such costs comprise over half of the
total proposed expenditure) are distributed among the system’s three
previously mentioned functional programs. It should be noted that the
Board of Administration and staff of the Public Employees’ Retire-
ment System administer the Legislators’ Retirement System as well as
the investments of the Legislators’ Retirement Frund without reimburse-
ment or compensation for these services. Thus, a portion of the total
proposed expenditure program represents the cost of administering
this retirement system, which has 127 active members and 101 retirees
or beneficiaries, and the management of $960,594 of the system’s funds
invested in various equities and securities. We have reviewed the sys-
tem’s program budget and comment on its administrative costs and
three functional programs—retirement, social security, and health bene-
fits—in sequence below.

DEPARTMENTAL ADMINISTRATION .

Of the total proposed expenditure of $4,619,529, the sum of
$2,464,372 or 53.3 percent is budgeted for departmental administration
and of this amount $2,173,772 is distributed to the three function pro-
grams in proportion to the services provided. These services, which re-
.quire an estimated 125 man-years of employment to perform, consist
of executive guidance and policy implementation, actuarial, legal, and
investment services, electronic data-processing services and routine ad-
ministrative activities. Under our discussion of each of the system’s
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Public Employees’ Retirement System~—Continued
functional programs, we indicate the amount charged for these ad-
ministrative services.

‘While there have been significant workload increases in two adminis-
trative activities, reductions in three other areas partially offset these
increases, thus resulting in a net increase of approximately $25,000 or
1 percent in administrative costs over estimated current-year expendi-
tures. The larger of the increases in administrative expenses amounts
to $55,728 and occurs in the ageney’s elecronic data-processing center
which serves not only this system but the Teachers’ Retirement System
and the Department of Veterans’ Affairs as well. This increase includes
approximately $23,000 for rental of new equipment consisting of a tape
control unit and four tape drives as well as a previously contracted
rental cost of $19,000 to increase the capacity of six present tape drives
by 50 percent. These equipment changes are considered necessary to

-process the increased workload generated by the system’s annual
growth in membership and to handle the increased data-processing re-
quirements of the Teachers’ Retirement System as more school districts
shift to a monthly reportmg cyele The remainder of the increase (ap-
proximately $13,000) is due to increases in personal services costs.

The other admmlstratlve cost increase, amounting to $43,906, occurs
in the investment services activity and reflects higher costs'in items
over which the agency has little control such as rent, treasurer’s
charges for servicing bonds held by the fund, pro rata charges, invest-
ment consultant fees due to inereases in the fund’s equities portfolio,
and merit salary adJustments

A reduction of $81,821 in admlmstratlve services results from dis-
tributing pro rata charges to all functions within the administration
program in lieu of the past practice of charging all of these costs to the
administrative services function.

A portion of administration costs, $290,000, is undistributed. It is
composed entirely of reimbursements, namely $110,000 for investment
services rendered to the Teachers’ Retirement System and $180,600 for
electronic data-processing services provided for the Teachers’ Retire-
ment System and the Department of Veterans’ Affairs.

Need to Consolidate Annual Reports

We recommend that consideration be given to combining the annual
report now made by the system and its Board of Administration on the
finaneial status of the system and its operations (as required by Seec-
tions 20206.5 and 20232 of the Government Code) with the Annual
Report to the Governor and the Legislature (required by Section 20140
of that code) which reports the benefit trends in public retirement
systems and in private employment (including health insurance pro-
grams) and.contains the board’s recommendations for retirement leg-
islation. Such a consolidation would require amendment of the appli-
cable statutes. Consolidation of the reports would produce minor savings
in printing costs and facilitate their use as a reference source by
providing a complete annual history of the system’s recommendations
for legislative changes and its operations and financial transactions in
one document,
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We further recommend that in the finanecial portion of its reports
the system identify state costs for its employees by membership cate-
gory. Separate identification of such costs would permit more meaning-
ful analysis and comparison of the costs of different retirement for-
mulas and assist in the evaluation of proposals to modify retirement
benefits,

RETIREMENT PROGRAM

The administration of a number of alternate retirement plans is the
major program of the system. Through this program the state and
various contracting agencies (57 county offices of superintendent of
schools, one school distriet, 259 cities, 35 counties and 288 local districts
and other public employers) offer their employees on a mandatory
(as a condition of employment) but mutual contributory basis retire-
ment benefits based on service or disability, death benefits, survivor
coverage (if not covered by Social Security) and special benefits to
certain occupational groups for death or disability incurred in the
line of duty. The contracting agencies are granted by statute a number
of optional retirement plans from which they may choose.

The proposed support expenditure of $3,654,180 for the program is
funded by an appropriation of $3,330,380 from the Public Employees’
Retirement Fund and $323,800 from reimbursements. This program is
requesting two new positions, one of which, a retirement officer IT with
an annual salary cost of $10,356, was established administratively in
-the current year to meet an unanticipated workload inerease in the
Benefits Division. The other. position is a typist-clerk with a first-year
salary cost of $4,860 whose services are required to meet the normal
-annual increase of workload associated with disability and death benefit
claims, Heretofore, this need was met by the use of temporary help
but now a full-time employee is justified on an annual basis.

Departmental administration costs in the amount of $2,001,772 have
been allocated to this program as it is the prime user of such serviees.
. Table 2 shows selected workload data for the retirement program
over a five-year period. '

» ‘Table 2
Retirement Program, Selected Workload Data
Detail 196465 1965-66 1966-67 1967-68  1968-69
Membership :
State. - 128,641 137,163 140,778 146,653 153,535
Total e 826,771 350,283 366,560 385,061 409,350
Retired members —_____.___ 384,551 38,230 42,130 46,355 51,438
Number contracting :
agencies ____________ 463 503 553 604 640
Public employers’
contributiong * _______ $133.1 $146.8 $163.0 $187.1 $218.6
Public employees’
contributions * ______ $114.8 $126.0 $1423 $154.3 $171.9
Benefit payments* ______ $63.5 $71.1 $79.6 $89.0 $105.4

- Death benefits * _____ $8.1 $8.4 $10.2  $103 $12.4
* In millions of dollars. -
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SOCIAL SECURITY PROGRAM

The Social Security program provides public employers and their
employees with an opportunity for coverage under the Federal Old
Age, Survivor, Disability and Health Insurance program through a
master agreement with the federal Social Security Administration
‘which is administered by the system.

The operational support of this program for state employees is
funded by a proposed General Fund appropriation of $18,000, which
is a reduction of $4,500 or 20 percent under the estimated expenditures
for that purpose in the current year. The system advises that the
reduction in state costs is based on a.review of the staff time needed
to meet the federal reporting requirements for state employees who
are covered under the Social Security program. Due to the manner
in which the records and reports are received from the State Controller,
only two man-years of staff time are utilized for this function. In
addition to the state support, the system is reimbursed in the amount
of $193,021 for its services to other public employers who have elected
to cover their employees under the master agreement referred to above,
This latter function requires 13.8 man-years of employment.

The total funding for the program amounts to $211,021, and the
system proposes to continue the same level of total emp]ovment (15.8
man-years) in the budget year as in the current year. The pro rata
share of administrative costs allocated to this program in the budget
year is $32,000. Table 3 shows the growth of the program and the
magnitude of wages in covered public employment in the State of
California for a five-year period.

Table 3
Social Security Program, Selected Workload Data
Detail ) 1964-65 1965-66 1966-67 1967-68 1968-69
Public employers® _______...______ 2,731 2,696 2,596 2,566 2,601 -
Public employees _-_____________ 283,000 323,000 354,000 379,000 416,000
Employer and employee o
contributions? _______________ $92.9 $113.2 $153.8 $170.6 $209.2
Net covered wages® _________-__ $1,276.0 $1,342.0 $1,776.0 $1,930.0 $2,310.0

1 Varjations in number reflect mergers and consolidations of districts and other governmental entities as well as
creation of new entities.
2 In millions of dollars.

HEALTH BENEFITS PROGRAM :

Through the Health Benefits program, the state and (since 1968)
other public. employers who so elect offer their employees a number of
health benefits plans as well as major medical plans on a premium-
sharlng basis. Under current law, the emplover s contribution is a
maximum of $8 per month per individual premium with the employee
paying the remaining differences. The state employer costs are funded
through the staff benefit’s portion of each agency’s support budget.
This program is also extended to 19,043 annuitants of the state’s retire-
ment system, and the state cost of this feature is funded in Item 244 of
the Budget Bill.
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The funds proposed to support the administration of the Health
Benefits program in the budget year total $463,728 and are contained
in the appropriation from the State Employees’ Contingency Reserve
Fund. This fund receives as revenue annual contributions from all
partlclpatlng employers as a percentage of the total premiums paid.
The maximum percentages are fixed by statute and the levels are set
annually by the Board of Administration. For the current fisecal year,
they are 2 percent for administration and 1 percent for reserves.

The system is requesting 0.8 of a position of temporary help to assist
its regular staff of 18.3 man-years of employment in handling the
additional workload resulting from legislation enacted in 1968 which
permitted public employers who have contracts with the system for
retirement and other benefits to participate in this program.

Departmental administrative costs of $140,000 are charged to this
program in the budget year. Table 4 illustrates the growth and scope
of the program.

Table 4 _
. Health Benefits Program, Statistical Data
Detail 19665 1965-66 1966-67 196768 1968-69
Average monthly enrollment___.__ 26,715 98,557 108,911 109,056 114,119
Number basie plans____________ 12 12 11 10 10
Number supplementary plans____ — _— 6 6 6
Number major medical plans____ — . _— — 4
Premium payments )
Employees’ share ¥ ___________ $13.8 $15.2 $17.4 $19.9 $21.0
State share®* _______________ $6.3 $6.8 $7.3 $75 $9.4
Total premium cost *_________ $20.1 $22.0 $24.7 $27.4 $30.4
State Administrative cost *______ $0.73 $0.75 $0.87 $0.90 $0.94
Total state cost*_____________ $7.0 $7.5 $8.2 $8.4 $10.3

* In millions of dollars.

DEPARTMENT OF GENERAL SERVICES

Item 43 from the General Fund Budget page 656
Requested 1970-71 ___ - . $5,326,548
Estimated 1969-70 _____ 5,390,433
Actual 1968-69 5,319,527
Requested decrease $63,885 (1.185 percent): '
Total recommended reduction —___ —— None
SUMMARY OF RECOMMENDED REDUCTIONS T Analysis
Amount page

Facilities Planning
Reduce reimbursements for Facilities
Planning Section :

3 Ass1stant state facilities planners ____________ $29,556
4 Architectural assistants 41,424
2 Stenographers I/II : 11,256
Staff benefits : 8,224  $90,460 1
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Communications Amount
Reduce Service Revolving Fund
for Communications:
6 replacement vehicles of 14 requested 19,665
Consoliddted Services, 0.B. 8 & 9
Reduce Service Revolving Fund for
Consolidated Services Section:
1 Supportive Services Manager _____ - __________________ 16,008

Total Recommended Reductions _ I ___ $126,133

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS
1. Departmental Mission

We recommend that agencies be directed by the adminis-
tration to move further toward comsolidation within the De-
partment of General Services in respect to material supply,
transportation services, communication services and property
acquisition.
2. Workload Standards

We recommend that the department continue to report an-
nually under separate cover the progress achieved in developing

and implementing workload standards as an on-going effort to
improve efficiency.

3. Facilities Planning

‘We recommend deletion of the nine new positions proposed for
the Facilities Planning program. These positions are not justified
based on an analysis of workload and existing capability within
the Office of Architecture and Construction. This deletion repre-
sents a savings of $90,460 and is reflected by a corresponding re-
duction in General Fund reimbursements. ‘

4. Property Acquisition

The administration should begin planning to comsolidate all
property acquisition and disposal services, except for the Divi-
sion of Highways, within the Department of General Services.
Such consolidation should be effectuated by 1971-72 or when the
workloads of the various state agencies engaged in this activity
decrease to the point that they are no longer economical.

5. Communications

‘We recommend that the proposed funding request to replace
14 vehicles for the Communication Division be reduced in the
amount of $19,665 because six of these vehicles will not reach the
100,000-mile guideline for replacement. This represents a reduc-
tion in the Service Revolving Fund (Item 47).

6. Consolidated Services—0O.B. 8 & 9

We recommend that the pesition of supportive services man-
ager for O.B. 8 and 9 be deleted for a savings of $16,008. This
function will be performed as part of the duties of the Consoli-
dated Services Coordinator which is authorized for the Admin-
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Department of General Services—Continued ‘Analysis

istration -Division for the next fiscal year. This represents a »age
reduction in the Service Revolving Fund (Item 47).

7. Data Processing- ' 80

We recommend that-the Department of General Services place
emphas1s in the 1970-71 fiscal year on completing program con-
version to new EDP equipment and on problems associated with
late billings to agenecies.

8. Office Services 81

‘We recommend that the Department of General Services sur-
vey all ageney facilities to determine the extent of excess dupli-
cating equipment, the possibility of transferring such equipment
to reproduction services or the printing plant, and the potential
for eliminating small and inefficient réproduction facilities. This
survey should be received by the Department of Finance and the
Joint Legislative Budget Commiittee before funds are released to
acquire additional or replacement duplication equipment.

9. State Printing 83
It is recommended that legislation be enacted in the 1970-71

session to permit the State Printer to enter into competitive bid-

ding on all work performed under his jurisdietion, excepting

legislative printing, Withvbids awarded on a least-cost basis.

10. Transportation Division ' ’ : 86

We recommend that one senior management analyst be added
at an estimated cost of $21,776 to the Management Assistance
Division to conduct a fleet management consolidation study.

GENERAL PROGRAM STATEMENT )

The Department of General Services was created effective October 1,
1963, by Chapter 1768, Statutes of 1963, to administer various state
service functions formerly in the Department of Finance, the Division
of Architecture in the Department of Public Works, and the Secretary
of State’s Central Records Depository. The latter'is now called the State
Records Service.

The responsibilities of the Department of General Services are pri-
marily specified in Sections 14600 to 14973 of the Government Code.
These responsibilities relate to supervision of financial and business’
matters and providing certain-centralized serviees.

Table 1 is a summary of the total support expenditure program of
the Department of General Services for the four-year period ending
with 1970-71. The department is funded by (1) direct support appro-
priations, (2) revolving fund appropriations, and (3) reimbursements
from specific agreements.

Direct support is obtained mainly from the General Fund but also
from other soufces such as the Architecture Public Building Fund.

Revolving fund support is provided by the Service Revolving -Fund
and the Architecture Revolving Fund.
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Reimbursements to the department may be transfers of funds from.
one account to another account within the General Fund or a transfer
from another fund. In either case, a reimbursement is payment for an
agreed to service at a specified price, whereas revolving fund payments
are based on allocated cost for the service provided. Table 1 shows that
the major part of the department’s funding comes from reimburse-
ments and revolving funds. )

Table 1 .
Department of General Services

Total Expenditures, by Source of Funds, 1967-68 to 1970-71

Source of funds 1967-68 1968-69 1969-70 1970-71
Direct Support Appropriations : .
General Fund __________ $5,512,944  $5,319,527  $5,390,433  $5,326,548
State School Building Aid
Fund . ______ 1,007,584 922,320 961,369 906,883
~ Architecture Public Building
Fond . ___________ 1,536,305 1,485,682 1,584,604 1,689,605
Street and Highway Disaster
Fund 18,437 9,156 8,944 -
Total $8,07 0,270 $7,736,685  $7,945,350  $7,923,036-
Appropriations from Revolving
Funds:
Service Revolving Fund,
Printing . __________ 19,175,104 17,716,285 18,457,000 17,800,000
Service Revolving Fund,
other activities __.____ 17,749,542 21,418,680 22,915,987 20,320,120
Architecture Revolving Fund 8,073,221 8,128,809 8,299,001 6,903,680
Total - $44,997,867 $47,263,774 $49,672,028 $45,023,800
Total Appropriations ___._____ 53,068,137 55,000,459 57,617,378 52,946,336
Reimbursements :
General Fund activities ___ -$13,705,820 $16,248,439 $18,258,768 $18,633,450
Architecture Revolving Fund
activities . ______ 669,335 58,647 58,647 58,647
Total _ = $14,375,155 $16,307,086 $18,317,415 $18,692,097
Total Expenditures ____o... $67,443,292 $71,307,545 $75,934,793 $71,638,933

Table 2 is a summary of the total program expenditures for the De- °
partment of General Services by source of funds for the 1970-71 budget
year. The department is engaged primarily in providing consolidated
services which constitute essential elements of other departmental pro-
grams. However, from the standpoint of the Department of General
Services, these services are separately identifiable departmental pro-
grams and are discussed in succeeding sections of this analysis in the
order shown in Table 2. Note that operational support accounts for more
than 55 percent of total expenditures and that revolving fund appro-
priations provide more than 62 percent of total funding requirements.
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Table 2
Department of General Services

Total' Expenditures by Source of Funds and Pragrams—1970-71
Direct = Revolving

support fund Total
appropri- appropri- Reimburse- expendi- % of
Operating unit ations ations ments tures total
Administration _________ $843,738 —~ $1,099,319 $1,943,057 2.71
Property Management —__ 2,627,258 $6,903,680 1,872,620 11,403,558 15.92
Building Standards --_ 10,000 o - 10,000
Facilities Planning __. . — 807,661 807,661
Property Acquisition . 5,000 — 999,157 1,004,157
Architecture and
Construetion _.___ 1,689,605 6,903,680 58,647 8,651,932
Local Assistance __.__ 922,653 — 7,155 929,808
Maintenance and Security 1,585,679 219,094 12,959,473 14,764,246 20.61
Buildings and Grounds_ 919,074 - 11,389,061 12,308,135
Security and Protection 666,605 - 1,570,412 2,237,017
Rented Buildings —.——— - 219,094 - 219,094
Operational Support ... 1,527,307 37,901,026 118,829 39,547,162  55.20
Communications
Services ________ 153,519 5,811,992 _~ 5,965,511
Consolidated Services,
0B. 8&9 ______ -~ 1,084,029 —— 1,084,029
Data Processing Serv-
ice Center _._____ _— 752,705 — 752,705
Office Services —_—___.__ 93,450 1,181,662 19,000 1,294,112
State Printing Plant —_ _- 17,800,000 -- 17,800,000
Procurement _____.____ 1,174,334 5,958,394 7,129 7,209,857
Transportation —______ 106,004 5,312,244 22,700 5,440,948
Management Assistance-.. 1,339,054 —— 2,641,856 3,980,910 5.56
Administrative -
Procedure —_______ _— - 1,125,856 1,125,856
Legal Office ____.___._ . 300,383 _ 62,000 362,383
Management Assistance 701,126 _— 70,000 771,126
State Records Service__ 271,196 _ - 271,196
Insurance Office ______ 66,349 —~ 1,384,000 1,450,349
Totals — - $7,923,036 $45,023,800 $18,692,097 $71,638,933 100.00
Percent of Total _____ 11.06 62.85 26.09 100.00

Table 3 is a summary of staff, by programs, for the four-year period
ending with 1970-71. It should be noted that there are 92.9 fewer posi-
tions in the budget year than in 1969-70. The bulk of these reductions
are in the Office of Architecture and Construction, the State Printing
Plant, and Property Acquisition.
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Table 3

Department of General Services

Staff by Programs, 1967-68 to 1970-71

Filled Awthorized positions
positions Actual Proposed Staff
1967-68 1968-69 1969-70 1970-71 changes
Administration . ____.___ 135.2 138.9. 163.6 163.6
Property Management ________ 7475 789.1 713.8 649.3 (64.5)
Building Standards . _._____ — 6.1 4.0 1.0
Facilities Planning __._______ 252 38.6 46.4 53.4
Property Aecquisition ________ 88.4 78.9 834 - 614
Architecture & Construction__  552.7 586.5 509.0. 462.5
Local Assistance ___________ 81.2 79.0 71.0 71.0
Maintenance & Security ——--_._ 1,190.2 1,288.8 1,315.3  1,329.3 14.0
Buildings & Grounds ________ 1,0453 1,7421 1,155.3 1,151.6
“Security & Protection —_____ 144.9 146.7 160.0 177.7
Rental Buildings . _____ — - _— -,
Operational Support __________ 14301 1,507.3 1,563.5 15182 (45.3)
Communications Services —___  172.6 1778 186.3, 185.3
Consolidated Services, R
0B.8&9 . __ — 10.2 54.0 54.0
Data Processing ____________ _ 33.6 48.3 . 483
Office Services ________ e 73.0 81.7 90.6 95.6
State Printing Plant _______ 900.9 919.8 873.3 828.0
Procurement —___ . ________ 146.7 143.9 159.5 155.5
Transportation ____._________ 136.9 140.3 151.5 1515
Management Assistance _______ 1447 157.2 147.0 149.9 2.9
Administrative Procedure ___ 623 613 61.8 61.8
Legal Office —______________ 22.4 22.6 20.5 194
Management Assistance _____ 42.4 55.1 39.2 43.2
State Records ____________._ 12,7 14.0 19.5 -19.5
Insurance Office ___..________ 49 4.2 6.0 6.0
Totals 36477 3,881.3 39032 38103 (929)
9% of Change . ______.__. - ' 64 0.6 (2.4)

Departmental Mission

We recommend that agencies be directed by the administration to
~ move further toward consolidation within the Department of General
Services in respect to material supply, transportation services, com-
munication services, and property acquisition.

The mission of the Department of General Services is threefold: (1)
execute the functions of management and support as assighed by the
Governor and specified by statute; (2) provide services to operating
departments with greater efficiency and economy than they can indi-
vidually provide for themselves; and (3) improve effectiveness and
economy in the administration of state government by establishing and
improving statewide standards and guidelines and by developing and
implementing constructive changes in governmental policies and pro-
cedures. .

_The Department of General Services should continue its effort to
centralize services for the various state agencies. The use of effective
and efficient central service units is more economical than the duplica-
tion that is inherent in individual department-oriented service pro-
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grams. Some of the most costly services that state agenc1es continue to
pr0v1de for themsélves are material supply services, transportation
servieces, communication serviees, and property acquisition even though
the Department of General Servmes is constituted for and is engaged
in an effort to provide clients these services on an equivalent or better
basis and at a reduced cost.

Workload Standards

We recommend that the department continue to report annually
under separate cover the progress achieved in developmg and imple-
menting workload standards as an on-going effort to improve efficiency.

Our 1968-69 analysis pointed out that the department had diseon-
tinued its annual report on workload standards. This report was
originally requested by the Assembly Subcommittee on Standards, Pro-
cedures and Reporting and was assumed to be an annual report. The
report was reissued for the 1969-70 budget year and was made a part

-of the Multiyear Program Statement for 1970-71. Work measurement

and development of staffing standards should be continued by the de-
partment especially for tasks that require a high percentage of routine

work. This effort should recognize opportunities to reduce staff require- -
ments by employing new techniques and/or equipment. Equally im-
portant is the realization .that standards are averages that should be
improved over time as technology ainid experience dictate.

ANALYSIS AND RECOMMENDATIONS
This analysis is presented in the sequence of expenditures for oper-

" ating units found in Table 2, page 72. Each unit is preceded by a

statement of funding which specifies the type of support, source of
funds, proposed expenditures and proposed staff.

ADMINISTRATION

Source Proposed " Proposed
Funding of funds expenditures - staff
Direct support —_______________ Item 43 $843,738 163.6
Reimbursements ___.____________ Item 43 ’ 1,099,319
Total : $1,943.057 . 163.6

The Administration Program contains the executive and staff sup-
port elements of the Department of General Services. Staff support in-
cludes financial management, personnel management, administrative
services, and consolidated business services. A new position of Central
Services Coordinator is being proposed to formalize funections per-
formed by a temporarily established position in Consolidated Business
Services. We conclir with the establishment of this position in the Ad-
ministration Division and recommeénd under our analysis of the Con- .
solidated Services unit for Office Buildings 8 and 9 that the temporary
position be abolished.

Buildings Standards Commission . )
Source Proposed Proposed

Funding. . of funds expenditures staff
Direct support : Ttem 48 $10,000 1
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The Building Standards Commission was established to codlfy uni-

formly building regulations. published by various state agencies and to.

interpret the code on request for state agencies, private firms and
others,

Uniform codification is expected to be complete by the end of the
1969-70 fiscal year although updating of codes will continue to be nec-

essary. The Governor’s Budget reduces the number of staff positions’

to the commission by eliminating the chief analyst and two building

. code analysts. One secretarial position is authorized to provide staff:

services and program contmulty to the State Bulldmg Standards Com-
mission,

In prior year analyses, we recommended that funding be continued
until uniform codification was complete. We therefore concur with the
Governor’s Budget on the reduction of staff service to the commission
* and the provision of a secretarial position at a cost of $10,000 per year.

FACILITIES PLANNING

Source Proposed Proposed
Funding of funds expenditures staff
Reimbursements . __________ Ttem 43 $807,661 53.4

We recommend disapproval of the wine new positions proposed for
the Facilities Planning program. These positions are not justified based
on an analysis of workload and existing capability within the Office of
Architecture and Construction. This represents a savings of -$90,460
and is reflected by a corresponding reduction in General Fund reim-
bursements.

The Governor’s Task Force on Efficiency and Cost Control recom-
mended in November 1967 that space management and control - re-
sponsibility be centralized within one agency. Subsequently, the Facil-
ities Planning Division was delegated ecentralized responsibility.
Twenty-one positions were transferred from various state agenecies in
the 1968-69 fiscal year. An additional 15 positions were requested by
the division for the 1969-70 budget year.

In our 1969-70 Analysis of the Budget Bill we recommended dele-
tion of 15 positions proposed for the Facilities Planning Program be-
cause the. majority of the positions were supervisory and were not

Justified on a workload basis. The 15 positions were deleted as recom-
" mended.

For the 1970—71 fiscal year Facﬂitles Planning is proposing mne
new positions. Careful review of justification and workload status in-
formation supplied by the division does not support the need for nine
new positions. In our opinion, improved management procedures, ap-
plication of work flow charting techniques, and the reassignment of
workload to the current staff will eliminate the present workload prob-
lem. A study of state office facilities planning is in progress by the
Legislative Analyst pursuant to SR 339, 1969 Regular Session. This
resolution requires our office to ‘. . . identify and evaluate the or-
ganizational structure, underlying policies, and administrative regula-

75




General Services : : Ttem 43

Department of General Services—Continued

tions governing office space plannmg, design, and construetion, ... ,”
and to report to the Leglslature in 1971,

Our study is still in the fact finding stage but based on past obser-
vations, we believe the Office of Architecture and Construction is capa-
ble of absorbing additional workload in 1970-71 through proper man-
agement and ecooperative interchange with the Facilities Planning
Division. Therefore, in our opinion the creation of additional positions
for Facilities Planning is premature at this time.

PROPERTY ACQUISITION

. Source of Proposed Proposed
Funding funds expenditures staff
Direct support Ttem 43 - $5,000 ’ 614
Reimbursements Item 43 999,157 —

Total i © 1,004,157 61.4

Recommendation

1. Planning by the administration should be directed toward con-
solidating all property acquisition and disposal services, except for the
Division of Highways, within the Department of Geneml Services by
1971-72.

2. The prehmmary steps for consolidation of surplus state lands
within the Department of General Services, Property Acquisition Divi-
sion, for all state agencies other than the Division of Highways should
begin now.

3. Recommendations relative to the University of thforma and the
California community colleges’ property acquisition programs con-
tained in the ACR 142 report should be implemented.

The Property Acquisition Division of the Department of General
Services was established because of a recognized need for the centrali-
zation. and coordination of real property acquisition and disposal
within California state government. This divisionn currently serves 15
state agencies, including the Department of Parks and Recreation
which has provided the major acquisition workload under the Recrea-
tion Bond Act of 1964.

Legislative Concern Over Property Acquisition

Assembly Concurrent Resolution No. 142, 1968 Regular Session, re-
- quested the Joint Legislative Budget Committee to study the laws,
policies, procedures and organizational structures covering land acqui-
- sition and disposal as pe¥formed by the different state agencies.
Pursuant to this reqiest, we prepared a report entitled “A Survey
of Land Acquisition and Disposal by State Agencies,”” dated February
3, 1969. In this report we concluded that the Department of Water
Resources and the Department of General Services were both faced
with a rapidly declining workload with respect to property acquisition.
Our findings indieated that although consolidations of services among
state agencies are often more efficient, there would be no benefit gained
from combining these two acquisition programs at that time, particu--
larly since thé¢ Department of Public Works was engaged in perforin-
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ing services for the Department of Water Resources, and the Depart-
ment of Water Resources was adjusting its staff downward as the
workload was completed. However, in approximately two years the
workload will have reached a point where property acquisition should
be centralized within one department. Therefore, we recommend an as-
sumption of all acquisition programs by the Department of General
Services within two years.

‘With respeet to the management and disposal of surplus state lands,
we concluded that a feasibility study should be conducted immediately
relating to consolidation of these functions within the Department of
General Services. We also recommended that the University of Cali-
fornia property acquisition program be made subject to the Property
Acquisition Law and that the acquisition program of the California
community colleges should be made subject to a review of the Property
Acquisition Division prior to the expenditure of state funds.

The Supplemental Report of the Committee on Conference for the
1969 Budget Bill required that agencies involved in property acquisi-
tion programs review the report prepared by our office pursuant to
ACR 142 and cooperate with the Department of General Services in
preparing a reply. The required report was received on November 1,
1969. Perhaps the result could have been anticipated. The Department
of General Services agreed with the concept of centralized property
acquisitions but the agencies involved did not. We reaffirm the recom-
mendation contained in our ACR 142 study and urge the administra-
tion to begin active planning to effectuate a consolidated property ac-
quisition program by 1971-72.

A total of 31 pos1t10ns are proposed for abolishment by the Property
Acquisition Division in 1970-71. Nine of these positions will be elimi-
nated in the 1969-70 fisecal year. A decline in activity combined with
centralization of services has enabled reduction of the Los Angeles
staff. In addition, 11 positions are cut from the old fairgrounds as ac-
tivities shift to Cal Expo.

OFFICE OF ARCHITECTURE AND CONSTRUCTION

Source of Proposed Proposed
Funding funds ewpenditures staff
Direct support Item 49 $1,689,605 462.5
Revolving fund Item 48 6,903,680 -
Reimbursements Item 48 ) 58,647 —
Total ‘ $8,651,032 4625

These programs are discussed under our analysis of Items 48 and 49
which make appropriations for the Architecture Revolving Fund and
the Architecture Public Building Fund respectively.

OFFICE OF LOCAL ASSISTANCE

i Source of Proposed Proposed
Funding funds © expenditures staff
Direet, support Ttem 43 $922,653 71
Reimbursements Item 43 7,155 —
Total : $929,808 71
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The majox aetivity under this program is the administration of the
State School Building Aid Law. Here, financial assistance is made avail-
able to school districts for the acquisition and development of school
sites and construction. .

Funds are also allocated to local agencles under the Eiergency Flood
Relief Law for the repair of local streets and roads damaged by floods.

BUILDINGS AND GROUNDS

Source of Proposed Proposed
Funding . funds expenditures staff
Direet support Ttem 43 . $919,074 1,151.6
Reimbursements Item 43 11,389,061 g
Total _ $12,308,135 1,151.6

Grounds Maintenance

This program is respons1ble for the mamtenance and preservatlon
of state grounds. The major part of this workload is Capitol Park in
Sacramento, where Grounds Mamtenance provides all landscape design
and general maintenance.

Building Maintenance

The program for building maintenatice consists of providing all serv-
ices necessary for the maintenance and operation of state buildings.
This program employs members of the vatridus crafts as well as general
maintenance men.

Custodial Program

‘In our 1967-68 analys1s of the Budget Bill we recommended the
adoption of the federal custodial staffing standards. The Department
of General Services accepted these standards, and as a result, greater
_efficiency and annual cost reduction have resulted. Consolidation of the
custodial operations of other agencies has been recommended where
savings and greater efficiency will result.

SECURITY AND PROTECTION

Source of Proposed Proposed
Funding funds expenditures staff
Direct support Item 43 $666,605 1T
Reimbursements _ Item 43 1,570,412 _—
Total $2,2387,017 1777

The California State Police Division pfovides protection services for
state buildings and property, their occupants, and visitors from hazards
and criminal activities. Seceurity, order, and protection are maintained
during civil disturbances, demonstrations, disasters, and other unpre-
dictable occurrences as well as during special public events, ceremonies,
and visits of high officials. :

In the 1970-71 budget year, 16 new positions are proposed to provide
inereased coverage and flexibility in regard to state facilities, occupants
and elected officials in transit. Additional funding also is proposed for
equipment that is necessary to keep pace with modern standards of
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security and protection. It is recommended that the proposed funding
‘for these new positions be approved as budgeted.

* RENTED BUILDINGS

Source of . Proposed Proposed
Funding funds - ezpenditures staff .
Revolving fund _ Ttem 47.. $219,094 _—

The Department of General Services leases various buildings within
the state which are sublet to state agencies. An example is the Herbst
Building, 1407 Market Street, San Francisco. The department aects as
the rent collector and sublets on a nonprofit basis.

COMMUNICATIONS

Source of Prop,osed Proposed
Funding . funds expenditures . staff
Direct support _— Item 43 $153,519 . 185.3
Revolving fund Item 47 - 5,811,992 -
Total ’ $5,965,511 185.3

1. We recommend a continuing effort to achieve consolidation of
commumnications facilities throughout the state where duplicate facilities
and programs exist providing the level of service is not reduced below
an acceptable standard and savings are anticipated. S

2. We recommend that the proposed request to replace 14 wvehicles
for the Communication Division be reduced in the amount of $19,665
because six of these vehicles will not reach the 100,000-mile guideline
for replacement. This represents a reduction in the Service Revolving

The Communicatioris Division. is responsible for planning and man-
aging the state telecommunication facilities, assisting agencies in the
development and implementation of their telecommunication require-
ments, providing installation and maintenance support, and insuring
system reliability under all eonditions. The microwave radio, VHF
radio, telephone, teletype, and data system activities consist of plan-
ning, system design, installation-modification and maintenance.

The telephone services and facilities consist of planning, switch-
board operations and state telephone directory management and prep-
aration.

The Communications Division has requested replacement of 14 vehi-
cles at an estimated cost of $45,885 and this amount is included in the
proposed budget. Justification for this replacement was based on the
projection that all vehicles would reach the 100,000-mile guideline for
replacement during the 1970-71 fiscal year. Our review of the docu-
mentation supporting the proposed replacement indicates that six of
the vehicles will not reach the 100,000-mile guideline during the 1970-
71 fiscal year.

CONSOLIDATED SERVICES—OFFICE BUILDINGS 8 AND 9

: Source Proposed Proposed
Funding: of funds expenditures . staff

Revolving Fund . Item 47 o $1,084,029 54
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We recommend that the position of supportive services mcmager for
0.B. 8 and 9 be deleted for a savings of $16,008. This function will be
performed as part of the duties of the Consolidated Services Coordina-
tor which is auwthorized for the Administration Division for the next
fiscal year. This represents a reduction in the Service Revolving Fund.

This program is designed to provide most support services on a
consolidated basis for the two new 18-story office buildings located in

.downtown Sacramento. These buildings were ready for partial occu-
pancy in February 1969, and the tenant departments are moving in on
a phased schedule with full occupancy expected by the end of the
1969-70 fiscal year.

Staffing for this program is established at 25 in consolidated busi-
ness services, 11 in supply services and 18 in reproduction services.
The fundlng for this consolidated program comes from each tenant
department’s budget.

One position that has been in contention is the supportive services
manager. This position was held in the organizational chart but was
not to be filled without legislative review and approval. This manager
has the responsibility of coordinating the services to tenant depart-
ments in such areas as the mail room, delivery of stock, supervision
of the dock area and message service. He also must be in a position to
answer complaints from dissatisfied tenants.

Currently, in all large state buildings the position of building man-
.ager exists, and this individual performs all of the above duties plus
supervision of building maihtenance personnel. There are supervising
personnel in each of the seivice areas as well. _

_Therefore in our judgement, there is no need for a supportive serv-
ices manager within the O.B. 8 and 9 unit. The position which has
been held vacant since 1968 should be abolished for a savings of

$16,008.
DATA PROCESSING SERVICE CENTER

Source Proposed Proposed
Funding : of funds eppenditures staff
Revolving Fund i Ttem 47 $752,705 48.3

We recommend that the Department of General Services place em-
phasis in the 1970-71 fiscal year on completing program conversion to
the new EDP equipment and on problems associated with late billings
to agencies.

A Data Processing Service Center was authorlzed within the De-
partment of General Servieceés in July 1968 by Administrative Order
No. 68-32. The Legislative Analyst recommended establishment of such
a center during the two previous years in the Analysis of the Budget
Bill, and the Committee on Conference report of June 1968 recom-
mended that a service center be established.

A decision to install a new computer system to replace the obsolete
plugboard computers which were used by the Department of General
Services was made and installation of an RCA Spectra 70/45 computer
oceurred in February 1969. Punched card applications run on the de-
partment’s existing eqiipment together with 110 computer programs
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which were processed by an outside computer service bureau were to
have been converted to the new computer in early 1969. However, a
continuing backlog problem has existed in regard to agency billings
and program conversion to the new equipment. This problem is dlrectly
related to an overly optimistic schedule for conversion and the organiza-
tional restructuring of the Data Processing Service Center.

OFFICE SERVICES

Source Proposed Proposed
© Funding of funds expenditures staff
Direct support Item 43 $93.450 95.6-
Revolving Fund Item 47 1,181,662 —
Reimbursements . __________ Item 43 19,000 _—
Total $1,294,112 - 95.6

We recommend that the Department of General Services survey oll
agency facilities to determine the dxtent of excess duplicating equip-
ment, the possibility of transferring such equipment to reproduction
services or the printing plant, and the potential for eliminating small
and inefficient reproduction facilities. This survey should be receiwed
by the Department of Finance and the Joint Legislative Budget Com-
mittee before funds are released to acquire additional or replacement
duplication equipment.

The Office Services Division of the Department of General Services
is composed of central office service, office machine repair, and re-
production services.

Central Office Services .

The program of Central Office Services contains three subprograms.
They are: (1) Interagency Mail and Messenger Serviee, (2) Office Ma-
chine Service, and (3) Reproduction Services. Reproduction Services
and Office Machine Repair are supported by the Service Revolving
Fund and are wholly reimbursed by the using agencies. The general
administration of Central Office Services and the Interagency Mail
and Messenger Programs are supported by a General Fund appro-
priation.

Office Machine Repair
This group serves many state agencies and repairs equlpment rang-

ing from desk-top calculators to typewrlters This program is being
totally supported by the using agencies.

Reproduction Services

This unit provides complete central duplicating services for many
state agencies. It also provides specialized and partial services to agen-
cies with a workload large enough to support departmental reprodue-
tion units. This program has absorbed the reproduction unit that was
formerly located in the Office of Architecture and Construction. This
enables Reproduection Services to serve the complete Department of
General Services of which the Office of Arehitecture and: Construction
is an integral part.
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The proposed $90,298 equipment funding for the Office Services
Reproduction unit is mainly for duplicating machines and accessory
equipment. There is a prohferatlon of duplicating equipment through-
out state agencies and in our judgment, much of this equipment could
be brought under the control of the Department of General Services
Reproduection Unit to provide cost reduction, improved serviece, and
simplified management control. To determine the feasibility of cen-
tralizing control and operation by the department, an analysis should
be made of each duplicating equipment installation to determine the
present equipment inventory and the nature of the workload including
quantity, quality and turn-around-time requirements. Such a study
was requested of the Department of General Services in a hearing
before the Assembly Government Organization Committee in February
1969 when the Legislative Analyst’s report pursuant to SCR 108, 1968
General Session, was discussed. Subsequently, pursuant to SR 352 and
HR 420, 1969 Regular Session, the Department of General Services
was again required to reply to questions regarding excessive dupli-
cating facilities and the prospects of centralized duplicating at the
State Printing Plant. _

The required report was transmitted to the Legislature in January
1970. In our judgment, it is not responsive to the Assembly Committee
hearing or the two resolutions. Thus, the basic question of the extent
of excessive duplicating facilities in state government and the possi-
bility of a centralized service facility at the printing plant remains

_unresolved. It is recommended therefore, that the funding request be
approved as budgeted with the provision that no funds be expended
for duplicating or accessory equipment without prior agreement from
the Department of Finance and the Joint Legislative Budget Com-
mittee after review of the requested information. The Office Services
program has experienced an increased workload which supports. the
request for five new positions.

STATE PRINTING

Source . Proposed Proposed
Funding of funds expenditures staff
Revolving Fund Item 46 $17,800,000 828.0

The prlmary program of the Office of State Prlntlng is to pr0v1de
printing services for the judicial, legislative, and executive branches of
government, Legislative printing includes all special reports, bills,
forms and journals required by both houses of the Legislature. The
agency printing program supplies all of the printing requirements for
the individual agencles The textbook printing program includes pro-
duction of the majority of elementary textbooks specified by the State
Board of Education.

Request for Office of State Printing Review by the Legislature

During the 1968 Regular Session, the Legislature passed two resolu-
tions directing studies of the Office of State Printing.- SCR 108 di-
rected the Joint Legislative Budget Committee to conduct an analysis
of the operations of the Office of State Printing. In response to this,
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our office submitted a report entitled An Analysis of the Office of
State Printing to the Legislature in January 1969. House Resolution .
No. 240 required the Legislative Analyst and the Auditor General to
make a study of printing done for the state and to investigate the
feasibility of having some or all of this printing done by contract with
private printers 1nstead of the State Printer. The required study was
completed and a joint report entitled Report on State Printing Costs
and Services was submitted in January 1969,

A summary of these reports can be found in our analysis of the
Budget Bill for 1969-70 on pages 51-52. The Supplementary Report
of the Committee on Conference relating to the 1969 Budget Bill con-
tained the following recommendations pertaining to the Office of State
Printing.

1. The State Printer should take immediate steps to install a modern
electronic photocompos1t10n device in the Office of State Printing,
thereby reducing the excessive composmon costs of legislative materlals
and eliminating unnecessary delays in the delivery of legislative publi-
cations. The composition of agenecy printing can also be improved by
the use of this device.

2. Offset printing presses should be installed to produce copy gen-
erated by the photocomposition device.

8. Immediate steps should be taken to improve the staffing standards,
written procedures, management reports and workload standards.

4. A pilot program should be instituted in which printing jobs com-
ing into the State Printing Plant are bid by both private industry and
the State Printer.

5. A realistic five-year plan should be developed that provides for a
balance of equipment within the plant, modernization of equipment and
the proper use of private printing facilities.

6. The LeglslatWe Analyst shall monitor the work of the Office of
State Printing to insure that the intent of the above five statements is
carried out.

Pursuant to the Conference Committee report, we have monitored
the work of the Office of State Printing. The following can be reported:
. 1. Though workload and staffing standards have been established for
most personnel and cost-center reporting is being utilized, reports to
supervising management are still not current due to a backlog of work
at the departmental data processing center.

2. The pilot study which was instituted to compare bidding prices of
private industry and the State Printing Plant to evaluate potential
benefit to the state was unresponsive to conference committee intent,
The study, conducted from Oectober through December 1969, was to
represent all types of work done at the printing plant on the various -
job sizes. It became apparent in the early stages of the study that the
State Printer did not feel that he could execute the study provisions
requested by the Conference Committee because of statutory provisions
regarding the use of state printing facilities. We recommend, therefore,
that legislation be enacted in the 1970-71 session to permit the State
Printer to enter into competitive bidding on all work performed under
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his jurisdiction, excepting legislative printing, with bids awarded on a
least-cost basis.

3. A survey of periodical binding was conducted for one of the state
colleges on work done by the State Printing Plant. Based on analysis
of all requisitions for an entire year, it was found that receiving reec-
ords were not accurately maintained and bills of lading were often un-
signed. There has been an effort to correct these discrepancies.

4. Contrary to a schedule on page 78 of the Governor’s Budget, it
should be noted that 100 percent of the textbooks ordered for the
1969-70 year were not delivered by August 15th. In the 1969-70 pro-
duction year basic books comprised of 13 separate titles were late in
being delivered to the schools. Our office conducted a study on this
subject, and late textbook delivery was found to be a complex problem
involving agencies at every step of the textbook selection, production,
and distribution system. Recommendations to correct these problems
are contained in our report A Study of the Processes of Textbook Se-
lection, Production, and Distribution. Specifically, we recommend that
the State Printing Plant (1) tighten contract administration proce-
dures, (2) use production charts, (3) obtain greater involvement of
department executives, and (4) produce management reports on pro-
duction that currently do not exist.

5. The State Printing Plant is in the process of installing electronie
photocomposition equipment. Supporting technical staff has been ac-
quired for the implementation process and installation of the device is
scheduled for June 1970. It is intended that the photocomposition
equipment will run parallel to the hot lead composition process during
fiscal 1970-71 and become a fully independent operational system by
July 1, 1971. . .

The Office of State Printing appears to be making a concerted effort
to improve its production and reporting processes. Due to an antici-
pated workload reduction, mainly in textbook production, 45.3 posi-
tions have been eliminated.

OFFICE OF PROCUREMENT

. Source Proposed Proposed
Funding of funds expenditures staff
Direct support —————_—_—_______ Ttem 43 $1,174,334 155.5
Revolving fund . ___________ Item 47 . 5,958,394 —
Reimbursements .. . Item 43 77,129 —_—
Total . $7,209,857 155.5

Direct Purchasing :

The Office of Procurement purchases all supplies and equipment in
excess of $25 for all state agencies except the University of California
which is completely exempt and the State Colleges which are exempt
for purchases of less than $500. Procurement has the responsibility for
developing specifications, requesting bids and awarding contracts.

Central Stores
Central Stores enables all state agencies to purchase common-use
items at a minimum cost which is made possible by volume purchasing.

84




Item 43 General Services

Department of General Services—Continued

Effective quality control of all items is another obJectlve of this unlt

In the 1968-69 analysis we suggested that more agencies should do
their small item purchasing through Central Stores in order to realize
further savings. Many state agencies have apparently accepted this
recommendation and are now purchasing more goods from Central
Stores.

Documents

The documents and publications unit is responsible for the public
sale of state publications. It acts both as a publisher of certain docu-
ments and as a consignee for public sale of certain documents printed
by public agencies.

Traffic Management ‘

Traffic Management provides traffic services and reviews state ship-
ping and freight receipt practices.

‘We note that the Governor’s Budget refers to a plan for closing the
Los Angeles Purchasing Office durmg the 1970-71 fiscal year. Seventeen
positions will be transferred to Sacramento and four positions elimi-
nated for an approximate net dollar reduction of $56,000. No further
information has been received and therefore, we make no recommen-
dation at this time. Before the budget hearings, we will investigate
_the feasibility of this plan and any possible additional costs or prob-
lems associated with the proposed closing of the Lios Angeles office.

TRANSPORTATION

Source Proposed- Proposed
Funding of funds expenditures staff
Direet support - ____.__ Ttem 43 $106,004 ' 151.5
Revolving fund: ______________ Ttem 47 5,312,244 —
Reimbursements ___ . ___ Ttem 43 22,700 _
Total . $5,440,948 . 1515

The Transportation Division of the Department of General Services
provides a program of centrally operated vehicle transportation wifich
includes management services, maintenance, garage facilities, support
to other agencies, and parkan" facilities for privately owned cars of
state employees.

Fleet Management Program

The fleet management program is responsible for the administration
of the state automotive pool. In addition, guidance, coordination, and
service are provided all state agencies operating a total of nearly 30,000
vehicles of all types. Provision for adequate employee parking is also
a responsibility of the program.
Garage Operations Program

(Garage operations is the program responsible for the operation df
the state garages. These garages give daily service to state-owned ve-
hicles.
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Preventive Maintenance Program

Preventive maintenance performs needed maintenance work on state
pool and agency vehicles. The major objective of this program is to
schedule maintenance so that there is a minimum amount of major
repair work or need for replacing the vehicle.
Statewide Inspection Program

Vehicle inspectors perform routine inspections of state-owned auto-
mobiles. They review and approve repair needs. They also perform an
annual inspection of each car which has traveled 70,000 miles to de-
termine whether the vehicle should be disposed of at that mileage. The
current policy objective is to attain as close to 100,000 miles per ve-
hicle as possible within a six-year period provided maintenance and
repairs do not become excessive. The vehicles are rotated among users
of high and low mileage to obtain maximum mileage during the six-
year use-life. All vehicles are monitored for extent of use, cost of main-
tenance, and excessive maintenance.

Fleet Management Study Recommended

In our judgment, savings to the state are possible if the'ownership
and control for all state vehicles were centralized within the Depart-
ment of General Services. Under such a program, the following ad-
vantages would accrue:

1. ‘Vehicles of like specification would be monitored and rotated’

among compatible users to attain maximum mileage during the use-life
(an example recently was discovered of a 16-year-old state vehicle with
less than 50,000 miles). »

2. Maintenance would be under tighter control to insure proper
preventive maintenance, reduce percentage of vehicle unavailability,

and eliminate the current practice where some agencies repair vehicles

still under warranty.

3. Misuse of state vehicles could be minimized by the application of
a uniform Department of General Services policy on the use of vehicles
combined with standard audit procedures.
4. Uniform management and centralized control would reduce al-
located overhead cost.

To achieve these advantages, we suggest that the feasibility of con-
solidating all state-owned vehicles within the Department of General
Services be investigated. A common base of data should be used on a
statewide basis to objectively document the findings. The Management
Assistance Division should conduct this study and we recommend the
addition of one senior management analyst to its staff for a total esti-
mated cost of $21,776. This represents an augmentation to the Service

Revolving Fund. _
ADMINISTRATIVE PROCEDURE

) : Proposed
Funding Source of funds Proposed expenditures staff
Reimbursements —________ Item 43 $1,125,856 61.8

The Administrative Procedure program consists of three activities—
hearings, research and codification. The major function of the Office
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of Administrative Procedure is the conduct of hearings, which are
adjudicatory proceedings under the Administrative Procedure Act and
other laws.

The research activity represents a continuing study of administra-
tive law and procedure and the publication of the Administrative Law
Bulletin. The codification activity performs quasi-legislative services
with respect to rulemaking by state agencies and supervises the ﬁhng
or repeal of administrative regulations.

- LEGAL OFFICE

. Proposed
Funding Source of funds Proposed expenditures staff
Direct support —__o——.___ Ttem 43. $300, 383 194
Reimbursements _______.__ Item 43’ 62,0007 _—
. Total : X $362,383 19.4

The Legal Office provides support in connection with a wide variety
of contracts, leases, and real property transactions entered into by
other state agencies which are subject to the approval of the Depart-
ment of General Services. The department itself also makes contraets,
purchases, leases and other real property transactions.

MANAGEMENT ASSISTANCE }
Proposed -

Funding Source of funds Proposed expenditures staff
Direct support ——.——____ Item 43 $701,126 o 43.2
Reimbursements ..________ Item 43 70,000 __

Total $771,126 43.2

The Management Assistance Office is the unit assigned to planning,
analysis, and the development and implementation of systems. This
responsibility replaces the management support group formerly iden-
tified as the Systems Analysis Office. With the transfer of the responsi-
-bility for all control and coordination activities pertaining to Electronic
Data Processing to the Office of Management Services, the need for
the Systems Analysis Office as originally defined ceased to exist. The
respons1b111t1es of this new office include technical support for agencies
receiving service from the department as well as support to the operat-
idg units of the Department of General Services.

The Management Assistance Office is currently undertaking two
major projects of special interest. One is the testing of optical character
recognition equipment (OCR) to determine the feasibility of applying
this technique to state data conversion problems. The experimental
test center to conduct this test will be operated by the Department of
General Services Data Processing Service Center under the coordina-
tion of the Office of Management Services. The details of this experi-
ment are discussed in our analysis under Item 36, Office of Management
- Services. The other is the installation and implementation of photo-
composition equipment at the State Printing Plant. The technical staff
and electronic computer support for the installation of photocomposi-
tion are provided by the Management Assistance Division. However,
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the responsibility for the overall program rests with the Office of State

Prlntmg and we discuss this project under the printing plant analysis.
The proposed increase of four positions is justified on a workload

ba51s and it is recommended that they be approved.

STATE RECORDS SERVICE

Source Proposed: Proposed
Funding of funds expenditures staff
Direct support Ttem 43 $271,196 195

The State Records Service develops and coordinates the statewide
records management program. It also consults and advises all state
agencies on the establishment of their own records management pro-
grams. The unit is currently active in limiting the number of filing
cabinets that can be. purchased by a state ageney. It performs this
service by evaluating and auditing agency records and dispos11:ion pro-
grams and certifying to the Office of Procurement those agencies which
meet existing standards.

Records Center Services
This is a separate program which provides low-cost storage for the

state’s records. This operation is generally concerned with the manage-
ment of semiactive records.

INSURANCE OFFICE

Source Proposed Proposed
Funding of funds expenditures staff
Direct support . Ttem 43 $66,349 6.0
Reimbursements Item 43 1,384,000 —
Total : $1,450,349 6.0

The Insurance Office attempts to protect the state’s large investment
of manpower, equipment and facilities by transferring the risk to in-
surance companies through the purchase of insurance. Independent
risk management studies of insurance requirements are performed-for
state agencies and their personnel with a goal of promoting uniform
insurance procurement procedures. and reducing state expenditures:

In response to legislative recommendations emanating from the Com-
mittee on Conference, previously cited in our 1969-70 analysis, the
Office of Insurance has taken the following actions.

The statistical record-keeping function has been improved Wlth Tre-
spect to automobile losses. Current reports provide the capability for
the continuing evaluation that is being conducted as to the feasibility
of the state assuming self-insurance risk on a cost/benefit basis. In
the opinion of the Insurance Officer, it is currently in the begt interest
of the state to continue loss protection with the present carrier. How-
ever, preparation is in progress by the Insurance Office to present
loss-risk cost/benefit alternatives prior to the time the present contract
expires on July 1, 1971

The state’s coverage for automobile liability has been inereased to
the $1 million combined single limits as recommended.
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DEPARTMENT OF GENERAL SERVICES
Item 44 from the State School

Building Aid Fund Budget page 87
Requested 1970-71 : $906,883
Estimated 1969-70 961,369
Actual 1968-69 922,320

Requested decrease $54,486 (5.7 percent)
Total recommended reduction - i ' None

g

ANALYSIS AND RECOMMENDATIONS |

This item provides support for the Office of Local Assistance charge-
able to the School Building Aid program. Analysis of: the program is
included in our.analysis of Item 43.

DEPARTMENT OF GENERAL SERVICES
" Item 45 General Fund transfers to Service Revolving Fund

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item provides the maehmery Whereby funds appropriated from
the General Fund to the various state agencies for the replacement or
purchase of additional automobiles may be used to augment the Serv-
ice Revolving Fund which finances the Department of General Services
carpool.

Department of General Serviges
OFFICE OF STATE PRINTING

Item 46 from the Service Revolving Fund Budget page 86
Requested 1970-71 $17,800,000
Estimated 1969-70 : 18,457,000
Actual 1968-69 17,716,285
" Requested decrease $657,000 (3.6 percent)

Total recommended reduption _— None

ANALYSIS AND RECOMMENDATIONS
This item is discussed in our analysis of Ttem 43,
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DEPARTMENY OF GENERAL SERVICES

Item 47 from the Service Revolving Fund Budget page 86

Requested 1970-71 : : $20,320,120

Estimated 1969-70 : 22,915,937

Actual 1968-69 21,418,680
Requested decrease $2,595,817 (11.3 percent)

Total recommended reduction -$13,897

SUMMARY OF RECOMMENDATIONS Analysis

. Amount  page
Recommended Reductions

1. Purchase of vehicles (Communications Division) __________ $19,665 79

2. Supportive Services Manager (0.B. 8 & 9) . __ .. 16,008 80
Recommended Augmentation .

1. One senior management analyst 21,776 86

{Management Analysis Division)

ANALYSIS AND RECOMMENDATIONS
This item is discussed in our analysis of Item 43.

Department of General Services
OFFICE OF ARCHITECTURE AND CONSTRUCTION

Item 48 from the Architecture Revolving Fund Budget page 69

Requested 1970-71 ___. ' — $6,903,680

Estimated 196970 __.___ - - 8,299,091

Actual 1968-69 __ 8,128,809
Requested decrease $1,395,411 (20.2 perceiit)

Total recommended reduction S :——___Special Review

GENERAL PROGRAM STATEMENT

The Office of Architecture and Constructioii functions primarily as
an architectural and enginedring service organization essentially simi-
lar to private architectural organizations. However, it is comparable
only to the larger private organizations in that it provides a full
spectrum of architectural and engineering services whereas the smaller
private architectural organizations often provide only architectural
services and must go outside their own organizations to obtain the
various engineering services siuch as mechanical, electrical and eivil.

One major difference betweer the state organization and private
organizations is that it also operates an on-the-job.inspection service
during the construection period. This service is performed as a matter
of course for all state projects which by law fall within the purview
of the Office of Architecture and Construction. In addition, it renders
both an architectural and inspection service to the state college system
on a contract basis because the latter system is not required by law
to use the services of the Office of Architecture and Construction but
* may do so at its discretion. The University of California, is not re-
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Office of Architecture and Construction—Continued

quired by law to use the services of the organization and as a matter
of long-standing practice it never has used these services but relies
entirely on private architects and engineers for its major projects.

The service feés charged by the Office of Architecture and Construe-
tion differ significantly from those charged by private architects in
that the state organization is reimbursed for all of its out-of-pocket
and overhead expenses in connection with any one job. On the other
-hand, the private architect usually negotiates a percentage of the
estimated ‘cost of construction and in the event that the private archi-
teet’s out-of-pocket expense exceeds his fee, he must absorb the differ-
ence himself except where he has performed extra or special services for
which additional fees are allowable in his contract with the client.

For the current fiscal year, the average fees of the Office of Archi-
tecture and Construction are projected to be 6.42 percent of the cost
of construction which ecompares very favorably with the average of
current negotiated fees of private architects taking into acecount the
broad mix of project types with which the state organization is con-
cerned. These run from simple warehouse buildings to difficult alter-
ation projects and complex academic science buildings.

Comparisons cannot be made between the service fees charged by
the Office of Architecture and Construction for on-the-job inspection
work with that of private architects who normally do not provide this
service as part of their regular contracts. Usually, in relationships be-
tween private architects and private clients where a client desires con-
stant on-the-job inspection, he employs one or more inspectors, directly
paid by him, although the individuals may be recommended by the
architect. In any case, for the current fiscal year the Office of Archi-
tecture and Construction estimates that the average cost of this service
is 1.9 percent of the project construction cost which is somewhat higher
when compared with 1.8 percent in the 1968-69 fiscal year. The goal for
the budget year is down very slightly to 1.89 percent. Principally, these
ehanges are the result of a drop in volume of work and the increase
in salaries and wages.

The Office of Architecture and Construction also performs a service
which is rarely if ever rendered by -a private architect to a private
client, This is concerned with so-called ‘‘day labor’’ progects in which
the state organization acts as architect and engineer, inspector ‘and
construction contractor. This is almost exclusively in connection with
complex alteration or modernization projects. One of the most unusual
areas where this service oceurs is in the restoration of historic monu-
ments such as the Los Angeles plaza area where an entire square block
is being restored including the old Pico Hotel.

~The office also performs a somewhat unusual service under a separ-
ately funded special program in which it does not perform any archi-
tectural or engineering design work but instead reviews the elementary
and secondary school construction plans of private architects to ascer-
tain whether they meet the minimum standards for seismic, wind and
fire safety generally, as set forth in the ‘“Field Act.”” This will be dis-
cussed in Item 49 immediately following.
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The Architectural Revolvmg Fund from which the act1v1t1es of the
office are financed receives no revenues in the ordinary sense. Instead,
funds appropriated by the Legislature for specific projects are de—
posited in the revolving fund and assessments are made against each
project for the services of the office. Consequently, the actual volume
of work for the office, and hence the potential amount of service funds
which it may expend, is completely dependent tpon the level of capital
outlay appropriations provided by the Legislature. As a practical mat-
ter, the revolving fund is continuously appropriated to the office, but
for some years it has been the practice to include a specific appropria-
tion from the revolving fund in the Budget Bill in order that the
Legislature may have an opportunity to review the activities of the
office and the cost of its services.

ANALYSIS AND RECOMMEN DATIONS

We recommend special review.

The budget as presented in the so-called ““program’’ format appears
to be inaccurate as well as being difficult to relate to the specific amount
proposed to be appropriated in the Budget Bill. For example, if one
takes the production or operation cost figures for the budget year as
shown on page 69 line 71 at $4,520,048, on line 7 at $971,794, on line
11 at $486,442, and on line 15 at $2,651 442, the total comes to $8,629,-
726 which is presumed to be the total operating cost of the office with
the exception of its schoolhouse plans checking section. Obviously, this
is considerably in excess of the amount of the appropriation proposed
in the Budget Bill. Similar attempts with the figures shown for the
actual year of 1968-69 and estimated year 1969-70 prove equally
confusing.

On lines 48 and 49 of page 70 in the column for 1970-71, there is
shown a total expenditure figure of $8,651,932 which happens to be
the total of Budget Bill Ttems 48 and 49 plus the reimbursement of
$58,647 shown as part of Item 48 in that schedule. With regard to
man-years in the various elements of the program the number shown
on page 70 line 49 (462.5) falls far short of a total arrived at by
adding the man-years of the various elements as shown in the budget
text. Similarly attempts to make mathematical sense out of the figures
shown for the current budget year and the actual year of 1968-69,
results in failure, since the figures do not add to the totals shown.
Particularly, in the year of 1968-69 these element man-years should
total a final figure as shown on line 49 because they usually represent
actual man-years expended rather than the number authorized, taking
into account unfilled positions, salary savings, ete.

As a consequence, it is impossible to make meaningful comparisons
among the three years shown, other than to point out that the costs’
and the man-years for each of the program elements are showing
a downward trend which is commensurate with the steady reduction in
the state’s construection program resulting primarily from reductmns
- in fund availabilities for capital outlay.

We believe that the entire presentation and proposal needs to be
carefully reviewed to determine accuracy and interpretation.

92




Item 49 ) . General Services

Department of General Services
OFFICE OF ARCHITECTURE AND CONSTRUCTION

Item 49 from the Architecture Public

Building Fund Budget page 69
Requested 197071 ___ $1,689,605
Estimated 1969-70 1,584,604
Actual 1968-69 __ 1,485,682

Requested increase $105,001 (6.6 percent) _
Total recommended reduction.____ R —_Special review

GENERAL PROGRAM STATEMENT

In Ttem 48 we alluded to the special function of the Office of Ar-
chitecture and Construction in which it checks plans and specifications
for major remodeling, additions to or new public school buildings.
. These plans and specifications are, with relatively few exceptions, pre-

pared by private architects all over the state for the many school dis-
tricts of the state. The Office of Architecture and Construction per-
forms no design work of any kind in connection with these projects.
Tt merely reviews them to determine their adequacy with respect to
seismie, wind and fire safety.

The requirement for this service is provided by statute which directs
that all public school entities in the state submit plans and specifica-
tions for review and approval. Where review develops inadequacies in
plans or specifications, these are returned to the source with exceptions
noted and a request that necessary changes be made and then rere-
ferred to the office. The statute also sets the fee which is required to
accompany each set of plans checked. This is based on a sliding scale

- of percentages against the estimated cost of the project and is paid by

the school district. The fees, which were amended last in 1961, are
adequate to meet all of the costs of the service and provide a very
small balance.

ANALYSIS AND RECOMMENDATIONS

We recommend special review.

The construetion value of proposed schoothouse work in the state is
the annual basic yardstick for the total workload measurement for the
schoolhouse plan review section of the Office' of Architecture and Con-
struction. For several years, this value has been running at about $330
million to $335 million annually. However, the dollar amount is mis-
leading because of inflationary factors. Consequently, the actual physi-
cal workload has been reduced slightly while the dollars remain fairly
constant due to inflation.

The budget for the fiscal year 1968-69 was based on a staffing level
of 88.5 authorized positions. In the current fiscal year, the authorization
remained at the same level and for the budget year it is again proposed
at the same level.

The increased amount proposed in the Budget Bill as compared
with the anticipated expenditures for the current year, reflects the
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increased cost of goods -and services plus the upward salary adjust-
ments that were made by the Legislature in 1969. However, at this
point we must again refer to the detail of the program budget as pre-
sented, since it will be noted omr page 69, line 30, that the operation
cost estimated for 1970-71 is $1,722,771 which is significantly more
than the amount proposed in the Budget Bill item. It is also interesting
to note on the same page and line in the column for the estimated
current fiscal year the expenditure of $1,627,701 is exactly the amount
of the Budget Aect item of 1969.

There is a totally separate consideration that should be taken into
account at this time with respect to the plans checking activities of
this office. The construction value of the plans submitted to this section
are shown as remaining fairly constant at $320 million a year, but if
one takes into account the sharp inflation in construetion cost that
has occurred over the past three years; then one would have to assume
that the $320 million buys fewer square feet of building and hence the
amount of plans checking activity should be reduced accordingly be-
cause the activity is geared not to dollars but to plans volume. Further-
more, in considering the total volume of plans that is projected for the
budget year, there seems to have been no cognizance taken of the fact
that inevitably the volume must drop significantly both because the
state does not have the bond funds with which to assist the local school
districts and that local district bond elections have been failing at an
increasing rate, not only in California but across the nation. Therefore,
we believe it is unrealistic to assume that the volume for the budget
year will remain at the same level as ant1c1pated for the current year
and for prior years. In fact, we have serious doubts that the projection
for the current fiscal year is at all realistic. Consequently, we recom-
mend that the entire proposal be given special review by the Leglsla-
ture to establish realistic bases for this activity.

CAI.IFORNIA EXPOSITION AND FAIR'
Items 50, 51 and 52 from the General Fund and

transfer from the State Fair Fund Budget page 94
Requested 1970-71 for appropriation $1,681,750
Requested 1970-71 for transfer 265,000
Estimated 1969-70 1,307,231

Requested increase $374,519 (28.6 percent)
Inerease to improve level of service $374,519

Total recommended reduction — $357,000
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS Analysis
page
1. Revise the format of the appropriation _— 97
2. Reduce support subsidy by $357,000__ 98
3. Authorize portion of the above reduction for a study of a

-joinit Cal Expo and Community Center : 100
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California Exposition and Fair—Continued
GENERAL PROGRAM STATEMENT

An Executive Committee of 14 members who are appointed by the
Governor operates the California Exposition and Fair on a site located
adjacent to Interstate 80 in the northeastern part of the City of Sacra-
ment. The Exposition and Fair is the successor to the State Fair, The
Exposition and Fair was intended to consist of an exposition of the
resources, commerce and the unique values of California along with
educational and entertainment features. It was to operate approxi-
mately 9 or 10 months each year. Every fall the exposition was to be
augmented by special displays and agricultural attractions which would
be the successor to the old State Fair.

At present the state has approximately $30,000,000 invested in the
new site and facilities at Cal Expo. This was funded primarily. by a
$13,000,000. revenue bond issue on which the General Fund is paying
$1,130,000 annually for principal and interest because operating reve-
nues are inadequate. The second major funding source was a $7,010,000
loan from the Public Employees Retirement System for which approxi-
mately $650,000 in interest is now being ‘added to the principal each
year. The third source of funding was approximately $8 million appro-
priated from the General Fund.

With the above funds and other smaller amounts, the site was pre-
pared, roads and utilities were installed, the racing facilities were con-
structed, the fair activities complex was constructed and the exposition
center was partly completed. Other facilities were not even started.
There is no current information available on the cost of completing Cal
Expo. There is no agreed plan for its completion and there is no work
being dohe to determine how or to what extent it should be completed.
It is clear, however, that. many millions of dollars will be required to
complete the existing structures and to construct most of the originally
proposed structures and facilities on a scale and in a manner consistent
with the high quality of the structures now on the site.

Last session the executive committee and the administration an-
nounced a policy. of selling off the property and facilities at Cal Expo
and at the old fair site to private enterprise. In addition, private enter-
prise was to complete some unspecified structures and facilities at Cal
Expo and to permit the state to use the premises for a short period each
year to conduct a state fair. In the interval sinee this policy was an-
- nounced the executive committee has appointed a special committee to
dispose of the property. In November the special committee announced
that it could not dispose of the entire property and received approval
from the executive committee to pursue efforts to sell portions of the
property. The expeeted result of this approach has not been made pub-
lic. To date one major sale has been identified that involves selling
approximately 60 acres of the old fair site at a reported price of $600,-
000 to the federal government for a demonstration housing project.
Several smaller sales to local government are also pending. Thus, the
accomplishments to date represent a relatively insignificant sale of land
to other governmental agencies and the determination that the proposed
disposal of the emtire property to private enterprlse cannot be done
under present condltlons
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Results of 1969 Fair

The Agricultural Code requires that Cal Expo be operated by a non-
profit corporation under the general supervision of the executive com-
mittee. After the corporation’s disastrous first operating season in 1968,
the executive committee discharged the corporation and is now operat-
ing Cal Expo as a regular operation of state government. The budget
submitted last year for the 1969 fair was a relatively austere one which
provided for an interim ‘‘holding action’ pending resolution of the
many problems involved in determining the future of Cal Expo or dis-
posing of it. Although the Cal Expo site is not designed for the type of
fair held on the old site, the executive committee with limited funds
succeeded in reestablishing some elements of the old state fair at the
new site last fall. The result was a more favorable public reaction. In-
stead of the $1,392,559 in revenues originally estimated, the revenue
will be approximately $1,849,577. Most of the increase was from admis- .
sions which were $270,000 higher than estimated.

The consequence of the above inerease of $457,000 in revenues over
estimates and a small earryover of funds from the prior year was that
the General Fund support appropriation to cover operating losses at
Cal Expo was larger than needed. Only $126,000 of the $642,000 Gen-
eral Fund money appropriated for support will be expended. If this
expenditure pattern were being followed for the next fiscal year the
problems for Cal Expo would be substantially mitigated. However, this
18 not the case as will be discussed further under Analysis and Recom-
mendations. o )

The reasoiis for the improved fair attendance and révenues last fall
are difficult to determine but there is general agreement that the fol-
lowing were important factors: lower admission fees, management em-
phasis on better public relations, promoting a fair spirit, securing a
NASA moon landing exhibit at a time when the first moon landing was
.receiving great public attention, some increased emphasis on agricul-
ture, scheduling more fruit and vegetable exhibits and a better carnival
because of the three weeks fair period, and, finally, generally better
management of the resources and space available at Cal Expo.

The executive committee assumes that the favorable experience of the
1969 fair represents the beginning of a long upswing which will even-
tually permit Cal Expo to become self-supporting. Granted that the
1969 fall fair recovered from the disastrous 1968 season, the one year’s
experience to date under the present policies of the executive committee
are not a reliable guide to determine whether the 1970 fair will draw
more, less or the same attendance in the 1970 fair and future fairs. Cal
Expo may only have reached the prior plateau of attendance and rev-
enues of the old state fair.

ANALYSIS AND RECOMMENDATIONS
Form of the Budget ltem

Last year the Legislature found that the submission of the budget
for Cal Expo through four budget items was unnecessarily complex and
did not facilitate understanding of the true expenditures being author-
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ized. Accordingly, the four items were consolidated into two items. This
caused a number of technical problems and deficiencies. The Budget
Bill for 1970 attempts to use the format developed last session but in
order to solve a technical problem it adds another approprlatlon item,
This brmgs the number of items to three.

The major reason for the technical difficulties and the complexity of
the appropriations is the effort to use the old State Fair Fund for
purposes of Cal Expo’s transactions even though the fund was not set
up for that purpose. Since Cal Expo is now operating entirely as a
General Fund agency, we believe that its appropriation can be simpli-
fied and greater legislative control exercised if it is treated as a Gen-
eral Fund appropriation and the State Fair Fund not used. Under this
approach operating revenues and transfers would be treated as aug-
mentations to the support appropriation and all appropriations and
authorized expenditures would show.in one item.

We recommend that the Legislature strike items 50, 51, and 52 and
insert the following two new items. Item 52.1 is a technical tmnsfer
All the szgmﬁc(mt appropriations and controls are contained in Item
50.1.
50.1—For support of the California Exposition and Fair .

Executive Committee, Department of General Services
together with the amounts shown in (e), (d) and (e)
below in accordance with the following schedule ____ $1,681,750
Schedule: S
(a) Support from the General Fund..___ $551,750
(b) Payment only of interest and prinei-
pal on revenue bonds to meet the pro-
visions of Government Code Section
15849 from- the General Fund _._. 1,130,000
(¢) Transfer by Item 52.1 in augmenta-
tion of Item 50.1 from the Fair and
Exposition Fund in aceordance with
Section 19622, Business and Profes-

sions Code _ 265,000
(d) Reimbursement consisting of operat-

ing revenues _.___________________ 1,906,000
(e) Mlseellaneous reimbursements __.____ 40,615

Total of authorlzed expenditures_._$3,893,365
" Less transfers and reimbursements above __ 2,211,615

Amount of item $1,681,750
Provided that any excess in operating revenues over
that shown in (d) above shall reduce the General F'und
support appropriation in (a) by an amount equal
to the excess.

And in addition, there is appropriated from the
General Fund, not to exceed $350,000, to be made
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available during August and September of 1970 upon
order of the Department of Finance upon such terms
and conditions for repayment as may be prescribed by
the Department of Finance, for temporary loans to
provide a change fund for the Cahforma Exposition
and Fair."

52.1—For transfer in augmentation of Item 50.1 for support
of California Exposition and Fair Executive Commit-
tee, payable from the State Fair Fund, in accordance
Wlth Section 19622, Business and Professmns Code in
the amount of $265,000.

Cal Expo Expenditures

Shown below are the total expendltures for Cal Expo including all
costs and financial assistance whether or not included in the Governor’s
Budget:

Operating subsidy from the General Fund $551,750
Payment of principal and interest on revenue bonds from the General

Fund because of lack of operating revenues 1,130,000
Interest on Publie Employees Retirement System loan added to loan .

principal 659,000
Interest on General Flund loan to nonprofit corporation added to principal

of loan . 27,000
Maximum loss on operation and maintenance activities at old falr grounds

being accumulated against revenues from sale of the property ___.___ 60,000
Transfer from Fair and Exposition Fund to support Cal Expo (equivalent

of General Fund money) 265,000

Minor capital outlay appropnatlon for totalizator from the General Fund 12,500

Revenues earned from fair operations and treated as reimbursements __ 1,906,000
Miscellaneous reimbursements partly derived from other state ageneies __ 40,615
Loan from the General Fund for a change fund 350,000

Total of all expenditures and assistance $5,001,865

It is recommended that the support appropriation be reduced by
$357,000 to retain the same level of support subsidy as needed for
the 1969 fasr.

The budget for Cal Expo next year containg a substantial increase
over the-expenditure level of the current year. Although revenues for
next year are estimated to increase only $57,000 over the current year,
the expenditures increase $357,000 over the current year. The result is
that much of the inereased revenues earned in the 1969 fair are being
offset next year by increased operating costs which do not bring an
equivalent return in revenues.

The first stated objective of Cal Expo in the Governor’s Budget is
to ‘‘demonstrate that the California Exposition and Fair is attractive
to private enterprise whose investments will eventually reduce or eli-
minate the necessity for state subsidy.’”’” This objective will not be
achieved if increases in revenues are offset by increases in operating
costs as proposed in this budget.

Simply stated, the paradox of Cal Expo is that in order to dispose
of the property to private enterprise it is necessary to demonstrate a
feasible financial operation consisting of an excess of revenues over
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costs and an ability to draw large crowds. The budgetary response to
this need is to increase expenditures in order to add more attractions
and thereby draw more crowds. However it costs more to get the people
to attend than they contribute in revenues. The end result merely
demonstrates that the operation is uneconomic. Economie feasibility is
best demonstrated by holding expenditures as low as possible while
increasing revenues, or at least securing a rate of revenue return
greater than the rate of expenditure increase.

Even assuming that increased expenditures will inerease attendance,
- it still needs to be demonstrated that over a period of years. the funds
used to subsidize increased attendance would not produce a greater
long-term return to the state if invested in new structures or facilities
at Cal Expo. Thus, rather than merely buying improved annual at-
tendance, the state might be able to improve its asset value and future
revenue producing potential at Cal Expo if it uses the same money to
complete the structures and add more needed facilities. The difficulty
with this approach is that the present policy of disposing of the
property to private enterprise provides no basis to plan for or deter--
mine how the state might improve its position at Cal Expo.

The executive committee’s policy of disposing of Cal Expo to private
enterprise in some unspecified manner leaves no logical basis for estab-
“lishing either a short-term or long-term program for Cal Expo. There-
fore, the most logical course for the state in a period of General Fund
shortages is to reduce operating losses to a minimum. To do this the -
state. should hold the 1970 fair expenditure level to the 1969 fair level
while attempting to improve revenue performance as much as-possible.

The management at Cal Expo believes that it is unrealistic to attempt
to operate a 1970 fair at the same expenditure level as the 1969 fair
because many persons would not voluntarily participate as they did in
1969. Instead management believes participants must be compensated
for exhibits by means of premium payments or some form of recogni-
tion, This raises the question whether many counties, exhibitors and
participants both in the Sacramento area and elsewhere are really in-
terested in a fair at Cal Expo or whether they participate because
their participation is purchased through premiums. receptions, awards,
subsidized attendance, etc. The budget for 1970-71 retarns to the praec-
tice of former years at the old fair of paying for much of the participa-
tion at the fair. A '

It is time that the state determine the true value of the fair by pro-
viding a budget for the 1970 season which will not encourage subsi-
dized participation but will more nearly determine the true interest and
value of the fair to its participants. A major part of the increased
expenditures for next fiseal year is for premiums, judging and recep-
tions which tend to purchase participation. Much of the remaining
increase is for new features which will inerease overall costs substan-
tially more than revenues. This is the equivalent of purchasing attend-
ance. We therefore recommend that operating expenditures be held af
the same level as the 1969 fair.
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Cal Expo and the Sacramento Community Center.

It s recommended that the Legislature authorize an appropriate por-
tion of the $357,000 reduction- for a cooperative study with the City
of Sacramento for a joint Cal Expo Community Center.

In past analyses and statements before interim hearings we have
informed the Legislature of the complicated interrelationships between
the future of Cal Expo, whether state operated or privately operated,
and the proposed community center in downtown Sacramento. In a
preliminary evaluation made for the Assembly Interim Committee on
Governmental Organization, we indicated that certain limited advan-
tages would accrue to the state’s operation of Cal Expo if the commu-
nity center were located at Cal Expo. Among these advantages are
increased use of. existing parking space, probable increased rental of
existing space for conventions and meetings, possible participation by
‘the City of Sacramento in finaneing completion of the exposition center
structures, sharing of operating costs, etc. Advantages to the City of
Sacramento could include use of certain Cal Expo facilities now in
existence rather than constructing new facilities which would partially
duplicate Cal Expo faecilities, unlimited parking space and improved
vehicular access at no cost to the city, leasing of land at Cal Expo at
nominal costs for any city constructed structures rather than purchase
of land by the city and removing it from the tax rolls, and finally a
demonstration by the Sacramento area which is the primary beneficiary
of Cal Expo that it is concerned about continuing a fair or exposition
facility at Cal Expo. '

‘Last year we recommended that the Legislature, among other things,
make available a portion of the funds proposed to be appropriated for
the operating subsidy at Cal Expo for a joint study with the City of
Sacramento on the possibilities of consolidating the community center
with Cal Expo. Although the Legislature did not accept that recommen-
dation, it still appears to be valid because the basic problems of Cal
Expo and the community center have not been resolved in the inter-
vening time. While it is for the City of Sacramento to resolve its own
policy problems, in this instance the economic interests of the state
appear to parallel the area interests. Since both the local and state prob-
lems remain unresolved it appears appropriate for the Legislature to
initiate cooperation at the state level.

COMMISSION ON CALIFORNIA STATE GOVERNMENT
ORGANIZATION AND ECONOMY

" Item 53 from the General Fund - Budget page 98
Requested 1970-71 ___ $51,350
Bstimated 1969-70 _._ $57,110
Actual 1968-69 __ ) - $49,428

Requested decrease $5,760 (10.1 percent) .
Total recommended reduction None
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. Commission on California State Government
Organization and Economy-—Continued
GENERAL PROGRAM STATEMENT

This commission was created by the 1961 Legislature to promote
economy and efficiency in state government. The commission implements
its objectives through study and review of state organization and ad-
ministrative procedures, followed by recommendations submitted to the
Legislature and the Governor.

The permanent staff-of the commission is comprised of two individ-
uals: an executive secretary appointed by the commission and a senior
stenographer. The commission itself is composed of 13 members, nine of
whom are general members and four of whom are legislators. Five of
the general members are appointed by the Governor, two are appointed-
by the Speaker of the Assembly, and two by the Committee on Rules
of the Senate. The members of the commission serve without compen-
sation but are reimbursed for all necessary. expenses incurred in the
performance of their duties.

ANALYSIS AND RECOMMENDATIONS

We recommend appfroval as budgeted.

In 1969 the commission’s projects included studies on executive com-
pensation, consolidation of state health organizations and a department
of industrial relations. The recommendations of the commission have
resulted in increased executive compensation. Hearings are currently
being held eoncerning the proposal for a Department of Industrial Re-
lations.

For 1970 the commission antlclpates looking into a varlety of prob-
lems such .as the cost of workmen’s compensation to the state and merit
salary increase policies. The commission is reviewing a proposal.to ex-
. pand short-term investing in banker’s acceptances. A study dealing with
state warehousing practices is underway, and a report will be forth-
coming in the spring of 1970.

The proposed budget represents a 10.1 percent decrease over the
current year due to termination of a consulting contract.

COMMISSION ON INTERSTATE COOQPERATION

Item 54 from the General Fund Budget page 100

Requested 1970-71 ' $99,100

Estimated 1969-70 - — 99,100

Actual 1968-69 v : _ 70,829
Requested increase None '

Total recommended reduction — - None

GENERAL PROGRAM STATEMENT

The objective of the commission’s program is the promotion of coop-
eration between various agencies of California state government and
their counterparts in other state governments and at the federal level.
This objective is met through the state’s participation as a member of
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the Council of State Governments a quasi-official body Whlch prepares
and disseminates reports and comparatlve studies on the operations of
the 50 state governments. In addition, the couneil provides the staff and
planning of arrangements for the annual meetings of a number of
associations of state officials. The California commission is composed of
19 members, seven from each house of the Legislature who are members
of the committees on interstate cooperation of their respective bodies,
and five state officers appointed by the Governor, one of whom is desig-
nated by him as chairman of the commission.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The $99,100 proposed for the budget year is at the same level as the
current year. The increase of $28,271 over the expenditures reported
for fiscal year 1968-69 is largely the result of the increase in the state’s
contribution (from $69,725 to $94,300) in support of the annual budget
of the Council of State Governments which became effective in the
current year. This contribution has constituted over 95 percent of the
commission’s expenditures for each of the past five fiscal years. .

Travel and per diem expenses of the five state officers appointed to
the commission by the Governor are funded from this appropriation.
However, the legislative members of the commission receive reimburse-
ment for their travel and per diem expenses while on commission busi-
ness from the separate contingent funds of the Legislature. To this
extent, therefore, the appropriation does not reflect the total annual
support of this program.

As the commission has not made an annual report since that covering
the biennium of 1963-65, we cannot evaluate adequately its contribu-
tion to the effectiveness of state government in the area of interstate
cooperation. The present chairman-of the commission, the State Con-
troller, advises that a ecommission report will be fortheommg in Feb-
ruary 1970 )

The Council of State Governments reports that in fiscal year 1968-69

it published 57 reports and, as in the past, provided staff support for
" the annual conferences of its nine affiliated organizations which include
the states’ Chief Justices, court admmlstratlve officers, Attorneys Gen-
eral, budget officials, the Governors conference and others We have no
data on the number of requests for information which the nationa}
couneil received from officials and agencies of California state govern-
ment in the past year, but the council is an authoritative and compre-
hensive source of comparative information on state governmental ae-
tivities and developments, and in our judgment it merits the continued
support and participation of the state.
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STATE PERSONNEL BOARD .
Item 55 from the General Fund - Budget page 101

Requested 1970-71 , $5,064,602
Estimated 1969-70 5,476,187
Actual 1968-69 " 4,819,188
Requested decrease $411,585 (7.5 percent) '
Total recommended reduction __ None
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS Analysis
page

1. The board is required by Section 18712 of the Government 104
Code to submit two reports to the Governor and the Legislature,
one on an annual basis and the other on a biennial basis.

We recommend that consideration be given to amending the
law to eliminate the requirement for the biennial report be-
cause its need, with the advent of annual regular sessions, is
no longer Justlﬁed

2. Persons who fail to quallfy for state employment are not 105
routinely informed of the reasons for such failure. :

We recommend that the board’s rejection notices furnish an
adequate explanation of the reasons for rejegtion. We further
recommend that appeals not be allowed for rejections based on
medical deficiencies or background investigations.

3. The annual gross separation rate from state employment 108
has averaged about 25 percent of the total employees over the
past three completed fiscal years. .

‘We recommend that the board make a thorough study of rea-
sons or causes of separations in an effort to determine if through
changes in personnel management, selection processes or other
procedures a reduction in the rate may be achieved and thus
reduce its recruitment and selection workload. .

4. The total number of position classifications in state em- 109
ployment exceeds 3,000 and there are approximately 150 differ-
ent pay ranges which apply to these classifications.

We recommend that the board review its policies relative .
to the establishment of position classifications and pay ranges
in an effort to reduce the complexity and volume of workload
at both the board and operating agency levels. »

5. The board has plans for expansion of its electronic data 109
processing capability based upon its current personnel manage-
ment transaction and record maintenance procedures.

We recommend that the State Office of Management Services
provide the technical staff to review these procedures for the
purpose of securing decentralization of record-keeping responsi-
bilities and reduction of personnel documentation requiring au-
thentication signatures prior to any expansion of the board’s
EDP capacity,
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State Personnel Board—Continued
GENERAL PROGRAM STATEMENT

The State Personnel Board, a five-member constitutional body whose
members are appointéd by the Governor for 10-year staggered terms,
is responsible for the administration of the State Civil Serviee Sys-
* tem. Through its constitutional and statutory authority the board
adopts such rules and reguations as it deems necessary for the proper
administration of the merit system and the pay and classification plan
in state employment The board employs an authorized staff of 538.7
positions which is under the supervision of an executive officer.

The system administers two operational programs—the State Per-
sonne]l Services Program, which provides personnel management serv-
ices for the state’s civil service system, and the Contract Personnel
Services Program, which provides similar services to other public em-
ployers on a fully reimbursabler basis. The board’s internal adminis-
trative costs are prorated to the three elements comprising the ‘‘state

program.’

- Legislation enacted during the 1969 Session of the Legislature gave
the board the added responsibility of establishing and administering
merit systems for city and county welfare and public health employees
to insure compliance with federal requirements relating to grants-in-
aid received by these entities for welfare and public health purposes.
This activity has been assigned to the Contract Personnel Services Pro-

gram and is discussed in the analysis of that program. )

Although the board has both statutory and constitutional responsi-
bility for insuring compliance with provisions of the State Civil Service
Act relating to such personnel management matters as pay, classifica-
tion, seniority, leaves-of-absence, lay-off procedures, discipline, exami-
natlon promotion, and employee records maintenance, it acts only in
an adv1s0ry capacity to executive line management in mafters concern-
ing personnel training and the health and safety of employees.

Ellmmate Outdated Reporting Requirement

We recommend that Section 18712 of the Government Code be
-amended to eliminate the requirement that the board prepare a bienmial

report in addition to the annual report. With the advent of annual
legislative sessions, there is no longer justification for the biennial re-
port and the material appearing in it could be included in the annual
report.

The board is required under Section 18712 of the Government Code
to submit to the Governor and Legislature a biennial report as well as
an annual report. While the annual report is coneerned primarily with
salary adjustment recommendations and other matters having budg-
etary implications such as premium pay for overtime, payment of night -
shift differential and payment of health plan premiums, it also con-
tains some of the material appearing in the presently required biennial
report which is submitted on June 30th of each even-numbered year.
Elimination of the biennial report would result in savings of approxi-
mately $800 on a biennial basis.

We recommend that persons who fail in their qualification appraisal
panel interviews, medical examinations, or background investigations
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be advised by the board of the reasons for their failure in sufficient
detarl at the time of notification of such failure. We further recommend
that no appeals be allowed for rejections based on medical deficiences
or background investigations.

In our analysis of the board’s budget for fiscal year 1968-69, we
commented on the number of appeals (approximately 432 per year)
to the board on the results of qualification appraisal panel interviews
(orals), medical examinations, and background investigations. Approxi-
mately 63 percent of such appeals were denied in 1968-69. Almost all -
of the appeals based on medical or background deficiencies were denied.
Part of the appeals workload results from inadequate explanation of
the reasons for rejection. Under the board’s procedure, a ‘‘rejection
notice’’ is routinely sent to an applicant who is found to be unaccept-
able for employment, but the notice does not advise the applicant of
the reasons for his failure. If the applicant requests this information,
he is furnished with a ‘‘disqualification report’’ which gives a general
reason for his failure, but not the specific deficiencies or other factors.
that resulted in his rejection. For example, the report may reecite
merely that the candidate was disqualified because of ‘‘impression—
lacks maturity.”’ This procedure involves dual correspondence (i.e.,
following up the rejection notice with a statement of the basis for re-
jection) and it also tends to result in appeals by people who do not
fully understand the reasons for their rejection. More complete infor-
mation in this regard should reduce the number of appeals and the
volume of written correspondence.

In our judgment, rejections based on medical evaluations of the
board’s medical officer should not be subject to board appeal. Further,
rejection based on background investigations which apply to candidates
for employment with the highway patrol and other law enforcement
agencies often involves considerations which are best explored and
resolved at an administrative rather than appellate level.

ANALYSIS AND RECOMMENDATIONS

We recommend approval. )

The board is requesting a support appropriation of $5,064,602 for
fiscal year 1970-71. This amount plus estimated reimbursements of
$1,501,701 results in a total proposed expenditure of $6,566,303. A
comparison of these costs for.the past five years is shown in Table 1.

The most significant decrease in the budget-year expenditure pro- -
posal oceurs in the personal services category (down $205,579) which
reflects a net reduction of 48.4 positions from the estimated staffing
level in the current year. This reduction consists of 27 administratively
established positions which are not proposed for continuation plus a
net reduction of 21.4 currently authorized positions.

The proposed changes in the authorized staffing level for the budget
year result in a 0.1 position inerease in the number of authorized
positions which will then total 548.8. This follows from a proposed
increase of 34.5 positions (including 21.5 positions which were trans-
ferred in the current year from the Department of Social Welfare),
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Table 1

Selected Statistical Data and Total Support Expenditures, State Personnel Board

) Actual
Detail 1966-67 (%)*
Expenditures
General Fund __$4,315,780 (6.0)
Reimbursements __ 772,742 (16.5)

“Total _________ $5,088,522 (7.5)
Personnel .
man-years __—.__ 450.2
General Fund
Reimbursed —_____ 711
Total oo 521.38
Authorized
positions —_____ 540.4
Average No. civil
service
employees _.___ 113,710
Average
General Fund
cost/employee __.. $37.95

Actual Actual
1967-68 (%) * 1968-69 (%) *

$4,387,413 (1.6) $4,819,188 (9.8)
844,236 (9.2) 269,313 (14.8)

$5,281,649  (2.8)° $5,788,501 (10.6)

401.8 ' 4274
74.1 75.1
475.93 50252
516.5 521.1
113,776 : 116,853
$38.56 $41.24

1 This column indicates percentage of inerease or decrease over prior years.

2 Percentage increase over five years.

Estimated
1969-70

$5,476,187
1,393,785

$6,869,972
459.0
117.8

576.82
543.7

119,059

$45.99

3 These totals are net figures which reflect authorized positions, administrative adjustments, salary saving, and positions abolished.

Proposed .
(%)™ 1970-71  (%)*

(13.6) $5.064,602 (—7.5)
(43.8) 1,501,701 (7.7)

(18.7) $6,566,303 (—4.6)
417.1
1113

528.4 2
543.8

115,000

$44.00

(%) ®

(17.3)
(94.3)

(29.0)
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all of which are in the reimbursed category, less a reduction of 84.4
authorized positions.

Other budgetary decreases are reflected in a $98,090 reduction in
operating and equipment expenses and an estimated inerease of
$107,916 in reimbursements. The above adjustments result in a total
reduction of $411,585 under estimated expenditures for the bhoard’s
support in fiscal year 1969-70. .

State Personne! Services Program

The State Personnel Services Program econsists of three elements:
(1) Recruitment, Selection and Employment Information, (2) Classi-
fication, Compensation and Personnel Administration and (3) Em-
ployee Development and Accident Prevention. Its objective is to pro-
vide and maintain a civil service work force which is qualified to
perform all of the services required by state government.. The total
proposed budget-year expenditure of $5,355,742 for the program is
composed of $5,064,602 from the General Fund (the requested appro-
priation) and $291,140 in reimbursements. The proposed expenditure
is $447.257 less than estimated for the current year and reflects a
reduction of 30.3 personnel man-years of employment (24.8 General
-Fund positions and 5.5 reimbursed positions) and related support
costs. .

The board’s entire internal administration cost of $1.757,689 is dis-
tributed among the three elements of this program. This amount is
$114,837 lower than the estimated cost of the activity in the current
year and results in part from a reduction of 20.6 positions (15.4
General Fund positions and 5.2 reimbursed positions) below cur-
rent-year estimated staffing. Budget-year reductions-of 12.4 authorized
positions in this funetion result in an estimated salary savings of
$95,474. Table 2 shows the proposed funding and allocation of staff,
by element, for the State Personnel Services program.

Table 2

Budget-Year State Personnel Services Program Costs
Including Administration Program Distribution
Administration cost
Man-years General Fund as % of General Fund
Program elements allocated cost program support
1. Recruitment, selection and
and employment

information ________________ 209.3 $3,315,579
Administration distribution ____ 70.81  ($1,113,874) 33.6%
2. Classification, compensation
and personnel ______________ 89.6 $1,594,366
Administration distribution -~ 36.51 ($575,164) 36.0%
8. Employee development and :
accident series —_.——————___ 19.5 $445,797 .
Administration distribution —___. 441 ($68,651) 1549,
Total positions —— - 430.1 $5,064,602

1Total administration program positions (111.7) arbitrarily charged to elements in direct proportion to the
percentage of total administration costs as distributed.
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The state’s civil service work force has averaged approximately
115,000 positions over the past three completed fiscal years (1966-67
through 1968-69), and the gross annual number of separations from
state service during this period has averaged about 28,800 positions or
25 percent. The classification and pay plan for this work forece has
over .3,000 different classifications and 150 different pay ranges. Ap-
proximately 60.1 percent of the work force is at the maximum or high-
est step of the pay range authorized.

The board reports that in fiscal year 1968-69 the use of sick leave
rose sharply from an average of 7.9 days per employee in 1967-68 to
8.5 days and resulted in a loss of 870,000 man-days or approximately
3,800 man-years of employment. No specific statewide program exists
to control or reduce the use of sick leave. The board further reports
that its projected goal of reducing the industrial injury rate by 10
percent during the most recent year for which data are available
(1967-68) was not achieved as the rate per million man-hours dropped
only from 18.4 in 1966—67 to 17.4 in 1967-68 or about 5.4 percent. This
reduction in the accident rate was achieved even though the total num-
ber of industrial accidents reported increased over the prior year by
approximately 6,000. Approximately 400 man-years of employment
were lost to the state from this cause in fiscal year 1968-69. The in-
curred cost or future liability for payment of industrial accident in-
demnity claims awarded by the Workmen’s Compensation Appeals
Board increased from $6.7 million in 196667 to $7.8 million in 1967-
68. The board’s activity in developing the state program to reduce the
rate of industrial accidents is discussed more fully in the analysis of
the program element to which it is assigned.

Recruitment, Selection and Employment Information Element

This program element proposes a budget of $3,315,579, Whlch repre-
sents 62 percent of the total program cost. We recommend that the
board undertake a thorough study of the reasons for employee separa-
tions and consider whether the level of turnover might be reduced
through improvement in management practices, selection processes or
other procedures.

‘We note that res1gnat10ns from permanent positions average about
10,400 per year or about 9 percent of the work force and that separa-
tions by reason of voluntary quits and resignations from temporary ap-
pointments average 15,000 per year. While executive line management
has the major responsibility for achieving reductions in employee turn-
over, we believe that the Personnel Board, which is responsible for pro-

" viding centralized personnel leadership, should endeavor to determine
the causes of these separations and their susceptibility to correction
because any reduction in the separation rate would improve -efficiency
and economy in state government.

This program element has three primary tasks:

(A) The recrnitment of quahﬁed persons to fill vacancies occurring
in state employment.
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The $564,745 budgeted for this activity supports 24.4 personnel man-
years of employment within this segment of the element. A reduection
of 5.8 authorized positions (3.8 assistant personnel analysts, 2 clerical
typists II) is proposed in the budget year for a saving of $67,383.
These reductions are based on (1) a modification of recruitment efforts
in eritical oceupations in which 80 or 90 percent of the total effort has
been directed and (2) a projected overall decrease in recruitment ac-
tivities.

(B) To maintain and establish competitive selection processes which
apply not only to new applicants for state employment but also to state
employees competing for promotion and which will insure that the
qualitative as well as the quantitative needs of state employment will
be met in a timely manner.

The $2,504,919 budgeted for this function provides for 165.9 per-
sonnel man-years of employment. The board proposes a reduction of
15.5 authorized positions (0.8 assistant personnel analyst, 14.7 clerical
positions) in the budget year. We are advised that this decision is based
on the board’s desire to comply with the administration’s objective of
reducing governmental costs. Payroll savings of $89,161 plus associated
support savings would result from this action.

(C) To provide all potential sources of recruitment with continuing
advice on the need for applicants to fill the job requirements of the
state.

This includes responding to requests for information on state em-
ployment opportunities received directly by the board and through its
three public information counters in Sacramento, San Francisco and
Los Angeles. The proposed funding of $245,915 for this activity in the
budget year provides 19 personnel man-years of employment as in the
current year,

Classification, Compensation and Personne! Administration Element

The $1,594,366 proposed for support of this program element
amounts to 29.7 percent of the total program cost and provides for 89.6
man-years of employment.

(1) We recommend that the board give serious consa,demtwn to re-
ducing the mumber of. position classifications and the number of pay
ranges within the state civil service system.

(2) We further recommend that the state Office of Management Serv-
ices be requested to provide the technieal staff to review the entire per-
sonmel management transaction and record maintenance procedures of
the board for the purpose of securing decentralization of record keeping
responsibilities and reducing the amount of documentation requiring
authentication signatures.

Both of the matters referred to in our first recommendation above
involve substantial personnel management documentation and detailed
reporting procedures and complicate an already complex personnel
transactions manual which runs to several volumes. We believe that
simplification of personnel documentation related to transactions and
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personnel record maintenance dita must be accomplished prior to any
consideration of expanding the board’s electronic data-processing capa-
bility. We note that the Automated Personnel Transactions Data Com-
munication’s proposal of early 1968 (developed by a committee of state
electronic data-processing experts) indicated that 2,467,000 personnel
transaction documents representing over six million separate pieces of
paper are originated each year by state agencies. The board’s reporting
requirements generate about 32 percent of this documentation.

‘We believe that the practice of establishing narrow job classifications
for one, two or three employees is both an undesirdble administrative
policy and unnecessary to insure meeting the educational and other
qualifications required of the majofity of positions in state service. Con-
sidering that about 57,000 or one-half of the state employees (26,300
clericals, 12,200 janitors, 8,100 laborer-truck drivers, 5,000 correctional

, superv1s1on) are grouped mto a relatively small number of classes out
of the over 3,000 now established for the 115,000 posmon work force,
most of this elem_ent s workload, which eons1sts of revising job classifi-
cations and establishing new job classifications, relates to a dispro-
portionate share of the state’s work force. During the period July 1,
1969, through December 17, 1969, the board approved the establishment
of 96 new position class1ﬁcatlons and the revision of specifications for
156 classifications.

We also question the necessity for maintaining approximately 150
different pay ranges in the state civil service system. The classified em-
ployees of the federal government for a number of years have been
restricted to 18 such pay ranges. Ih summary, we believe that the
factors discussed above contribute to the eomplexity of the personnel
management problems confronting both the operational agencies and
the board and impede the achieveinent of one of the board’s.basic ob-
jectives, that of securing greater efficiency aiid economy in government.

Employee Development and Accident Prevefition

The proposed funding of $445,797 for this element would support a
staff of 19.5 pos1t10ns whose objective is to provide tralnmg assistance
to all state agencies through training courses or seminars such as the
Management Development Institute. The element’s staff develops and
conducts the tralnlng program, and all costs thereof are reimbursed by
the employing agencies of participating personnel. The staff also pro-
vides technical assistance to agencies having their own training staffs
and disseminates inforination on pertinent courses of study offered by
educational institutioiis. The element also provides technical assistance
to agencies in the conduct of the state safety training program for de-
fensive driving and compiles statistics on industrial accidents in state
employment and sick leave usage.

The element’s presently authorized staff of 17 positions was aug- -
mented in the current year by two associate personnel analysts and a
half-time clerk- typlst I1. These two and one-half positions are requested
for cohtinuation in the budget year at a cost of $27,050. They were
initially employed oni a temporary basis to augment existing staff as-
sigiied to the training. programs offered by the Management Develop-
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ment Institute, but the demand for these services by state agencies con-
tinues to exceed the capacity of the authorized staff. The board expects
the demand to remain at this year’s level, but if it does not the po-
sitions will not be filled since their costs are funded by reimbursements
paid by the user.agencies.

Board Activity in Program to Reduce the
Industrial Accident Rate in §tate Employment

The board in June of 1968, acting under the authority of Section
19261 of the Government Code, (which states in part: ‘‘The board may
establish standards of health and safety in state agencies and may de-
velop a comprehensive health and safety program designed to improve
the efficiency and raise the morale of state employees. . . .”") held a
special hearing on the problem of industrial accidents in state employ-
ment and as a result directed its staff to develop a program to reduce
the state’s industrial accident rate. Such a plan was developed and sub-
sequently approved by the board in November, 1968. Following this
action, the board submitted the plan to the executive cabinet for review
and implementation, and it was approved by the ecabinet in August,
1969, and will be placed in operation on February 2, 1970.

In October 1969, the Director of Finance approved the establishment
of a second position of Safety Coordinator in the board staff plus cleri-
cal support to meet the staffing requirements for implementing the
board’s ‘‘Program to Reduce Occupational Injuries of State Em-
ployees,’’ the objective of which is-to reduce industrial injuries in state
employment and thereby lower. the. cost of workmen’s compensation -
benefits awarded to job-injured state employees. This implementation
phase is expeeted to be completed in June 1970, and its estimated cur-
rent-year cost of $17,000 is being reimbursed by seven participating
state agencies. These reimbursements are not reflected in the board’s
current-year budget, however, because approval for the program came
too late for their inclusion.

CONTRACT PERSONNEL SERVICES,PROGRAM

This program, whose costs are fully reimbursed, proposes a budget-
year expenditure of $1,210,561, which is an increase of $233,588 over
estimated current-year expenditures. This increase results from the ex-
pansion of the program’s Merit Systems Element to meet the previously
mentioned responsibilities added by Chapter 1283, Statutes of 1969,
relating to the administration of local merit systems. The element in-
sures compliance with federal merit system requirments which apply
to certain local agencies receiving grants-in-aid under the Social Se-
curity Act as amended, the Public Health Service Act, and the Federal
Civil Defense Act as aménded. An estimated 37,754 local agency em-
ployees will be covered by the merit systems element in the budget year.

The Merit Systems Element has as its objectives the administration
or (in cases where this responsibility has been delegated to local civil
service commissions) the review, approval and audit of eity and county
employee merit systems in order to meet the requirements of federal
laws governing the grant-in-aid features of federally funded civil de-
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fense, welfare and public health programs. The element’s staff also pro-
v1des merit-system services for other public employers on a reimburs-
able basis. :

The civil defense merit system, which covers 34 local Jurldletlons has
been administered by the board for a number of years. It is federally
funded under a contract with the California Disaster Office. This fune-
tion, together with merit-system services provided other pubhe employ-
ers, utlhzes a staff of 21.5 personnel man-years.

The two new merit-system functions added in the current year are
those related to the employees of eity and county departments of wel-
fare and public health. The board has established merit-system stand-
ards for such agencies which comply with federal law, and it has ap-
proved city or county merit systems which meet those standards. Such
approved systems are administered by the city or county, but the board
retains an audit or review responsibility. To date, 15 local merit sys-
tems covering an estimated 24,720 welfare employees and 5,860 public-
health employees have been approved by the board.

If a merit system does not exist or an established local merit system
fails to meet the required federal standards, the board is responsible
for establishing and/or administering a system covering the federally
funded employees of the affected public entities. The board estimates
that ‘it will provide such services in the budget year for 5,536 county
or city welfare employees and 1,638 public health employees.

To carry out these new functions, 21.5 positions were transferred to
the board in the current year from the Depaftment of Social Welfare
and eight new positions were established by administrative adjustment.
These 29.5 positions are proposed for continuation in the budget year,
and an additional 2.5 new positions are requested to handle an antici-
pated increase in workload. The federal funding for the above-de-
seribed funections is derived through separate contracts with the State
Departments of Social Welfare and Public Health.

The two remaining program elements—the Reeruitment and Selee-
tion Element and the Other Technical Services Element—propose a
total staffing level of 44.8 personnel man-years. These elements provide
generally the same kinds of services to local governmental entities as
the State Personnel Services program provides to the state’s civil serv-
ice system. Reimbursements in support of these two elements for the
budget year are estimated at $507,653.

Federally Reimbursed Services to Thailand

It is our understanding that the Thailand program, which provides
training services in personnel administration to the government of
Thailand under an annual contract with the federal Agency for Inter-
national Development, will be completed (pending contract renewal)
in the middle of the budget year. The staffing and funding of this
program for the budget year is not reflected in the budget document
as the contract renewal negotiations are still in progress. Heretofore,
the program has utilized 3.5 to 5 personnel man-years on an annual
basis and the funding, which is fully reimbursed, has averaged between
$85,000 and $90,000.
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Items 56-57 Secretary of State
SECRETARY OF STATE

Items 56 and 57 from the General Fund . Budget page 109
Requested 1970-71 __ : ' $1,870,514
Hstimated 1969-70 __ — - 1,646,978
Actual 1968-69 ___. 1,536,715
Requested increase $223,536 (13.6 percent)
Total recommended reduction_______ — 30,606 -
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS Analysis -
T page

‘We recommend deletion of six elerk-typist positions for a sav- 115 .
ing of $30,606. A budget augmentation for automating the . Cor-
porate Filing Program is expected during the legislative session
and these clerical positions will not be needed.

GENERAL PROGRAM STATEMENT.

The Secretary of State, a constitutional officer, is responsible for car--
rying out the duties preserlbed by Sections 12153 through 12264 of the
(overnment Code. In addition to being the custodian of the enrolled
copy of the Constitution, all acts passed by the Legislature, Journals
of the Legislature and the Great Seal, the Secretary of State has speei-
fied responsibilities in the following program categories.

CORPORATE FILINGS

In order. that the public interest be protected, strict adherence to the
laws governing the establishment, revision or dissolution of the state’s
corporations must be maintained. Attorneys on the staff of the Secretary
of State examine all articles of ineorporation and related documents
which revise or dissolve corporate entities, and attest to their com-
pliance with the appropriate statutes before accepting them for formal
filing. In addition, all applications for trademarks, corporate and
fraternal names, and other documents required by law, are reviewed
and registered.

ELECTIONS

As chief election’s officer, the Secretary of State oversees and coordi-
nates state elections. He compiles lists of registered voters within eity,”
assembly, senatorial and supervisory districts by party affiliation, and
publishes various statistical reports required by the Election Code.

He also solicits, assembles, supervises the printing of, and distributes
all ballot arguments. It is his duty to conduct a semiofficial and official
canvass of election results and make them a matter of public record.

The Secretary of State serves on the State Commission on Voting
Machines and Vote Tabulating Devices with the Governor and Attorney
General, and acts as the commission’s secretary. During this year an
executive secretary will be hired to assist the Secretary of State in
carrying out this responsibility. At present, this’ activity includes a
substantial investment in time for the purpose of gereral administra-
tive duties and the evaluation of proposals for new devices or changes
in already acceptable devices.
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' FINANCING STATEMENTS

The Uniform Commercial Code, Uniform Federal Tax Lien Regis-
tration  Aet and the Government Code require that the Secretary of
State accept for filing as a public record financial statements which
perfect security interests in personal property. Beginning January 1,
1970, notices of state tax liens will also be filed with the Secretary of
State.
" This activity entails the storage and retrleval of these documents upon
request from the public. Most of the data processing in the department
is concerned with this activity although the processes have not been
completely automated,

- NOTARY PUBLIC .

Legislation passed in the 1967 session transferred the responsibility
for the appointment of Notaries Public from the Governor’s Office to
the Secretary of State. This activity includes the issuance of original
certificates and review of certificates every four years for purposes of
renewing the appointments. The Secretary of State also provides veri-
fication of the authenticity of notary signatures upon request from the
public.

ARCHIVES

The Chief of Archlves and his staff collect, catalog, index and pre-
serve historic and otherwise valuable papers and artifacts. A document
restoration technician repairs documents and they are then laminated
for permanent preservation. Reference services are provided for the
public. The archivisits receive some advice and direction from the Heri-
tage Preservation Commission of which the Secretary of State is secre-

. tary.

ADMINISTRATION

The Secretary of State and his staff provide policy and supervismn
to the above functional activities, and perform personnel, budgetary,
accounting and other admlmstratlve functions for the department.

ANALYSIS AND RECOMMENDATIONS

The amount requested for fiscal year 1970-71 represents an increase
of $223,536 or 13.6 percent over the amount estimated to be expended in
the current fiscal year. A substantial portion of this inerease is ae-
counted for by the faet that 1970 will be a general election year and
expenses will be incurred for the tabulation of registered voter lists
and the preparation, printing and distribution of ballots and ballot
proposition pamphlets. Increased administrative costs, finanecial state-
ment filings and corporate filings account for the remainder of the in-
crease.

It is estimated that the Secretary of State will remit to the General
Fund $4,676,929 in revenue as the result of filing fees collected.

Table 1 is a summary of the workload data for the past three years
for the five functional programs discussed above.
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Table 1
: . Actual  Estimated Estimated Percent increase
Program and Output "1968-69 1969-70  1970-71 over 1969-70
Corporate Filings Program
Number of corporate
documents filed ___________ 41,273 47,766 53,420 11.8
Elections Program
Voters registrations _..._.___ 8,587,673 8,500,000 9,200,000 8.2
Candidates certified _________ 44 1,000 - —
Financing Statements Program ) . ’
Number of statements and
notices filed ______________ 147,645 172,996 192,698 114
Number of certificates issued 32,444 34,066 35,429 4.0
Notary Public Program .
Number of notaries
public appointed __________ 24,198 25,510 26,530 4.0
Archives Program
Archival Material __________ 28,300 cf- 29,000 c¢f 29,900 cf none
Accessions __ . _____________ 1,300 cf 700 cf 900 cf 28.6
Documents processed _____.___ 300 ef 450. cf 600 cf 33.3
Documents restored (pages)__ 1,500 ef 1,500 ¢f 3,000 cf 200.0

Documents laminated __._____ 1,300 cf 1,400cf 2,800 cf 200.0

Corporate Filings Program

We recommend deletion of three (3) clerk-typist I positions and
three (3) clerk-typist I positions for a savings of $30,606.

As a result of legislation passed during the 1969 session, the Secre-
tary of State is required to receive for recordation information regard-
ing ecorporations and their agents not formerly filed. This requirement
is expected to increase significantly the number of filings received dur-
ing the initial period betweem April and July 1971 and subsequent
renewal periods.

Anticipating that the entire process could be automated, the Secre-
tary of State made a preliminary budget request to the Ofﬁce of Man-
agement Services and the Department of Finance for upgrading the
data processing equipment and for additional personnel to handle the
design and implementation of the new application. Upon the recom-
mendation of the Office of Management Services, it was decided that a
consultant would be retained to examine the entire data receipt, stor-
age and retrieval requirements of the Secretary of State including
finaneial filings and election requirements as well as the new corporate
filing application.

On January 5, 1969 a consultant was awarded a contract to perform
the above study and a final report to the Secretary of State and the
Office of Management Services is due appr0x1mately February 15, 1970.
This study is expected to reveal: (1) the precise requirements of the
collection, storage and retrieval of data for all applications within the
Secretary of State’s office and (2) a definition of current methods and
alternative sources of electronie data processing capability.

No request for funds for implementation of the recommended pro-
gram is ineluded in the 1970-71 budget request. It is anticipated that
a budget angmentation will be required during the legislative session
of approximately $400,000, but at this time the exaet funding require-
ment cannot be determined.
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In the absence of a specific budget request for an automated system,
and anticipating that the econsultant will recommend some form of
automation for the Corporate Filing Program because to perform the
funetions manually would be inefficient and ineffective, we recommend
that the clerical positions be deleted until such time as the consultant’s
findings and recommendations are evaluated and specific personnel re-
quirements are determined.

‘When the expected budget augmentation is received, we will conduct
an analysis of the request for submission to the fiscal committees.

Secretary of State
HERITAGE PRESERVATION COMMISSION
Fiscerl Year 1970-71

Ttem 58 from the General Fund Budget page 114

Requested 1970-71 $800

Estimated 1969-70 1,000

Actual 1968-69 ' ' 240
‘Requested decrease $200 (20 percent)

Total recommended reduction None

GENERAL PROGRAM STATEMENT

The California Heritage Preservation Commission is composed of
representatives of four state agencies, a private college or university,
persons appointed by the Governor, University of California Regents,
Trustees of the State Colleges, California State Library and two mem-
bers appointed by each house of the Legislature. The Secretary of State
is the secretary of the commission.

The commission’s purpose is to advise the Secretary of State, whose
duty it is to preserve historical and otherwise valuable documents, on
matters regarding the identification, restoration and preservation of
such documents. The commission W111 report to the Legislature durmg
the 1970 session on its activities.

ANALYSIS AND RECOMMENDATIONS
The commission has requested $800, a reduction of 20 percent from
the current year estimated expenses, to provide for general administra-
tive expenses, travel and the preparation of a report to the Legislature.
We recommend approval.
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