AGRICULTURE Item 87

LEGISLATIVE CLAIMS—Continued

maximum of $5,000, as well as attorney’s fees up to 10 percent of such
claims, may be approved by the Board of Control without legislative
review and paid from a separate appropriation (Item 47).

All of the general claims approved by the Board of Control are
reviewed by the Legislative Analyst and all those which are of special
interest, those involving large sums of money, as well as those which
were recommended for denial by the state agency charged with their
review are brought to the attention of the respective subcommittee
in each house which hears the Claims Bill. Through this review, the
Legislature exercises final judgment on each general claim presented
and may reduce, augment or eliminate any claim approved by the
Board of Control.

This office will prepare a supplemental report on the 1972-73 claims
and present it to the respective subcommittees at the time of the
hearing on the Claims Bill.

Table 1 traces the history of preliminary and actual expenditures for
the “omnibus claims bill.”

Table 1
Proposed and Actual Expenditures for Legislative Claims
Fiscal Year Requested* Actual®
1972-73 $51,202 -
1971-72 95,617 $394,090
1970-71 ; 166,921 232,785
1969-70 . 140,039 230,686

“* Includes claims approved by the Board of Control between March and November of the calendar year 1mmedmtel)
preceding the respective fiscal year.

® Includes a/l claims approved by the Board of Contro) over a 12-month period (March to March) and granted by
the Legislature.

DEPARTMENT OF AGRICULTURE

Item 87 from the General .
Fund Budget p. 51 Program p. 187

Requested 1972-73 $12,527,061

Estimated 1971-72 12,044,863

Actual 1970=T1 ..ot 11,853,803
Requested increase $482,198 (4.0 percent)

Total recommended reduction ............cccceceveeeeviecesivnenn, $258,275
i Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Exclusion and Detection. Reduce $70,000. Recom- 216
mend budget for the exclusion element be reduced by
$70,000.

2. Comstock Mealybug. Reduce $88275. Recommend 217
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Item 87 AGRICULTURE

elimination of General Fund support for Comstock
mealybug research and suppression efforts. The pro-
gram should be ﬁnanced by the Agricultural Emer-

. gency Fund.

3. Farm Worker Safety. Recommend department de- 221
velop a program for farm worker safety as part of its
pesticide registration and evaluation effort.

4. Pesticide “Quality” Standards. -Recommend depart-- 224
ment implement a citation program in the 1972-73
budget year for violations of pestlclde quahty stand-
ards. :

5. Market News. Reduce $100,000. Recommend unal- 226
located reduction in market news program support.

General Program Statement

Under the Agricultural Code the Department of Agriculture has
authority to: (1) promote, protect, and further the agricultural indus-
try in the State of California, (2) assure producers, handlers and con-
sumers true weights and measures of commodities and services, and
(3) protect the health and welfare of the people of the state.

The department’s activities are broad in scope and range from the
financial supervision of local fairs through agricultural pest and disease
control, to enforcement of quality, quantity and safety standards of
certain agricultural and consumer goods.

The financial resources of the department are derived from the
General Fund and the Department of Agriculture Fund. The Depart-
ment of Agriculture’s policy concerning funding of departmental pro-
grams is as follows: (1) programs which are basically for the direct
benefit of the general public are the obligation of the General Fund,
(2) programs which directly benefit industry are the obligation of
special taxes, fees or charges against the industry, (3) programs which
generally benefit the public and industry jointly are supported jointly,
(4) programs which create a substantial or widespread adverse impact
on the agricultural industry or the general public with consequent
enforcement needed to protect the public are funded by the industry,
(5) programs for the detection and eradication of pests and diseases
not already established in the state are an obligation of the General
Fund, and (6) |programs; to control rather than eradicate pests or
disease infestations are an obhgatlon of special taxes, fees or charges
against the 1ndustry ‘

The total proposed budget for the Department of Agriculture in
1972-73 is $27,140,742. Of this, $12,527,061 or 47 percent will come from
the General Fund while the Department of Agriculture Fund will
provide $7,863,527 or 33 percent. The Department of Agriculture
Fund support portion is appropnated under Item 88. Total Depart-
ment of Agriculture expenditures are detailed in Table 1.

The Fair and Exposition Fund which derives from horseracing pro-
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DEPARTMENT OF AGRICULTURE—Continued

vides $256,701 which largely supports the Division of Fairs and Exposi-
tions. : )

The federal government contributes a substantial amount to the
overall budget of the Department of Agriculture in the form of reim-
bursements or unbudgeted program participation. The major area of
support is in the meat inspection program where the federal govern-
ment will reimburse the department over $2 million in 1972~-73. This
approximates 50 percent of the expenditures for meat inspection.

The department also collects and expends approximately $22.4 mil-
lion under 38 marketing orders or similar programs established at
industry request to aid in solving problems related to producton, con-
trol and advertising of agricultural products. These marketing order
expenditures do not appear in the Governor’s Budget because they
are handled as special trust fund accounts in the Agricultural Fund.

Table 1

Department of Agriculture Total
Expenditures by Program

Costs
Actual Estimated Proposed
Program 1970-71 1971-72 1972-73
Agricultural pest and disease
prevention 87,915,971 $9,223,174 $9,584,460
Agricultural standards and
inspection services 9,306,962 9,306,653 9,137,902
Agricultural marketing Services ... 9,383,614 5,883,635 5,999,770
Financial supervision of )
local fairs 331,478 388,264 490,757
Assistance to counties for
agricultural purposes 1,418,121 1,486,599 1,642,796
Administrative supporting costs
Distributed to other programs ......ccooo.ccoounnenee (1,091,877) (931,184) (1,025,803)
Distributed to continuing programs
(other state departments and
trust funds) 186,160 337,041 355,057
Undistributed administrative
costs 35,176 — _
Total programs $28,577,482 826,625,366  $27,140,742
Reimbursements — 2,846,669 —3917,211 —3,350,657
Net program totals $25,730,813 $22,708,155 $23,790,085
General Fund 12,021,924 12,216,909 12,737,107
Agricultural Fund 13,485,712 10,285,661 10,796,277
Fair and Exposition Fund ........ocwivnrreinvencrenns 181,688 205,585 256,701
Federal funds 41,489 — —
General Fund change from prior year............. 1.6 percent 4.3 percent
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Item 87 AGRICULTURE

Payments to Counties for Agricultural Programs

Various statutes in recent years have provided for allocation of funds
through the Department of Agriculture to counties for agricultural
purposes. Chapter 1571, Statutes of 1970, provides for the transfer'to
the Department of Agriculture Fund of unrefunded taxes derived
from gasoline purchases for off-highway agricultural use. These funds
are continuously appropriated (1) $500,000 each year to the Depart-
ment of Agriculture for administrative expenses charged to Agricul-

tural Fund programs, (2) $1 miillion each year for emergency .

detection, eradication and research on agricultural plants, pests and
diseases, with the unexpended balance added to the allocation to
counties, and (3) the remainder of the unrefunded taxes transferred
each year are allocated to counties as a partial reimbursement of their
expenses in carrying out agricultural programs authorized under the

Agricultural Code. In the 1972-73 budget of the Department of__

Agriculture there is approximately $810,000 for this allocation to the
counties.

Chapter 1367, Statutes of 1971, established an 8 mill tax per dollar
on designated sales in California of registered economic poisons. The
statute provided that the tax was to be apportioned five-eighths to the
counties and three-eighths to the Department of Agriculture for its
costs in administering designated pesticide programs. The county and
state programs to be financed through these fees are for enforcement

of Agricultural Code provisions involving economic poisons, mjunous\\

materials, and environmentally harmful materials. The Department
of Agriculture’s budget for 197273 provides for a $600,000 allocation
to counties urider Chapter 1367. In addition, there will be a minor
allocation of $22,750 to counties under Section 12112 of the Agricul-
tural Code consisting of 50 percent of the moneys collected from
licensing pesticide dealers.

Total allocations to counties in 1972-73 from the Agricultural Fund
are $1,432,750 and $210,046 from the General Fund.

AGRICULTURAL PEST AND DISEI:gE'PREVENTlON

The objectives of this program are to protect California agriculture
from damage resulting from the introduction or spread within the
state of harmful plant and animal diseases, weeds, and other pests. The
largest of the elements of ‘this program are exclusion and detection
budgeted at $2;478,668 in the budget year, and control and eradication
budgeted at $2,675,770. In addition, there are laboratory services, nurs-
ery services, animal health and veterinary laboratory service activi-
ties. =

The General F und contribution to this program in the budget year
is $7,466,905. The Agricultural Fund portion is $1,853,819, with $263,736
derived from reimbursements. Total program expenditures are $9,-
584,460 which is $361,286 or 4 percent above the current year. These
expenditures include a $1 million appropriation under Chapter 1571,
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Statutes of 1970, to the Department of Agriculture for emergency
detection and eradication of agricultural pests and diseases.

EXCLUSION AND DETECTION

Agreement With Arizona on Border Stations

The Department of Agriculture has concluded a cooperatlve agree-
ment with the State of Arizona which provides for a cooperative
border station inspection activity. Under this agreement the State of
Arizona would enforce California quarantines at Arizona’s northern
and eastern border stations. Gradually as Arizona increases its inspec-
tions at the above stations, the need for California to inspect at.south-
ern border stations in California will be eliminated. As.a consequence
the California Department of Agriculture intends to reduce California
border station activity at Blythe, Needles, Vidal and Winterhaven. The
department expects no significant savings in 1972-73 but estimates
that substantial savings amounting to perhaps $350,000 will occur in
1973-74 and annually thereafter. The department has included $75,000
in its 1971-72 budget and $150,000 in 1972-73 to pay Arizona under this
cooperative agreement.

Inadequate Justification for Exclusion Expendltures

We recommend that the exclusion element be reduced b )y $70 000
because of lack of justification. The Legislature directed in the Supple-
mentary Report to the 1971 Budget Act that the department review
the costs, benefits, and alternatives to its present border station activi-
ties. The department in response to this and earlier directives of the
Legislature, has negotiated an agreement with Arizona noted above.
In addition, the department has joined with the University of Cali-
fornia in an evaluation of its exclusion work, the objective being devel-
opment of insight and methodology to permit intelligent evaluation
of the effectiveness of border station exclusion activities.

If the department is to carry out the directives of the Legislature to
review the costs, benefits and alternatives to the border station activ-
ity, it is essential that it have detailed information on the cost of such
activities. However, when we requested such information for prepara-
tion of this analysis, the department indicated that it could only give
cost data for exclusion work which combines both border inspection
and interior detection work. It is clear that the department cannot
evaluate the cost-benefits and alternatives to border station activities
if it does not maintain separate costs. This additionally raises doubt as
to the basis for calculating the potential savings from the inspection
agreement with Arizona. Such calculations required detalled analysis
of the cost of four southern border stations.

The department reports estimated expenditures of $1,646,000 for

-the overall exclusion activities in the current year. This includes $75,-
000 for the payment to Arizona under the cooperative agreement. In
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the budget year the department proposes to spend $1,818,000 for ex-
clusion including an increase of $150,000 for the Arizona agreement.
The proposed budget represents a $172,000 General Fund increase
over the present level of service in exclusion. Approximately $27,000
of this is accounted for by salary and operating expense increases, and
$75,000 is accounted for by the cooperative agreement. There has
been no justification given us by the department for the remaining
$70,000 General Fund increase in this program. We therefore recom-
mend deletion of $70,000 from the Exclusion and Detection Program.

Comstock Mealybug Emergency Program

We recommend that the Agricultural Emergency Fund finance
Comstock mealybug emergency efforts during the first half of 1972-73,
and that the department’s budget be accordingly reduced by $588,275.

. The Department of Agriculture began an emergency eradication
program in 1971 against the Comstock mealybug in Tulare County.
The largest economic danger from this pest appears to be to the citrus
industry. Biological control was attempted in the Porterville area after
an infestation was discovered in 1967. Climatic conditions such as
temperature variations were not favorable for such biological control
in that area on a large scale and still do not appear feasible. Following
a more recent outbreak in Tulare County near Lindsay, chemical
control was begun in order to assess its feasibility and to control the
pest until the department could establish an approved state program.
The department hopes to know by the end of 1972 whether it can
develop an eradication program against this pest. ‘

When the outbreak of Comstock mealybug was first discovered, the
department used the “Agricultural Emergency Fund.” This fund con-
tains unrefunded gasoline taxes appropriated to the Department of
Agriculture at the rate of $1,000,000 per year for purposes of emer-
gency detection, eradication or research on agricultural, plant or ani-
mal, pests or diseases, pursuant to Section 224 of the Agricultural Code.
The department currently estimates expenditure of approximately
$500,000-$600,000 from this fund in 1971-72.

The department proposes in the 1972-73 Governor’s Budget to fi-
nance the cost of research and chemical control of the Comstock
mealybug fromthe General Fund at a cost of $88,275. The department
has no program to deal with the pest, but is researching and develop-
ing such a program. The Comstock mealybug still presents an emer-
gency situation within the meaning of Section 224 and therefore
appears to continue to qualify for financing from the Agricultural
Emergency Fund.

The department’s stated policy on expenditures from the Agricul-
tural Emergency Fund reads in part: “The emergency funds should
be used for the period of time required until normal fiscal, budgetary,
administrative and legislative review processes can function. Appro-
priate program and funding decisions can then be made.” The appro-
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priate funding source cannot be determined for the Comstock mealy-
bug until the department has developed a program to combat the
Comstock mealybug either as an eradication or control effort. In order
for the department to develop a program, further emergency work is
needed and that work can be financed from the Agricultural Emer-
gency Fund. Present indications are that there will be sufficient
money in the fund for that purpose. We therefore recommend that
the Agricultural Emergency Fund be used to finance this program
and that the department’s budget be reduced by $88,275.

Predatory Animal Control Program Funding

In the 1971 Supplementary Report of the Committee on Conference
on the Budget Bill the Department of Agriculture was instructed to
work with the livestock and poultry industries in developing industry
funding for 1972-73 of an amount equal to one-half of the state contri-
bution to the cooperative federal, state and county Predatory Animal
Control Program. After we made an inquiry in late November 1971,
the department informed us that mitigating circumstances made com-
pliance with the directives of the Legislature impractical in the 1972—
73 budget year. Reasons given for this noncompliance were that fed-
eral changes in predatory animal control and environmental concerns
made funding .changes unreasonable at this time.

The department has indicated that it foresees revision of the Preda-
tory Animal Control Program in the near future including a decision
on shared funding. We plan to analyze the proposal when it is formal-
ized to assure its compliance with legislative intent. We do not recom-
mend at this time. that the state: contribution ‘to the cooperative
Predatory Animal Control Program for 1972-73 be disapproved by the
Legislature but recommend approval subject to the condition that the
department report to the Legislature as soon as possible on the revised
program and funding approach.

AGRICULTURAL STANDARDS AND INSPECTION SERVICE

The Agricultural Standards and Inspection Service Program is made
up of diverse elements including enforcing standards for agricultural
products, inspecting meat and dairy products for wholesomeness, and
sampling agricultural commodities for pesticide residues. Another sig-
nificant element of this program involves maintaining standards in
agricultural chemicals, and insuring accurate weights, measures and
counts of commodities purchased by the public. This program con-
tains more elements involving protection of the general public than
any other. program of the Department of Agriculture. The overall
budget for this program is $9,137,902 in 1972-73 which is $168,751 or
1.8 percent below the current year. In the budget year the General
Fund contribution to this program is $3,592,175, compared to $3,713,-
796 in the current year. The Agricultural Fund support is increased
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from the current level of $2,562,084 to $3,066,019. The piimary compo-
nent of this increase is in the department’s pesticide work.

PESTICIDE PROGRAM

The Legislature and the public have shown an increasing interest
in the administration of pesticide control statutes by the Department
of Agriculture. This interest has produced substantial changes in stat-
utes which have significantly broadened the scope of present depart-
ment work in registration and use restriction, added new
responsibilities and increased funding. ‘

The pesticide program. of the Department of Agriculture will cost
approximately $843,000 in 1972-73. This is an increase of close to $300,-
000 from the current year. The present program has two major activi-
ties, the pesticide evaluation and registration activity, and the quality
control and sampling activity. Pesticide evaluation and registration in
1972~73 is anticipated to account for approximately 60 percent of ex-
penditures, while quality control is budgeted at about 40 percent.

At the present time economic poisons must be registered by the
California Department of Agriculture before they can be sold in Cali-
fornia. The Director of Agriculture is empowered to place restrictions
on the use, the quantity applied, the area and manner of application,
etc. In addition the director is charged with conducting a continuous
program of evaluation in order to eliminate from use or restrict the
use within the state of any economic. poison which endangers the
agricultural and nonagricultural environment. All previously regis-
tered economic poisons for which annual registration renewal is
sought are to be.reevaluated according to statutory criteria which
include consideration of environmentally adverse effects, benefits
versus costs of a particular chemical, and alternatives which may be
less hazardous. .

Chapter 1276, Statutes of 1971, added new and revised pesticide
regulatory authority. The chapter repealed the present injurious
materials pesticide category and placed all pesticides in one of two
categories, restricted or exempt. Restricted materials are to be deter-
mined by the Director of Agriculture considering (1) danger of im-
pairment of public health, (2) hazards to applicators and farm
workers, (3) hazards to domestic animals (4) hazards to the environ-
ment, (5) hazards generally from the pesticide residues, and (6) haz-
ards to agricultural crops from persistent pesticides. .

Registration Problems:

The present registration workload of the department consists of
approximately 12,000 products which are annually submitted for regis-
tration. The task of applying the previously existing statutory criteria
to this large number of formulations is yet to be accomplished and the
department has not started related work under Chapter 1276. The
present program is not able to evaluate effectively each product at the
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time of annual renewal or to handle the label review. The result is that
many formulations may be sold in California even though the registra-
tion of the material is awaiting corrective action or has not been
processed. ' '

One reason the registration workload is not handled on a timely
basis is because the registration staff spends a large portion of its time
correcting errors in the applications for registration or. requesting
copies of the proposed label. This time-consuming and expensive prac-
tice of correcting errors should be curtailed. It is the responsibility of
the registrant prior to submitting the application to assure that it is
correct. The department now permits itself to be used as a service arm
of the industry which it is to regulate. Much of the time which should
be spent implementing new statutory policies is diverted to perform-
ing a service for the most inefficient registrants of economic poisons.

The registration practices of the department have over the years
reflected the wishes of the industry to use the police powers of the
state to secure quality control and accuracy in its product labeling.
Effective administration of the law requires a belief by the licensees
and registrants that the State Director of Agriculture will do more
than aid the registrants but will enforce the law fully. There is evi-
dence that registrants do not believe that disciplinary action will be
taken against them if they fail to comply with registration regulations
or that no serious penalty will be imposed for the sale or improperly
labeled pesticides. It should also be noted that there should be more
interaction between (1) the registration and identification of misla-
beled products and (2) quality control work, in order to prevent the
sale of mislabeled agricultural chemicals. v

The department has indicated that it plans a reorganization of the
pesticide registration activity. In addition to the registration problems
discussed above, the substantial additional funding now becoming
available from the 8 mill tax enacted last session to finance new posi-
tions will increase the need for better organization. Finally, the work
added by Chapter 1276 should be organized as part of the registration
function.

The department has also been slow to implement its new pesticide
regulatory authority and to hire the staff necessary to meet its respon-
sibilities. One major factor cited for the delays has been pending
federal legislation on pesticide labeling. However, the responsibilities
to be implemented by the department under recent state legislation
deal primarily with the evaluation of pesticides before registration,
not labeling this legislation requires actions relative to nonregistration
or placing appropriate restrictions on use rather than labeling.

Restricting Injurious Pesticide Materials

The department has been charged with some control of injurious
pesticide materials for over 22 years. The control has evolved until
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now it is for the protection of the agricultural industry; the health,
welfare and safety of the people of the state; and the protection of the
environment from misuse or uncontrollable adverse effects of eco-
nomic poisons. During all this time the department has not established
a defined policy for placing chemicals on the restricted list which
limits their use.

The department’s policy approach has traditionally been reaction to
problems identified elsewhere and involves restricting pesticide use
after problems have arisen. The inconsistency of not placing some
chemicals on the injurious materials list, while at the same time plac-
ing on the list chemicals of similar or lower toxicity or hazard demon-
strates that the department has no clear administrative policy for
determining potential dangers of pesticides. There are many pesticide
materials classified as noninjurious which are higher in toxicity and
other hazards that those on the injurious materials list. Unless the
Department of Agriculture changes its present policy relative to inju-
rious agricultural materials, the materials it will classify under Chapter
1276 may continue to be only those which have already caused serious
agricultural problems.

Agricultural Worker Safety

We recommend that the Director of Agriculture (1) locate responsi-
bility to develop a program for farmworker safety in its reorganized
pesticide registration and evaluation program; (2) begin to staff the
pesticide evaluation unit immediately to provide management and
program capability to deal with problems relating to environmental
factors, public health, and worker safety; and (3) coordinate utiliza-

. tion of the department’s pesticide residue testing statf and equipment
with research at the University. of California concerning pesticide
effects on agricultural workers.

Present law declares that the State Department of Agriculture is
among other things, to assure agricultural and pest control workers of
safe working conditions whenever pesticides are present. The Direc-

. tor of Agriculture in determining what restrictions to place on pesti-
cide material is to consider the danger to public health, domestic
animals, and other crops; hazards to the environment, and persistency
of residues in the air, water and soil. He must also consider specifically
the hazards to applicators and farm workers. The director is required
to develop an orderly program for the continuous safety evaluation of
all economic poisons registered.

In evaluating the pesticide regulatory system in California, we have
found work on pesticide regulation conducted as part of three primary
functions: (1) the registration and restriction of the use of pesticides,
(2) licensing of pest control operators; and, under recent legislation,
pest control advisors, and (3) pesticide residue analysis.

Pesticide residue analysis is a $580,000 program in the current year.
It is directed primarily toward analysis and testing. of agricultural
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produce’in wholesale markets in order to detect harmful pesticide
residue levels and prevent such produce from entering trade chan-
nels. In addition the program serves a monitoring function in that its
general sampling of produce maintains a surveillance over the general
level of pesticide residue in agricultural produce. During our evalua-
tion of the department’s efforts to control pesticide residues there
appears still another significant area where the department has yet to
develop an adequate program approach.

Pesticide residues, as well as being a danger to the ultimate con-
sumer of agricultural produce, are a problem of major proportions
among California farmworkers. Very little was known of the magni-
tude of the pesticide problem among farmworkers until recent studies
were conducted, and new illness and injury reporting systems institut-
ed.

The State Department of Public Health—Community Pesticide
Study Unit conducted a comprehensive study of the impact of agricul-
tural pesticides on farmworkers in Tulare County in 1968. The investi-
gation found 146 reports of illness from agricultural chemicals in
Tulare County during the period under study, 79 or 54 percent of
those involving farm laborers. This information was derived from the
doctor’s first report of injury filed under workmen’s compensation.

Validity of Data on Pesticide Accidents

‘In order to assess the validity of data available on pestlclde accidents
from the doctor’s first report of injury, the Department of Public
Health conducted an exhaustive survey of agricultural laborers. The
survey involved questioning workers as to certain symptoms they may
have had during the past year, and which they stated resulted in a visit
to a physician. The symptoms described were those associated with
pesticide injury or poisoning and included nausea, eye and skin irrita-
tion, and chronic headaches. Out of the 1,120 workers interviewed, 279
reported such illness or injury and subsequent visits to physicians. This
converts to a rate of approximately 249 per 1,000 per year, which
contrasts with the rate of 2 per 1,000 reported under the doctor’s first
report of injury.

There are major difficulties associated with validating the type of
data gathered by the Department of Public Health. However, the
difference reported between illness among farmworkers and illness
discovered through the survey of pesticide related illness symptoms,
is so great that it cannot be ignored.

The State Department of Public Health, Bureau of Occupational
Health and Environmental Epidemiology in its report of “Occupa-
tional Disease in California Attributable to Pesticides in 1969,” stated,
“Occupational disease caused by agricultural chemicals is one of the
most important health problems in the state.” The report stated that
the agricultural industry has the highest rate of occupational disease,
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over three times the rate for all industrial divisions. The report went
on to recognize the importance of pesticide residues, especially from
the organophosphorus pesticides on foliage and its apparent role in
pesticide poisoning among farm laborers. Outbreaks of pesticide poi-
soning have reoccured periodically through the years, with the de-
partment citing at least three severe episodes prior to 1970.

A recent University of California study has shown that crops con-
taining pesticide residue considered safe for human consumption may
still cause injuries to fieldworkers who are in prolonged contact with
foliage during harvest. The study found that exposure to some of the
more toxic organophosphorus pesticides can have a cumulative im-
pact which may cause illness even with very low levels of pesticide
residues. Tests showed that even when state regulations relative to
pesticide use and worker safety are complied with, worker health
problems could arise.

Worker Safety Time Intervals

The major effort of the Department of Agriculture in attempting to
comply with legislative intent as to pesticides and farmworker safety
has been the establishment of farmmworker safety time intervals. These
“reentry periods” are intended to provide a margin of safety by pro-

. hibiting workers for a specified period from entering a treated area to
_engage in any activity requiring substantial contact with foliage.
These regulations went into effect on July 30, 1971, and cover citrus,
grapes, peaches and nectarines, for some of the more common and
dangerous agricultural chemicals. The time intervals vary according
to the pesticide involved.

Based on preliminary indications these time intervals may have had
a substantial value in helping to reduce or prevent worker illnesses.
Unfortunately the worker reentry periods which have been estab-
lished are based largely on educated judgment. Reentry periods were
determined using available information on the toxicity and degrada-
tion rate of chemicals, the rate and frequency of application, the form
in which applied, the individual crops, and the degree of worker
exposure. This general information was used in conjunction with past
experience on reported injuries and the few studies available in this
area to set what was hoped would be adequate worker reentry peri-
ods.

The lack of adequate scientific knowledge on which to base the
current reentry periods, or on how the cumulative action of pesticides
on workers affects health, means that worker reentry times can only
be the first step in an effective worker safety program. Due to the
many complex variables affecting this problem, ranging from the
weather, particular crops and chemicals involved, the past exposure
of individuals, etc., not only does the basis for establishing the reentry
periods which now exist need to be strengthened and the periods
themselves extended to other important crops and chemicals, but
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many other program approaches need to be explored.

‘At the present time university scientists have indicated to us that it
is not possible to test an agricultural crop for pesticide residue and
thereafter to declare that the residue level is such that it is safe for
workers to enter. Although residue tolerance limits exist for consump-
tion of agricultural products, pesticide tolerance levels have not been
set on agricultural crops for the protection of workers.

The Community Pesticide Study Unit-of the State Department of
Public Health, the Department of Industrial Relations, the University
of California, and the Department of Agriculture (with the aid of its
Pesticide Advisory Committee) have all been engaged to some extent

- in pesticide and agricultural worker health problems. It is obvious that
more remains to be done to insure safe working conditions for agricul-
tural workers.

The University of California, in cooperation with the Department
of Public Health should continue studies on the complex factors in-
volved in the pesticide hazard to farmworkers. Some federal funds are
now available for this purpose. The Department of Agriculture and
the Department of Industrial Relations should cooperate in develop-
ing regulations and enforcing these regulations to implement the find-
ings of the University of California and Department of Public Health
relative to farmworker safety. Members of the above-named organiza-
tions are now represented on the Pesticide Advisory Committee of the
Director of Agriculture.

In carrying out its duty to assure safe agricultural working condi-
tions and to consider hazards to farm workers when determining
pesticide restrictions, the Department of Agriculture must provide
among other things, an adequate system of accident investigation and
some means of ensuring that harmful pesticides are not present in
crops to be harvested. The University of California has aided ‘the
department in the past in these general areas by providing technical
expertise and conducting tésts on pesticides and workers.

We recommend that the Director of Agriculture (1) locate the
resonsibility for developing a program of farmworker safety in its
reorganized pesticide registration and evaluation effort; (2) begin to
staff the pesticide evaluation unit immediately to provide manage-
ment and program capability in the areas of environmental, public
health, and worker safety problems; and (3) coordinate utilization of
the department’s pesticide residue testing staff and equipment with
research at the University of Cahforma concerning pesticide effects on
agricultural workers.

Citation Program for Pestlcnde Quality Control

We recommend that the Department of Agriculture zmplement a
cztatzon program in the 1972-73 budget year for violations of pesticide
‘quality” standards.
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In our analysis of the 1971-72 Governor’s Budget we recommended
that the department study the feasibility of instituting a citation pro-
gram to enforce pesticide quality control standards and pesticide use
regulations. We pointed out that the department’s pesticide quality
control activity (sampling of pesticide products) had not resulted in
many prosecutions or in serious monetary penalties for those violating
the quality or labeling requirements. In most cases the only penalty
the manufacturer of a deficient chemical suffered was the removal of
the chemical from sale to be returned to the factory for reformulation
or relabeling. In many cases due to the time lag between testing the
chemicals for compliance and removal from sale, the pesticide was
already sold. Stronger enforcement seemed necessary to bring about
adequate compliance with the law.

In addition, we pointed out that the prosecution of pest control
operators or farmer applicators for pesticide misuse is a very cumber-
some process. The general enforcement procedures which involve an
administrative hearing or prosecution by the local district attorney are
often time consuming and unproductive. The procedures are so un-
wieldy as not to ericourage frequent use. The Legislature accepted our
recommendation that the Department of Agriculture study the merits
of expediting enforcement by issuing citations in pesticide quality
control and pesticide use regulation.

The Department of Agriculture has now reported on its study of the
feasibility of using a citation procedure in pesticide use regulation
which is largely a county responsibility. The department has indicated
that county commissioners of Lake, Glenn, and Contra Costa Counties
now use citations to a limited extent for county enforcement work.
The department intends to begin a pilot citation program in Fresno
County in 1972-73 to work out the problems of implementing the
citation system throughout the state in pesticide use regulation.

The department has not reported at this time on the feasibility of
the citation procedure in pesticide quality control. However, we be-
lieve that sufficient study has been done in the department to warrant
implementation of a citation system. Institution of a citation proce-
dure in the quality control activity of the Department of Agriculture
has fewer complications than statewide implementation of a citation
system involving county agricultural commissioners, and could pro-
vide a nucleus of trained state personnel to subsequently assist in
supervising expansion of pesticide use citations. We therefore recom-
mend in order to avoid further delay that the Department of Agricul-
ture implement a citation program for violation of pesticide quality
standards in the 1972-73 budget year.

Agricultural Marketing Services

The objéctives of this program are to assist and protect agricultural
producers and handlers and the consuming public by providing regu-
latory, informational, and other marketing services. The total depart-
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DEPARTMENT OF AGRICULTURE—Continued

mental expenditure in 1972-73 for agricultural marketing services is
budgeted at $5,999,770, which is $116,135 or 2.0 percent above the
current year. This consists of $1,467,981 from the General Fund, and
$4,443,689 from the Agricultural Fund.

Market News

We recommend that $100,000 be deleted from the Market News
program to stimulate efficiencies and economies.

The Department of Agriculture was instructed in the Supplemen-
tary Report of the Committee on Conference to the 1971 Budget Bill
to work with the agricultural industry in developing as soon as possible
an equitable means for industry financing of a substantial contribution
to the Market News program. The department was to report to the
Legislature by December 1, 1971. Submittal of a report at that time
would have allowed time for study of the report by all interested
parties in preparation of the 1972-73 budget.

The department, however, submitted a report to the Leglslature on
January 11, 1972, about one and one-half months late. The report
contained no recommended means of assessing industry for a financial
contribution to the present program, it contained no statement rela-
tive to a proposed “reasonable” share of present program costs to be
funded by industry, it did not study and evaluate cost-sharing experi-
ence in other states and federal sharing of program costs in those
states, and it contained no timetables for implementation of future
industry funding. The response in this report to the legislative direc-
tive is merely that new programs to provide “special” news services
requested by segments of the industry should be at least partially
industry funded. This suggested approach may be inequitable in that
groups benefiting from extended services in the past would not be
required to help defray those added program costs. Commodity
groups with new problems or commodities expanding in importance
and desiring some market news coverage would presumably have to
pay a substantial part of the cost of their market news coverage.

A significant contribution made by the Marketing Information Ad-
visory Committee which was formed to aid the department in study-
ing market news, was the recognition that “some joint
industry-USDA-CDA financing method (for market news) could pro-
vide a means to insure unbiased marketing information for the benefit
of all interested individuals and groups.” The advisory committee did
feel, however, that industry operation of marketing program would
put industry in a position to control marketing information. We be-
lieve there is no danger of industry controlling marketing information
-under the shared funding approach suggested in the past by this office.
We recommended that the Market News program continue to be
administered by the State of California, but with substantial industry
support. .
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In its report the department indicated that it has demanded that the
industry provide funds for this program. Industnes response has been
minimal. In the current year the department éxpects about $250 from
the Lodi grape industry and about $500 for special postage expense
from other groups.

The State Department of Agrlculture believes that there are econo-
mies and efficiencies possible in the federal-state organizational
framework for this program in California. The latest available informa-
tion also shows that California pays a higher portion of market news
costs than other states. This condition may imply a higher proportion
of local rather than interstate service being provided in California as
a General Fund cost than in other states. In order to stimulate econo-
mies and efficiencies in the program we recommend at this time that
the Department of Agriculture budget for the Market News program
be reduced by about 10 percent or $100,000 in 1972-73. This reduction
should be feasible with no reduction in essential services by: (1) secur-
ing industry funding through a means as yet to be determined by the
department; (2) increased federal contributions or improved organi-
zation for the California program; (3) efficiencies derived through
consolidation of commodity offices and further federal integration;
and/or (4) reduction in the level of low priority service in the present
program. :

Financial Supervision of Local Fairs

The Department of Agriculture maintains a Division of Fairs and
Expositions which has as its objectives (1) providing assistance to fairs
to upgrade services and exhibits and (2) keeping services and exhibits
responsive to changing conditions in the state. In addition, the division
is to assist the fairs in decreasing the need for financial assistance from
the state by increasing their income from existing revenues and deve-
loping new revenues. The division’s staff allocates state funds and
accounts for these funds as well as funds generated locally, which are
used for support and construction of the 76 local fairs. In addition, the
division’s staff directly assist managers from the various fairs to per-
form planning, accounting, exhibiting, construction and maintenance
work.

In the proposed budget there is an increase of $31,000 to finance two
audit positions to provide surveillance of the 76 fairs under the super-
vision of the Division of Fairs and Exposition. In addition there is
$16,000 allocated for a study of concession and rental rates at fairs. The
department informs us that the results of this study will be used to
establish uniform procedures to maximize the income of fairs. The
study will also be used to establish minimum rates to be charged by
the individual fairs and the minimum standards of performance to be
required.
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DEPARTMENT OF AGRICULTURE—Continued

ADMINISTRATIVE SUPPORTING SERVICES

Total department expenditures proposed for administration, ex-
cluding certain direct reimbursements not shown in the Governor’s
Budget are $1,380,860 in the budget year. These costs are all either
allocated to other departmental programs or reimbursed from trust
funds, other departments, or continuing appropriations.

The department’s administrative support program is composed of
seven elements. These elements are: (1) executive—$602,750; (2) in-
formation—$49,608; (3) fiscal—$417,371; (4) personnel—$§152,073; (5)
office services—$138,290; and (6) data processing and MTST word
processing (telephone dictating system)—$20,768. The largest
proposed increases are in the executive function which has a 10.4
percent increase and in fiscal services which has an 11.5 percent in-
crease. These increases are about double the rate of increase of the
department’s total budget.

Department of Agriculture

Item 88 from the Agriculture

Fund Budget p. 51 Program p. 187
Requested 1972-T3.......cvrrnencennrennininnnsrersrerererensiesesnssnes $7,863,527
Appropriated for 1971-72.......c.ccovvmnnnnirrrennieneeseranens 7,100,232
Appropriated for 1970-T1.......c.ccc.ovvrvmnnineiesereeensonnens 12,159,098

Requested increase $763,295 (10.7 percent)

Total recommended reduction ........ovveeeennnccciniennnns None

ANALYSIS AND RECOMMENDATIONS

We recommend approval. '

This item appropriates from the Department of Agriculture Fund
that portion of the department’s budget requested by or benefiting
particular groups. The fund is composed of fees and assessments
derived from a variety of industry sources. Discussion of the programs
which are fully or partially financed by the Agnculture Fund is under
Item 87 of the analysis.
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Department of Agriculture
Division of Fair and Expositions

Item 89 from the Fair and Ex-

- position Fund Budget p. 52 - Program p. 205
Requested 1972-T3.......cccoviimnnnrencrieiennieeneesesenensesessesssens "~ $256,701
Estimated 197172 ...t cesiessereereeeeee et 205.585
Actual 1970=T1 .ot e 181,688
Requested increase $51,116 (25 percent) o
Total recommended reduction .............cccevevveeeesiea e None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.-

The Division of Fair and Expositions derives its support through the
operation of Section 19621, Business and Professions Code, which pro-
vides for an annual appropriation from the Fair and Exposition Fund
to the division for the cost of supervising local fairs.

This item is discussed under Item 87, the General Fund support
appropriation to the Department of Agriculture.

Salaries of County Agricultural Commissioners

Item 90 from the General

Fund » ’ Budget p. L-12 Program p. 205

Requested 1972-T3......ccccvimrnrrniencnenennns e —————— $171,600

" Estimated 1971-T2 ... rnreereeresreresessiesrens e ssessensens 171,600

AcCtual 1970=T1 ..ot e ee 167,675
Requested increase-—None

Total recommended reduction ...........eeeeeeennireeeennnn. None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item appropriates funds in accordance with Sections 2221-2224
of the Agricultural Code, which provide for cost-sharing agreements
on agricultural commissioners’ salaries in order to provide adequate
and uniform enforcement of applicable agricultural code provisions.
This appropriation makes available, through agreement between the
Director of Agriculture and any county board of supervisors, a sum not
to exceed $3,300 per year or two-thirds of the salary of each commis-
sioner, whichever is less. Fifty-two counties are participating in this
program.
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Assistance to Cities and Counties for Land Under Contract

Item 91 from the General

Fund Budget p. L-12 Program p. 205
Requested 1972-T3 ..ot seene $38,446
Estimated 197172 ..c.oeoeiierieceeeesrenesereeeseetssesresseeeesevensanen 446
Actual 1970-=T1 ....cooeeeeeereeeeee et erre s s 446

Requested increase $38,000
Total recommended reduction .........ccocovvviveereieveneeeenns $38,000

AANALYSIS AND RECOMMENDATIONS
We recommend reducing the item by $38,000

The California Land Conservation Act (Chapter 1443, Statutes of
1965) provided that owners of prime agricultural land, and other lands
compatible with agricultural uses, may enter into 10-year contracts
with cities and counties for the establishment of agricultural preserves
to restrict the use of such land to agricultural purposes. The act also
provided for an annual payment by the state to counties of $1 per acre
for land under the contract with cities and counties.

In 1969, the act was amended to eliminate the $1 per acre payment.
A previously existing $1 per acre payment of $446 for one contract in
Fresno County has been funded yearly. The Department of Agricul-
ture is attempting to eliminate the payment for this contract. Litiga-
tion in Kern County involving the $1 per acre payment is in progress.
The budget includes $38,000 for a possible settlement of this litigation.
It is not customary to fund a settlement prior to determination of the
amount on the basis for the settlement. The amount of $38,000 should
be removed from the item and funded after a settlement is reached.
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Items 92-93 DISASTER SERVICE WORKERS

Department of Agriculture
DISTRICT FAIRS

Item 92 from the Fair and Ex-

position Fund _ Budget p. 54 Program p. 214
Requested 1972-73 for transfer to General Fund .............. $130,000
Estimated 1971-72 ........... e ettereeterteaea bt e e e rateebbens e besarenaaerbeans 130,000
ACTUAl 1970=T1 ..oriiriiieii ettt ettt e et ese e sessseen 130,000
Total recommended reduction ........vvvvcrecrniieennnnn, None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item reappropriates $130,000 from the Fair and Exposition
Fund in the budget year for transfer to the General Fund. This
amount is a portion of the annual appropriation from horseracing
revenues to the Fair and Exposition Fund for the support of district
and county fairs. The $130,000 is allocated annually for one fair that
does not qualify for financial support and another fair that no longer
exists. This reappropriation is consistent with action taken by the
Legislature in the current and past fiscal years.

Office of Emergency Services

WORKMEN'S COMPENSATION FOR DISASTER
SERVICE WORKERS

Item 93 from the General

Fund Budget p. L-13 Program p. 327
Requested 1972-T3........corivnnnnnires e sessasesesns $88,600
Estimated 197172 ....curiiniereniereeeerevesseneesse s ssssessnens 110,000
ActUal 1970-T1 ..ottt e ers s 98,882

Requested decrease $21,400 (19.4 percent)

Total recommended reduction .........ccoceeeevrecvenreeeinenen. None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Community disaster services are usually performed by volunteer
personnel who do not receive regular compensation. In recognition of
the risks and hazards of such work, the state first accepted responsibili-
ty in 1943 to compensate such workers for injuries or deaths occurring
in the line of duty. This is covered under the Labor Code.

The state appropriates annually for injury and death compensations
based on estimates made by the State Compensation Insurance Fund
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CONSUMER AFFAIRS : Items 94-128

which handles the service. The amount fluctuates in accordance with
the volume of services and activities which usually reflect both exer-
cises and actual emergencies such as fire and flood incidents or earth-
quakes. Past experience has indicated that the estimates made by the
State Compensation Insurance Services have been quite realistic.

Agriculture and Services Agency
DEPARTMENT OF CONSUMER AFFAIRS

Items 94-128 from Various

Funds Budget pd55 Program p. 218
Requested 1972-T3.........ccccuvcrrmeeerrereeeereeeseenssesseeeressessessereennas $13,481,037
Estimated 1971-72 .......cccccorvrvrnerreneerersiinens ettt be s 13,127,297
Actual 1970=T1 oottt b s 11,260,071

Requested increase $353,740 (2.7 percent)

Total recommended reduction .............icconernenen. $5,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Board of Barber Examiners. Reduce $5,000. Recom- 238
mend reduction of overstated budget.

2. Public Membership. Recommend legislation to increase 247
public membership on the department’s constituent
agencies.

3. Departmental Funding. Recommend legislation to abol- 248
ish all special funds and establish new Department of
Consumer Affairs composite special fund or, alterna-
tively, to place revenue in the General Fund.

4. Consolidation of Agencies. Recommend legislation to 248
combine the following paired constituent agencies: (a)
the Board of Nursing Education and Nurse Registration
and the Board of Vocational Nurse and Psychiatric
Technician Examiners; (b) the Board of Barber Exam-
iners and the Board of Cosmetology; (c¢) the Bureau of

. Employment Agencies and the Nurses’ Registry.

GENERAL PROGRAM STATEMENT

The former Department of Professional and Vocational Standards
was renamed the Department of Consumer Affairs by the Governor’s
Reorganization Plan No. 2 of 1970. The Consumer Affairs Act (Chap-
ter 1394, Statutes of 1970, operative July 1, 1971) defined objectives
and authorized activities which significantly broadened the depart-
ment’s responsibility and functions in the field of consumer affairs.
Chapter 1399, Statutes of 1970, created within the department a Divi-
sion of Consumer Services, which replaced the former Division of
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Consumer Affairs. This division was designated as the administrative
unit responsible for receiving, reviewing and acting upon consumer
complaints not assignable to a specific departmental regulatory
agency. Under the provision of Chapter 114, Statutes of 1971, the
Director of the Department of Consumer Affairs is permitted to dele-
gate his duties and powers to the Chief of the Division of Consumer
Services.

Departmental Organization

The department is headed by a director appointed by the Governor
and serving at his pleasure. Subject to such authority as is conferred
upon the director.by specific statute, each of the 32 constituent agen-
cies within the department conducts its own statutory program. For
purposes of administrative and budgeting convenience, the depart-
ment has grouped its constituent agencies into the following function-
ally related program groups:

1. Healing arts

2. Fiduciary

3. Design and construction

4. Business and sanitation

5. Consumer services

In addition to these program groups, there is an administrative
program, the cost of which is distributed pro rata to each constituent
agency. While each agency maintains a semi-independent status, the
departmental administration division provides such centralized serv-
ices as accounting, budgeting, personnel management, internal audit-
ing, and legal assistance. The department’s Division of Investigation
provides investigative and inspection services for constituent agen-
cies. Electronic data processing services are secured under contract
from the Board of Equalization. The administrative division manages
the Sacramento headquarters bu1ld1ng and malntalns offices in San
Francisco and Los Angeles.

Each program element or individual agency has the statutory objec-
tive of regulating an occupational group for the purpose of protecting
the general public against incompetency.or fraudulent practices. Each
agency seeks to accomplish its objective through two types of activity
—licensing and enforcement of laws, rules, and regulations. Licensing
may involve a variety of activities such as the establishment of curric-
ula, school accreditation, and required experience periods; examina-
tion, issuance and renewal of licenses or certificates; or a registration
procedure. Law enforcement or compliance consists of procedures to
insure that licensees obey laws, rules and regulations governing busi-
ness or professional conduct. Compliance activity involves inspec-
tions, investigations, administrative hearings (before an officer of the
Office of Administrative Procedure) or court proceedings where the
act being enforced so provides.
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DEPARTMENT OF CONSUMER AFFAIRS—Continued

Healing Arts Group to Be Transferred

The Governor’s Reorganization Plan No. 1 of 1970, whose effective
date was rescheduled by Chapter 1217, Statutes of 1971, for July 1, 1973,
provides for the establishment of a State Department of Health for the
purpose of consolidating the health care services presently adminis-
tered by the Departments of Mental Hygiene, Public Health, Health
Care Services, Social Welfare, and Rehabilitation. One provision of the
plan provides for transferring to the new department 10 of the 12
boards now comprising the healing arts program within the Depart-
ment of Consumer Affairs. The Board of Guide Dogs for the Blind and
the new Board of Examiners for Nursing Home Administration are the
two exceptions. The healing arts program represents a substantial
portion of the department’s support requirements as shown in Table
1.

Table 1

Staffing and Cost Data for Healing Arts Group Affected by
Reorganization Plan No. 1 of 1970

Actual Estimated  Estimated
Detail 1970-71 1971-72 1972-73
Man-years 103.5 1274 1285
Cost $3,493,842 $4,209,641  $4,295,875

New Bureau of Automotive Repair

Chapter 1578, Statutes of 1971 (operative July 1, 1972), cited as the
Automotive Repair Act, creates a Bureau of Automotive Repair within
the Department of Consumer Affairs. This bureau, consisting of a
nine-member advisory board and a chief appointed by the Governor,
will be responsible for registering, licensing and regulating automo-
tive repair dealers, lamp and brake adjustment stations, and pollution
control device installation and inspection stations. The bureau’s duties
include (1) investigating complaints relative to automotive repairs,
(2) initiating investigations into the practices of automotive repair
dealers, (3) making recommendations with respect to policies, prac-
tices, and functions necessary for the protection of the consuming
public, (4) “suggesting measures that would compensate the con-
sumner for any damages suffered as a result of an alleged violation,” and
(5) enforcing, through administrative and civil penalties, the provi-
sions of Chapter 1578.

The cost of the bureau, which is not included in this budget proposal
due to the late passage of Chapter 1578, is estimated at approximately
$1.6 million for 1972-73. The bureau will be supported by the Automo-
bile Dealers’ Repair Fund which will generate its revenue through
registration and license fees.
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DEPARTMENT OF CONSUMER AFFAIRS—Continued

trade and consumer organizations; and developed consumer protec-
tion and counseling programs in disadvantaged areas. '

In the first 10 months of 1971, the division received a total of 2,171
complaints covering such matters as false and misleading advertising,
automobile servicing, credit, mail-order houses, and subscriptions.
Each complaint is recorded by the division and referred to the affect-
ed public or private entity, generally with a request that the division
be advised of the action taken. Other followup procedures involve
further correspondence with the complainant and/or business estab-
lishment to ascertain whether the problem has been resolved. The
division advises that on the basis of its followup activities to date, 954
of the 2,171 complaints mentioned above have been adjusted satisfac-
torily.

Table 2, showing staffing and operating costs for the administrative
program, reflects the additional positions proposed for the Division of
Consumer Services.

Table 2
. Departmental Administration, Staffing and Cost Data
Actual Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Man-years . 184.5 212.5 218
Cost (pro rated) . $3,672,863 $4,464,213  $4,478.240

\

ANALYSIS AND RECOMMENDATIONS

With the exception of the Board of Barber Examiners, we recom-
mend approval of the departmental administration and agency
budget requests.

The net total budget request for the administrative costs of the
department and its constituent agencies is $13,481,037, which is $353,-
740 or 2.7 percent above estimated net expenditures for the current
year. Reimbursements, estimated at $551,800, produce a total expendi-
ture program of $14,032,837. Due to the department’s recent organiza-
tional changes and the failure to include in the budget request the cost
of certain legislation which was enacted late in the 1971 Regular Ses-
sion, it is difficult to draw meaningful comparisons between current
and proposed expenditure levels. Generally, however, the. depart-
mental and individual agency budget requests propose maintenance
of the present level of service.

Listed in budget item sequence below are selected workload statis-
tics and summaries of the funding requests (excluding reimburse-
ments) of the department’s various boards, commissions and bureaus.
In a number of instances, we comment on recent legislation or ad-
ministrative proposals which affect agency programs or operatlng
procedures.
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Departmental Funding

Two departmental agencies, the Athletic Commission and the
Board of Guide Dogs for the Blind, are wholly supported by the Gen-
eral Fund, but each of the remaining agencies, except for the Division
of Consumer Services, is supported by one or more special funds. The
department advises that the Division of Consumer Services, which
received a General Fund appropriation of $100 in the 1971 Budget Act,
has been placed under departmental administration where its costs,
estimated at approximately $85,000 in 1971-72, are distributed pro rata
to each constituent agency in the department. As discussed below, this
same organizational and funding arrangement, with estimated costs of
$131,000, is proposed for continuation in the budget year as a means
of providing support for the division’s consumer affairs activities.

Division of Consumer Services Transferred to Administrative Program

The department is engaged in a two-phase restructuring of its ad-
ministrative program to facilitate compliance with the provisions of
the Consumer Affairs Act. Under the first phase, which was completed
in November 1971, the Division of Consumer Services was placed, as
noted above, in the administrative program with the division chief
and deputy chief (position now vacant) reporting directly to the di-
rector. Previously, the chief of this division also served in the joint
capacity as Chief of the Bureau of Furniture and Bedding Inspection
with his costs as the Chief of the Division of Consumer Services being
pro rated between the Bureau of Employment agencies and the Bu~
reau of Repair Services.

The second phase, to become effective in January 1972, will consist
of adding administratively a net total of 10.5 new positions to the staff
of the division. These positions, plus an additional 5.5 positions, are
proposed for continuation in the budget year for a net total of 16 new
positions: 1 division chief, 1 deputy chief, 3 administrative analysts, 2
field representatives, and 9 clerical positions: The administrative ana-
lysts will provide research and analysis, consumer education, public
information, and review legislation affecting consumers. The field
representatives will identify and report on unfair or deceptive busi-
ness practices relating to consumers, and the clerk-typist and tempo-
rary help positions will provide support for handling complaints,
correspondence, and preparation of reports. The department states
that these clerical positions may also be used to assist with the clerical
workload in other elements of departmental administration.

Since its inception, the Division of Consumer Services has assumed
a major portion of the Department of Consumer Affairs’ consumer
protection responsibilities, including the processing of consumer com-
plaints and requests for information, compiling data and statistics,
furnishing reports, and coordinating consumer protection activities
with other consumer agencies. The division has also prepared con-
sumer resource materials; established resource contacts with business,
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Board of Accountancy

Item 94 (Special Fund) ' Actual FEstimated - Proposed
Detail . 1970-71 . 1971-72 1972-73
Licensees . 27,268 27,250 27,200
Examinations 5804 6,300 6,500
Complaints 289 475 475
Man-years 9.8 10.8 118
Cost $367,877 $418911  $458,746

The proposed budget reflects the addition of a clerical position to
handle workload arising from increased examination and license
renewal activity. The department states that the number of licensees
does not fully reflect workload due to the fact that the number of
licensed certified public accountants is increasing while the number
of licensed public accountants (a category for which new licenses are
no longer available) is decreasing. The net result is a relatively con-
stant licensee figure with an increase in licensing workload.

Board of Architectural Examiners.

Item 95 (Special Fund) :
Actual - Estimated  Proposed

Detarl 1970-71 1971-72 1972-73
Licensees:
Architects . 6,245 6,500 6,600
Building designers 1,160 1,160 1,160
Complaints 108 150 175
Man-years 5 6.3 6.3
Cost $126,314 $148,849  $146,960
Athletic Commission
Item 96 General Fund
Actual Estimated  Proposed
Detail C1970-71 1971-72 1972-73
Licensees 3,582 3,700 3,760
Complaints 823 840 850
Inspections/Investigations 4,111 49286 - . 4,396
Man-years 114 109 129
Cost ’ $166,878 $179,800  $195,100
Revenue (General Fund) $401,369 $260,621  $310,000
(Net General Fund) " $234,491 $80,821  $114,900

Chapter 1233, Statutes of 1971, requires that a permit be secured
from the State Athletic Commission in order to charge or receive an
admission fee for exhibiting a telecast of any live boxing or sparring
match or wrestling exhibition viewed in California. It also requires
that a member of the commission attend such performances or exhibi-
tions to observe the computation of the number of tickets issued or
sold and the determination of gross receipts. The measure appropriat-
ed $40,000 from the General Fund to the State Athletic Commission
to implement its provisions. The budget request reflects the addition
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DEPARTMENT OF CONSUMER AFFAIRS—Continued

of one athletic inspector and one clerical position in the budget year
for the commission to carry out its responsibilities under Chapter 1233.

Board of Barber Examiners

Item 97 (Special Fund)

Actual Estimated  Proposed
- Detail ) 1970-71 1971-72 ~ 1972-73
Licensees 39,423 39,500 39,600
Examinations 2,259 2,300 2,400
Complaints 241 260 275
Inspections 16,685 17,000 17,000
Man-years 10.0 11.2 11.2
Cost $394,561 $462,335  $474,857

We recommend that the Board of Barber Examiners’ proposed
budget be reduced by $5,000. Chapter 1067, Statutes of 1971, provides
for the administering of licensing examinations by civil service person-
nel rather than by members of the Board of Barber Examiners and
provides that members of the board shall receive per diem compensa-
tion and expenses instead of salaries. The department has estimated
that the measure will produce a net annual saving of $5,000 by elimi-
nating salaries for board members and employing part-time examin-
ers. We understand that, due to the late passage of Chapter 1067, the
board’s workload data and budget request do not reflect its provisions
and, accordingly, the budget request is overstated by $5,000.

Board of Behavioral Science Examiners

Item 98 (Special Fund)

Actual Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Licensees 10,010 10,300 10,400
Examinations 615 ] 700 700
Complaints 200 175 100
Investigations 13 145 45
Man-years 35 6.5 6.5
Cost $90,128 $135,505  $135,178

During fiscal year 1971-72, the board conducted an extensive survey
of marriage, family and child counselors to determine the extent to
which these practitioners were meeting licensing requirements. The
survey, which led to the investigations reflected in the 1971-72 data,
revealed that a number of practitioners were not licensed. The board
advises that legal action will be taken against certain of these nonlic-
ensed counselors. :

Cemetery Board

Item 99 (Special Fund) :
 Actual Estimated . Proposed

Detail ) 1970-71 1971-72 1972-73
Licensees 1,746 1,800 1,875
Examinations 456 495 525
Complaints 64 75 80
Investigations/Inspections 37 382 384
Man-years 4] 44 44
Cost $80,057 $81,829 $85,407
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Board of Chiropractic Examiners

Item 100 (Special Fund)

Actual

Detail 1970-71
Licensees 4,396
Examinations 164
Investigations 109
Man-years 3
Cost $101,173

Bureau of Collection and Investigative Services

Items 101 and 102 (Two Special Funds)

Actual
Detail 1970-71
Collection Agency Program
Licensees 6,377
Complaints ‘ 654
Man-years 99
Cost $190,789
Private Investigator and
Adjuster Program
Licensees 2,351
Complaints 94
Man-years 33
Cost $96,743
Contractors’ State License Board
Item 103 (Special Fund)
Actual
Detail 1970-71
Licensees 91,576
Examinations 4,364
Complaints 19,902
Investigations/Inspections 18,023
Cases referred to disciplinary action...........coee 1,022
Man-years 150.4
Cost $2,617,747
Board of Cosmetology
Item 104 (Special Fund)
: Actual
Detail 1970-71
Licensees 162,596
Examinations . 10,657
Investigations 1,190
Complaints 756
Man-years 25.3
Cost $800,523

10-—82626 -~ 939
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Estimated
1971-72

$114,214

Estimated
1971-72

3,500
650

113
$208,518

2,250
120

34
$111,378

Estimated
1971-72

90,000
4,500
20,100
18,200
1,025
159.5
$2,819,846

Estimated
1971-72
175,000
11,000
1,400
800
29.3
$876,304

Proposed
1972-73
4,475
150
100
32
8115,177

Proposed
1972-73

4,000
650

11
$209,310

2,450
120

32
$106,212

Proposed
1972-73

92,000
4,500
20,300
18,400
1,025
159.5
$2,876,688

Proposed
1972-73
185,000

11,000
1,400
800

305
$938,187
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DEPARTMENT OF CONSUMER AFFAIRS—Continued

The Board of Cosmetology proposes an increase of $61,833 (7 per-
cent over estimated current-year expenditures) for additional EDP
services, temporary help, printing, postage and other miscellaneous
costs necessary to meet extra workload in the budget year, which is
a renewal year for the biennial licenses.

Board of Dental Examiners

Item 105 (Special Fund)
Actual Estimated  Proposed.

Detail 1970-71 1971-72 1972-73
Licensees (all classes) 19,363 21,285 21,267
Radiation Safety Certificates - 25,000 36,000
Examinations 1,984 29,420 16,195
Complaints 420 450 500
Investigations 111 115 120
Man-years 72 111 112
Cost $260,294 $327,044  $339,446

The $12,000 increase in budget request for the Board of Dental
Examiners reflects the enactment of Chapter 1011, Statutes of 1971,
which provides for a 10-member examining committee, appointed by
the board, to assist in the examination of applicants and perform vari-
ous other duties assigned by the board.

Board of Dry Cleaners

Item 106 (Special Fund)

Actual ~ Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Licensees 16,597 17,500 18,500
Examinations 749 800 900
Complaints 1,800 1,800 1,800
Investigations 10,323 10,400 10,400
Suspensions/Revocations 32 40 45
Man-years 78 88 86
Cost $280,727 $324,366  $328,379

The Governor’s Reorganization Plan No. 2 of 1971 proposed the
abolition of the Board of Dry Cleaners and the transfer of its functions
to the Office of the State Fire Marshal. Accordingly, the Governor’s
1971-72 budget proposal contained $40,000 for the Board of Dry Clean-
ers to provide for an orderly transfer of its programs. The Governor
eliminated a legislative augmentation of $278,970, which would have
restored the board’s original support level. When the provisions for
transferring this agency’s function to the Office of the State Fire Mar-
shal failed to be enacted, the administration augmented the board’s
budget by $278,970 through an emergency authorization, thus provid-
ing an authorized expenditure level of $318,970.
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We are advised by the Department of Consumer Affairs that the
board’s 1971-72 cost estimate, as reported in the budget, is erroneous
and should be $318,970 instead of the $324,366 shown. Accordingly, the
proposed budget for the Board of Dry Cleaners is an increase of $9,409
or 2.9 percent over current-year expenditures.

Bureau of Employment Agencies
Item 107 (Special Fund)

Actual Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Licensees 1,513 1,600 1,825
Examinations 352 400 450
Complaints 967 1,100 1,200
Inspections/Investigations 618 425 450
Man-years 48 8 7.5
Cost . $201,674 $248,580 $254,886
Board of Funeral Directors and Embalmers
Item 108 (Special Fund) .
Actual Estimated  Proposed
‘Detail 1970-71 1971-72 1972-73
Licensees 4,622 4,700 4,700
Complaints 127 105 135
Inspections/Investigations 1,950 3,150 3,175
Man-years 54 6.5 6.5
Cost $104,615 $115,994 $122,675
Bureau of Furniture and Bedding Inspection
Item 109 (Special Fund)
Actual Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Licensees 20,856 22,856 21,000
Complaints 1,578 1,600 1,650
Inspections/Investigations 11,609 12,000 12,000
Samples analyzed 2472 2,500 2,500
Action taken as a result of
sample analysis:
Finished Articles:
Articles destroyed 2,613 2,631 2,640
Articles relabeled 3,621 3,640 3,655
Articles returned to manufacturer ..........ocoennen. 2,859 2,900 - 2900
Articles ordered sterilized 4978 4,988 4,989
Bulk Materials:
Relabeled/returned to manufacturer
(pounds) 35,895 36,000 36,000
Man-years 139 C 146 146
Cost $429416 = $482,885 $488,212

Chapter 881, Statutes of 1971, placed water beds under the regula-
tion of the State Bureau of Furniture and Bedding Inspection but, due
to the late passage of this measure, the budget request does not reflect
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Items 94-128

its fiscal impact. The department has estimated that initial one-time
costs for temporary help and special equipment necessary for inspec-
tions and the establishment of safety standards might exceed $10,000.
It is anticipated that most of this cost will probably occur in the current
year. However, the new -function could increase budget-year costs

above! the proposed expenditure level.

Board;bf Registration for Geologists
Item 110 (Special Fund)

i Actual
! Detail 1970-71
Licerisees ... : ‘3,814
Man'years : . 21
Cost $50,108 °
State Board of Guide Dogs for the Blind
Item 111 General Fund
Actual
Detail 1970-71
Licensees 20
Man-years . . -
Cost $2,191
Board of Landscape Architects
Item 112 (Special Fund)
. Actual
Detail 1970-71
Licensees 845
' Complaints 14
Investigations . 10 -
Man-years . 08
Cost . $32,534

Board of Mediical Examiners

Items 113, 114 and 115 (Thfee Special Funds)

Actual
Detail 1970-71
Licensees: .
Medical Practice Act w 65,128
Psychology Certification Act. 3,075
Licensed Physical Therapists 4,182

Corporations 2,685
Hearing Aid Dispensers —
Physicians’ Assistants .

Psychology assistants 233
Complaints v 1,083
Investigations 1,255
Suspensions/ Revocations - 17
Criminal Convictions 36
Man-years 22.7
Cost (all funds) $1,082,018

21 v 6 420 242

Estimated
1971-72
3,844
1.7
$51,194

Estimated
1971-72
23
0.1
$2,600

Estimated
1971-72
890
35

35.
1

837629

Estimated
1971-72

72,752
3,200

$1,357,076

Proposed
1972-73

3,874

. 1.7 e

$50,011

Proposed
197273
25« .
0r -
$2,670

Proposed
1972-73
920

Propbsed
1972-73

73,762
3,300
5,000
5,050
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Legislation enacted in the 1971 Regular Session affecting this board
or its constituent committees included: (1) Chapter 838 which in-
creased the license fee structure and revised the administrative func-
tions of the Physical Therapy Examining Committee, (2) Chapter
1498, which appropriated $125,000 from the Board of Medical Examin-
ers’ Contingent Fund to the Board of Medical Examiners’ for curricula
evaluations, (3) Chapter 113, which permits U.S. citizens who gradu-
ate from four-year medical schools in Mexico to take the same written
examination as prescribed for graduates of California medical schools,
and (4) Chapter 1494, which authorizes the Physical Therapy Examin-
ing Committee to license assistant physical therapists. .

We are advised that due to their late passage in the 1971 Regular
Session, none of these measures is reflected in the board’s workload
.and cost data for the budget year.

State Board of Examiners of Nursing Home Administrators

Item 116 (Special Fund)

; Actual Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Applications : - 1,400 200
Licensees . - 1,400 1,600
Man-years 04 3.1 3.1
Cost $12,867 $108,252 $75,483

The Board of Examiners of Nursing Home Administrators was origi-
nally scheduled to start operations in the 1970-71 fiscal year, but it did
not formally begin to function until the board members were appoint-
ed on June 8, 1971. The board will begin examining applicants in
January 1972, and expects initial workload to be quite high. The cur-
rent-year expenditures reflect the one-time cost of equipment and
operating expenses relating to the application workload.

Board of Nursing Education and Nurse Registration
Item 117 (Special Fund)

Actual Estimated Proposed

Detail 1970-71 97172197973 .

Schools of Nursing 80 8 ... 84
Licensees 148,000 150,000 .. 154,000

Investigation : 330 315 . 350

Hearings 91 105 ... 100
Prosecutions 20 21 .. 95,
Man-years 25.4 . 30.3 30.8

Cost N $661856  $TT4540  $796,187
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DEPARTMENT OF CONSUMER AFFAIRS—Continued
Nurses’ Registry
Item 118 (Special fund)

Actual
Detail 1970-71
Licensees 92
Man-years 0.6
Cost $4,640
Board of Optometry
Item 119 (Special Fund)
Actual
Detail 1970-71
Licensees 3,067
Complaints 300
Investigations . 923
Man-years 26
Cost $97,332
Board of Osteopathic Examiners
Item 120 (Special Fund)
Actual
Detail 1970-71
Licensees (all classes) : 282
Investigations 5
Hearings 4
Suspensions/Revocations -
Cost $12,388

Items 94128

Estimated
1971-72
100
1
$14,167

Estimated
1971-72
3,207
315
25
3
$90,359

Estimated
1971-72
280
6
4
1
$13,788

Proposed
1972-73
130
1
$14,031

Proposed
1972-73
3,400
315
30
3
$86,623

Proposed
1972-73
278
6
4
1
$14,452

No new osteopathic physicians have been admitted to practice in
California since 1962. Pursuant to existing law, when the number of
licensees declines to 40 or less the remaining licensees will become
subject to the jurisdiction of the Board of Medical Examiners. Current
staff service is provided to the osteopaths’ board under contract with

the Board of Chiropractic Examiners.

Board of Pharmacy
Item 121 (Special Fund)

Actual
Detail 1970-71
Licensees 23,166
Complaints....... 1,000
Inspections/Investigations 7,002
Disciplinary actions 320
Man-years 24
Cost $670,585

FEstimated
1971-72
23,000
2,000
7,500
330
26.2
$750,987

Proposed
1972-73
23,500

1,000
7,500
330

26.3
$764,699

Chapter 1060, Statutes of 1971, created a Committee for the Con-
tinuing Education of Pharmacists, consisting of six members appoint-
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ed by the State Board of Pharmacy, and established requirements
concerning the continuing professional education of pharmacists. We
are advised that due to its late passage, the fiscal effects of this measure
are not reflected in the 1972-73 budget request. However, the depart-
ment indicates that the measure could have a substantial cost impact
on the State Board of Pharmacy Contingent Fund for the budget year.

Board of Registration for Professional Engineers

Item 122 (Special Fund)
Actual Estimated  Proposed

Detail 1970-71 1971-72 1972-73
Licensees 60,215 61,500 62,000
Complaints 482 500 500
Investigations 504 500 - 500
Man-years 338 389 382
Cost $692,050 $719973  $733,449

Prior to the effective date of the Governor’s Reorganization Plan
No. 2 of 1970 (November 23, 1970), the State Board of Registration for
Professional Engineers consisted of eight licensees of the board and
one public member. The Governor’s Reorganization Plan provided
for replacement of one of the licensee members with a public mem-
ber, thus changing the composition of the board to seven licensees and
two public members. Chapter 1328, Statutes of 1971, provides that an
additional licensee member and an additional public member shall be
added to the board, thereby increasing the board to 11 members. The
department advises that the two additional members will increase
annual costs to the Professional Engineers’ Fund by approximately
$3,000 for per diem and other expenses. However, due to the late
passage of Chapter 1328, this cost is not provided for in the 1972-73
budget request. In the event that this expense cannot be met within
budgeted funds, the board could request an emergency authorization
for additional money.

Bureau of Repair Dealer Services
Item 123 (Special Fund)

Actual Estimated  Proposed
Detail 1970-71 1971-72 1972-73
Licensees 5,941 6,118 6,000
Complaints 2,445 2,659 2,700
Inspections/Investigations 3,010 3,000 3,000
Man-years 9.3 12.4 124
Cost $260,948 $311,237  $322,706
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Certified Shorthand Reporters’ Board
Item 124 (Special Fund)

Actual
Detail 1970-71
Licensees 1,682
Complaints 50
Man-years 1.6
Cost $38,850
Structural Pest Control Board
Item 125 (Special Fund)
Actual
Detail 1970-71
Licensees 4,677
Complaints 1,474
Inspections/Investigations 1,290
Personnel Man-years . 171
Cost $487,507
Board of Examiners in Veterinary Medicine
Item 126 (Special Fund)
Actual
Detail 1970-71
Licensees 3,227
Complaints 270
Investigations 175
Man-years 1.1
Cost : $92,341

Items 94-128

Estimated
1971-72
1,850
110
1.7
$41,817

Estimated
1971-72
4,700
1,500
1,300
18.7
$544,657

Estimated
1971-72
3,350

17
$94,136

Board of Vocational Nurse and Psychiatric Technician Examiners

Items 127 and 128 (Special Fund)

Actual
Detail 1970-71
Vocational Nurses:
Licensees 39,200
Complaints 600
Inspections/Investigations 120
Psychiatric Technicians:
Licensees 12,021
Complaints 105
Inspections/Investigations 12
Man-years 14
Cost $401,825

FEstimated
1971-72

45,340
685
130

12,726
125

18

165
$490,151

Proposed
1972-73
1,950
115
18
$45,124

Proposed
1972-73
5,565
1,500
1,300
186
$525,298

Proposed
1972-73
3,500
330
200

2
$95,818

Proposed
1972-73

50,940
775
155

13,511
135

20

17.5
$517,598

The proposed increases in cost and staffing for the budget year
reflect (1) estimated increases in disciplinary actions arising from
complaints and investigations, (2) initiation of a research project to
determine the adequacy of licensee training, and (3) increased license

renewal workload.
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Policy Recommendations

The Governor’s Reorganization Plan No. 2 of 1970 emphasized and
the Consumer Affairs Act of 1970 expanded the authority and responsi-
bility of the department as a consumer affairs agency. The stated
objective of the Consumer Affairs Act is to promote and protect the
interests of consumers by facilitating the proper functioning of the
free enterprise' market economy through (1) consumer education
programs, (2) consumer protection from the sale of goods and services
through deceptive methods, acts, or practices which are inimical to

_the general welfare, (3) the fostering of competition, and (4) the
promotion of effective governmental representation of consumer in-
terests.

It appears, however, that the department may not be fully able to
implement the spirit of the Governor’s Reorganization Plan No. 2 or
the policy statements in the Consumer Affairs Act partly because of
the composition of constituent boards and commissions and the special
fund nature of their financing. We believe, therefore, that legislative
attention to the following problem areas is necessary as a means of
strengthening the department’s role as a consumer affairs agency.

1. Place more public members on the department’s constituent
agencies. In past years, our office has raised the question of whether
the department’s boards and commissions are properly formulated to
represent the public interest and welfare in the most effective man-
ner. This question has particular relevance in view of the depart-
ment’s new name and “consumer affairs” responsibilities. Moreover,
a 1971 state court of appeals decision (Bayside Timber Company, Inc.
vs. Board of Supervisors of San Mateo County, and Planning Commis-
sion of San Mateo County) has significant implications for the compo-
sition of the department’s constituent agencies. The court determined
that the Forest Practice Act, insofar as it provides for the promulgation
of forest practice rules, is violative of the State and Federal Constitu-
tions. The court based its decision, in part, on the fact that the rules
under which private logging operations are conducted are decreed
exclusively by persons pecuniarily interested in the timber industry,
i.e., timber owners and operators. The court noted that without agree-
ment of the private timber ownership no administrative body has
authority to impose rules to insure reasonable environmental and
public protection from logging abuses.

The court cited a 1953 California Supreme Court opinion in State
Board vs. Thrift-D-Lux Cleaners (40 Cal. 2d 436) which stated, in part,
“where the Legislature attempts to delegate its powers to an adminis-
trative board composed of interested members of the industry. . .,
that delegation may well be brought into question.”

The main point of the decision in the Bayside Timber Company case
appears to be that regulatory bodies should not be composed mainly
of licensees of the vocation or profession which is subject to the regula-
tion. We believe this is sound public policy. Accordingly, we recom-
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. DEPARTMENT OF CONSUMER AFFAIRS—Continued

mend that the composition of the various boards in the Department
of Consumer Affairs be changed so that each has a majority of public
members.

‘2. Abolish the special funds relating to the various boards, commis-
sions and bureaus and establish in their place a new Department of
Consumer Affairs composite special fund or, alternatively, place the
revenue in the General Fund. Either of these funding arrangements
would strengthen the department’s central administration and elimi-
nate the proprietary attitudes which tend to characterize special fund
activities. A new funding arrangement would also alleviate the prob-
lem of large protected surpluses developing in the various boards’
special funds.

3. Combine the following paired agencies: (a) The Board of Nurs-
ing Education and Nurse Registration and the Board of Vocational
Nurse and Psychiatric Technician Examiners; (b) The Board of Bar-
ber Examiners and the Board of Cosmetology; (¢) The Bureau of
Employment of Agencies and the Nurses’ Registry. These agencies
administer laws regulating the practice of similar vocations or profes-
sions. In the interest of securing greater operating efficiency and re-
ducing costs, we recommend that consideration be given to
consolidating the three pairs of boards listed above. As a minimum,
consolidation would reduce administrative costs and, assuming a re-
duction in the total number of board members, provide savings in per
diem and travel expenses.

BOARD OF CONTROL
Item 129 from the General

Fund Budget p. 56 Program p. 270
Requested 1972-T3.......ceivneereriee e ieseresssessses st ssesessons $151,207
Estimated 1971-72 ............. ereeeee et e s eRe et e e et aebe b araese st e e et e aan 121,085
Actual 1970-T1 ..ottt ses et eas s easannes 106,012

Requested increase $30,122 (24.9 percent) ,
‘Total recommended reduction ...........ccoemeevrsenennc. e ~ None

- Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS ’ page

1. Pro Rata Charges. Recommend Department of General 249
Services streamline its method of computing pro rata
administrative charges.

ANALYSIS AND RECOMMENDATIONS
We recommend approval as budgeted.
This item provides administrative support for the Board of Control
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and the Merit Award Board which share a single staff under the super-
vision of the Secretary of the Board of Control.

Board to Have Final Say on Good Samaritan Claims

General claims against the state are presented to the Board of Con-
trol for review and disposition. Tort liability (see Item 46) and aid to
victims of violent crimes (see Item 47) claims are reviewed and acted
upon only by the board and, those approved are paid from funds
appropriated for those purposes. As a result of the enactment of Chap-
~ ter 1269, Statutes of 1971, in the future Good Samaritan claims up to
a statutory maximum of $5,000 will also be approved by the board
without legislative review and paid from a separate appropriation. All
other claims, approved by the board are referred to the Legislature
for final review, under an annual omnibus claims appropriation.

Other responsibilities of the board include the review of various
fiscal and related transactions, the disposal of unclaimed property, as
well as the adoption of administrative rules governing state em-
ployees’ travel pay and moving allowances. One of its fiscal duties is
the determination of the pro rata share of general government over-
head charges which are charged to special fund agencies. These over-
head charges include a portion of the General Fund costs of the
Governor’s office, the Legislature, the State Controller and Treasurer,
the Department of Finance and certain other agencies which serve
both General Fund and special fund departments. The Department
of General Services, as a staff service, computes these pro rata charges
for the board.

Board’s Cost for Professional Services to Rise

In the past the board was not charged for this computational service.
For the first time, a charge will be included in the board’s 1972-73
budget, because the Department of General Services now is requiring
reimbursements for all of its direct services. The cost of computing
these pro rata charges will be $19,530, which represents one-man year
of staff time, and constitutes 64 percent of the total increase in the
board’s budget. We do not object to the inclusion of this charge in the
board’s budget, but we do question the need for the expenditure of
this magnitude of staff time to compute these bookkeeping charges
among state agencies. These computations involve the gathering of
specific workload information such as personnel, transportation, com-
munications, etc., from the affected general governmental agencies,
and then allocatmg the resulting costs to the special fund depart-
ments. In the past, several state agencies have complained about the
fluctuations in the magnitude of these charges from year to year.

To resolve these issues, we recommend that the Department of
General Services, in conjunction with the special fund agencies most
affected, review the method of computing these charges with the
objective of establishing a new system which will be less expensive to
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BOARD OF CONTROL—Continued

compute, and more stable in its results. There are potential savings in
revising the system; for example the department could use average
workload measurements of prior years rather than pamstakmgly com-
puting new ones each year.

Past and projected claim workload of the board is indicated in Table

1.
Table 1
Volume of Board of Control Claims
1968-69 1969-70  1970-71  1971-72  1972-73
Original ESHMALe ....ovvvvveeeermnnsrsrnmisnsssnns 2,608 2,759 2,980 3,000 3,000
Actual 2,429 2,652 2,946 3,200 * -

* Based on the July-November average.

The 1968-69 and 1969-70 totals have been adjusted downward, be-
cause of the unusually high caseload during mid-1969, resulting from
the southern California floods of that year. These flood claims were
handled in two large groups (306 in 1968-69 and 94 in 1969-70), with
‘combined fact sheets and other administrative devices which simpli-
fied the workload of the board’s staff. In effect, these 400 cases were
treated as two “claims” and, therefore, it would have been misleading
to give full workload weight to each “case” in the statistics in Table
1.

THE MERIT AWARD BOARD

The Merit Award Board reviews all state employee suggestions for
more efficient government operation and recommends cash awards
for those whose ideas are adopted.

Table 2 shows the past and projected workload of this program.

Table 2
Volume of Employee Suggestions .
. o 1969-70 = - 1970-71 1971-72 1972-73
Original Estimate ... 3025 3,000 3,100 3,100
Actual 2,735 2,925 2,700 *

* Based on the July-November average.

The proposed budget includes $3, 000 for de31gnmg and prlntmg of
posters to publicize among employees the state’s suggestlon program.
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CALIFORNIA EXPOSITION AND FAIR

Items 130, 131 and 132 from
. the General Fund and
transfer from the State Fair

_Fund . Budget p. 57 Program p. 271
Requested 1972-73
(General Fund) .......cccoevevevveerncenennnnnes rerierte et seesaraeaes $1,311,322
(State Fair Fund) ......cccooeeeoeenereeecreres e 265,000
Estimated 1971-72
(General Fund) ...........icoenreeeneeseerennens 1,492,586
(State Fair Fund) ......cccooeceeveenereeesesevseesinnce e 439,260
Requested decrease (General Fund) $181,264 (12 1 per-
~ cent)
Total recommended reductlon .............................................. None

GENERAL PROGRAM STATEMENT

" The California Exposition and Fair Executive Committee operates
the California Exposition and Fair (Cal Expo). The committee is com-
posed of 14 members appointed by the Governor. The exposition is the
successor to the old State Fair and is located on a site in northeastern
Sacramento. The original concept of the exposition and fair was for an
exposition of the resources, commerce and unique values of California,
in addition to various educational and recreational features. It was
intended that the exposition would operate approximately 9 or 10
months each year, with the fall period augmented by special exhibits
and agricultural attractions which would be similar to those at the old
State Fair. The exposition has not operated on this basis, however, but
has continued much as the old State Fair. During 1972 the exposition
is scheduled to run for 17 days, from August 25 through September 13.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

In the budget year the General Fund appropriation request for Cal
Expo is $1,311,322 or 12.1 percent below the General Fund estimated
expenditures for this budget in the current year. This appropriation
covers two purposes: (1) $1,130,000 for principal and interest pay-
ments on the original $13 million revenue bond issue for capital outlay
and (2) a $181,322 General Fund support subsidy for operating Cal
Expo. The General Fund support subsidy in the current year is now
estimated at $362,586. This support subsidy increased primarily be-
cause of a $185,727 allocation from the Emergency Fund. A variety of
adverse effects on the operating revenues and expenditures at Cal
Expo produced this increase. These are discussed below. Additional
funding is provided to Cal Expo each year by an automatic annual
$265,000 transfer from the Fair and Exposition Fund.
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CALIFORNIA EXPOSITION AND FAIR—Continued

Fair Revenues Decline and Costs Increase

Until 1971 Cal Expo’s attendance and revenues from fair operations,
including parimutuel wagering, have shown an increase each year.
However, the 1971 season was a dlsappomt@nt As Table 1 shows,
total attendance was down about 59,000 and racing attendance was
down about 29,000 from 1970. Admission revenues decreased $86,000
from 1970 and parimutuel revenue declined about $129,000.

Table 1
Attendance and Revenue-—Cal Expo 1969-1971
Attendance 1969 1970 1971
General 857,426 952,691 : 893,737
Thoroughbred racing ... 119,717 127,709 98,140
Revenue
Total $1,913,015 $2,077,101 $1,921,360
Admissions 549,492 564,246 478,212
Parimutuel 810,060 864,036 734,055

Disturbances occurred for three nights at Cal Expo in 1971, resulting
in substantial crowd control problems for police. These disturbances
accounted for part of the decrease in attendance at the fair.
Substantial aid by the City of Sacramento, Sacramento County and the
California Highway Patrol was required by the exposition security
personnel who are not equipped or trained for riot control. The aid
provided by Sacramento City and Sacramento County will cost about
$119,000 in the current year. These costs were unanticipated and
therefore constitute a large portion of the increased General Fund
subsidy required by the exposition in the current year.

Racing Revenues

The most severe decline in revenues at Cal Expo did not occur in
admissions but in Thoroughbred horseracing, with the parimutuel
handle declining from an all time high in 1970 of $8,393,513, to $6,765,-
137 in 1971. This was a decline of 19.3 percent which produced a
$129,000 decrease in revenues to the exposition.

Along with the traditional Thoroughbred racing at the California
Exposition and Fair in 1971, there were 40 nights of harness racing
preceding the fair. Attendance at the harness racing was 149,712 with
a total handle for 40 nights of $5,869,001. Net revenue to Cal Expo was
quite minor, however, as this meet is sponsored by the Capitol Trot-
ting Association, Ltd., of Sacramento and the exposition does not re-
ceive a share of the handle. Cal Expo ended up with a total of $27,421
in net revenue after all deductions took place. Of this amount $21,521
was from concessions and $5,900 from rental of the track.

In addition to the direct revenue from harness racing received by
Cal Expo, the State Fair and Exposition Fund receives a substantial
license fee totaling about $323,000 in 1971. This revenue, however,
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would accrue to the state wherever or whenever this meet were held
and should not be directly attributed to Cal Expo. Another positive
factor other than direct revenue is that the Capitol Trotting Associa-
tion, Ltd., has installed lights at Cal Expo at a cost of over $300,000.

These lights will eventually become another capital asset of the exposi-
" tion, and in the interim may be used for other purposes such as
Thoroughbred racing.

An analysis of the racing results of the exposition since 1968 is given
in Table 2. An important factor to note is that the “overlap,” i.e., dates
of concurrent Thoroughbred racing in the bay area with that at Cal
Expo, was three days in 1968, 1969 and 1970. The 1971 year had one
more day of overlap but the effect of this appeared to be minor.
Although overlap must have a financial impact on Cal Expo’s racing
revenues, there is no reason to expect this impact to be proportionate-
ly different in 1971 than in prior years except for one factor. In 1971
there were five days of harness racing in the bay area on days of
Thoroughbred racing at Cal Expo. There had formerly been no over-
lap on these days. The racing handle at Cal Expo in 1971 declined
almost 25 percent on these days of harness racing overlap. However,
on four days with no overlap there was an average 22-percent de-
crease in handle, and on the four days of Thoroughbred overlap (simi-
lar to 1970) the decline from 1970 was about 14 percent. Overlap,
therefore, would seem to offer little to explain poor racing results at

Cal Expo in 1971. :

Table 2

Cal Expo Thoroughbred Racing Results
(Selected Indicators)

1968 1969 1970 1971
Attendance........cooevverereerrneeenrnnens 100,469 119,707 127,709 98,140
Handle $6,707,408 $7,793,862 $8,393,513 $6,765,137
Percentage change in handle
from previous year........o +16% +8% —19%

Although impossible to estimate, it is obvious that a portion of the
money bet on night harness racing at Cal Expo must have been sub-
tracted from the wagering during the fair period on Thoroughbreds.
The total handle for the 40 nights of night harness racing was $5,869,-
001. The total Thoroughbred racing handle for 14 days in 1971 was
$6,765,137. If only 20 percent of the wagering at the harness meet was
added to the handle at the Thoroughbred meet, this would increase
the handle at the Thoroughbred meet by over $1 million. Substantial
wagering in the Sacramento area on harness horses prior to the fair
period appears to be the most obvious adverse factor in the decline of
the parimutuel revenues at Cal Expo. Thus, it is probably that the
decision of Cal Expo to initiate harness racing had a negative rather
than a beneficial impact on Cal Expo’s revenues for 1971.
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STATE FIRE MARSHAL Item 133-134

STATE FIRE MARSHAL

Items 133-134 from the Gen-
eral Fund and the Dry

Cleaners Fund | Budget p. 58 Program p. 274
Requested 1972-73.......ceeecccenre e $1,012,256
Estimated 197172 ....ccoooimeieieeiieeeeseeeisreteererersseerssnsrensnas 995,103
ACtUAl 19T0=T1 .oooocirerereireieeeeeteee ettt st 971,050

Requested increase $17,153 (1.7 percent)

Total recommended reduction .........cccocovevivvieiriseninninns $149,099
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

Plan Review Function. Reduce $149,099.

1. Delete requirement for Fire Marshal review of con- 256
struction plans for public structures, thereby reducing
authorized positions by nine deputy fire marshal Ill po-
sitions.

GENERAL PROGRAM STATEMENT

The Office of the State Fire Marshal, under the Agriculture and
Services Agency, has as its fundamental objectives the prevention of
loss of life and property by fire through fostering, promoting and
developing ways and means to protect against fire and panic. The
basic program is specifically aimed at various types of occupancies to
which the public has general access. However, the Fire Marshal’s
activities also promote fire and panic safety in nonpublic occupancies
through influence on applicable building codes.

The objectives of this office are achieved through three elements,
(1) enforcement, (2) analysis and development and (3) administra-
tion.

Enforcement

The enforcement element is composed of eight components affect-
ing public assembly occupancies (occupancy of 50 or more persons),
educational occupancies, institutional occupancies, state-owned build-
ings, dry cleaning establishments, portable fire extinguisher servicing
concerns, fireworks and transportation of flammable liquids. Enforce-
ment is conducted on a two-phase basis, (1) review of construction
plans for new facilities, and (2) onsite or field inspection applicable to
the various components. The prime responsibility for enforcement
rests with the local authorities. The State Fire Marshal has no responsi-
bility or authority over local officials regarding the integrity or capa-
bility of local enforcement. However, when there are no local
authorities, and in all state-owned buildings, drycleaning establish-
ments and cargo tanks used in the transportation of flammable liquids,
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the State Fire Marshal is charged with or has assumed enforcement
responsibilities.

Analysis and Development

The analysis and development element is composed of three com-
ponents. The construction materials and equipment component is
responsible for evaluation of technical data and test reports of con-
struction materials and equipment to determine conformance with
State. Fire Marshal adopted test methods and standards. A listing of
conforming materials and equipment is published annually. The lic-
ensing regulating and certification component is responsible for these
requirements within the functions relating to flame retardants, fire-
works, explosives, portable fire extinguishers, and cargo tanks used in
the transportation of flarnmable liquids. The third component, which
has been greatly curtailed in recent years due to funding limitations,
is public education and training. The function of this component is to
provide the public with fire and panic safety information and train and
inform local enforcement agencies as to the most recent develop-
ments, regulations and practices in fire and panic safety.

Administration

An administrative program, which includes planning, coordinating
and application of appropriate statistical, fiscal and technical informa-
tion and data is, for accounting purposes, distributed to the enforce-
ment, and analysis and development elements in the amount
attributable to each.

All functions of the State Fire Marshal are financed by the General
Fund with the exception of the activity relating to drycleaning estab-
lishments. The latter is supported from the Dry Cleaners Fund, which
receives its revenue from licensing and other fees incidental to the
operation of cleaning and dyeing establishments.

ANALYSIS AND RECOMMENDATIONS

The State Fire Marshal is requestlng $1,012,256 for support during
the 1972-73 fiscal year, an increase of $17,153 or 1.7 percent over
estimated expenditures in the current year. General Fund support of
$937,256 is requested for the budget year, an increase of $42,153 over
the current year, and support from the Dry Cleaners’ Fund is sche-
duled to decrease from $100,000 to $75,000 contingent upon the enact-
ment of proposed legislation which would terminate on January 1,
1973, the State Fire Marshal’s regulatory responsibility over the dry-
cleaning industry. The phasing out of this activity results in a reduc-
tion of $30,223 during the current year in authorized expenditures
from the Dry Cleaning Fund and a request from this fund for the
budget year sufficient to carry this activity until the proposed termina-
tion date.

The drycleaning industry has significantly reduced the usage of
flammable cleaning solvents, and it is the opinion of the State Fire
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STATE FIRE MARSHAL-—Continued

Marshal that regulation can best be served by local government and
that the health and safety of the public and occupational security of
employees can be maintained by the State Board of Dry Cleaners
through the licensing procedure. We agree with the proposal. Howev-
er, we would anticipate that the Fire Marshal would continue to act
as a consultant in the establishment of regulations concerning dry-
cleaning establishments.

The General Fund increase of $42,153 for the budget year reflects
an increase of $47,917 to implement Chapter 1428, Statutes of 1971,
" partially offset by a reduction of $5,764 in temporary help required in
the current year for the biennial registration of cargo tanks transport-
ing flammable liquids.

Under the provisions of Chapter 1428, Statutes of 1971, the Fire
Marshal is required to establish and enforce fire safety standards in
certified family care homes, out-of-home placement facilities, halfway
houses and similar facilities including those housing mentally retarded
persons under the provisions of the Lanterman-Petris-Short Mental
Retardation Act. Approximately 1,000 of these facilities are estimated
to be within the enforcement jurisdiction of the State Fire Marshal.

Delete Plan Review Responsibility

We recommend that the plan review responsibility of the State Fire
Marshal be deleted and the authorized positions related to this respon-
sibility be eliminated. These positions total nine deputy fire marshal
IIT classifications representing a reduction in the requested amount
from the General Fund of $149,099 in salaries and wages plus the
appropriate share of operating expenses.

The State Fire Marshal has administratively assumed the responsi-
bility of reviewing construction plans for facilities within the areas
previously described under the enforcement element program. The
plan review is for the purpose of determining adherence to code
requirements on fire and panic safety. We believe this is an unneces-
sary duplication. The plans reviewed by the State Fire Marshal are
prepared by professional architects and/or engineers licensed to prac-
tice in this state. These professionals have substantial education and
- training in their fields. Prior to obtaining a license to practice, an
individual must have specific education and work experience back-
ground and then must pass a stringent examination. We believe the
standards for professional architects and engineers in California in
effect certify competence and knowledge of their professions includ-
ing code requirements.
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FRANCHISE TAX BOARD
Item 135 from the General

Fund Budget p. 539 Program p. 278
Requested 1972-T3......ccoierieeeecenteeet st $22.525,594
Estimated 1971-72 ..o e e 22,032,917
Actual 1970-T1 ..c.ocvvrrrierirterrerrrenree et eressteensnseseessasssaes 20,225,695

Requested increase $492,677 (2.2 percent)

Total recommended reduction ...........eeenncrrnccreninnns Pending
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. New Tax Resources. We withhold recommendationon 258
this item because the requests contained in this budget are
for ongoing programs and do not include funds for the new
withholding, bank and corporation tax, and senior citizen
programs enacted under Chapter 1, Statutes of 1971, First
Extraordinary Session (AB 1).

2. Move to Aerojet. The board moved all central operat- 263
ing divisions to Aerojet Center with potential savings to the
state but higher costs to many employees.

3. Data Processing. The electronic data processing sys- 264
tems are expanded to accommodate increased workload un-
der the new withholding program.

GENERAL PROGRAM STATEMENT

The Franchise Tax Board was created on January 1, 1950, as succes-
sor of the Franchise Tax Commissioner. It administers the Personal
Income Tax Law and the Bank and Corporation Tax Law. In 1968 the
board was given: the additional responsibility of administering the
Senior Citizens Property Tax Assistance Program. The Franchise Tax
Board is composed of the Director of Finance, State Controller and
Chairman of the Board of Equalization. The board delegates its ad-
ministrative responsibilities to an executive officer while retaining the
policy functions of adopting rules and regulations and setting the tax
rate on banks and financial institutions.

Chapter 1, Statutes of 1971, First Extraordinary Session (AB 1) in-
corporated a number of tax changes which will have a significant
impact on the programs and workload of this agency. They include:

1. Withholding. A system of personal income tax withholding and
quarterly estimated payments was initiated starting January 1, 1972.
The employer is required to remit income tax withheld on a monthly
basis unless total taxes withheld each month are less than $100 in which
case a quarterly remittance is required. Persons with income not sub-
ject to withholding are required to file quarterly declarations of their
estimated taxes and to make corresponding payments if the annual tax

257 2320




FRANCHISE TAX - Item 135

FRANCHISE TAX—Continued

is expected to exceed $100 per year. The Department of Human Re-
sources Development will administer the employer withholding por-
tion of this program under a $2.2 million interagency agreement with
the Franchise Tax Board which is included in the $5.5 mllhon 1971—72
support appropriation contained in AB 1.

2. ‘Bank and Corporation Tax Quarterly Payments. For calendar
year corporations a quarterly payment of estimated tax is due in April,
June, September and December with a final adjustment due in March
of the following year. Under former law a 50 percent prepayment of
the estimated tax was due in June and a second payment (25 percent)
was due in November w1th the flnal payment due in March of the
following year.

3. Senior Citizens’ Property Tax Assistance. This program is ex-
panded to provide assistance on the first $7,500 of assessed valuation
when household income does not exceed $10,000 and the age of eligi-
bility is reduced from 65 to 62. Under former law, assistance was
allowed on the first $5,000 of assessed valuation where household in-
come did not exceed $3,350. A significant increase in workload: is
expected due to the number of claimants increasing from 60,000 to
240,000 estimated for the budget year.

AB 1 appropriated $5,511,000 to cover the board’s cost of administer-
ing the provisions of this legislation during the current year. In addi-
tion $600,000 was appropriated to the Department of General Services
to fund the cost of completing alterations at the board’s new Aerojet
Center facilities.

Current Year Expenditures

The expenditures estimated for the current year which are reported
at the level of $22,032,917 do not reflect the amounts appropriated in
AB 1 for 1971-72 nor do they include the followmg Emergency Fund
allocations:

Franchise Tax Board
1971-72 Emergency Fund
allocations

Postage rate increase $133,606
Aerojet relocation expense 258,888
Total ) . - $392,494

The Aerojet relocation expenses include the cost of shlftlng tele-
phone equipment, $44,510; moving company charges, $36,617; altera-
tions amortization, $75,240; and, rent d1fferent1al resultlng from the
move to Aerojet, $102,521.

ANALYSIS AND RECOMMENDATIONS

We withhold recommendation on this item pendmg submzssmn of
a supplementary budget proposal by the Department of Finance. The
late enactment of AB 1 made it impractical to include funds to imple-
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ment the new withholding, franchise tax and senior citizen programs
in the Governor’s Budget. The Department of Finance will request
augmentation of this item by separate letters to each fiscal committee
after reviewing the agency’s AB 1 program estimates.

This analysis will, therefore, concentrate on: (1) an analysis of work-
load adjustments proposed in the budget which are unrelated to pro-
gram changes required under AB 1, (2) an analysis of the agency’s
move to Aerojet, and (3) a description of program changes expected
under withholding. Distribution of the board’s manpower and expen-
ditures by program is summarized in Table 1.

Table 1
Franchise Tax Board

Distribution of Manpower and Expenditures by Program
Actual 1970-71 Estimaled 1971-72 Proposed 1972-73

Expendi- Ezxpendi- Ezxpendi-

tures tures tures

. Man~ (thou- Man- (thou- Man- (thou~

years sands) years sands) years sands)
Personal income tax.__.____ 690.9 $13,742 744 $14,816 *739.4 $15,146
Bank and corporation tax___  332.3 6,032 342 6,677 342.9 6,826

Senior citizens’ property tax

assistance_ . ____________ 36.2 498 39 543 39 556

Administration and supportl.  544.0  (7,186) 555  (7,710) 553.3  (7,885)

B T 1,603.4 $20,272 1,680 $22,036 1,674.6 $22,528

1 Funds distributed to other programs.
* Incorrectly reported as 741.4 man-years in the Governor’s Budget.

‘I'he board requests a net increase of 1.1 authorized positions in
1972-73 which is composed of seven additional clerical positions in the
Operations Division and the elimination of 4.9 EDP positions and one
telephone operator in the southern region. Salary savings have been
increased from 39.5 man-years estimated for the current year to 46.2
man-years in the budget year for a net program reduction of 5.6
man-years in the budget year. '

Expenditures related to these personnel adjustments and requested
increases in personnel costs and operating expenses for the budget
year are listed in Table 2.

Table 2
Franchise Tax Board 1972-73 Budget Adjustments

Merit salary increase. . - e $262,955
Workload and administrative adjustments..______________ . _____._ ... - 32,322
Proposed new positions. _ _______________ o ___ 34,688
Overtime and night differential . ______________ ol 4,183
Salary savings. - - oo —57,839
Staff benefits_ - _ e eeincien—————— 44,518

Operating expense and equipment:
General eXpPense __ . _ . et emme e 6,465
Printing and eommunications____ . ___________________._.... 150,814
B P . oo e e 14,946
Travel . .o o e 11,680
Facilities expense. .. oo ecmcmcieo 19,057
Equipment_ .. e S S USSP IPIPIUPI 46,462
Lotal e $492,677
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RELOCATION TO AEROJET CENTER

In anticipation of the enactment of withholding and the desire to
install a more sophisticated EDP system, the Franchise Tax Board
requested the Department of General Services to acquire alternative
space in which the board could consolidate all of its operations.

A new facility was acquired, under lease with Aerojet-General Cor-
poration, at Aerojet Center located 20 miles east of the Capitol on
Highway 50.

In moving to Aerojet Center the board will eventually release a total
of 246,611 net square feet. Table 3 identifies the space to be released
and the total space to be acquired at Aerojet Center.

Table 3

Franchise Tax Board Space Released and
~ Acquired Under Aerofet Relocation (net square feet)

Location ) Space released Space acquired
Headquarters_ . .- 169,181
Florin Road - il 77,430
Basic Aerojet. . .. 188,988
Supplementary Aerojet. . - - . o 50,233
Total, square feet . - ... 246,611 239,221

The headquarters space was released immediately and made availa-
ble to other state agencies. The Florin space, however, is under private
lease which will not expire until September 1973. The board proposes
to continue the use of the Florin Road space to house its spring 1972
income tax return cashiering operation and subsequently release this
space to the Department of General Services for subletting on July 1,
1972. The board does not intend to release 14,497 square feet of storage
space at the R Street warehouse and proposes to maintain executive
offices at the former headquarters building on P Street.

The Aerojet Center lease commits the state for 10 years and initially
covered 188,988 net square feet consisting of one two-story building
and part of an attached single-story structure. The state has exercised
an option to lease an additional 50,233 square feet which represents
the remaining portion of the two buildings covered by the lease. The
agency plans to centralize its 1973 cashiering operations in this added
space. Additional space may be leased in minimum 25,000 net square
foot increments at the beginning of the third year, 1973, and once
again at the beginning of the seventh year, 1977, at a slightly higher
($0.26 per square foot per month) rate than is prov1ded in the initial
lease.

Alteration Costs

The Aerojet building meets the agency’s requirements for large
expansive areas which provide flexibility in processing operations, but
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serious lighting and acoustical problems caused considerable em-
ployee discomfort with undetermined loss in employee productivity.

Aerojet, within the terms of the lease, agreed to make necessary
alterations to the board’s new offices. The lease stipulated that the
alterations were to be amortized over 10 years at an annual interest
cost of 8% percent to the state. The lease indicated that alteration
costs were not to exceed $500,000, and that necessary alterations were
to include: ‘

1. Construction of a controlled environment computer room in the

center of the main building.

2. The correction of lighting and acoustical problems in the open

areas. :

3. Construction of individual legal offices and an executive suite of

offices for management.

Actual costs will exceed the original estimate contained in the lease,
however. Expenditures as of December 23, 1971, amounted to approxi-
mately $583,000 but an unknown additional amount will be needed to
complete the construction of legal and executive offices, to correct the
lighting and acoustical problems, and to bring the supplementary
space up to necessary standards for housing of the cashiering and
warehousing operation.

After reaching the conclusion that the state could secure financing
at a much lower cost than the 8% rate provided in the lease, the
administration decided to include $500,000 in AB 1 to refund the cost
of alterations already completed. An additional $600,000 was appro-
priated to complete these alterations. If total alteration costs-equal the
$1.1 million provided in AB 1 the cost per net square foot will amount

to $4.60, compared to the $2.65 originally estimated in the lease.
“One of the primary reasons actual costs will exceed the lease esti-
mate is the expediency with which the move to Aerojet was made. The
lease was signed on April 28, 1971, and the board moved two months
later. Because preliminary space alterations and the computer facility
had to be completed in this very short time, costs were escalated
between 20 and 25 percent. Alteration of 10,000 square feet necessary
to house the computer hardware alone ran $370,000, or $37 per square
foot.

Purchase vs. Lease

The alterations investment represents a sunk cost to the state and
would not be recoverable if these facilities are not made the perma-
nent operation center of the board.

The lease contains a purchase option identical to the schedule con-
tained in Table 4 and includes, in addition to the two buildings, park-
ing area for 2,270 automobiles.

The basic lease agreement includes all maintenance and basic utili-
ties for 10 years at a monthly rate of $45,307. The only escalation clause
contained in the lease is for expected property tax increases over the
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Table 4

Lease Established Purchase Price of Franchise Board
Facilities at Aerojet Center (239,221 net square feet)

Cost per
Purchase date Purchase price Annual increase net 8q. fool
July 9, 1972_ ... $3,750,000 .- $15.68
1978 e~ 4,000,000 6.7% 16.72
1974 . 4,250,000 6.3 17.77
1978, o 4,500,000 5.9 18.82
1976 e 4,850,000 7.8 20.28
1977 e 5,125,000 5.7 21.43
1978 e 5,400,000 5.4 22.58
1979 5,650,000 4.6 23.62
1980 . 5,950,000 5.3 24.87
1981 . 6,250,000 5.0 26.13

10-year period. Our estimate of the average cost per square foot of
leasing this facility is shown in Table 5.
Table 5

Average 10-Year Cost of Leasing Aerojet Center
(239,221 net square feet)

Average
Item Cost/month cost/foot
Basic lease: Includes all maintenance and basic utilities_ .. ____ $45,307 $0.1894
Property tax escalator ($62,947 for 10 years) _______.____.____.__ 524 .0022
Interest cost on $1.1 million alteration investment compounded
at 6 percent_ L _ e 7,249 .0303
Computer utility surcharge__ _ .- 2,624 .0109
Total average lease cost permonth______.__ .. _.__...__ $55,704 $0.2328

This lease cost of 23 cents per square foot per month compares
favorably with the current rental cost of state-owned space, which
ranges from 24 cents (state-owned buildings) to 41 cents (Office
Building No. 8 and 9) per square foot. ‘

Our estimate of purchasing the Aerojet facility is shown in Table 6.
Both the lease estimate and the purchase estimate include an imputed
interest cost of the state’s capital investment in the facility.

Table 6

Average 10-Year Cost of Purchasing Aerojet Center on July 9, 1972
(239,221 net square feet)

Average
Item Cost/month cost/foot

1. Interest cost on $3,750,000 initial investment compounded at
6 pereent_ - _ o $24,714 ©$0.1033

2. Interest cost on $1.1 million alterations investment com- o

pounded at 6 percent____ . ____ L ______ 7,249 .0303

3. General Services maintenance and basic utility cost of 13.7
cents/square foot compunded at 4 percent. _ ____________ 39,347 .1645
4, Computer utility surcharge . ___ .. _____..._ 2,624 .0109
Total, average purchase cost per month...____________ $73,934 $0.3090
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The lower monthly rental rate, seven cents per square foot less than
the average cost to purchase, clearly indicates that this facility should
not be purchased in the forseeable future. The state has an option to
extend the lease an additional five years beginning in 1981 which we
believe would be a more appropriate time to review the permanent
space requirements of this agency.

The board and many of its employees have experienced a number
of added expenses as a result of moving to Aerojet Center. Employee
transportation expenses were significantly affected, and while free
parking is provided those employees who commute by private car, no
consideration has been given those employees who live close to the
former facility and who do not own their own car. The employees have
privately chartered three buses which operate daily at a private cost
of $25 per month per employee.

The board assisted approximately 150 employees who requested
transfers to state agencies located in the downtown area. As of January
1, 1972, 50 employees had not found alternative employment in state
service. : :

. Any assessment of future state savings which may result from mov-
ing this agency to Aerojet Center, should also recognize the unreim-
bursed employee costs associated with commuting to this location.

PERSONAL INCOME TAX PROGRAM

The personal income tax program is composed of three basic ele-
ments: (1) taxpayer self assessment, (2) audit activities, and (3) filing
enforcement. Immediate and major changes will occur in the first and
third elements as a result of the implementation of withholding, while
more gradual changes will occur in the auditing activities as prior year
workload is completed.

1. Taxpayer Self-Assessment Activities

The entire concept of this program will change under withholding,
shifting from the processing of returns accompanied by a remittance
to the processing of returns with claims for refund. Due to the over-
withholding of taxes from persons without an ultimate tax liability
there will be a substantial increase in the number of tax returns which
the board will process. The board estimates that 6.2 million 1971 tax
returns will be processed during the current year. Under withholding
the board’s preliminary estimates indicate the number of 1972 returns
filed will amount to 8.2 million, an increase of 32 percent.

The annual surge in workload associated with the April 15 filing
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requirement will shift from a priority cashiering operation directed
toward maximizing interest earnings on tax receipts, to the rapid
processing of refund claims and issuance of refund checks. It is expect-
ed that the peak period staff requirements will be reduced because
refund returns will be filed earlier in the year thus spreading the
receipt of workload more evenly from January through June.

The October estimate prepayment will be discontinued and will be
replaced by a quarterly estimate program which will cover persons
with incomes not subject to withholding (e.g. dividends, interest, capi-
tal gains, etc.). This change will shift workload flow from the process-
ing of a single payment to the processing of four quarterly payments.

Data filing will be increased significantly under withholding. The
board presently maintains a master file of approximately two million
taxpayers who: (1) are required to estimate their tax liability during
the year, (2) have filed a return but have submitted only partial
payment of the tax liability, or (3) have not submitted any payment
at all. These taxpayers create an accounts receivable file of two billion
characters of information. The new master file will maintain informa-
tion on all taxpayers and will contain over five billion characters of
information.

EDP Systems Design

Withholding has been anticipated by the department for nearly 10
years and the present EDP capability has been acquired with that
program in mind. Therefore, the present EDP systern encompasses all
of the basic technical design features required for withholding and
needs only to be enhanced to accommodate the increased volumes
anticipated.

To minimize the costs associated with maintaining a file of five
billion characters, the board has planned a system which has most
applications being processed in a batch mode at various times during
the year, and a minimum number of on-line random access computer
applications. In effect, the department plans to maintain only an index
to the master file in random access storage rather than store the entire
master file in this fashion. This permits a rapid response to overwith-
holding claims and speeds the refund check to the taxpayer. All other
processing (research, statistics compliance activities, etc.) will be
scheduled and processed from magnetic tape files. This approach is
significant in terms of costs since random access files and processing
would be considerably more expensive than is batch processing.

Until August of 1971, the board operated two IBM 360/40 Computer
Systems (medium scale third-generation computers). Due to the
rapid increase of existing workload, the department found it necessary
to replace these two machines with one IBM 360/65 computer in July
1971. It was intended that the 360/65 be used for one year, at which
time a larger system would be procured to accommodate the in-
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creased workload due to withholding. However, with the release of a
new line of 370 computers by IBM, the board determined that it was
beneficial to acquire an IBM 370/155 computer in January 1972, there-
by saving an estimated $173,000 during the current fiscal year. This
saving is possible because of a reduction in rental costs, and an increase
in speed, capacity, and flexibility of the new equipment which re-
quires fewer peripherals. The board anticipates that this computer
system will perform adequately until January 1973, when a long-term
computer system will be selected after a competitive procurement
procedure.

Employer Withholding. The withholding of income tax by em-
ployers and subsequent deposit of these moneys will be administered
and enforced by the Department of Human Resources Development
(HRD) in conjunction with its existing employer unemployment and
disability insurance withholding programs. It was originally estimated
that the Franchise Tax Board would be charged for the additional cost
related to the income tax withholding. The federal government,
however, disapproved of a direct cost reimbursement and required
that HRD be paid for the pro rata cost of income tax withholding
resulting in a $2 million increase in cost to the board during the budget
year. The contract with HRD is considered by the board to be an
interim solution, avoiding duplicate employer systems and administra-
tive costs, with a permanent resolution of which agency should per-
form this function expected after an extended evaluation period.

2. Audit Activities

To insure the legal and mathmatical accuracy of tax returns, the
board administers several auditing programs designed to review a
sample of all returns. Each program’s contribution to the total audit
~effort is shown in Table 7.
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Audit program

Mathematical verification..________._____.
Smaller return andits. ... ... _.._
Larger return audits—headquarters_......_
Larger return audits—feld__ ... _______._
Federal audit reports. - o oo o m .
Fiduciary return audits_ . ... _____...
Other state tax eredits.__._____.______.____

Table 7

Personal Income Tax Audit Revenue and Costs

Actual 1970-71

Estimaled 1971-72

Proposed 1972-73

Net Net Net

Net assess- Net assess- Net assess-
assess- ments per assess- ments per assess~ menis per

ments in Man- dollar ments in Man- dollar ments in Man- dollar

thousands  years of cost  thousands years of cost  thousands years of cost
$5,676 77.7 $3.88 $5,400 61.5 $3.83 $6,000 56.9 $4.16
622 19.7 1.75 2,170 21.5 6.33 2,450 21.5 6.98
5,215 25.4 9.71 5,424 -28.5 10.47 5,641 28.5 10.65
5,028 58.3 - 4.40 5,229 56.3 4.63 5438 56.3 4.72
14,920 24.2--  29.17 15,517 23.4. 31.46 16,138 23.4 32.01
237 6.3 1.84 246 5.7 1.98 256 5.7 2.01
74 3.3 6.38 71 2.6 6.87 73 2.6 6.98
$31,772 214.9 $7.49 - 834,057 199.5 $8.32 $35,996 194.9 $8.61
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Because an average of 150 characters of information per income tax
return will be maintained in the EDP file under withholding, major
economies are expected in the audit of 1972 and subsequent year tax
returns. The existing math verification programm manually verifies
each return and issues notices of error. Under withholding the present
large math verification comptometer operation will be eliminated and
each return will be mechanically math verified within the EDP sys-
tem which will also automatically issue notices of error. Audits will be
selected by the EDP system comparing specific items of information
on each return individually and in combination against a predeter-
mined set of criteria established to evaluate the return’s potential
value as an audit case.

The board’s traditional manual audit selection program will be
phased out by 1974-75 as the audit of the 1971 returns, which will not
be placed on the EDP file, is completed.

3. Filing Enforcement o

The board’s present filing enforcement program will continue
through completion of the processing of 1971 income tax returns.
Objectives of the present program are carried out primarily by the
Federal Comparison Program, which is a comparison of those persons
who filed a federal return with those who filed a state return. Other
comparisons are made with 599 reports (similar to W-2 forms) filed by
employers with the board. Table 8 illustrates the current program
costs and resulting assessments in the filing enforcement activities.

Table 8

Filing Enforcement Activity

Actual Estimated  Estimated
1970-71 1971-72 197273

Personnel man-years ... oo oooooooo__ 145 152.6 152.6
Administrative costs (thousands).._____.._______ $2,609 $2,879 $2,043
Net assessments (thousands) _____ . ____.._______ - $22,222 $23,111 $24,035
Net assessment per dollar of costo_ - _._.._____ $8.52 $8.03 $8.17

The Filing Enforcement Program will be significantly reduced un-
der withholding because most income taxes due will be collected by
the employer as wages are earned. The department will continue to
mechanically compare federal returns filed in California with state
returns and notices-to-file will be mailed automatically by EDP.

Administrative Reorganization and Taxpayer Correspondence.
All of the withholding processes will be administered within a new
Administrative Services Division. One uniquely new operating unit,
the taxpayer service section, will be responsible for all correspondence
for the division. This centralized correspondence procedure will be
established because the board expects a substantial increase in mail
under withholding.

BANK AND CORPORATION TAX

The Bank and Corporation Tax laws, enacted in 1929, impose a

franchise tax on corporations doing business in California and an in-
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FRANCHISE TAX—Continued

come tax on those having incomes from California sources but not
doing business in this state.

The bank and corporation tax program has three essential elements;
(1) self-assessment activities, (2) audit activities, and (3) filing en-
forcement activities. The administration of the bank and corporation
tax laws will not be affected by withholding. Many of the systems
concepts to be employed for the processing of personal income tax
returns will closely parallel those utilized for bank and corporation
return processing, i.e. data entry techniques, mathematical verifica-
tion of returns, automated accounting systems, etc.

The budget request for 1972-73 is limited to the addition of one
temporary help position in the corporation tax audit:-program. The
budgetary augmentations necessary to implement quarterly payment
of franchise taxes as provided in AB 1 will be submitted in separate
finance letters to each of the fiscal committees.

Board Action on Bad Debt Reserves

Prior to the December 1971 adoption of new regulations by the
Franchise Tax Board, banks and savings and loan institutions have
been allowed to exclude a certain percentage of income as a reserve
for bad debts which was substantially in excess of their actual loan loss
experience. Such reserves, to the extent that they exceeded actual
losses, constituted a source of tax-exempt income to these institutions.

The allowable level of reserves exceeded actual losses because finan-
cial institutions were allowed to use any 20-year period of loan loss
experience commencing after 1927. Banks, since 1954, and savings and
loan associations, since 1959, have used the depression period 1928 to
1947 as the basis for computing the bad debt reserve. Three times the
average loan loss ratio during this period constituted the reserve ceil-
ing.

The Franchise Tax Board estimated that reserve additions in excess
of actual experience under the 20-year formula have resulted in a total
tax loss of about $95 million. - .

The December 1971 action of the board discontinued the 20-year
reserve allowance and provided a more reasonable method of com-
puting the allowable level of income which may be reserved for bad
debts. Effective January 1, 1972, total additions to reserves by banks
shall be limited to three times the moving average of the industrywide
loan loss experience for the prior six years. For savings and loan as-
sociations, the reserve ceiling is established at five times the six-year
moving average loss experience.

The Department of Finance estimates that General Fund revenues
resulting from this change will amount to $15 million during the
budget year.
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1. Self-Assessment Activities

Principal objectives of this program are to provide voluntary com-
pliance, timely filing, and correct assessment of bank and corporation
taxes. To accomplish this objective, information is publicized, tax
forms are distributed and tax returns are processed. When full pay-
ment is not received with the tax return, an accounts receivable is
established and subsequent billings are sent to the taxpayer.

During the current fiscal year an estimated 157,000 in taxable re-
turns will be received with voluntary assessments yielding $520 mil-
lion. Corporations will make two prepayments during.1971-72 in
addition to filing an annual return. Beginning with 1972-73 these
prepayments will be made on a quarterly basis, which will double the
number of estimate payments filed.-

2. Audit Program B

Each return submitted is verified for mathematical and legal accu-
racy and then sorted into one of two categories: (1) those corporations
with operations only within California, called “nonallocation corpora-
tions” and, (2) corporations operating both in and out of state which
are called “allocating corporations.” The latter group must report
income from all sources and also the portion allocated to California
operations. Efforts in the audit section have resulted in substantial
assessments as illustrated in Table 9.

3. Filing Enforcement

The agency accomplishes its compliance activities by obtaining tax
returns from all entities subject to filing and by comparing returns
against a record of active corporations. The agency also notifies and
explains requirements to nonfilers who have a filing obligation and
initiates assessments against those who fail to comply.
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Table 9
Bank and Corporation Tax Audit Revenue and Costs
Actual 1970-71 Estimated 1971-72 Proposed 1972-73
Net Net Net
Net assess- Net assess- Net assess-
° assess- ments per  assess- ments per  assess- ments per
ments in Man- dollar ments in Man- dollar ments in Man- dollar
Audit program thousands years of cost  thousands years of cost.  thousands years of cost
Mathematical verification___ . _____________ $1,496 20.0 $4.97 $1,571 24.6 $4.59 $1,650 24.6 $4.72
Federal audit reports_ - _____ o ______ 9,925 8.8 58.82 10,422 11.2 54,29 10,943 11.2 55.76
Nonallocating corporation audits—
headquarters_ - ________.___.____ 2,499 11.4 11.89 - 2,625 9.7 11.00 2,756 9.7 11.29
field o= 1,912 48.1 2.32 2,008 46.9 2.14 2,108 46.9 2.20
Allocating corporations audits—
headquarters. ..o 2,829 13.9 10.47 2,970 13.4 9.68 3,119 13.4 9.97
field—in-state. o o oo~ 5,399 36.3 7.97 5,570 27.6 7.24 5,848 27.6 7.43
field—out-of-state.. . _______ .. ._____ 13,559 56.5 12.37 14,240 53.6 11.43 14,950 53.6 11.74
Totals.- oo e $37,619 195.0 $10.59 $39,406 187.0 $11.10 $41,374 187.0 $10.03
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SENIOR CITIZENS' PROPERTY TAX ASSISTANCE

This program, which is administered by the Franchise Tax Board
provides property tax reimbursements to senior citizens who have
limited incomes.

AB 1 increased significantly the level of assistance to be provided
homeowners during 1972-73. The household income limitation was
increased from $3,350 to $10,000 per year, and the age of eligibility was
reduced from' 65 to 62. A comparison of the property tax assistance
paid by the state under the new law with assistance which would have
been allowed under prior law is shown in our analysis of Item 75. The
history of this program is shown in Table 10.

Table 10

Number of Claimants and Costs of Administering
The Senior Citizens’ Property Tax Assistance Program

Actual Estimated

1969-70 1970-71 1971-72

Number of claims received. .. ____ e 67,921 69,880 70,000
Number of claims paid___. .. _______________._._ 64,871 62,400 63,000
Assistance grants (thousands).___________._.____ $7,829 $8,576 $8,800
Administrative costs.________ .l . ______.____ $487,070 $497,426 $543,328
Administration cost per claim paid- . .____.____ $7.50 $7.97 $8.62

The board expects a four-fold increase in the number of claims filed
during 1972-73 as a result of the expanded program enacted in AB 1,
with the number of claimants increasing from 70,000 under former law
to 240,000 under the new law.

Because the bill institutes a new announcement procedure, i.e. en-
closure of claims request forms with the homeowner property tax
exemption forms mailed by each county assessor, it is expected that
a higher proportion of homeowners will respond under the new pro-
gram than did under the former.

The staffing requirements of the Franchise Tax Board, for the new
senior citizen program, were not completed when the Governor’s
Budget was prepared. Therefore, these new workload estimates will
be reflected in a supplementary budget proposal which will be sub-
mitted to each of the fiscal committees in February.
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DEPARTMENT OF GENERAL SERVICES
Item 136 from the General

Fund ~ Budget p. 60 Program p. 286
Requested 1972-T3.......ccreireeenieseeeresssensenenesesesssssiesennans $5,145,000
Estimated 1971-T2 ........ocvrrevnesrrieiereneerseeereseseeeseseenens 5,434,667
Actual 1970-T1 ..ottt ensaas 4,851,052

Requested decrease $289,667 (5.3 percent)

Total recommended reduction ..........covvecncernvecennninrennes None
‘ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Land Inventory. Recommend the Department of 283
General Services determine the feasibility of establish-
ing a central inventory of state-owned lands in a central
organization responsible for coordination and control of
all state-owned land. The department should submit a
feasibility study with conclusions and recommendations
to the Joint Legislative Budget Committee by Novem-
ber 1, 1972.
2. Rental Rates. Recommend the department report on 285
the effects of greater standardization of rental rates to
the Joint Legislative Budget Committee by November
1, 1972.
3. Property Acquisition. Recommend that the department 288
and the Department of Water Resources (DWR) jointly
study their respective property acquisition functions to
determine if DWR functions should be consolidated into
the General Services Property Acquisition Unit. Results
of this study should be submitted to the Joint Legislative
Budget Committee by November 1, 1972.
4. State Printing. ’ 295
(a) Recommend disapproval of a web press at the State
Printing Plant for a saving of $790,000, which is re-
flected in a corresponding reduction in Item 139
Service Revolving Fund—Printing.
(b) Recommend the Department of General Services
with the cooperation of the Bureau of Textbooks
conduct a feasibility study and initiate a pilot pro-
gram of open bidding whereby commercial print-
ing firms compete with the State Printer on
textbook production. Results of this study and pilot
program should be presented to the Legislature by
June 1, 1973.
(c¢) Recommend the State Printer survey requested re-
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ports to be published by state agencies to establish
standards. The State Printer’s recommendations
should be made available to the Directors of Fi-
nance and Gerneral Services.
5. Heavy Equipment Vehicles. Recommend the depart- 300

ment submit to the Joint Legislative Budget Committee

by November 1, 1972, final conclusions and recommen-

dations of a study now in progress to reduce duplication

and improve utilization of heavy equipment vehicles.

GENERAL PROGRAM STATEMENT

The Department of General Services was created October 1, 1963,
by Chapter 1768, Statutes of 1963, to administer various service func-
tions administered formerly by the Department of Finance, the Divi-
sion of Architecture in the Department of Public Works, and the
Secretary of State’s Central Records Depository.

The responsibilities of the Department of General Services are con-
tained primarily in Sections 14600 to 14973 of the Government Code.
These responsibilities relate to supervision of financial and business
matters and providing certain centralized services.

The department has three main objectives: (1) perform certain
management and support functions as assigned by the Governor and
specified by statute; (2) provide central services to operating depart-
ments more efficiently and economically than they can provide them-
selves; (3) improve the effectiveness and efficiency in state
-government administration by establishing, maintaining and enforc-
ing statewide standards and guidelines and by developing and imple-
menting improved government policies and procedures.

Table 1 presents a summary of total department expenditures by
“source of funds for the three-year period ending with fiscal year 1972
73. The department is funded by (1) direct support appropriations;
(2) revolving fund appropriations; and (3) reimbursements from spe-
cific interagency agreements.

Direct support is obtained mainly from the General Fund but also
from the State School Building Aid Fund and the Archltecture Public
Building Fund.

Revolving fund support is provided by the Service Revolvmg Fund
and the Architecture Revolving Fund.

Reimbursements include transfers of funds from one account to
another within the General Fund as well as transfers from other funds.
A reimbursement is payment for an agreed service at a specified price.
Revolving fund payments are based upon allocated cost for the service
provided. Table 1 shows that most of the department functions are
supported by revolving funds (69.5 percent) and reimbursements
(23.2 percent).
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DEPARTMENT OF GENERAL SERVICES—Continued

Table 1

Department of General Services
Total Expenditures by Source of Funds

Percent

Source of funds 1970-71 1971-72 1972-73 of Total
Direct support appropriations: : ) '
General Fund ......coooooivevrivveniinnns $4,851,052 $5,434,667 $5,145,000
State School Building
Aid Fund ..o 904,870 963,972 1,000,530
Architecture Public’ )
Building Fund .............ccooneverirnenns 1,416,233 1,404,222 1,438,280
Total $T172155  $7.802,861  $7,583,810 73
Appropriations from
Revolving funds: ’
Service Revolving Fund,
Printing $20,413,184 $22.328,160 $23,150,731
Service Revolving Fund,
other activities ..........coverreennns 25,744,924 29,134,000 43.916,197
Architecture Revolving Fund...... 6,806,332 4,887 916 4,719,639
Total $52,964,440 $56,350,076 $71,786,567 . 69.5
Reimbursements: o
General Fund activities .............. $20,352,095 $22,478,480 $23,523,852
Architecture Revolving
Fund activities 53,209 448,596 447,800
Architecture Public ,
Building Fund .......c...creeennnnns 32,386 — —
Total $20437,703 _§22.997,076  $23971652 232
Total expenditures ........coeccrvernee $80,574,298  $87,080,013  $103,342,029 100.0

Table 2 presents total expenditures of the department’s program
elements by source of funds for the 1972-73 budget year. The depart-
ment is engaged primarily in providing consolidated services which
constitute essential elements in the programs of other departments.
Table 2 shows that the Department of General Services has four major
programs: (1) Administration; (2) Property Management; (3) State-
wide Support Services; and (4) Statewide Management Services. The
Administration Program consists of management, personnel, and fis-
cal services dedicated exclusively to support the other department
activities. It is important to note that the various program elements for
the most part are of sufficient magnitude and so specialized that we
consider them as separate programs in themselves:
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Table 2

Department of General Services
Total Expenditures by Source of Funds and Programs—1972-73

Direct Revohing Percent
support Fund Approp- Total of
Operating unit appropriations priations PReimbursements expenditures total
Administration ...........e..... —_ —_ $2,246,576 $2,246,576 2.2
Property Management ... $3,963,086 $18,036,484 15,196,687 37,196,257 -36.0
Local assistance......cc...... 1,014,530 —_ 20,469 1,034,999 —
Buildings and grounds 1,486,260 - 13,607,283 15,093,543 —
Facilities planning ........ 10,000 — 622,167 632,167 —
Property acquisition ... - - 498,968 498,968 -
Architecture and
Construction .........ccee.ee. 1,438280 4,719,639 447 800 6,605,719 —
Building standards ....... 14,016 — — 14,016 —
Rented buildings .......... — 13,316,845 — 13,316,845 —
Statewide Support ‘
SErviCes ....mmrunmriareeenenss 2,494,037 53,750,083 3,062,975 59,307,095 57.4
Comrmunications.. . — 9,685,072 19,360 9,704,432 —
Data processing .. . — 3,785,942 341,369 4127311 - —
Office services........coounen. 55,865 3,032,550 178,668 3,267,083 —
_State printing ........c....... — 23,150,731 — 23,150,731 —
Procurement ... . 1,404,095 8,535,921 321,612 10,261,628 —
Transportation............... 62,926 5,559,867 94,652 5717445  —
Security and protection 971,151 — 2,107,314 3,078,465 —
Statewide Management
Serviees 1,126,687 — 3,465,414 . 4,592,101 44
Administrative hearings — — 1247714 - 1247714 —_
Legal services .............. 176,642 — 164,700 341,342 C—_
Management assistance 851,303 —_ 25,000 876,303 -
Insurance services ........ 98,742 — 2,028,000 2126742  —
Totals.......ooeererrerrrens $7,583,810 $71,786,567 $23,971,652 $103,342,029  100.0
Percent of total................. 7.3 69.5 23.2 100.0

Table 3 represents the allocation of staff among the various program
elements over the three-year period ending June 30, 1973. The most
significant staff changes are increases of 50 and 24.3 positions respec-
tively in the Communications Division and the Data Processing Office
and reductions of 21 and 13 positions respectively in the Office of State
Printing and the Office of Architecture and Construction. The in-
crease in the Communications Division staff is due mainly to con-
solidating within General Services functions performed previously by
the Division of Highways. The increase in the data-processing person-
nel is due to growth and expanded capabilities of the department’s
two data processing service centers. The reduction in printing person-
nel is attributable mainly to economies being achieved by substituting
photocomposition. The reduction in Office of Architecture and De-
sign staff results from a declining workload which has resulted from
a reduction in capital outlay projects.
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Department of General Services

TABLE 3

Staff by Programs 1970-71 Through 1972-73

Item 136

Filled Authorized positions Percent
positions of
Operating unit 1970-71 1971-72 1972-73 total
Administration ..........cooeeervcerenernnn. 140.2 152.9 158.9 4.0
Property Management ... 1,761.4 1,656.0 1,643.0 41.5
Local assistance......... 62.1 63.5 63.5 —
Buildings and grounds 1,201.9 1,216.3 1,216.3 —_
Facilities planning ........ 46.7 335 33.5 —_
Property acquisition .................. 48.1 24.0 24.0 —
Architecture and Con-
struction ......... 401.4 3187 305.7 —
Building standards 12 — — —
Statewide Support Services .......... 1,826.6 1,961.5 2,023.3 51.1
Communications 180.7 188.3 238.3 —
Data Processing ... . 121.1 165.6 189.9 —
Office Services .......murreenens 146.2 184.3 185.3 —
State Printing .....coceeverrreeeennee 885.5 - 8117 850.7 —
Procurement ..... 162.2 168.5 171.0 —
Transportation....... . 145.1 1549 154.9 —
Security and Protection ............ 185.8 228.2 2332 —
Statewide Management
Services 132.9 129.6 135.0 34
Administrative
Hearings .....occooceoneeeceeneeennines 61.7 62.1 61.8 —
Legal Services . 183 16.0 16.0 —
Management Assistance ........... 46.9 45.5 512 —
Insurance Services ... 6.0 6.0 6.0 —
TOLALS coovvvecerrevcserreeesrennarens 3,861.1 3,900.0 3,960.2 100.0
Percent of change (.01) 01 02 —

Table 4 displays total expenditures by program element during the
three-year period ending June 30, 1973. The 16.2 million increase in
the department’s total budget for fiscal year 1972-73 is more apparent
than real. Eighty-two percent ($13.2 million) is a “paper increase” in
the rented buildings program element which results from Assembly
Bill 2614 (Chapter 992, Statutes of 1971) which requires that effective
July 1, 1972, all rent received by the Department of General Services
is to be deposited in the Service Revolving Fund. Payments are to be
made from this fund for all building costs. The purpose of this change
is to enable the department to use the Service Revolving Fund as a
device for standardizing rental rates. This change in the law is the
reason why expenditures for rented buildings increased from $88,000
in the current year to $13,316,845 in the budget year. This change in
procedures is explained more fully in our analy51s of the renteéd build-
ings program element.
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TABLE 4 i

DEPARTMENT OF GENERAL SERVICES
Total Expendltures by Programs 1970-71 Through 1972-73

Actual - Estimated Estimated
Operating unit 1970-71 1971-72 1972-73
Administration $1,769486  $2,076,149 $2,246,576
Property Management ..o, L 24431779 23,473,482 37,196,257
Local assistance......coo.oeervereereerenerinninnns 912,349 996,928 1,034,999
Buildings and grounds . 13,367,102 14,530,835 15,093,543
Facilities planning ........ 803,743 622,011 632,167
Property acquisition .........ooeecsrereenee 899,246 483,260 498,968
Architecture and con-
struction 8,338,226 6,740,734 6,605,719
Building standards ......cccoooccconnerrvvenns 25,971 11,714 14,016
Rented buildings ..........cecnmmnrrseressnns 85,142 88,000 13,316,845
Statewide Support
Services 50,229,738 56,554,036 59,307,095
Communications.......cor.vevcrverensenons 7,641,499 - 8,695,609 9,704,432
Data processing
services 2,410,621 3,552,957 4,127,311
Office SETVICES.........rvemmmrrrvrnrrrsseenneessnnns 2,248,545 3,178,576 3,267,083
State Printing ... 20,413,184 22,328,160 23,150,731
Procurement 8,955,191 9,906,694 10,261,628
Transportation 6,123,273 6,036,356 5,717,445
Security and Protection .............cueceee. 2,437,425 2,855,684 3,078,465
Statewide Management .
Services 4,143,295 4,976,346 4,592,101
Administrative .
hearings . 1,186,908 1,810,676 1,247,714
Legal SErviCes .......covrnmrreemmmrssasinnnens 361,707 329,207 341,342
Management assistance 930,746 792,551 876,303
INSUrance SErviCes .....ceneonronsenne 1,663,934 2,043,912 2,126,742
Totals $80,574,298 $87,080,013 $103,342,029
Percent of Increase ........owcivenens 55 8.1 187

Improved Cash Flow Reporting

In our 1971-72 Analysis we recommended that a current cash flow
statement and a current source and expenditure of funds statement
be made available monthly to General Services executive manage-
ment. We commented upon the department’s critical need to know
the current condition of cash flowing into and out of the revolving
fund (with the increase in revolving fund financing). We pointed out,
further, that the department lacked the type of responsive reporting
system needed to plan and manage adequately its revolving fund
expenditures.

General Services management is in agreement with this recommen-
dation and is making satisfactory progress in improving its cash flow
reporting. Efficient management of funds requires a balance of
providing sufficient funding for programs without providing more
than is needed. The department’s improved cash flow reporting
capability will enable it to make more efficient use of the state’s cash
resources.
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Program to Improve Services to Customers

A new Director of General Services was appointed in July 1971 and
under his direction a determined effort is being made to impose
throughout the department the philosophy and practice of providing
quality services to each customer.

The department planning officer has been assigned responsibility to
direct and coordinate a Client Services Program. The purpose of the
program is to identify and correct deficiencies in services the depart-
ment provides. Each division chief and executive staff member is
required to spend at least one day a month with his customers. In
addition, client opinion surveys are being conducted within agencies
the department serves to pinpoint problems. As problems are detect-
ed, teams composed of executive staff members, division chiefs re-
sponsible for areas in which deficiencies are found, and customers
work together to develop practical ways to improve the service.

Workload Measurement and “Concept Management”

We have recommended in previous analyses that the Department
of General Services develop meaningful workload standards. Al-
though the department has published workload standards previously,
the new director intends to have included as an integral part of any
such standards quantitative measures of services (outputs) the depart-
ment provides. Such measures are intended to facilitate practical cost/
benefit evaluation of what General Services should be doing and how.

The department is emphasizing a “concept management” philoso-
phy to instill in every division a substitute for the profit motive that
exists in the private sector. The purpose is to create a keener aware-
ness of customer needs and increase the department’s ability to satisfy
each need at a reasonable cost to the customer. It is our understanding
that division managers are to assess critically each service their units
provide as to whether (1) the value provided is worth the cost to the
customer, (2) the department can do it at less cost, (3) someone else
can do it at less cost, or (4) it should be done at all. Answers to these
questions are to serve as a continuing basis for improving department
operations.

To support this approach, efforts are being made to develop and
apply practical quantitative judgments and measures geared to spe-
cific department services. We will monitor these efforts and practices,
for we believe practical quantitative measures are necessary to deter-
mine more accurately when consolidations should occur, and evaluate
effects of consolidations in terms of staffing, costs, and level of service.

Consolidation of Services Continues

In previous analyses we have stressed the benefits to-the state from
consolidation of services, particularly in the areas of communication,
duplicating, warehousing, transportation, and electronic data process-
ing. A surnmary of recent progress in the Department of General
Services’ consolidation efforts follows:
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1. Communications. The department proposes that a two-year
trial consolidation, which began July 1, 1970, to centralize
Division of Highways communication functions with General
Services, be made permanent and that 46 positions assigned tem-
porarily from Highways remain permanently in the Communica-
tions Division.

2. Duplicating. Department of Social Welfare’s duplicating activi-
ties along with 17 positions were consolidated into the Office
Services Division effective July 1, 1971. The Department of Gen-
eral Services is making a study to determine the feasibility of
consolidating all state duplicating operations within the three-
block area in Sacramento bounded by N, O, 10th and 13th Streets.

3. Warehousing. Department. of Social Welfare’s warehousing
program was consolidated into the Department of General Serv-
ices warehousing system effective July 1, 1971. Plans are being
formulated to consolidate warehouses operated by the Depart-
ment of Human Resources Development, California Highway
Patrol, and Department of Motor Vehicles.

4. Transportation and Heavy Equipment Vehicles. A number of
minor consolidations are being made in which some agencies are
turning over their cars to the Transportation Division for central
management, storage and maintenance. The Department of
General Services initiated a study in December 1971 to deter-
mine how the state can make more efficient use of its heavy
equipment vehicles that are dispersed currently among various
state agencies.

In this analysis we are recommending studies to determine the
potential benefits of further consolidation of property acquisition and
a central inventory of state-owned land.

ANALYSIS AND RECOMMENDATIONS

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

Although the department groups its functions into four major pro-
grams, we treat each as a separate program in this analysis because of
the magnitude of the functions and their degree of specialization.

ADMINISTRATION .

Source Proposed : " Proposed
Funding of funds expenditure staff

Reimbursements..........oevveeecreeeccrnereeesnens Item 136 $2,246,576 1589
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The Administrative Program consists of central overall manage-
ment, fiscal, and personnel functions that support the department’s
operational programs. These functions are performed by the depart-
ment’s executive management, Comptroller’s office and personnel
office. Costs of these services are distributed among the department’s
operational programs.

Consolidation of Administrative Staff

Effective July 1, 1971, the department transferred 21.3 accounting
positions from the Office of State Printing (OSP) to the accounting
unit within the Comptroller’s office. Persons occupying these posi-
tions will remain physically at OSP until space at the central facility
is made available. This consolidation was made to enable the Comp-
troller to use the total accounting staff more flexibly and efficiently.
For similar reasons, the department also will transfer six personnel
positions from OSP into its personnel office effective July 1, 1972.

PROPERTY MANAGEMENT

In the section of the analysis which follows we will describe a major
reorganization of property management functions, recommend the
central coordination and control of state-owned lands, and recom-
mend a report be required on a new program which has been imple-
mented to standardize rental rates.

Facilities Planning Functions Reorganized

A major reorganization has occurred within the Department of
General Services involving the following divisions: (1) Facilities Plan-
ning, (2) Property Acquisition, (3) Buildings and Grounds; and (4)
the Office of Architecture and Construction. The events surrounding
the reorganization are discussed in this section prior to our description
of the revised divisions’ responsibilities and budgetary requirements.

As originally structured, the Facilities Planning Division provided
centralized coordination and control of .all noninstitutional office
space needs on a statewide basis.. Space standards, designs, plannings
and the negotiation of leases were all a part of this responsibility.

Statewide centralization in General Services was accomplished as
recommended by the Governor’s 1967 Task Force on Efficiency and
Cost Control. However, it was apparent that considerable duplication
existed among units of state government performing this function and
we therefore recommended against proposals to acquire additional
staff during the past three fiscal years. The Legislature accepted our
staffing recommendations and also adopted Senate Resolution 399 in
the 1969 Regular Session which directed us to conduct a two-year
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study to ascertain the extent of duplication of responsibilities and
services.

Study Results Trigger Reorganization

The report required by SR 339 was completed in February 1971
under the title Survey of Division of Facilities Planning. The findings
and major recommendations (which were accepted by the Legisla-
ture in the Supplementary Report of the Committee on Conference—
Budget Bill of 1971) are summarized below:

1. Technical and professional services by the Office of Architecture
and Construction are being provided as well by the Facilities Planning
Division. Because the prime purpose of Facilities Planning is to pro-
vide management, coordination and control, this division’s technical
and professional services (including design, drafting, and construction
supervision) should be transferred to the Office of Architecture and
Construction. '

2. The Divisions of Facilities Planning, Property Acquisition, and
Building and Grounds are involved in similar or overlapping respon-
sibilities in regard to property management and lease contracts. The
leasing unit of Facilities Planning should be merged with the Divisions
of Property Acquisition and Buildings and Grounds and operated as
the Property Management Division.

3. The Facilities Planning Division should be reorganized to per-
form analyses, make recommendations, set standards, develop policies
and procedures for coordination and control, and offer staff advice to
the Director of General Services in matters pertaining to space utiliza-
tion.

4. The major part of the Facilities Planning workload is devoted to
consideration related to leasing alternatives after the preliminary de-
cision to lease has already been made. It is essential that adequate
cost/benefit analysis be applied to all alternatives and written proce-
dures must be developed and followed to insure that thorough analysis
oceurs.

5. In some cases, the Facilities Planning Division permits agencies
to perform their own analysis and, in these cases, the division tends to
rubber stamp the alternative selected by the agency.

6. The state needs to develop and consistently apply design criteria
based upon estimated length of use of state facilities.

New Division Responsibilities

Pursuant to our findings and the recommendations of the Legisla-
ture, the Department of General Services reports that it has made the
following functional and organizational changes:

1. Functions of design, drafting, and on-the-job inspection of con-
struction projects were transferred from the Facilities Planning Divi-
sion to the Office of Architecture and Construction effective June 1,
1971. This involved the transfer of ten positions.
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2. The Leasing Unit from the Facilities Planning Division and the
Property Management Unit from the Property Acquisition Unit were
transferred to the Buildings and Grounds Division and placed under
a common supervisor effective June 1, 1971. Fifteen positions from
Facilities Planning and 13 positions from Property Acquisition were
transferred to Buildings and Grounds. The Buildings and Grounds
Division is now solely responsible for the property management and
control function, while the Property Acquisition Division has retained
responsibility for the property appraisal, purchase and sale, and ap-
praisal review functions.

3. The ‘Facilities Planning Unit, divested of the Leasing Unit, was
reorganized effective June 1, 1971, to:

a. Provide long-range planning for space utilization, including leas-
ing, buying, and building.

b. Perform economic analyses and make recommendations regard-
ing whether state-owned or leased premises should be used in
specific circumstances.

¢. Develop space standards and occupancy guides to provide for the
adequacy and uniformity of accommodations among state agen-
cies.

d. Review and analyze all space requests and make space asmgn-
ments in state-owned or leased office buildings.

e. Provide staff to the State Public Works Board and maintain space
and land inventories.

With the exception of the establishment of a Property Management
Division, this realignment of real property and facility management
functions generally follows the recommendations of the Legislature
and our report.

New Procedures Developed

According to General Services management, improvements in op-
erational effectiveness and efficiency have resulted from the reorgani-
zation and the following procedures have been adopted:

1. The Facilities Planning Division is developing and following writ-
ten procedures intended to insure that both quantitative and qualita-
tive analyses are made of all alternatives for each request for space.

2. The Buildings and Grounds Division processes building altera-
tions and lease requests and both are now available for legislative
review.

3. Sole occupancy leases are identified separately and are subjected
to the same procedural controls as state-constructed projects.

4. Uniform design criteria are being developed for all state office
space based upon estimated length of future occupancy. The depart-

-ment reports that it expects to use these criteria in planning for all
future office space needs.

Finally, it should be noted that the Legislature mcluded Control
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Section 28.2 in the Budget Act of 1971, which requires the Director of
General Services to notify the Joint Legislative Budget Committee of
his intention to initiate a lease agreement with a firm lease period of
five years or longer, an annual rental in excess of $5,000, or if an
agreement contains an option for the purchase of lease property. Such
notification to the Budget Committee must be made not less than 30
days prior to such authorization. ,
The purpose of this section is to provide a measure of leglslatlve
review to lease or lease-purchase decisions that may obligate the state
to significant expenditures of funds. Had this section been in effect,
the recent decision to move the Franchise Tax Board to the Aerojet-
General facility would have come to the attention of the Legislature
before administration decisions were final and contracts negotiated.

Central Coordination and Control of State-Owned Lands

We recommend that the Department of General Services conduct
a study to determine the feasibility of (1) placing an inventory of all
state-owned lands in a central organization, (2) charging that organi-
zation with responsibility for statewide coordination and con trol of all
state-owned land, and (3) computerizing this inventory to the state’s
optimum advantage. We recommend further that the department
submit the study, together with conclusions and recommendations, to
the Joint Legislative Budget Committee by November 1, 1972.

State-Owned Land is Big Business

According to estimates by the Department of General Services, the
total value of state-owned lands (exclusive of structures upon those
lands and of state highway properties) is about $270 million. The
department estimates the total value of all state-owned surplus land
(including those parcels held by the Division of Highways) to be about
$130 million. In the interest of statewide efficiency and economy, it
seems evident that the state should make effective use of these valua-
ble resources.

Diffusion of Functions and Responsibilities

Separate inventories of state-owned land are being maintained by
the State Division of Highways, the State Lands Division, and the
Department of General Services.

In the Division of Highways decentralized lnventorles are main-
tained, by each of the 11 district offices, of lands acquired by the
division and no central inventory is available. A subcommittee of the
Commission on California State Government Organization and Econ-
omy has completed an extensive study of the Division of Highway’s
excess land program. The subcommittee’s preliminary findings indi-
cate that a number of major deficiencies exist in the program includ-

"ing the following:

1. There isa lack of central respons1b111ty and authority over the
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right-of-way excess land program;

2. The excess land inventory system is incomplete, inaccurate, and
ineffective in providing for early disposal of land and reducing
the inventory to a minimum level. :

3. There has been an almost total lack of controls over engineering
holds;

4. The estimated value of surplus lands is grossly understated (book
value, which was listed at about $30 million in April 1971, may
actually be worth about $100 million).

5. The present computer inventory system does not provide man-
agement with adequate information to control the program ef-
fectively.

The fmdmgs also indicate that the excess land program is regarded
as of minor importance by the Division of Highways because the
organization is primarily engineering oriented.

The State Lands Division maintains an inventory of all soverign
lands (lands acquired from the Federal Government when California
was admitted to the Union). These are mainly school lands and tide
and submerged lands. The division publishes a biennial statistical re-
port entitled, Public Land Ownership in California, pursuant to Sec-
tion 14683 of the Government Code. The State Lands Division has
$93,375 included in its budget for fiscal year 1971-72 for its work on its
Land Information System. Chapter 1435, Statutes of 1971 {Assembly
“Bill 2935), added Section 603 to the Revenue and Taxation Code.
According to this section, the assessor of each county “. . . shall annual-
ly prepare a list of all real property, except dedicated streets and
- highways, in the county which is owned by any governmental entity.
- The list shall contain the assessor’s parcel number and, if such informa-
tion is available, a statement of the market value and existing use of
each such property. The list shall be delivered by September 1 to the
State Lands Commission and upon delivery shall become a public
record.” This act should improve the information available about
state-owned lands in the individual counties.

The Department of General Services, pursuant to Section 14730 of
the Government Code, maintains an inventory of all proprietary lands
(lands acquired for state government use). This inventory consists of
about 21,000 edge-punched cards filed by state agency and county. It
includes lands acquired by the University of California but does not
include lands acquired by the Division of Highways, sovereign lands
or tax-deeded and escheated lands (properties that revert to the state
when owners die with no known heirs). The inventory is verified with
the various state agencies at five-year intervals, as required by law.
Each agency receives information about only those property items
entered under its name and it is not published otherwise. The Depart-
ment of General Services has budgeted $10,000 to maintain this inven-
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tory during fiscal year 1972-73. '

In our opinion, there is a definite requlrement for a central inven-
tory of all state-owned property which should be under the jurisdic-
tion of a single organization if the state is to make the most of its total
land resources.

Under existing procedures the Department of General Services
contacts annually all state agencies (excluding the Division of High-
ways) requesting each to identify lands which are surplus and can be
transferred to another state agency or sold. To perform this function
adequately, it appears to us that one organization should (1) have a
complete, up-to-date inventory of all state-owned lands (including the
Division of Highways), (2) examine critically the use of each parcel,
(3) challenge the controlling agency whenever a parcel appears not
to be used sufficiently, and (4) reassign or dispose of properties where
appropriate in a manner that is to the state’s best interest. This organi-
zation should also use the inventory to assure that the state acquires
additional property only when no other suitable property is available.
To make effective and efficient use of such an inventory, it should
probably be computerized.

We therefore recommend that the Department of General Services
conduct a study with the full cooperation of the State Lands Division
and the Division of Highways to determine the technical, economic,
and operational feasibility of (1) placing responsibility. for an inven-
tory of state-owned lands in one central organization, (2) charging
that organization with responsibility for state-owned land, and (3)
automating this inventory to the state’s best advantage. We recom-
mend further that the department submit to the Joint Legislative
Budget Committee on November 1, 1972, the study together with
conclusions, recommendations, timing estimates and cost considera-
tions.

Movement Toward Standard Rental Rates

We recommend that the Department of General Services report on
the effects of this increase of standardization (including customer
acceptance, fiscal impact, problems encountered and plans for over-
coming them) to the Joint Legislative Budget Comimittee by Novem-
ber 1, 1972.

The Department of General Services is moving toward standardiz-
ing rental rates to state agencies for office and storage space.

Currently, costs are averaged among all General Fund buildings
(the 12 debt-free buildings, including the Capitol, owned by the Gen-
eral Fund). State agencies that occupy these structures are being
charged for office and storage space monthly rates per square foot of
24¢ and 6¢, respectively.

Costs are being averaged also among Office Buildings 8 and 9
(which were built from funds derived from general obligation bonds)
and the eight buildings purchased by loans from the Public Em-
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ployees’ Retirement System. State entities that occupy these buildings
are being charged for office and storage space monthly rates per
square foot of 41¢ and 11¢ respectively.

Effective July 1, 1972, the Department of General Services will
average costs among all of the buildings mentioned above and charge
state occupants standard monthly rates of 40¢ and 10¢ per square foot
for office and storage space. Individual rates will remain in effect for
buildings the state leases and for buildings the state has purchased
with special fund moneys. Department of General Services manage-
ment, however, plans to standardize rental rates for a// buildings,
beginning possibly as soon as fiscal year 1974-75.

Benefits of Standard Rental Rates

Standardization of state rental rates would offer the followmg sig-
nificant benefits:

1. State organization units could be placed and relocated more flexi-

bly.

2. Program budgeting would be facilitated in that true costs would
be represented more consistently.

3. The level of quality among state building facilities would tend to
be more consistent because substandard facilities would be up-
graded by General Services.

4. All departments would pay for their space needs on a more equi-
table basis.

We support the approach the Department of General Services is
taking to standardize rental rates. We point out, however, that any
system of standard rates for building space on a statewide basis can be
fully successful only if the following conditions exist:

1. The system is supported by accurate cost accounting.

2. The Department of General Services continues to acquire addi-

tional space on a cost-benefit basis; and

3. The department has, and applies consistently, good criteria so
that customers are provided facilities of comparable quality.

Because the success of this system hinges upon proper implementa-
tion and customer acceptance, its effects must be monitored closely
and problems should be diagnosed and remedied promptly.

We therefore recommend that the Department of General Services
report the effects of this increase of standardization after the first few
months of operation (including customer acceptance, fiscal impact,
problems encountered and plans for overcoming them) to the Joint
Legislative Budget Committee.

LOCAL ASSISTANCE

Source Proposed Proposed
Funding of funds expenditures staff
Direct support Item 137 $1,014,530 63.5
Reimbursements Item 136 20,469 e
Total $1,034,999 63.5
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The main activity of this office is the administration of the State
School Building Aid Law. Under this law, financial assistance is made
available to. school districts for the acquisition and development of
school sites, construction of school buildings, and purchase of school
furniture and equipment.' Other activities include (1) allocation of
funds to local agencies under the Emergency Flood Relief Law for
repair and restoration of local streets and roads damaged by floods; (2)
partial reimbursement to counties for providing legal counsel to indi-
gents; and (3) administering other financial assistance programs to
local agencies. ‘

BUILDINGS AND GROUNDS

Source Proposed Proposed
Funding of funds expenditures staff
Direct support Item 136 $1,486,260 1,216.3
Reimbursements...........covennrniennisense Item 136 13,607,283 —

Total $15,093,543 1,216.3

The Buildings and Grounds Division is responsible for providing
leasing, property management, and building and grounds mainte-
nance services as described below.

Leasing

This function consists of acquiring office and warehouse space for
state agencies in accordance with recommendations made by the
Facilities Planning Division. This involves lease negotiation, docu-
ment preparation, relocating state agencies, developing state leasing
policies, and managing state leases.

Property Management

This service includes management of state-owned properties ac-
quired but not yet occupied by the purchasing agency, leasing of
properties declared surplus prior to their disposal, and evaluating
leases of state-owned property not under jurisdiction of the Depart-
ment of General Services.

Building and Grounds Maintenance

The building maintenance function provides all services needed for
the maintenance and operation of state buildings. Members of the
various crafts as well as general maintenance personnel are employed.
The major part of the grounds maintenance workload is Capitol Park
in Sacramento.
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FACILITIES PLANNING

Source Proposed Proposed
Funding : of funds expenditures staff
Direct support Item 136 $10,000 335
Reimbursements...... s essssscsmreesene Item 136 - _622,167 =
Total $632,167 335

The main purpose of the Facilities and Planning Division is to pro-
vide central coordination and control of noninstitutional office space
needs on a statewide basis. The state occupies over 9.5 million square
feet of office space excluding the University, state colleges, and other
state institutions. The cost to the state for this space exceeds $25 million
per year.

An advance planning unit is responsible for developing short-range
and long-range programs to meet future state space needs, conducts
economic analyses to determine whether state-owned or leased prem-
ises should be used in specific circumstances, and develops standards
and criteria for selecting space facilities for state agencies. Consulting
services for space and long-range facilities planning are provided to
state entities and are available to local governments. A land control
function provides staff to the State Public Works Board, reviews acqui-
sition and site selection requests of state agencies, identifies and con-
ducts analyses of surplus property and controls the acquisition of state
property after an appropriation is approved. The Facilities Planning
Division also maintains a propnetary land inventory which contains
about 21,000 entries covering 1,165,000 acres of state property.

PROPERTY ACQUISITION

Source Proposed Proposed
" Funding ) of funds expenditures staff
Reimbursements Item 136 $498,96$ 24

We recommend that the Department of General Services together
with the Department of Water Resouces study the property acquisi-
tion functions of the two departments to determine if there are bene-
fits to be gained from integrating the Department of Water Resources
workload into the Department of General Services Property Acquisi-
tion Division or whether the two departments should continue to
perform this function independently. We recommend further that
results on this study be submitted to the Joint Legislative Budget
Committee by November 1, 1972.

The Property Acquisition Division performs two major functions:
(1) acquisition of property required by the state and (2) disposal of
real property determined to be surplus to the needs of the state.

The property acquisition functions involve the following four relat-
ed activities:

1. Property appraisal, which consists of collecting and analyzing
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data for determining market value (appraisals are prepared for
acquisition, condemnation, and surplus sales).

2. Appraisal review. Each appraisal is reviewed independently by
staff not involved in making the appraisals. This review function
is designed to insure that fair market value is paid for property
acquired. In addition, the appraisal review staff provides advice
and review services upon request to other state agencies.

3. Property negotiations with property owners. When contract
negotiations are concluded successfully, the division prepares a
written summary for review by the Director of General Services
and the State Public Works Board.

4. Expert valuation testimony. Division appraisers serve as wit-
nesses at condemnation trials.

Surplus state property is sold to the private sector and thereby

returned to the property tax rolls.

Further Consolidation of Property Acquisition

In a February 3, 1969, report entitled A Survey of Land Acquisition
and Disposal by State Agencies, prepared pursuant to Assembly Con-
current Resolution 143 (1968 Regular Session), we reviewed the land
acquisition and disposal functions as performed by different state
agencies. The major recommendation in the report was that all prop-
erty acquisition services except the Division of Highways should be
consolidated within the Department of General Services. In the re-
port we noted that the property acquisition workload of the Depart-
ment of Water Resources was diminishing rapidly and, therefore, little
other than disruption would have been achieved by transferring this
function to the Department of General Services at that time. We
added, however, that after fiscal year 1971-72, this workload would
shrink to a level where continued high efficiency might not be possi-
ble.

The Department of Water Resouces Right of Way Division project-
ed a decline from a high of 210.9 man-years in 1967-68 to 31.3 man-
years in fiscal year 1974-75.

Since our study was completed the Legislature has shifted the acqui-
sition work and staffing of the Reclamation Board to the Department
of Water Resources. This has resulted in reducing by one the number
of state agencies purchasing land. This shift has also increased the
workload of the Department of Water Resources and added an ele-
ment of stability over the long term which did not exist when our
original study was made. It therefore seems appropriate to reassess the
advantages from further consolidation of the property acquisition
function in the Department of Water Resources with the Department
of General Services. Particular attention needs to be given to the
ability of General Services to service the Reclamation Board workload
as well as the Department of Water Resources does with its engineer-
ing oriented acquisition staff.
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We therefore recommend that the Department of General Serv-
ices, working with the Department of Water Resources, make a study
to determine if there are benefits to be gained from consolidation of
the Department of Water Resources workload into General Serv1ces
Property Acquisition Division.

ARCHITECTURE AND CONSTRUCTION

Source Proposed Proposed
Funding of funds expenditures staff
Direct support Item 136 $1,438,280 3057
Revolving fund Item 142 - 4,719,639 —
Reimbursements Item 136 447,800 [ p—
Total $6,605,719 305.7

This program element is discussed under our analysis of Items 141
and 142 which make separate appropriations from the Architecture
Revolving Fund and the Architecture Public Building Fund respec-
tively.

BUILDING STANDARDS COMMISSION

Source Proposed Proposed
Funding ‘ of funds expenditures staff
Direct support Item 136 $14,016 —

The Building Standards Commission, which is responsible for re-
viewing proposed building code regulations and conducting hearings
of construction industry appeals, receives staff support from the Office
of Architecture and Construction.

This commission was established to codify uniformly building regu-
lations published by various state agencies and to interpret this code
upon request for state agencies, and others. Although this uniform
codification has been completed, continual updating of these regula-
tions is required. The Building Standards Commission is required by
Chapter 1449 of the 1970 Statutes to adopt by reference applicable
national specifications. This legislation facilitates current and eco-
nomic updating of these codes.

The Building Standards Commission prov1des to the construction
industry and to the general public an impartial hearing body. It makes
both formal and informal determinations on appeals and interpreta-
tions.

RENTED BUILDINGS

: Source Proposed Probosed
Funding ‘ of funds expenditures staff
Revolving fund Item 140 $13,316,845 s—

The Department of General Services collects rent on a nonprofit
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basis from occupants of a number of state buildings. Under present law
rent payments for state buildings are deposited directly into various
specified funds according to whether the buildings are debt free,

~unamortized buildings funded by special funds, or unamortized build-
ings funded by general obligation bonds. In the current year there-
fore, only those payments made through the Service Revolving Fund
are included because direct payments are not in the rented building
program.

Effective July 1, 1972, in accordance with Assembly Bill 2614 (Chap-
ter 992, Statutes of 1971) all rent received by the Department of
General Services for building space owned, managed, or controlled by
the state is to be deposited in the Service Revolving Fund. Payments
are to be made from this fund for all building costs including rent,
insurance, operating costs and maintenance expenses. This change in
the law is the reason why expenditures for rented buildings increased
from $88,000 in the current year to $13,316,845 in the budget year.

COMMUNICATIONS

Source Proposed Proposed
Funding of funds expenditures staff
Revolving fund Item 140 $9,685,072 2383
Reimbursements Item 136 19,360 R
Total......cconeermeccerne $9,704,432 2383

This program element involves planning for and managing the
state’s telecommunication facilities, assisting agencies in defining and
satisfying their telecommunication requirements, providing installa-
tion and maintenance services and insuring system reliability. Mi-
crowave radio, VHF radio, telephone, teletype and data
communication functions involve communication system planning,
design, installation, alteration and maintenance. Telephone services
consist of managing of the state’s leased-line telephone system, operat-
ing state switchboards, and preparing state telephone directories.

Consolidation Results in Savings

During fiscal year 1970-71 further centralization of the communica-
tions function took place. The Division of Highways, the only state
entity whose communication equipment was not being serviced by
the Communications Division, is serviced now under an interagency
agreement with the Department of General Services. Communication
engineering and maintenance personnel were assigned from the Divi-
sion of Highways to the Department of General Services for a two-
year trial period that began July 1, 1970.

The Department of General Services reported that a total savings
to-the state of $166,483 resulted in fiscal year 1970-71 as a result of this
consolidation. The department proposes that this trial consolidation
be made permanent, and that 41 radio technicians and five engineer
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positions assigned temporarily from the Division of Highways remain
permanently in the Communication Division.

This type of consolidation which eliminates duplicate services is in
line with our previous recommendations. We support the philosophy
and this specific action taken to achieve further centralization of com-
munication services.

DATA PROCESSING

Source Proposed Proposed
Funding of funds expenditures staff
Revolving fund Item 140 $3,785,942 189.9
Reimbursements Item 136 * 341,369 —
. Total ' $4,127,311 189.9

The Department of General Services through the Data Processing
Services Office is assuming a leadership role in providing centralized
data processing capabilities to a number of departments and state
agencies in order to preclude the acquisition of dedicated computers
and to reduce the overall growth of state expenditures for EDP.

Currently, Data Processing Service Center I (DPSC I) operates a
RCA Spectra 70/45 computer which provides EDP services to the
divisions within the Department of General Services, the Office of
State Printing, the State Treasurer and the Departments of Corpora-
tions and Real Estate. Data Processing Service Center II (DPSC II)
operates an IBM 360/50 computer which was transferred to General
Services from the Department of Education by action of the 1970
Legislature through the Budget Act of 1970. This center provides EDP
services to the Department of Education, the Department of Finance,
State Legislature and various state agencies who use this equipment
to process work during peak periods in order to preclude acquisition
of additional dedicated computer capability. The Data Processing
Services Office also provides systems analysis and programming serv-
ices to state agencies on a contract basis.and is directed by a data-
processing officer who coordinates the work of the two operating
units.

Legislative Support of “Utility” Approach

The Legislature has played a significant role in establishing a cen-
tralized EDP capability within the Department of General Serwces by
the following -actions:

1. The transfer of the IBM 360/50 on July 1, 1970, when it was
determined that this machine was being operated inefficiently and
underutilized by the Department of Education.

2. Designation of DPSC II as a “shared computer utility” and the
requirement that the Department of Finance use this utility rather
than a private service bureau for the Budget Data System (Supple-

121143525 - 292




Item 136 GENERAL SERVICES

- mental Report of the Committee on Conference—Budget Bill of
1970).

3. The requirement that the Secretary of State receive data-proc-
essing services from DPSC II in lieu of upgrading or operating a
dedicated computer system (Supplemental Report of the Committee
on Conference—Budget Bill of 1970 and 1971).

4. Recommendation that the Department of General Services and
control agencies investigate the technical and economic feasibility of
front-end communications processors (mini computers) for DPSC II.
A report on this investigation is to be made to the Joint Legislative
Budget Committee on May 1, 1972 (Supplemental Report of the Com-
mittee on Conference—Budget Bill of 1971).

5. The raising of the expenditure level (Service Revolving Fund) of
the Department of General Services for data processing by $700,000
to provide for an increased level of service and a flexibility in equip-
ment procurement and staffing to accommodate potential customers
(1971 Budget.Bill—-Conference Committee action).

6. Authorization for the Office of State Printing and the Depart-
ment of General Services to install electronic photocomposition and
related computer equipment to permit automation of legislative
printing beginning with 1972 session.

The Legislature also recommended that the Department of General
Services take steps to reduce the number of monitors now resident in
the data-processing system (DPSC II) which result in-a loss of effi-
ciency. In a report to the Joint Legislative Budget Committee on
November 1, 1971, the department indicated that two of three of these
monitors will be eliminated from regular operation by February 1,
1972, and the monitor “intercom” will be the only monitor in regular
use for current and future telecommunications systems. The IBM 360/
50 has been enhanced with certain devices that brmg the state closer
to the computer utility method of operation.

Improved Customer Service Planned

In keeping with the newly established departmental program to
improve service, the Data Processing Services Office is making a con-
certed effort to: (1) improve their responsiveness to customer re-
quests; (2) reduce the cost of EDP service through increasing
utilization of equipment and reducing overhead; and (3) provide liai-
son with customers by designating project managers who are responsi-
ble for the various specialized applications.

With a projected budget of $4,127,311 and a staffmg authorization
of 189.9 technical personnel, it is clear that the Department of General
Services is responsible for a large EDP service operation Because this
service is supplied to a number of key state agencies, it is 1mperat1ve
that high standards of quality be maintained.
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Future Role of General Services

The Director of General Services is a member of the six-member
California Information Systems Implementation Committee estab-
lished under AB 1663 (Chapter 1237, Statutes of 1971). The work of
this committee includes the development of an organizational struc-
ture which will encourage, accommodate and accomplish the utiliza-
tion of appropriate electronic data processing technology in meeting
the state’s information requirements.

We would expect that the committee will discuss the role the De-
partment of General Services now plays in serving as a computer
service utility and also the future of such general purpose computer

_utilities in California state government. In our judgment, it could be
very appropriate for the Department of General Services to be even-
tually designated as the EDP service center for most departments
within the Agriculture and Services Agency.

To improve its existing operation, we understand that plans are
being developed within the Department of General Services to merge
the EDP equipment currently operated in Data Processing Service
Centers I and II into a single consolidated center with an upgraded
computer. We will monitor this planning effort which should result in
reduced costs and an increased capability resulting from the econo-
mies of scale and improved utilization of technical personnel re-
sources.

OFFICE SERVICES

Source - Proposed Proposed
Funding of funds expenditures staff
Direct support Item 136 $55,865 185.3
Revolving fund Item 140 3,032,550 —
Reimbursements Item 136 178,668 —
Total $3,267,083 185.3

The Office Services Division provides the following functions for
state agencies: (1) supportive services, (2) office machine repair, and
(3) reproduction services.

Supportive Services

These services involve the following four activities: (1) mail and
messenger services (includes distribution of U.S. mail as well as inter-
agency correspondence), (2) maintaining office supplies, (3) operat-
ing a central typing pool which provides typing, stenographic services
and relief personnel for the Departments of General Services, Finance
and contracting agencies, and (4) maintaining property accountabili-
ty records for all state equipment, real property and improvements.
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Office Machine Repair

This function involves the repair and maintenance of typewriters,
adding machines, calculators, and other office machines. This group
provides technical services to cover master maintenance contracts
and provides assistance to the Office of Procurement in evaluating
office equipment.

Reproduction Services

This unit provides complete duplicating services to many state
agencies that have no duplicating equipment of their own. It also
provides specialized and partial services to agencies with workloads
sufficiently large to justify their own reproduction units. In addition,
this group advises agencies on reproduction equipment and methods
and provides addressograph service for maintaining mailing lists and
preparing address labels.

Consolidation of Reproduction Services

The Supplemental Report of the Committee on Conference (Budg-
et Bill of 1970) recommended that the Department of General Serv-
ices survey all agency duplicating facilities to determine the extent of
excess reproduction equipment, possibilities for transferring such
equipment to General Services, and the potential for eliminating
small inefficient reproducing facilities. This recommendation was
made because our office had found a proliferation of duplication
equipment throughout state agencies. Last year the department re-
ported that plans were in progress to begin such consolidation.

Effective July 1, 1971, the Department of Social Welfare’s reproduc-
tion activities along with 17 positions were consolidated into the De-
partment of General Services. We understand that in December 1971
the department completed the fact-gathering portion of a study to
determine the feasibility of consolidating all state duplicating opera-
tions within the three-block area in Sacramento bounded by N, O, 10th
and 13th streets.

STATE PRINTING

Source Proposed Proposed
Funding of funds expenditures staff
Revolving fund Item 139 $23,150,731 850.7

1. We recommend deletion of $790,000 for a web press at the Office
of State Printing. (Reduce Item 139, Revolving Fund—Printing.)

2. We repeat the recommendation contained in our analysis of the
textbook item (Item 275) that the Department of General Services
with the cooperation of the Bureau of Textbooks conduct a feasibility
study and institute a one-year pilot program of open bidding where
commercial printing firms would have an equal opportunity to com-
pete with the State Printer on the production of all state-adopted
textbooks and other educational materials. The results of this study
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and pilot program should be presented to the Legislature no later than
June 1, 1973,

3. We recommend that the State Printer make a survey of request-
ed reports to be published by all state agencies for the purpose of
standardizing size, formats and paper quality. The State Printer’s rec-
ommendations based upon this survey should be made available to the
Directors of Finance and General Services in order that administra-
tive directions for the preparation and printing of agency reports can
be promulgated to all state agencies.

The Office of State Printing (OSP) provides printing services for
the legislative, executive, and judicial branches of state government.
Legislative printing includes all bills, files, histories, journals arid spe-

-cial reports required by both houses of the Legislature. Printing serv-

ices are supplied to satisfy printing needs of the individual agencies.
The OSP also produces the majority of the elementary textbooks
specified by the State Board of Education.

During fiscal year 1970-71, the OSP expended funds for printing as
follows: Legislature—$3,211,825; state agencies—$7,904,861; textbooks
—$8,991,265. This represents a total expenditure for work completed
in the printing plant of $20,107,951. In addition, $1,447,000 was con-
tracted to private firms in that year, primarily for preparation of
textbooks.

New Web Press Requested

The Office of State Printing is requesting authorlzatlon to expend
$790,000 to purchase a new:four-unit perfecting web press for installa-
tion at OSP early in fiscal year 1973-74. We are informed that this press
will be used 90 percent for. producing textbooks and 10 percent for
agency printing. The OSP' currently has two other large four-unit
perfecting web presses that are devoted almost exclusively to produc-
ing textbooks.

Because of the almost total reliance on textbook production as justi-
fication for this new press, our analysis of the textbook program under
Itemn 275 has a direct bearing on this request. In particular, the follow- -
ing should be noted:

1. According to the Governor’s Budget, a substantial decline is pro-
jected in the volume of textbooks to be printed. Textbook printing
during- fiscal year 1970-71 totaled 19,763,880, as compared to the
13,312,882 expected to be printed in the budget year, a dechne of 33
percent over the two-year perlod

2. A further decline of 3,662,882 is anticipated if the current social
studies adoption is reversed (a possibility according to our analysis and
recent developments concerning this series).

3. The textbook utilization study has raised questions regarding the
utilization of state-provided textbooks in the school district surveys

" thus far.
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4. There are indications that the existing state textbook program is
being reviewed by both legislative committees and the Department
of Education with the possibility of proposals for major revisions or
alterations to the current system whereby the state prints and distrib-
utes free textbooks to public schools for grades 1-8.

5. Our textbook analysis recommends that a one-year pilot program
of open competitive bidding be intituted whereby commercial firms
would have an equal opportunity to compete with the State Printer
on the production of all state textbooks and other educational materi-
als.

This last recommendation is consistent with an earlier report issued
by our office, An Analysis of the Operations of the Office of State
Printing, dated January 1969 and prepared pursuant to SCR 108 (1968
Regular Session). Essentially the same recommendation was made in
that study, but the pilot program was never carried out. The State
Printer contended that because the Government Code required that
the OSP do all state printing except when sufficient capacity is not
available a change in statutes would be required. Only then does OSP,
working through the Office of Procurement, delegate work to the
private sector on a competitive-bid basis.

In our 1969 report we pointed out that the United States Govern-
ment Printing Office (GPO) had developed a good balance between
public and private printing, resulting in a 50/50 division of the work-
load based upon the nature of the work, the capacity of the GPO and
the private facilities available. We recommended a similar approach
for the Office of State Printing and maintained that the pilot program
of competition would be a start towards a more balanced program.

In light of the above, we do not concur with the acquisition of
another web press at this time and therefore recommend the deletion
of $790,000 from Item 139 (Printing Revolving Fund) for this equip-
ment.

Equipment in Need of Replacement

The department has requested $180,000 to replace in March 1973
the inserter-stitcher-trimmer that was installed in the OSP in 1957.
The present machine which is operated three shifts six days a week is
unable to process the full workload, and, in addition to being obsolete,
the present machine breaks down frequently. We understand that the
new machine is capable of processing twice the volume of the present
machine and therefore it will be able to process the OSP’s entire
workload. We recommend approval for this replacement of equip--
ment.

Standards for State Agency Reports

In our analysis of the State Personnel Board Budget, we noted that
the 1971 Annual Report printed for the board departs in format from
previous reports in that pictures of the board members are included,
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the paper is of the high-quality type used in advertising brochures, and
artist sketches adorn the cover and some pages. This report is bound
with plastic on the narrow edge so that the 1971 report, when placed
with other reports, is of different size and difficult to file.

Because of the difficulties in storing and analyzing agency.annual
reports of different sizes and formats, we recommend that the State
Printer make a survey of the requests for printing of such reports by
all state agencies for the purpose of standardizing size, formats, and
paper quality.

The State Printer’s recommendations based upon this survey should
be made available to the Directors of Finance and General Services
in order that administrative directions for the preparation and print-

_ing of agency reports can be promulgated to all state agencies.

Electronic Photocomposition System Implemented

The Office of State Printing is currently implementing a photocom-
position system to improve the quality, efficiency and timeliness of its
printing service to the Legislature and other state entities. This system
capitalizes upon the speed and accuracy of the computer as well as
advantages offered by the offset printing method (rather than the
present hot-metal typesetting method). Offset printing provides a
superior printed product at faster speed and lower labor costs. A key
advantage of photocomposition is the ability to alter quickly and
economically text previously captured in machine-readable form. Sig-
nificant savings in time and cost result from applications such as legis-
lative bills and college catalogs where textual data bases are preserved
on magnetic tapes which can be updated readily for repeated use.

In this approach, input for printing, which includes text along with
specifications for type fonts and page formatting, is entered at the OSP
via 16 video terminals online to the RCA 70/45 computer at General
Services’ Data Processing Service Center I (DPSCI). This computer
uses specialized software to perform composing functions (including
page numbering, formatting, and hyphenation) and produces com-
posed text on magnetic tapes. These tapes then are taken to OSP
where they are processed on an RCA Videocomp device to produce
masters for offset printing.

The OSP plans to produce all legislative bills, histories, and files by
photocomposition beginning in January 1972. Full production of legis-
lative journals by photocomposition is expected by the OSP to begin
by March 1972. Approximately 80 Assembly Bills have been processed
since May 1971; full production of Senate Histories began in June 1971;
and Senate Journals have been processed intermittently since July
1971. In addition, three large tax bills (each in excess of 300 pages)
were processed in June 1971 at a net saving of $50,000.

Work force reductions of 20 composing room personnel (from 185
in January 1969 to the current 165 level) and three bindery employees
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have resulted from increased processing efficiencies due to photocom-
position. Further personnel reductions will be achieved as photocom-
position continues to be implemented and given additional
applications.

OFFICE OF PROCUREMENT

: Source Proposed Proposed

Funding ) of funds expenditures staff
Direct support Item 136 $1,404,095 171
Revolving fund Item 140 8,535,921 —
Reimbursements Item 136 321,612 —

Total $10,261,628 171

The procurement element contains three program components: (1)
Direct Purchasing, (2) Traffic Management and (3) Warehouse—
Resale.

Direct Purchasing

The Office of Procurement purchases supplies and equipment in
excess of $25 for all state entities except the University of California
which is exempt completely and the state colleges which are exempt
from purchases under $500. This office is responsible for developing
purchase specifications, requesting bids and awarding contracts. It
also provides overall direction and review of purchasing methods,
coordinates consolidated purchase projects, establishes product stand-
ards, and tests for compliance with these standards.

Trafﬂé Management

Th1s unit provides traffic services and reviews state shipping and
frelght receipt practices:

‘ Warehouse—Resale

This program component consists of three separate functional units:
(1) Documents and Publications, (2) Property Reutilization, and (3)
Central Stores.

The Documents and Publication Unit is responsible for the public
sale of state publications and for the distribution of these publications
to libraries. It serves both as publisher of certain documents and as
consignee for public sale of other documents printed by public agen-
cies.

The Property Reutilization Unit reviews equipment being disposed
of by state agencies. Based upon such reviews and the equipment
needs of other agencies, this unit selectively obtams refurblshes and
resells this equipment to other state entities.”

Central Stores enables individual state agencies to purchase com-
mon use items at minimum cost through central volume purchasing.
Another objectlve of this unit is to provide quality control of the items
acqulred
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Consolidation of Small Item Purchasing

We recommended in our 1968-69 Analysis of the Budget Bill that
more agencies should do their small-item purchasing through Central
Stores to achieve savings and that department warehouses should be
consolidated into the General Services system. A number of agencies
have accepted this recommendation and are now purchasing their
small items from Central Stores.

Redistribution warehousing programs of the Department of Water
Resources and of the Department of General Services’ own Building
Grounds Division have since been consolidated into the central ware-
house system. Consolidation of the Department of Social Welfare
warehousing program was accomplished July 1, 1971.

We understand that these consolidations have resulted in the elimi-
nation of eight full-time positions, elimination of over 2,000 stock items
from continued uneconomic storage and a one-time saving of about
$350,000 from reduced inventory requirements.

More Consolidations Are Planned

Methods and techniques have been developed and refined to plan
and implement further consolidations. According to the Department
of General Services such consolidations can be accomplished at the
rate of one or two additional warehouses per year.

The result of this effort will be to consolidate the remaining redistri-
bution warehouses now being operated independently by seven other
state agencies. Plans are being formulated to consolidate the ware-
house operated by the Department of Human Resources Develop-
ment, next followed by warehouses operated by the California
Highway Patrol and by the Department of Motor Vehicles, respective-
ly.

Current plans are to maintain in operation the Department of Hu-
man Resources Development warehouse facility under management
of the Department of General Services.

We have concluded that the warehouse consolidation effort is pro-
gressing in a steady and satisfactory manner at this time.

TRANSPORTATION

Source Proposed Proposed
Funding : of funds expenditures staff
Direct support Item 136 $62,926 154.9
Revolving fund ..o, : Item 140 5,559,867 —
Reimbursements . Item 136 94,652 —
Total 85,717,445 154.9

We recommend that the Department of General Services, in coop-
eration with the Department of Water Resources and the Divisions of
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Highways and Forestry, submit to the Joint Legislative Budget Com-
mittee no later than November 1, 1972, final conclusions and recom-
mendations of the heavy equipment vehicle study currently in
progress. We recommend, further, that the department report to the
Joint Legislative Budget Committee on an intermittent basis signifi-
cant findings and recommendations as they are developed.

The Transportation Program Element consists of a number of vehi-
cle service activities. These-activities include central management and
coordination, vehicle pool operations, garage operations, preventive
maintenance, vehicle inspections, parking for state employees and
parking for the general public.

Vehicle Pool Operations

The Transportation Division maintains a fleet of 3,100 vehicles at 10
state locations to provide transportation to state employees in the
performance of their duties.

Garage Operations and Preventive Maintenance

Garage operations are avilable at eight state locations. They provide
storage, gas and oil, and car wash services for state vehicles. Preven-
tive maintenance of state-owned vehicles is performed at seven loca-
tions. The main purpose of this service is to minimize major repair
costs over the life of state vehicles.

Statewide Inspection Service

Vehicle inspectors make routine inspections of state vehicles. They
also determine conformance of new vehicles to specifications, deter-
mine optimum maintenance schedules, review and approve repair
needs, maintain liaison with representatives of vehicle manufacturers,
and review vendor invoices.

Employee and Public Parking

This function includes the assignment of parkmg spaces to state
employees, the operation of employee parking facilities in nine cities,
and the operation of public pay parking facilities in five cities.

Duplication of Heavy Equipment Evident

There have been legislative inquiries into the economies that could
be achieved through systematic interagency sharing of the state’s
heavy equipment resources. A preliminary survey conducted by this
office indicated that there are approximately 50 types of heavy equip-
ment vehicles distributed among nine separate state agencies. We
note in particular what appears to be a heavy duplication of such
vehicles among the Division of Highways, Department of Water Re-
sources and the Division of Forestry.

We are informed that in December 1971 the Department of Gen-
eral Services initiated a study to determine how the state can make
more efficient use of its heavy equipment vehicles. We are recom-

301 14311540




GENERAL SERVICES Item 136

DEPARTMENT OF GENERAL SERVICES—Continued

mending, therefore, that the Department of General Services provide
to the Joint Legislative Budget Committee the results of its findings.

Transportation Division Reorganized

The Transportation Division was reorganized recently and a new
division chief appointed. In addition, positions were established for a
statewide supervisor of all vehicle inspectors and a statewide supervi-
sor of all state garages. These changes are designed to unify and stand-
ardize effective fleet management practices.

The division is conducting a number of experiments which will test
the feasibility of making certain policy changes relative to transporta-
tion practices. These include:

(1) An experiment involving 100 cars from the state’s central pool
each with over 100,000 miles (the existing standard for dis-
posal). The purpose of this experiment is to determine if a
higher mileage maximum would be more economical than the
present standard. The results of this experiment will be availa-
ble in May 1972;

(2) An experiment to determine if selling 25 state cars through a
Sacramento automobile dealer on his used-car lot would yield
a higher price than current methods.

We also understand that the Department of General Services has
arranged to have air conditioning installed in all new state cars to
enhance both employee comfort and resale value. If the state contin-
ues to replace its cars at the present rate, all state cars will have air
conditioning within five years. In the meantime, the air-conditioned
cars are being delivered to areas with the warmest climates.

Over 13,000 passenger vehicles continue to be under the independ-
ent control of separate state agencies. A number of minor consolida-
tions are being made in which some agencies are turning over their
cars to the Transportation Division for central management, storage,
and maintenance. Any major consolidations will depend on feasibility
as determined by vehicle use data compiled on a regular basis by the
Transportation Division.

SECURITY AND PROTECTION

Source Proposed Proposed
Funding of funds expenditures staff
Direct support ‘Item 136 $971,151 2332
Reimbursements Item 136 2,107,314 —
Total . $3,078,465 233.2

The State Police Division provides protection services for state
buildings and property, their occupants, and visitors from hazards and
criminal actions. Division activities include patrol and surveillance;
responding to calls relating to accidents, injuries, fires and other com-
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plaints; conducting investigations and making reports; making arrests
and appearing in court; and providing for the safety and security of
individuals on state property. State police escort cashiers carrying
large sums of money; provide escort and chauffeur services for state
and other officials; control crowds; patrol state-owned canals and hy-
droelectric facilities; investigate bomb threats; maintain security at
public ceremonies; and assist other organizations in major emergen-
cies or disasters.

New Positions Established

Twenty-two additional positions were established during the cur-
rent year to provide service to agencies that requested additional
security and protection,

ADMINISTRATIVE HEARINGS

Source Proposed Proposed
Funding of funds expenditures staff
Reimbursements Item 136 $1,247,714 61.8

The Office of Administrative Hearings performs three functions:
(1) Conducts administrative hearings; (2) compiles and publishes the
California Administrative Code, which consists of rules and regula-
tions of state agencies; and (3) conducts studies of administrative law
and procedure. The main function of this office is conducting hear-
ings, which are adjudicatory proceedings under the Administrative
Procedure Act and other laws. The purpose of this function is to
prevent abuse of licensing authority given to 55 state agencies by
providing fair and impartial hearings to denied applicants and licens-
ees charged with legal violations.

Costs for this program element appear about $600,000 higher for
1971-72 than for the preceding or succeeding years. This results from
a $600,000 increase appropriated in the Social Welfare Reform Act of
1971 to conduct additional impartial hearings relative to provisions of
the act.

LEGAL SERVICES

: Source Proposed Proposed
Funding of funds expenditures staff
Direct support Item 136 $176,642 16
Reimbursements Item 136 164,700 —
Total $341,342 16

The legal office provides direct services to the Department of Gen-
eral Services, the Department of Finance, and various boards and
commissions. These services include reviewing and drafting of legal
documents and rendering legal advice. The office also reviews con-
tracts, leases and real property transactions entered into by other state
agencies which are subject to the approval of the Department of
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General Services. A major purpose of this unit is to assure that the state
follows appropriate courses of action to avoid becoming involved in
unnecessary litigation.

MANAGEMENT ASSISTANCE

Source Proposed Proposed

Funding of funds expenditures staff
Direct support Item 136 $851,303 51.2
Reimbursements Item 136 25,000 -
Total $876,303 512

The Office of Management Assistance consists of three units that
provide service in areas of accounting and fiscal management; man-
agement research; and state records services. These services include
maintaining the State Administrative Manual, assisting state agencies
install effective paperwork management systems, maintaining the
state’s accounting system as required in Section 14626 of the Govern-
ment Code, providing staff assistance to the State Board of Control,
and providing management assistance to divisions within the Depart-
ment of General Services.

In our Analysis of the 1971 Budget Bill, we recommended that the
Department of General Services, Management Assistance Division,
develop a pilot project which would test the feasibility of a central
accounting system development program utilizing a “task force” ap-
proach. The primary reason for this recommendation was the prolifer-
ation -of accounting systems designs which has occurred in the past
several years. The Departments of Water Resources, Public Health,
Social Welfare, Public Works, and Mental Hygiene all had recently
completed computerized accounting systems which are in operation.
We also noted that most of these departments utilized the services, at
considerable cost to the state, of private accounting and computer
systemns firms while designing and implementing these systems.

In our judgment, the state could save as much as 50 percent of the
developmental cost of accounting systems if we utilized state person-
nel who have gained experience while working with the private con-
sultants in the above systems projects. This approach would also result
in uniform or compatible systems design which would enhance the
state’s ability to coordinate and control program priorities and expen-
ditures.

Pilot Accounting System Development Program

During the fiscal committee hearings, the Departments of General
Services and Finance indicated full accord with our recommendations
and language was included in the Supplemental Committee on Con-
ference Report (Budget Bill of 1971) recommending the pilot project.
The Legislature also adopted Resolution Chapter 160, 1971 Session
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(ACR 88) which embodied a similar set of recommendations and
outlined certain program budgeting goals and criteria. The resolution
also gave the Department of Finance the primary responsibility for
implementing the pilot study with the aid of the Department of Gen-
eral Services.

Task Force Organized

Pursuant to the legislative directive, the Department of General
Services, in cooperation with the Department of Finance, began to
develop a task force of experienced state personnel to begin the pilot
project. The task force consists of one full-time accounting systems
analyst from the Department of General Services, two full-time ac-
countants from the Department of Education (one of which has previ-
ous experience in the development of the Water Resources and
Mental Hygiene systems) and, on a consultant basis, one systems pro-
gramming specialist from the Department of Public Health, and one
data processing systems analyst from the Department of Water Re-
sources. In addition, the supervising accounting systems analyst in the
Department of General Services serves as a consultant to the task
force.

Department of Education Selected as Pilot Department

The Department of Education was selected as the pilot project
department and work was scheduled to begin early in the 1971-72
fiscal year, The objective of the pilot project for Department of Educa-
tion purposes is to design and implement a budgeting, accounting and
reporting system composed of four interrelated functional parts. Con-
ceptually these parts are a budget accumulation module, a depart-
mental control accounting module, a program accounting module,
and a federal accounting module. The system must also produce out-
put data compatible with the Department of Finance budget data
system.

The work plan developed for the project calls for a four-phase pro-
gram: Definition of Systems Concepts, Development of Detailed Sys-
tem Design, System Implementation and System Evaluation. The
project goal is to complete the first three phases in time for implemen-
tation during the 1972-73 fiscal year. To meet this deadline, the task
force evaluated two existing state automated accounting systems to
determine if either were adaptable to the pilot project. The Depart-
ment of Public Health’s Program Accounting and Management Infor-
mation System (PAMIS) and the Department of Water Resources
Program Cost Accounting System (PCA) were reviewed and evaluat-
ed by the task force and the PCA system of the Department of Water
Resources was selected for use in the pilot project for the following
principal reasons: (1) the PCA system is an operationally proven sys-
tem (10 years) whereas the PAMIS system has been operational for
only six months, (2) the PCA system has a proven interfaced budget
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computer and personnel system, (3) the PCA system can be used to
control budgeted expenditures by program or by organization at the
departmentwide level while the PAMIS system is less flexible in terms
of program and organizational relationships, (4) the PCA system ap-
pears to have more potential as a model for statewide use, and (5) the
PCA system will meet the immediate needs of the Department of
Education.

Progress Reports

As provided by Resolution Chapter 160, progress reports have been
submitted by the Department of General Services to the Joint Legisla-
tive Budget Committee and the Assembly Committee on Efficiency
and Cost Control on November 1, 1971, and December 31, 1971.
Another progress report is due March 31, 1972, and a final report on
the results of the pilot project is to be completed by June 30, 1972.

We will continue to monitor this project as it progresses and report
any findings or problems to the fiscal committees or policy committees
as appropriate.

Additional Positions Requested

The department has requested an additional 3.5 clerical positions
based upon increased record volumes stored in State Records Centers
and an additional two positions to implement a statewide microfilm
and control program. In this program, the Department of General
Services will review all purchases of microfilm equipment and provide
instructions and guidelines for state agencies to use in determining the
feasibility of using microfilm for specific applications.

INSURANCE SERVICES

Source Proposed Proposed

Funding of funds expenditures staff
Direct support Item 136 $98,742 6 .
Reimbursements ~ Item 136 2,028,000 - —

Total $2,126,742 6

The Insurance Office provides services to protect the state’s large
investment in manpower, equipment, and facilities by transferring
risks to insurance companies through the purchase of insurance. This
office performs independent risk management studies of insurance
requirements for state agencies with a goal of promoting uniform
insurance procurement procedures and reducing state expenditures.

The automobile liability insurance rate for 26,000 state vehicles has
increased from $58 per vehicle in 1970-71 to $75 in 1971-72. This rate
is expected to increase to $78 per vehicle in 1972-73. We understand
that the department has evaluated recently the feasibility of having
the state assume self-risk insurance of state vehicles but that the find-
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Items 137 -138 GENERAL SERVICES
ings indicated that it is more economical for the state to continue to
insure commercially.

DEPARTMENT OF GENERAL SERVICES

Item 137 from the State '
School Building Aid Fund Budget p. 60 Program p. 286

Requested 197273 mireeerrercsresssiee s s bese s $1,000,530

FStimated 197172 ..ottt eesesesesesesesesseosessens 963,972

ACtUal T9T0=T1 ...ttt sesseresens 904,870
Requested increase $36,558 (3.8 percent)

Total recommended reduction ..........veiiiinnireennenns None

ANALYSIS AND RECOMMENDATIONS
This item provides support for the Office of Loocal Assistance charge-

able to the School Building Aid Program. Analysis of the program is
included in our analysis of Item 136.

DEPARTMENT OF GENERAL SERVICES

Item 138 General Fund Trans-
fers to Service Revolving
Fund

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item provides the authority for augmentation of the Service
Revolving Fund from the General Fund or special funds for the pur-
chase or replacement of equipment with funds available and intended
for such use subject to the State Board of Control.
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DEPARTMENT OF GENERAL SERVICES
OFFICE OF STATE PRINTING

Item 139 from the Service Re-

volving Fund Budget p. 60 Program p. 286
Requested 1972-T3 ...t seere st reseeens $23,150,731
Estimated 1971-T72 ...t seeee e seersvesnenens 22,328,160
Actual 1970-T1 ..o rertreeese s ente st e e e staesrenaee s 20,413,184

Requested increase $822,571 (3.7 percent)

Total recommended reduction .......coceeeveeeveireecnreerisennns © $790,000

ANALYSIS AND RECOMMENDATIONS
This item is discussed in our analysis of Item 136 where we recom-

mend disapproval of a web press at the Office of State Printing for a
saving of $790,000.
DEPARTMENT OF GENERAL SERVICES

Item 140 from the Service Re-

volving Fund Budget p. 60 Program p. 286
Requested 1072-T3.....ciirevmnnnsrereresinsesseinssssssmnessessssns $43,916,197
Estimated 197172 ...t ss s 29,134,000
Actual 1970=TL ..ot r st 25,744,924

Requested increase $14,782,197 (50.7 percent)

Total recommended reduction ........cccoeevvevieeevvnineienecenns None

ANALYSIS AND RECOMMENDATIONS
This item is discussed in our analysis of Item 136.
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Department of General Services
OFFICE OF ARCHITECTURE AND CONSTRUCTION

Item 141 from the Architec;

ture Revolving Fund’ Budget p. 61 Program p. 296
Requested 1972-73.............. SRR ersueseenensasensasiues st e s asnes $4,719,639
Estimated 1971-T72 .....cccccvinnerierecnnnseisesessssssnssssesssssssenns 4,887,916
Actual 1970=T1 ..oovvieirirrnsiienninressesrestenrsssssrese s isseissnsans 6,806,332

‘Requested decrease $168,277 (3.4 percent)

Total recommended reduction ........ccviniiniiivinnncenne, Indeterminate
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Private Architects.  Recommend Government Code 312
be amended to permit state to contract with private
organizations for all its architectural and engineering
work.

2. Phase Out Portion of Office. Recommend Depart- 312
ment of General Services phase out by July 1, 1973, that
portion of the Office of Architecture and Constructlon s
activities identified as basic architectural and related
services.

GENERAL PROGRAM STATEMENT

The Office of Architecture and Construction functions primarily as
an architectural and engineering 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 spec-
trum of architectural and engineering services whereas the smaller
private architectural organizations often provide only archtectural
services and must go outside their own organizations to obtain the
various engineering services such as mechanical, electrical and civil.

One major difference between the state organization and private
organizations is that it also operates an on-the-job inspection service
during the construction period. This service is performed as a matter
of course for all state projects which by law fall within its purview. 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 Cali-
fornia is not required by law to use the services of the organization and
it never has, but has relied entirely on private architects and engineers
for its major projects.

The method of compensation used for the Office of Architecture
and Construction differs from a private architect in that the state
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GENERAL SERVICES Item 141

OFFICE OF ARCHITECTURE AND CONSTRUCTION—Continued

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 agrees in advance to a method of compensation
which is determined by the conditions of a specific project.

For the current fiscal year, the average fee of the Office of Architec-
ture and Construction is projected to be 7.52 percent of the cost of
construction. This is larger than the 7.21 percent computed average
rate of compensation for basic architectural services recommended by
the California Council of the American Institute of Architects. Conse-
quently, it appears that the cost to the state will be more than if the
services were contracted. ‘

Comparisons cannot be made between the service fees charged by
the Office of Architecture and Construction for on-the-job inspection
work and those 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
constant on-the-job inspection, he employs one or more inspectors,
directly paid by him, although the individuals may be recommended
by the architect. For the current fiscal year the Office of Architecture
and Construction estimates that the average cost of this service is 2.16
percent of the project construction cost as compared with 2.26 percent
in the 1970-71 fiscal year. The goal for the budget year is 1.53 percent.

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” projects 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. However, the level of
activity in this area has diminished considerably.

The office also performs a somewhat unusual service under a sepa-
rately 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 ar-
chitects to ascertain whether they meet the minimum standards for
seismic, wind and fire safety generally as set forth in the “Field Act.”
This is discussed in Item 142.

The Architectural Revolving Fund from which the activities of the
office are financed receives no revenues in the ordinary sense. In-
stead, funds appropriated by the Legislature for specific projects are
deposited 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 upon the
level of capital outlay appropriations provided by the Legislature. As
a practical matter, the revolving fund is continuously appropriated to
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Item 141 GENERAL SERVICES

the office, but for some years it has been the practice to include a
specific appropriation from the revolving fund in the Budget Bili in
order that the Legislature may have an opportunity to review the
‘activities of the office and the cost of its services.

ANALYSIS AND RECOMMENDATIONS

The program budget for the Office of Architecture and Construc-
tion categorizes its Architectural Revolving Fund activities into two
major service functions. They are:

(1) Architectural and consulting services including civil, structural,
environmental design and cost engineering, and related serv-
ices, and

(2) Construction services which primarily include construction
supervision and inspection.

The architectural and consulting services function can be subdivid-
ed into two components, basic and extra services. Basic services are
considered comparable to those services for which private firms re-
ceive compensation under normal service fee schedules. Extra serv-
ices include field surveys, soil reports, soil and laboratory tests,
blueprinting, advertising and administration of contracts. The preced-
ing are not basic to every project and are services for which private
firms receive separate compensation. This functional subdivision
facilitates comparison of state costs to usual fees charged by private
architectural offices as well as analysis of staff to workload ratios and
adjustments.

Workload Determination

The budget proposal for the 1972-73 fiscal year is based on data
analyzed in early December of 1971 and represents the best estimate
possible under the prevailing circumstances. A final decision on the
size of the capital outlay program in the Governor’s Budget had not
been made at that time and funds had not been released for previously
authorized projects. »

Given these restraints, the 1972-73 fiscal year workload level for the
basic architectural services function, based on construction value, is
estimated at $30 million which is the same as estimated for the current
year. However, the actual workload volume for the office will be
approximately 10 to 13 percent less than the current year because of
inflation in construction costs. '

In contrast to the leveling off of workload for architectural and
consulting services, the level for the construction supervision func-
tion, based on construction value, is estimated to decline to $84 mil-
lion. This is 16 percent less than the $100 million estimated for the
current fiscal year.
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Proposed Staffing Level

The funding and staffing levels for the 1972-73 fiscal year appear in
Table 1.

Table 1
ALLOCATION OF FUNDS AND STAFF BY FUNCTION _

-Percent -
Increase or
Actual Estimated Estdetea' (Decrease) from
1970-71 1971-72 . 1972-73 current year
Basic Services :
Production Cost ........coeeerverrveesivennne $3,597,427 $2,262,681 $2,256,060 (.3)

Man-years : 168.8 105.2 105.2 0
Extra Services o .
Production €ost.........coenrirenrinnes $998,474 $917,880 $961,350 4.7
Man-years 578 52.5 52.5 0
Construction Services
Production Cost ...cc..cccoucovmrrremniranne $2,263,653 $2,155,951 $1,950,029 (9:6)
Man-years 1110 . 101.0 88.0 (12.9)-
Total o
Production ..........ccoemmrerveenrsionne $6,859,554 $5,336,512 $5,167,439 (3.2)
Man-years ....coovoseecssssssessenaens 3376 258.7 245.7 (5.3)

The budget for the current fiscal year was based on a staffing level
of 252.7 authorized positions. The transfer of 10 positions from the
Facilities Planning Division increased that level to 262.7. As indicated
in Table 1, it is estimated that workload and administrative adjust-
ments as well as salary savings will reduce the authorized level to 258.7
man-years.

For the budget year, it is proposed to reduce authorized positions
to 248.7, a reduction of 10 positions or 3.9 percent. Estimated salary
savings will further reduce this figure to 245.7 man—years as shown in
Table 1.

The Role and Future of the Office of Architecture and Construction

We recommend that: (1) The Government Code be amended to
permit the state to contract with private organizations for all its archi-
- tectural and engineering work, (2) the Department of General Serv-
ices phase out by July 1, 1973, that portion of the Office of Architecture
and Construction’s activities identified as basic architectural and relat-
ed services, and (3) the department retain an architectural consulting
and construction capacity with adequate staff to:
a. Supervise and inspect construction projects designed for the
state,
b. Coordinate the state’s buz]dmg program and serve as 11315011 with
private architectural organizations, and
c. Perform certain functions peculiar to the state’s operation such
as special investigation, space planning and preparation of re-
ports, !
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Item 141 GENERAL SERVICES

With certain statutory exceptions, the State Architect under Gov-
ernment Code Section 14751, has general charge, under the Depart-
ment of General Services, of the erection of all state buildings and is
required to have an inspector assigned to each building during its
construction. The law also provides that the department may contract
with qualified architects and engineers for the performance of work
when the state lacks sufficient staff to perform the work in a timely
manner.

At the time the state began providing its own architectural and
engineering services, it was embarking on a large-scale postwar build-
ing program. With the volume of work involved, the state soon devel-
oped a large staff of architects and engineers having a continuity of
experience with the peculiarities of the state’s needs in its various
specialized facilities. At the time, there were few private firms that
had similar expertise and the capability to turn out such a large vol-
ume of work.

However, circumstances have changed. The amount of state con-
struction requiring the services of the Office of Architecture and Con-
struction has diminished due to program changes and a reduction in
state college projects' assigned to the office. In addition, numerous
private architectural and engineering firms have the expertise and
production capabilities to perform the work as competently as the
state-employed staff and at no increase in cost.

Lack of Flexibility

The State Office of Architecture and Construction does not have the
flexibility to adjust to fluctuations in workload as readily as a private
firmn. This:is because of various considerations including rules and
regulations governing layoff and demotion. This inflexibility coupled
with the rapid decrease in workload experienced by the office over
the past two years has resulted in the accumulation of undistributed
expenditures totaling $1,592,647. This cost will have to be recovered
from open work orders and future work. The potential for this situa-
tion to recur is always present due to uncertainties as to the actual size
of the state’s capital outlay program until the Budget Bill is finally
passed. It can be further compounded by administrative decisions not
to release funds for previously authorized projects. This also makes it
difficult to establish a staff to workload ratio that will hold state costs
at a level comparable to private architects’ fees.

We suggest that the benefits to be derived from maintaining this
service are difficult to assess in light of the capabilities of private
organizations, the inflexibility of the present arrangement, the poten-
tial for future cost overruns, and the budget proposal which indicates
a greater cost for the state’s services. However, we believe it would
be advisable for the state to employ its own project coordinators and
" inspectors to interpret policy and program needs, control costs and
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OFFICE OF ARCHITECTURE AND CONSTRUCTION—Continued

insure compliance with contract documents. We contemplate that a
staffing level of approximately 100 man-years would be sufficient to
perform the functions outlined above. We further suggest that a con-
sistent method of funding this operation be developed to provide a
sense of permanence and stability for the staff.

Department of General Services
OFFICE OF ARCHITECTURE AND CONSTRUCTION

Item 142 from the Architec-

ture Public Building Fund Budget p. 61 Program p. 296
ReqUEStEd 1972-T3....ooouiereerenreeeeseeeermmmsenssssmsssssssssssssssssssessennns $1,438,280
Estimated 1971=72 ........cuverreieereeereesessseersne e rssssesesens 1,404,222
Actual 1970-TL ..ot se e e ns 1,416,233

Requested increase $34,058 (2.4 percent)

Total recommended reduction ..........cveeeeveivcnrerncrennenenn, $1,438,280
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. The Field Act. Recommend the act be amended and 316
the schoolhouse plan checking function be eliminated.

2. Plan Check.. Recommend the plan check function for 316
fire and panic safety be eliminated.

GENERAL PROGRAM STATEMENT

In addition to its primary architectural and engineering functions,
the Office of Architecture and Construction performs a plan checking
function for all public school entities in the state. Education Code
Section 15401 and following directs that all plans for construction or
~ alterations to any public school building exceeding $10,000 in cost be
submitted to the Department of General Services for approval. The |
Office of Architecture and Construction is also responsible for check-
ing plans for compliance with fire and panic safety requirements.
Currently, this service is provided by contracting with the State Fire
Marshal’s Office for the staff required to perform this function.

The Office of Architecture and Construction performs no design
work of any kind with respect to this program. It merely reviews the
structural plans submitted by private architects and engineers for
compliance with the wind and seismic load design criteria and in
general checks the overall safety of the structural design concept. The
plans which are not approved are returned to the source with excep-
tions noted and a request that corrections be made and the plans
resubmitted. Following this review and approval procedure, the Of-
fice of Architecture and Construction inspects and monitors construc-
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tion progress to insure compliance. Revenue to support this program
is generated by a filing fee of one-half of 1 percent of the estimated
project cost ($50 minimum) which must accompany each set of plans
submitted for checking.

ANALYSIS AND RECOMMENDATIONS

The estimated construction value of proposed schoolhouse work in
the state serves as the basis for determining total workload for the

- schoolhouse plan review function as well as projecting the revenue

from fees which go toward offsetting the cost of the program. Table
1 indicates the current trend in schoolthouse construction activity and
its budgetary impact on the plan checking program.

Table 1

COMPARISON OF WORKLOAD FUNDING AND STAFFING CHANGES
(196970 through 1972-73) ’

Percent
Change
Actual Actual Estimated  FEstimated from
1969-70 1970-71 1971-72 1972-73 Current Year
Construction value $243,460,000  $310,000,000  $300,000,000  $320,000,000 6.7%
Total revenues ...... 1,206,526 1,376,258 1,403,825 1,425,846 1.6
Total expenditures 1,490,347 1,416,233 1,404,222 1,438,280 24

Production man-years 72 63.8 60 60 —_—

The figures in Table 1 are merely indicators and as such are some-
what misleading because of inflationary factors. For instance, if cur-
rent construction cost trends continue and the construction volume
estimated for the 1972-73 fiscal year is correct, the actual workload
should be less than the current year. The equivalent volume of work
with an estimated construction cost of $300 million in 1971-72 would
cost approximately $340 million in 1972-73 due to rising construction
costs. '

The proposal for the budget year contemplates a $34,058 or 2.4
percent increase over the amount estimated for the current year.
Table 2 summarizes the proposal.

Table 2 ]
SUMMARY OF MAJOR PROGRAM EXPENDITURE CHANGES
Percent

: Increase or
Actual Estimated Estimated from

1970-71 1971-72 1972-73 current year
Operating expenses and :
EQUIPIMENE <.ovvcrecreerrccrrveismnreenseens T $227,100 $237,179 $257,990 8.8%
State Fire Marshal ) 74,000 81,900 81,900 —
Personal SErvices ......cocommemmremmennncens 1,147,520 1,085,143 1,098,390 1.2
Total . $1,448,620 $1,404,222 $1,438,280 24%

As indicated in Table 2, the largest increase occurs in the area of
operating expenses and equipment. Involved are increases in rent,
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OFFICE OF ARCHITECTURE AND CONSTRUCTION—Continued

intradepartmental overhead, equipment and. earthquake research.
The increase in rent is because of legislation passed in the 1971 Regular
Session standardizing the rental rates charged occupants of state
buildings. The equipment request is to replace existing antiquated
items which have reached the point where further repair is un-
economical.

The increased emphasis on earthquake research reflects the need
to learn more about the actual forces generated by earthquakes and
the way buildings respond.

Should Plans be Double-Checked?

We recommend the Field Act be amended to require that the
professionals responsible for the design of public school buildings cer-
tify that the structural design complies with established wind and
seismic load design criteria and assume responsibility for the overall
safety of the structural design concept. This would eliminate the ne-
cessity for the schoolhouse plan checking function for a savings of
$1,356,380 to local school districts.

Basically, there has been no change in the services provided by the
schoolhouse section to the school districts since the creation of the
function subsequent to the 1933 earthquake in southern California.
The plan check staffing standard has been gradually increased by
more spot checks of major design elements, and reducing time spent
on details which do not play a major part in the overall structural
stability of the buildings.

However, since the initiation of the state’s plan check, there has
been a general upgrading of the design profession and codes govern-
ing the construction of these buildings. In fact, code requirements
governing design are very specific and school buildings must be de-
signed by licensed architects and engineers with the same professional
qualifications as the state personnel rechecking the plans. Conse-
quently, we question whether the extra expense of double checking
the designs is justifiable.

Some may argue that school buildings are inherently more suscepti-
ble to damage by seismic forces. Yet, this extra measure of protection
is only applied to a portion of school construction activity in the state.
All facilities constructed for parochial and private schools as well as
facilities constructed for the community colleges, state colleges, the
University of California and private universities are not subject to
review by the state’s schoolhouse section.

We believe the licensed professionals responsible for the de31gn of
school buildings are sufficiently competent and qualified to recheck
their own work, certify that it complies with code requirements and
be held accountable for code compliance. We believe the same ration-
ale obviates the need for the State Fire Marshal to double check plans
for fire and panic safety. Consequently, we have recommended that
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this service be discontinued for a contractual savings to the Architec-
tural Public Building Fund of $81,900. This issueis discussed in Item
133. : '

Agriculture and Services Agency
DEPARTMENT OF INDUSTRIAL RELATIONS

Item 143 from the General

Fund Budget p. 63 Program p. 310
Requested 1972=T3........ccuvvieemrrinnernreisioresessissesssssssssoserassens $22,139,045
Estimated 1971=T2 ....c.oooviriririenirinrinninssssssessesisssnesmssesssnsens 21,704,801
ACtUAl 1970-T1 .ot etseersre et s sasesenes 22,264,557

Requested increase $434,244 (2.0 percent)

Total recommended reduction ...........coeveevevenennnne. JRO—, ~$14,644
_ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Electronic Data Processing. Recommend the Depart- 319
ment of Industrial Relations, with assistance from the De-
partment of Finance Division of EDP Control and
Development, study the feasibility of obtaining data process-
ing services via remote terminal from the Agency EDP Cen-
ter in Sacramento or from a private time-sharing company in
the bay area and implement the alternative which best meets
the needs of the Department of Industrial Relations and the
state.

2. Self-Insurer Program. Recommend the addition of six 320
consultant/auditor positions and 4 clerical positions to the
self-insurer program at an approximate increased cost of
$150,000. Pursuant to Chapter 1758, Statutes of 1971 (AB 197)
all costs of this program will be fully reimbursed in the
budget year. Recommended deletion of $82,754.

3. State Conciliation Service. Recommend legislation re- 322
quiring costs incurred by the State Conciliation Service for
fact-finding committees and hearing officers in connection
with mediation of transit authority labor disputes be shared
equally among the parties to the dispute.

4. Workmen’s Compensation Appeals Board. Recom- 323
mend approval of the proposed new management analyst
position on the condition that it be utilized by the Appeals
Board to: (1) examine division staff allocations, local case-
loads and backlog, calendaring procedures and administra-
tive rules with a view to expediting the flow of cases both in
critical areas and statewide, (2) review the recommenda-
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tions of the Governor’s task force of 1971, (3) study recent
experiments and innovations in court administration for poss-
ible adaptation to the Workmen’s Compensation Appeals
System, and (4) report findings and recommendations on the
above matters to the Joint Legislative Budget Committee on
or before February 1, 1973.

5. Fair Employment Practices. Augment $68,110. Rec- 327
ommend the budget for the Division of Fair Employment
Practices be augmented by four consultant positions for a
total staff augmentation of eight consultant and two clerical
positions for the purpose of handling complaints.

6. Industrial Safety. Recommendation on Division of In-
dustrial Safety withheld, pending receipt of additional infor-
mation.

GENERAL PROGRAM STATEMENT ,

The Department of Industrial Relations was created by the Legisla-
ture in 1927 to “foster, promote, and develop the welfare of the wage
earners of California, improve their working conditions, and advance
their opportunities for profitable employment.”

To fulfill these broad objectives, the department provides services
through the following eight divisions: (1) Industrial Accidents, (2)
Industrial Safety, (3) Industrial Welfare, (4) Labor Law Enforcement,
(5) Apprenticeship Standards, (6) Labor Statistics and Research, (7)
Fair Employment Practices, and (8) State Compensation Insurance
Fund. In addition, the department provides a Conciliation Service and
administers the workman’s compensation Self-Insurers plan. With the
exception of the State Compensation Insurance Fund, which operates
as a public service nonprofit enterprise, the department’s programs
will be discussed separately in the analysis and recommendations
which follow.

The department’s proposed General Fund appropriation of
$22,139,045 is $434,244 or 2 percent above estimated General Fund
expenditures for the current year. Federal funding estimated at $434,-
782 produces a total budget-year expenditure program of $22,573,827,
which is $12,781 or less than one percent over estimated expenditures
for the current year.

The $434,782 in federal funds budgeted for 1972-73 represents a
reduction of $421,463 or nearly 50 percent from current-year federal
expenditure levels. This reduction reflects primarily the deletion of
three one-year-only federal grant programs operative during 1971-72:
(1) a $178,063 contract with the Division of Industrial Safety for inten-
sified inspection and enforcement efforts in five industries with excep-
tionally high accident rates (these industries, designated as “target
areas” by the 1970 Federal Occupational Safety and Health Act, are
roofing, sheet metal, lumber, meat packing and mobilehome construc-
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tion), (2) $210,000 (13 man-years) representing 90 percent of the cost
of a task force which is reviewing California safety standards for con-
formity to the Occupational Safety and Health Act (OSHA) and deve-
loping California’s application for federal approval of revised codes
and procedures, and (3) a $27,000 (1.2 man-years) grant to the Divi-
sion of Labor Research and Statistics, for the purpose of planning the
integration of California’s labor statistics program with the data re-
porting and collecting requirements of the federal OSH Act.

A separate grant of $6,400 was made to the Division of Apprentice-
ship Standards in the current year for a staff orientation program
concerning the implementation of new federal minority apprentice-
ship regulations (29 Code of Federal Regulations Part 30).

None of these grants is currently scheduled for continuation in the
budget year. As discussed later in this analysis, however, up to $2.5
million in federal Occupational Safety and Health funds could be
made available in the budget year, contingent upon state accommoda-
tion to as yet undefined federal qualification requirements.

ANALYSIS AND RECOMMENDATIONS

DIVISION OF ADMINISTRATION

The Division of Administration serves the administrative needs of
the department’s eight program divisions by providing the ancillary
services of management analysis, fiscal management, personnel and
training, duplication, data processing, and technical assistance in the
compilation of statistical reports. The office of the director, which has
the responsibility for planning, coordinating and executing the serv-
ices provided by the semiautonomous program divisions, is also budg-
eted within the Division of Administration.

Data Processing—Bay Area Data Processing Service Center

We recommend that the Department of Industrial Relations, with
assistance from the Department of Finance Division of EDP Control
and Development, study the feasibility of obtaining data processing
services via remote terminal from the Agency EDP Center in Sacra-
mento or from a private time-sharing company in the bay area and
implement that alternative which best meets the needs of the Depart-
ment of Industrial Relations and the state. )

In our 1970 Analysis of the Budget Bill, we recommended that the
" Office of Management Services and the Human Relations Agency
make a thorough analysis of the technical and management aspects of
the Bay Area Data Processing Service (BADPSC) due to the technical,
fiscal and management problems which were being experienced by
the participating departments including the Department of Industrial
Relations. Since the BADPSC was intended to test the feasibility of a
geographic concept for consolidated EDP resources, we felt it appro-
priate to evaluate that experiment and learn from that experience to
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prevent future mistakes and take advantage of any positive results.

The Office of Management Services and the Human Relations
Agency performed the required evaluation of the BADPSC and made
20 recommendations for improvements. However, many of the obser-
vations and conclusions which were contained in the original draft
report were absent or restated with lesser impact in the final report
so that the final report did not reflect many of the substantive issues
initially outlined.

In our judgment, the evaluation, did prove, however, that the
BADPSC was not performing effectively and had virtually become a
Department of Public Health computer center. The Department of
Public Health’s use of the center represents 70 percent of the center’s
total proposed budget. The Public Utilities Commission has reduced
its requirements for service from the center over the past two years,
and the Department of Health Care Services will withdraw its work
soon, leaving only the Departments of Industrial Relations and Public
Health and to a much lesser extent the Air Resources Board and the
City of Berkeley to share the expense of the entire center.

The Department of Industrial Relations has now expressed its inten-
tion to seek other alternatives to meet its EDP requirements. On page
162 of this analysis we recommend the formation of an agency EDP
center utilizing the IBM 370/165 computer now being installed at the
Department of Human Resources Development. If this proposal is
adopted, the Department of Industrial Relations could obtain services
from the agency center in Sacramento via remote terminal or join the
Public Utilities Commission in obtaining service from a private time-
sharing company in the bay area. Either alternative should provide
improved service to the Department of Industrial Relations.

We therefore recommend that the Department of Industrial Rela-
tions, with assistance from the Department of Finance Division of
EDP Control and Development, perform a feasibility study of the
above alternatives and implement that alternative which best meets
the needs of the Department of Industrial Relations and the state.

Regulation of Workmen's Compensation Self-Insurance Plans

We recommend the addition of six consultant/auditor positions and
four clerical positions to this program at an approximate increased cost
of $150,000 resulting in an augmented program level of $232,754. Pur-
suant to Chapter 1758, Statutes of 1971, all costs of this program will
be fully reimbursed in the budget year. We therefore further recom-
mend that the $82,754 proposed for appropriation to this program in.
1972-73 be deleted.

Section 3700 of the Labor Code provides that the director of Indus-
trial Relations may issue certificates to self-insure to those enterprises
" demonstrating financial capability to fully compensate their workers
for industrial injuries. The unit handling this function is presently
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composed of a staff of one manager, one consultant and one stenogra-
pher based in San Francisco, and one consultant without clerical help
in Los Angeles, The staff processes new applications for self-insurance
certificates, maintains security deposits, administers examinations,
provides consultative services to plan managers, and reviews claims
payments for promptness and adequacy.

The proposed budget is $82,754, which represents a decrease of
$7,326 or 8.1 percent from estimated current-year expenditures of
$90,080. It should be noted that this amount was requested for appro-
priation before AB 197 (Chapter 1758, Statutes of 1971) was signed
into law. According to Chapter 1758, all costs of this program are to
be fully reimbursed in the budget year, and it is therefore unnecessary
to make a General Fund appropriation to fund this activity.

Growth in the Number of Self-Insurers. During the five-year period
1964-65 to 1968-69, the average annual number of new applications to
self-insure was 39. During fiscal year 1969-70 that figure rose to 57, in
1970-71 to 106, and in the current budget year the annual number of
new applications for self-insurer certificates is expected to reach ap-
proximately 125. Because of the economic benefits to self-insurers and
the active promotion of this plan by commercial workmen’s compen-
sation adjusting agencies, the d1v151on expects this upward trend to
continue.

As a result of this sharp rise in new applications, the program staff
has been forced to concentrate efforts on the issuing of new certifi-
cates and on maintaining files and records, and to deemphasize audit-
ing and regulatory activity as shown in Table 1.

Table 1
Selected Self-Insurer Data
1969-70 1970-71 1971-72 (Est) 1972-73 1 (Est.)
New applications ........ccosnes 57 106 123 125
Total self-insurers.... 382 417 509 595
Locations audited.... 75 8 8 8
Cases reviewed ........ 7,343 1,136 1,150 © 1,150
Personnel (man-years) ............ 5 1.1 15 1.5

'These data do not anticipate the impact of AB 197 (Chapter 1758, Statutes of 1971), as discussed below.

In contrast to the five man-years devoted to the auditing function
in 1969-70, the program has allocated 1.5 for the current year. The
Department of Insurance audits licensed insurers regularly on a three-
year cycle while self-insurers may expect to be audited only on a
spot-check basis. Program administrators estimate that only 8 out of
606 adjusting locations (i.e., offices at which workmen’s compensation
benefits are calculated) will be audited in 1970-71.

To correct this situation, Chapter 1758, Statutes of 1971 provides
that: (1) all self-insurers be audited within a three-year cycle, and (2)
the total administrative cost of the self-insured program be borne by
the self-insurers through payment of license fees.

Consistent with the need we have described, the provisions of the
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new law and our past recommendations, we recommend the addition
of six auditor/consultants and four clerical positions to this program at
an increased cost of approximately $150,000.Such an increase would
result in an augmented program level of $232,754 and a total staff of
1 manager, 8 consultants and 5 clerical positions.The staffing level
described above, based on an estimated 35 audits per auditor man-
year, should permit implementation of a three-year audit cycle for an
estimated 606 adjusting locations and in addition absorb the increased
maintenance workload generated by the increased number of out-
standing self-insurance certificates.

We recommend deletion of the $82,754 requested appropriation for
1972-73, as no General Fund appropriation should be made to fund a
reimbursement item.

INVESTIGATION, MEDIATION, AND ARBITRATION PROGRAM
(Division of Conciliation) »

The Labor Code specifies that the department shall (1) investigate
and mediate labor disputes on the request of any bona fide party
involved in the dispute, (2) proffer mediation services to both parties
when there is a threat of work stoppage and neither party requests
intervention, (3) endeavor to promote sound union-employer rela-
tionships in the interest of preventing labor disputes, and (4) arrange
for the selection of boards of arbitration on terms agreeable to all
concerned parties.

In addition, the department has statutory responsibility for settling
labor relations disputes or grievances relating to the nine transit dis-
tricts or authorities (viz., the San Francisco Bay Area Rapid Transit
District) now authorized by state law.

We recommend legislation requiring that costs incurred by the
State Conciliation Service for fact-finding committees and hearing
officers in connection with the mediation of a transit authority labor
dispute be shared equally among the partles to the dispute.

The proposed expenditure for this program is $380,084, which repre-
sents an increase of $70,336 or 22.7 percent over estimated current-
year expenditures of $309,748. This increase reflects the division’s
proposed budget-year addition of three positions, including two con-
ciliators and one stenographer.

Data suphed in the budget document indicate that workload is
steadily increasing in all program elements. However, the proposed
new positions are intended primarily to permit the division to partici-
pate more actively in the conciliation of employer-employee disputes
in the public sector.

As the public has a substantial interest in the expeditious resolution
of public sector labor disputes, and as the number and magnitude of
these disputes (as shown in Table 2) have increased dramatically since
1967, we believe the three new positions are justified.
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Table 2
Public Sector Work Stoppages
Number of Number of Number of
strikes employees involved ~ man-days idle
1967 8 1,190 25,700
1968 18 5,590 13,900
1969 . 20,800 60,800
1970 26 35,800 356,000

Transit Authority Disputes

The various Transit District Acts of the Public Utilities Code require
the State Division of Conciliation to settle disputed bargaining unit
and representation issues by holding hearings and elections. In some
cases, an arbitrator may be appointed to settle a dispute, and in such
cases the arbitration costs are shared equally by the contending par-
ties. In cases where the disputing parties do not wish to submit to.
arbitration, the State Conciliation Service appoints and must bear the
costs of fact-finding committees and hearing officers.

The conciliation service does not pay the cost of fact-finding com-
mittees and hearing officers for any other of the public or private
disputes which it conciliates. However, because the law does not re-
quire the transit authorities to pay for this service, the Division of
Conciliation has been forced to absorb this expense, which can amount
to as much as $9,000 for a single committee. We believe that such costs
should be shared equally by the parties to the dispute.

PREVENTING, SETTLING, ADJUDICATING, AND ADMINISTERING DiS-
PUTES UNDER WORKMEN'S COMPENSATION LAWS
(Division of Industrial Accidents)

We recommend approval of the proposed new management analyst
position provided that it will be utilized by the appeals board to (1)
examine division staff allocations, local caseloads and backlog, calen-
daring procedures and administrative rules with a view to expediting
the flow of cases both in critical areas and statewide, (2) review the
recommendations of the Governor'’s task force of 1971, (3) study re-
cent experiments and innovations in court administration for possible
adaptation to the Workmen's Compensation Appeals System, and (4)
report to the Joint Legzls{ab’ve Budget Committee findings and recom-
mendations on the above matters before February 1, 1973.

The Workmen’s Compensation Appeals Board and the referee
teams in the Division of Industrial Accidents are responsible for the
adjudication of workmen’s compensation claims. The appeals board is
composed of seven persons appointed by the Governor, who also
designates the chairman of the board. The division’s staff, under the
supervision of an administrative director who is also appointed by the
Governor, provides supportive services to the board.

The objective of the program is to insure the prompt payment of
workmen’s compensation benefits to workers who suffer industrial
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injury in the course of their employment. These benefits include
medical expenses, rehabilitation costs, legal fees, awards for loss of
~earnings not to exceed $105 per week, and death benefits.

The division proposes an expenditure of $9,449,603, which is an
increase of $44,518 or less than one percent over estimated current-
year expenditures of $9,405,085. The increase reflects the proposed
addition of one management analyst position for the purpose of aiding
and advising the appeals board in administative matters. This position
is an exempt appointment of the board and will be responsible directly
to the chairman.

Increased Workload

- During the past three years the division has experienced a steady
increase in case filings with no increase in the number of referee
teams handling them. Table 3 presents comparative workload data
from 1969-70 through the budget year.

Table 3
Workmen'’s Compensation Appeals Board—Comparative Workload Data
1969-70 1970-71 1971-72 (est.)  1972-73 (est.)
Total filings ....covcermererreernsesesisismismanns 127,091 131,541 134,779 138,018
Total DiSpositions.........cersereessnns 126,197 129,664 131,000 133,000
Difference ... 1,894 1,877 3,779 5,018
Referee teams .....urrremvmsrseemsnisens 102 100 100 100

We note that in the budget year the division estimates that filings
will exceed dispositions by approximately 5,000 cases. These figures
are not by themselves adequate measures of workload and production
because the appeals procedure is often interrupted by petitions from
claimants for independent medical examinations and additional time
to prepare arguments. The statistics do suggest, however, that unless
new procedures are devised to expedite the handling of disputes, an
unmanageable backlog may begin to develop.

The division estimates that the median time span between filing and
decision is approximately 1.8 months for the state as a whole. In some
locales, however, there is a waiting period of up to three months
before a case can go to hearing. Should this waiting period lengthen,
the division may find itself in conflict with the constitutional mandate
to handle workmen’s compensation claims “expeditiously.” We there-
fore recommend that the proposed new management analyst position
be used by the appeals board to review the operations of the division
as outlined above.

PREVENTION OF INDUSTRIAL INJURIES AND DEATHS
{Division of Industrial Safety)
The Labor Code provides that the Division of Industrial Safety “has
the power, jurisdiction, and supervision over every employment and
place of employment in this state, which is necessary adequately to
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enforce and administer all laws and lawful orders requiring such em-
ployment and place of employment to be safe, and requiring the
protection of the life and safety of every employee in such employ-
ment or place of employment.” Specifically excluded from the juris-
diction of the division are maritime workers, household ‘domestics,
federal employees and operating employees of interstate railroads.

The division provides services through seven program elements:
construction, electrical, elevator, radiation, fumes and gases, indus-
trial, pressure vessels, and educational activities. During the current
year, the division has added an eighth element to provide for a federal-
ly funded task force which is charged with adapting the California
industrial safety program to the requirements of the 1970 Federal
Occupational Safety and Health Act.

The budget proposes an expenditure of $4,957,773 for the division,
which is an increase of $35,675 or less than 1 percent over the current
year estimated General Fund expenditure of $4,922,098. Reimburse-
ments of $46,000 for services rendered in radiation inspections for the
Department of Public Health bring total budget-year expenditures to
$5,003,773. Federal funds amounting to $388,063 in the current year for
the support of the OSHA planning element and for the “target indus-
tries” inspection contract, both discussed previously, will not be con-
tinued in the budget year.

Recent investigations conducted by the Assembly Select Commit-
tee on Industrial Safety have revealed serious inadequacies and incon-
sistencies in the enforcement of California industrial safety laws. Our
own field review of the division’s inspection activities confirms many
of the findings of that committee. However, we would note that these
problems are not solely fiscal and staffing in nature, but are in large
part a question of administrative policy and practice.

We are withholding our recommendation on this portion of the
department’s budget pending receipt of further information from: (1)
the Joint Legislative Audit Committee which is in the process of comp-
leting an audit report on the Department of Industrial Relations, in-
cluding recommendations concerning the. Division of Industrial
Safety, and (2) the Federal Occupational Safety and Health Act Ad-
ministration which, depending upon funding and qualification provi-
sions yet to be promulgated, may provide up to 50 percent of the cost
of certain California industrial safety programs in the budget year anid
thereafter.

DEVELOPMENT AND ENFORCEMENT OF LABOR LAWS AND STANDARDS
(A Program Consolidation) »

This program represents the administrative consolidation of the
staff and functions of the former divisions of Labor Law Enforcement
and Industrial Welfare. Prior to this consolidation, the divisions shared
very similar responsibilities and functions: recovery of unpaid wages,
review of wage records, licensing, administration of labor laws relating
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to children and enforcement of other labor laws. Previously, the Divi-
sion of Industrial Welfare developed and enforced regulations govern-
ing female employees. However, because recent Supreme Court
decisions have declared certain labor laws affecting women to be
unconstitutional, on grounds that they are discriminatory, there ap-
pears to be little justification for continuing to treat Labor Law En-
forcement and Industrial Welfare as separate programs. We have long
urged the consolidation of these divisions and concur in the proposal
to merge them.

The budget proposes an expendlture of $4,128,000, which represents
an increase of $74,251 or 1.3 percent over the estimated current-year
~ program expenditure of $4,054,949. One division chief position is delet-
ed to eliminate duplication caused by the merger, for a savings of
$30,000.

The department advises that any reduction in workload or any
savings arising from the elimination of duplicate efforts will be more
than offset by increased responsibilities under Chapter 1442, Statutes
of 1971 (AB 528). This legislation, which prohibits employers from
knowingly hiring illegal aliens, may produce substantial added work-
load which would require staffing adjustments in the budget year.

PROMOTION, DEVELOPMENT AND ADMINISTRATION OF
APPRENTICESHIP AND OTHER ON-THE-JOB TRAINING
{Division of Apprenticeship Standards)

The Division of Apprenticeship Standards has the responsibility
under law to promote and foster apprenticeship programs and other
“on-the-job” training opportunities for apprentices and journeymen.
The division also attempts to promote equal opportunity practices in
apprenticeship selection procedures, cooperate with other state agen-
ciés in training inmates of correctional institutions and placing them
in jobs when they are released on parole, and administers the Cali-
fornia Plan for Equal Opportunity in Apprenticeship. This plan re-
quires apprenticeship programs registered with the U.S. Department
of Labor or the Division of Apprenticeship Standards to be representa-
tive of the ethnic composition of the labor market areas in which they
operate. In addition, the division inspects, approves and monitors ap-
prenticeship and other on-the-job training programs for veterans un-
der a contract with the U.S. Veterans Administration.

The proposed General Fund expenditure for this program is $1,667,-
549 which is $32,105 or 1.9 percent above estimated expenditures of
$1,635,444 in the current year. Federal funds in the amount of $434,782
representing reimbursement for monitoring functions performed for
the Veterans Administration bring total proposed program expendi-
tures for the budget year to $2,102,331.

This fundlng level should enable the division to maintain its current
level of service. :
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COLLECTION, COMPILATION, ANALYSIS AND DISSEMINATION OF
CALIFORNIA LABOR STATISTICS
{Division of Labor Research and Statistics)

The Division of Labor Statistics and Research is required by statute
“to collect, compile, and present facts and statistics relating to the
condition of labor in the state.” Pursuant to this general directive, the
division compiles statistics on (1) work injuries, (2) provisions of col-
lective bargaining agreements, (3) work stoppage, (4) union mem-
bership, and (5) negotiated work settlements. The division also
provides statistical services to the other departmental divisions.

The division proposes an expenditure of $386,865 which represents
an increase of $73,850 or 23 percent above estimated General Fund
expenditures of $313,015 in the current year. Reimbursements of $15,-
000 from services rendered to the Departments of Public Health and
Rehabilitation bring total program expenditures for the budget year
to $401,865. The department advises that a portion of the proposed
increase is required to offset a budget-year loss of approximately $98,-
000 in reimbursements arising from the transfer of the employment
statistics function to the Department of Human Resources Develop-
ment. The proposed budget-year expenditure will restore the indus-
trial relations research element to approximately its 1970-71 funding
level and should maintain current levels of service.

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

We recommend that the budget of the Division of Fair Emp]oy—
ment Practices be augmented by four consultant positions at an in-
creased state cost of $68,110, resulting in a total staff augmentation of
eight consultant and two clerical positions for the purpose of handling
complaints.

The Division of Fair Employment Practices, under the direction of
the Fair Employment Practice Commission, is responsible for the
administration and execution of (1) the provisions of the Fair Employ-
ment Practice Act (Labor Code Sections 1410-1433) relating to the
rights of individuals in employment, and (2) that portion of the Health
and Safety Code (Sections 35700-35745) relating to equal opportuni-
ties in housing. The director of the division, who serves as the execu-
tive .officer of the commission, and the seven members of the
commission are appointed by the Governor.

Chapter 1508, Statutes of 1970, expanded the provisions of the Fair
Employment Practice Act to include prohibitions against employ-
ment discrimination on the basis of sex, thereby giving the commission
enforcement authority in this area. The division also provides assist-
ance to employers who wish to institute affirmative actions to expand
equal employment opportunities for minorities.

The division proposes a budget-year expenditure of $1,086,417,
which is $111,435 or 11 percent above estimated expenditures of $974,-
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982 for the current year.

This increase represents the proposed addition of four consultants
and two stenographers to the division staff. The proposed new staff,
according to output estimates in the budget document, would be
assigned to securing additional employment opportunities for minori-
ties under the affirmative action portion of the program. However, we
would note that the critical workload problem of the division (as
demonstrated by caseload and backlog figures in Table 4) is in the
handling of complaints rather than in affirmative action activities.
Moreover, the Labor Code (Sections 1431 and 1423) makes affirmative
action activities of the division permlsswe, whxle the handling of com-
. plaints is mandatory.

The complaint workload of the division, as shown in Table 4, has
been increasing in the past two years with little appreciable addition
in staff. :

Table 4

Division of Fair Employment Practices
Selected Workload Data

1969-70 1970-71 1971-72 1972-73 (Est)
Formal cases (complaints) filed.. 1,347 2,033 2,300 2,400
Formal cases closed ..........cnuvirncnee 1213 1,652 1700 1,700
Difference ........cooo.. 134 381 600 700
Consultant positions............cce. 21.6 23.8 22 2

Based on the workload data presented in Table 4 and an estimated
maximum output per consultant of 93 cases per year, the division
needs eight rather than four additional consultant positions for 1972
73. Such a staffing level would permit reduction of the anticipated
current-year backlog of 600 cases and more adequate handling of the
estimated caseload of 2,400 in the budget year. We therefore recom-
mend that the division’s budget be augmented by four consultant
positions at an increased state cost of $68,110, resulting in a total staff
augmentation of eight consultant and two clerical positions for the
purpose of handling complaints. We would note that the Legislature
authorized an augmentation of eight consultants for this division in the
1971-72 budget, but the positions were deleted by the Governor.
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Agriculture and Services Agency

WORKMEN'S COMPENSATION BENEFITS FOR
SUBSEQUENT INJURIES

Item 144 from the General

Fund Budget p. 65 Program p. 326
Requested 1972-T3......oecceneeer et s ranens $2,004,000
Estimated 1971-72 ...t evssersessseseses 1,770,000
Actual 1970=TL ..o saessersaebebssesons 1,636,207

Requested increase $234,000 (11.6 percent)

Total recommended reduction ........cocecvvveervereernnnns rrerres None

SUMMARY OF MAJOR RECOMMENDATIONS

1. We recommend that future costs of this program be funded from
no-dependency industrial death benefit claims paid to the state. Im-
plementation of this recommendation would require a constitutional
amendment to permit the funding of the program through the insur-
ance liability of the employer rather than by the state’s General Fund.

GENERAL PROGRAM STATEMENT

This item funds the state’s payment for injury compensation claims
awarded by the Workmen’s Compensation Appeals Board under Sec-
tion 475 of the Labor Code which provides that when a worker with
a preexisting permenent disability or impairment suffers a subsequent
industrial injury resulting in a combined total permanent disability of
70 percent or more, the employer is responsible only for that degree
of permanent disability arising from the subsequent injury. The bal-
ance of the disability benefit obligation is assumed by the Subsequent
Injury Fund.

The purpose of this program is to provide an incentive for employ-
ers to hire persons who have a permanent or partial disability or
impairment. The liability of the employer for any subsequent injury
which aggravates the original disability is limited to that portion of the
combined disability which is directly attributable to the latter injury.
The difference between the employer’s portion of the award and the
total award, as determined by the appeals board, is funded through
this appropriation. '

The award payments are administered by the State Compensation
Insurance Fund (a public enterprise), and the money appropriated by
this item includes the service charges of that agency and those of the
Attorney General who represents the state’s interests in the hearings
before the appeals board or court.
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WORKMEN'S COMPENSATION BENEFITS—Continued
ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Table 1 shows the growth of the appropriation and the outstanding
liabilities of the state for the years indicated.

Table 1
Selected Data, Workmen’s Compensation for Subsequent Injuries

. 1969-70 1970-71 1971-72
Benefits paid $1,312,823 $1,436,365 834,193
Service charges—S.C.LF. 65,654 71,818 NA.
Attorney General fees 148,219 185,978 NA.
General Fund appropriations ............ccnicsinnees 1,444,000 1,653,000 1,770,000
Emergency Fund allocations 82,697 41,162 —_
Number claims 238 270 N.A.
Outstanding obligations 23,176,542 25,381,055 N.A.

! Estimated midyear

The State Compensation Fund’s midyear report on fund status will
be available in February 1972.

The requested appropriation of $2,004, 000 is $234,000 or 11.6 percent
above estimated expenditures for the current year. This increase re-
flects an anticipated increase in claims and additional costs attributa-
ble to Chapter 1750, Statutes of 1971 (AB 486), which increased the
maximum weekly permanent disability benefit from $52.50 to $70.

ALTERNATE SOURCE OF FUNDING

We again recommend that consideration be given to funding this
program from a source other than the General Fund.

Implementation of this recommendation would require a constitu-
tional amendment, similar to ACA 72 of the 1961 session, followed by
appropriate legislation to permit the program to be funded by no-
dependency death benefit claims paid to the state. Twenty-six states
now fund subsequent injury totally or partially in this manner. Under
current law, the statutory death benefits which normally are paid to
legal heirs are paid to no one if legal heirs cannot be found. Only a
burial expense of not to exceed $1,000 is paid under these circum-
stances. It does not seem reasonable, however, that when an employee
who has no legal heirs dies as a result of an industrial accident the
employer should be relieved of an msurable liability which he must
assume if heirs exist.

ACA 72 provided that in cases of an accidental industrial death of
an employee who had no legal heirs to whom the statutory death
benefit could be paid, legislation could require that the death benefit
be paid to the state and used for the payment of subsequent injury
claims. Such a provision would eliminate or substantially reduce Gen-
eral Fund expenditure for this program.
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STATE PERSONNEL BOARD
Item 145 from the General

Fund Budget p. 66 Program p. 328
Requested 1972-T3.......cccovmerrvniieinrenenreriserererens e $5,300,631
Estimated 1971-T2 ... crreirnrirenieiensessssorsnssessssssssenes 4,973,495
ACtUAl 19T0-T1 ..ot et esnseresesssresssnesesssnans 4,959,660

Requested increase $327,136 (6.6 percent)

Total recommended reduction ...........eceenrererennirerene. None

GENERAL PROGRAM STATEMENT
Organization and Authority

The State Personnel Board is a constitutional body of five members
appointed by the Governor for 10-year staggered terms. Through con-
stitutional and statutory authority the board adopts rules and regula-
tions for the administration of the state civil service system. The board
has a responsibility for establishing and administering merit systems
for city and county welfare and public health employees to insure
compliance with federal requirements. In addition, the 1971 Welfare
Reform Act allocated $7 million to the State Personnel Board for the
purpose of creating jobs in state and local governments for welfare

recipients, and supplementing welfare grants for recipients salaries. .

The board employs an authorized staff of approximately 512 profes-
sional and clerical positions which are under the supervision of an
executive officer.

New Executive Officer and Reorganization

In April of 1971, the State Personnel Board appointed a new execu-
tive officer, who immediately set about reorganizing the board staff.
In June of 1971, the executive officer requested that five state execu-
tives serve as an advisory committee to assist in redefining the board’s
role and objectives. The Department of Human Resources Develop-
ment, California Council on Criminal Justice, Department of Public
Works, Department of Mental Hygiene and the Department of Water
Resources each contributed one executive to the committee. The
committee represented a number of years of varied experience in
California state government.

As aresult of the Advisory Committee deliberations and research by
the board staff, a major functional reorganization of the board was
implemented on September 1, 1971. The new organization structure
now consists of five functional divisions as illustrated in Figure 1. Four
of the nine existing divisions were eliminated by consolidating a num-
ber of functional elements. The new organization appears to provide
a more logical alignment of similar programs which were, in large
part, scattered throughout the organization under the previous struc-
ture.
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Figure 1

State Personnel Board Organization

As amended September 1, 1971
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PAY PRACTICES AND POLICY REVIEW TASK FORCE

In July 1971, the State Personnel Board appointed a pay practices
and policy review task force consisting of both public and private
sector members. The task force was asked to review prior studies
made of the state’s salary policies and practices and also to make a
separate detailed inquiry into the salary-setting and adjustment proc-
ess of the state and make recommendations as to how the process can
be improved. The task force submitted its report in November 1971.
.In this report, the group noted the disparity between Personnel Board
recommendations and the action of the Legislature and the Governor
in granting funds for salaries and concluded that:

“The pay issue is further clouded by the apparent failure of the
various parties to limit their activities to the specific responsibility
which is allotted to them by the Government Code. The code clear-
ly delegates salary-setting authority to the Personnel Board, while
properly leaving the control over the amount of funds to the Legis-
lature and the Governor. To vary this pattern on a case-by-case basis
through selective appropriations makes it more difficult to adminis-
ter an equitable salary program. An understandable goal which all
could accept would do much to eliminate this pattern.”

The task force acknowledged the great volume of data which must
be reviewed under the present salary-setting process and observed
that, “This volume of data must be reduced, simplified and standard-
ized if the program is to be truly understood by all.” Our discussion
of efforts to automate Personnel Board paperwork processes else-
where in this analysis and the board’s interest in developing a manage-
ment information system are pertinent to this observation.

Task Force Recommendations
Among the significant recommendations made by the task force are:
1. The State Personnel Board should identify employee benefits and

wages as separate items, and adjustments in either should be under-
taken only after consideration of the total compensation package.
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2.

Geographic pay differentials are in conflict with the principle of
“like pay for like work™ and should not be pursued by the board.
The board should take steps to reduce the number of ranges com-
prising the salary schedule.

The board should reduce the number of job classifications.

The board should take a more positive role in assessing trends in
benefit programs and recommending changes.

The board should review salary needs on a timetable which will
allow earlier submission of estimated fund requirements in the
state’s budgetary process.

. The board should modify its method of application of salary data to:

a. Relate changes in the salary range structure to changes of sal-
ary structures in private business and other governmental
agencies; :

b. Compare rates paid outside state services with the rates paid
state employees using common statistical measures such as
weighted average to weighted average and median to median;

c. Utilize bench marks with strong pattern-setting characteristics;

d. Standardize selected sources, measures and techniques to
achieve consistency.

8. The board need not consider the cost of living separately in setting

salaries of state employees.

In our opinion, the recommendations and conclusions reached by

the pay practices and policy review task force appear to be sound and
the board should give them careful consideration as it discharges its
pay-setting responsibilities.
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ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The new organizational structure displayed in F igure 1 appears to
us to be more functional than the previous structure. It is too early to
determine the level of effectiveness which will be achieved by the
organizational change because the staff and board management must
make adjustments to the new alignment and relationships. Therefore,
we will monitor the board’s activities during the next year in order to
make an appropriate analysis of the benefits achieved and problems
encountered under the new organization.

PERSONNEL BOARD PROGRAMS AND RESOURCES

The State Personnel Board is responsible for providing technical
assistance to state departments in recruiting, retaining and developing
state employees and has a responsibility to provide leadership for state
agencies in improving personnel practices and procedures. The board
plays a staff role in providing technical assistance and expertise to
departmental management while, at the same time playing a line role
in recruiting, testing, training, setting salaries and dealing with the
vast flow of personnel transactions which state employees engender.
In addition, the board provides testing and other personnel manage-
ment services to many local governmental jurisdictions. To fulfill
these responsibilities, the board has developed five functional pro-
grams and has organized the board staff around these functions. Table
1 presents a summary of the resources required for each of the board’s
five programs.

Table 1

State Personnel Board
Summary of Resources Expended by Program

1970-71 1971-72 1972-73
Man- Man- Man-
Program i years  Budget years Budget years  Budget
Employment Services ..o 223.3 $2927423 2206 $3,081,644 2206  $3,250,295

Personnel Management services.......  44.4 802,702 439 844537 439 - 900,193
Program development 957 1679927 1082 5852056 1134 4,760,280

Local government ......cccconevcucrmnrccsnnee 869 1,057,502 1038 1,405,569 1058 1,490,011
Administrative services )
Undistributed .......coccomeecemecereccrroner 46 112,225 -
Distributed
to other programs........u.enne: 343 (939445) 340 (983,030) 340 (1,175,840)
Total Program ... 489.2 $6,579,779 5105 $11,183,806 S517.7 $10,400,779
335 3610 3 3%
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Employment Services Program

The Employment Services Program includes the responsibility for
recruiting, selecting and placing qualified job candidates. A competi-
tive process consistent with the state’s merit system is used to meet
the quantitative and qualitative personnel requirements of state agen-
cies on a timely basis. It is estimated that the board will screen 175,000
applicants during the 1972-73 fiscal year and will make 50 000 job
appointments.

Personnel Management Services

A sound personnel management program is of primary importance
to the state’s objectives of retaining a qualified work force. The State
Personnel Board is actively engaged in a program to foster eéquitable
classification and salary standards and personnel management con-
sulting services to the state departments. Included in this activity is
the formulation, administration and evaluation of the classification
and pay plan; personnel surveys at the departmental level; and assist-
ance to departiments in interpreting and applying laws goverhing civil
service employees. The board expects to provide some 7,500 man-
hours of consultation and complete 350 classification and pay studies
during fiscal year 1972-73.

Program Development

Improvement of employee performance is the primary obJectlve of
program development. Training, employer-employee relations activi-
ties, salary surveys and special studies are elements of this program
which has the largest budget of all board programs and is displayed in
Table 2.

An important element of this program is the career opportunities
element. As Table 2 illustrates, this element represents 87.3 percent
of the 1972-73 funds budgeted for the entire program. It is estimated
that 2,000 welfare recipients will be placed in permanent jobs during
the next fiscal year due to the increased emphasis on this element.
Approximately 350 recipients will be placed in permanent jobs during
the current fiscal years.

Local Governmental Services

Many local governmental jurisdictions cannot provide all of the
personnel management services necessary to support a public work
force. In addition, in order to acquire certain federal grants, a local
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Table 2

State Personnel Board
Summary of Resources by Element—Program Development Program

1970-71 1971-72 1979-73
Man- Man- Man-

Element years  Budget  years  Budget years  Budget
Training program ‘

development ..........cecnerrreeenrernens 26.5 $602,354 263  $634473 263 $666,205
Employer-employee

relations 2.0 29687 20 32985 20 32,902
Salary survey, special :

studies, transactions and

review .. 612 . 704,760  60.5 740,212 605 788,993
Career opportunities

development ...........cprvcrmerisenniennes 6.0 © 343,126 194 4444386 245 10,272,180

Total 957  $1,679,927 1082 $5:852,056 1134 $11,760,280

jurisdiction must have a merit system approved or operated by a
central state agency.

To meet this local need, the State Personnel Board provides recruit-
ment, selection, testing, technical personnel and consultant services to
many local governments, and approves or operates a number of local
governmental merit systems.

One special category of this type of service is required by the federal
statutes which provide that the State Personnel Board, under contract
with the State Department of Social Welfare and the State Depart-
ment of Public Health, must maintain merit systems for city and coun-
ty welfare and health departments. By July 1973, it is expected that
approximately 49,287 employees in approximately 120 city and county
welfare and health departments will be under merit system coverage.

Administrative Services

This division has been significantly affected by the recent reorgani-
zation. Most administrative services, including electronic data proc-
essing, business services, personnel and accounting, clerical services,
files and maintenance of the state roster are now performed under this
program instead of being dispersed throughout the other programs.
Costs for the Administrative Services Program are allocated on a pro
rata basis to the other board programs.

ANNUAL REPORT TO GOVERNOR AND LEGISLATURE
As required by Government Code Section 18712, the State Person-
nel Board submitted its annual report to the Governor and each house
of the Legislature on December 2, 1971.
The annual report briefly describes the board’s reorganization ac-
tivities, its revised goals and objectives, employee selection and reten-
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tion programs, management development programs, and state em-
ployees salaries and benefits. Information presented in the report is of
a general nature and is only minimally substantiated with factual data
and analytical displays such as charts and tables.

We note also that the 1971 annual report represents a departure in
format from previous reports in that pictures of the board members
are included, the paper is of high quality such as is used in advertising
brochures and artist sketches adorn the cover and some pages. This
report is bound with plastic on the narrow edge of the report so that
the 1971 report, when placed with other reports, is of a different size
and difficult to file.

In our analysis of the Office of State Printing under Item 39 of thls
analysis we recommend that the State Printer make a survey of the
required reports published by all state agencies for the purpose of -
standardizing the size, formats and paper quality.

Based on the State Printer’s recommendations, we are suggesting
that the Director of Finance and General Services disseminate regula-
tions to all state agencies regarding reports wh1ch are made to the -
Legislature and Governor.

ELECTRONIC DATA PROCESSING

“Planning for Consolldated Computer Center

The State Personnel Board has requested funds in the Governor s
Budget totaling $395,815 for electronic data processing (EDP). This
level of expenditure will permit continued operation of the -board’s
existing state-owned IMB 1401 computer system. However, it is gener-
ally recognized that this second generation, small-scale computer is
not adequate to meet the future EDP requirements of the board.
Previously, the board has been unsuccessful in obtaining legislative
approval for upgrading the current computer system to a new ma-
chine dedicated only to Personnel Board work because this approach
is inconsistent with the state policy to consolidate EDP activities.

Consistent with this policy, the legislature recommended in the
Supplemental Report of the Committee on Conference (Budget Bill
of 1971) that any planning for a new computer system or improved
EDP service be completed in cooperation with the State Controller
and EDP Master Plan Consolidation Group IV. As a result of this
recommendation and similar recommendations relative to the State
Controller and State Treasurer, a serious effort is now in progress
among six state agencies to develop a consolidated data processing
service center. This effort is discussed in detall under Item 61 of this
analysis.

The Personnel Board reports that it currently is not planning for a
- new dedicated computer system and recognized the requirement to
obtain future EDP services from a comsolidated data processing serv-
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ice center. Such an improved system, according to the board, could
provide sufficient mass random storage capability to maintain the
entire state employee roster file, civil service employment list files,
and examination record files on line for immediate remote access. This
approach would provide faster responses, reduced costs, reduced
manual effort, provide readily available information for management
and staff to raise the level of their effectiveness and provide a data
base of employee information which would be useful to operating
state departments.

Centralized Personnel Management

In previous analyses we have consistently recommended an inte-
grated approach to payroll and personnel master files in order to
simplify the complex processes of personnel and payroll transactions
and records. Both The Automated Personnel Transaction Data Com-
munication (APTDAC) study conducted by the Personnel Board in
1966 and the Governor’s Survey of Efficiency and Cost Control report
completed in 1967 recommended further study of the feasibility of
developing compatible payroll and personnel management files using
modern electronic data processing techniques. This approach would
eliminate duplication and provide an integrated personnel manage-
ment information and payroll system. The findings of these two stu-
dies are similar to the plans of the State Personnel Board to provide
a centralized approach to state employee personnel data.

If the board and the other state agencies are successful in bringing
about a consolidated approach, it should, in our judgment, be possible
to eliminate numerous manual files of personnel data which are now
maintained by operating departments. We therefore anticipate that
part of the cost justification for a centralized personnel management
system would be the savings which would result from reduced clerical
effort and paperwork transactions which are now a part of the current
decentralized personnel system. We will, therefore, monitor closely
the development of the proposed system with a view toward reducing
the cost and improving the effectlveness of the state’s personnel man-
agement system.

The current schedule of the consolidated EDP service center study
requires the initial feasibility study to be completed by the end of
January 1972. It is therefore expected that the participating agencies
will be submitting supplemental budget information to continue plan-

-ning toward a: consolidated computer center during fiscal year 1972-

73. Any budget request by the State Personnel Board for this project
will be. evaluated by our office together with all other participating
agenmes .
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PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Items 146, 147, and 148 from the
General Fund, Public Em-
ployees’ Retlrement Fund,
and the State Employees’

Contingency Reserve Fund Budget p. 67 Program p. 334
Requested 1972-T3......cc.coovocersccerrssss R . $5,178,137
Estimated 197172 ......cccocrvevreririnerrereoreeiireressssseressensesessens 4,701,172
Actual 1970-T1 ..o e eb e s e 3,997,784

Requested increase $476,965 (10.1 percent)

Total recommended reduction ...........ivveieevireeeneeennnas None
) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Report on Social Security. Recommend the Public 347
Employees’ Retirement System study and report to the
1973 Legislature the feasibility of discontinuing partici-
pation of state employees in the federal Social Security
program, giving particular attention to the improve-
ments which could be made in PERS survivor, disability,
and hospitalization benefits through utilizing for that
purpose the present and projected employer contribu-
tions to Social Security and up to one-half the present
and projected employee contributions to that federal
system.

GENERAL PROGRAM STATEMENT

The objective of the Public Employees’ Retirement System is to
provide the state and other public employers and their employees the
opportunity 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 person-
nel 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 physical im-
pairment. All of these plans are statutorily controlled and require joint
funding in different proportions by the employer and the employee.

Responsibility for establishing policy direction and guidance for the
system is vested in its Board of Administration, which consists of eight
members when considering matters related to the retirement pro-
grams, but it is increased by three public members when health bene-
fits and medical plans are under consideration. The board submits two
annual reports to the Governor and the Legislature, one summarizing
the system’s operation and stating its recommendations for legislation
affecting retirement benefits and the administration of the system,
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and the other summarizing its investments and financial operations.
The day-to-day operations of the system are performed by an author-
ized staff of 354.8 positions under the direction of the system’s board-
appointed executive officer.

The Public Employees” Retirement System admlmsters three d1s-
tinct programs, a Retirement Program, a Health Benefits Program,
and a Social Security Program. The latter ‘program consists of the
administration of the coverage and reporting aspects of the Federal
Old Age Survivors, Disability, and Health Insurance Program which
applies to most state employees on a mandatory basis and to local
public employees whose employers have elected such coverage.

The costs of administering these three programs are funded from
different sources. The Public Employees’ Retirement Fund (repre-
senting the contributions of all participating public employers and
employees), supports the administrative costs of the retirement pro-
gram from its annual interest earnings; the General Fund supports
that portion of the administrative costs of the Social Security Program
relating to the state’s participation; and the State Employees’ Contin-
gency Reserve Fund supports the administrative costs of the Health
Benefits Program from an assessment (not more that 5 percent),
made on the total premiums paid to that program. Table 1 details the
support by fund.

Table 1
Fund Support for Administration of Public Employees’ Retirement System
Actual Estimated Requested
1970-71 1971-72 1972-73
General Fund (Item 146) .........ccccovuien $18,000 $18,000 $18,000
Public Employees” Retirement
Fund (Item 147) .o 3,459,524 4,135,960 4,568,071
State Employees’ Contingency
Reserve Fund (item 148) ............... 520,260 547,212 - 592,066
Totals $3,997,784 $4,701,172 $5,178,137

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Including reimbursements, the system is proposing a total expendi-
ture program of $5,821,291 for fiscal year 1972-73, which exceeds the
current-year’s estimated expenditures by $271,183 or 4.9 percent. This
increase is composed of $167,364 for personal services and $103,819 in
operating expenses and equipment. However, because reimburse-
ments are expected to fall by $205,782 in the budget year as a result
of PERS Board action to eliminate a special assessment on public
agencies, the net cost of the program (expenditures less reimburse-
ments) will increase by $476,965 or 10.1 percent.

Estimated expenditures in the current year have increased by $215,-
453 over the amount originally budgeted primarily as a result of legis-
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lation which increased the workload of the system as described later
in this analysis. Thus, the net proposed expenditure for the budget
year is $692,418 or 15.4 percent higher than the amount originally
budgeted for the current year.

The system is proposing a net total of 33.8 new positions, most of
which were added administratively in the current year to handle
workload. These positions are discussed under separate program head-
ings later in this analysis.

Most of the system’s internal administrative costs, which comprise
over half of the total proposed expenditure, are distributed among the
three previously mentioned functional programs. The Board of Ad-
ministration and staff of the Public Employees’ Retirement System
also administer the Legislators’ Retirement System, as well as the
investments of the Legislators’ Retirement Fund. The system is hot
reimbursed for the cost of these services, which amounts to approxi-
mately $30,000 annually. The Legislators’ Retirement Fund is re-
viewed under Item 16 of this analysis.

Recent Legislation

Chapter 170, Statutes of 1971 (SB 249), which became operative July
1, 1971, changed the basic retirement formula for the miscellaneous
members of the system from one-sixtieth to one-fiftieth of final com-
pensation for each year of service at age 60, which represented a 20
percent benefit increase over the old formula. The measure also in-
creased the vesting requirement to a period of five years and reduced
the mandatory retirement age in scheduled increments from age 70
to age 67 in 1973. The imminent passage of this leglslatlon resulted in
the delay of almost 500 retirements which had been calculated and
made ready for payment. These calculations, plus a substantial in-
crease in the number of retirements following enactment of this legis-
lation, have increased the retirement workload by 33 percent from the
1970-71 level. Due to the aging of the general membership and ap-
plication of the new mandatory retirement age to all employees after
1973, the retirement workload is expected to remain at a high level.
The impact of Chapter 170 on the system’s program elements is dis-
cussed later in this analysis. Table 2 shows the historic and estimated
retirement workload. »

DEPARTMENTAL ADMINISTRATION

Of the total proposed expenditure of $5,821,291, the sum of $3,020,-
544 or 51.9 percent is budgeted for the department’s internal adminis-
tration program, and of this amount $2,647,289 or 87.6 percent is
distributed to the three functional programs in proportion to the serv-
ices provided. These services consist of executive guidance and policy
implementation, actuarial, legal, and investment services, electronic
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Table 2
Retirement Workload .
Total Total

Annuitants Annuitants  Annuitants  Annuitants
Fiscal year July 1 Added Deleted June 30
1965-66 34,551 5,189 1,510 38,230
1966-67 38,230 5,502 1,602 42,130
1967-68 42,130 5,766 1,541 46,355
1968-69 46,355 6,976 1,893 51,438
1969-70 51,438 7,135 2,087 57,080
1970-71 : 57,086 8,353 2,331 63,101
1971-72 . 63,108 12,273! 2,546! 72,8351
1972-73! 72,835 12,871 2,781 82,925
1973-74! 82,925 14,072 3,038 93,959
1974-75! 93,959 11,367 3,318 102,008
1975-76 102,008 12,504 - 3,624 110,388

! Projections.

data-processing services, and routine administrative activities. Under
our discussion of each of the system’s functional programs, we indicate
the amourit charged for these administrative services:

The remaining 12.4 percent or $373,255 of the administrative cost is
undistributed and is composed entirely of reimbursements; namely,
$151,937 for investment services rendered to the State Teachers’
Retirement System, and $221,318 for EDP services provided for the
Department of Veterans’ Affairs and the State Teachers’ Retirement
System.

CurrentQYaar Adjustments

Estimated expenditures for departmental administration in the cur-
rent year are $102,037 or 3.7 percent higher than the amount originally
budgeted, reflecting the salary costs of 8 full-time and 0.8 temporary
position which were administratively added in the current year. The
8 positions, which are requested for, continuation in the budget year,
consist of (1) one clerk assigned to the member file unit for increased
activity due to Chapter 170, (2) two data-processing systems analysts
and two programmers to handle workload resulting from Chapter 170,
and (3) three computer operators to meet normal workload require-
ments by allowing the system to operate the data processing center
seven days a week.

Proposed New Positions and Transfers

For fiscal year 1972-73, the system’s administration program is
proposing a $144,601 or 5-percent increase in administrative costs over
estimated expenditures in the current year. This increase includes the
above 8 positions and 5.7 additional positions requested in the budget
year for workload arising from Chapter 170. These include two com-
puter operators for the seven-day-a-week operation of the data proc-
essing center, one clerk for mailroom workload, two clerks for the data
processing center, and 0.7 man-year of temporary help to conduct a
board member election pursuant to Chapter 1086, Statutes of 1971 (AB
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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, the Los Angeles City School District, the Los Angeles City
Junior College District, 281 cities, 35 counties, and 340 special districts
and other agencies), offer their employees on a mandatory (as a condi-
tion of employment), but mutual contributory basis, retirement bene-
fits based on service or disability, death benefits, survivor coverage (if
not covered by Social Security), and special benefits to certain occupa-
tional groups for death or disability incurred in the line of duty. The
contracting agencies are granted by statute a number of optlonal
retirement plans from which they may choose.

The proposed support expenditure of $4,624,071 for this program is
$197,111 or 4.5 percent higher -than estimated expenditures.in the
current year. It is proposed that the support for this program be
funded by an appropriation of $4,568,071 from the Public Employees’
Retirement Fund and $56,000 in reimbursements from local agencies
for actuarial and insurance services.

Current-Year Adjustments

Estimated expenditures in the current year have increased by $196,-
937 over the amount originally budgeted, primarily to finance 14 full-
time and 2.5 temporary positions which-were administratively added
in the current year to handle workload arising from Chapter 170. The
14 positions, which are requested for continuation in the budget year,
consist of 10 clerks and 4 retirement officers as follows: (1) three
retirement officers and two clerks for the area offices in Los Angeles
and San Francisco, (2) one-clerk in the accounting division to handle
an increase in the number of members who, upon terminating em-
ployment, must receive a refund of contributions under the new five-
year vesting requirement in Chapter 170, and (3) one retirement
officer and seven clerks in the benefits division.

Proposed New Positions

In addition to the above 14 positions, the system is requesting the
following six new positions: (1) three retirement officers to audit the
employment records of public agency members; such auditing is
necessary because under the provisions of Chapter 170, the assets of
all “miscellaneous member” categories in the system have been com-
bined, with employers sharing a common liability for member bene-
fits, and discrepancies in reporting personnel transactions could
ultimately affect the contribution rates of the state and other public
agencies; (2) one accounting technicianto handle increased mortgage
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investment workload; (3) one retirement officer to review an in-
creased number of disability retirement applications; and (4) one
clerk for workload increases in death benefit claims.

Departmental administration costs in the amount of $2,458,289 have
been allocated to the retirement program. This is 92.9 percent of the
administrative costs which are distributed to the system’s three pro-
grams. Table 3 shows workload data for the retirement program over
a five-year period. .

Table 3
Retirement Program, Selected Workload Data
Detail )

Membership 1966-67 196768 196869 1969-70 1970-71
State and U.C. ....ooorcrrveerrrecrerrrecnrnnees 157,608 161,490 168,723 171,584 169,084
Public encies .........ceemmeeneeisinerens 208,952 223571 240,627 254,084 264,342

Total 366,560 385,061 409,350 425,668 433,426

Retired members ........cemrerecnmrenrersssrnenns 42,130 46,355 51,438 57,086 62,623

Number contracting agencies................ 553 604 640 670 715

Public employers’ contributions! $163.0 $187.1 $2186 - $2489  $273.7

Public employees’ contributions! ......... $142.3 $154.3 $171.9 $191.8  $209.2

Benefit payments' ......coocooeeronnerenerernennnn: $79.6 $89.0 $105.4 $120.1 - $131.1

Death benefits $10.2 $10.3 $12.4 $136 8135

tIn 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 and major medical plans on a premium-sharing
basis. Under Chapter 212, Statutes of 1970, the employers’ share of the
premium cost increased from $10 to $12 per month per individual
premium in the current year, with the employee paying the remain-
ing difference. The employer’s monthly share of the premium cost will
increase to $14 in the budget year, and to $16, the limit established by
law, in 1973-74.

The funds proposed to support the admlmstratlon of the Health
Benefits Program in the budget year total $592,066, which is $44,854
or 8.2 percent greater than estimated expenditures in the current
year. Support for this program is derived from the State Employees’
Contingency Reserve Fund, which receives as revenue annual contri-
butions from all participating employers as a percentage of the total
premiums paid, including those for annuitants. The maximum per-
centages are fixed by statute, but the levels are set annually by the
Board of Administration. For the current fiscal year, they are 1.0 per-
cent for administration and 3.0 percent for reserves.

Estimated current-year expenditures for the Health Benefits Pro-
gram are $18,516 or 3.5 percent higher than the amount originally
budgeted, primarily as a result of Chapter 1165, Statutes of 1971 (SB
1303), which permits member school districts to participate in the
system’s health insurance plans. Three positions (one retirement offi-
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cer and two clerks) were administratively added in the current year
to handle the workload generated by this legislation. The system re-
quests continuation of these positions plus three additional clerical
positions to handle workload resulting from enrollment expansion.

Departmental administrative costs of $155,000, representing 5.8 per-
cent of internal administrative costs for the system, will be charged to
the Health Benefits Program in the budget year. Table 4 illustrates the
growth and scope of this program.

Table 4
Health Benefits Program, Statistical Data
Detail .
Average monthly 1966-67  1967-68 196869 1969-70  1970-71
enrollment 108911 109,956 114,119 121,115 122, 906
Number basic plans ... 1 10 10 11
Number supplementary
plans 6 6 6 ) 6 6
Number major medical :
plans —_ — 4 4 4
Premium payments
(millions)
State enrollees’ share.......covuerverenn, $17.4 $19.9 $21.0 $24.5 $28.5
State share 73 7.5 94 10.8 14.0
Public agency costs! ......curcrerennns . - —_ — 0.6 18

Total premium cost
State administrative (millions) ' .
cost 2 : 0.87 090 - 094 13 18

" Total state cost® .......... eeeveesermesessessssinees ©o$82 $8.4 $10.3 ‘$12.1° $15.8

! Includes employer and employee contributions. Public agenaes did not participate in this program until De¢ember
. '1, 1968; thus, figures for 1968-69 are insignificant in dollar amounts.

2 Includes contributions to the State Employees” Contingency Reserve Fund for reserves.

? Includes administrative and premium contributions. -

$24.7. - $274 $304 $35.9  $443

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.
Pursuant to such an agreement between the state and the federal
government, state employees in 1961 were given the option to join
Social Security, but all new state employees after that year (except
those in exempt classifications) are automatically covered by this pro-
gram. The retirement formula which applies to employees covered by
Social Security has been modified to reflect the fact that they will
receive dual retirement benefits—one from the state and another
from the federal system.

Public agencies may also contract for Social Security coverage of
their employees through the Public Employee’s Retirement System.
Such coverage may be exclusive of, coordinated with, or in full sup-
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plementation to a local retirement plan, at the option of the agency.-
As in private employment, the employee and the employer contribute
equal amounts to the Social Security Program.

The Public Employees’ Retirement System is responsible for sub-
mitting to the federal government quarterly wage reports of all public
agencies in the state which are covered by the Social Security agree-
ment, as well as the employer and employee contributions due on the
wages. To accomplish this-objective, the system proposes an expendi-
ture of $231,899, which is $6,913 or 3.07 percent greater than estimated
expenditures in the current year. The increase includes $4,413 for
merit salary adjustments and $2,500 for increased operating expenses.
The system proposes that the number of authorized positions remain
at the same level as in the current year, 15.8.

The system requests an $18,000 appropriation from the General
Fund for the state’s share of administrative costs. The remainder of the
funding consists of reimbursements totaling $213,899 from the various
public agencies covered by the Social Security agreement. Included
in these reimbursements is $34,000, representing 1.3 percent of the
general administrative costs which are allocated to the three pro-
grams. Table 5 shows the growth of the program and the magnitude
of wages covered in public employment in the State of California for
a five- “year period.

Table 5
_ Social Security Program, Selected Workload Data.

Detail . 1.96‘6—6‘7 1967-68  1968-69  1969-70 1970-71
Public employers! .......cocmomecermernenne 2,596 2,566 2,601 2,611 2,631
Public employees .......ccccumivesssivmrmnnnes 354,000 379,000 416,000 441,000 457,509
Employer and employee :

contributions? ..........eicneniensseneens ) $153.8 $1706 $209.2 $248.4 $278.7
Net covered wages?........mcrsmcrmcrns $1,776.0  $1,930.0 -$23100 $2,630.0 $3,270.0

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

Review Feasibility of Discontinuing Social Security Coverage

We recommend that the Public Employees’ Retirement System
study the feasibility of discontinuing participation of state employees
in the federal Social Security program, giving particular attention to
the improvements which could be made in PERS survivor, disability
and hospitalization benefits through utilization of the present and
projected employer contributions to Social Security and up to one-half
of the present and projected employee contributions to that federal
system, and report thereon to the Legislature no later than the 5th
legislative day of the 1973 Regular Session.

Since 1961 when the state entered its social security agreement with
the federal government, the maximum employer cost for each cov-
ered employee has risen from $144 per year (3 percent of the first
$4,800 of salary) to $468 (5.2 percent on the first $9,000, effective
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PUBLIC EMPLOYEES’ RETIREMENT SYSTEM—Continued

January 1, 1972) an increase of 225 percent in 11 years. Under current
federal law, the maximum employer cost for 1973 will increase to
$508.50 (5.65 percent of $9,000) and will gradually increase in sche-
duled increments to $544.50 by 1987 (6.05 percent of $9,000). Because
social security taxes apply equally to the employer and employee, the
combined maximum contribution to Social Security now totals $936
annually and by 1987 the total will be $1,089.

Likely Future Increases in Social Security Costs

Under federal legislation (HR 1) which has passed the House and
is now being considered by the U.S. Senate Finance Committee, the
social security wage base will be raised to $10,200 and the tax rate will
be increased in scheduled increments from 5.2 percent in 1973 to 7.4
percent in 1977, at which time the maximum employer-employee
contribution would be $1,509.60. A major feature of HR 1 is a provision
for automatic increases in social security allowances equal to the per-
centage of change in the cost of living if the cost-of-living index in-
creases 3 percent or more in a year. Both the taxable wage base and
tax rates are subject to automatic upward adjustment to fund the
cost-of-living increases.

Another proposal now being discussed in Congress would apply the
social security tax rate to the total amount of employees’ wages. This
provision would produce little or no increase in costs to lower income
workers, but it would make it possible for them to receive higher
benefits because persons with higher incomes would be financing the
benefit improvements.

Even under present funding provisions, state costs for social security
will continue to increase as the percentage of state workers covered
by the system grows. Approximately 75 percent of the state work force
is now covered and, due to the attrition of employees who elected not
to come under social security in 1961, PERS estimates that about 92
percent of the state employees will be covered by the 1980’s. Most
state “safety” members of PERS have been excluded from social secu-
rity under a provision of the federal law which permits exemptlons of
employees who are classified as “policemen.”

Table 6 shows actual and projected state costs for social security
from fiscal year 1970-71 through 1979-80 on the basis of the current
and proposed federal law. In both cases, the addition of employee
contributions would double the amounts shown.

Variations in PERS Benefit Structure

Annually, the Legislature considers numerous proposals to extend
the benefits of “safety” membership in the Public Employees’ Retire-
ment System to additional employee groups in the system’s “miscella-
neous” membership category. The most significant differences
between the safety and miscellaneous classifications concern survivors
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Table 6

RETIREMENT SYSTEM

Estimated State Costs for Social Security

: Present Law HR 1
Maximum  State  Maximum  State

Fiscal Employees - taxper =~ costin: taxper  costin
year . covered  employee millions employee millions
1970-71 106,161 $405.60- . $35.0 — —
e (actual) .
1971-72 . 110,407 468.00 4.7 — —
1972-73 .. . 114,823 508.50 51.4 $550.80 $56.2
1973-74 119,415 508.50 337 550.80 58.8
1974-75 : 124,191 508.50 56.2 632.40 715
1975-76 127,917 526.50 613 63240 749
1976-77 . 130,477 526.50 62.7 . . 754.80 92.4
1977-78 ' 133,087 526.50 64.1 754.80 94.5
1978-79 135,749 526.50° 65.5 75480 - 965
1979-80 138,464 535.50 68.1 75480 - 985

and disability benefits, the safety member being covered by consider-
ably more liberal benefits which are fully financed by the employer’s
contributions to the retirement fund. Thus, the miscellaneous mem-
ber pays the full cost of providing an allowance for his survivor by
taking a modified (reduced) allowance at the time of his retirement,
the amount of the reduction being actuarially determined by the age
of the beneficiary. In contrast, a full 50 percent post-retirement survi-
vor’s allowance to a widow is provided for all safety members without
actuarial reduction in the member’s benefits.

In the case of disability retirement, the miscellaneous member,
regardless of the cause of his disability, may retire with a benefit equal
to 1.5 percent of compensation per year of service with a minimum
of one-third compensation guaranteed after 10 years of service based
on a projection of service to age 60. In contrast, the safety member
who sustains an industrial or job-related disability is entitled to retire
with 50 percent of compensation for life w1thout regard to age or
length of service.

The “50 percent continuance” and 1ndustr1al disability retirement
benefits are costly, as reflected in the employer contribution rates to
the retirement fund. For most safety categories, the employer’s rate
is 18.97 percent of salary (27.51 percent for members covered by the
highway patrol formula), compared to 7.24 percent for the mlscellane-
ous membership. ,

Savings From Termination of Social Security Could Finance -
PERS Improvements

In the interest of equality of treatment of all state employees, there
appears to be considerable merit in standardizing the postretirement
survivor’s allowance at the full 50-percent level and improving to
some degree the disability retirement benefit for miscellaneous em-
ployees whose disabilities are permanent and specifically job related.
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However, improvements in these areas should first be evaluated with-
in the framework of the Social Security program with which PERS is
integrated. Benefits as well as costs under social security are continu-
ing to increase, and at the present rate of cost expansion it is conceiva-
ble that in future years the combined social security contributions of
the state and its employees will equal or exceed present combined
contributions to PERS under the miscellaneous formula and possibly
even approximate the present combined cost (employer and em-
ployee) of certain state safety formulas. Of the approximately $179
million contributed by the state in 1970-71 to the retirement system,
almost $35 million, as indicated in Table 6, was for social security
coverage. Presently scheduled increases in the social security tax rate,
combined with an increasing percentage of state workers covered,
will increase the state cost for social security to an estimated $61.3
million by 1975-76.

An evaluation of the integrated PERS/Social Security program may
reveal that the savings derived from termination of social security
coverage (possibly including some portion of the contributions made
by employees) would be adequate to finance substantial benefit im-
provements in PERS. For example, PERS has estimated that 20-per-
cent improvement in retirement allowances provided by Chapter 170
of the 1971 session will cost approximately $15 million annually, fi-
nanced, however, by increased interest earnings of the retirement
fund. The system also has indicated that extension of the 50-percent
postretirement survivor’s allowance to the miscellaneous membership
‘would cost roughly $25 million annually.

Although social security provides significant survivorship, dlsablhty
and hospitalization benefits which would need to be thoroughly eva-
luated for purposes of pricing reasonable comparability of benefits
under PERS, it is clear that many employees receive little, if any,
benefit from the state’s (and their own) social security contributions.
For example, a substantial but unknown portion of the state’s social
security costs represent payments in behalf of its female employees (a
group constituting approximately 39 percent of the state work force),
many of whom, if married, never draw benefits based on their own
social security taxes because they are eligible for a higher benefit
based on the earnings of their retired husbands. It should be noted,
however, that a working wife who becomes disabled may receive
disability benefits from social security on the basis of her own work
record.

In any event, the historical pattern has been to withdraw social
security coverage for groups granted safety membership in PERS.
Because the federal Social Security Law requires a two-year notice
before public entities are permitted to termiinate their participation
in the program, it may be desirable to consider legislation this session
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directing the PERS Board of Administration to notify the federal gov-

ernment of the state’s intention to withdraw from the program. If the

study concludes that social security should be retained, the notifica-
"tion could be withdrawn prior to the two-year effective date.

STATE TEACHERS’ RETIREMENT SYSTEM
Item 149 from the Teachers’ ‘

Retirement Fund Budget p. 68 Program p. 341
Requested 1972-T3.........cooovivvminusinisvnisanes e $3,535,813
Estimated 1971-T2 ...t esessassseens e 3,097,591
Actual 1970-TL ...cooviiiiineninnniissiesssssessssissssines 2,471,389

Requested increase $438,222 (14.1 percent)

Total recommended reduction .........c.cccceeveveveeriereernienreiinn None

GENERAL PROGRAM STATEMENT

In 1913, the Legislature established a statewide system for payment
of retirement salaries to public school teachers in California. A public
Teachers’ Retirement Salary Fund was established to support the sys-
tem. It was administered by the State Board of Education, the original
governing board of the system. In 1944, the name of the system was
changed to the State Teachers’ Retirement System (STRS). The
retirement system remained under the direct jurisdiction of the State
Board of Education until 1963 when it was removed from the Depart-
ment of Education and placed under the control and management of
the nine-member State Teachers’ Retirement Board.

ORGANIZATION

The retirement board consists of three ex officio members (Superin-
tendent of Public Instruction, the Controller, and the Director of
Finance) and six members appointed by the Governor for four-year
staggered terms. The board is responsible for setting policy and mak-
ing rules. It has the sole power and authority to hear and determine
all facts pertaining to applications for benefits under the retirement
system and to make all decisions pertaining to the administration. The
board also has exclusive control of the investments of the Teachers’
Retirement Fund and the administration of the fund.

The system has a presently authorized staff of 278.2 positions headed
by a chief executive officer who is appointed by and responsible to the
Retirement Board. The STRS headquarters is organized into five divi-
sions: (1) Records and Statistics, (2) Member Service, (3) Accounting,
(4) Management Control, and (5) Data Processing.
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STATE TEACHERS’ RETIREMENT SYSTEM—Continued

OBJECTIVES

The objectives of the State Teachers’ Retirement System are to: (1)
provide retirement allowances, disability benefits and survivor bene-
fits for teachers working in the public schools, (2) aid in the recruit-
ment and retention of a qualified body of teachers, (3) provide for the
orderly retirement of aged and infirm teachers, and (4) assure that all
members of the retirement program are aware of their rights, benefits
and current status.

ANALYSIS AND RECOMMENDATIONS

We recommend approval,

The State Teachers’ Retirement System is proposing net expendl-
tures (expenditures less reimbursements) of $3,535,813 for administra-
tive support in the budget year, which is $438,222 or -14.1 percent
higher than estimated net expenditures in the current year. (As a
result of recent legislation discussed below, the system’s support re-
quirements, beginning in the budget year, will be totally financed by
the Teachers” Retirement Fund.) The proposed increase consists of
$223,364 for personal services and $214,858 in operating expenses and
equipment. The rise in operating expenses reflects an increase of
$210,000 in the pro rata charges for statewide administrative services
which are assessed to all special fund operations. Estimated budget-
year reimbursements totaling $289,000 (the same level as in the cur-
rent year) produce a total expenditure program of $3,824,813 in the
budget year, a 12.9 percent increase over estimated current-year ex-
penditures.

Major Changes Effected by Recent Legislation

Chapter 1305, Statutes of 1971 (AB 543), which becomes operative
July 1, 1972, makes the following comprehensive changes in the State
Teachers’ Retirement Law: (1) revises the benefit structure to pro-
vide significantly better retirement benefits at an earlier age, (2)
improves survivor benefits, and (3) provides automatic cost-of-living
adjustments of 2 percent annually. In addition, it increases the guaran-
teed minimum retirement benéfit and provides a one-time cost-of-
living adjustment for all current retirees. :

Chapter 1305 also changes the financing of STRS benefits from the
previous unfunded basis (under which the state made annual appro-
priations to subsidize the school district portion of all benefits due and
payable each year) to a more nearly funded basis whereby future
benefits will be financed by employer and employee contrlbutlons
made and invested as benefits are earned.

Under a further provision of Chapter 1305, as previously indicated,
the administrative costs of the system, effective July 1, 1972, will be
financed entirely from the interest earnings of the State Teachers’
Retirement Fund. Currently, these costs are derived from three
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sources: 50 percent from the General Fund, 25 percent from interest
earnings of the Retirement Fund, and 25 percent from the school
districts.

Current-Year Staffing Adjustments and Proposed New Positions

Primarily as a result of workload arising from Chapter 1305, 18.6
positions (10.7 professional, 4.5 clerical and 3.4 temporary) were ad-
ministratively added during the current year, and the system is re-
questing that the following 13.8 of these positions be continued in the
budget year: (1) 3.5 clerks and 1 retirement officer to process retire-
ment applications, (2) 1 accounting technician to handle death claims,
(3) 1 general accountant to audit school district reporting practices
and implement changes in the accounting section necessitated by the
new funding structure, (4) 2.5 computer programmers, (5) 3 data
processing systems analysts and 1. clerk-typist for the management
control unit, and (6) 0.8 man-years of limited-term positions to com-
pute the one-time_cost-of-living increase provided by Chapter 1305.
_ In addition to the above 13.8 positions, the system is requesting the
following 15.3 new positions on a workload basis: (1) .1 senior clerk to
assist the actuarial coordinator, (2) 4 clerks with a term limited to June
30, 1973, to investigate and correct discrepancies found during the
preparation of member statements, (3) 1 clerk for the benefit section,
and (4) 6 keypunch operators, 0.5 computer programmers and 2.8
man-years of temporary help for the data processing unit.

VERIFICATION PROJECT

Because length of service is one of the primary determinants of the
size of the retirement benefit, it is necessary that STRS verify all
service which members claim before.granting benefits. In past years,
this had been done only when the member applied for retirement,
and the difficulty encountered in finding service records often result-
ed in inordinate delays before benefits were paid.

In 1965 a small verification unit began to verify some member serv-
ice records before retirement applications were received. For fiscal
year 1969-70, the Legislature authorized 46 limited-term positions to
extend through June 30, 1972, in an attempt to eliminate the large
number of unverified service records and  attendant problems.
However, because statutes in effect at that time prevented the system
from assessing school districts more than $2 per teacher per year for
administrative costs, and because the number of participating teach-
ers was overestimated, revenues from this source (supposedly 25 per-
cent of total administrative costs) were greatly overstated. As a result,
the system did not receive enough funds to support these positions. In
the ensuing two-year period, 11 of these 46 limited-term positions have
been used for the verification project. Twenty-seven of the remaining
35 positions have been assigned to the monthly and annual reporting
element to replace an equal number of previously authorized, limited- .
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STATE TEACHERS’ RETIREMENT SYSTEM—Continued

term positions which expired June 30, 1971, and the remaining 8 posi-
tions have been assigned to other-elements for workload increases.
The system is requestmg that these 35 positions be made permanent
and that the 11 positions in the verification unit be contmued through
June 30, 1976.

In the current year, the Legislature authorized 42 limited-term
-positions to extend through June 30, 1976, for the verification unit.
Since 1965, the unit has grown to a currently authorized staff of 75
positions (22 permanent, 11 limited-term to June 30, 1972; and 42
limited-term to June 30, 1976). The unit has verified the service re-
cords of all members over the age of 64 and is currently working on
the records of members who are age 63. Thus, the system is able to pay
the initial retirement allowance to an annuitant within 45 days of his
-effective retirement date. In addition, the staff is now able to verify
the service records of all new entrants into the system, all reentrants,
and all those members who request clarifications Q;‘;Feir records. It
is estimated that the verification unit will verify 23,400/service records
in the current year, and the records of 32,760 member"p in the budget .
year. The system anticipates that all member records will be verified
. by June 30, 1978. :

Monthly Reporting and Annhal Member_Statements

The various employers (such as school districts) report all teacher
accounts to the system through 70 different reporting units (usually
the county superintendent of schools). These reports, prior to July 1,
1969, were made on an annual basis which causéed delays of as much
as three years in the preparation of annual member statements. Since
that time, the units have been shifting to a monthly reporting proce-
dure and the system anticipates that by July 1972 all reporting units
will be on a monthly basis: This will enable the system to prepare
annual statements of members’ accounts on a current basis. During
the current year, the system will prepare and mail member state-
ments covering three fiscal years (1968—69, 1969-70, 1970—71). '

- MEMBERSHIP

On June 30,.1971, the system had 314,162 active members An actlve
member is anyone who has money on deposit in the Retirement Fund,
including persons who are not currently contributing to. the system.
Service, disability and survivor benefits were paid to 43,017 persoris in
1970-71. By the end of the budget year, the system estimates that
active membership will increase to 330,612 persons, and the number
of beneficiaries to 50,400 persons. Table 1 illustrates the actual and
estimated-gfowth of the active membership and beneficiaries of the
system for an eight-year period.
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Table 1
Number of Active Members and Beneficiaries

Percent © " Percent

Increase : Increase
Fiscal year ending Active over Benefi- over

June 30 members previous yr. ciaries previous yr.
1966 263,533 - 31,795 —
1967 . 274,788 4.3% 33,443 5.2%
1968 290,848 5.8 35,510 62 .
1969 305,707 5.1 37,661 6.1
1970 .. 312,563 22 40,238 6.8
1971 314,162 0.5 43,017 6.9
1972 (est.) 323,254 29 45,650 6.1
1973 (est.) 330,612 2.3 50,400 104
INVESTMENTS

All marketing and research functions which are necessary to exe-
cute the investment program approved by the STRS Retirement
Board are performd by the staff of the Public Employees’ Retirement
System through an interagency agreement. Under this agreement,
STRS will support 50 percent of the cost of the Public Employees’
Retirement System Bond Investment Office and Investment and
Mortgage Section during the budget year, at an estimated total cost
of $151,937. However, the investment accounting procedures neces-
sary to maintain the records of the STRS portfolio and collect the
earnings due on its investments are performed by STRS personnel.

During the 1970-71 fiscal year, a record 5.74 percent net yield was
realized on the system’s investments. This net rate is the return after
planned losses and administrative expenses on a portfolio-‘whose book
value was $1,927,011,633 at the end of the 1970-71 fiscal year. All of the
system’s investments are currently held in corporate and governmen-
tal bonds, and since 1968, in mortgages. Following approval of a consti-
tutional amendment in 1970, enabling legislation was enacted in 1971
permitting the system to invest up to 25 percent of its assets in com-
mon stocks. Such investment activity is expected to begin in the cur-
rent year. Table 2 indicates the book value of the investment portfolio
and the rate of return for the past five years.

Table 2
Investment Portfolio

Investments at Gross rate Net rate of
Fiscal year ended June 30 book value (millions)  of return (%)  return (%)
1967 " . 1235 4.38 —
1968 1,367 - 457 -
1969 1,535 493 —
1970 1,708 5.44 5.33

1971 i 1,927 5.87 5.74
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DEPARTMENT OF VETERANS AFFAIRS
Items 150 and 151 from the

General Fund and the Vet- s
erans Farm and Home o
Building Fund : Budget p. 69 Program p. 347
Requested L9723 e eeereceeeeeeeesseessess s sasseresenmesseesesasssseses $1,121,768
Estimated 1971-72 .............. reerersreesseesiressbressteneseeanseersnasesarres 1,105,657
AcCtUal 1970-T1 i osebsens e sorsnsssssasans 667,580
Requested increase $16,111 (1.5 percent)
Total recommended reduction ...........eeiieicnnennene None

GENERAL PROGRAM STATEMENT

Services to and for qualified California veterans and dependents as
set forth in the Military and Veterans Code were first consolidated into
a single Department of Veterans Affairs in 1946 which subsequently
became a department in the Agriculture and Services Agency.

The code sets forth the services and assistance that may or shall be
rendered to veterans or their dependents. The principal aim is to help
qualified and needy veteran or dependent in obtaining any direct
federal or state aid that may be or become available and to provide
a hospital-nursing-home-domiciliary facility for those veterans requir-
ing such services which might not otherwise be available to them.

In addition, the department operates a finance lending service to
enable veterans to own their own homes, farms or mobilehomes. This
service is self-supporting and self-liquidating from regular payments
made by veterans who have availed themselves of it.

Program Organization

The services and operations of the department function under five
major designations:

I. Farm and Home Loans,

II. Veterans Claims and Rights,

III. Educational Assistance to Veterans Dependents,

IV. Veterans Home and Hospital, and

V. General Administration. '

The latter is charged back (distributed or pro-rated) to the other
four in order to properly reflect the cost of each operational program.

Each of the four major designations is divided into several signifi-
cant subprograms.

. I. FARM AND HOME LOANS
A. Property Acquisition
The loan program differs from conventional private financing in
that the department acquires the property desired by the veteran,
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retains title to it and then sells it to the veteran on a contract of sale.
The title passes to the veteran only after he has completely paid off
the contract. The department does its own appraising, plan review,
applicant evaluation, acquisition processing, title review, escrow in-
structions and fund disbursement. Annual applications and appraisals
have been averaging between 5,500 and 7,000. However, lendable
fund limitations cause wide fluctuations in the number of actual pur-
chases from about 1,500 in the 1969-70 fiscal year to 4,600 in the 1970-
71 fiscal year, 7,500 estimated for the current fiscal year and 10,000
proposed for the budget year. Loan values committed for the same
period increased from $29 million in 1969-70 to $180 million estimated
for the budget year.

B. Loan Service

The department operates its own collection services, handles delin-
quent accounts, insurance claims and, as required, property reposses-
sion. Delinquent accounts had been averaging 12,000 annually but
they have now jumped to 60,000 estimated for both the current and
budget years. Also, repossessions have jumped from an average of 150
annually to 500 estimated for the current and budget years.

C. Loan Funding

The basic source of funds used for the purchase of property is by sale
of general obligation bonds authorized from time to time by the elec-
torate. To a more limited extent, funds become available as the result
of early repayments which may exceed the needs for servicing the
bonds. In any case, the bonds are fully financed by the participating
veterans, so that even though these bonds are of the general obligation
type the state is not required to contribute directly towards their
interest or amortization.

Once authorization by the electorate has been achieved, the actual
sale of bonds is dependent upon the need for cash and usually they are
sold in blocks dependent upon bond market conditions. Decisions to
sell bonds are made by the Veterans Finance Committee and the State
Treasurer.

'The department now has authority, provided by the Leglslature in
1970, to sell revenue debentures not to exceed $50 million.

In the 1970-71 fiscal year, $100 million was realized from bond sales.
It is estimated that a like amount will be realized in both the current
and budget years. :

ll. VETERANS CLAIMS AND RIGHTS

The population of California includes in excess of three million
veterans who are qualified to participate in both state and federal
programs. This number is growing at an accelerated rate each month
as Vietnam veterans return. The program of the division is discussed
under the following activities.
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DEPARTMENT OF VETERANS AFFAIRS—Continued

A. Claims Representation

Claims representation is actually a form of joint venture among the
department, the county veterans’ service offices and various veterans
organizations. Collectively, their purpose is to provide assistance to
veterans in preparing and submitting claims to the federal Veterans
Administration as well as to the department or any agency providing
some form of assistance to veterans.

B. Cal-Vet Eligibility

All of the services offered by the department are based on a clear
demonstration of eligibility of the veteran or dependent applicant.
Consequently, it is an important function of the department to estab-

lish or help to establish the facts in each case. This includes questions

of residency, period of active service, and other factors. Veterans who
have received or are now receiving a bonus from another state are not
eligible.

The workload in this function has been averaging 13,000 to 14,000
applications annually for all types of assistance.

C. Veterans Preference

The laws of California generally recognize the principle that a quali-
fied veteran or dependent is entitled to some form of compensatory
preference related to the time spent in military service and away from
conventional civilian endeavors. This is particularly true with respect
to the civil service which provides preferential treatment usually by
the granting of additional points in civil service examinations. Applica-
tions for this special consideration have been averaging over 10,000
annually and the civil service preference lists average over 30,000
names each year.

D. County Subvention

It was mentioned earlier that the process of assistance in estabhsh-
ing veterans claims and rights involved a joint venture including the
so-called county veterans’ service offices which operate in 55 of the
state counties. The state has recognized that the cost of the service
rendered by the county offices is to some degree chargeable to the
state and as a result the Legislature has provided subvention funds
which are allotted to the counties on the basis of a formula in which
the state’s share represents about 20 percent of the cost experienced
by the counties. For the last several years, the Legislature has been
subventing $500,000 annually for this purpose.

1ll. EDUCATIONAL ASSISTANCE TO VETERANS AND VETERANS
DEPENDENTS

Educational assistance to veterans is now largely the responsibility
of the federal government. The state no longer provides funds for
direct assistance to veterans in pursuing educational betterment.
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However, the state continues to assume a responsibility for assisting in
the cost of education for veterans’ dependent children, wives of totally
disabled veterans and widows of deceased veterans. _

This endeavor is based on the establishment of eligibility as previ-
ously noted and represents the second largest direct State General
Fund cost in all areas of services to veterans and dependents. It is
exceeded only by the cost of operating the Veterans Home and Hospi-
tal. The number of applicants per annum has been dropping. For
example, in the 1969-70 fiscal year 3,141 applications were processed
and ongoing enrollments in high schools, colleges and trade schools
totalled 8,395. In the current fiscal year it is estimated that the applica-
tions will have dropped to 1,600 and ongoing enrollments will be down
to 6,350. For the budget year the same figures are anticipated.

IV. VETERANS HOME AND HOSPITAL

The state-owned facility at Yountville has a capacity of 1,475 domicil-
iary beds and 868 for general medical, surgical and chronic purposes
plus all of the necessary supporting facilities such as dining rooms,
nurses’ and employees’ quarters, recreational facilities, etc. There has
been a steady downward trend in the overall population at the home
due principally to reduction in the domiciliary population while the
demand for the hospital facilities continues to have a waiting list. Of
the eight domiciliary buildings on the reservation, only four are par-
tially occupied by veteran members since the average domiciliary
membership has been dropping from an actual 529 in fiscal year 1970
71 to 450 estimated for the current fiscal year and to 400 estimated for
the budget year. Unfortunately, despite the reduction in membership,
general costs have continued upward due to rising prices of commodi-
ties, salaries and wages and other factors.

In September 1970 the home instituted, for the first time, a charge
against members dependent upon type of service and ability to pay.
The maximum charges are $60 a month for the domiciliary type of care
versus an average monthly cost to the home of $290, $90 a month for
nursing or chronic care against an average monthly cost of $382, and
$120 per month for hospital care against an average monthly cost of
$928. It will be recognized that the charge to the veteran represents
a diminishing percentage of the cost from domiciliary to hospital care.
Nevertheless, this fee has reduced the annual State General Fund
costs of operating the entire facility. In addition, the federal govern-
merit continues to make contributions based on the nature of each
member’s occupancy. The approximate breakdown in the cost sharing
for the operation of the facility for the current fiscal year is 46.5 per-
cent from the General Fund, 30.4 percent from federal funds and 21.5
percent from reimbursements which includes fees charged to veter-
ans. The balance of less than 2 percent is from the Veterans Farm and
Home Building Fund of 1943. For the budget year, relationships will
remain approximately the same with a slight increase in percentage
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DEPARTMENT OF VETERANS AFFAIRS—Continued

cost to the General Fund.
The operation of the facilities is divided into three broad categories:

A. Domiciliary Care and Services

This service represents the lowest level and is used principally by
fully ambulatory veterans who are housed, clothed, fed, provided with
recreational facilities, occupational therapy facilities and outpatient
clinical facilities at the hospital as required. When a domiciliary mem-
ber requires hospitalization, he is transferred for the required services
and then returned to his domiciliary quarters. As has been noted,
domiciliary requirements have been dropping steadily and three of
the eight buildings are totally closed, four are occupied by veteran
members at a very low occupancy rate and the eighth building is

" under lease to both the Napa school system and the State Department

of Fish and Game which has its regional headquarters in the building.
This returns a nominal income to the General Fund.

B. Rehabilitation Care and Services

This is a broad spectrum activity which provides services both to the
domiciliary veterans as well as the chronically ill or nursing home type
members and to some degree even in the hospital. The services in-
volve occupational therapy, physical therapy, in some cases light work
assignments, arts and crafts and counseling. Since the average popula-
tion age is continuing to increase despite the influx of younger veter-
ans, the need for many of the services continues to increase,
particularly in the area of physical therapy. Workload statistics indi-
cate a continuing rise from the fiscal year 1970-71 through the current
fiscal year and as projected for the budget year. As a consequence, the
cost of the service is continuing to rise.

C. Hospital Care and Services

The hospital at this facility is a fully accredited medical-surgical
institution with a wide range of specialties including surgery, neurop-
sychiatry, radiology, dentistry, and social services. The hospital pro-
vides services not only for the domiciliary veterans but for seriously
ill veterans who come directly from the outside into the hospital.
Workload for the basic hospital has been rising from nearly 145,000
patient days in the 1970-71 fiscal year to 150,000 estirnated for the
current and budget years. In the chronic facilities, patient days were
over 135,000 in the 1970-71 fiscal year and are estimated at 137,000 and
138,000 for the current and budget years. Domiciliary outpatient visits
have remained fairly level between 13,000 and 14,000 annually and
clinical services between 155,000 and 160,000 annually. The hospital
continues to maintain a fairly extensive waiting list which is probably
aggravated to some degree by the current economic slowdown which
has affected veterans who have lost employment and the ability to pay
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their own direct hospital bills in private institutions.

V. GENERAL ADMINISTRATION

General Administration provides overhead administrative leader-
ship, coordination of programs, fiscal and persorinel management and
all of the other conventional housekeeping” services incidental to the
operation of a department of this size.

While the cost of this program appears to have risen since the
1970-71 fiscal year, in fact General Fund cost has increased only mod-
estly to recognize salary adjustments and increased costs of materials.
The apparent large increase is the result of moving certain functions
from the farm and home loan program into the general administrative
program with a commensurate reimbursement fromi the Farm and
Home Building Fund. Essentially, the manpower level and activity
level have remained fairly constant. The costs of the operation are
charged back to each of the programs previously described with the
major chargeback being to the farm and home loan program and the
next largest chargeback to the Veterans Home and Hospital.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The two Budget Bill items from the Genheral Fund and the Veterans
Farm and Home Building Fund covered in this analysis represent
principally the costs of the veterans’ claims and rights services plus the
overhead charges to the farm and home loan program, educational
assistance to veterans and dependents and the operation of the Veter-
ans Home and Hospital. The major costs for the farm and home loan
program are not included in the Budget Bill as such since in effect this
is a revolving fund type of operation. The major cost of educational
assistance to veterans’ dependents and for the operation of the Veter-
ans Home and Hospital are covered by separate Budget Bill items. The
level of activities covered by these two items is proposed at approxi-
mately the same as for the current.fiscal year and the overall cost
increase merely represents salary adjustments and the increased cost
of goods and outside services. There are no changes in proposed au-
thorized staffing levels from the current fiscal year to the budget year
which is commensurate with the fairly static workload condition.
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Department of Veterans Affairs
EDUCATIONAL ASSISTANCE TO VETERANS DEPENDENTS

Item 152 from the General

Fund _ Budget p. 69 Program p. 351
Requested 1972-T3........ccoovirininniciincsni s $2,085,100
Estimated 1971-T2 ....ccvvvreiriirnnnrsiecensasasarsssssesesessnssassnens 2,085,100
Actual 1970-71 ................ s oo e bt 2,228,325

Requested increase —None '

Total recommended reduction ..........cceevevvrvermreveenereerenens None

. ANALYSIS AND RECOMMENDATIONS

We recommend approval,
Analysis of this item is included with that for the main support of
Item No. 150. ' ' ' '

Department of Veterans Affairs
VETERANS HOME OF CALIFORNIA

Item 153 from the General

"~ Fund , Budget p. 69 Program p. 352

Requested 1972-T3.....cccivmeverenrrenrnesenereseserioresesessaeneans v $3,903,692

Estimated 1971-72 ....ccvveerricerreneeseneeresisnsssessssesesnss e 3,791,482

Actual 1970-TL .....cconvcsirnessisersssssns - 3,884,646
Requested increase $112,210 (3.0 percent)

Total recommended reduction .........cccceeeieneeerernesnenenns None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.
Analysis and discussion of this item is included with that for the main
support Item No. 150.
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Department of Veterans Affairs
COUNTY VETERANS SERVICE OFFICERS .

Item 154 from the Veterans
Farm and Home Building

Fund Budget p. 69 Program p. 351
Requested 1972=T3.......ccccuvivrriererniemerseninsisssesssessnssssiossseseas . $500,000
Estimated 1971-T2 .........vvevrionrerereioreiesesessreeseosesesens 500,000 .
Actual 1970-T1 ...t esesieeeenenns Tvrererererenenias 499,929

Requested increase—None
Total recommended reduction .......ccoceveeecrvcvcvnnrsininne reveans None

ANALYSIS AND RECOMMENDATIONS

We recommend approval,

In the main support Item No. 150 we discussed the role of the county
veterans service offices which we believe are essential in providing for
the veteran a point of contact and a fund of expertise needed to help
the veteran to obtain those services to which he might be legally
entitled. The county veterans service offices provide this necessary
assistance and while it would be difficult to place all of the credit for
aid and assistance to veterans upon these offices, it should be pointed
out that the monetary benefits pald by the federal Veterans Adminis-
tration to California veterans in fiscal year 1970-71 exceeded $197
million, for the current fiscal year it will approach $200 million and for
the budget year it is expected to exceed $200 million. Much of these
benefits represent types of assistance which might otherwise have had
to be rendered directly by the state or the county and to that degree

_there has been relief to state and county taxpayers.
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